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Munich Re: Profitability in core insurance 
business is what counts in the low-interest-rate 
phase 

  

The sovereign debt and banking crisis and the uncertain economic 
environment are presenting the insurance industry with growing 
challenges. The persistently low interest rates in particular are impacting 
investments. Munich Re is also warning against the growing risk of 
inflation for severe bodily injury claims due to rising costs in the 
healthcare sector. 
 
The low-interest-rate environment is dominating the discussions between 
primary insurers and reinsurers in Baden-Baden: “The sustained low interest 
rates will increasingly test our industry’s still-strong capital base”, commented 
Ludger Arnoldussen, member of Munich Re’s Board of Management. 
“Especially in times of great uncertainty, we must look more than ever to solid 
earnings from our core business and not rely upon gains on investments”, 
he continued. The key question for the upcoming renewals at 1 January 2013 
will be the extent to which the substantially lower interest-rate level can 
successfully be factored into pricing. 
 
However, the financial crisis is not the only challenge facing insurers and 
reinsurers: the cost of bodily injury claims in long-tail business is rising all the 
time. Arnoldussen: “The huge increase in long-term care costs in particular is 
leading to inflation in severe bodily injury claims. In the past, this has been 
underestimated.” The industry needs to pay more attention to appropriate 
reserving in this field in the future. Arnoldussen also stressed that Munich Re 
would be addressing this topic in the renewals. 
 
Outlook for the renewals 
Munich Re expects that prices, terms and conditions will largely remain stable 
during the renewal of reinsurance treaties at 1 January 2013. In the casualty 
classes, Munich Re is proceeding on the assumption that prices will stabilise, 
with a trend towards slight increases. Especially in classes of business with very 
long-tail covers, low interest rates are squeezing future profitability. “We will be 
broaching the issues of the interest-rate level and the inflation of bodily injury 
claims in our negotiations. It remains our guiding principle to ensure that terms 
and conditions are commensurate with the risk”, emphasised Arnoldussen. 
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Note for the editorial staff: 
For further questions please contact 
 
Media Relations Munich, Sabine Gerl 
Tel.: +49 (89) 3891-3890 
 
Media Relations Asia, Nikola Kemper 
Tel.: +852 2536 6936 
 
Media Relations USA, Beate Monastiridis-Dörr  
Tel.: +1 (609) 243-4622 
 
Munich Re stands for exceptional solution-based expertise, consistent risk management, 
financial stability and client proximity. Munich Re creates value for clients, shareholders and staff 
alike. In the financial year 2011, the Group – which pursues an integrated business model 
consisting of insurance and reinsurance – achieved a profit of €0.71bn on premium income of 
around €50bn. It operates in all lines of insurance, with around 47,000 employees throughout the 
world. With premium income of around €27bn from reinsurance alone, it is one of the world's 
leading reinsurers. Especially when clients require solutions for complex risks, Munich Re is a 
much sought-after risk carrier. Its primary insurance operations are concentrated mainly in the 
ERGO Insurance Group, one of the major insurance groups in Germany and Europe. ERGO is 
represented in over 30 countries worldwide and offers a comprehensive range of insurances, 
provision products and services. In 2011, ERGO posted premium income of €20bn. In 
international healthcare business, Munich Re pools its insurance and reinsurance operations, as 
well as related services, under the Munich Health brand. Munich Re's global investments 
amounting to €202bn are managed by MEAG, which also makes its competence available to 
private and institutional investors outside the Group. 
 
Disclaimer 
This press release contains forward-looking statements that are based on current assumptions 
and forecasts of the management of Munich Re. Known and unknown risks, uncertainties and 
other factors could lead to material differences between the forward-looking statements given 
here and the actual development, in particular the results, financial situation and performance of 
our Company. The Company assumes no liability to update these forward-looking statements or 
to conform them to future events or developments. 
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