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Greater uncertainty a challenge to the insurance 
market – 
Munich Re well positioned 

  

The sovereign debt crisis in Europe and the USA, a sustained phase of low 

interest rates and heavy natural catastrophe burdens pose significant 

challenges for insurers and reinsurers. In analysing the increasing 

interconnection of risk, Munich Re has identified initial areas of regional 

and industrial accumulation. 

 

The sector as a whole is particularly affected by the low-interest-rate 

environment: “Our prudent investment strategy is now proving its worth; 

investment diversification is more important than ever”, commented Ludger 

Arnoldussen, member of Munich Re’s Board of Management. At the same time, 

due account of the reduced investment income should also be taken in pricing 

calculations – above all where long-tail risks are concerned. Arnoldussen noted: 

“In the current environment, this will be a major issue in the forthcoming renewal 

negotiations as well”. Moreover, the present crisis showed that safeguarding 

financial market stability is a key task of politicians. “Financial market regulation 

has to improve. With Solvency II, Europe’s insurance industry is on the right 

track in this respect”, Arnoldussen stressed.  

 

However, it is not just the financial crisis which posed a huge challenge for 

insurers and reinsurers but also increasing interconnection of risk. Due to more 

networked, global supply chains, semiconductor production and the automotive 

supply industry in particular have a critical exposure to contingent business 

interruption (CBI) losses. Industrial plants in the northern and midwestern USA 

especially are exposed to earthquakes, while production facilities in Japan and 

Taiwan are additionally exposed to typhoons. “We will clearly point this out in our 

discussions with primary insurers and insist on greater transparency regarding 

these risks”, Arnoldussen noted. “We can only come up with joint solutions given 

such transparency.” 

 

Renewals at 1 January 2012 

With its severe natural hazard events, 2011 is proving to be the insurance 

industry’s costliest year ever. The heavy claims burden has already had an 

effect on the year’s renewals to date. Nevertheless, price developments have 

not been uniform across the market. “As far as Munich Re is concerned, I can 

state that we have further improved the quality of the portfolio and increased our 

premium income”, Arnoldussen commented. “In markets with claims burdens, 
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we have been able to achieve significant natural catastrophe price increases in 

2011.” In Australia and New Zealand, for instance, the increase averaged 40–

50%. Munich Re also realised 10% average rate increases on natural 

catastrophe business in the USA and Latin America. Prices in the rest of the 

portfolio remained stable. 

 

Munich Re expects the trend observed thus far to continue in respect of the 

property-casualty reinsurance renewals coming up at the end of the year. “We 

are seeing a general stabilisation in prices, coupled with hardening markets in a 

number of segments”, Arnoldussen emphasised. “Particularly in times of greater 

uncertainty, staying strictly focused on adequate profitability is more essential 

than ever.” Arnoldussen noted that Munich Re would also approach the renewal 

discussions with this aim in mind. 

 
 

 

Note for the editorial staff: 

For further questions please contact 

 

Media Relations Munich, Sabine Gerl 
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Media Relations Asia, Nikola Kemper 

Tel.: +852 2536 6936 

 

Media Relations USA, Terese Rosenthal 

Tel.: +1 (609) 243-4339 

 

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 2010, the Group – which pursues an integrated business model 

consisting of insurance and reinsurance – achieved a profit of €2.4bn on premium income of 

around €46bn. It operates in all lines of insurance, with around 47,000 employees throughout the 

world. With premium income of around €24bn 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. Our primary insurance operations are concentrated mainly in the 

ERGO Insurance Group. With premium income of over €20bn, ERGO is one of the largest 

insurance groups in Europe and Germany. It is the market leader in Europe in health and legal 

protection insurance. More than 40 million clients in over 30 countries place their trust in the 

services and security it provides. 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 €193bn 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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