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policy. But the strategies applied till now for each company conducted to a loss
of EUR 75 million during the past year for the market aggregate.
In those terms what is to be done for the insurance companies to avoid
the losses? The first measure and the simplest and obvious one: increasing the
prices. But we are wondering how high can the insurance companies raise premium prices? Taking into consideration that Romanian customer does not understand to much the insurance phenomenon and the price is the main criteria
that prevails in his decision to choose the insurer.
A second measure would be cutting costs and a careful examination of
the claim service. A difficult way taking into consideration that the motor repair
shops are inflexible when talking about reducing their tariffs. Also, an attentive
examination of the claims might increase the resolving time of each case which
might conduct to customer dissatisfaction.
Yes, indeed, proffit or loss strategy belongs to each company decision
but, when the minus goes down with EUR 55 million in one year there is a sign
that the companies are supposed to do something about it.
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The specific dynamics of this region continues to amaze, as well as attract operators
from the mature, quasi-saturated markets in
old Europe. Read in extenso about FIAR 2008
in an article written by Daniela GHETU.
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The 2008 edition of the International
Insurance Markets conference at FIAR plan
ned to identify the main development
coordinates specific to CEE markets and to
aproach a topic of major interest for the entire
European insurers community: Solvency II.
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again, those issues that constantly prevent a
profitable growth on this market and led, for
the second year in a row, to negative financial results in the insurance industry.
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The conference dominating the working
schedule of the participants to FIAR, on the
last day was dedicated to life insurance.
Andreea IONETE is proposing a sinthesis of
the mentioned conferece.
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The Financial Investment Day hosted fruitful
debates covering a wide range of issues related to financial investment activities.
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Andreea IONETE is proposing a discussion
with Mr. Emmanuel CLARKE about the trends
of the reinsurance market and also about
PartnerRe’s strategy in CEE, CSI states and especially Romania.
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Read about
the development perspectives for
the insurance
industry and
brokerage, in
an interview
realized by Mihaela CÎRCU.
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The regional structure of the Romanian insurance market as shown by the Structural
Survey in Insurance - 2006, conducted by the
National Institute of Statistics..
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Read a brief of the most relevant news published on www.pensiileprivate.ro during the
past month.

Private Pensions Day

PRIVATE PENSIONS – STARTING
ON THE RIGHT FOOT
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Private Pension Day, now at its third edition,
was strategically positioned between two
major events for the relevant market: the
private pension funds were collecting the
first contributions and the APAPR elections.
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Daniela
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market: waiting for the boom

Whether they came along with a 2nd pillar or
not, voluntary pensions were in most cases
successful in the CEE region. Mihai BOBOCEA
asseses the potential of the Romanian 3rd Pillar.
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The international conference Brokerage in
Insurance and Private Pensions at FIAR was,
this year, a convergence point for the dialogue between supervisors, brokers and insurers.
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Assessing the start of Pillar II

The National House for Pensions and Other Social
Security Rights (CNPAS) and the County Pension
Houses (CJPAS) had the opportunity to organize
an official reunion on the Private Pensions Day at
FIAR 2008.
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Day, FIAR
2008 and
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Insurance Market

> If we were to analyze the trend seen on the Central
and Eastern European insurance markets, we are bound
to use a phrase that has now become almost a common
place: double digit. The specific dynamics of this region
continues to amaze, as well as attract operators from the
mature, quasi-saturated markets in old Europe. Thus,
the transfer of interest towards any means of efficient communication and information that can facilitate the
contact, the access… and, eventually, profitable business in this area is only natural. FIAR, the International
Insurance-Reinsurance Forum makes a clear example in this respect.

Double digit
The double digit growth can be easily seen in the evolution of
this already traditional reunion of the insurance/reinsurance
industry. From one year to the next, the number of participants, companies and institutions represented, of meetings
and business contacts are growing significantly. The 2008
edition brought together almost 650 participants, representing 313 companies and institutions from 29 countries. This is
the bottom line of a week abounding in specialized seminars
and business meetings, as well as memorable moments of
relaxation, intended to cement old friendships or build new
ones… in brief, The European Insurance Week.

During the ten previous editions, FIAR was positioned as the
most important European spring event dedicated to the relevant markets. In such a context, being present at FIAR has
become a tradition for the world’s most important insurance
and reinsurance brokers. The participants think that, year after year, FIAR offers more and more business opportunities. The
presence at this event represents a profitable investment, beyond any doubt, stated Sergiu COSTACHE, Director General of
Media XPRIMM, producer of the event, at the beginning of
the Official Opening evening.

The Foişor Palace from Sinaia was the perfect host for the bilateral meetings during FIAR
4
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The participants stand to confirm this:
Just like every year, I had the opportunity to meet professionals from my field of activity, to renew and further relationships
with old friends and get the most recent information on the
insurance markets from the region. In addition, the fact that
the event brings together only people who are really interested and/or are in charge with business in this region, is important for the quality of contacts made.
Alain BEURRIER
Managing Director, ABAS Conseil, France

This event represents
a real opportunity
of a direct approach
of the most recent
topics related with the
insurance industry.
Mrs. Angela TONCESCU, President CSA - Insurance
Supervisory Commission, Romania

FIAR 2008 was excellent, as always, actually, providing real
opportunities for building useful professional relationships. I
must mention that of all events I use to attend, this is the best
organized one.
Kevin CUMMINS
Property Treaty Underwriter, QBE Reinsurance Europe, Ireland
It is my first time at FIAR and I think it is an exceptional event. I
had the chance to meet very interesting people and gain more
useful knowledge about the markets in the region. I do want
to thank the hosts for their kindness and efficiency.
Angelo SEMERARO
Broker, London International Insurance Brokers Ltd., UK
The main benefit is that we can talk to reinsurers and present
the results of last year and of the first quarter, this year. As
market concentration causes the transfer of decisions towards
the center, fewer representatives of local companies shall go
to Monte Carlo, and Baden Baden shall stay as the second
most important meeting this year.
Georgeta CRIDEANU
OMNIASIG – VIENNA Insurance Group, Romania
As reinsurance underwriter, I appreciate the opportunity to
meet clients – insurers and brokers – and listen to a series of
interesting presentations on topical issues from the markets
that are of interest to me. I also appreciate the permanent
support of the FIAR team for the participants.
Anders NORSKOV
Underwriter, Property Treaty, CHAUCER Underwriting, Denmark

JUNE 2008
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FIAR is an excellent opportunity to build new relationships
and gain a better understanding of Romania’s experience and
of the other markets in the region, including the existing difficulties and potential solutions.
Octavian LUNGU, General Director, VICTORIA Insurance, Rep. Moldova

Novelties 2008
The 11th edition of the International Insurance Reinsurance
Forum was not without news. In terms of organization,
the guests had the surprise of a new location. The new
Conference Center of the International Hotel provided a
number of conference rooms and spaces for bilateral meetings, comfortable and modern, thus contributing to the
event’s success. With regard to information input, the absolute premier of 2008 was the inaugural edition of the Life
Insurance Day at FIAR, as well as the organization, with the
support of CFA Romania, of the Financial Investment Day.
As for communication, choosing the Life Insurance Day for
the official announcement about the presence of ERGO on
the Romanian market was another first worth mentioning.
No longer a premier, the Private Pensions Day from FIAR has
already become a constant. As a happy coincidence, the
2008 edition took place at an extremely important moment
for the private pension market in Romania: the first round
to collect the contributions to Pillar II for private pensions.
In line with the relevance of the moment, outstanding special guests helped building an eloquent picture of the private pension market from Central and Eastern Europe.
I think FIAR is an excellent event. It looked extremely well organized and, in my opinion, very useful. This is my first participation at the Private Pensions Day and I was impressed
with the quality of speakers, as well as the enthusiasm and
openness of the participants who shared their knowledge,
experience and opinions, to everyone’s benefit. I will surely do
my best to attend next year as well.
Mark DOWSEY, Senior Consultant, WATSON WYATT, UK
Private Pensions Day was a very pleasant reunion with business colleagues from Romania and the countries in the region, as well as an excellent occasion to find out more about
the Romanian private pension market. I was impressed by the
event’s quality, by the hospitality and efficiency of the FIAR
team.
Jiří RUSNOK
President, Pension Funds Association, Czech Rep.

6
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Pictures took during the event
are available for download at the official
site of FIAR: www.fiar.ro

Presence …
Although it is no surprise for anyone, it remains a reason
for great satisfaction to have the support and presence of
the insurance supervisory authority at FIAR. The President
of ISC, Angela TONCESCU, accompanied by the ISC board
members - Tudor BALTĂ, Constantin BUZOIANU, Albin BIRO,
Dan CONSTANTINESCU, Corneliu MOLDOVEANU, Aurelia
CRISTEA -, as well as by specialists in the ISC structure, attended both the Forum’s Official Opening, and the works
of the Conference on the international insurance markets,
sending a signal to promote dialogue and transparency on
the market. It is an honor for me to officially open the 11th
edition of FIAR. This event is a real opportunity for a direct and
implicit approach of the most topical aspects of the insurance
market, stated Angela TONCESCU. Following the same idea,
the presence of the ISC representatives at the specialized
conferences – brokerage, motor insurance, life insurance -,
made the works of these sections more efficient.
The private pension supervisory authority also demonstrated its support and interest for a dialogue with the market and a transfer of experience, facilitated by the Private
Pensions Day. CSSPP was represented by Doru-Claudian
FRUNZULICĂ, CSSPP board member, Cristian ROŞU,
Director General, Anca NICOLĂESCU, Deputy Director
General. Playing an important role in the operation of Pillar
II for private pensions, the National House for Pensions and
Other Social Security Rights (CNPAS) was represented at
the highest level, by its President, Mariana CÂMPEANU.
The professional associations of insurers and insurance
and private pension brokers from Romania, UNSAR and
UNSICAR, the Austrian Insurers Association (VVO), the
Insurers League from Ukraine, the Union of the Spanish
Insurance and Reinsurance Companies (UNESPA), as well
as the Ministry of Interior and Administrative Reform, the
Ministry of Economy and Finance, the National Commission
of the Financial Markets from the Republic of Moldova are
the professional associations and government institutions that actively attended and gave their support for the
works of the Forum. We also had present here representatives of prestigious consulting companies, such as OXERA,
TILLINGHAST TOWER-PERRIN or WATSON WYATT, who were
special guests and speakers at FIAR 2008, making the conferences even more attractive.
You can read more about the topics debated, the actual
specialized conferences from FIAR 2008 and their conclusions, as they are tackled in the articles on the next pages
of this magazine.

Daniela GHEŢU

JUNE 2008
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> More than a year after Romania’s accession to the EU, the insurance market in our country continues the
accelerated growth…
About the development perspectives for the insurance industry and brokerage, in an interview with

Angela TONCESCU

President, Insurance Supervisory Commission
PRIMM: It’s been more than a year since Romania’s accession to the European Union. What did this event mean for
the insurance market?
Angela TONCESCU: 2007 meant the awareness of the fact
that we belong to the single European market, where the
four freedoms are fully functional and generate new challenges for the Romanian insurance market.
It also meant that the market embarked on a sustained
process of training the personnel, diversifying and improving the services they provide to customers, getting involved
in adapting the legislation to the new EU regulations.
PRIMM: How would you describe the evolution of the
Romanian insurance market over the past year, both in
terms of volume and level of maturity and quality of products and services?
A. T.: Preliminary data for 2007 indicate that the Romanian
insurance market continued to grow, reaching a gross underwritten premium income of approximately RON 7.17
billion, namely EUR 2.15 billion. In relation with the Gross
Domestic Product estimated by the National Institute of
Statistics for 2007 and amounting to RON 404.7 billion, the
insurance penetration rate in Romania is 1.77%, compared
to 1.67% in 2006. The insurance density reached about
RON 333/capita in 2007, also higher than the previous year,
when it was about RON 266/capita.
Because people don’t change their mindset overnight,
the structure of the two insurance categories did not undergo significant changes, as expected, with almost 80%
of the total premiums still coming from non-life insurance.
However, considering that the growth rate for life insurance

> According to the region distribution of premium
underwriting, almost 46% of the premiums come
from the region of Bucharest – Ilfov, and the density
here was approximately 4 times higher than the
national average. Given this context, I expect to see
the other development regions create numerous
business opportunities for the insurance companies
in the years to come.
8

premiums was much higher than the previous year, we can
estimate that 2007 meant a re-launch for life insurance.
According to the region distribution of premium underwriting, almost 46% of the premiums come from the region of
Bucharest – Ilfov, and the density here was approximately
4 times higher than the national average. Given this context, I expect to see the other development regions create
numerous business opportunities for the insurance companies in the years to come. Therefore, it is highly likely that
the Romanian insurance market reaches, by 2017, a level of
gross underwritten premiums of about EUR 7.5 billion, representing an average annual growth of 13 – 15% in euros.
As for the quality of products and services, the insurance
markets are known to have the highest flexibility when
it comes to adapting their offer to the existing demand.
Thus, as long as there is an insurable risk and a community of insured exposed to that risk, insurance companies
are capable of expanding the range of insurance products
they offer, the investment requirements being different
depending on each company’s strategy and distribution
channels.
PRIMM: What do you think the main influences on the insurance market will be next year? Are we going to witness a
decrease in the ratio represented by motor insurance, or a
re-launch of the life segment?
A. T.: The motor insurance market continued to grow
strongly in the first months of this year, which makes us believe that motor insurance shall maintain the highest share
this year. Meanwhile, if we consider the evolution from
2007, we expect to see life insurance continue its growing
trend this year as well. In a few years, I think we’ll be able to
talk about a much higher percentage for life insurance, but
a complete reversal of shares for the two main insurance
categories, namely life and non-life, is expected to take
place on a longer term.
PRIMM: How do you think the pressure of the competition
will impact on the local hierarchies, considering the high
interest of strategic investors to start on the Romanian insurance market?
A. T.: As I anticipated, last year was a full year in terms of
transfer of shares, mergers, transfers of portfolios and capital inflows. Thus, about half of the existing insurance comYear X - Issue 6/2008 62
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> Considering that the
growth rate for life insurance
premiums was much higher
than the previous year, we can
estimate that 2007 meant a
re-launch for life insurance.

