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The three recent major transactions made
the Romanian insurance market look like a
moving stained-glass. We invite you to discover the details and how these recent transactions will lead to the insurance market’s reconfiguration.
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During the first half of 2008 the Romanian insurance market exceeded EUR 1.2 billion increasing with 11% as compared with the similar period of 2007. The consolidated loss of the
marked decreased by 5 times during the analyzed period, reaching EUR -5 million. In this
article you may find a brief review of the Romanian insurance market as published in our
magazine by courtesy of Insurance PROFILE.
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Insurance Market

> As anticipated in our magazine at the beginning of this year, some major changes in the positioning on the
local insurance market occurred over the past few months in a context where, obviously, the emerging markets
represent the future of the European insurance market. The three recent major transactions on the market caused
real troop movements on the local insurance front, and we shall witness a reconfiguration of the demarcation
lines in the future. We invite you to discover the details and how these recent transactions will lead to the insurance market’s reconfiguration.

2008 ROMANIA

A MOVING STAINED-GLASS
Development as expected
The emerging markets represent the future of the European
insurance market – this was one of the conclusions of article “2007: The Monopoly Year”, published in this year’s
first issue of PRIMM Insurance&Pensions magazine. And
in January 2008, our publication also anticipated that the
insurance concentration trend will remain and even accelerate this year. Two months later, the market was taken by
surprise by the announcement of ERSTE Bank giving up
its investments in insurance to make room for the VIENNA
Insurance Group (VIG).
After the announcement of ERSTE Bank, at the beginning of April, we witnessed the biggest transaction on the
Romanian insurance market: the French group GROUPAMA
acquired the insurance company ASIBAN for the amount
of EUR 350 million.
Also, VIG announced in June it will have exclusive negotiations with UNIQA Group for the sale of Romanian insur-

ance company UNITA. This movement took by surprise the
local insurance market as the favorites for this deal were
MUNICH Re and AXA.

ERSTE Bank – VIG agreement
In Romania, the above mentioned transaction includes
the sale to the VIENNA Insurance Group of all life and
non-life insurance companies belonging to BCR. VIG shall
acquire the majority stock at BCR Life Insurance and BCR
Insurance, from the Romanian Commercial Bank. BCR shall
keep 5% of BCR Life Insurance, as it happened in the other
countries. The remaining stock shall have different owners. In 2007, the total gross written premiums in life insurance was almost EUR 25 million, and the non-life insurance
premium income totaled EUR 155.1 million for the same
reference period.
As a result of this move, VIG controls five companies on
the relevant Romanian market, which is the equivalent of
a cumulated market share in excess of 31% and a turnover
exceeding EUR 667 million, according to the data from the
specialized magazine Insurance PROFILE.
Following approval by the relevant competition and local regulatory authorities in Austria, Croatia, the Czech
Republic, Slovakia and Hungary, the Vienna Insurance
Group has successfully completed in September, the acquisition of the insurance operations of ERSTE Group Bank
AG in Austria and in Central and Eastern Europe according to plan. A crucial part of the deal is a long-term distribution agreement, which provides the Vienna Insurance
Group with access to the nationwide sales network of
ERSTE Group, consisting of more than 16 million customers and over 2,900 branches. In return, ERSTE Group will
obtain access to the approximately 10 million customers
of the Vienna Insurance Group in those countries in which
both partners are currently active.
“With the successful conclusion of this acquisition and the
distribution agreement we can continue even more strongly on our course of continued growth”, Gunter GEYER, CEO
of the VIENNA INSURANCE Group explains. “The VIENNA
INSURANCE Group thus becomes the number 1 amongst
the internationally active insurers in this region. The mutually beneficial distribution agreement provides a robust
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Last year the Austrian group expended in the Czech
Republic, Poland, Romania, Slovakia, Bulgaria, Ukraine
and Albania. The group’s spectacular growth was
caused by the significant performances from Central
and Eastern Europe where, at the end of the first three
quarters of the previous year, profits had a growth rate
of 52%, while gross written premiums went up by 32%,
reaching EUR 2.12 billion, representing 40% of the total
underwriting volume of the VIENNA Insurance Group.
In Romania, last year’s expansion led to VIG announcing in November its intent to entirely take over ASIROM,
launching a public offer for taking over 49.82% of the
Romanian insurer shares for RON 243.6 million, after
having increased its ownership to more than 50% at
the beginning of the month, from 30% it bought from
the former majority shareholder INTERAGRO.
Thus, at the beginning of this year, ASIROM became,
like OMNIASIG, OMNIASIG Life Insurance, UNITA and
AGRAS, part of the VIG Romanian family, the group’s
ownership of ASIROM reaching 98.5%, through some
direct and indirect acquisitions of shares. The value of
the two transactions ensuring the Austrians’ control
over the Romanian insurer is EUR 75.8 million.
In June this year, UNITA left the “VIG family” for
UNIQA.

foundation for both financial groups to jointly benefit to
an even greater extent from the dynamic growth in the
CEE markets”.
VIENNA Insurance Group and UNIQA Group Austria
agreed on the sale of 100 percent of the share capital of
the Romanian non-life insurer UNITA. The transaction is
subject to all necessary approvals by the authorities, especially the approval by the European Commission. Read
more about this transaction, in the “Austrian Deal” column
of this article.

coming a reference international player, especially on the
Central European markets. Romania represents a major
objective in this strategy, as seen already in the acquisition
of the insurance companies BT Insurance (in December
2007) and OTP Garancia Insurance (in February 2008), the
latter to be finalized after obtaining the permits as stipulated in the law.
“In our strategy for the development in Central and Eastern
Europe, the Romanian market is a priority for us, considering the country’s population, the fast economic growth
and the very low level of current development in the industry”, stated Jean- François LEMOUX, Director General of
GROUPAMA International.
“I would like to thank the former shareholders, on behalf of
the ASIBAN team, for their financial and managerial support
to the development of the company. We are also aware we
are faced with a new challenge”, mentioned Dumitru Mugurel
CERĂCEANU, President-Director General of ASIBAN.
According to the contract signed in April in Bucharest,
CEC and BRD shall continue the collaboration on bancassurance with ASIBAN, at least on short term. Although
the future strategy for the three companies owned by
GROUPAMA in Romania has not been finalized yet, JeanFrancois LEMOUX stated that a rebranding campaign shall
start most likely at the beginning of next year. “In a first
stage, we shall implement a unitary management for all
our operations in Romania”, stated the GROUPAMA official. “We want to operate in Romania under one brand GROUPAMA, this is why we shall not exclude a potential
merger or portfolio transfer. However, all these are, for the
moment, only at the preliminary stage”, explained JeanFrançois LEMOUX.
The transaction of GROUPAMA to take over ASIBAN is, beyond any doubt, the most significant on the Romanian insurance market, exceeding by far the price paid by VIENNA
Insurance for ASIROM or OMNIASIG. Actually, the price
paid for one euro of the turnover reached almost 2 euros
for this deal.
In fact, the acquisition of ASIBAN, from BT Insurance, as
well as the Romanian division of OTP Garancia, and the
related capitalizations, take the investment of GROUPAMA
on the relevant Romanian market to a value of more than
EUR 500 million in less than one year.

Meanwhile, knowing the Austrians’ business management,
we can be sure not to expect any mergers between the
group’s companies, as VIG goes for a multi-brand strategy.

“The strategy of intensive acquisitions in Romania allowed
us to rank third on the Romanian insurance market in a
relatively short time”, mentioned the Director General of
GROUPAMA International.

Acquisition of ASIBAN by GROUPAMA: the most
expensive on the market

At present, summing up the market shares of the companies mentioned here, we reach 11.79%, of which 7.7%
- ASIBAN, 3.79% - BT Insurance and 0.31% - OTP Garancia.

The French group GROUPAMA acquired the insurance
company ASIBAN against EUR 30 million. By the contract
signed at the beginning of April, GROUPAMA became sole
owner of the Romanian insurer, the four banks (BCR, BRD,
CEC and TRANSILVANIA Bank) giving up on the 25% share
they had.

GROUPAMA ranks third in the ranking of the largest French

Founded in 1996, ASIBAN is a top player on the Romanian
insurance market, ranking third at the end of 2007, with an
8% market share in the ranking of composite companies
made by the specialized magazine Insurance PROFILE.
Thus, in 2007, ASIBAN registered gross written premiums
of EUR 166.65 million, a 35% increase compared to 2006
and almost 8% more than the market average.
For GROUPAMA, this acquisition reflects its strategic commitment to develop the international activities, thus be-
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GROUPAMA acquired BT Insurance in October 2007, as a
result of the agreement concluded between the French
group and TRANSILVANIA Bank. After finalizing this operation, TRANSILVANIA Bank collected EUR 76.5 million,
namely 85% of the total EUR 90 million negotiated upon
signing the contract, the price difference to be paid during 2008.
5
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Changes in the Romanian Insurance Market due to recent transactions
GROSS WRITTEN PREMIUM

Place in
market’s
classfield
1
2
3
4
18
21
7
9
27
5
10
25
8
12
24

Company
ALLIANZ-ŢIRIAC
OMNIASIG
ASIROM
BCR Asigurări
BCR Asigurări de Viaţă
OMNIASIG Viaţă
VIENNA INSURANCE GROUP
UNITA
ASTRA-UNIQA
AGRAS
UNIQA
ASIBAN
BT Asigurări
OTP GARANCIA
GROUPAMA
GENERALI
ARDAF
R.A.I.
PPF-GENERALI

TOTAL TOP 10
TOTAL

2007
EUR m.
369.89
264.86
188.30
175.87
24.87
13.60
667.51
142.08
112.00
3.08
257.16
166.65
82.01
6.68
255.35
114.50
47.90
7.85
170.25
1,769.61
2,165.24

2006
RON m.
1.234,43
883.92
628.43
586.93
83.00
45.40
2,227.68
474.17
373.78
10.29
858.23
556.16
273.70
22.30
852.16
382.13
159.86
26.20
568.19
5,905.72
7,226.07

EUR m.
316.59
152.10
170.23
120.29
14.29
13.87
470.78
73.55
85.97
6.13
165.65
123.94
59.87
3.30
187.10
84.76
55.76
6.99
147.51
1,310.96
1,625.56

RON m.
1,115.83
536.08
599.98
423.96
50.37
48.87
1,659.26
259.22
303.01
21.62
583.85
436.81
211.00
11.64
659.45
298.74
196.51
24.64
519.89
4,620.47
5,729.28

Nominal
change in
EUR

Real change
in RON

16.83
74.13
10.62
46.21
74.02
-1.90
41.79
93.18
30.28
-49.75
55.24
34.46
37.00
102.38
36.47
35.09
-14.09
12.30
15.42
34,99
33,20

5.52
57.27
-0.09
32.05
57.17
-11.40
28.06
74.48
17.66
-54.61
40.21
21.44
23.73
82.79
23.26
22.01
-22.41
1.43
4.25
21,92
20,30

Market share
2007
17.08
12.23
8.70
8.12
1.15
0.63
30.83
6.56
5.17
0.14
11.88
7.70
3.79
0.31
11.79
5.29
2.21
0.36
7.86
81,73
100,00

Source: Insurance PROFILE

Other companies 20.56

PPF - GENERALI 7.86

ALLIANZ-ŢIRIAC 17.08

Market
Share

VIENNA INSURANCE
GROUP 30.83

companies of this type, its main rivals being the giant AXA
and CNP, also having branches in China, Greece, Italy, Great
Britain, Portugal, Spain, Turkey, Hungary and Vietnam. The
objective of the French is to become one of the first 10 insurers in Europe.

The Austrian Deal: VIG - UNIQA
VIENNA Insurance Group and UNIQA Group Austria have
signed, on June, a contract on the sale of 100 percent of
the share capital of the Romanian non-life insurer UNITA.
“Taking over UNITA, considering its 8.5% market share on
non-life segment, UNIQA reaches its strategic objectives
for the Romanian market. This takes place independently
of the outcome of the negotiations we have with ASTRA
for more than a year up until now for buying a larger stake”,
6

Wolfgang KINDL did not want to comment upon a possible sale of the shares which UNIQA holds at Romanian
company ASTRA-UNIQA. “Given the new situation, we
keep open all strategic options”, the UNIQA International
official noted.
The amount UNIQA will pay to VIG for this deal will rise
to EUR 140-150 million, according to market sources. This
price would correspond to the UNITA’s underwriting volume in 2007. It is also rumored that MUNICH Re was offering EUR 120-140 million EUR for the Romanian society.

ASTRA-Uniqa 11.88

GROUPAMA 11.79

Wolfgang KINDL, Managing Director, UNIQA International
has declared for XPRIMM Insurance Newsletters.

The price above may be considered low compared with
the 2 EUR to 1 EUR of turnover that GROUPAMA paid for
ASIBAN or with the 1.2 EUR/1 EUR given by VIG for the
insurance division of ERSTE. At the same time, for example, VIG paid only 0.7 EUR per 1 EUR of turnover when the
group took-over ASIROM.
Contacted by XPRIMM Insurance Newsletters, VIG representatives said the two parties involved in the transaction
have agreed keeping confidential the price of UNITA.
“We see this transaction in a very positive way, basically we
can say that a new insurance group was born in Romania”,
Radu MUSTATEA, General Manager ASTRA-UNIQA, has
stated.
Specialists are now questioning about the strategy that
UNIQA will adopt for the Romanian market. “Everybody who
knows the realities of the insurance market in Romania also
knows that UNITA hasn’t always had favorable periods, so
this change should bring a review of the companies’ organizing methods and operational process”, Romeo JANTEA,
Consultant, JANTEA Profesional stated. “Unlike VIG, a multi
brand strategy adept, which grants a broad autonomy to its
owned companies, UNIQA will be involved in an active and
dynamic administration of UNITA”, Romeo JANTEA explained.
Year X - Issue 10/2008 66
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in euros for the GROUPAMA companies in Romania was
about 36% last year.

UNIQA entered on the Romanian market in 2005 taking over a minority stake in ASTRA. Austrian company
started negotiations with the Romanian insurers’ shareholders but the stake owned by UNIQA at ASTRA has
not increased by now, according to data available at the
Central Depository.
UNIQA climbs the third position in the groups’ hierarchy, with an 11.88% share, less than a point in front of
GROUPAMA, recently entered on the Romanian market.
Austrian UNIQA’s deal of taking over 100% of the share
capital of the Romanian company UNITA from VIENNA
Insurance Group, fixed at the end of June, is expected
to close these autumn after all necessary regulatory approvals. Because the conditions for a majority takeover
of ASTRA-UNIQA were not fulfilled, there are no more legal obligations in this regard so the shareholding in the
Romanian insurance company ASTRA remains at 27%, the
group representatives said.
The main objectives of UNITA for the next period of time
are maintaining the market share that has made it possible to reach the insurer’s top five, increasing the profitability in all business lines, as well as adjusting the offered
products to the new market demands.

