
Storebrand’s results for 1998

Good group result despite
weak financial markets 

• The Group did well in a period of financial unrest because of sound
buffer capital
• Improved technical result in non-life insurance
• Book yield 5.85 per cent and value adjusted yield 3.50 per cent in life
insurance
• Stronger market position in life and pension insurance
• Non-life company maintains its market share

In 1998, the Storebrand Group recorded an operating profit of NOK 2,238 million, before
distribution of profit to the life and pension policyholders. This is NOK 2,571 million lower
than in the preceding year, and is due to the special performance of the Norwegian financial
market in the second half of 1998. After distributing life and pension policyholders’ share of
the profit, the Group’s profit amounted to NOK 953 million, compared to NOK 1,012 million
in 1997. The group result for 1998 shows weaker financial income but better results from non-
life insurance.

The Group’s net premium income amounted to NOK 16,747 million, against NOK 14,642
million in 1997, or a rise of 14.4 per cent.

In 1998, the life insurance group recorded an operating profit of NOK 1,786 million. This is
NOK 2,573 million (59 per cent) lower than in the year before, due to a weaker financial result.
Despite this considerably weaker financial result, Storebrand achieved a very competitive yield
last year with a book yield of 5.85 per cent and a value-adjusted yield of 3.50 per cent. The
corresponding yield figures for 1997 were 9.96 per cent and 10.45 per cent respectively.

The non-life company recorded an operating profit of NOK 809 million compared to NOK
684 million in 1997, a rise of 18.3 per cent. The improvement in the non-life result was mainly
due to the technical result improving by NOK 275 million.

Earnings per share amounted to NOK 3.40, compared to NOK 3.57 in the preceding year. The
Board of Directors has decided that no dividend will be distributed for 1998. This will reduce
the need for new external capital in connetion with financing the acquisition of Finansbanken.
As a consequence of this decision, the Board will give existing shareholders pre-emptive rights
in the planned increase in share capital. As previously stated, the company’s expressed goal is
to distribute a dividend in the years to come.

The Group’s total assets rose last year by almost 7.5 per cent to NOK 123,072 million.
Unrealised gains were reduced by NOK 3,069 million in 1998 and at the end of the year
amounted to NOK 3,480 million. At the end of 1998, the Group’s capital ratio stood at 13.4
per cent compared to 14.4 per cent at the end of 1997. The statutory minimum at the end of
1998 was 8 per cent. The reduction is due to the redemption of the preference shares and
growth in total assets, which for the most part is invested in equities.



US GAAP
Based on US accounting principles (US GAAP), the Storebrand Group had a profit for the
year of NOK 779 million, which is NOK 12 million lower than under Norwegian GAAP.
Under US GAAP, the Storebrand Group had equity of NOK 8.3 billion, which is NOK 2.7
billion higher than the equity based on Norwegian GAAP.

Strategic crossroads
Commenting on the strategic decisions that Storebrand has made at the beginning of 1999,
President and Chief Executive Officer Åge Korsvold says that they will be important for
Storebrand. "Our acquisition of Finansbanken will complement Storebrand’s offer in the
expanded savings market. Our agreement with Skandia, under which we will create a leading
Nordic non-life insurance group, is a sound contribution to adress Storebrand’s structural
challenges. After the Nordic non-life company is established, Storebrand will be an integrated
financial group with increased focus on the broad savings and personal risk  markets", says
Korsvold.

Building buffer capital
Commending on the 1998 result, Korsvold says that Storebrand fared well during the financial
unrest last year, reporting a competitive return. "Over a number of years, Storebrand has given
priority to building up buffer capital, and thus its ability to withstand turbulence such as we
have seen in the financial markets in 1998. We have increased our investments in equities
considerably over the last 2-3 years, but first after our financial strength had been increased
significantly. At no time did the stock market turmoil result in Storebrand feeling forced to sell
equities in order to reduce risk. Our increased focus on investments in equities in the
international markets resulted in diversification that proved favourable last year", says
Korsvold.

"We expect to begin reaping the benefits of the substantial investments we have made in
improving business systems and enlarging the sales force. It is with pleasure we note that the
life company has further strengthened its market position and that the non-life company has
succeeded in maintaining its market share", says Korsvold.

Life insurance
Premium income for own account for the life insurance area (including Unit Linked)
amounted to NOK 9,174 million, up NOK 1,772 million (24 per cent) on 1997. Storebrand has
strengthened its position in life and pension insurance. The life company’s total market share
in terms of premium written (including reserves transferred to the company and including Unit
Linked) rose from 28 per cent in 1997 to 30 per cent in 1998. In the field of group pension
Storebrand increased its market share from 27 per cent to 29 per cent in 1998. In endowment
and individual pension insurance, the company’s market share fell from 34 per cent to 33 per
cent. These figures do not include Norske Liv.