JUNE 2008
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Interview

> Regarding the impact of strategic investors
on the local hierarchies, it is highly unlikely to
be considerable on short term, given that in my
opinion, the insured and the potential insured from
Romania trust more the information they have
on the respective company’s activity and are not
particularly interested to know who is behind it.
panies increased their registered capital, with a new capital
inflow in excess of EUR 150 million in 2007. Considering the
evolution in the first three months, 2008 seems to be similarly effervescent in this respect.
Regarding the impact of strategic investors on the local hierarchies, it is highly unlikely to be considerable on short
term, given that in my opinion, the insured and the potential insured from Romania trust more the information they
have on the respective company’s activity and are not particularly interested to know who is behind it.
PRIMM: In the past several years, constant steps have been
taken to turn the Romanian brokerage market into a professional one. How would you describe this market and
what are the steps it has to take next?
A. T.: We now have approximately 400 companies authorized to conduct insurance brokerage operations on
the Romanian market. During 2007 alone, 70 insurance
brokers were authorized, this indicating an ever higher
interest for this activity. The preliminary data sent to the
Insurance Supervisory Commission show that the share of
premiums intermediated by insurance brokers in the total
gross underwritten premiums increased in 2007 up to 29%,
compared to about 20% two years ago, a sign that their ac-

tivity is acknowledged more and more by the insured and
the insurance companies. Thus, the intermediated premiums amounted to approximately RON 2.1 billion, meaning
about EUR 630 million, on an insurance market with a gross
underwritten premiums income of EUR 2.15 billion.
Facts and figures show that the insurance brokerage market is on the upward trend. Therefore, I think it’s very important that all its members demonstrate their professionalism and fairness, also with regard to the legislation in force.
Under such circumstances, I would like to point out that
we still have authorized insurance brokerage companies
that do not get informed on the regulations in force, therefore not observing them. This situation may cause serious
damage for the image of the entire brokerage market and
may impact on its growth rate. As a conclusion, I believe
the future evolution of this intermediary segment depends
largely on the brokers, on how they understand to observe
the regulations, on the quality of services they provide, on
how they succeed in representing the customers and their
respective interests.
PRIMM: The supervisory authority is a body under constant
development. How would you describe the current stage of
the ISC operations and what are the directions you plan to
focus on for the institution’s development?
A. T.: At present, ISC has the right type of organization
and personnel to meet the commitments undertaken by
Romania through the Accession Treaty and to meet its
purpose, namely protecting the interests of consumers of
insurance products and promoting the market’s financial
stability.
This year, a special importance is placed on actions aimed
at continuing to improve the level of training for the ISC
staff, so as to be able to optimally manage the implementation of the Solvency II concept.
Mihaela CÎRCU
Foto: Cristian GACHE

Get instant access
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> The 2008 edition of the International Insurance Markets conference at FIAR planned, on the one hand, to identify the main development coordinates specific to Central and Eastern European markets and, on the other hand,
to approach a topic of major interest for the entire European insurers community: implementation of Solvency II,
the new European prudential philosophy in insurance.

CEE markets, where to?
Experts from the Romanian, Czech, Slovakian, Hungarian,
Bulgarian and Moldovan insurance markets delivered a
brief overview of the main characteristics, defining the
level of development, as well as the concerns of the insurers in these countries. As host, Romania opened the series
of presentations with Angela TONCESCU, President of the
Insurance Supervisory Commission: We notice that written
premiums for this first quarter represent about one third of the
total for 2007, which makes it highly likely to witness a continuation, in 2008 as well, of the upward trend experienced by
the Romanian insurance market over the past decade. Thus,
in concrete figures, according to the preliminary data, the
gross written premiums for the 1st quarter 2008 were RON
2.38 billion (EUR 645.25 million), exceeding by 16.8% the
level for the first three months in 2007. As for gross claims
paid during the same reference period, they amounted to
RON 998.4 million (EUR 270.63 million), a 22.8% increase
compared to Q1/2007. In non-life insurance, the volume
of underwriting in Q1/2008 exceeded RON 1.96 million,
15.08% more than the same period in 2007, representing
82.5% in the total underwriting. In life insurance, gross written premiums totaled, by 31st of March 2008, RON 416.66
million, a 25.68% increase compared to the same period in
12

2007, and represented 17.5% in the total underwriting. A
notable change occurred in mandatory motor third party
liability insurance, a class where gross written premiums
amounted to RON 668 million in the first three months
of 2008, the real increase in RON being 6.83%. Actually,
for this insurance class, the results published by the specialized magazine Insurance PROFILE indicate a negative
trend, in euro, of 6.59% compared to the MTPL market value in the first three months of last year, when underwriting
increased by more than 30%. This goes to prove that the 45
– 50% increase in tariffs, planned for the second half of last
year, in line with the higher limits for liability, did not actually
happen, underlined Angela TONCESCU.
In terms of profitability, the President of the supervisory
authority wanted to mention that the relevant market
experienced a negative financial result in 2007, for the
second year in a row, namely a net loss of about RON 253
million (approximately EUR 75.8 million), which, compared
to the total written premiums, represents about 3.5%. This
net loss occurred in an environment where, in 2007, life
insurance reduced its net technical profit to RON 66 million (compared to RON 106 million in 2006), and non-life
insurance recorded a net technical loss of about RON 324
Year X - Issue 6/2008 62
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million. In relation with the underwriting volume on the
non-life insurance segment, the net technical loss from
2007 in non-life insurance represented 5.7%, compared
to 3.7% in 2006. I want to underline the fact that the results
for 2007 have no impact on the market’s stability and on the
safety of the insured. In this context, we want to also point
out that insurance companies are the only ones to decide if
they target profit or loss, depending on their own strategies,
accepted by their own shareholders. But ISC is permanently
monitoring all prudential indicators and has the ability to
take all necessary measures required so as to ensure market
stability and the protection of the insured’s interests, stated
Angela TONCESCU.

Life – a maturity criterion
The life insurance segment represents, at the end of Q1
2008, 17.5% of the Romanian insurance market’s portfolio
and, although the increase rate on this business line was
higher than in non-life insurance, this is not going to cause
but the recovery of the several portfolio percentage points
lost by life insurance over the past two years. A similar
structure is seen on the Bulgarian market as well, where
only about 17% of underwritings were made in life insurance. By comparison, life insurance represented approximately 41% in the volume of underwritten insurance in the
Czech Republic in 2007, while the percentage in Slovakia
was about 50%. One step ahead, Hungary witnesses a 55%
share of life insurance, with a growth rate for this class,
in 2007, considerably higher than in non-life insurance
(22.3%, compared to 12.8%). In Moldova, with a still small
insurance market, the presence of life insurance in the total
underwriting is limited to 5%.
A relevant differentiation factor is the life insurance density, closely related to the insurance market’s maturity, as
well as to the economic development level, the population’s prosperity and the level of financial knowledge. Thus,
if the inhabitants of Hungary spent an average amount
of EUR 204 in 2007 to cover the risks from this category,
and the Czechs and Slovakians were also close to this level
(EUR 198 and EUR 159) the amounts paid yearly for life
insurance by Romanians and Bulgarians are significantly
lower (about EUR 21 and EUR 16.5), and in Moldova they
diminish dramatically to an yearly average of about EUR
0.5. Commenting on the factors leading to the success
of life insurance on the Hungarian market, Otto CSURGO,
President, OTP Garancia Insurance (Hungary), underlined
that to a great extent, this is due to the insurance intermediar-
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ies, who realized the special potential of this business line, but
also to companies that adapted their products very quickly to
the local specificity. However, the Hungarian guest added
that without a policy of fiscal advantages, this would not
have been possible, especially in the beginning stage, despite
improvement of the sales techniques and even the public’s
increased appetite, stimulated by the public social security
crisis and the growth of the lending industry.
The importance of establishing a fiscal facility policy was
mentioned by the Czech speaker as well, Vladimir Pulchart,
Managing Director, MAXIMA Insurance, who pointed out
that for small employers, especially, with a low financial power, the existence of significant fiscal benefits represented the
most important argument in deciding to buy life insurance
for their employees. Unfortunately, as Romeo JANTEA, the
conference moderator, mentioned, in Romania, the government representatives are not only totally unwilling to grant
fiscal deductibility to foster the development of life insurance,
but the amendments brought recently to the fiscal legislation
caused for endowment life insurance, in case the employer
pays the insurance premiums for their employees, to also pay
contribution to social security for these amounts.
Still, the Romanian insurers did not abandon the fight for
deductibility. Reminding us that there is a precedent, as
deductibility for life insurance was provided for in the fiscal
legislation in 2004 and subsequently eliminated after the introduction of the single tax rate, Cristian CONSTANTINESCU,
President of UNSAR, announced that insurers are lobbying
for the Ministry of Economy and Finance to reintroduce the
fiscal facility for life insurance. We believe that the situation
should not be assessed in comparison with mature markets,
such as Austria, Germany etc., where it is obvious that fiscal
deductibility plays no significant role at the moment, but with
the situation 30 – 40 years ago, when these markets were
barely taking shape mentioned Cristian CONSTANTINESCU.
Their experience shows that the life insurance segment can
grow only through certain fiscal facilities.

Aiming for profit
By pointing out to the second consecutive year when the
Romanian insurance market’s balance ended up in red,
the discussions on profitability were off for a solid start.
The experience of the markets in the region that reached
a higher development level proved that aiming for profit
is a mutation specific to maturity. In this respect, Otto
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CSURGO notices that, for the Hungarian insurance market,
the number of companies generating profit increased only
over the past several years. This situation is characteristic
for all emerging markets and I think it can be considered as
normal if we think that a large part of the financial losses are
not due to claim payment, but to institutional building costs,
absolutely normal and considerable for every company in the
beginning, explained the Hungarian expert.
As for the situation in Romania, according to the President
of UNSAR, the pressure of shareholders to make the insurance activity profitable gets higher and higher: Over the
past several years, the Romanian insurance market experienced higher premiums and claims, at an exponential growth
rate. Moreover, the activity loss varies at similar exponential rates, which leads only naturally to the question about
how long the shareholders can take these losses. Cristian
CONSTANTINESCU states that the only solutions for making the activity profitable are higher premiums and cost
control. Given the limited purchase power, most premium
tariffs remain an option with uncertain effects. I anticipate
a major impact in 2009. I expect to see a considerable increase
in this direction leading to lower insurance penetration rate,
over a not so long term. By paying more attention to claim
costs and administration expenses, by implementing backoffice policies and systems to increase efficiency, insurers
should manage to get better technical results and, implicitly, aim towards profitability.

Solvency II – a turning point
The second part of the conference focused on the trends in
the insurance industry development in Central and Eastern
Europe, from the perspective of reinsurers operating in this
region, as well as other topics related to the implementation of the Solvency II European Directive.

According to the German reinsurer MUNICH Re, Solvency II
shall have a major impact on the activities of insurance companies, representing an efficient tool for raising the professionalism in management and for changing the methods
of measuring, assessing and controlling risks. Some of the
main objectives of Solvency II are increasing the level of protection for the insured, creating a harmonized supervision system at European level, based on the current risk situations of
each insurance company, as well as expanding the quantitative supervision system, as insurers develop their own internal
solutions for risk management, mentioned, during the conference, Bernd HORSCH, Solvency Consultant, MUNICH Re.
In this respect, the expectations of MUNICH Re regarding the
increase in the demand for reinsurance in Romania focus on a
solid increase in the demand for risk management, in the context of preparing for the implementation of the new Solvency
II regime, stated Andreas GROSSE, Market Coordinator for
Romania, MUNICH Re.
In this respect, the German reinsurer offers a wide range
of services, from assessing the consequences for the market of this new regime, to coaching and software solutions,
such as www.pillarone.org, an initiative sponsored by
MUNICH Re and intended to provide the customers with
all tools required for developing their own internal models
for a quantitative approach of risks.
Nevertheless, direct insurers are rather concerned about
the implementation of Solvency II. The process appears to
be long and expensive, forcing the operators to bring considerable systemic changes to entities often described by a
still fragile balance.

Conclusions
In the reinsurers’ view, a possible conclusion of the discussions held during the first conference of the 2008 edition of FIAR is that, as insurance market becomes more
concentrated in the hands of large European groups, the
decrease of the number of customers causes a lower demand for reinsurance. The transition period experienced by
the Romanian insurance market features 20% annual growth
rates, a specific motor insurance dynamics, as well as a very
low insurance coverage level, compared to the European average. On their path towards maturity, the emerging markets
must focus more on a technical approach of their insurance
activity and on a better understanding of risks. Another key
step to maturity that any emerging insurance market must
take is the implementation of the Bonus-Malus system. Thus,
the situation of the motor insurance market shall be dealt
with quickly, as insurers are able to exchange information
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about the losses on this segment, stated Andreas GROSSE.

intensity of catastrophic events. According to Vladimir

As for insurers, the main challenges ahead are: going
through a soft stage on the market, with direct effects in
lowering the premium tariffs for property classes; an apparent capacity excess on the CEE markets, leading to aggressive policies for commercial underwriting; implementation of Solvency II and adjusting to the more and more
obvious effects of globalization; the high frequency and

PULCHART, we might say that insurers are the victims of their
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own success: the spectacular increases seen on the markets
from this regions attracted more and stronger operators, thus
heightening the competition and bringing new challenges for
the companies.
Daniela GHEŢU
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> The Motor Insurance Day at the 11th edition of FIAR – The International Insurance-Reinsurance Forum brought
to everyone’s attention, once again, those issues that constantly prevent a profitable growth on this market, as
well as minute approaches of issues that led, for the second year in a row, to negative financial results in the
insurance industry.

Motor lines grow undisturbed,
despite losses on the market

If we consider the conclusions of the most recent meeting on the topic of motor insurance, we can say that solutions are found in the details dictating the difficulties encountered in modernizing this industry and streamlining
the claim settlement procedures. Many of them relate to
an insufficient, incomplete or irrelevant communication
between the management and the other departments
and, in general, it is due to the lack of a communication
culture between all stakeholders. Therefore, this article is intended to describe the logic of the discussions held during
the Motor Insurance Day, whose moderators, Ionel DIMA,
Deputy General Manager of AVUS International Group, and
Sorin GRECEANU, Director General FPVS – Street Victims
Protection Fund, played the card of active collaboration
between all stakeholders involved in what we still call the
driver of the insurance market in Romania.

Room for growth... still enough
Dominant in the portfolio of most non-life or composite insurance companies and described by positive trends that
stayed, over the past five years, at a level in excess of 25%,
16

the motor insurance class represented over two thirds of
the total underwriting in non-life insurance during the financial year of 2007, more precisely 75.5%, compared to
64.3% in 2006.
As for the results of this first quarter, gross underwritten
premiums for Motor Hull increased by 40.72%, while underwritten premium income from third party liability insurance
experienced, for the first time, a one-digit growth, only 6.83%.
The coverage rate in third party liability insurance for the
Romanian vehicle fleet of about 4 million vehicles was 84.7%.
The claim rate also increased visibly in the first three months
of 2008, by 34.25% for the Motor Hull class and by 41% for
MTPL, according to the data announced by Constantin
BUZOIANU, Vice-President of ISC, during the conference.
Regarding the measures prepared by the Commission,
Constantin BUZOIANU mentioned that, for the next period
of time, the authority plans to improve the norms on motor third party liability insurance, and is currently working
alongside UNSAR on the procedures, as well as on establishing the necessary provisions for enforcing the amicable
report.
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There is significant room for growth on the motor insurance
market, no doubt about it, if we consider the 100,000 new
registrations reported in the first three months of the year,
while the perspective of increase in the claim rate is also well
grounded, pointed out Ionel DIMA. Regarding the expansion of the vehicle fleet, Ovidiu CIOBANU, President of
FPVS, mentioned that out of the total registrations, 73%
represent insured vehicles, while the insurance coverage rate,
expressed as ratio between the number of sold policies and
registered cars, was 89.2%.