Market structure
Adding to the previously mentioned companies, involved
in the transaction, the ones owned by GENERALI PPF in
Romania, the moves made so far or the potential moves in
the near future – in the case of GENERALI, ARDAF and RAI –
have implications on almost 60% of the insurance market,
amount representing the cumulated market share for the
above mentioned companies.
Last year, the first 10 companies on the market concentrated about 82% of the total underwriting. Considering
the most recent developments VIG would get to cover a
little over 30% of the insurance market. Last year, the companies owned by the Austrian group locally underwrote
more than EUR 667 million, the average increase calculated for the VIG companies in Romania being about 42%.
As we mentioned, it is highly unlikely that VIG decides to
merge its companies from Romania but rather continue
the multi-brand strategy applied so far.
OMNIASIG is the strongest of the VIG companies locally.
This company ranks second on the insurance market, has
over 12% of the total underwriting last year on the insurance market and experienced a nominal increase in the
European currency, exceeding 74%.
UNITA, the most recent acquisition of UNIQA in Romania
became also the strongest company of them mentioned
group in Romania. With a share of about 7% from the
market and a nominal change in EUR exceeding 93%
during the previous year UNITA held the 7th position in
the market. Thus, the market share that UNIQA held from
Romanian market reached about 12%.
GROUPAMA owns three insurance companies: ASIBAN, BT
Insurance and OTP Garancia. These insurers cover 11.8%
of the insurance market share and underwrote together
more than EUR 255 million. The average nominal increase
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GROUPAMA’s flagship company is, locally, ASIBAN which
went up to the fifth place on the market last year. ASIBAN
underwrote almost EUR 167 million and has an 7.7% market share. The company had a nominal increase in the
European currency of almost 35% during the reference
period.
The GENERALI PPF holding was established as such in July
2007. GENERALI PPF owns three insurance companies
in Romania now: GENERALI, ARDAF and RAI. The three
companies reached an approximately 8% market share,
the average nominal increase exceeds 15%. In fact, the
group’s average was raised by the increase experienced by
GENERALI, but decreased by a lower activity of ARDAF last
year.
Actually, GENERALI PPF Holding started its official activity
at the beginning of this year, the group’s companies operating in 12 countries: the Czech Republic, Slovakia, Poland,
Hungary, Romania, Bulgaria, Ukraine, Russia, Serbia,
Slovenia, Croatia and Kazakhstan. PPF entered on the local
market last February, with the acquisition of RAI Insurance,
and a month later bought the majority stock from ARDAF,
through a company from Cyprus. After the second acquisition from Romania, a merger was expected for the two
companies, but it did not happen. Actually, it remains to
be seen how the three companies of GENERALI PPF will
impact on the local market’s structure and whether the
group will maintain a multi-brand structure or adopt the
merger solution. The most recent decision of ARDAF concerns the withdrawing from the life insurance market,
where GENERALI is much better positioned.
GENERALI is the groups’ strongest company in Romania.
The company underwrote almost EUR 115 million last
year, an increase in excess of 35% compared to last year’s
results. GENERALI has a market share of over 5% and ranks
8th according to its gross written premiums in 2007.

What’s next?
After completing the recent acquisitions, almost 80% of the
market shall be owned by five groups: VIENNA Insurance,
ALLIANZ, UNIQA, GROUPAMA and GENERALI-PPF and the
stake shall no longer be only the market share. The insurers shall develop long term strategies, to the detriment of
tactics to attract customers with low prices on short term,
to gain market share.
In fact, many local companies focused on high turnover
to the detriment of profitability, only because the key element when setting the transaction prices on the local market was the market share, the turnover value. The acquisition storm is quite over, and things start to settle down.
Of course, the recent changes on the local market structure
will prove over time whether 1+1 really equals 2. It’s obvious that the TOP 10 targets are done, just like the race for
market share, and the competition for profitability starts.
It won’t be easy, but it will be a competition that favors
insurers who did not necessarily focus on market share or
even gave it up for profitability.
In a market where profit is suffocated by motor insurance
and where many insurers experienced losses and marginal
profit last year, it’s going to be interesting to follow the solutions companies will adopt in their fight for profit.

Alex ROSCA
7

Interview

> The current stage of the Romanian insurance market, the main trends to influence it during the following year
and the Romanian insurance supervising authority’s opinion about the introduction of the “leader supervisor”
concept were only a few of the topics approached in an interview with…

Angela TONCESCU
President, Insurance Supervisory Commission
PRIMM: What has the Romanian insurance market meant
for the supervisory authority over the past 6 months?
Angela TONCESCU: Besides the current regulatory, prudential supervision and control activities, the Commission
continued in 2008 to get involved in the professional training of its staff, as well as of the insurance industry, especially on issues related to the future Solvency II model and the
QIS studies. This year we hosted the First Regional CEIOPS
Seminar on Solvency II, an event that brought together
over 250 participants, representatives of the European insurance industry, of the supervisory authorities from EU
and the countries from this region, as well as other personalities directly interested in this field.
The Commission has also strengthened the dialogue with
the field representatives of the insurance companies, intended to enhance the transparency in the supervisory
activity and find out directly from the field which are the
main problems the market is facing.
PRIMM: In the first half of the year, the loss sustained by the
market diminished by almost 80% compared to the value
reported last year. Would you consider this development as
a first sign of upturn for the profitability of the Romanian
insurers?
A.T.: Indeed, the reports sent by the insurers to the
Insurance Supervisory Commission for the 30th of June
2008 indicate that the first semester of 2008 reported a net
aggregated loss of about 4.36 million EUR, namely 5 times
lower than the loss of the same period, in 2007.
Last year, the net loss in the first six months represented
one third of the loss for the entire year, which was approximately 76 million EUR. If this ratio remains the same in

> Romania considers that the transfer of
competences from national level, namely from
the local supervisor to the group supervisor, is not
supporting the compliance with the main objective
of the Solvency II Directive, namely to improve group
supervision and provide a better protection for
insured people.
8

2008, we could talk about a net loss of approximately 13.5
million RON for the entire 2008.
We are looking forward to receiving the reports for the entire financial year 2008 and we will see whether our forecasts for lower losses than in 2007 will be confirmed.
PRIMM: We can say that the maintained their high interest
in the Romanian market after almost 2 years from the accession to the European Union. How do you think the strategic investors interest will impact the development strategies of the Romanian insurance companies?
A.T.: It’s true. Although almost 2 years elapsed since the
accession, the Insurance Supervisory Commission still receives requests for authorizations as insurance companies.
We are currently assessing the authorization documentation for four new life insurance companies, with shareholders from major financial groups from Germany, France, the
Netherlands and Turkey.
In my opinion, a stronger competition shall inspire all participants on this market to diversify the products, increase
the quality of their services and become more transparent
about their operations. In quantitative terms, I think it is
highly unlikely that we witness an influence on the current
hierarchies on short term, because an insurance business
requires time to strengthen and develop.
PRIMM: How would you describe the current stage of the
insurance market to an investor interested in Romania?
A.T.: Although the Romanian insurance market is relatively
young, it is described by stability and dynamism. The insurable potential is also great, and the latest figures indicate
an accelerated future growth in life insurance. I think that,
on long term, development areas other than BucharestIlfov shall create numerous business opportunities for
companies in the insurance industry.
Considering Romania’s geographic position and its large
population, we are persuaded that the insurance sector
will experience high growth rates in the future, compared
to other sectors from the national economy. Our forecasts
show that the gross written premium volume shall reach
approximately 7.5 billion euros in the following 10 years.
The legislation in insurance is compliant with the European
Directives, thus being compatible with the national legislations from all the other member states. This means that for
an investor coming from a member state, the regulatory
framework should not be a novelty or an obstacle in any
Year X - Issue 10/2008 66
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> Although the Romanian insurance
market is relatively young, it is
described by stability and dynamism.
The fiscal regime is one of the most
attractive in the region, the insurable
potential is also great and the latest
figures indicate an accelerated future
growth in life insurance.
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> Considering Romania’s geographic position and
its large population, we are of the opinion that the
insurance sector will experience high growth rates
in the future, compared to other sectors from the
national economy. Our forecasts show that the gross
written premium volume shall reach approximately
7.5 billion euros in the following 10 years.
way. Another proof is the fact that over 40 insurance companies are present on the Romanian market, out of which
many are part of European insurance groups.
I would also like to refer to the fiscal regime, which is one of
the most attractive in the region.
Not least, I believe it is important for everyone to know that
the insurance supervisory and regulatory authority from
Romania is open to a dialogue with all the companies in
this industry and is flexible in finding the most optimal solutions to the potential problems they face, while observing the legislation in force, of course.
PRIMM: The focus is more and more placed on a “globalized
supervision”, an aspect that will surely develop further, given the recent international economic crisis. In such a context, what are the relations with the other supervisory authorities from the EU countries, as well as with the European
bodies? How do you think these relations will develop in the
near future?
A.T.: The proposals of the European Commission with regard to the supervision of the financial market, and especially of the insurance market concern the introduction of
the “leader supervisor” concept. According to this concept,
the tasks, competences and actions required for the supervision of insurance groups shall be directly undertaken by
the insurance supervisory authority of the member state
where the group is localized, thus eliminating any control
of the supervisory authority from the host member state,
with regard to the companies located on its territory. Thus,
we think we run the danger that beneficiaries of insurance
products from the host member state be completely unprotected.
Therefore, Romania considers that the transfer of competences from national level, namely from the local supervisor
to the group supervisor, is not supporting the compliance
with the main objective of the Solvency II Directive, namely
to improve group supervision and provide a better protection for insured people. We believe that the local supervisor should have available all instruments necessary for the
implementation of an appropriate supervision that reflects
its responsibility towards the insured and the possibility to
impose additional measures at local level so as to provide

for the solvency of the supervised subsidiary. According to
its current design, the “group support” regime limits the response capacity of the local supervisor, especially in crisis
situations.
This position is shared by another 12 EU member states
that ISC is maintaining a very close contact with, starting
from an exchange of information, study tours, joint control
actions, up to designing a joint position with regard to the
“group support”.
Besides the relations with the member states, ISC is an active member of CEIOPS and EIOPC where it often presented
its opinions, with positive outcomes in terms of relations
with the other EU members.
PRIMM: Does the international financial crunch affect the
Romanian insurance market? To what extent? Is this crisis
calling for the implementation of new supervisory policies
or more attention from the ISC?
A.T.: The Insurance Supervisory Commission is permanently monitoring the prudential indicators of all insurance companies, and especially for the companies with a
significant market share, so that it can take quick measures
whenever necessary to prevent any negative impact on the
market’s stability.
The assessments carried out based on the technical-financial statements reported by the insurance companies
indicate they have prudentially spread technical reserves
and assets that cover them up to their gross value, sufficient for meeting the obligations undertook in the insurance contracts they concluded. As a conclusion, we believe
there is no reason to worry about the stability of the insurance market in Romania, especially if we consider the fact
that approximately 80% of the market represents non-life
insurance.
Of course, we follow closely the international and internal
trends of the banking and capital markets, so as to be able
to act accordingly.
PRIMM: In your opinion, what will be the main trends to
influence the Romanian insurance market in the following
year?
A.T.: As I said, life insurance has a huge development potential, also confirmed by the interest expressed by so
many companies, over a brief period of time. I am sure that
in 5-6 years, the life insurance segment from Romania will
be much more developed than in the present.
Also, the introduction of mandatory home insurance, with
a strong social character, shall trigger an increase in the
optional home insurance segment as well in the years to
come. This will happen because the amount insured with
a mandatory insurance provides a minimum protection,
while the optional insurance complements it by covering
the risk up to the real value of the building.
Alex ROŞCA
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> During the first half of 2008 the Romanian insurance market exceeded EUR 1.2 billion increasing with 11% as
compared with the similar period of 2007. The consolidated loss of the marked decreased by 5 times during the
analyzed period, reaching EUR -5 million. In the following column you may find a brief review of the Romanian
insurance market as published in our magazine by courtesy of Insurance PROFILE. For the complete market results please refer to the latest issue of Insurance PROFILE.
More details on www.insuranceprofile.ro.

All eyes on the leaders
By courtesy of
Insurance PROFILE

The first half into the year helped the Romanian insurance market surpass the 1.2 EUR billion (4.4 RON b) mark
in gross written premiums. Against the results recorded for
H1 2007, this equals an increase of over 11% in real terms,
which represents an obvious slowdown compared to the
previous years. In H1 2007, for instance, the growth pace
in real terms was of 22%, while for the entire year 2007 it
was of 20%.
The RON’s depreciation makes this slowdown trend look
even more obvious. While in H1 2007 the nominal growth
in EUR for the local insurance market was of 36%, by the
end of the year the growth slowed to 33% in nominal, EUR
terms. For H1 2008, the pace of growth in EUR currency
plummeted below 10%.
In absolute figures, Romania’s insurers wrote 120 EUR million
worth of gross premiums than in H1 2007. This figures come from
a growth of 170 EUR million on some insurance classes and a 50
EUR million decline on others. The classes that most contributed to
this groth were: motor hull insurance (+96 EUR m), fire and allied
calamities (+28.5 EUR m), life insurance (+27.4 EUR m) and TPL insurance (+16.2 EUR m).
On the other hand, the most significant decline came from
the credit and warranties insurance class, which fell by 46
EUR m as against H1 2007, in terms of gross written premiums.

Consolidated insurance portfolio January - June 2008
Other lines 3.12%
GENERAL INSURANCE 81.01%
Credit and Warranties 2.54%

Liability 1.32%

LIFE INSURANCE 18.99%

Compulsory MTPL
23.19%
Property 13.08%
Fire and allied perils
10.16%

Damages to propery
2.92%

In spite of these developments, the aggregate portfolio
structure on the whole market did not change significantly. Except for the motor hull insurance class, which gained
4.7 percentage points of weight in the market total, and
credit and warranties, which lost 4.5 percentage points, the
remaining insurance classes retained their weights in the
market aggregate portfolio. As a result, the domination of
motor insurance strengthened even more, managing to
surpass 60% of the total volume of business in H1 2008.

Reshuffling the top players
The aggregate results of the players in the Top10 were in
line with the market developments – thus, the market remained just as concentrated as in the past. The cumulated
market share of the TOP10 players declined by just 1.5 percentage points within this period. Much more spectacular
are the changes that occurred inside the Top10 rankings.
In H1 2008, ALLIANZ-ŢIRIAC maintained its leadership position on the Romanian insurance market, but losing the big
lead it had on its rivals on the podium. The leader lost 2.3
percentage points in market share as against H1 2007, now
posting a market share just under 16%. In the meantime,
OMNIASIG, the second place player, won 3.5 percentage
points in market share, reaching almost 14% of the total volume of business. ASIROM, the third largest insurer,
maintained its market share at about 9%, and surpassed
BCR Asigurări, which in turn lost 3.5 points in market share,
thus paying the price for a portfolio restructuring process.
BCR Asigurări gave up a large amount of credit and warranties contracts and slipped 4 positions into the Top10, to
the 7th place.
ASIBAN, ING Asigurări and UNITA each climbed a place in
the rankings, although they all lost market share in comparison to H1 2007. Boasting record growth, ARDAF reentered the Top10 at the 9th position.
It is also important that not only the premium rankings
changed, but also the one by claims altered. ALLIANZŢIRIAC, the market leader, reduced its weight in the total
volume of claims on the market from 23% in H1 2007 to
17% in H1 2008. Also, ASIBAN managed to shed 4.5 percentage points of weight in the total volume of claims. On
the other hand, BCR Asigurări and OMNIASIG increased
their weight in the volume of claims by 8.4 and 5,8 percentage points respectively.

61% of premiums account for 85% of claims
Motor 60.95%

12

Motor hull 37.76%

The total value of claims paid by Romania’s insurers in
H1 2007 exceeded 542 EUR million, that is a 36% growth
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Gross written premiums in 1h 2008 (all insurance lines)
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ALLIANZ-ŢIRIAC
OMNIASIG
ASIROM
ASIBAN
ING Asig. de Viaţă
UNITA
BCR Asigurări
ASTRA-UNIQA
ARDAF
GENERALI
BT Asigurări
AIG Life
AIG România
EUROINS
BCR Asig. de Viaţă
GARANTA
AVIVA
INTERAMERICAN
Grawe România
Carpatica Asig.
OTP GARANCIA

Top10 - Market shares (all insurance lines)

Omniasig Asig. Viaţă
FATA Asigurări

No.

Company

Asito Kapital
Credit - europe

GWP
1H 2008
EUR m.

MARKET SHARE
1H 2008
%

PAID CLAIMS
1H 2008
EUR m.