In 1998, net customer funds transferred to the company, including Unit Linked, totalled NOK
923 million. In addition, orders have been received to arrange for the transfer of NOK 1,5
billion to the company, which will be booked in 1999.

72 per cent of the life company’s operating profit of NOK 1,786 million, or NOK 1,285
million, was transferred to the policyholders, and NOK 501 million to the owners. Mainly
because of the decrease in financial income last year, the policyholders’ share of the operating
profit is NOK 1,512 million lower than it was in 1997. The value-adjusted operating profit,



which includes the changes in unrealised gains, was minus NOK 748 million, which is a
reduction of NOK 6,219 million compared to 1997.

The life company’s financial income amounted to NOK 5,354 million in 1998, which is NOK
2,898 million lower than in 1997. Despite this reduction, Storebrand ‘s yield was one of the
best in the market, in both book and value-adjusted terms. At the end of 1998, the company’s
buffer capital (additional allocations and unrealised gains) amounted to NOK 8.8 billion
compared to NOK 11.0 billion at the end of 1997.

The life company’s operating expenses as a percentage of average customer funds rose last
year by 0.08 percentage points to 0.94 per cent. Higher sales costs as a result of good sales
volumes, the expansion of distribution capacity, and investments in new technology were the
main reasons for the increase in expenses.

Non-life insurance
Storebrand Skadeforsikring, the non-life insurance company, increased its operating profit in
1998 by NOK 125 million to NOK 809 million. The technical result improved by NOK 275
million. This includes run-off reserves on prior-year claims and the accounting effects of
changes in the minimum requirements of the Banking, Insurance and Securities Commission
totalling NOK 503 million compared to NOK 611 million last year. Adjusted for these effects,
Storebrand Skadeforsikring’s technical result improved by NOK 383 million. An improvement
in the reinsurance result contributed to the positive development.

The claims ratio for own account fell from 77.8 per cent to 73.5 per cent in 1998. The
combined ratio, which is the sum of the cost ratio and the claims ratio, showed a marked
improvement from 104.7 per cent in 1997 to 100.4 per cent in 1998. The company’s goal is a
combined ratio of 100 per cent on average over a business cycle. Following a sharp rise in
claims in 96/97, Storebrand introduced premium increases that have started to have effect in
1998. The positive trend in the claims ratio in the first six months of the year appeared to level
off somewhat towards the end of the year after several major claims.

The non-life company’s area premium income for own account amounted to NOK 7,573
million in 1998, up NOK 333 million on 1997. Aggregate financial income for the non-life
company was NOK 916 million compared to NOK 1,033 million in the preceding year. The
cost ratio for own account last year was 26.9 per cent, or on a par with 1997.

The non-life company’s market share rose by 0.1 percentage points in the 4th quarter, and the
company thus maintained its 38.9 per cent market share compared to 31 December 1997.

Other activities
Storebrand ASA recorded an operating profit of NOK 326 million in 1998, which is NOK 288
million lower than in 1997, and is due to lower group contributions in 1998. The reduction is
offset by a higher dividend to be booked in the holding company in 1999. The result for
Storebrand Bank AS was weaker than in 1997 (a deficit of NOK 90 million when dividends
from Storebrand Finans are eliminated, compared to a negative NOK 64 million in 1997). The
Storebrand Bank Group returned a profit of NOK 11 million compared to a loss of NOK 1
million in 1997. The bank more than doubled its customer base compared to last year, from
15,000 to 36,000. Storebrand Fondene AS (formerly Storebrand Spar) recorded a profit of
NOK 6 million in 1998, which is NOK 6 million lower than in 1997.
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Consolidated Profit and Loss Account Storebrand
December

NOK million 1998 1997
Operating income
Premium for own account life insurance 9,174.17,402.1
Premium for own account non-life insurance 7,573.17,240.4
Income from financial assets insurance 17,602.5 15,489.9
Income from financial assets other activities 581.4 292.6
Other insurance-related income 241.8 266.8
Other income 248.4 226.5
Total operating income 35,421.3 30,918.3