Trends dictate the evolution of claims
The claim rate on the motor segment is influenced by a series of trends, such as the increase in the claim frequency
and the average claim, or the dynamics in the number of
accidents. According to the President of ANSDAR – the
National Association of Automotive Dismantling and
Recycling Companies, Maria BOGHIAN, they have an even
unhealthier evolution for the smooth operation of the motor insurance market, as prices in repair shops increase,
alongside lack of discipline in traffic, more refined methods
to fraud insurance companies, only a few Motor Hull insurers apply the franchise and not all insurers observe the
principles of profitable underwriting.
Claim frequency, one of Europe’s highest, also influenced
by a series of factors, such as drivers’ lack of discipline, higher number of registered vehicles, undersized road network
and poor condition of roads, shall significantly increase in
the near future. According to ANSDAR, in Romania, two
out of three insurers have an average claim per year (65%),
compared to the European Union, where a maximum of
one out of ten insured go through such an event once a
year.
Regarding the trends in car manufacturing and the consequences of these changes, ANSDAR warns that the technical solutions will evolve radically, together with the increase in costs, over the next decade, depending on the
new environmental and road safety regulations. Therefore,
the evolution of technologies, alongside the adaptation to
resources availability and the higher competition worldwide, will impact directly on the increase in the vehicles’
value (and the value of insurance/compensation, implicitly)
and on a higher involvement in environmental protection.
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The dynamics of serious accidents, as well as the drivers’
lack of discipline represent two other aspects dictating the
size of claims on the motor insurance market. For a clearer
image on the proportions of these incidents and their evolution, the representatives of the Traffic Police presented,
at FIAR, the operative situation for this year’s first four
months.
By the end of April, 3,049 serious car accidents took place
on the roads of Romania, resulting in 857 deaths, 2,693
with serious injuries and 1,005 with minor injuries. The total number of accidents nationwide was 142,479, of which
25,838 in Bucharest, and 104,103 repair permits were issued
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a specialized company). The important part is that the claim
expert does both the claim report and the evaluation (using
systems like AUDATEX, EUROTAX, DAT etc.), but even more importantly, the insurance system must recognize such a report.
I am optimistic and cannot believe that Romania in 2008 can
go against the trends of a Europe to which, fortunately, it belongs, expressed his point of view Ion MOISE.
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Non Banking Financial Services Department, Romania
Association, Romania
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Another measure required in order to have a more efficient
claim settlement, proposed by Gheorghe AXINTE, CEO,
AUDATEX Services, is the setting up of specialized professional bodies, consisting of representatives of both parties
involved - insurers (claim departments) and repair shops.

Lack of collaboration slows down the motor
insurance market
Time has proved that the main destabilizing factor for the
motor insurance is the lack of collaboration between the
professional associations of stakeholders – UNSAR - ALB
- UNSICAR - ANSDAR – in information, awareness raising
campaigns and other joint activities. Meanwhile, there is a
lack of collaboration between insurers – in terms of strategies adopted, databases and tariffs accepted for labor or
prices of spare parts –, but also the relation insurance company – broker – leasing company - IGPR - ANSDAR - RAR.
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for these events, stated Nicu CRĂCEA, Chief Commissioner,
Traffic Police Directorate.
Talking about insurance fraud, the calculations made by
ANSDAR indicate a EUR 3,000 average value for motor insurance fraud per salvage car. Thus, for 1,000 salvage cars,
the insurance market’s loss for 2008 would be EUR 3 million, while for 25,000 salvage cars, it would go up to no less
than EUR 75 million, stated Maria BOGHIAN. These losses
would also be influenced by the activities from the motor
repair shops, by replacing the compliant parts within the
guarantee period or by taking out and replacing parts from
salvage cars.

Claim management requires a braver motor
insurance market
Because of its cowardice, the Romanian motor insurance system still suffers from a series of problems affecting the efficiency and profitability of the whole market, such as leaving to the
Traffic Police to go through the entire process of deciding who
is the guilty party in case of motor accidents and placing the
role of claim assessment to the repair shops, explained Ion
MOISE, Managing Director, E-CLAIMS Management.
Also, the flow of claim settlement is fundamentally wrong,
therefore we see the need to include a claim evaluation
phase, namely calculation plus assessment, that can be the
basis for compensation in motor insurance, instead of the
invoice for repairs.
I wish the Romanian insurance system understand the role
of the claim expert, who needs to replace the current claim
inspector. The claim expert can be dependent (hired by an insurer), as well as independent (working as free-lance or with
18

The time has come to realize that we are partners, we share
the risk for the same customer – we finance them, the insurers
cover the risks they are exposed to. We need to think beyond
the financing moment and the selling of the insurance product and focus together on servicing the customer, considers
Adriana AHCIARLIU, Secretary General of ALB.

ANSDAR sets the tone for solutions
There is an obvious need to adopt a collaborative attitude
throughout the market, meaning the creation of a common database, the implementation of the bonus-malus
system and the risk-based tariffs. Also, the relevant companies must take measures to separate the reporting from
the settlement activity, as well as claim adjustment in a
centralized system.
Among the measures with a significant impact proposed
by President ANSDAR we have the outsourcing of various
activities – reporting, evaluation and trading of salvage
cars, by a management contract with performance indicators –, sanctioning thefts and replacement of salvage cars,
as well as partnerships, collaboration and communication
between stakeholders.
Thus, the motor insurance market needs a complete
change of mindset, to accept new ideas and methods,
based on concrete results, as well as collaborators that
cannot be blamed for lack of seriousness, honesty, professional integrity, proven results, willing to share the risk with
the insurer.
To go straight to the point, the motor insurance market
needs to grow up.

Andreea IONETE
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Life Insurance in Romania
Towards European Standards

The conference dominating the working schedule of the
participants to FIAR – International Insurance-Reinsurance
Forum, on the last day was dedicated to life insurance.
On this occasion, prominent representatives of the relevant
segment from Romania and from abroad gave an overview
of the European life insurance market, as well as an overview of related threats and opportunities. The growth potential and perspectives for this insurance class in Romania
was an important topic of the Conference, together with
cooperation between insurers and banks, as well as using
life insurance as a tool for motivating and retaining the employees.
With a population of over 357 million inhabitants, the
emerging markets represent a significant segment for the
European insurance market. Under such a context, Romania
is to play an important role, being one of Central and Eastern
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Europe’s largest countries by the number of inhabitants, with
higher living standards to impact decisively on the population’s demand for life insurance products, mentioned Corina
BURBEA, Consultant, TILLINGHAST – Towers Perrin, on the
Life Insurance Day organized at the 11th edition of FIAR.
Together with Ukraine, Croatia, Bulgaria and Serbia,
Romania has a low GDP penetration rate (0.34%), as well
as a limited life insurance density, both depending on the
country’s economic growth level. Thus, although the GDP
per capita (EUR 3.7 thousand) is higher than in Bulgaria
(EUR 2.7 thousand), we have a lot to catch up with the other emerging markets, such as Poland or Croatia, the poor
insurance culture of the population being one of the most
important challenges for the local insurance companies.
Analyzing the written premiums per capita in the emerging
countries, for life and non-life insurance, the analysts from
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TILLINGHAST – Towers Perrin concluded that only 20% of
the underwriting goes to the life segment, thus generating favorable premises for growth on this insurance class
in Romania. In this respect, we shall mention the increase
in the population’s living standard and purchase power,
the higher number of retired persons, as well as a change
in the mindset of the new generation, with regard to the
need for these products.

Growth driver on life: fiscal facilities
In order to reach a decent 30% share of life insurance in the total market, an annual increase by 30-35% will not be enough,
given that the non-life insurance segment will also undergo
an accelerated development, stated Florina VIZINTEANU,
President, BCR Life Insurance, at the conference. One of the
solutions to this problem of the Romanian life insurance
market would be, according to Florina VIZINTEANU, fiscal
facilities: Considering that the EU accession brought about
a positive trend on the market, we are now waiting for fiscal
facilities that will surely become a growth driver for this industry.
Another factor that might help this segment grow to 30%
would be a higher professionalism in the industry. The BCR
Life Insurance official pointed out to an improvement in
this respect, both in products and in the sales force much
better trained, educated and more professional than the sale
force on the non-life segment.
In 2007, the share of life insurance was 20.26% in the total
underwriting, an increase by 35.86% compared to the previous year, and for the first quarter of 2008, this indicator
reached 17.5%, compared to 16.32% in Q1/2007, according to the Insurance PROFILE magazine.

Life – pensions: symbiosis or cannibalization?
An impetus for this segment’s development was the recent
Pillar II enlisting campaign, this being the main reason for
some important market studies on this topic.
If we take a particular case, more than 97.7% of the inhabitants of Bucharest that have no life insurance, are not participating in any of the private pension funds either. The
share of individuals from the rest of the country in the
same situation is 96.6%. This is one of the conclusions of
the survey How do employees see life insurance?, conducted
by MEDNET Marketing Research Center and presented by
Lăcrămioara Laura VOINEA, Managing Director of the company, at the Life Insurance Day conference.

JUNE 2008

Mr. Corneliu STANCIU,
General Manager, ZEPTER
Invest, Romania

Mrs. Lacramioara Laura
VOINEA, Managing Director,
MEDNET Marketing Research
Center, Romania

According to the research conducted by MEDNET nationwide, among the persons already participating to a Pillar II
pension fund, the share of individuals with life insurance is
21.1% in Bucharest and 23% in the rest of the country. Also,
8.8% of people from Bucharest and 12.4% from the rest of
the country would choose first life insurance as an extrasalary benefit from their employer.
Thus, in June 2007, when the study was conducted, life insurance ranked third among the employees’ choices, after
a private pension that came first for 20.9% of the capital’s
inhabitants and 19.1% from the rest of the country, and a
private health insurance, with 17.7% and 14.5%.
In this context, the specialists’ forecasts regarding a potential guerilla fight between life insurance and private pensions for the savings of the Romanians did not come true,
as these products proved to be complementary and not
substitutive.
A topic that was heavily debated until the start of the private
pensions was the potential cannibalization with life insurance, for the Romanians’ somewhat limited budget. However,
it proved that Pillar III pensions can soon turn into real vehicles
for life insurance sales, pointed out Florina VIZINTEANU.
Sorina NICULESCU, insurance specialist, shares the same
opinion: Our fear about a potential cannibalization between life insurance and private pensions proved to be
ungrounded, as products are eventually complementary.
Sorina NICULESCU also underlined that, if up to now
Romanians used their money to buy non-life insurance
(editor’s note: focusing heavily on the motor class), as the
income increases nationwide, they shall be more and more
willing to buy both life insurance and Pillar III pensions.

New forces on life
In other words, the recent mergers and acquisitions from
the European market, as well as the saturation on the insurance segment in Western Europe made more and more
foreign investors come on the Romanian life insurance
market, attracted by the high growth rates and its existing
potential, still unused.
In this context, the German insurer ERGO has recently
joined the foreign players already present on the market,
aiming at a Top 10 position among the local life insurers by
next year, as stated by the company’s officials.
We have a very difficult task: to make efforts and improve the
share of life insurance in the total market. It is an important
challenge and we are ready for it. We do hope we will grow
very rapidly, stated Ina CREŢOIU, Director General of ERGO
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Romania. The company will sell starting with the second
quarter of this year, through a partnership with UNICREDITBank.
Răsvan RADU, CEO, UNICREDIT-Ţiriac Bank, presented the
reasons for this partnership, mentioning that we lacked
products in our portfolio – insurance products and a real estate division. We did not want to start from scratch, without
a group experience. For bancassurance products we went for
MUNICH Re because of the quality of their products and in the
light of the previous collaboration between MUNICH Re and
HVB, added the UNICREDIT-Ţiriac Bank official.
ERGO’s target is an ambitious one, considering the quite
high level of concentration on the relevant market in
Romania. According to the survey presented by the experts from TILLINGHAST – Towers Perrin at FIAR 2008, the
Romanian market is one of the most concentrated of the
emerging markets; thus, ING, the market leader, has a share
in excess of 30%, while more than 93% of the total gross
written premiums on the life segment is covered by the
first 10 companies.
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Starting from this reality, we notice that the consolidation trend on the international markets had a significant
influence on the local life insurance segment, the foreign
companies being prominent on the market. We expect to
benefit from the experience of the large international companies, especially as a result of the increased competition
among them, at local level.
And it is equally obvious that the company to introduce
innovative products, to develop a strong distribution
network, to be customer-oriented and also align to the
European and international standards will benefit most.
Last, but not least, the fact that Romania is getting closer to
the indicators seen in the ECE countries will inevitably lead
to a significant growth on the life insurance segment.
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Risk vs. Return at FIAR
> On Wednesday, the 21st of May this year, the 11th edition of
FIAR – the International Insurance-Reinsurance Forum hosted
the Financial Investment Day, event organized with the support
of CFA Romania.
FINANCIAL INVESTMENT DAY included six presentations
delivered by CFA Romania members, covering a wide
range of issues related to financial investment activities,
portfolio management processes, as well as risk management strategies.
In his presentation Portfolio management for institutional investors, Bogdan BILAUS, Member of the Board of Directors,
CFA Romania, tackled the major stages of a portfolio management process. The speaker talked about strategic asset allocation, tactical allocation, securities selection, implementation of portfolio management strategies, while
Mugur POPESCU, Vice President, CFA Romania, focused on
the selection process for mutual funds investments. The
discussions included topics like diversification through
mutual funds, evaluating the issuing prospect of mutual
funds, evaluation of their investment performances.
In his presentation, Assets allocation in an individual portfolio, Adrian MITROI, Member of the Board of Directors, CFA
Romania, talked about difficulties recently encountered by
financial administrators in the context of the US sub-prime
crisis, that impacted on the Romanian market as well. Thus,
the author revealed that the investment structure proved
to be, once again, one of the sensitive aspects of the in24
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vestment strategies. Issues like financing behaviors of the
individual investor were also discussed, in the background
of a declining market.
Mr. Adrian CODIRLASU, Member of the Board of Directors,
CFA Romania, debated on Using derivative financial instruments for loan risk hedging, presenting loan risk management strategies for a portfolio using derivative instruments,
focusing on the use of credit default swaps contracts
(CDS).
Emilia BUNEA, Member of the Board of Directors, CFA
Romania, talked about the difficulties of assets and liabilities management process on the Romanian market, with
references to specific issues, in this respect, of insurance
companies and pension funds. Thus, in her intervention,
Emilia BUNEA proved that these companies face maturity
unbalances and different sensitivity of the market value of
assets and liabilities to interest rate changes, also offering
prudent management solutions to these entities.
Finally, Dragoş CABAT, President, CFA Romania, presented
some ideas about the risk in investment management,
mentioning that investment management always had to
face the dilemma risk versus return and said that questions like What is the optimal portfolio for a specific risk or
return profile and how can it be permanently monitored and
re-balanced? often caught the audience’s attention, as risk
related considerations became secondary to return-related
objectives, heading towards failure.
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As a conclusion of the first edition of the FINANCIAL
INVESTMENT DAY from FIAR, Paul MITROI, Director
General of the General Directorate for Regulations and
Authorizations in Non-life Insurance expressed his satisfaction about the success of the event: I, personally want to
congratulate those who had the initiative to launch this section of FIAR, as it is equally important and interesting. I now
launch the idea to have, next spring, a more focused (organized) seminar, with applicability in insurance, as the first edition was mainly intended to raise the awareness on risk management policy in insurance, as it is clear that the insurance
industry needs more and more information on the administration of the investment portfolio and asset management liability to be able to focus better on it, as insurance company.
I also hope it will become a tradition, and we shall have a oneday section at least at FIAR, depending on the participants’
interest, added Dragoş CABAT.