1 ALLIANZ-ŢIRIAC

190.32

15.83

-4.16

95.46

2 OMNIASIG

167.44

13.93

48.00

91.08

3 ASIROM

109.48

9.11

8.20

62.11

Other companies 20.50%

4 ASIBAN

82.58

6.87

-6.31

38.38

5 ING Asig. de Viaţă

74.46

6.19

4.70

22.26

6 UNITA

73.69

6.13

7 BCR Asigurări

71.44

5.94

8 ASTRA-UNIQA

69.07

5.75

6 months

2008

4.50

50.84

-31.00

47.40

21.23

37.89

9 ARDAF

59.39

4.94

144.48

18.21

10 GENERALI

57.82

4.81

1.88

27.42

955.69

79.50

8.08

491.04

TOTAL TOP 10

against H1 2007. In other words, the total volume of claims
increased at a triple pace compared to the total volume
of business. Motor insurance represents more than 85%
of the total volume of claims, while at the same time this
business line brought in only 61% of the total gross written
premiums volume.
All in all, the claims paid for motor insurance contracts exceeded 461 EUR million, that is 63% of the total gross premiums of this class (732 EUR million).
Among the business lines that, as regards the claims volume,
were over the market average, are the following: fire and allied calamities (+5.5 EUR m), aircraft insurance (+6 EUR m),
MTPL (+35 EUR m) and motor hull insurance (+65 EUR m)
Furthermore, these are the business lines that are responsible for the changes in the Top10 rankings. Thus, OMNIASIG
posted a spectacular growth in motor hull insurance (98.5%
in real terms), which led to a market share increase of almost 7 percentage points on this line. On the other hand,

OCTOBER 2008

Nominal
change in EUR
%

for ALLIANZ-ȚIRIAC, the strategy to cancel underwriting the
clients with the richest history of claims, this meant a loss
of over 5 percentage points in terms of market share on the
motor hull business line – although the company managed
to maintain its business volume in real terms.
As a result, although ALLIANZ-ȚIRIAC is still the market leader on this segment, its 17 percentage points lead in terms
of market share over OMNIASIG shrinked to just 4 points.
On the MTPL business line, ARDAF is the absolute performer of H1 2008: its aggressive growth strategy on this
segment brought an increase of 240% in real terms. This in
terms brought to an overcrowding of the Top3 on this market segment: OMNIASIG is the leader, with a 15.64% market
share, followed by ARDAF (15.12%) and ASIROM (15.10%).
As regards the property insurance business, its real increase of 28% (compared to H1 2007) led to a weight of 2%
in the aggregate portfolio of the market – but the situation
is different from one insurer to the other. ASTRA-UNIQA
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The consolidated financial result 2000 - 2007
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BCR Asigurări de Viaţă climbs on the podium
In life insurance, the players in Top10 posted a growth rate
inferior to the market average (11.4%, compared to 12.1%
- nominal growth rates in EUR). The top two players maintained their positions ING’s lead on AIG shrinked substantially. ING, the market leader, lost 2 percentage points in
terms of market share in H1 2008 (against H1 2007) while
AIG, the challenger, managed to increase its market share

Gross Written Premiums and Paid Claims (all insurance lines) evolution
2000 - 1H 2008
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Premiums ceded to reinsurers in H1 2008 reached a volume
of almost RON 1 billion (EUR 257 m), which is an increase of
15% in real terms against H1 2007. Of this amout, over 98%
comes from general insurance business lines, mainly motor
hull (477 RON m, representing 30% of total gross written
premiums on this segment) and fire and allied calamities
(RON 218 m, that being 49% of gross written premiums on
this business line).

Insurance brokers – the key to success?

and OMNIASIG managed to post real increases of 166%
and 131% respectively, especially because of the fire and
allied calamities insurance class. BT Asigurări, BCR Asigurări
and GENERALI also posted significant growth rates, above
market average.
In the field of insurance against damaged property, the
18 percentage points in terms of market share lost by AIG
Romania and ALLIANZ-ȚIRIAC was raised by FATA Asigurări,
a new entry in this business line (FATA being the market
leader in agricultural insurance, with a share of 30%) and
OMNIASIG, ARDAF and ASTRA-UNIQA.

0

by other 2 percentage points, due to a very fast growth rate
of 29%, in real terms.
But the rising star of the market is BCR Asigurări de Viaţă,
which boasted a 60% increase in gross written premiums
in H1 2008 and managed to climb on the third place in the
life insurance market rankings, jumping 4 positions. Also,
for GENERALI, the 40% growth in real terms (compared to
H1 2007) translated in a market share increase of one percentage point.
ASIBAN, ALLIANZ-ŢIRIAC, ASIROM and AVIVA each slipped
one place in the market rankings, losing market shares between 0.24 and 1.34 percentage points. The last players of
the Top10 in life insurance are GRAWE and OMNIASIG Life.

2007 1H 2008

One of the conclusions that can be raised after analyzing
all data collected from insurers is this: using brokers as distribution channels for insurance policies is one of the key
ingredients to success. ALLIANZ-ŢIRIAC, the market leader
in general insurance, has a 48% weight of mediation in the
portfolio for H1 2008, while the contribution of brokers to
the businesses of GENERALI and BCR Asigurări is of about
40%. Smaller, but also more dynamic companies, also rely
heavily on brokes to sell their products: EUROINS (35%),
and FATA Asigurări (73%). Among life insurers, GRAWE is a
good example, with a 68% contribution of brokers to the
total volume of business.

Signs of recovery for market profitability
According to results published by Romania’s Insurance
Supervisory Commission (CSA), the net loss on the market
was in H1 2008 five times smaller than in H1 2007. Thus,
the net market result for H1 2008 is a loss of 4 EUR m (15.7
RON m). In H1 2007, the market posted a net loss of over 25
EUR m Although the market shows clear signs of recovery
in terms of profitability, one must bear in mind that two
thirds of last year’s heavy losses only came in the second
half of the year – so the market is not out of the woods yet,
after reducing losses in H1. Data shows that 50 of the 76
EUR m in net losses posted last year came in the second
half of the year.
22 of the total 43 insurers posted losses in H1 2008. The
aggregate value of net profits registered by profitable companies in H1 was of 121 RON m (almost 33 EUR m), which
is a net nominal increase in RON of 50%. In H1 2007, only
15 of the 41 insurance companies on the market posted a
profit. In a top ranking of the most profitable companies
in H1 2008, ALLIANZ-ŢIRIAC leads the way, with over RON
29 m, representing 80% of the objective for the whole year
(EUR 10 m), AIG Life comes in second (RON 24 m, being the
most profitable life insurer), OMNIASIG is third (RON 19.7
m), the top5 being completed by ING Asigurări de Viaţă
(RON 18.8 m) and GENERALI (RON 15.9 m).
The total cumulated losses of the 22 insurers that ended H1
in the red exceeded RON 136 m, that is EUR 37 m, dropping
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by 17% from the results registered in H1 2007, according
to data by CSA. The biggest loss in H1 2008 comes from
ASIROM (RON 27 m).
As regards technical results, general insurers posted a net
technical loss of RON 78 m (over EUR 21 m), covering almost three quarters of the result in H1 2007.
At the same time, life insurers posted a net technical result
of RON 45 m (EUR 12 m), an increase of 32% over H1 2007.

Life Insurance: traditional products, more and
more popular
The growth rate of the life insurance segment (12.1% in
real terms in H1 2008), slightly faster than the pace of the
general insurance market (11.2% in real terms), was not
sufficient in order to help the weight of the life business
into the aggregate market portfolio in H1 2008. Thus, with
a volume of gross written premiums of 228.3 EUR m, life
insurance only represented 19% of the business volume of
Romania’s insurers in the first half into the year.
Maintaining a comfortable lead on their rivals, the top two
players in the life business hold a cumulated 50% in terms

of market share (ING Asigurări de Viaţă – 32.4% and AIG
Life – 16.7%), both being also in the top of the rankings by
profits posted, with a gross profit of RON 24 m for AIG Life
and RON 18 m for ING Asigurări de Viaţă.
Looking at different insurance classes, the developments on
the market are even more interesting. A first glance shows
that class I – traditional products – became more and more
popular among clients, the growth of this segment, in real
terms, exceeding 16%. In the meantime, products in class III
– unit-linked policies – only grew by 10.4% during the same
period, in terms of gross written premiums. As a result, class
III maintained its weight of 32% in the aggregate market,
while class I grew by 2 percentage points in weight.
The winners of this trend (and the ones that could even
have started it), AIG Life and BCR Asigurări de Viaţă, witnessed the most interesting developments on the traditional products market. On one hand, AIG Life strengthened its position, recovering over 2 percentage points in
terms of market share, and on the other BCR Asigurări de
Viaţă managed a 60% increase in gross written premiums
on this business line, which came with the bonus of a four
positions leap into the rankings of the top players.

Gross written premiums for life insurance in 1H 2008
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AIG Life
BCR Asig de Viaţă
ASIBAN
ALLIANZ-ŢIRIAC
ASIROM
AVIVA
GRAWE România
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INTERAMERICAN
GARANTA
KD Life
BT Asigurări
DELTA Asigurări

Top10 - Market shares life insurance
GWP
1H 2008
EUR m.

MARKET SHARE
1H 2008
%

1 ING Asig. de Viaţă

74.04

32.44

2 AIG Life

38.14

16.71

27.07

-

57.34

4.90
2.19

No.

Company

Other companies 4.74%

4.99

PAID CLAIMS
1H 2008
EUR m.
22.16

3 BCR Asig. de Viaţă

17.24

7.55

4 ASIBAN

16.08

7.05

1.79

5 ALLIANZ-ŢIRIAC

14.46

6.34

-7.72

0.69

6 ASIROM

13.24

5.80

-5.74

11.26

7 AVIVA

12.23

5.36

8 GRAWE România

11.67

5.11

9 GENERALI

11.63

5.09

8.71

3.81

21.19

4.27

217.44

95.26

11.73

46.21

10 OMNIASIG Asig. de Viaţă
TOTAL TOP 10
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6 months

2008

6.61

-

10.02

-

39.40

0.74
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This spectacular jump reflects the opportunities that that
the private pensions businesses (both on the mandatory
and voluntary pensions segment) brought into the life insurance market: not only BCR, but also GENERALI, AVIVA
and ALLIANZ-ŢIRIAC – companies present both in pensions
and in life insurance – managed to post above-average
growth rates in H1 2008.

Non-Life Insurance: a tight battle
The general insurance market of Romania exceeded 3,5 RON
billion in gross written premiums during H1 2008, thus coming close to the EUR 1 billion mark. In real terms, this volume of business represents an increase of 10.95%, while the
growth rate denominated in EUR does not exceed 10%. Just
like before, the driving force on the market is the motor insurance business, especially motor hull insurance.
The players in the Top10 on the general insurance market posted gross written premiums of over EUR 866 mn.
The first three players on this market are ALLIANZ-ŢIRIAC,
OMNIASIG and ASIROM, the latter having gained a position
against the ranking in H1 2007.
The biggest player’s lead on the challenger decreased constantly, ALLIANZ-ŢIRIAC and OMNIASIG coming closer and
closer together in terms of market share and volume of
business. The top two players are now separated by only a
percentage point in terms of market share. Bearing in mind

the trend over the last few quarters, OMNIASIG is now in
the position to be very optimistic and put an eye on the
first place in the general insurance market.
The two top players also posted comparable data on the
claims segment, in absolute figures. In relative terms,
ALLIANZ-ŢIRIAC maintained a constant proportion between
claims and premiums, at about 54%, while OMNIASIG’s ratio
increased from 38% to 54% in one year alone. OMNIASIG’s
paid claims increased 113% in real terms in H1 2008, while
the volume of business increased by just 50% in real terms.
Somewhat contrarily to expectations, the increase in claims
ratio for OMNIASIG was not the price to pay for the success
on the motor hull insurance segment growth, but it comes
from previous credit and warranties contracts – line that
brought triple claims in comparison with H1 2007.
The fourth place in the market rankings belongs to UNITA,
recently acquired by Austrians at UNIQA. UNITA managed
to climb two places in spite of a loss in market share. The
ranking is completed by BCR Asigurări, ASTRA-UNIQA and
ASIBAN, the differences among these companies being
quite small. ARDAF climbed two positions, reaching the
eighth position, while GENERALI and BT Asigurări each
slipped a place in the market rankings.
Daniela GHEŢU

Gross written premiums for non-life insurance in 1H 2008
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Top10 - Market shares non-life insurance
No.

Company

ASITO KAPITAL
CREDIT EUROPE
R.A.I.

MARKET SHARE
1H 2008
%

Nominal
change in EUR
%

PAID CLAIMS
1H 2008
EUR m.

1 ALLIANZ-ŢIRIAC

175.86

18.06

-3.86

94.76

2 OMNIASIG

167.44

17.19

48.00

91.08

3 ASIROM

96.24

9.88

10.45

50.85

4 UNITA

73.69

7.57

4.50

50.84

5 BCR Asigurări

71.44

7.34

-31.00

47.40

6 ASTRA-UNIQA

68.46

7.03

21.45

37.83

7 ASIBAN

66.49

6.83

8 ARDAF

59.20

6.08

9 GENERALI

46.19

4.74

-4.59

26.68

10 BT Asigurări

43.05

4.42

12.33

25.18

868.07

89.14

9.00

478.78

TOTAL TOP 10
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GWP
1H 2008
EUR m.

Other companies 10.86%

6 months

2008

-8.08

36.19

149.63

17.97
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The law regarding compulsory households
insurance passed the Chamber of Deputies
The law regarding compulsory households insurance was
adopted on the 8th of October by the Chamber of Deputies.
Regarding the law, Angela TONCESCU, the President of the
Insurance Supervision Commission explained for XPRIMM
publications that: the introduction of the compulsory households insurance, which has a strong social impact, will bring
along a growth for the property insurance segment.
This increase will take place because the minimum value to be
insured offers a low degree of protection and facultative insurance will complete the covered risks and will insure the real
value of the building, according to the President of CSA.
According to the law, the insurance will cover three basic
risks: earthquake, floods and landslides. The insurance premium will be 10 EUR or 20 EUR, depending on the type of
the structure.

EUR 250 deductibility for voluntary health
insurance
The draft amendment to the Fiscal Code proposed by the
Ministry of Economy and Finances (MEF), which provides
a deductibility increase from EUR 200 to EUR 250, applied
to insurance premiums paid for voluntary health insurance
was approved on October 8 by the Government.
If it will be adopted, the Emergency Ordinance which
will change the Tax Code will begin to take effect from 1
January 2009.
The increase of the deductibility will stimulate demand for
voluntary health insurance, especially in the case of companies that offer such a product as employee benefits.

EUR 166 million capital injection for insurance
market in Romania in 2007
The Romanian insurance market capitalization in 2007
came close to EUR 600 million. The total value of the share
capital has reached EUR 592.4 million (RON 1.98 billion),
according to the ISC 2007 Annual Report. It surpassed the
value from 2006 by 31.92% (EUR 415.85 million).
The insurance companies which were active on the market in 2007 increased their capital by EUR 166 million.
Regarding foreign investments, they increased by 43.66%,
from RON 750 million to RON 1.15 billion. This growth is
due to capital increases as well as the three new companies
on the market: EFG Eurolife Viata, EFG Eurolife Generale
and CREDIT EUROPE.
Foreign investors held 58.10% of the total capital, according to the report.
Among the 24 companies that increased their capital we
can find ARDAF, ASIBAN, ASIROM, ASITRANS, BCR Asigurari,
BT Asigurari, CLAL Asigurari, INTERAMERICAN, KD Life, OTP
Garancia and OMNIASIG Life.
18

Who won? Who lost?...in 2007
The value of the cumulated profit of the market decreased
by 12.89% in 2007, compared to 2006, while the value of
the losses increased by 60.01%, according to the Insurance
Supervisory Commission’s 2007 Annual Report.
In these circumstances, only 18 companies made profit in
2007, totalizing RON 162.86 million (EUR 48.8 million).
At the same time, 24 companies registered losses, the total reaching RON 416.01 million (EUR 124.65 million). More
than 50% of the markets profit belonged to three companies: ALLIANZ-TIRIAC, ING Asigurari and OMNIASIG (with a
cumulated value of RON 93.6 million).
From the total losses, over 56% was due to three companies (ARDAF, ASTRA and BT Asigurari) with more than RON
236 million, according to the ISC’s Annual Report.
OTP Garancia is officially a part of GROUPAMA
The Hungarian bank OTP has announced that the transaction regarding the sale of its insurance division, OTP
Garancia, to the French insurer GROUPAMA was finalized.
“The Hungarian part of the Garancia transaction was closed
on September, 17,” according to an OTP statement. In exchange for USD 956 million, GROUPAMA gained control
over the subsidiaries of the Hungarian insurer in Romania,
Bulgaria and Slovakia, becoming the third largest company on the Romanian insurance market, with a cumulated
market share of 12.6%, from ASIBAN, BT Asigurari and OTP
Garancia Asigurari.