Costs
Claims for own account life insurance – 6,646.4 – 5,955.3
Change in insurance reserves life insurance – 5.052.4 – 4,339.4
Claims for own account non-life insurance – 5,562.8 – 5,632.9
Expenses related to financial assets insurance – 11,476.5 – 6,307.1
Expenses related to assets other activities – 846.1 – 538.5
Operating costs insurance – 2,829.8 – 2,601.0
Other insurance related costs – 265.9 – 322.4
Other costs – 503.4 – 412.5
Total expenses – 33,183.3 – 26,109.1

Operating profit 2,238.04,809.2
Additional statutory allocations life insurance – 1,000.0
Funds allocated to policyholders life insurance – 1,285.5 – 2,796.8
Group profit 952.5 1,012.4
Change in security reserve etc. non-life insurance – 161.8 5.2
Result of ordinary activities 790.7 1,017.6
Taxes 0.7 59.3
Profit for the year 791.4 1,076.9
Earnings per ordinary share 3.40 3.57

Consolidated Balance Sheet at 31 December Storebrand

NOK million 1998 1997

ASSETS
Intangible assets 55.5 53.9

Buildings and real estate 9,718.19,079.4
Shares and other financial investment
– long term holdings 61.0 40.2
Bonds held to maturity 22,011.3 18,553.7
Mortgage loans and other loans 10,026.4 10,023.9
Other long-term financial assets 505.1 163.5
Share and other financial investments 27,809.3 20,732.3
Bonds 36,657.3 38,100.7



Certificates 3,517.77,078.5
Other short-term financial assets etc. 1,053.11,734.1
Total financial assets 111,359.3 105,506.3

Receivables 5,049.82,301.1
Other assets 4,456.63.985.6
Prepaid pension 586.9 599.7
Deferred tax benefits 124.0 100.3
Prepaid expenses and deferred income 1,439.71,886.7
Total assets 123,071.8 114,433.6

EQUITY CAPITAL AND LIABILITIES
Equity capital 5,565.95,921.8
Minority interests in equity capital 1.5 1.5
Subordinated loan capital 2,962.31,401.0

Insurance reserves life insurance 90,262.8 85,659.3
Premium reserve for own account non-life insurance 3,465.53,180.4
Claims reserve for own account non-life insurance 7,026.37,815.9
Security reserve etc. non-life insurance 3,236.63,061.9
Total technical (insurance) reserves 103,991.2 99,717.5

Reserves for other risks and costs 199.4 152.4
Accrued pension liability 766.6 790.5
Deferred tax 124.0 100.3
Debt 8,854.15,856.3
Accrued expenses and deferred income 606.8 492.3
Total equity capital and liabilities 123,071.8 114,433.6

Key figures Storebrand Group

Figures in NOK million 1998 1997
Operating profit 2,238 4,809
Group profit 953 1,012
Total assets 123,072 114,517
Equity capital 5,566 5,922
Solvency capital* 8,803 8,984
No. of employees (full-time equivalents) 4,001 3,736
Capital ratio 13.4% 14.4%

*) Consist of equity together with security, reinsurance and administration reserves, natural perils
and the non-life guarantee reserve.

Key figures per share
Average number of ordinary shares (1000s) 277,079 276,766
Earnings per ordinary share (NOK) 3.40 3.57
Dividend per ordinary share (NOK) 0.00 0.00
Dividend per preference share 0.00 0.50



Storebrand Livsforsikring Group

Figures in NOK million 1998 1997
Premium income for own account 8,991 7,287
Operating profit 1,786 4,359
Operating profit adjusted for unrealised gains -737 5,471
Capital ratio 12.10% 10.51%

Storebrand Liv AS:
Operating profit 1,781 4,354
– To policyholders 1,285 3,797
– Of which conditional statutory allocations 0 1,000
– To owners 496 557
Return on capital 5.85% 9.96%
Return on capital adjusted for unrealised gains 3.50% 10.45%
Average yield 5.38% 9.50%
Average guaranteed yield (total) 3.80% 3.80%
Average guaranteed yield excluding premium
and pension adjustment fund 3.90% 3.90%
Cost ratio 0.94% 0.86%

Key figures Storebrand Skadeforsikring Group

Figures in NOK million 1998 1997
Gross premium written 8,995 8,376
Premium written f.o.a. 7,799 7,371
Operating profit 809 684
Claims ratio f.o.a. 73.5% 77.8%
Cost ratio f.o.a. 26.9% 26.9%
Combined ratio f.o.a. 100.4% 104.7%
Solvency capital 5,501 5,202
Solvency margin 70.5% 70.6%
Claims reserve ratio f.o.a. 90.0% 106.0%
Total assets 18,016 18,236
Average return on solvency capital 15.1% 13.5%
Capital ratio 23.3% 22.4%