Vlad BOLDIJAR
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Insurance Brokers

> The international conference Brokerage in Insurance and Private Pensions at FIAR was, this year, a convergence
point for the dialogue between representatives of the Insurance Supervisory Commission, insurance and pension
brokers, members and representatives of the UNSICAR - National Union of Insurance Brokerage and Consultancy
Societies from Romania, representatives of insurance companies.

Brokerage:
on the rise
2007: A spectacular leap and a promising start
The conference started off by commending last year’s positive results of the market, while according to the forecasts
made by the representatives of the insurance brokerage
companies present at the brokers’ event at FIAR, the insurance intermediation market shall reach the 50% threshold in underwriting on the Romanian insurance market in
2012.
I personally believe in a growth of the brokerage market on
professional grounds, so that the role of brokers is extended
up to impacting the consumer’s behavior and the insurers’ behavior in their relation with the brokers. What matters is the
special interest with regard to improving the professionalism
of this activity, stated Aurelia CRISTEA, Board Member in
the Insurance Supervisory Commission, at the Conference.
Customers’ expectations have already started to change, as
the offer of an insurance broker becomes more important.
Brokers must focus their efforts on a consultative approach
26

of the activity, depending on the direction we want for this
market, mentioned Cristian FUGACIU, Director General of
MARSH Romania. According to the leaders of the brokerage companies present at FIAR, the relevant market and
the financial market as a whole are facing a shortage of
professional personnel.I believe that a coherent solution to
lessen this shortcoming on the brokerage market is to set up
soon a specialized institute for professional training programs
at all levels, stated Ovidiu DEMETRESCU, Director General,
LONDON Brokers.
I would be pleased to see the forecast of reaching the 50%
threshold in underwriting by the Romanian insurance brokerage market come true by 2012, but I think this depends on the
brokerage companies alone, on how they approach the issue
of professionalism, on how they will understand that they sell
consultancy and that brokers buy insurance for the customer,
expresses her position Aurelia CRISTEA, speaking about
the forecasts.
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Insurance Brokers

Mrs. Aurelia CRISTEA, Member
of the Council, CSA - Insurance
Supervisory Commission, Romania

Mr. Bogdan ANDRIESCU,
President, UNSICAR - National
Union of Insurance Brokerage
and Consultancy Societies from
Romania

Mr. Bogdan STAN, CEO,
EUROINS, Romania

Mrs. Cerasela NERGHES, General Mrs. Karina ROSU, CEO,
Manager, ASTOP Broker,
AON Romania
Romania

Mr. Cristian FUGACIU, General
Manager, MARSH Romania

Mr. Antonio SOUVANNASOUCK,
Managing Partner, ASIGEST
Broker, Romania

The market increased by more than 30%
The increase in the percentage of intermediated gross premiums stands for the maturity reached by the Romanian insurance market, stated Dan CONSTANTINESCU, Board Member
of the Insurance Supervisory Commission.
EUR 125 million (RON 461.15 million) is the value of the premiums intermediated by the insurance brokerage companies between January and March this year, according to the
specialized magazine Insurance PROFILE, thus recording a
nominal increase of approximately 31.5% in European currency on the relevant market, compared to the same period of last year. The Romanian brokerage market will grow
more and more in the following years, opinionated, at the
same conference, Romeo JANTEA, Consultant JANTEA
Profesional.

Mr. Ovidiu DEMETRESCU,
Managing Director, LONDON
Broker, Romania

The main factors to boost this spectacular increase of the market were, first of all, the increase in the portfolio of customers
concluding financial leasing contracts to buy cars, as well as
the market’s maturity as Romanians started to buy facultative
insurance policies, argued Paul MITROI, Director General of
the General Directorate for Regulation and Licensing in
Non-Life Insurance.
In fact, 75% of intermediation conducted last year on the
market come from motor insurance, as this market increased by almost EUR 140 million in 2007, according to the
specialized magazine Insurance PROFILE. Intermediation
from motor insurance represents about 30% in the total
underwriting for this insurance class.
Almost 5% of the total intermediation comes from life insurance, while non-life insurance has a share of approximately
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Insurance Brokers

Mr. Cristian ANGHEL, General
Manager, CAPITAL & ALLIANCE
Insurance Broker, Romania

Mr. Gheorghe GRAD, General
Manager, SRBA, Romania

Mr. Radu MANOLIU, Deputy
General Manager, CREDIT Europe
Asigurari, Romania

95% in the total market. Property insurance represents a
little more than 10% in intermediation, meaning about
EUR 50 million, namely 19% in the total underwriting for
this insurance class.

Promptness in claim settlement, the insurers’
selection criterion
More than 80% of the brokers included in the survey conducted by ASITRANS-EUROINS in collaboration with Media
XPRIMM claim that the main criterion in choosing the insurance company for a partnership is the promptness in
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Mrs. Liliana TOHANEANU, Product
Manager, PRODINF Software,
Romania

Mrs. Maria BOGHIAN, President,
ANSDAR - National Association
of Automotive Dismantling and
Recycling Companies, Romania

paying the claims. Next we have promptness in making an
offer, the value of the commission and flexibility.
An overwhelming number of brokers state that the quality of services provided by insurance companies now operating on the market is satisfactory. Among the issues to
be solved in the insurer-broker relation they mention: the
contract signed between the parties, the method of calculating the commission and the payment of commissions
between brokers.
Andreea IONETE
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Point of view

Another year has gone by
A little time ago, a new edition of the most important event
of the Romanian insurance market – FIAR, took place in
Sinaia. This event brought together all leaders of the local
insurance market, the authorities directly or indirectly involved and a large number of representatives from other
states becoming more and more interested in the local
market.
As expected, the Insurance Supervisory Commission presented the financial results for 2007 and for Q1 2008. The
conclusions show that the market continued its upward
trend, but that its rate started to diminish in the first quarter of 2008 and that, for the umpteenth time, the insurance
market recorded a negative result. And not a negligible
one, but about EUR 70 MILLION!
Another year has gone by, and the shareholders who invested quite considerable amounts in the insurance companies ended the fiscal year with negative results and, instead of deciding what they do with the profit, they have to
decide how much and when they need to get more money
to make sure everything goes on smoothly.
I have tried to look here and there and was stunned to realize this is the only field where growth in market share and
written premiums volume actually matters, and that profit
comes last in the investors’ interest. And this happens in a
country where it is normal for the price of eggs to go up
before Easter, where it is normal to see posted at the entrance of a shop or restaurant: Our mark-up ranges between
0 and 300% – we have seen even higher numbers -, a country where outlet shops have prices sometimes higher than
the brand shops, a country where mobile telephony companies have huge profit rates, up to 30% of their turnover,
a country where 40 Ferrari cars run on the road, a country
with a capital city where more and more shopping malls
are built at a fast pace, each with attributes like the most…
and where the first products to be sold out are the most
expensive ones, a country where diesel fuel is more expensive than gasoline only because Romanians preferred to
buy Diesel cars, a country where the principles of market
economy operate upside down and is called Romania and
where there is no fiscal paradise!

In this country, for 12 years now, since I have
been working in this field, with just a few exceptions, insurers experience financial losses
every year and the only moment they gain is
when they sell their companies. Because just
like I said, anything is for sale, anytime, and in
this field migration of the insurance companies’
shareholding is very high.
I shall now go back to FIAR, a forum where insurance brokers enjoyed a half-day conference
Mr. Gheorghe GRAD,
dedicated exclusively to them, a day hosted by
General Manager, SRBA
a traditional and loyal partner in the relation
with the insurance brokers, EUROINS. I think it
was one of the most interesting and appreciated conferences, the proof being the very high number
of participants, as well as its duration (the session was extended with almost two hours).
Another year has gone by for the insurance brokerage market as well, a good year, I should say, when the volume of
intermediated premiums increased way above the insurance market growth rate, a year where many specialists
from the insurance companies shifted to brokerage, a year
where companies in this field experienced a strong development.
The studies conducted by the specialized magazine
Insurance PROFILE show that in 2007 certain insurance
brokerage companies experienced increases over 100%
compared to 2006, and 50-60% growth rates are common.
Of course that, with this growth, these companies experienced increases in turnover and profit, so that the global
financial result is clearly a positive one. This means that
insurance brokers turned profit, thus causing a constant
increase of the trust customers place in the brokerage
services.
Another year has gone by….. I would like to be able to write
next year, with joy and pride, that the insurance market finally turned profitable according to the actual profit of current operations, not only by mass trading of their shares.
But, another year will go by….
ALL ABOUT THE ROMANIAN INSURANCE MARKET
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Interview

> PartnerRe, an extremely active reinsurance company in CEE region, expects a continuously growing demand
for reinsurance in Romania in the wake of opportunities such as penetration growth compounded with economic
dynamism, product development and sophistication, EU accession and its related implications.
Emmanuel CLARKE, the leader of PartnerRe’s six regional P&C teams in providing solutions for property, liability, motor and personal accident portfolios, talks about the trends of the reinsurance market and also about
PartnerRe’s strategy in CEE, CSI states and especially Romania.

Interview with

Emmanuel CLARKE

Head of Property & Casualty, PartnerRe
PRIMM: Do you think the reinsurance market is going to
turn soft as estimations for 2008 indicate a drop in reinsurance rates?
Emmanuel CLARKE: It is no secret that reinsurance prices
follow cycles created mainly by supply and demand forces.
While demand for reinsurance remains strong at present,
reinsurance capacity continues to grow, shifting further
towards stronger supply. That being said, the reinsurance

cycle depends heavily on what happens with the primary
insurance cycle. On the direct side, and especially in the
commercial and industrial lines, we currently see a further
reduction in original rates (while policy forms and deductibles are still holding at reasonable levels). This means margins are getting slimmer for both insurers and reinsurers.
Every market and every line of business is at a different
point in time in the cycle curve. Every professional player
– insurer and reinsurer alike – must assess whether risk appetite is commensurate with return. At PartnerRe, we analyze every case on its own, looking at exposure growth, loss
trends and primary rates movements in order to assess a
fair return for each reinsurance solution.
PRIMM: How was the renewal season for PartnerRe in this
region? How do you see the major development of the re/insurance markets in CEE and CIS region?
E. C.: The insurance markets in Central European and CIS
regions are extremely dynamic. In terms of our January
2008 renewals, we were pleased to be able to expand our
footprint in these regions which are very important for us.
Looking forward, we see the compounding effect of economic growth and increasing insurance penetration. Risk
awareness is developing, values keep growing and concentrating and people and organizations are keener to
protect themselves against natural and man-made perils.
One concern is that this is a market with very significant
peak risks, from industrial and energy sectors, that trigger
high volatility for insurers and reinsurers. Yet, the premium
base from the market at large is not yet sufficient to bring
the right balance to these peaks; this makes it challenging
to develop non-proportional reinsurance solutions with
a mutual interest to both reinsurance buyers and sellers.
Lastly, this is a market which will probably undergo significant concentration in order to bring scale, balance and diversification to the key players.
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Interview
PRIMM: Taking into consideration the opportunities, what
plans has PartnerRe made for this region in 2008?
E. C.: PartnerRe is already very active in this region. We
have dedicated regional teams that know the markets and
players very well. Our approach to the market is to develop
solid and partnering relationships with selected companies
that are willing to work with us to share data and information in order to form a mutually transparent and beneficial
relationship. PartnerRe can then offer substantial capacity
at excellent security as well as expertise in all lines of business.
PRIMM: What are the major opportunities and threats of
the Romanian insurance market one year after joining EU?
E. C.: The opportunities are plenty: penetration growth
compounded with economic dynamism, product development and sophistication, EU accession and its related
implications. In this period of dynamic development, one
of the key challenges for market participants is to stay on
the right track with respect to risk management and return
expectations. Risk management policies and approaches
will have to be developed to accompany and support this
dynamic growth.

Risk management policies and approaches will have
to be developed to accompany and support this
dynamic growth.
ships in Romania and want to foster them to further enhance our partnerships through close cooperation on
technical issues.
PRIMM: What are your expectations regarding the reinsurance demand in Romania for this year and for which lines
of business do you think this demand would increase?
E. C.: Romania is a Cat-prone market. With the expected
growth in insurance penetration and values, we can expect
further concentration of Cat exposures in certain peak
zones. This will of course continue to stimulate demand
for reinsurance. Additionally, the development of motor insurance, for instance, makes many companies think twice
about how much exposure to potential variations in loss
frequency they wish to retain. This is a sound risk management question to address and an area where we see further demand.

PRIMM: What is the PartnerRe strategy in Romania in
2008?
E. C.: Our strategy in Romania is consistent with our approach to all markets: provide adequate risk solutions to
our clients through solid relationships based on mutual
transparency and interest. We have high quality relation-

Andreea IONETE
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Territorial Profile

> At the beginning of each year, we get the results of the Structural Survey in Insurance, conducted by the
National Institute of Statistics. The figures in this survey done by NIS for 2006 illustrate the most recent information on the regional structure of the Romanian insurance market. The survey had as starting point the reports
sent to NIS by the insurance companies from Romania.

Territorial Profile: Romania 2006
Bucharest – half the market

Alex ROŞCA
Editor in Chief

As expected, and continuing the trend and tradition seen
in the previous regional surveys, Bucharest and the county
of Ilfov share over 53% of the domestic insurance market.
Moreover, the capital strengthened its position in the reference period, with an increase by almost three percentage
points of its share in the total gross underwritten premiums at national level.
In fact, this area has a totally atypical evolution and clearly
improving, compared to the rest of the country. Obviously,
an easy to explain and natural evolution, if we consider the
level of investments, the urban demographic concentration and the business interest in the area.
The value of the gross underwritten premiums in Bucharest
and Ilfov exceeded RON 3 billion, almost EUR 870 million
and represented an increase by more than 30% in real
terms, in the national currency, almost double the average
increase level in the rest of the country.
2006 brought for Bucharest, in absolute terms, about a
quarter of a billion in euros, in addition to the underwriting
reached in 2005. In average, a Bucharest inhabitant spent
almost EUR 400 on insurance, about EUR 113 more than the
insurance density seen in the region in 2005. Actually, the
insurance density level in Bucharest and Ilfov is more than
10 times higher than the value for this indicator, in average,
for the remaining administrative units from Romania. The
average insurance density, calculated for the Romanian
counties, less Bucharest and Ilfov, was, for the reference
period, almost EUR 39.
Over one third of the employees in insurance conduct
their activity in Bucharest. 5,080 people were working in

Gross Written Premiums (EUR m.)
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insurance, according to the information from NIS, 648 of
them being newly hired, during January-December 2006.
The insurers from Bucharest spent almost EUR 52 million
on employees in 2006. The average monthly expenses for
an employee were, in Bucharest, in the reference period,
EUR 852, namely more than double the value of the same
indicator for the rest of the country.
The average underwriting per employee in insurance was,
in Bucharest, almost EUR 171,000, about EUR 100,000 more
than the average calculated for the above mentioned indicator, reached in the rest of Romania.