VIENNA INSURANCE Group closes transaction
with ERSTE Group
Following approval by the relevant competition and local
regulatory authorities in Austria, Croatia, the Czech Republic,
Slovakia and Hungary, the Vienna Insurance Group has successfully completed the acquisition of the insurance operations of ERSTE Group Bank AG in Austria and in Central and
Eastern Europe according to plan. A crucial part of the deal
is a long-term distribution agreement, which provides the
Vienna Insurance Group with access to the nationwide sales
network of ERSTE Group, consisting of more than 16 million
customers and over 2,900 branches. In return, ERSTE Group
will obtain access to the approximately 10 million customers of the Vienna Insurance Group in those countries in
which both partners are currently active.
With the successful conclusion of this acquisition and the
distribution agreement we can continue even more strongly
on our course of continued growth, Gunter GEYER, CEO
of the VIENNA INSURANCE Group explains. “The VIENNA
INSURANCE Group thus becomes the number 1 amongst
the internationally active insurers in this region. The mutually beneficial distribution agreement provides a robust
foundation for both financial groups to jointly benefit to an
even greater extent from the dynamic growth in the CEE
markets”.
Andreea IONETE
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Tomasz
CZALBOWSKI
> POLISH Re has a strong position among the largest exporters of financial services in Poland. In 2007, for the
first time in its 12 year history, more than half of the company’s written premium came from its operations outside Poland (53.4 per cent) and its value exceeded EUR 75 million. We are discussing about the achievements
and future intentions of the reinsurer with Tomasz CZALBOWSKI, Vice President of the Management Board and
Jacek KUGACZ, Executive Director.
PRIMM: You have been awarded for two consecutive years
the most dynamic evolution in Eastern Europe. How did the
business evolve over this period?
Jacek KUGACZ: We proved that you were right by assigning this award, because Romania, along with Russia, was
the country where we became the most successful. In
these countries business grew significantly and we used
that as a marketing tool. This aspect was noted by the market and, obviously, we are eager to continue providing the
best services and constantly improve them to prove that
we deserve this award.
PRIMM: How do you see the results of POLISH Re in the CEE
in the first semester of 2008?
Tomasz CZALBOWSKI: We followed the pattern of development of the previous year in terms of written premiums.
Underwriting results are according to the plan and capital
position of the company is very good. At the same time, we
were affected by turbulences of the financial market, the
strengthening tendency of the Polish zloty that somehow
affected our results in the first six months.
Generally speaking, compared to the previous year, our evo20

lution was stable and the growth reached 10%, although it’s
difficult to compare because some treaties are still in progress
and on the different stages. Last year we had two standards:
financial statements (according to the Polish accounting system) and international finance reporting system, so the level
of premiums depends on your calculation methods.
I just want to point out that, despite the tendencies of
strengthening of the Polish zloty (that affected us as exporters of financial services) and other market turbulences
our evolution was stable and up by 10% in comparison
with the similar period of the last year. More or less, this is
also due to our conservative approach to risks as well as a
consequence of the fact that we were not so much affected
as other companies were.
PRIMM: How is the relation with the Romanian insurance companies for the moment? How is your business in
Romania?
J.K.: Romania is among the few countries where we have a
significant role on the market. On the other hand, we noticed that, in Romania, the same tendencies are present like
in many others countries; international groups are coming
in, buying companies, like GROUPAMA recently and others
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that previously entered the market. So, this could affect our
relations, but we will continue our efforts to be accepted as
security for the international groups. This is already situation in some cases.
PRIMM: Do you negotiate your contracts with each company
from the international groups or directly with the groups?
T.C.: In case we are accepted by a group, the acceptance is
at group level and then all the companies know that they
can use our services or, in some cases, it is just a group program like most of these international entities have.
This is extremely important, because the tendencies of activity of the international groups are not only in Romania
or Poland but also in other countries like Ukraine, Russia
and other markets were we are present on, so we have to
focus on that.
PRIMM: Which are the key factors that helped you achieve
such good results on the Romanian market? Which are your
advantages against the competition?
J.K.: For sure it was the excellence of our services and individual approach for all the customers; we are an efficient
reinsurer based in Warsaw so we have lower fixed costs,
compared to western companies, and have no minimum
premium requirements. One can say that each and every
client is important for us.
At the same time, we are closer to the clients, to the market, we provide the best services and we are also involved
in organizing different events like technical seminars. For
example, the last one we have organized was at the beginning of September and the main topic was general third
party liability. Also, we intend to organize another technical seminar in Kiev, until the end of this year. We try to
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provide our clients with the latest know-how and expertise
and sharing our experience.
PRIMM: Besides Romania, which are your strategic
markets?
J.K.: All markets of the CEE countries are very important to
us, but obviously there are differences between these markets, regarding the number of companies, structure etc.
For example, two years ago our number of clients in Russia
and in other CIS countries was 58 and this year it is more
than 90. So, diversity is the key factor these days, as this also
shows certain credibility for the clients as well as for the insurance companies and brokers, it shows how POLISH RE is
seen on these markets.
Our presence on a market depends on the number of our clients and size of the specific market, but we want to be a strategic partner for all countries of CEE, South Europe and CIS.
PRIMM: You have to “fight” then with the tendencies of
market concentration - many companies are merging, being bought by international groups and probably it’s much
harder to work with one big client…
T.C.: That is correct, but we have closely analyzed the evolution of the market, and we have managed to convince
our clients a few years ago. Companies that belong to international groups are pushing their parent companies to
include POLISH Re, as a security, despite the fact that we
don’t fulfill their criteria of "A-".
It’s very important that local companies are really supporting us; without their support we wouldn't be accepted by
the groups.
So, we are accepted by some companies, some international groups, but we still have to work on that. Obviously,
21
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> We were assigned four years ago with a “BBB-”
rating by S&P, outlook “stable”, and after four
years we are at the same level. Recently, when the
information about FAIRFAX was made public, we
were put by S&P credit watch positive, which is the
first step to make the change of outlook and then to
upgrade the company’s rating
this is the tendency and we have to find the solutions, we
will certainly manage to achieve our objectives, and the
upgrade of POLISH Re's rating will be very helpful.
PRIMM: What are the relations with the Ukrainian insurance companies? They were used to reinsure their risk
mostly on the Russian market. Was it difficult to convince
them to work with POLISH Re?
J.K.: In my opinion, we are seen by the Ukrainian players as
a western reinsurer, but first of all, we are seen as local partner. They can communicate with us in Russian, we know
the market and we have been working in Ukraine since the
very beginning, ie 1997. Also, we used to be the shareholder of local company (Skide-West) that became PZU Ukraine
some time ago. We proved that our interest in Ukraine is
strategically important and we have a good competitive
position here and on other CEE markets.
PRIMM: In terms of business, does the Ukrainian market
nowadays give you more business than the Romanian
one?
J.K.: Generally speaking, Romania, Russia and Baltic States
are the most important from premium volume point of
view; Ukraine is among the TOP-7. I would like to underline that last year for the first time ever, the premium
volume from abroad was higher than the premium from
the domestic market, and amounted more than 53%. The
gross written premium volume for last year was EUR 75
million; from Poland that was EUR 35 million, while the
rest was achieved abroad. What is important is the fact
that Polish market also increased last year by 10%, but a
much higher increase was seen on foreign markets. So,
our tendency is to expand and to develop on the foreign
markets, which have a high potential. We need to expand
further our client-base, especially in the light of our new
potential shareholder, that will permit us to develop new
lines of business.
PRIMM: What about Russia, is there a strong competition?
They do have some important domestic players…
J.K.: Yes, it is, but I wouldn’t say that the Russian reinsurance companies are playing a very important role. A much
more important role, in terms of inward reinsurance, is
played by local insurance companies. Obviously, the competition there is quite big, especially now. We have to compete with big local companies, especially because there
internal reinsurance is very developed; the companies are
reinsuring the risks between themselves. So this is a factor
that is taken into account when they are placing the risks.
Potential competitors are SCOR, HANNOVER Re, SWISS Re,
as well as major local insurance companies, depending on
treaties and limits.
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PRIMM: What can you tell us about your new potential
shareholder?
T.C.: The transaction has started; our company has a status
of public company but is not listed on the Stock Exchange.
We tried to list it but due to the weakness of the financial
market and the fact that the company did not achieve
a satisfactory issue price we abandoned this process.
FAIRFAX decided to make a public offer (call) to acquire up
to 100% of the POLISH Re and the transaction just started.
I can tell you that the expected value of the transaction is
about USD 72 million. According to the announcement
Fairfax has received so far commitments to tender to the
offer from shareholders holding approximately 47% of the
shares of Polish Re.
PRIMM: Do you think this is a good thing for the company?
T.C.: Yes, we are very glad that we could be in this very reputable and strong, well-known financial group. We discussed
with our rating agencies and it seems that after completing
the transaction there could be moves towards an upgrade,
which is very important for the future development of the
business.
PRIMM: Do you think that FAIRFAX will continue the same
strategy of expansion on CEE markets?
T.C.: Yes, for sure, they see POLISH Re as a long-term solid
platform to expand in this part of the world.
PRIMM: What are the goals for the next period?
T.C.: We want to follow the path of development that we
have today; we also have to discuss with new shareholder
about its intentions, probably it will occur at the beginning
of next year. We will be still focusing on business quality
and profits from our core underwriting activity.
In 2008 we hope we will be up by 10% in gross written premiums; after that, it will depend on FAIRFAX which we believe
is focused more on quality and profit than on an increase in
premiums. Also, we expect a certain upgrade in ratings. This
will help us run the business well; it will also be a good sign
for international groups, for the clients and brokers that we
are moving in the right direction at the moment.
We were assigned four years ago with a "BBB-" rating by
S&P, outlook "stable", and after four years we are at the
same level. Recently, when the information about FAIRFAX
was made public, we were put by S&P credit watch positive, which is the first step to make the change of outlook
and then to upgrade the company's rating. We are on a
good path, and in the Monte Carlo the news were accepted
with great pleasure by brokers and our partners. Fairfax is
known of doing very good investments also during tough
times of turmoil on the financial markets world-wide as
nowadays. For sure, this acquisition of POLISH Re will reinforce our position as the leading reinsurer in the Central
and Eastern European Countries.

Oleg DORONCEANU
Vlad PANCIU
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Event

> Over the years, FIAR – The International
Insurance-Reinsurance Forum has developed in the direction of fulfilling the
needs of its attendees, as the event grew
from a one day conference, to an extended
meeting of the insurance and reinsurance
markets. The attendees not only gather
to exchange experience or to learn new
things about their business during the
conferences, but they also come to Sinaia
in order to get the pulse of the market and
to find out what the trends are.

It’s all about new business!
New trends, new business
FIAR has become a milestone in the reinsurance industry
and a must for every player in the Romanian and the Eastern
European markets - Wolfgang AMIRAS, Vicepresident, AXIS
Capital.
FIAR stands as the most important European spring event
dedicated to the insurance, reinsurance and private pensions markets. It has gained this reputation by taking care
that, year after year, it amended its program according to
the attendees` wishes and needs.
It is the new Eastern business that brings most of them back
to FIAR every year. The event gathers representatives of
all major European insurance and reinsurance companies
which use this opportunity to meet with their high level
counterparties from Russia & CIS. Romania, represented by
Sinaia that has become the "spring metropolis of insurance",
is the place where West and East meet to establish new relations. It provides all the necessary conditions for the attendees do develop their business and relationships as well as
their knowledge regarding the insurance industry.

New information
FIAR has never stood still, it constantly looks at ways to expand and cover new and interesting topics of insurance interest. This is the principal reason why the numbers of attendees
have grown so dramatically and why for so many brokers and
reinsurers it is the first conference to put in the diary - Guy
HUDSON, Executive Director, WILLIS Re.
The informational content has always been a priority for
FIAR. Therefore, the conferences include topics that always
generate stimulating debates.
In example, „International Markets Conference” represents
one of the best opportunities for a comprehensive informa24

tion update with regard to the most recent development
registered in the European insurance, reinsurance fields,
with a strong emphasis on the Central and East European
markets.
“The International Insurance & Pensions Brokerage Confe
rence”, an event reaching already its third edition at FIAR
2008, constitutes one of the few opportunities for insurers,
pension funds and brokers to meet and discuss their common issues, both from a regional and local perspective.
The constant presence of the supervising authority’s representatives enables a very practical approach with regard
to the main aspects of the relationship between insurers
and brokers.
“Motor Insurance Day” is one of the main professional
events included in FIAR. Year after year, it gathers representatives of insurance and reinsurance companies as well
as of companies that activate in domains related to the motor insurance: brokers, services, technical assistance, dismantlers, producers/importers of motor cars spare parts,
leasing companies and organizations such as CSA, BAAR,
FPVS, ALB and ANSDAR. Those who join these meetings
analyze the evolution of the motor insurance market, its
potential and the practical aspects regarding underwriting
and loss adjustment.

How it was…
Fiar 2008 essentials:
> 604 participants from 32 countries
> 311 attending companies and private pensions funds, associations
and institutions
> 7 conferences
> 4 networking events
> more than 2.500 bilateral meetings.
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“The Private Pensions Day” at FIAR debuted before the
Romanian private pensions system itself, as a regional forum meant to be the most important occasion to achieve
the highly needed know-how transfer in the region.
Representatives of the most successful pension entities in
the Central and Eastern Europe, as well as top rated professionals of the international consultancy companies are
delivering every year illustrative presentations concerning
the most meaningful experiences registered in the regional markets or the current trends and concerns in the private
pensions field.
The third day in FIAR 2008 availed to the professionals interested in the investment field the opportunity to attend
the “Financial Investment Day”. The event constituted a
premiere at FIAR 2008, meaning that the Forum is extending and that it approaches new domains of activity. The
interesting presentations delivered by the CFA Romania
members were highly appreciated. CFA Romania is the association of Romanian professionals in investments, almost
all of them detaining the Chartered Financial Analyst title,
qualification administrated by CFA Institute (USA).
"Life Insurance Day", organized for the first time at FIAR
2008, dominated the work program in its fourth day. Over
100 specialists in this field of the insurance activity took
part at the Conference. The first part of the event was dedicated to analyzing the European life insurance market as
well as reviewing its opportunities and threats.

Sergiu COSTACHE
President, Media XPRIMM

> FIAR has never stood still,
it constantly looks at ways
to expand and cover new
and interesting topics of
insurance interest
Guy HUDSON
Executive Director, WILLIS Re

New relations
Just look at the guest list from last year! Everyone seriously
intending to do insurance and reinsurance business in the
region, is attending. Attendance is of massive importance Edward MELVIN, Manager Property Treaty, ALLIANCE Re.

Wolfgang AMIRAS
Vicepresident, AXIS Capital

Besides the conferences, one of the most important and attractive elements of FIAR are the bilateral meetings. They
constitute an opportunity to establish new connections
and to close new deals. Moreover, the evenings at FIAR are
also a moment of informal meetings and friendly discussions, really helpful in a strong business relation.
While the Official Opening of FIAR traditionally takes place
in the most elegant venues in Sinaia, as the former Casino,
the second evening is known as being dedicated to the
insurance and reinsurance brokerage industry. Friendship,
fun and dynamism are its main characteristics, although
nobody forgets the main goal of the gathering – business.
Year after year, the participants are welcomed in the third
evening to the “Romanian Traditional Evening” with traditional dishes and quality local drinks. The exciting tunes of
the Romanian songs and the colorful and dynamic appearance of the folkloric dancers are always appreciated, as is
the farewell evening of FIAR - one of the most animated.
Funny contests and surprising awards make the evening
unforgettable.
Oana NECULA

> Year after year, FIAR offers
more and more business
opportunities. Without any
doubt, the attendance to
this event is a profitable
investment

Alain BEURRIER, Managing Director, ABAS
Conseil.

www.fiar.ro

> FIAR has become a
milestone in the reinsurance
industry and a must
for every player in the
Romanian and the Eastern
European markets
> In the next 4 years I see
FIAR being as important as
Baden Baden and/or MonteCarlo for Eastern European
Countries Insurance and
Reinsurance markets.

12th Edition
May 25th-29th, 2009
Sinaia, Romania

How it will be…
The program of FIAR 2009 is already posted on the official web site of the event – www.fiar.ro and the first registrations have already been made.
The first day of FIAR, Monday, May 25th 2009, is dedicated to the brokerage market followed by the official opening of FIAR. On Tuesday, it is time
for the “International Markets Conference” and for the “Life Insurance Day”. The forum will continue on Wednesday with the “Private Pensions
Day” and the “Financial Investments Day”, so that Thursday is dedicated to the “Motor Insurance Day”.
During all the five days of the event, the organizers expect more than 2.500 bilateral meetings to take place, since the good name of FIAR is very
much related to the idea of a good opportunity for business.
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Country Profile
> Size: 33.843 km²
> Land Boundaries: 1.389 km
> Border countries: Ukraine (939 km), Romania (459 km)
> Capital: Chisinau
> Administrative structure: 32 counties and 3 municipalities (Chisinau, Balti and Tighina); 2 regions with special statute
- Gagauzia and Transnistria
> Population: 3.950.000
> Currency: Moldavian Lei (MDL)
> Inflation rate: 15, 6% (2008)
> GDP: EUR 4, 7 billion euro (2006 est.)
> GDP per capita: EUR 1.420 (2006 est.)
> Insurance Supervising Authority: National Commission of Financial Market (NCFM)
> Gross written premiums: EUR 43,6 million (2007)
> GDP penetration rate: 1,36% (2007)
> Insurance density: EUR 12,2 (2007)

Republic of Moldova

1H 2008 financial results
Exclusive interview
Vladimir STIRBU, Insurance Department Manager, The National
Commission of Financial Market from the Republic of Moldova
OCTOBER 2008
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> The double digit annual growth rates on the insurance market in the Republic of Moldova, much higher than
the European average, make it more attractive for foreign investors. The market is now under a major process of
becoming more mature, through various regulations and the introduction of the relevant European standards.
The realities and outlook of this market were described, in an exclusive interview for the PRIMM Insurance&Pensions
Magazine, by

Vladimir Ştirbu
Insurance Department Manager
The National Commission of Financial Market from the Republic of Moldova

PRIMM: How was NCFM established and what were the
measures taken for market regulation?
Vladimir ŞTIRBU: The need for a better market regulation
to boost its efficiency and attractiveness, as well as the approximation to the European Union standards are some of
the basic reasons for setting up the NCFM. The commission
was established with the support of the IMF and the World
Bank and its main objectives are: providing financial stability on the domestic market, fostering a single regulation
policy, the market’s complex development, as well as efficient protection for investments and market operators.
The measures adopted by NCFM were mainly twofold, focused on regulatory and authorization issues, on the one
hand, and on monitoring and control, on the other hand.
Thus, the normative acts were amended for a better harmonization with the Insurance Law and the Law on MTPL,
regulatory measures for the motor market (new tariffs
based on the Methodology approved by the Government,
automated integrated system etc.), as well as regulation
of activities in brokerage and protection of consumers’
rights.
Monitoring the compliance of solvency and financial stability norms, creation and investment of reserves, companies’
liquidity were also achieved by applying regulatory sanc-

> The new provisions include the increase of the
minimum share capital for the insurers up to EUR
920 thousands for non-life insurers, EUR 1.36 million
for life insurers and EUR 1.82 million for reinsurers,
by 2012. After the first year, 4 companies did not
comply, and many companies increased their capital
from own reserves, planning to subsequently attract
foreign investments in case the profit is insufficient
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tions or, if necessary, withdrawal of licenses. As a result,
three fines and two warnings were issued in 2008, and we
had four cases of operation license withdrawal.
PRIMM: What is new and different in the new insurance
law?
V. Ş.: The new insurance law was drafted in line with the
provisions of EU Directives and the principles of international insurance supervision standards. The Law amends
the regulatory principles for insurance and is based on prudence, solvency and financial stability norms of the insurers.
Unlike the old normative act, the current Law has no provisions or attributions for the supervisory authority, as they
are included in the NCFM Law.
Law no. 407 has a special chapter on regulating the insurance brokers’ activity, setting liabilities and sanctions, and
contains express stipulations about actions for consumers’
protection.
PRIMM: Is the number of insurance companies going to be
lower as a result of the new requirements for share capital
increase?
V. Ş.: Market consolidation is a primary objective for NCFM.
The new provisions include the increase of the minimum
share capital for the insurers up to 920 thousands euros
for non-life insurers, 1.36 million euros for life insurers and
1.82 million euros for reinsurers, by 2012. After the first
year, four companies did not comply, and many companies
increased their capital from own reserves, in a first stage,
planning to subsequently attract foreign investments in
case the profit is insufficient. I believe the number of players will go down, as the market is already quite concentrated, with five companies covering a 70% market share, and
tends to consolidate.
PRIMM: How does the new law encourage the presence of
foreign investors on the market?
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V. Ş.: The current law and the secondary normative acts set
clear conditions for companies, which is an essential incentive for attracting investments.
Thus, the upper limit for liability on an insured risk cannot
exceed 25% of the equity and technical reserves, namely
major risks can only be undertaken by strong companies,
including companies with foreign capital.
Monetary and FX policies in the Republic of Moldova offer
the banking system a possibility to become stable, and the
interest rates are more favorable than abroad, and this applies in a situation of macroeconomic stability and evaluation of FX risks.
The Republic of Moldova has a governmental strategy to
attract investments and promote exports, with a series of
legislative acts drafted with a focus on creating a favorable investment environment and boost entrepreneurship
activities (for instance, the profit tax for entrepreneurial activities is zero percent).
PRIMM: How would you describe the performance of the
insurance market from the Republic of Moldova in 2006 2007?
V. Ş.: The period you mentioned represented a new stage
for the insurance segment in the Republic of Moldova, as
it underwent a process of becoming more mature, a process described by amendments in the legislative framework
and institutional framework reform. Thus, two normative acts essential for the financial sector came into force,
namely the Insurance Law and the Law on mandatory
MTPL, the licensing procedure for insurance brokers was
regulated and the National Insurance Guarantee Fund was
established. The Actuaries Association was also set up, as
well as a new entity in charge with the supervision of the
non-banking financial market, the National Commission
for Financial Markets (NCFM).
I think that these measures had a positive impact on the relevant market, as well as on attracting foreign investments;
therefore ten local companies currently have foreign participation from 11 states in their share capital. The participation
share reaches approximately 27%, with countries like Austria,
Great Britain, the Netherlands, Switzerland, Romania.
At the same time, the insurance penetration rate in the
GDP is growing every year, reaching 1.6% in 2007 (1.27%
in 2006). 2006-2007 was also a profitable time for the local
relevant market, thus the companies’ profit amounted to
EUR 5.4 million, or 10% of the total gross written premium
volume, 41% higher compared to 2006. The net assets also
went up by 23% (34.7 million euros) and the insurance reserves by 26% (32.5 million euros).
The number of licensed insurance companies was 29 in
2007, the total number of operating companies being 33.
In 2007, they wrote gross premiums worth of 43.5 million
euros, up by 29% compared to the previous year.
Overall, I think the market performed well, with a regulatory framework in the making and growing quantitative
and qualitative indexes, backed by the emergence of major
players on the market.
PRIMM: What were, in your opinion, the incentives for market growth?
V. Ş.: The insurance market development fits into and follows the social and economic development of the Republic
of Moldova. Thus, the upward trend of the insurance segment is triggered by higher sales for certain basic insurance products, especially on the motor segment, which remains the market’s growth engine. This segment sums up
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> 10 local companies currently have foreign
participation from 11 states in their share capital.
The participation share reaches approximately
27%, with countries like Austria, Great Britain, the
Netherlands, Switzerland and Romania
60% of the total underwriting volume and 70% of the total
paid claims. Thus, boosting the leasing services resulted
in Motor Hull insurance higher by 54%, while Green Card
insurance increased by 27%. At the same time, MTPL insurance increased by only 11%, accompanied by a lower coverage of approximately 50%. Property insurance classes for
individuals undergo a slow development, although they
sustained a 37% increase, while life insurance grew by 55%
compared to 2006 (due to the only operator specialized on
this insurance class - GRAWE Life Insurance).
The market’s development depends greatly on the players’
ability to promote new customized and competitive products, as well as on the entry of new players with a wide experience in this business.
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> For 2008, we estimate a volume of
gross written premiums of EUR 66.9
million, up by 30% compared to 2007,
and a GDP penetration rate of 1.6%,
the latter to reach a value of 2.5%
within 3 to 5 years
that it established the operation conditions for the sales
network, compared to insurance brokers.
At the same time, IPB DELTA Insurance demonstrates good
dynamics, based on a modern management, introduces
competitive products and has a strong promotion, while
extending its sales network.

PRIMM: What are the main market trends?
V. Ş.: The market’s growth and consolidation trends are
more than obvious, as demonstrated by the double digit
annual growth rates and by the higher weight of insurance
products in the GDP. We are also witnessing a re-launch
of life insurance (growing by 45% in the first semester,
compared to 2007) and an increase in the share of property insurance in the portfolio of the relevant companies.
Insurance brokers also start to gain an ever more important
role, with 12 brokerage companies already licensed.
Overall, we see companies shifting focus from quantitative to qualitative indicators, as well as a stronger presence
of this sector in the media (media companies, specialized
publications, web pages etc.)
PRIMM: How would you assess the insurance market’s profitability in the Republic of Moldova?
V. Ş.: As previously mentioned, the companies’ profit
amounted to 5.4 million euros in 2007, up by 41% compared to 2006. However, the problem is that profitability
is largely due to the tariff and not to the investment activity. The calculation methodology for the MTPL premium,
as approved by the Government, limits the profitability
margin in MTPL insurance, but the motor class remains the
market’s pillar. Considering that this impacts greatly on the
increase of the claim rate and the decrease of profitability,
insurers must quickly apply solutions to lower the claim
rate and diversify the portfolio.
PRIMM: What are the forecasts for 2008? Can you estimate
a value for written premiums at the end of 2008?
V. S.: For 2008, we estimate a volume of gross written premiums of 66.9 million euros, up by 30% compared to 2007,
and a GDP penetration rate of 1.6%, the latter to reach a
value of 2.5% within 3 to 5 years.
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PRIMM: In your opinion, are there any synergies between
the insurance markets from Romania and the Republic of
Moldova?
V. Ş.: The Romanian market had a similar evolution to the
one followed by the market in the Republic of Moldova. We
can take a close look at the development of the Romanian
market to avoid some situations that impeded the growth
process ten years ago, and Romania’s affiliation to the
European community can bring us the opportunity to approximate the best practices to the realities in our country.

Oleg DORONCEANU

ROSGOSSTRAKH has purchased Moldavian
insurer MOLSDASIG
Russian-based insurance company ROSGOSSTRAKH,
one of the leaders on the Russian and CIS markets, has
purchased in may 80% in the authorized capital of the
MOLDASIG, the main player on the Moldavian insurance market. Transaction has been made through acquisition of the additional issue of shares totalized 3 mil.
EUR, following the decision of MOLDASIG shareholders
to increase authorized capital five times, from EUR 750
thousand to EUR 3,7 million.The deal was concluded by
ROSGOSSTRAKH subsidiary LINEKERS, founded recently
in Cyprus, especially for this acquisition, according to
Russian insurer expanding strategy on foreign markets.

Moldova to establish a Street Victims
Protection Fund

PRIMM: How would you rate the activity of the Romanian
companies - IBP Delta Insurance and GRAWE – on the market from the Republic of Moldova?

Moldavian National Commission of Financial Markets
(NCFM) intends to establish a Street Victims Protection
Fund and a Green Card Guarantee Fund, according to
news portal prim.md.Under this project, S.V.P.F. will compensate the citizens in case of accidents with unknown
author or without a mandatory insurance MTPL.

V. Ş.: These companies proved to be dynamic and professional players on the market, with remarkable results year
after year. The takeover of CARAT by GRAWE ranked the latter third among the relevant local companies, with an 8.7%
market share. I think the success of this company is mainly
due to its policies of promoting the products and the fact

NCFM proposed that the insurance companies should
contribute with 1% of the written premiums on compulsory insurance MTPL, transferred monthly to the National Bureau of Motor Insurers. Contribution rate can be
increased up to 2%, if the fund will not be able to cover
the claims.
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> High dynamics, concentration and consolidation tendencies, poor density of insurance products and of the GDP
penetration rate – these are just a few features of the insurance market in the Republic of Moldova. However,
local market recorded one of the highest annual growth dynamics from the CIS States, marking a 29% increase
in 2007. Is this emerging market a new “promise land” for the western investors or just another last hope?
We invite you to analyze its trends in the first six months of 2008 and see what insurance company managers
think about these results.

Looking towards the future
Despite unstable social-economic realities on the foreign
exchange and mutual funds markets, during the first semester of 2008 the insurance industry showed however an
upward trend. The insurance sector has become competitive, although it hasn’t reached high levels.

Oleg DORONCEANU
Russia & CIS
Markets Responsible

In the first semester, the gross written premiums of all 33 insurance companies amounted to approximately 25.7 million
euros, a 33% increase compared to the same period of the
previous year. In addition, the GDP penetration rate reached
the highest level in the history of insurance in the Republic
of Moldova, 1.6% to be precise, explained Oleg VEREJAN,
Chairman of the Moldavian Association of Actuaries. At the
same time, although the inflation rate was high (of over
15.6%), the underwriting achieved a real growth of “merely” 15.1 %. Given all these facts, it is only normal to ask ourselves weather this growth is solely quantitative or it also
reflects in some qualitative development. Thus, this growth
is not enough to meet the needs for insurance services of the
national economy and it is generated by several factors, such
as: financial deficit, low investment flow in terms of foreign
and local resources, as well as of companies and human resources, thinks Eugeniu SHLOPAK, General Manager, ASITO.
His view is shared by Boris GHERASIM, General Manager of
MOLDCARGO, who thinks that the insurance market growth
is not a qualitative one because it doesn’t come from a rise in
the living standard, but from factors like: Romania’s EU accession, repatriation of hard currency, more popular leasing
sales, etc.

Rules and their impact
The legislative reforms run in 2007 in the area of insurance
didn’t have a significant impact on market dynamics in
the first semester of 2008, except for the requirement to
increase the statutory capital up to almost 245,000 euros.
Nonetheless, this rule brought in a 29% capital growth of
the overall market. Market recapitalisation, followed by
a rise in the reserves (23%) and in the gross written premiums resulted in market assets of over 70 million euros.
Still, the rise in assets is the lowest of all first semester rises
from previous years (S1/2006 versus S1/2005, around 46%;
S1/2007 versus S1/2006, around 36%).
Also, the problem of companies recapitalization (a good
part of the profits made by the companies could be used to
increase the statutory capital) and competition for the mar32

ket share, led to increased financial results for total market
with 79%, recalling a level of 5 million euros (18 companies
recorded profits, and 13 received a negative financial result). Claims reserves increased twice, due to consignments
of NCFM on unfairness to create and maintain this category
of stocks of some companies. At the same time, although
the claims reserves almost doubled, their value is still too
small compared to the risks taken.
The increase of the IBNR claims reserves and unpaid claims in
due time are major issues calling for urgent measures, thinks
Vitalie BODEA, General Manager, MOLDASIG. Moreover, as
long as there is no claims value-correlated analysis, the computation of IBNR claims reserve relies on the simplest methods
(1% of written premiums), without taking into account previous claims at all, remarks Oleg VEREJAN. In fact, Moldovan
insurers are the last ones in Eastern Europe to work out the
IBNR claims reserves using non-actuarial methods.

Motor insurance to the detriment of life
insurance
Although the life insurance growth dynamics at the end
of the first semester (56%) prevails over non-life insurance
(32%), they didn’t impact significantly the dynamics of the
overall market as the share of life insurance is quite small,
namely 7% of the overall market (1.8 million euros). We
have to mention that two companies run a life insurance
business: GRAWE Life Insurance – sector leader, and SIGURASIGUR, holding a 7.6% share of all the underwriting on
this market segment or 8.6% of GRAWE company sales.
At the same time, the non-life insurance segment represented 93% of the total market underwriting, namely 24
million euros, a 32% rise compared to the results reached
last year over the same period. Totalling 17.5 million euros,
73% of all gross written premiums respectively, the class
of motor insurance, with rising tendencies, has the biggest
share in the non-life segment, being twice as high as the
European average (European average - 32% in 2006) and
recording a 37% growth compared to the same period of
the previous year.
The main issues remain people’s mentality and the lack of
Western-like business traditions. Due to lack of information,
especially in rural areas, the concept of insurance is mainly
associated with Third Party Liability insurance, Green Card
and Motor Hull as the main clients of the companies, namely
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Vitalie BODEA
General Director, MOLDASIG

Oleg VEREJAN
Chairman, Moldavian Association of Actuaries

individuals, are those who own a car and/or go abroad, says
Alexei TOPOROV, Chairman, GARANŢIE.
Moreover, the fierce battle for market shares, especially on the
motor insurance segment, inevitably leads to unfair competition, as most insurers use pricing strategy to the detriment of
product quality, thinks Octavian LUNGU, General Manager,
VICTORIA Insurance.
Thus, the rise of registered vehicles, increased competition
based on significant price discounts and benefits offered
to the insured as a client-drawing policy brought about an
increase of Motor Hull and Green Card written premiums.
As far as personal property insurance is concerned, their
share of the overall non-life insurance market dropped
(from 41% in S1/2000 to 15% in the first semester of this
year). This clearly shows that the people are more inclined
to spend money to cover car-related risks and less concerned about personal health or business risks.