40 counties: 46% of the insurance market
According to the data communicated by NIS, the gross underwritten premiums in the 40 counties of Romania, less
Bucharest and Ilfov, exceeded EUR 753 million in 2006,
meaning 46.45% of the Romanian insurance market, and
more than EUR 115 million less than the value of gross underwritten premiums in Bucharest, in the reference period.
For the same period, the insurance density saw an increase
by almost EUR 8. Thus, the indicator increased from EUR
30.70 to EUR 38.58.
The new regional leader is the county of Sibiu, with a clear
boost in 2006. The gross underwritten premiums in this
county saw a real increase, in the national currency, almost
153% more than the value seen for the same indicator in
2005. Almost EUR 56 million represents the value of underwriting conducted in Sibiu in the reference period, with
over EUR 35 million more than the same value in 2005. With
these results, the county of Sibiu went up 8 positions in the
ranking, all the way to the first place, while the insurance
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GROSS WRITTEN PREMIUMS
GROSS WRITTEN PREMIUMS
2006
County
RON m.
BUCURESTI+ILFOV

EUR m.

Share
from the
market
(%)

2006

2005
RON m.

EUR m.

Real
Nominal Insurance
Share
change change in density
from the in RON
EUR
EUR/per
market (%)
capita

2005
Change in
Insurance insurance
density
density
EUR/per 2006-2005
capita

3,060.72

868.41

53.55

2.244.86

619.54

50.82

30.01

40.17

394.19

281.23

112.97

153.75

173.58

131.14

47.94

83.20

1

SIBIU

195.85

55.57

3.43

73.60

20.31

1.67

2

CLUJ

174.07

49.39

3.05

154.56

42.66

3.50

7.39

15.78

72.17

62.33

9.84

3

TIMIŞ

137.84

39.11

2.41

106.57

29.41

2.41

23.33

32.97

59.15

44.48

14.67

4

PRAHOVA

131.33

37.26

2.30

106.10

29.28

2.40

18.03

27.25

44.76

35.17

9.58

5

CONSTANŢA

123.14

34.94

2.15

100.48

27.73

2.27

16.85

25.98

48.96

38.86

10.10

6

ARGEŞ

115.45

32.76

2.02

104.91

28.95

2.38

4.94

13.14

50.35

44.51

5.85

7

BRAŞOV

107.46

30.49

1.88

100.03

27.61

2.26

2.44

10.45

51.18

46.34

4.84

8

BUZĂU

104.81

29.74

1.83

79.49

21.94

1.80

25.72

35.55

59.70

44.05

15.66

9

BIHOR

100.08

28.39

1.75

78.47

21.66

1.78

21.62

31.12

47.30

36.08

11.23

10

DOLJ

89.02

25.26

1.56

71.22

19.65

1.61

19.20

28.51

34.82

27.10

7.73

11

IAŞI

86.74

24.61

1.52

68.93

19.02

1.56

20.00

29.37

30.16

23.31

6.85

12

ARAD

86.14

24.44

1.51

72.69

20.06

1.65

13.00

21.82

52.93

43.45

9.48

13

MUREŞ

78.14

22.17

1.37

64.30

17.74

1.46

15.89

24.95

37.84

30.28

7.55

14

BACĂU

77.35

21.95

1.35

65.36

18.04

1.48

12.85

21.67

30.27

24.88

5.39

15

GALAŢI

69.48

19.71

1.22

58.21

16.07

1.32

13.82

22.71

31.65

25.79

5.86

16

HUNEDOARA

68.63

19.47

1.20

51.36

14.18

1.16

27.41

37.37

39.75

28.94

10.81

17

MARAMUREŞ

65.96

18.72

1.15

50.93

14.06

1.15

23.51

33.16

36.06

27.08

8.98

18

SUCEAVA

65.19

18.50

1.14

58.06

16.02

1.31

7.06

15.43

26.21

22.71

3.50

19

BRĂILA

57.90

16.43

1.01

38.26

10.56

0.87

44.30

55.57

43.89

28.21

15.68

20

NEAMŢ

56.23

15.95

0.98

44.87

12.38

1.02

19.49

28.82

27.88

21.64

6.24

21

SATU MARE

55.60

15.78

0.97

49.36

13.62

1.12

7.41

15.81

42.30

36.53

5.77

22

ALBA

52.39

14.86

0.92

45.51

12.56

1.03

9.77

18.35

38.55

32.58

5.98

23

VÂLCEA

51.78

14.69

0.91

41.99

11.59

0.95

17.59

26.77

35.11

27.69

7.41

24

DÂMBOVIŢA

43.92

12.46

0.77

41.52

11.46

0.94

0.89

8.77

23.11

21.25

1.86

25

BISTRIŢA-NĂSĂUD

42.44

12.04

0.74

34.21

9.44

0.77

18.28

27.52

37.73

29.59

8.14

26

HARGHITA

41.75

11.85

0.73

41.41

11.43

0.94

-3.86

3.65

35.97

34.70

1.27

27

VRANCEA

39.95

11.34

0.70

32.38

8.94

0.73

17.65

26.84

28.67

22.61

6.07

28

SĂLAJ

31.60

8.97

0.55

32.64

9.01

0.74

-7.66

-0.45

35.98

36.15

-0.16

29

OLT

31.51

8.94

0.55

29.28

8.08

0.66

2.60

10.62

18.19

16.45

1.75

30

GORJ

27.97

7.94

0.49

29.70

8.20

0.67

-10.18

-3.16

20.51

21.18

-0.67

31

CARAŞ-SEVERIN

27.24

7.73

0.48

27.06

7.47

0.61

-3.99

3.51

23.15

22.36

0.78

32

COVASNA

26.79

7.60

0.47

23.97

6.61

0.54

6.59

14.92

33.79

29.41

4.39

33

CĂLĂRAŞI

25.74

7.30

0.45

32.23

8.90

0.73

-23.84

-17.89

22.85

27.82

-4.98

34

VASLUI

25.58

7.26

0.45

30.27

8.35

0.69

-19.41

-13.11

15.64

17.99

-2.36

35

IALOMIŢA

25.18

7.15

0.44

22.40

6.18

0.51

7.18

15.56

24.31

21.03

3.27

36

TELEORMAN

24.89

7.06

0.44

23.51

6.49

0.53

0.98

8.87

16.32

14.99

1.33

37

BOTOŞANI

24.41

6.93

0.43

24.69

6.81

0.56

-5.74

1.62

15.03

14.79

0.24

38

MEHEDINŢI

24.02

6.82

0.42

22.08

6.09

0.50

3.73

11.84

22.18

19.83

2.35

39

TULCEA

21.48

6.09

0.38

21.37

5.90

0.48

-4.15

3.34

23.95

23.17

0.77

40

GIURGIU

20.08

5.70

0.35

18.20

5.02

0.41

5.23

13.45

19.68

17.35

2.33

TOTAL

5,715.86

1,621.75

100.00

4,417.02

1,219.03

100.00

23.40

33.04

74.63

56.10

18.53

TOTAL without BUCUREŞTI

2,655.14

753.34

46.45

2,172.16

599.48

49.18

16.56

25.67

38.58

30.70

7.88
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Territorial Profile
Number of Insurance
employees/Number of Inhabitants

Number of local offices in 2005
>15
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density increased to more than EUR 131/inhabitant, almost
double than the national average.
As for human resources development, the dynamic in Sibiu
was equally spectacular. Thus, in 2005, the number of employees in the insurance industry was just above 300, while
the NIS survey indicated for 2006 a number of 900 employees in the county, namely almost three times higher. The
personnel expenses exceeded, for the reference period,
RON 10 million, meaning approximately EUR 2.85 million.
Cluj and Timisoara are the counties that take the other positions on the regional podium, according to their gross
underwritten premiums, as both counties lost one position
in the ranking. Last year’s leader, Cluj performed way below
the market average, with an increase in underwriting by almost 7.4% in real terms, in the national currency, compared
to the national increase average around the value of 23.4%.
The gross underwritten premiums in Cluj in 2006 reached
almost EUR 50 million, around EUR 7 million more than the
amount reached in 2005 but, given the increase way below
the market average, Cluj lost almost 0.5 percentage points
of its market share.
The gross underwritten premiums in Timisoara, during
the reference period, reached a total of over EUR 39 million, with a nominal increase in the European currency of
almost 33%, an extra EUR 10 million, compared to the re-

sults from 2005. The increase, proportional with the market
average, maintained a constant share in the market total
for the county of Timisoara.
Another spectacular evolution was seen in terms of results
obtained in Braila county, where underwriting exceeded
EUR 16 million during the reference period, an increase
by almost 56% in the European currency, compared to the
results from 2005. These results placed the county on a
higher position in the regional ranking, 6 positions higher,
from 25 to 19.
Evolutions at a pace higher than the market average
(+16.5%, real in RON) were seen in the following counties:
Hunedoara (+27.4%), Buzau (+23.7%), Maramures (+23.5),
Bihor (+21.6%), Iasi (+20%), Neamt (19.5%), Dolj (+19.2%),
Bistrita Nasaud (+18.3%), Prahova (18%), Vrancea (+17.6),
Valcea (+17.6) and Constanta (+16.9).
The high share Bucharest has in the insurance market, the
huge gap between the capital and the rest of the provinces
remained the main conclusions of the results published
by NIS for 2006. The surprising element of 2006 was the
spectacular leap taken by Sibiu and this is why we plan to
identify, in a future article, the causes that led to such a development.

Change in Gross Written Premiums on counties 2004-2006
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EVOLUTION OF HUMAN RESOURCES OCCUPIED IN INSURANCE FIELD IN 2006
NUMBER OF EMPLOYEES IN INSURANCE

Other Indicators 2006
County population/employees in
insurance

16.72

433.66

61,741.62

19.48

470.80

57,564.03

11.35

797.65

38.63

99,764.76

19.30 1,686.66

17.03

96,780.26

16.70 1,976.63

312.43

126.33

94,945.00

18.03 1,885.51

316.74

160.49 108,633.19

18.97 2,427.28

437.44

279.51

157.93

61,232.97

11.67 1,540.48

35.61

633.54

382.25

251.30

96,794.17

12.73 1,891.36

12.48

422.49

373.16

49.33

80,430.32

15.86 2,666.68

-1.78

5.90

425.35

393.57

31.78

86,498.67

16.95 2,484.05

4.56

12.73

500.20

364.90

135.30

98,937.21

16.48 2,091.51

-0.95

6.79

404.66

349.32

55.34

78,344.80

16.13 2,070.64

5.46

13.70

446.01

344.62

101.39

65,586.78

12.25 2,501.94

1.31

3.16

11.21

441.83

322.05

119.78

89,199.59

16.82 1,685.20

1.49

3.28

11.34

561.49

403.10

158.39

88,851.09

13.19 2,935.24

3.92

1.08 11.68

20.41

455.77

297.32

158.45

78,638.07

14.38 2,180.91

3.45

0.95 18.47

27.72

432.90

258.34

174.56

63,518.38

12.23 1,647.50

1.24

3.75

1.04 11.26

19.95

450.33

311.73

138.61

85,712.87

15.86 2,708.42

3.93

1.12

3.71

1.02

1.03

8.93

434.33

319.58

114.74

74,551.08

14.30 2,674.09

3.01

0.85

2.69

0.74

6.64

14.97

342.52

295.09

47.43

59,916.44

14.58 2,592.89

8

3.95

1.12

3.35

0.93 12.40

21.18

455.81

300.04

155.77 145,058.42

26.52 2,429.68

12

3.34

0.95

3.10

0.86

2.68

10.71

384.89

323.96

60.93

71,665.22

15.52 2,041.28

1

3.73

1.06

3.51

0.97

1.32

9.23

455.01

328.50

126.51

81,321.09

14.89 1,922.34

-11

3.49

0.99

3.44

0.95

-3.21

4.35

431.79

334.90

96.89

62,024.45

11.97 1,724.31

-2

2.66

0.75

2.52

0.69

0.68

8.55

345.38

309.67

35.71

43,607.04

10.52 2,125.77

2

3.18

0.90

2.79

0.77

8.77

17.27

426.95

325.28

101.68

68,410.21

13.35 1,813.01

1.24

-2

2.53

0.72

2.31

0.64

4.46

12.62

354.64

244.12

110.52

52,896.61

12.43 2,907.45

1.31

-13

2.58

0.73

2.31

0.64

6.85

15.20

363.72

279.17

84.55

46,003.38

10.54 1,987.26

150

1.09

16

2.80

0.80

2.37

0.65 12.77

21.58

399.16

435.99

-36.82

68,287.04

14.26 2,381.51

1.08

165

1.20

-1

3.19

0.91

2.71

0.75 12.21

20.97

459.91

286.00

173.91 100,173.82

18.15 2,282.43

1.02

155

1.12

-

3.06

0.87

2.87

0.79

1.68

9.62

467.33

496.84

-29.51

57,851.62

10.32 1,607.70

148

0.97

147

1.07

1

2.38

0.68

2.51

0.69

-9.39

-2.31

380.70

397.78

-17.08

46,790.98

10.24 3,113.68

147

0.97

152

1.10

-5

2.33

0.66

2.23

0.62

-0.42

7.36

374.39

374.19

0.20

51,704.59

11.51 1,530.08

TELEORMAN

147

0.97

158

1.15

-11

2.35

0.67

2.16

0.60

3.46

11.55

377.23

292.43

84.80

48,042.24

10.61 2,944.60

VASLUI

145

0.95

153

1.11

-8

2.19

0.62

2.41

0.66 -13.41

-6.65

356.55

381.94

-25.39

50,055.04

11.70 3,201.27

IALOMIŢA

140

0.92

157

1.14

-17

2.41

0.69

2.16

0.60

6.60

14.93

407.81

424.58

-16.77

51,036.50

10.43 2,099.78

MEHEDINŢI

129

0.85

124

0.90

5

2.05

0.58

1.95

0.54

0.21

8.04

375.85

260.92

114.93

52,836.99

11.72 2,382.08

TULCEA

121

0.80

125

0.91

-4

2.36

0.67

2.11

0.58

6.68

15.01

460.77

394.11

66.66

50,359.30

9.11 2,102.93

GIURGIU

119

0.78

114

0.83

5

1.81

0.51

1.78

0.49

-2.70

4.90

359.92

381.58

-21.66

47,879.12

11.09 2,432.64

0.61

mil. RON mil. EUR mil. RON mil. EUR

5,080

33.43

4.432

32.14

648

183.10

51.95

SIBIU

900

5.92

307

2.23

593

10.06

CLUJ

858

5.65

626

4.54

232

15.34

TIMIŞ

392

2.58

365

2.65

27

CONSTANŢA

361

2.38

332

2.41

29

ARGEŞ

345

2.27

440

3.19

PRAHOVA

343

2.26

335

2.43

HUNEDOARA

318

2.09

306

BRAŞOV

315

2.07

346

IAŞI

306

2.01

293

DOLJ

292

1.92

286

BIHOR

287

1.89

303

MUREŞ

283

1.86

SUCEAVA

282

1.86

ARAD

274

BACĂU

247

MARAMUREŞ
ALBA

Nominal change in EUR

2005

Real change in RON

2005

New employees in 2006

2006

Share in total number of
employees in insurance (%)

County

Share in total number of
employees in insurance (%)

2006

2006

2005

138.43

38.20 26.13

35.98

852.22

826.08

2.85

6.19

1.71 55.01

67.12

264.17

401.86 -137.70

4.35

14.16

3.91

3.27

11.34

422.66

408.17

14.49

7.14

2.03

6.58

1.82

3.48

11.56

430.68

392.04

7.37

2.09

6.56

1.81

7.12

15.49

482.91

465.89

-95

6.40

1.82

6.14

1.69

-0.58

7.19

438.76

8

6.92

1.96

6.17

1.70

7.00

15.35

477.23

2.22

12

5.88

1.67

5.06

1.40 10.96

19.63

2.51

-31

8.44

2.39

6.40

1.77 25.78

2.13

13

5.47

1.55

5.00

1.38

4.33

2.07

6

5.25

1.49

5.10

1.41

2.20

-16

6.07

1.72

5.54

1.53

270

1.96

13

4.84

1.37

4.66

1.29

291

2.11

-9

5.32

1.51

4.81

1.33

1.80

276

2.00

-2

5.12

1.45

4.73

1.63

262

1.90

-15

5.87

1.66

5.42

238

1.57

227

1.65

11

4.59

1.30

234

1.54

221

1.60

13

4.28

1.22

GALAŢI

230

1.51

224

1.62

6

4.38

NEAMŢ

214

1.41

223

1.62

-9

DÂMBOVIŢA

208

1.37

200

1.45

8

BUZĂU

205

1.35

197

1.43

VÂLCEA

205

1.35

193

1.40

SATU MARE

194

1.28

193

1.40

HARGHITA

191

1.26

202

1.47

GORJ

182

1.20

184

1.33

BISTRIŢA-NĂSĂUD

176

1.16

174

1.26

OLT

169

1.11

171

CARAŞ-SEVERIN

168

1.11

181

VRANCEA

166

1.09

BRĂILA

164

SĂLAJ

155

BOTOŞANI
COVASNA

BUCURESTI+ILFOV

Gross Written Premiums/per
employee (EUR)

Gross Written Premiums/1 EUR of
payments with employees

Monthly payments
per one employee
(EUR)

Change in monthly payments per
one employee

Payments with Employees

26.14 170,947.35

116

0.76

128

0.93

-12

2.14

0.61

2.22

-8.06

-0.88

436.93

390.33

46.59

62,962.05

12.01 2,756.04

TOTAL

15,194

100.00

13.788

100.00

1,406

363.34

103.09

299.27

82.59 15.77

24.81

565.41

475.17

90.24 106,736.32

15.73 1,430.18

TOTAL WITHOUT
BUCUREŞTI

10,114

66.57

9.356

67.86

758

180.24

51.14

160.84

44.39

15.20

421.35

347.96

73.39 74,484.78

14.73 1,930.70
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Pension News

coming soon:

The Americans from IOS Partners shall prepare
the draft law for payout of private pensions
The American consultancy firm IOS Partners won the tender for preparing the draft law on payout of the private
pensions, a law that must be adopted by the Parliament by
July, next year, according to the data provided exclusively
for www.pensiileprivate.ro by the Ministry of Labor, Family
and Equal Opportunities. The selected company is about
to present a technical and financial proposal for the draft
law which shall take, according to the contract, a maximum
of 4 months. According to certain sources from the market, Mihai ŞEITAN, one of the planners of the private pension system from Romania, shall collaborate with the IOS
Partners team on this project, as local expert.
A selection procedure based on the consultant’s quality was
organized in order to contract the consulting services required
for preparing the draft law on payout of the private pensions.
The firm selected to present a technical and financial proposal
is IOS Partners, Inc. The discussions for finalizing the contract
are now underway. The estimated duration for completing
the works is 4 months, stated the officials of the Ministry of
Labor for pensiileprivate.ro.
The Parliament must adopt the law on calculation and
payout of the private pensions by July 2009. The law for
calculation and payout of the private pensions shall regulate the payout phase for both systems: mandatory and
facultative.

CSSPP shall propose the Ministry of Finance a
EUR 1,000 deductibility per year for facultative
pensions
The Private Pension Supervisory Commission (CSSPP) shall
propose the Ministry of Economy and Finance an increase
up to over EUR 1,000 per year for the fiscal deductibility
on facultative private pensions (Pillar III), to stimulate savings in the system, stated Mircea OANCEA, President of the
institution.
We have pledged, on several occasions, our support for the
increase of the fiscal deductibility for facultative private pensions. Soon, in the second semester, we shall send an official
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request to the Ministry of Finance to ask for a higher deductibility, over EUR 1,000 per year, for facultative private pensions. This provision must be included in the Budget Law for
2009, it also requires the amendment of the Fiscal Code, and
this could become a basis for amending Law no. 204/2006 on
facultative pensions, stated Mircea OANCEA.
The contributions for the facultative private pensions are
now deductible from the income tax (for the employee)
and from the profit tax (for the employer), up to EUR 200
per year for each party. This deductibility places Romania
on the last position in Europe in this respect.

Private pension companies from TOP 3 started
off with different investment strategies
The three largest mandatory private pension funds (Pillar
II) from the market started to invest their customers’ money
based on different strategies, also taking advantage of the
derogation adopted by CSSPP at the very last minute and
allowing, for the first six months, to place any percentage of
the assets in bank deposits, according to a study conducted
by the portal www.pensiileprivate.ro. The fist money (EUR
24.1 million) went into the pension funds’ accounts on the
20th of May, and the funds started already to invest it.
ING and ALLIANZ-TIRIAC used the Commission’s derogation and invested the greatest part of the assets in monetary market instruments, which provide for high returns at
the moment, because of the inflationist conditions and the
interest rates on the monetary market. On the other hand,
GENERALI, that administers the only pension fund with a
high risk profile on the market, already aligned its investments with the limits provided for in the prospect.

Employees prefer a facultative pension as bonus,
instead of an insurance policy
Facultative pension come first in the Romanian employees’
choices regarding the extra-salary benefits offered by the
employer, before private health insurance and life insurance, according to the study What do employees think about
life insurance?, conducted by MEDNET Marketing Research
Center in June 2007 and presented by Lăcrămioara Laura
VOINEA, Managing Director of the company.
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Thus, 20.9% of the inhabitants of Bucharest and 19.1% of
those living in the rest of the country opted for a facultative
pension offered by the employer in the extra-salary package, 17.7% from the Capital and 14.5% from the rest of the
country would prefer private health insurance, while 8.8%
of the employee in Bucharest and 12.4% from the rest of
the country prefer life insurance.
The MEDNET survey was based on two samples: one of 800
adults (aged 18-65) for Bucharest and a similar one for the
rest of the towns with more than 100,000 inhabitants.

Crinu ANDĂNUŢ, PhD, head of ALLIANZ-ŢIRIAC
Private Pensions, is the new president of APAPR
Crinu ANDĂNUŢ, PhD, CEO of ALLIANZ-ŢIRIAC Private
Pensions, is the new President of the Association for Private
Pensions from Romania (APAPR), the professional organization, also representing the local private pension industry. ANDĂNUŢ is thus replacing Bram BOON, former interim
President of APAPR, who shall no longer be head of ING Life
Insurance and be in charge with ING’s insurance operations
in Greece.
Crinu ANDĂNUŢ, PhD, was elected President of APAPR with
12 votes for, 4 against and one abstention. APAPR has now
17 members – namely most private pension companies on
the market and banks serving as depositaries for the pension funds, and shall soon expand, as members keep joining. Radu VASILESCU, CEO of ING Pension Fund (representing ING Life Insurance, however), is the new Vice-President
of APAPR, and the board of five members also includes
AIG Pension Fund, AVIVA Pensions and RAIFFEISEN Asset
Management.

for March (to which the first payments were related). To
compare, the contribution (in theory) for the average gross
salary in March should have been EUR 8.7 per participant.
In other words, the almost 4.2 million participants to the
mandatory private pension system have earnings below
the average salary: 14% less.

The contribution to a facultative private pension
costs a total commission of 5.7%
The participation to a facultative private pension fund (Pillar
III) implies total costs of 5.7% (the market average value),
including all commissions, according to a study conducted
by the portal www.pensiileprivate.ro, based on data published by the Private Pension Supervisory Commission
(CSSPP) in the annual report for 2007. In other words, for
a theoretical contribution of RON 100 to a pension fund,
the participants were left with RON 94.3 after deducting
all commissions.
The difference comes from comparing the market’s net
contributions, at the end of last year (RON 14.12 million) to
the gross contribution volume transferred in the system (almost RON 15 million). At the same time, the money saved
by the customers in these funds increased by almost 1.4%
last year. In the previous example (with the gross contribution of RON 100), in the case of a RON 94.3 contribution,
the facultative private pension funds’ administrators added
RON 1.3 last year, thus the saved amount reaches RON 95.6.
Naturally, the costs for the system’s start exceeded, in the
first months (the system collected the first money in June
last year) the benefits of participating.

The first contributions to Pillar II: who won and Mandatory private pension brokers and intermediaries earned EUR 55 million
who lost market share
ING, AIG and BCR are the administrators of mandatory
private pension funds (Pillar II) that had a lot to gain from
starting to collect the contributions. The three pension
companies gained a significant market share, compared to
the ranking in terms of participants. ING strengthened its
leading position, AIG jumped from the 6th place to the 4th
and gained one percentage point in market share, and BCR
went from 8 to 7 and gained 0.4 points in market share.
Conclusion? Pension companies backed by a portfolio rich
in life insurance customers, but also the ones that sold
heavily through banks were favored, and the administrators that focused strongly on sales through brokers had
portfolios of a lower quality and their position on the market suffered because of the first wave of contributions collected.

Contributions of EUR 24.1 million and 961,000
empty accounts for mandatory private pensions
When the contributions for the mandatory pensions
started to be collected, CNPAS transferred contributions
amounting to EUR 24.11 million (RON 88.2 million) in the
accounts of the 14 mandatory private pension funds (Pillar
II), in line with the initial expectations. The number of
empty accounts is approximately 961,000: only 3.2 million
participants received their contributions in the accounts,
the remaining to over 4,156,000 participants having their
accounts empty (without any contribution transferred
there). The average contribution amounts to EUR 7.55 per
participant, below the average of the gross medium salary
38

The brokerage market for mandatory private pensions
(Pillar II) reached EUR 55 million, representing the commissions paid to legal entities acting as agents during the entire four-month campaign of selling mandatory pensions,
according to the data in the annual report for 2007 of the
Private Pension Supervisory Commission (CSSPP). The average commission collected by the brokers’ agents was
EUR 43, according to the same data.
The brokerage in mandatory pensions meant a RON 188.76
million income (about RON 55 million) for the 50 brokers
and legal entities acting as intermediaries on this market. Together, they brought 1.27 million customers in the
system, of the 4 million from direct sales, meaning a contribution of almost 32%. We have included here brokers
affiliated to pension companies that sold exclusively for
them. The agents of mandatory pension brokers earned in
average RON 2,361 (EUR 680) each, selling an average of 16
contracts each.

Mihai BOBOCEA
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and prepared for regulative changes?
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Russian & CIS insurance industry has grown enormously during the
last decade and as a result the market environment has become very
competitive. In order to succeed, insurance companies in Russia need to
widen their product range and develop their infrastructure and distribution
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Pensions

Private Pensions – starting
on the right foot
Private Pension Day, now at its third edition, was strategically positioned between two major events for the relevant
market. Just one day before, the private pension funds
were collecting the first contributions, thus marking the
start of the system and ending a decade of discussions,
legislative proposals and preparations for launch. In addition, the second day after the Private Pensions Day APAPR,
the professional association representing the relevant industry, organized the elections. Here we have only two of
the reasons why the debates this year triggered the participants’ interest more than ever before.
This year’s edition of the Private Pensions Day focused on
the start of the mandatory private pension system (Pillar
II). The representatives of the Romanian private pension
market had several topics on the agenda: assessments
and comparisons after the first collection of the contributions, discussions on the re-launch of the facultative pension sales (shadowed by the mandatory pension sales so
far) and the second day’s elections for the Association for
Private Pension from Romania, the industry’s relevant organization.
The conference also enjoyed the presence of several important foreign speakers, who shared the experiences of the
private pension systems and markets throughout Central
and Eastern Europe and beyond. So far, the Romanian pri40

vate pension market followed closely the evolution of the
other similar markets in the region, so the lessons of the
neighboring states continue to be relevant for an estimate
about the future of the local market.
The conference started with the guests from the Romanian
market, leaders in the relevant industry. I am pleasantly surprised by the very good start, beyond our expectations, of the
first day when the contributions for Pillar II were collected. I
think everyone agrees that things went on very well in this system so far. The National House for Pensions and Other Social
Security Rights (CNPAS) and the Private Pension Supervisory
Commission (CSSPP) are two institutions that, at least until
now, fostered our success, commented Crinu ANDĂNUŢ,
PhD, CEO of ALLIANZ-ŢIRIAC Private Pensions, the company ranking second on the mandatory pension segment.
Only one day ago, CNPAS transferred the first contributions
in the accounts of the mandatory pension funds: EUR 24.1
million for 3.2 million participants. Almost one million employees who enlisted with the system were left with empty
accounts after the first month, according to the data presented by Mariana CÂMPEANU, President of CNPAS.
Although the institutions supervising the system’s start on
the right foot did a very good job so far, they still need to
get fully involved to support the system and the market’s
development, according to Ioan VREME, CEO of GENERALI
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Pension Fund, the third player on the mandatory pension
market. Now, the authorities must focus on pragmatism
and solving the inherent problems that occur, stated Ioan
VREME.
After the start of the mandatory pension market, the representatives of the pension industry felt they need to make
the passage to the facultative private pension market
(Pillar III). Although the year started off well on this market,
the boom everybody expected did not happen, proving
that there is a lot of work to do to attract customers in the
system at the desired rate.
During the first four months of this year we gained more on
the facultative pension market than we did last year. After
having Pillar II as a driver of the private pension industry so
far, I believe we shall start talking more about facultative
pensions, which are the future of our activity, stated Florina
VIZINTEANU, CEO of BCR Life Insurance, administrating the
largest facultative private pension fund in the market (both
in terms of participants, and administered net assets).
There is a very large room for increasing the number of participants to the facultative pensions, including here the collaboration with the employers, added, on the same topic,
FRUNZULICĂ, CSSPP board member and representative of
the supervisory authority at the Private Pensions Day. He
presented the last year’s activity report for CSSPP, namely
the drafting of the secondary legislation and the procedures for starting the initial enlisting campaign, as well as
the Commission’s priorities for this year.
As for CNPAS, the institution keeping the records for the
mandatory pension system, it shall continue to play an important role in increasing the collection rate for Pillar II. The
real work and the real problems are barely starting for CNPAS,
said Mariana CÂMPEANU, who gave an overview of the first
transfer of contributions for the mandatory pensions and
drew the attention to the big number of empty accounts in
the system. We shouldn’t blame the employers alone for this,
who did not submit in due time the nominal declarations for
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Mr. Mark DOWSEY, Senior Consultant, WATSON Wyatt, U.K.
and Mrs. Leonie BELL