Who pays the claims and how?
At the end of the first semester of 2008, approximately
94.6% (116 million MDL) of the total paid claims of 7.5 million euros went to non-life. As to gross written premiums,
the biggest share (88%) is held by motor insurance, rising
by 7% compared to the similar period of the previous year.
In the context of increased company portfolios, the claims
rate for Motor Hull insurance rose too (45% of all non-life
paid claims), compared to the other classes of insurance.
Still, this rate is significantly smaller than in other European
countries, either because the companies manage to avoid
claims payment or because the premiums are too high.
Moreover, the claims payment rate of the leading companies is much smaller than the rate of the companies holding a smaller market share.
Given that the class of motor insurance continues to hold a
considerable market share, insurance companies, as well as
the National Commission for Financial Market must take into
account any other technical and financial changes when setting market prices. The rise of repair costs, of spare part costs,
the introduction of the bonus-malus system, as well as the rising trend of compensations paid to car accident victims have
a significant impact on claims costs, which could result in ruling out substantial discounts, explains Oleg VEREJAN. In the
same context, the supervisory authority should get more actively involved on the market to avoid liberalism and the inertial
evolution of the related segment, states Teodor UNGUREANU,
General Manager, DONARIS Group. Moreover, the supervisory authority must see to a better market regulation in order
to avoid dumping practices, mentions Vladimir PEYCHEV,
Deputy General Director, CARAT.
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Viorica PETROV
General Director, IPB DELTA Insurance

Eugeniu SHLOPAK
General Manager, ASITO

Market growth sources
Most insurance company managers from the Republic of
Moldova are aware of the market realities, and they try to
spot out the best ways to guarantee business development
and efficiency. Obviously, everything depends on the strategy and the set goals of each company. Thus, some sources
of market growth and stimulation are “local and foreign investments and an increased risk-management responsibility of the companies”, says Eugeniu SHLOPAK. In addition,

Key performance indicators for insurance market
of Moldavia in 1H, 2008, EUR millions
H1, 2008
(EUR m.)
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“the increasingly popular leasing sales next to frequent
catastrophe risks will bring in a higher demand for goods
and property insurance products”, thinks Alexei TOPOROV.
Moreover, life insurance is an insufficiently exploited segment. I am sure that in the near future the people, too, will
feel the need to get this type of insurance, points out Viorica
PETROV, General Manager, IPB DELTA Insurance.

Structure of non-life insurance portfolio in 1H, 2008

Alexei TOPOROV
President, GARANŢIE

At the same time, the companies are optimistic about the
imminent pension system reform and private pension
funds market regulation.
The existing private pension rules don’t match reality, and
the reform of this sector will stimulate private pensions and
life insurance development, thinks Vitalie BODEA. Boris

Structure of insurance claims paid for non-life insurance 1H, 2008
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In the first semester, the insurance industry of the Republic
of Moldova had a positive evolution, showing slow maturation trends, but also specific difficulties that still need to be
addressed (related to a strong orientation towards motor
insurance, small financial power, lack of information, and
the issue of uneducated population with regard to choosing some types of insurance, etc.). We have to particularly
point out the market globalisation and internationalisation
trends as foreign capital groups enter the national market.
Their presence will bring forth, in the near future, more
competitiveness and market maturity, and will also contribute to capital market and overall economy expansion.
According to forecasts, by the end of 2008, the gross written premiums will rise by almost 30% compared to 2007.

Founded in 1999

Insurance classes: motor, property, financial risks, agriculture,
medical insurance, constructions etc.
Address: MD-2012, Republic of Moldova, Chisinau, V. Alexandri Street, 97
Tel: 279293 fax: 245567 e-mail: office@moldcargo.md www.moldcargo.md
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As far as the top leading insurance companies are concerned, MOLDASIG and ASITO continue to be leaders
on the non-life insurance market, with a market share of
28, 2% and respectively 21,9%. CARAT Company is thirdranked (8,7% market share), with a volume of gross written premiums of more than 2 million euros, followed by
MOLDCARGO (EUR1.8 million, 7% of the market) and
DONARIS GROUP (EUR1.6 million, 6,2% of the market). It
is remarkable that the top 10 companies reached an average gross written premiums rise (in MDL) of over 40% in
the first semester of 2008 compared to the same period of
2007.
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The market concentration trend was steady in the first
semester of this year. The leading five companies (representing 15% of all 33 companies) totalled almost 72% of
all gross written premiums and 62% of all market assets.
Moreover, two insurance companies alone (ASITO and
MOLDASIG) accounted for 51% of all premiums volume
and 46% of assets respectively.

50.00

46,00

1H/2007
1H/2008
Change %, in EUR

91.00

80.00

7.000.000

SRL

Concentration and consolidation

40,00

8.000.000

CAR

In this context, the market leaders think that the arrival on
the market of new players holding international experience is quite beneficial. I hope that, in the near future, the
foreign investors’ share will rise and that competitive products
will be promoted. Our company is majority foreign-owned
and I can say that we don’t have any legal problems, states
Viorica PETROV. In addition, foreign capital is the only one
that can generate a major investment flow and can improve
financial security for all business branches, declares Eugeniu
SHLOPAK.
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GHERASIM agrees: Private pension funds and life insurance
companies will do great in the future and they have a huge
growth potential.
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News

First fund merger on Romanian 2nd pillar:
BCR buys OMNIASIG
BCR Leasing (part of ERSTE Bank Group) has announced
the acquisition of OMNIASIG Pensions (part of VIENNA
Insurance Group), with the intention to merge the two
mandatory (2nd pillar) pension funds managed by BCR
and OMNIASIG. This would be the first fund merger on the
freshly launched private pensions market of ROMANIA. The
price paid is of about 13.2 EUR mln., the seller said. The two
2nd pillar funds would thus form a 200,000 participants
fund (market share of 4.6%), ranked 7th among the remaining 13 mandatory pension funds. Now, the fund managed
by BCR has 133,000 participants while OMNIASIG's fund has
66,000. By net assets managed, the new fund would have
a market share of 4.3%. The deal requires the approval of
CSSPP (Romania’s private pensions supervisory authority).

Fiscal incentives for voluntary pensions to
double in 2009
Fiscal incentives for voluntary pensions (3rd pillar) contributions in Romania will be increased from 200 EUR to 400
EUR per year, for each employee and employer, starting 1st
of January 2009, Romania's Government has announced.
In other words, contributions to voluntary pension plans
will be tax free up to 400 EUR/year if an individual contributes by himself and up to 800 EUR/year if the employer also
contributes on behalf of the respective employee. Also, the
news is that contributions to voluntary pension plans will
be deductible from all taxes (16% flat tax and also social
contributions), compared to the current situation, when
contributions are only deductible from the flat 16% income tax.

Mandatory pension brokers earned over
100 EUR mln.
The mandatory pension brokers' total incomes during and
after the 4 month signup period (Sept. ’07 – Jan. ’08) officially exceeded 100 EUR mln., sources from CSSPP told
www.privatepensions.ro. The mandatory pension brokers
mediated almost 1.3 million of the total 4 million participants that entered the mandatory pensions (2nd pillar)
system during the 4 month campaign.

Pension market regulator fines 22 pension
brokers
CSSPP, Romania's private pension regulator, announced the
biggest collective sanction in its history: 22 pension and insurance brokers were fined, 5 were warned in writing and
one was left without its license. The fines range from 3% to
5% of the broker's share capital, where 5% is the maximum
fine allowed by the law. Among the brokers that received
fines are top10 players on the Romanian market. There are
currently 62 pension brokers on the Romanian market, out
of which 16 are inactive (never had revenues).

Local pension funds outperformed mutual
funds
Private pension funds managed to outperform the majority of mutual funds in Romania, during the first four months
of operation (20th May - 31th August), a survey done exclusively by www.privatepensions.ro shows. Half of the man-
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datory pensions funds (7 of 14) and 37% of the voluntary
pension funds (3 of 8) managed to return positive results
during those four months, ranging from +0.4% to +7%.
The lowest negative return by a pension fund was -5.9%. At
the same time, only 30% of the mutual funds on the local
market posted positive returns, those ranging from 0.2%
to 3.8%. Also, the mutual funds' negative returns during
those four months alone were of up to -30.9%.

Number of 2nd pillar empty accounts drops
below 15%
The number of accounts left empty (without any pension
contributions) in the Romanian mandatory private pensions system (2nd pillar) dropped below 15% of the total
number of participants for the first time, exclusive analysis by www.privatepensions.ro shows. The total number
of empty accounts is now below 619,000, that is 343,000
lower than at the start of collection in May 2008. In May,
the weight of empty (dead) accounts in the system was of
over 23%, and now it's only 14.3%. Thus, the collection degree in the Romanian mandatory private pensions system
surpassed 85%.

Mandatory pension funds reduced exposure
on shares to 4.2%
Romania's 14 mandatory private pension funds (2nd pillar)
dramatically reduced their exposure on listed shares during August, reaching only 4.2% invested on the stock markets, data provided by CSSPP exclusively for www.privatepensions.ro shows. Thus, mandatory pension funds had
the following portfolio structure at the end of August: 60%
in government securities and municipal bonds (compared
to 58.9% at the end of July), 18.2% in bank deposits (22.4%
in July), 17.2% in corporate bonds (12.8% in July), 4.2% in
listed shares (5.7% in July) and 0.4% in mutual funds (0.3%
in July). This is the lowest exposure on shares since the
funds inception on 20th of May. At the end of August, the
14 mandatory pension funds managed net assets of 111.5
EUR mln.

Voluntary pension funds, more and more
conservative also
Romania's voluntary private pension funds (3rd pillar) became more and more prudent with their investments - in
August, stock market exposure dropped to a 6 month low,
to 6.9% (as against 7.9% in July). Thus, the aggregate portfolio of voluntary pension funds in Romania, at the end of
August, was the following: 70.8% in government securities
and municipal bonds (compared to 71.4% in July), 11.1%
in corporate bonds (6.5 % In July), 10.1% in bank deposits
(13.5% in July), 6.9% in shares (7.9% in July) and 1.1% in
mutual funds (0.7% in July). Romania's voluntary pension
funds managed assets of EUR 15 mln. at the end of August,
with prospects to reach EUR 25 mln. until the end of the
year.
Mihai BOBOCEA
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> A year after the start of the mandatory private pensions system (2nd pillar) and very close to the first official
announcement of the returns reached by voluntary pension funds (3rd pillar), the Romanian private pensions
market is still in the middle of a consolidation process. About required changes, perspectives, future plans, in an
interview with...

Mircea OANCEA

Chairman, CSSPP (The Private Pensions Supervisory Commission)
PRIMM: We celebrate one year since the launch of mandatory private pensions in Romania. What do you think of the
results so far?
Mircea OANCEA: I think that the real celebration will happen a year after the transfer of the first contributions, on 20
May 2008, because only then will we be able to say that the
mandatory private pensions market is actually working as
planned. Of course, the preparatory months of structuring
the market were a real challenge to all the entities involved.
I think we can state that, on the whole, it was a success.
We are quite satisfied with the collection figures, although
many accounts are still empty. Compared to our more pessimistic first expectations, we have around 3.7 million contributors with money in their account, which is over 80% of
the people enrolled in mandatory pension funds. The start
is also promising in terms of the transferred contributions
volume, which has also topped early forecasts and at the
end of 2008 the contributions will probably hit more than
240 million euros.
The funds have started their fund-managing work, as normal, with a lot of caution, investing mainly in fixed-income
instruments, which are most recommended given the current stock exchange volatility. Actually, we don’t expect
more sophisticated investment policies this year because
the assets haven’t yet reached the critical volume needed
to diversify investments. Briefly, I think this is a moment of
balance and caution.
PRIMM: What could you say about the development of the
voluntary pensions market and what are your forecasts for
the near future?
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ity because we know from experience that, if properly applied, tax incentives are a real growth driver. In fact, the big
picture shows us very clearly that the average contribution
in Romania is not higher than the deductibility threshold
which proves that only a significant augmentation of tax
incentives could fuel a faster market growth. If there were
total deductibility (from both income tax and social taxes),
as it is currently contemplated, the employers could get
more motivated to use optional pensions as benefits for
their employees, which will make the voluntary pensions
market grow.
On the medium and long run, higher incomes, a higher level of information and more trust are the other ‘must-have’
elements for the strategy I was telling you about.
As to perspectives, I stay rather optimistic, but only if deductibility is increased and especially if it is total. I also think that
the considerable efforts that pension administrators have
put in to inform big employers will bring positive effects
and in 2009 a higher number of big companies will include
voluntary private pension contributions in their budgets,
on behalf of their employees. Under these circumstances,
the number of voluntary pensions contributors might double and it is not out of place to estimate 450,000 – 500,000
fund participants by the end of next year.
PRIMM: The “moment of truth” is getting closer as in
2009 the first official results regarding the returns of pension funds will be made public. In this respect, what could
you tell us about the main goals of the CSSPP for the next
period?

M.O.: The 3rd pillar remains the basic component of the private pensions system because it provides the perfect environment for making major improvements. In our opinion,
the optional pension market development strategy should
include three main elements: deductibility, well-being,
knowledge. I am talking first of all about raising deductibil-

M.O.: We always keep that in mind. In the end, in order to
reach its goal, this market needs to be not only safe, but
also efficient and bring a fair return-on-investment to contributors. For this reason, our efforts go mainly to correct
and improve the legal framework allowing administrators
to do their business in a setting that favours investment
performance, without ignoring prudence criteria.

> Our efforts go mainly to correct and improve the
legal framework allowing administrators to do
their business in a setting that favours investment
performance, without ignoring prudence criteria.