the social security contributions. Some of the enlisting documents were not properly filled in: some participants were not
working on the date they signed the document, and here the
agents who persuaded them to sign for the mandatory pension are to blame. Of course, the employers’ lack of discipline
is also a factor, stated the president of CNPAS.
She mentioned that the institution she runs shall publish regularly the list of employers who do not submit or
submit with delay the nominal declarations for the social
contributions, which led to having the empty accounts in
the system. For the first round of contributions, Mariana
CÂMPEANU kept her promise and made public the names
of several large employers that did not submit in due time
the nominal declarations. I must tell you that the market’s
reaction was unexpectedly significant and positive. Yesterday
(20th of May, the editor’s note), at the Pension House from
Bucharest, we had a huge wave of employers submitting the
nominal declarations, after making public the names of several companies that were late. Although we made all possible
efforts to inform the general public, many employers did not
know what to do and proved they don’t know the system and
the procedures. Some of them asked for the working hours
for private pensions of the Pension House from Bucharest. We
shall repeat: employers don’t have to do anything different
than what they did so far, namely to submit these declarations correctly filled in and in due time, added the President
of CNPAS.
Also, she reassured everyone that employers not submitting these nominal declarations in due time shall be
checked and sanctioned through the County Pension
Houses (CJPAS). Our experience shows that it takes three
months, on average, for an employer to comply and submit the declarations on time, added Mariana CÂMPEANU.
Starting with the second round of transferring the contribution, CNPAS shall pay retroactively the contributions for which
the nominal declarations arrived late because of the employers, she said.
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This is why the collection rate for the mandatory private
pension system shall improve in the future, as employers
become more disciplined. I am persuaded that in time, the
number of empty accounts shall diminish, stated optimistically the President of CNPAS.
The Romanian private pension market entered, with the first
round of collection, on the relevant international market.
The international speakers invited to the Private Pensions
Day presented the topics and trends of the European markets, as a lesson for Romania over the years to come.
There is a global trend to shift the private pension systems
from the principle of defined benefits to the defined contributions one. This is why many international markets, including
the Romanian one, are faced with common problems and
challenges. The most important ones would be, to start with,
increased longevity and other similar demographic factors,
as well as the participants’ confidence in the system, stated
Mark DOWSEY, Senior Consultant at the financial and human resources consulting firm WATSON WYATT, one of the
world’s largest companies of this type.
At the moment, the European states are facing unprecedented demographic problems, with longevity as the most
serious, said DOWSEY, because it puts pressure on the public pension systems. Citizens must be educated to save more
from their current income to have a decent pension, or work
longer, until they get older. Otherwise, they shall face poverty
at the retirement age, said DOWSEY.
The majority of participants to the pension systems with
defined contributions have no idea how expensive a decent pension is, in fact, how much they need to save to
have such a pension. The low level of contributions transferred in the defined contributions systems is another issue.
5%-10% contributions are now considered insufficient, and
those systems are criticized. It happens even in Australia,
stated the WATSON WYATT expert, and Central and Eastern
European states, where contributions are still between 5%
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and 10%, might witness such debates in the near future, to
discuss increasing the contribution level.
As a conclusion, DOWSEY mentioned that private pension
systems worldwide often share the same problems that
can only be solved through experience and knowledge
exchange.
Mrs. Leonie BELL, PhD, Managing Consultant at OXERA
(Oxford Economic Research Associates), one of Europe’s
strongest consulting companies, talked about the investments of the pension funds, the investment restrictions applied to them and the effects of these restrictions.
Most mandatory pension funds with defined contributions
have limits on investments made abroad. Many such restrictions were relaxed in time, as the respective pension systems
developed, said Leonie BELL. When pension funds are given
quantitative restrictions and limitations on investments,
they tend to take a safety margin and not push these limits, therefore they invest abroad even less than allowed. An
example would be the Polish market, where funds are allowed to invest a maximum of 5% of their assets on the foreign markets, but the cumulated percentage for the overall
industry is about 2%.
It’s not just the quantitative investment limits that matter, stated BELL. In many states from Central and Eastern
Europe there are investment limits on different assets classes, which impact indirectly on the international investment
limitations. Other legislative mechanisms of these markets,
such as the minimum guaranteed return (market-related)
and mandatory ceiling for commissions, or administration
costs paid by the pension company (instead of the pension
fund) also have indirect effects on the investment behavior
of the funds.
Romania also has these mechanisms, with similar effects
on the funds’ freedom to invest. The experience of the
states from Central and Eastern Europe and beyond demonstrated that limiting the investment freedom affects the
pension funds’ returns.
Dinko NOVOSELEC, President of ALLIANZ Croatia, talked
about the various guaranteeing mechanisms from the private pension systems, their costs and effects, delivering a
specialized presentation on this topic. The guarantees for
the mandatory pension funds are in fact poisoned apples. A
risk is a risk, it cannot be eliminated through legislation, he
said. According to his assessment, the guarantees from the
private pension systems always come with considerable
costs attached, although, in principle, they are introduced
based on the law-makers’ good intentions.
However, there are several questions to ask about these guarantees: How much do they cost? Who pays for them? Do participants really need these guarantees? Usually, they diminish
the returns of the funds, stated NOVOSELEC. There are three
important things to focus on next: education, education, education. Only participants and authorities with sufficient finan-
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cial education are going to be able to understand things that,
at first sight, do not seem logical, such as the side effects of a
guarantee, he added.
Lukasz KALINOWSKI, President of AIG Pensions in Poland,
gave an overview of the Polish mandatory private pension
system (that the Romanian system is often compared with)
as it was immediately after the first collection and in the
following years. On time and error free collection, without
any delays, shows how strong the private pension system is,
stated KALINOWSKI. He argued in favor of legislative stability in the private pension systems, that pension companies cannot do without and cannot even generate good
returns for the pension funds, nor offer quality services for
their customers.
On the same line, Roman JURAS, CEO of GENERALI Poistovna
(Slovakia), presented the Slovakian relevant market and
the recent Slovakian Government’s intentions to change
the mandatory pension system (Pillar II). In Slovakia, the
Government rejects the mandatory pension system now and
tries to convince people to leave this system and stay in the
public pension system, stated JURAS.
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Finally, Jiri RUSNOK, President of the Pension Funds
Association from the Czech Republic and pension manager of ING in the Czech Republic and Slovakia, presented the Czech facultative private pension market and the
lessons learnt by the Czech from 1994 (when the system
was introduced) until now. One of the market’s fundamental features was consolidation, which is expected on the
Romanian mandatory pension market as well.
From 44 facultative pension funds in 1994, when the system
was launched, only 10 are still operating at the moment.
The market concentrated and consolidated, as private pension represent a volume business, with low margins, stated
Jiri RUSNOK. The Czech Republic is one of the few states
in Central and Eastern Europe that has not yet adopted a
mandatory private pension system.
At the end of the conference, most guests got actively involved in the discussion panels on various topics of the private pension market.

Mihai BOBOCEA
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> Bringing together specialists from 20 countries, Oxera (Oxford Economic Research Associates) is one of Europe’s
strongest consulting companies, providing specialized services both to large companies, and to an impressive
number of governmental bodies and supervisory authorities.
Ms. Leonie Bell PhD, specialist in financial services and corporate finance, coordinator of benchmark studies on
private pension systems, was present at the 2008 Private Pensions Day and has kindly agreed to share several
ideas for the readers of the PRIMM –Insurance&Pensions magazine some of her interests in this field.

Interview with

Dr. Leonie BELL

Managing Consultant, OXERA
PRIMM: What is, in your opinion, the most important topic
when we speak about pensions?
Leonie BELL: Mainly, I think the fundamental question
is how we can make people understand how much they
need to save for their old age. Of course, there are many
other major concerns, but the primary one is ensuring that
there is much more awareness of this need.
PRIMM: What would be the answer to this question?
L.B.: One policy solution is to make private pension savings
compulsory by introducing amandatory system, like the
new mandatory Pillar II system in Romania. The European
experience provides some strong evidence of the importance of mandatory savings. For example, it is instructive to
look at what is happening now in Great Britain, a country
with a mature pension system, that decided to introduce
a mandatory formula. In order for the system to meet its
purpose, it requires a wide participation.

> There is a general trend to abandon quantitative
limitations on investment choices for principles
known as the prudent person rule.
A second solution is to introduce fiscal incentives to stimulate private pension savingson a voluntary basis. .
Finally, launching a solid campaign to provide financial
education for the population is always an essential measure, even if this type of intervention usually produces only
medium and long term effects. Education can enable
people to understand the need to save, as well as being
able to choose the appropriate pension plan, the provider
etc. Products get more complex and diverse, so they can
be hard to comprehend by an ill-informed public. This increasing complexity is partly what causes the ever more
common trend in Europe to provide well-chosen default
options, intended for those unable or unwilling to express
a preference for one investment plan or another.
The need to increase the population’s financial capability
is widely understood in Europe nowadays, and a survey recently conducted by the European Commission identified
more than 200 initiatives in this area.
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PRIMM: Therefore, we can have education in long term and
tax deductibility and a mandatory element in short term.
Regarding the fiscal incentives, how significant should they
be?
L.B.: Fiscal incentives can beimportant, but they may not
be able to solve the entire problem. There are academic
studies which demonstrate that tax benefits and other fiscal measures triggered a significantly higher participation
in pension schemes, but without it necessarily meaning
that the general level of savings increased significantly. The
explanation is that many people only changed the type of
savings, transferring the reserves from other saving instruments to the pension schemes where they obtained the
fiscal incentives. In fact, not much new money got into the
saving system at all. This is something we need to consider
when judging the efficiency or impact of introducing fiscal
incentives for a specific type of savings, for example pensions. And we need to be aware that we are often dealing
with some kind of financial myopia, as many act depending purely on current circumstances - on the immediate
opportunities - without having a clear idea of how much
they really need to save to reach the goal they have set for
themselves, namely a proper pension.
PRIMM: Speaking about “how much” we need to save, what
do you think about the system from Romania?
L.B.: I cannot give a detailed opinion about this system as
the Romanian system did not exist when we conducted
our surveys, and therefore I did not study it closely. But
judging by what I have heard recently, I believe we can say
that, compared to the other European countries, you are at
the lower end of the distribution in terms of the contribution levels.
PRIMM: You studied the pension systems across the CEE.
How do you think they will develop?
L.B.: It is clear that these systems have accumulated, and
will continue to accumulate, a large volume of assets. In
Poland, for instance, we are talking about some EUR 41 billion. Compared to the mature systems, this is not a huge
amount, but in terms of the local economy this is considerable, so there is no doubt about pension funds playing a
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significant role in the local capital markets. But assessing
these systems’ efficiency is, however, a much more complex job than calculating their size, as many aspects that
might affect the future performance need to be considered. I shall give you some examples. First, we need to understand the participants’ psychology – how do they make
their choices, what criteria do they need to consider when
choosing one fund or another, how are they selecting the
risk profile of their investments? These factors might cause,
at some point, serious distortions in a market unless these
decisions are well informed. Then it’s important to understand the legislative framework governing the financial investments, because this is where the saving-related costs
are largely defined. Eventually, governance issues must be
carefully assessed, such as assets protection, transparency,
guarantees etc. These are only the essential aspects an
analysis must focus on in order to come to an evaluation of
the structural quality of a pension system.
As a conclusion, I don’t think I can express a general opinion for this region, even more so as things are still in motion
and it’s difficult to say how these systems will perform and
operate when they reach maturity. I can, however, certainly
see that there are a series of positive premises, a promising
perspective to the scheme(s) here, as well as some limitations that might cause unwanted effects.
PRIMM: The Romanian legislative framework was considered to be very conservative, especially on limitations regarding the investment structure. Considering the developments in the area, do you think it can be liberalized in the
future?
L.B.: Yes, you might also say we are already dealing with
a pattern here. In fact, recent examples show this already
happened in neighboring countries. OXERA studied the
issue of the limitations imposed on investments outside
the domestic economy in particular, and over the past
several years we have witnessed a significant reduction in
restrictions in this area. It’s interesting to note that most
countries had a deeply conservative legislation for Pillar II.
Although the Directive IORP (editor’s note, Institutions for
Occupational Retirement Provision) does not apply to Pillar
II, its adoption was in some cases a clear incentive for liberalization in this area as well. We can say there is a general
trend to abandon quantitative limitations on investment
choices for principles known as the prudent person rule.
PRIMM: Do you think that limiting the investments abroad
had a negative effect on the funds’ results?
L.B.: I think it’s easy to understand why some countries
want to keep the assets invested by the pension funds
within their own borders, especially in countries with developing capital markets. Also, many of the capital markets
in the CEE performed well over the period we examined in
our research, so keeping the funds in domestic securities
delivered good returns – perhaps better returns than if the
funds had been invested globally. In long term, however,
we need to see whether these local capital markets are able
to sustain the size, liquidity, quality of assets required by
the pension industry. It might very well be that the favorable context, largely generated by privatizations brought by
the transition process, cannot be maintained. This is why I
think the message to be conveyed is that administrators
must have the freedom to decide what markets offer the
best perspectives. That is, they should be free to invest in a
way that is in the best interest of pension scheme members
– which is the essence of the ‘prudent-person principle’.
One other thing worth mentioning is the conclusion of a
dialogue I had with tens of fund administrators in the re-
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gion, namely that with regard to limitations imposed for investments abroad, the indirect effects of some regulations
are sometimes more important than direct quantitative
restrictions. For instance, fee regulation can reduce incentives to invest abroad, eg, if the higher transaction costs on
overseas investment is to be absorbed by the pension fund
administrator. Also, the restrictions imposed on the hedging instruments turn into a major obstacle when investing
abroad.
Other regulations impacting significantly on the appetite for exposure to foreign markets are the ones related
to guarantees regarding the return. The relative return
guarantees and performance benchmarking can result in
herding behaviour, as all administrators just follow a quasiuniform investment policy to make sure the returns will
not deviate significantly from the benchmark.
Finally, it was demonstrated that regulations adopted with
the best possible intentions – often intended to over-protect an emerging market –, can also have second-order effects that are not beneficial for diversifying the investment
portfolio and may cause a negative effect on the funds’
returns.
PRIMM: Do you think it would be wiser to eliminate these
guarantees?
L.B.: It’s not my place here to make such a recommendation. However, I can say that we need to be aware that any
guarantee comes with certain limitations and, implicitly or
explicitly, certain costs. The more restrictive the guarantee
system, the higher the costs. In the short term, judging on
annual basis, imposing a guarantee significantly reduces
the risk of major losses, but if we judge performance over
the long term, which is in fact appropriate for investments
in a pension fund, guarantees imply considerable costs,
both visible – meaning commissions etc. –, and invisible
- especially the ones difficult to quantify - by foregoing
returns and up-side performance. This is why establishing
a correct balance between prudence and efficiency, between risk and return, is a delicate issue.
Daniela GHEŢU
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> WATSON WYATT is one of the world’s leaders in financial and human resources consulting. With a USD 1.3
billion annual income, 7,000 collaborators and presence in 32 states, WATSON WYATT provides consulting services for 300 of the world’s largest pension funds. Mark DOWSEY, Senior Consultant of the company, was one of
the international speakers at the Private Pensions Day, FIAR 2008 and agreed to an interview for the PRIMM
Insurance&Pensions magazine, in exclusivity.

Interview with

Mark DOWSEY

Senior Consultant, WATSON WYATT
PRIMM: Saving for retirement becomes an ever more topical subject of discussion. What are the challenges faced by
private pension systems from Central and Eastern Europe,
where the Romanian system also fits in?
Mark DOWSEY: Although there are numerous private pension systems worldwide, we currently witness a global
trend to adopt models based on the defined contributions
(DC) philosophy. Actually, this means that we are all faced
with the same limitations, problems and challenges.
The first reason for concern is longevity: people live longer
than in the past. Many would say that a longer life is a good
thing. However, in the context of pensions, the question
is whether those who live longer also have the ability to
enjoy this longevity. At the same time, there are other demographic challenges as well: first of all, migration. It may
have a side effect on the retirement income, thus undermining the trust in the retirement system.
Also, the role of the pension fund administrators is more
and more considered to be that of helping participants to
the system understand the options they have.
PRIMM: What is specific for the Eastern pension systems,
namely from the New Europe, compared to the Western
ones, meaning the states with a tradition in this field, in
terms of limitations and challenges?
M.D.: I don’t think that the East-West axis still explains the
differences between various private pension systems at
European or global level. As more and more systems give
up the defined benefits (DB) model and turn to DC, I think
we are faced with DB and DC specific problems, rather than
East or West issues.

> In average, we can estimate
that only by saving now 20%-25%
of the income we can get a
decent pension.
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PRIMM: What are the effects of the recent demographic
trends on the income expected at retirement?
M.D.: Given the longevity and the ageing of the population, people need to be told they are faced with three situations: either they save a large part of their current income,
thinking about retirement, or they have to work longer and
postpone their retirement, or they will suffer from poverty
at their retirement age.
PRIMM: Based on WATSON WYATT’ international experience, what is the people’s attitude towards private saving
for retirement?
M.D.: A large number of private pension plans’ customers
do not realize how expensive is to save for a reasonable
pension, therefore they don’t save enough. The demographic trends will intensify this issue in time. However,
we have a very strange situation here: if people were sufficiently educated in this respect and understood how much
they need to save now for a decent pension later, most of
them would not even bother to save at all.
PRIMM: What do you mean by saving “enough”? How

> As for myself, although working in
this field for over 15-20 years, I am
sometimes unsure that I save enough
for retirement.
much do we need to put aside now to be able and enjoy a
reasonable income upon retirement, allowing us to have a
living standard close to the one we were used to during our
active years?
M.D.: There is no single and correct answer to this question
– clearly, the response depends on the age of the participant to the pension plan and on their expectations regarding the retirement income. In average, however, we can
estimate that only by saving now approximately 20%-25%
of the income we can get a reasonable pension.
An international comparison of this level with the realities
of the private pension systems points out to one thing:
the level of contributions must be higher. In Central and
Eastern Europe contributions amount to 5% in Croatia and
Bulgaria, and reach 8% in Hungary, 9% in Slovakia and
10% in Latvia. In Ireland, the Pension Funds Association
showed that the average contribution level transferred
to the DC private pension plans is 11% (5% from the employee and 6% from the employer) and declared that these
levels should double in order to provide a decent pension.
In Great Britain, WATSON WYATT conducts annual studies on contributions transferred to the facultative private
pensions by the largest 100 employers. Among them, the
average total contribution is 14.7%, of which the employ-
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> Financial education for retirement could and
should be included even in the education system.
ers’ part is 8.4%. We should keep in mind that the private
pension system in Great Britain is facultative, a mandatory
one shall be introduced only starting with 2012, by an automatic enlisting of all employees in the occupational private pension plans. From this point of view, but not only,
Great Britain has to learn from Romania and other states
in the region.
PRIMM: What are the results of this contribution level on
people’s expectations from a private pension?
M.D.: In Great Britain, a 2005 report of the Institute for Fiscal
Studies shows that almost half the British saving now in a
private pension plan overestimate the amount they’ll receive from the system as pension by approximately 30%. It
is highly likely that the situation is not unique and we have
such an exaggerated optimism in other areas as well.
At the opposite end, however, there are people who understand the seriousness of the issue and try to save more
for retirement. As for myself, although working in this field
for over 15-20 years, I am sometimes unsure that I save
enough for retirement and ask myself questions about the
future income, for which I put aside now.
Personally, I think the population must be educated from
this perspective, the need to save for retirement. Financial
education for retirement could and should be included
even in the education system. We teach our children so
many things at school, except for this, which is very important.
PRIMM: Western European states have a tradition in occupational pensions, and Great Britain is no exception. What
is the role of private pensions in attracting, retaining and
keeping the employees?
M.D.: It might be a surprise, but there is n o empiric evidence on the role of pensions in attracting and retaining
the employees. WATSON WYATT is conducting an annual
study which, among others, analyzes the key-factors in
the employer/employee relation. Unfortunately, the employer’s contribution is not among the aspects considered
to be the most important by employers or by employees.
Considering this lack of empiric evidence, it is highly likely
that the low importance employees place on the pension
offer of the employer comes from the employees’ impossibility to understand the value of the pension component
in the salary package.

Mihai BOBOCEA
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For instance, the public pension system in Romania, based
on the pay-as-you-go model, has the same problems as
the system in Great Britain – first of all, a very low income
replacement rate. On the other hand, Spain, with a DC private pension system, still has a demographic structure able
to support the public pension system without immediate
pressure –, while many states from Central and Eastern
Europe adopted private retirement systems precisely because of this pressure on the public pension system. So this
means we have system specific challenges, not Western or
Eastern challenges.
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> Whether they came along with a 2nd pillar (mandatory private pensions) or not, voluntary pensions (3rd
pillar) were in most cases successful in the Central and Eastern European region. They are usually the savings
instrument of choice for retirement. Statistical data also shows that the Romanian market could set along this
path, especially because the echoes of last year’s mandatory pensions big-bang campaign are now fading. So
that means fresh forces for a start in the battlefield of selling voluntary pensions.

Romanian voluntary pensions
market: waiting for the boom
Voluntary pensions enjoyed thus far enough success in the
Central and Eastern European region to speculate that they
will perform the same on the Romanian market. So, after
following close the start of mandatory pensions campaigns
in states such as Poland or Hungary, Romania is again preparing to import regional experience and expertise, this
time regarding voluntary pensions.
In the 11 states of Central and Eastern Europe that adopted a voluntary pensions system up until today, about 7.5
million customers were active participants in such funds
as of the end of last year. Altogether, these voluntary savings schemes were managing almost 11.6 EUR billions,
also at the end of last year. This data represents an estimate
number, made by PRIMM Insurance&Pensions Magazine,
based on market data in the region, by the national supervisory bodies.
These estimates show a growth of almost 11% in the total
number of participants, 2007 compared with 2006. Over
the same period of time, net assets under management
grew by approximately 17% – the data being aggregated
for all the 11 CEE states with voluntary pensions, including
Romania.
The first voluntary pensions schemes appeared in the CEE
region in 1994, in the Czech Republic (which not until to-

Voluntary pensions markets in Central and Eastern Europe
Country

Start of 3rd
pillar

Participants
2006

2007

Increase
(%)

Net assets (mil. EUR)
Increase
2006
2007
(%)

Czech Rep.

1994

3,621,142

3,971,374

10%

5,291

6,275

19%

Hungary

1994

1,360,516

1,385,518

2%

2,855

3,106

9%

Slovakia

1997

690,000

792,368

15%

635

754

19%

Bulgaria

1994

565,782

592,805

5%

253

347

37%

Poland

1999

281,495

n.a.

n.a.

571

n.a.

n.a.

Latvia

1998

99,596

142,962

44%

73

99

36%

Croatia

2002

85,794

115,866

35%

62

111

78%

ROMANIA

2007

0

55,333

n.a.

0

4

n.a.

Estonia

1998

25,107

42,000

67%

49

71

45%

Slovenia

2000

24,000

n.a.

n.a.

45

n.a.

n.a.

Lithuania

2004

20,000

n.a.

n.a.

21

n.a.

n.a.

6,773,432

7,500,000

11%

9,855

11,600

18%

TOTAL (estimate)

Source: supervisory bodies, AZ Global Investors research
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day managed to adopt a 2nd mandatory pillar), Hungary
and Bulgaria. Since then, markets developed and grew
continuously, which is also expected to happen on the
Romanian market.
Although the Romanian voluntary pensions market only
consisted of 55,000 participants at the end of 2007 and
88,000 participants at the end of May 2008, the potential
is here, by regional standards and not only. At the end of
2008, the market expects a total number of participants
of 200,000, according to the latest public statements by
Mircea OANCEA, the President of CSSPP, the Romanian
private pensions supervisory body. Mihai SEITAN, currently
head of FINCOP pensions broker and also one of the main
authors of the voluntary private pensions law, sees this
mark of up to 250,000 participants at the end of this year.
This figure could boost Romania on the 6th place in the
regional ranking of countries by number of participants
at the voluntary pensions schemes, in only one year and a
half after the start of the system. Currently, Romania is on
the 8th place in the region.
In spite of last year’s difficult period for the voluntary pensions market (which is unfortunately likely to continue
during 2008), the market’s growth potential is of about 5-6
million participants within the next 8-10 years, according
to Mihai SEITAN.
Compared to the Romanian 2nd pillar, which consists of almost 4.2 million participants (out of which only 3.2 million
participants received contributions within the first round
of collection, the rest being almost one million empty accounts), the estimate regarding 5-6 million participants in
the 3rd pillar sounds very optimistic. But the Romanian 2nd
pillar has a large handicap in comparison to other regional
systems: the contribution level is the lowest in CEE, of only
2% of gross income, slowly going up (by 0.5 percentage
oints per year) to reach 6% in 2016.
In other words, this means that the mandatory pensions
is not a complete, sufficient solution for the retirement
problem by itself, needing a substantial supplementation
from the 3rd pillar. Obviously, the mandatory contribution
must be accompanied by a voluntary pension, this being
the only way one can attain a reasonable pension at retirement age.
And we consider these to be the main driving force of the
local voluntary pensions market, whose growth we will
closely watch within the next period.
Mihai Bobocea
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Events

CNPAS Counsel:
Assessing the start of Pillar II
The National House for Pensions and Other Social Security
Rights (CNPAS) and the County Pension Houses (CJPAS)
had the opportunity to organize an official reunion on the
Private Pensions Day at FIAR 2008. The CNPAS reunion was
held immediately after the private pension conference and
was intended to facilitate the communication between
CNPAS and CJPAS only one day after the first contributions
to Pillar II – the mandatory private pension system – started
being collected.
The reunion was attended both by the management
of the National House for Pensions and Other Social
Security Rights from Bucharest and by the Presidents of
all 41 County Pension Houses. The meeting was chaired by
Mariana CÂMPEANU, President of CNPAS. The discussions
had as main topic the technical aspects of implementing
the mandatory private pension system.
Just one day ago, CNPAS had transferred a total amount of
EUR 24.1 million in the accounts of the 3.2 million active
participants, namely the value of the first contributions collected in the system. According to the statements made by
Mariana CÂMPEANU, the County Pension Houses shall play
a very important role in increasing the collection rate from
now on, by making the employers that submit the nominal declaration for social contributions (CAS) with delays to
comply with this obligation.
CNPAS is the institution keeping the records of the mandatory private pension system, institution that also managed
the entire initial enlisting process and is now in charge with
keeping records of the ongoing enlisting process. CNPAS
manages the Participants Registry, namely the database
including all 4.2 million employees that enlisted in the
mandatory private pension system. CNPAS is also taking
care of transferring the contributions in the system, based
on the payments and CAS nominal declarations made by
employers.
Mihai BOBOCEA
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FIAR 2008 – The Official Opening
Reception offered by ASIBAN
19th of May 2008
The Sinaia Casino, International Conference Center, Mirrors Hall

In the elegant frame offered by the Mirrors Hall in Sinaia
Casino, took place the official opening of the 11th edition
of FIAR – The International Insurance Reinsurance Forum. It
is my pleasure and honor in order to declare the official opening of the 11th edition of FIAR. This event represents a real
opportunity of a direct approach of the most recent topics
related with the insurance industry, Mrs. Angela TONCESCU,
President CSA - Insurance Supervisory Commission stated.
The evening continued with the reception offered, as each
year, by ASIBAN. FIAR means each of us, everyone, each time
more participants, fact that can only make us to be glad,
Mr. Dumitru MUGUREL CERACEANU, President General
Manager, ASIBAN stated.
By following an already established tradition the guests
warmed up for business topics and bilateral meetings, risk
assessments and profit by playing Roulette, Poker or Black
Jack.

JUNE 2008
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Special Evening, dedicated to the
Insurance Brokers
offered by EUROINS Romania
20th of May 2008
Main Restaurant of Hotel Sinaia
The Insurance Brokers Evening that took place at the
end of the second day of FIAR – International Insurance
Reinsurance Forum, constituted a real networking opportunity and also the evening brought prizes.
The contest organized by EUROINS in cooperation with
Media XPRIMM finalized with the awarding ceremony. Mr.
Bogdan STAN, CEO, EUROINS granted the following prizes:
Mrs. Bianca DUMA, Executive Director, AL BROKER INVEST,
Arad, Romania won the 1st prize consisted in an General
Third Part Liability Insurance, for one year, amounting
2,500 EUR.
The second prize went to Mr. Marius MAIER, General
Manager of CMC Insurance Broker from Cluj-Napoca,
Romania. The prize consisted into a preferential commission of 30% for agricultural and health insurance, at winner’s choice.
Mr. Eugen Mircea PRIBOI, Managing Partner of EUROGROUP
Insurance-Reinsurance won the 3rd prize: a health insurance with a premium amounting EUR 200 per year.
The night ended with the special concert offered by Popa’s
Band.
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The Romanian Traditional Evening
offered by ASTRA-UNIQA
21st of May 2008
The International Hotel, Sinaia

Following a heavy day which consisted in 4 Conferences
during FIAR the guests had the opportunity of enjoying
the Romanian traditions.
The evening hosts, ASTRA-UNIQA team welcomed their
guests according with the Romanian customs: with bread
and salt. The Romanian traditional food was accompanied
by old good wine together with traditional music and
dance.
The participants were invited to sing and dance the skilled
ones were awarded with prizes. Also during the evening
took place the multicultural singing contest took place.
The mentioned contest constituted a great opportunity for
the participants to sing together traditional music from different countries such as: Russia, Greece or Hungary. All the
brave singers were awarded with prizes

JUNE 2008
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“Scary Evening”
offered by POLISH Re
22nd of May 2008
Old Nick Pub, Sinaia

The last special night during FIAR 2008 took place at Old
Nick Pub and was offered by POLISH Re. The party theme
was: scary evening. Thus, everything in Old Nick Pub became scary, even the dancing contest, the karaoke contest
and also the scary sounds contest. The atmosphere was
completed by the scary dancers and the scary cocktails
prepared in a spectacular manner.
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