First of all, we will amend some provisions of the net asset calculation rule, whose wording is not clear enough
and may lead to misinterpretation and wrongful evaluation. At the same time, by amending this rule we will give
private pension funds more chances to start diversifying
their portfolio. Basically, it all comes down to including in
the list of financial instruments approved as investments
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Crinu ANDĂNUŢ, PhD

Chairman, APAPR (The Romanian Association of Private Pension Funds)
PRIMM: We celebrate one year since the launch of mandatory private pensions in Romania. What do you think of the
results so far?
Crinu ANDĂNUŢ, PhD: To us, the operators, this year has
been the YEAR OF TRUTH as we got down to business and
we had to convince Romanians of the urgent need to change their mentality, namely to make everyone responsible
for their own future, in line with the European culture of
personal attitude. On a more technical level, this year meant a huge effort, where we had to provide the logistics and
distribution capacities for this new pension saving product
in a very short time of merely four months. In this respect,
the key to our success was organising skills and team work.
The competition on the market was tough. A competitive
market is not a graceful ballet stage. It all comes down to
competition between professionals that have targets, ambitions, business plans, but it is important that we managed
to communicate, maybe even better than the operators
from other markets, that we engaged in a professional dialogue, replacing conflicts with sharing views and ideas. In
general, even if not all actions were fair-play, few however
went beyond normal boundaries. Maybe this is also due to
the fact that the Romanian economy is maturing, European
realities got closer to us, and the Romanian “jungle” of endless freedom has become more civilised. Moreover, I have
to particularly point out that the institution having regulated and started the whole system, The Private Pension
System Supervisory Commission (CSSPP) took great actions and did an amazing job in this first stage.
Finally, as a funny comment, we are surprised to see a variation between the target figures announced at the beginning of the race and the real results achieved by many of
the operators. It has been an extraordinary game, a game
of image most of all, a professional game. Some used figures to manipulate the market by announcing highly
ambitious plans, others were more reserved and stayed

> I can honestly say that there
are no problems as to building
the pension system on very solid
ground.
OCTOBER 2008

between reasonable limits. I watched this show closely and
I think I knew what stand I had to take. Therefore, I can say
that ALLIANZ-ŢIRIAC achieved and even topped its initial
targets without letting the public down and confirming
once more the seriousness and balance that ALLIANZ is all
about. Of course, higher ambitions are on the map, too.
PRIMM: What could you say about the development of the
voluntary pension market and what are your forecasts for
the near future?
C.A., PhD: I think all channels overreacted with their forecasts. I even asked myself often on what grounds they were
made. Romania is “a country lacking statistics”, so, even in
the case of mandatory pensions, the total size of the targeted market was a “mystery” before the end of the campaign. Only now can we see how much of this market is real
and how much of it exists only on paper. Real figures were
used less than “image-gaining” figures and, consequently,
the entire forecasting trend was exaggerated. This goes for
optional pensions as well and that is why the people are
under the impression that Pillar 3 didn’t bring in the expected results over this period.
In my opinion, we should be more cautious with forecasting and intervene by means of market-stimulating technical measures: deductibility, transfer adjustment, and other
measures supporting the market and that are already being
considered by the private pensions authority. I think that
the pension market will grow slowly. I am repeating what
I’ve always been saying: 2008 is not the year of pensions
because mentalities don’t change that fast in the Romanian
economy. A lot of hard work is needed in terms of education, some issues need to be discussed and re-discussed to
exhaustion before the economy and its players can really
see private pensions as a useful tool. Individuals still show
a very strong consumer tendency and no saving culture at
all, plus people’s incomes are not high enough yet.
As a conclusion, this market will develop only with a lot
patience and hard work. It is enough to have a look at the
life insurance market showing clearly that, after ten years
of running, Romania is still one of the most under-insured
countries.
PRIMM: The “moment of truth” is getting closer as in 2009
the first official results regarding the returns of pension
funds will be published. In this respect, what could you tell
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ing again to investors, and we have to get ready for it. We
have to assess their risk potential and decide the weight
they could be given in the overall portfolio.
For 2009, the Commission has other ambitious plans too,
such as trying to promote a bill that will bring new corrections and amendments to both fundamental laws governing private pensions and that will introduce a series of
modern concepts, like liberalisation of the private funds
market. The bill is currently being drafted, but the most
significant amendments have already taken shape. First of
all, the introduction of a multi-fund system giving pension
companies the possibility (on the 2nd pillar) or setting the
obligation (on the 3rd pillar) to manage at least two, three
pension funds respectively, with different investment risk
profile, so that contributors can change their options over
the contribution paying period according to their risk appetite and the contribution period they have left to go. At the
same time, for the pension companies whose funds reach a
return-on-investment below the market average, we will set
the obligation to cover the deficit from their own resources.
The approved average return will be worked out on classes
of investment risk. Finally, we plan to relax or even remove
(for the 3rd pillar) the quantitative thresholds in asset classes set for investments made by pension funds.

> With full, higher value deductibility, it
is not out of place to estimate 450,000
– 500,000 voluntary pension funds
participants by the end of 2009.
We are also working on a bill on the Guarantee Fund, the
last missing piece in the set of guarantees targeting system
safety. This will play a major role during the payout phase
and it will be directly linked to the liabilities taken by the
payout funds. Let’s not forget that pension sizing will be
mainly based on lifespan forecasts, which could become
inaccurate at some point. In such a case, deficits or liquid
assets shortages might come up which will be most probably covered by a short-term loan from the guarantee fund.
We think that this is the role that the Guarantee Fund will
play. But, for now, the fund needs to become functional
and accrue money so that it can play this role when the
payout phase begins, in probably 15 years or so.

for private pension funds other instruments than those
currently explicitly stipulated in the law: synthetic instruments, mortgage bonds, risk capital funds, etc. We can’t
rule out such instruments even if some of them are considered “delicate” because at some point their use could bring
substantial revenues to pension funds. It is just a matter of
time, related to the maturing process of the Romanian financial market and probably to overcoming this financial
crisis, before they will be available or will become appeal-

> We don’t expect more sophisticated investment
policies this year because the assets
haven’t yet reached the critical volume
needed to diversify investments.
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We are also planning to continue lobbying for tax deductibility augmentation for voluntary pensions, but also
for speeding up the increase of contributions transferred
to mandatory pension funds. The development of the
Commission as an institution and staff upgrading are also
on our list of priorities.
PRIMM: What do you think about the relationship with the
market players so far? Could the restructuring of APAPR
(Romania’s Pension Funds’ Association) contribute to a
better dialogue between CSSPP and the pension fund management companies?
M.O.: The Association set up a number of committees on
specific fields that meet up with the Commission experts to
discuss technical matters. At management level, we meet
monthly to talk about current business and to share opinions. I think we can call it a normal relationship of cooperation between two partners that may have different stands,
but they share a major goal in the end: to build up a sound
private pensions market.
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us about the main goals of private pension administrators
for the next period?
C.A., PhD: Many things still need to be done. We need to finish up a system that was launched “at full speed” and that
still contains many things that need changing, adjusting
to reality, regulating. In this area, any decision you make
today will have irreversible effects in tens of years and that
is why a lot of carefulness is required. For example, the average contributions could be improved on both pillars. It is
obvious that we have the smallest contributions to mandatory pension schemes of all Central and Eastern European
countries. This means troubles for future retirees who will
have a smaller accrual of retirement benefits than those
from other countries. In 15 – 20 years, new comparisons
will be made that will not be in favour of Romania.
In addition, it is a well-proven fact that deductibility provided for the optional pension system is the decisive factor
as to the size of contributions. With an average contribution of 200 euros/year, we can’t expect great yields leading
to a decent pension and I am afraid that overrated expectations are being generated about the optional pension
system yields. Fortunately, there is some hope that things
will change for the better.
As far as the returns are concerned, of course we could work
them out, but it would be unpractical and it wouldn’t give
us a taste of the pension system. Only in about five years,
will we see significant results. Unfortunately, the market turns us into opportunists and makes us run away from longterm investment. On the other hand, given the current circumstances, where the equity market has taken a downfall,
we should be more flexible in dealing out different types of
financial instruments, even if our prospects set some limits
regarding the make-up of the investment portfolio. The investment make-up was thought for the long run and in such
a time, like the current crisis, we need to be very careful or
otherwise we could end up consciously losing money.

> Unless we manage to raise the
contribution value, I am afraid that
overrated expectations are being
generated about the optional pension
system yields.
PRIMM: What do you think about the relationship with the
supervisory authority so far? Could the restructuring of
pension companies’ association contribute to a better dialogue between the market authority and operators?
C.A., PhD: The Association is increasingly more active and
present on the pension market. I was appointed Chairman
at the end of Bram BOON’s term and I am happy to get all
this trust from my colleagues. It is a difficult task at hand
because I, as an operator, need to represent the interests of
all operators, big or small. It is a matter of principle.
Our goal is to build up our image and become a real dialogue partner on the market. To this purpose, we have taken
big steps forward in our relationship with the Commission.
The market authority consults us about every legal and
regulation matter. This is great because both, we and the
Commission, are rookies as no one can say that Romania
has a history in this field, and the experience of our parent
companies can be very important and useful.
Our association plans a different approach to the dialogue
between market players. We have to represent the interests
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of all and that is why the Association is the perfect environment for sharing ideas as well as arguments so that this
market can grow fast, give future a chance, and prevent
through dialogue any problems that might arise and could
affect the interests of pension scheme contributors.
I am glad to say that our dialogue with the Commission has
hugely improved. Both I and my colleagues are very pleased. Of course, we can’t talk about a “friendship” or a general consensus, because, in the end, we take completely
different stands, but it is important that we communicate
well. The Commission needs to strengthen law application,
and we, the operators, are here to win the clients’ trust... in
other words, in the end, our interests come together to the
benefit of market growth and stability. Consequently, I can
honestly say that there are no problems as to building the
pension system on very solid ground.
Daniela GHEŢU
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> One year ago, the mandatory private pensions market (2nd pillar) did not exist. The pension companies had
just started the chase for customers and the results at the end of the four months of initial signup campaign
exceeded all expectations: over 4 million participants got into the system. Ever since, the mandatory pensions
market developed quickly: it collected and started to invest the participants’ money and, more recently, witnessed the first transaction between two pension companies. The first merger of funds is next, and the following
year could bring a major reform of the system, defined by two terms: liberalization and modernization.

Pillar II

The consolidation race
Mihai BOBOCEA
Senior Editor

So far, the mandatory private pensions market has experienced spectacular trends. After the initial signup campaign,
when the participation rate exceeded even the most optimistic forecasts, on came the first collection of contributions, with almost one million empty accounts – situation
that improved constantly over the past several months. If
this May only 3,195,000 out of the 4,156,000 participants
received contributions, namely 961,000 were left with their
accounts empty, by September the total number of participants reached 4,363,000, and the number of those with at
least one transferred contribution went up to 3,779,000 –
that is only 584,000 empty accounts.
The amounts managed by the 14 funds that stayed on the
market (with 18 starting off, of which four withdrew right
before the first collection of contributions) increased as
well, in line with expectations: at the end of September,
the net assets managed by the mandatory private pension
system exceeded 136 EUR million, with a potential to reach
210 million euros or even more by the end of 2008. Thus,
the 2nd pillar market started on the right foot and has recently witnessed the first announcement about a transac-

Romania’s mandatory private pensions market (2nd pillar) at the end of
September ‘08
Rank

Mandatory
pension fund

1
ING
2
ALLIANZ-ŢIRIAC
3
GENERALI
4
AIG
5
AVIVA
6
INTERAMERICAN
7
BCR
8
BT AEGON
9
BRD
10 OMNIASIG
11 BANCPOST
12 OTP
13 PRIMA PENSIE
14 KD
TOTAL market
Source: www.privatepensions.ro
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Net assets
(EUR m.)

Market
share

Total no. of
participants

Market
share

Market share
differences

53.4
31.8
10.8
9.9
9.1
6.6
4.3
3.8
3.5
1.6
0.8
0.6
0.4
0.2
136.8

39.1%
23.3%
7.9%
7.2%
6.7%
4.8%
3.1%
2.8%
2.6%
1.2%
0.6%
0.4%
0.3%
0.1%
100%

1,448,090
1,115,512
410,861
273,484
321,075
277,395
135,628
137,284
104,072
66,733
24,765
21,496
18,585
7,898
4,362,878

33.2%
25.6%
9.4%
6.3%
7.4%
6.4%
3.1%
3.1%
2.4%
1.5%
0.6%
0.5%
0.4%
0.2%
100%

5.9%
-2.3%
-1.5%
0.9%
-0.7%
-1.5%
0.0%
-0.4%
0.2%
-0.4%
0.0%
-0.1%
-0.2%
0.0%
-

tion between two pension companies: BCR Group (part
of ERSTE Group) announced the acquisition of OMNIASIG
Pensions, for an estimated amount of 13.2 million euros,
with the merger of the two funds (managed by BCR and
OMNIASIG) planned to take place thereafter.

Shifting from quantity to quality
The initial campaign was described by the magic word
“quantity” – as the funds struggled to get as many customers as possible – but the market’s image became clearer after the first collection round and allowed for the first assessments of the “quality” of portfolios built up by the funds. In
the “quantity” chapter, the mere observation of the enrolling campaign and the ranking of the funds according to the
number of participants they attracted is enough to provide
an overview of the market. The big winners in the race for
customers were ING, ALLIANZ-ŢIRIAC and GENERALI, whose
funds were the only ones to meet the ambitious targets set
one year ago. AVIVA, INTERAMERICAN and AIG, ranking 4th
through 6th, also yielded good results in their battle for participants, thus securing comfortable positions.
But what types of customers were attracted by each fund?
Who are the best paid customers and what funds reached
them? Various qualitative assessments of the mandatory
pension funds’ portfolios managed to give the following
answers: ING, AIG, BCR and BRD are the funds that attracted “the most valuable customers” – with high income, for
whom they collect higher contributions, therefore bringing higher revenues to the pension companies.
The conclusion is that the leaders on the Romanian life insurance market (ING and AIG rank first and second on the
life insurance market) and from the banking environment
(BCR and BRD are the largest banks in the local system, according to their assets) attracted the “top customers” – with
already massive portfolios containing customers much
better paid than the national average, whom they easily
persuaded to signup for the funds they manage.
Besides this explanation regarding the business model,
other factors can also explain the differences in the quality
of portfolios belonging to the mandatory private pension
funds. The battle for Bucharest (Romania’s capital city), for
instance: the four funds listed above are exactly the ones
that sold much better in the Capital than throughout the
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country, which translates into higher market shares in
Bucharest than in the rest of the territory. And, since the
average salary in Bucharest is 40% higher than the national
average (according to the National Institute of Statistics),
the geographic distribution of the customers secured
these four funds a better portfolio.
The breakdown per gender and age groups of the attracted customers is also relevant for the portfolios’ quality. The
statistical assessment based on these two criteria indicated
that ING and AIG are the funds with the highest share of
women, above the market average – a paradox, given that
the national average of salaries of men is about 10% higher
than of women. As for the age criterion, the assessment
of the portfolios revealed that the funds with the highest
age average are again the four ones: ING, AIG, BCR and BRD
– customers with an average age of 40 (Romania’s baby
boomers, born in 1968) were the key-element for a better
quality of the portfolios belonging to the pension funds, as
they are closer to the peak of their career, therefore receive
a better pay.

First collection, then investment
Launched in the maelstrom of the international financial
crisis, the mandatory private pension funds had no option
but to make very prudent investments, so as to preserve
the value of the collected contributions by placing their
assets in fixed-income instruments and avoiding plunging
stock exchanges. Funds relied mostly on state securities
and bank deposits, with traded corporate bonds ranking
third in their preferences.
By the end of August, listed shares and mutual funds represented less than 5% of the total investments in the mandatory pension funds. In just four months, their share halved,
as stock and mutual funds represented 10% of the funds’
investments in May. In other words, a very conservative
strategy that, to a certain extent, provided shelter for the
pension funds against the unfavorable conditions in the
capital market.
However, on the medium and long term, shares bought
at low prices shall now prove to be profitable business for
the funds, according to the pension companies. Unlike
the pension funds from the region, that sustained major
losses due to the international financial crunch, the pension funds from Romania can speculate the bearish market
context, especially since they don’t stand to lose anything,
as their accumulated assets are low and currently invested
in minimum risk instruments.

Preparations for a new reform
The first year of mandatory pensions has barely ended and
the supervisory authority already announced several proposals prepared for a substantial reform of the system, in
view of its modernization and liberalization. Firstly, two laws
(on the Guarantee Fund and on the private pensions’ payout phase) shall supplement the core legislative framework
of the 2nd pillar. Both of them are expected to reach the
Parliament’s desks in the first half of 2009.
But until then, CSSPP (the Private Pensions Supervisory
Commission) is working on a norm on investments for the
mandatory private pension funds that should bring together all provisions on assets investment and give the start for
investment liberalization, allowing the funds to also invest
in other financial instruments, not just in the traditional
ones. The list of the newly accepted instruments includes
risk capital funds, real estate assets or mortgage bonds.
2009 might also bring a law to relax the maximum accepted
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Number of participants at the 2nd pillar funds
4.5

The initial signup
campaign is considered
a success, the number
of participants
that joined the
system beating all
expectations.
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Source: www.privatepensions.ro

Net assets of 2nd pillar funds (EUR m.)
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At the end of 2008,
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pensions funds are
expected to reach 210240 EUR million.
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Asset allocation of mandatory pension funds (August, %)
(august, %)

Bank accounts
18.22%
Listed shares
4.23%

State securities
60.00%

Launched in the
maelstrom of the
international financial
crisis, the mandatory
private pension funds
had no option but to
make very prudent
investments.

Corporate bonds
17.15%
Mutual funds
0.41%
Source: www.privatepensions.ro
quantitative limits for investments on various asset classes.
For 2009, CSSPP announced that it also plans to promote a
law on introducing the multi-fund system (lifecycle funds),
whereby each pension company shall manage not one, but
two or three mandatory pension funds, with different risk
profiles, tailored for the participants’ different age groups.
Slovakia adopted this multi-fund solution from the very beginning, while Hungary and Bulgaria area getting ready to
adopt this reform next year. The multi-fund solution is intended to streamline the funds’ investment performances
and better match them with the participants’ expectations,
age and risk appetite.
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> Romania’s voluntary private pensions market (3rd pillar) has not matched expectations so far, despite the optimistic estimates at its start in June 2007. Until one month ago, only 121,000 participants started to save in the
optional private pension system, and the accumulated assets barely exceeded 15 million Euros. For comparison,
the estimates made when the market was launched indicated 250,000 participants and assets worth 30-40 million Euros for the end of 2007, but these forecasts seem remote so far, even for the end of 2008. But there is still
room for hope on the market: the fiscal incentives for contributions in the voluntary pensions system could be
increased from January 1st, and the voluntary pension plans could thus become more attractive.

Pillar III

Thinking of fiscal incentives
The number of customers and the amounts accumulated
in the voluntary pension system did not match expectations, which surely stand for the empty part of the bottle. On the fiscal incentives side, the Government finally
decided to increase the tax deductibility for contribution
in the 3rd pillar from EUR 200 per year (both for the employee and for the employer) to EUR 400 per year, namely
from a total of EUR 400 (in the case of mixed contributions) to a total of EUR 800. Also, contributions to voluntary pension funds will be fully deductible (they will not
be taxed with social contributions nor income tax – 16%),
in comparison with the current situation, when contributions are only exempt from the income tax, but are still
due for social taxes.

The full half of the bottle...
In other words, full deductibility compared to partial (current) deductibility for 3rd pillar contributions means expenses about 30% lower for those who choose this savings

Romania’s voluntary private pensions market at the end of August 2008
Rank

Voluntary
pension fund

Net assets
(EUR m.)

Market
share

Total no. of
participants

Market
share

Market share
differences

1

BCR Prudent

4.5

30.0%

28,215

23.2%

6.8%

2

ING Optim

2.7

18.1%

29,997

24.7%

-6.6%

3

ING Clasic

2.6

17.1%

18,379

15.1%

2.0%

4

AZT Moderato

2.6

17.1%

20,605

17.0%

0.1%

5

AZT Vivace

1.6

10.3%

15,871

13.1%

-2.8%

6

AVIVA Pensia mea

1.1

7.2%

7,928

6.5%

0.6%

7

OTP Strateg

0.0

0.2%

308

0.3%

-0.1%

8

RAIFFEISEN Acumulare

0.0

0.0%

106

0.1%

0.0%

9

CONCORDIA Moderat

0.0

0.0%

0

0.0%

0.0%

15.1

100%

121,409

100%

-

TOTAL MARKET
Sursa: www.privatepensions.ro
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option, either individual participants or employers offering
voluntary pensions as part of the benefits package, states
Ion GIURESCU, Vice-president of CSSPP, Romania’s private
pensions supervisory authority. Together with the doubling of the deductibility, the tax incentive becomes even
more obvious. The deductibility increase might lead to
higher contributions transferred in the system, as current
analysis show that the average contribution to voluntary
pension funds was about EUR 195 per year so far, namely
slowed down by the deductibility limit.
Other good news are that, despite the slow start and the
still low fiscal deductibility, the voluntary private pensions
companies still show a growing interest for this market.
The first four optional pension funds emerged on the market in June 2007, managed by four pension companies,
and now the number of operational funds reached 9, with
7 managing companies. In addition, another three funds
were pending authorization at the end of September, and
CSSPP is expecting at least two-three other funds to request licensing in the following months.
The market has strong potential: approximately 5 million
participants could save through such voluntary pension
schemes within the next 10 years, thinks Mihai ŞEITAN,
former president of the National House for Pensions and
Other Social Security Rights (CNPAS) and the main designer of the Romanian private pension system (both voluntary
and mandatory). And the pension companies that already
entered last year on the mandatory funds market (2nd pillar) know this and, if they don’t have voluntary pensions
already in their offer, they prepare plans to enter on this
savings segment as well.
The market estimates for the end of the year are not spectacular – 200,000 participants at the most, and net assets
up to 25 million Euros – but they indicate a constant and
sustained growth of this saving alternative. At the moment, employers contribute for approximately two thirds
third of the 121,000 participants – a sign that companies
get more and more interested in using voluntary pensions
as an instrument to motivate and retain their staff.
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Who is in the lead

Voluntary pension funds’ number of participants

ING Life Insurance, BCR Life Insurance and ALLIANZ-ŢIRIAC
Private Pensions are the three leaders on the voluntary private pensions market, leading the “hostilities” at different
moments in the past one year and a half. Even today, the
differences are quite small, as the market is still shaping
up, undergoing a slow evolution, and just a few significant
corporate contracts (whereby companies contribute to the
optional pension for the benefit of their own employees)
can change the hierarchies of the funds and managing
companies at any moment.

125 (thousant participants)

At this time, ING leads with its two funds in terms of
number of participants, as well as net assets, while BCR
has the largest voluntary pension fund from the assets
perspective and ALLIANZ-ŢIRIAC (managing two funds
as well) is close in both areas – participants and assets –,
after leading the market race most of last year. In terms
of number of participants, ING now has a 40% market
share, ALLIANZ-ŢIRIAC has 30% and BCR has 23%. In terms
of assets, ING has a market share of 35%, BCR 30% and
ALLIANZ-ŢIRIAC 27%.
So far, the little money from the voluntary pensions system
was invested more and more prudently, as the funds relied
on state securities, bank deposits and corporate bonds,
constantly lowering their exposure on shares to protect
themselves from stock exchange fall downs caused by the
global financial crunch.
Two voluntary pension funds are now preparing to launch
under the administration of INTERAMERICAN Pensions
(EUREKO Activ and EUREKO Confort), as well as the second fund of AVIVA (Pension Max). The three funds are now
going through the licensing process, but other players
from the market also prepare their “weapons”: GENERALI
Pensions, BRD Pensions and AIG Pensions – three Top 10
players on the mandatory pensions market.

What does the future look like?
Besides the project for increasing tax incentives, the voluntary private pensions system shall be supplemented and
changed in the near future by certain fundamental normative acts. Firstly, we are talking about the Guarantee Fund
and the law on the payout phase, two laws that will include
provisions applicable both to optional and mandatory private pensions systems. In addition, 2009 might bring a substantial liberalization of the legislative framework for the
voluntary pension funds, mainly in the investment area.
CSSPP plans to enhance the attractiveness of the 3rd pillar through a higher investment tolerance than for the
mandatory private pensions (2nd pillar), which will bring
more attractive returns for the voluntary system in the
long run, for participants willing to undertake a higher
investment risk.
If the CSSPP plans become a reality next year, the percentage limits imposed to investments on various asset
classes shall be relaxed or even eliminated, the funds will
get green light to invest in much more numerous financial
instruments – from private equity funds to synthetic instruments, real estate assets and mortgage bonds –, and CSSPP
might even start the necessary legislative actions to allow
the funds to outsource their asset management activity, a
relatively common practice on the 3rd pillar in the countries in the Central and Eastern Europe region.
It remains to be seen to what extent these targets will
become a reality and how will they boost the increase of
savings on the voluntary pensions segment. For now, the

OCTOBER 2008

100
75
50
25
0

jun. jul. aug. sep. oct. nov. dec. jan. feb. mar. apr. may jun. jul. aug.
‘07
‘08

Net assets of voluntary pension funds
18

(milion euro)
15.1

15

13.3

12

11.0
9.5

9

7.9

6
4.0
3
0

4.7

5.7

6.7

2.4
0.0

0.1

0.3

0.6

0.9

jun. jul. aug. sep. oct. nov. dec. jan. feb. mar. apr. may jun. jul. aug.
‘07
‘08

Asset allocation of voluntary pension funds (August, %)
(august, %)

Bank accounts
10.11%
Listed shares
6.92%

State securities
70.77%

Corporate bonds
11.08%
Mutual funds
1.12%

So far, the little money
from the voluntary
pensions system was
invested more and
more prudently, as
the funds relied on
state securities, bank
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funds’ offering diversifies, and the battle for customers that
involves more and more pension companies is an additional argument to speed up the market.

Mihai BOBOCEA
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> The International Federation of Pension Funds Administrators (FIAP) brings together most associations of pension funds from the states with a multi-pillar pension system, providing global representation of their interests,
as well as experience sharing, for the benefit of all its members. Present in Romania in order to invite APAPR,
the Romanian Association of the Private Pensions Industry, to accede to FIAP, the President of the Federation,
Guillermo Arthur ERRAZURIZ, gave PRIMM Insurance&Pensions magazine an exclusive interview.

Interview with

Guillermo Arthur ERRAZURIZ
President of FIAP

PRIMM: The International Federation of Pension Funds
Administrators (FIAP) is a strong organization, representing globally the private pension systems created according
to the World Bank’s model. What is the organization’s main
current purpose?
Guillermo Arthur ERRAZURIZ: FIAP brings together the
associations of the pension administrators from the multi-pillar systems, with a mandatory component (Pillar II),
fully-funded (financed through contributions) and based
on personal saving accounts. Our purpose is to share the
experience of all these states that applied such reforms after the model launched in Chile in 1979 and to promote the
need to reform the “pay-as-you-go” public pension system
worldwide. We plan to turn the experience gained so far by
these states into an example and help improve and streamline the multi-pillar private pension systems throughout
the world.
Also, our main objective is to foster the liberalization of legislation on investments of the private pension funds from
these systems in order to allow more diverse investments,
both in terms of financial instruments and in terms of crossborder investments.
PRIMM: FIAP currently has 21 members, each one from a different country. Most if them are Latin-American states, although pension funds associations from Poland, Bulgaria,
Russia and Ukraine have recently joined the Federation.
What role does Central and Eastern Europe play in FIAP?
G.A.E.: We are highly interested in strengthening our relations and representation in the Central and Eastern

> Once these systems are launched, the investments
component of the pension funds becomes the most
important one. And the only targets to consider in
the investment strategy are two: profitability and
investment safety.
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European states. Actually, the pension systems from here
and the ones from Latin America are mainly based on the
same philosophy. Poland, Bulgaria, Russia and Ukraine are
only the first states from this region that joined our organization, but we are interested to see other countries
from here become FIAP member, such as Romania, the
Czech Republic and others. In fact, this is why I am here, in
Romania – this is my first visit here.
PRIMM: Tell us more about the potential affiliation of the
Romanian private pension industry to FIAP. What could be
the effects of such affiliation?
G.A.E.: Actually, I met with Crinu ANDĂNUŢ, President of
APAPR (the Association for Privately Administered Pensions
from Romania) and with Bram BOON, former president of
this institution. They seemed to be highly interested in the
affiliation of the Romanian private pension market to our
organization, which would bring the advantage of sharing
our common experiences, as well as global representation, together with the other member states, for the local
private pension industry. We launched the invitation for
APAPR to become a FIAP member, an invitation which is
actually open to all similar associations from the states in
this region that have such pension systems. As we all have
private pension systems that are more or less similar, it is
obviously useful to learn from each other, and for countries
like Romania it proves to be useful to look at the experience of other markets that already went through various
maturing stages.
PRIMM: How would you describe the relation between FIAP
and various regulatory and supervisory bodies in the private pension field worldwide?
G.A.E.: The private pension systems we applied are strictly
regulated, and our activities depend largely on the regulatory and supervisory bodies. We have the best possible relation with these bodies, whose representatives we invite to
all our meetings and conferences to present the industry’s
point of view and find solutions to emerging problems.
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PRIMM: What are the guidelines of the multi-pillar private
pension systems, both in Latin America and in Central and
Eastern Europe? What are the objectives they need to follow, first and foremost?
G.A.E.: Once these systems are launched, the investments
component of the pension funds becomes the most important one. And the only targets to consider in the investment strategy are two: profitability and investment safety.
This is what an efficient private pension system is all about:
profitability and safety. The legislation for these systems
must be tailored in line with these goals and must be as
flexible and liberal as possible, allowing for investments in
as many financial instruments as possible, to capitalize on
the opportunities, as well as freedom of investing on markets other than the domestic market, thus providing geographical diversification of the investment risk.
For instance, a legislation that clearly restricts investments
in shares makes the respective private pension system nonprofitable. Meanwhile, a legislation banning cross-border
investments limits the system’s safety by not allowing risk
diversification. Concentrating the investments of the pension funds on a single financial market, namely the domestic one, is never a wise decision.
Another issue concerns the investments in state securities...
The investments in state securities are not the most efficient tools and do not provide the system with the necessary profitability. The legislation must encourage efficient
investments, in shares and similar instruments, with strong
growth potential on the long term.
PRIMM: What other solutions are there to help streamline
the private pension systems and increase their profitability,
for the benefit of the participants?
G.A.E.: The multi-fund strategy is a very good solution, for
instance. More and more states allow a pension company
to manage more that one fund, even two or three or more
pension funds, with different investment strategies and risk
profiles, to cater to more needs of the different participants
to the system, according to their age, risk appetite and suitability. It makes sense that young people subscribing today
to such mandatory private pension funds are able to benefit from larger investments in shares made by the funds
– even more as it is practically proven that investments in
the capital market yield the highest return on long term. At
the opposite end, we have the participants to these funds
who are maybe closer to their retirement age and want to
preserve the value of the savings they already made – we
must be able to offer them funds with higher investments
in fixed-income financial instruments.
In Chile, for instance, each pension company offers five
such funds, their investments going from 100% in fixedincome instruments to the other extreme – investments
made entirely in shares. Multi-funds are thus better adjusted to the needs of the participants to the private pension
funds.
PRIMM: Are the current levels of contributions to the Pillar
II mandatory pension systems sufficient? Romania starts
from a contribution of only 2% of the participant’s gross
income, to reach 6% in 2016.
G.A.E.: Considering all the demographics involved, but especially the increase in life expectancy, the contributions
should be higher than current levels. Even 6% is quite low...
we estimate that a minimum contribution to the mandatory system should be around 10%, to which we must add
the savings in a voluntary third pillar fund, for a higher in-
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> The investments in state securities are not the
most efficient tools and do not provide the system
with the necessary profitability. The legislation
must encourage efficient investments, in shares and
similar instruments, with strong growth potential on
the long term.
come replacement rate during the active period. The problem with Pillar III of voluntary private pensions is the same
everywhere: the saving incentives in these pension plans
are always of fiscal nature, and they particularly benefit
participants with high to very high income. But the challenge consists of identifying the solutions that encourage
those with medium to low income to save in this system.
PRIMM: The guarantees of the private pension systems
are a highly debated topic in the region, but especially in
Romania – whether we talk about matching fund returns
with the inflation rate or about other types of guarantees.
How would you describe FIAP’s vision in this area?
G.A.E.: Guaranteeing returns above the inflation rate for
the pension funds sounds like a very good idea, in theo47
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> Guaranteeing returns above the inflation rate
for the pension funds sounds like a very good idea,
in theory, but it is very dangerous when put into
practice. Such a provision would make pension funds
adopt too prudent investment strategies, which
would go against the system’s need for profitability.
ry, but it is very dangerous when put into practice. Such
a provision would make pension funds adopt too prudent
investment strategies, which would go against the system’s need for profitability that we mentioned previously.
The widely spread practice in the multi-pillar system is the
minimum guaranteed return, namely the market relative
guarantee – just like in Chile, in Poland and in Romania. It’s
true, this provision clearly leads to a similarity of the private
pensions’ portfolios – a consequence that I honestly cannot
say if it’s good or bad. In the market relative guarantee system it is very important that the margin compared to the
benchmark is as flexible as possible in order to allow diversification of the funds’ investing strategies and not hinder
competition between funds.
PRIMM: Another topic for debate, highly relevant on the
Romanian market, concerns the outsourcing of the investments by the pension funds. What is the common practice
in multi-pillar systems: should or should not pension funds
be allowed to outsource the investment of their assets?
G.A.E.: In most states, the investment decision belongs to
the pension company. But when that pension company is
part of a large international financial group, it is normal to
allow certain ways of know-how transfer and consulting intended to capitalize on the group’s investment experience,
for the benefit of the participants to the fund. However, the
responsibility for the investment results must always stay
with the pension company.
PRIMM: We are all familiar with the experience of Chile,
which introduced the multi-pillar private pension system
for the first time in the world. However, the Chilean model
has recently suffered several image problems, caused by
certain studies claiming that the Chilean state must now
pay the pensions for many participants to the multi-pillar
system, and stating that the private system was inefficient.
What is your reply to these arguments?
G. A. E.: Given that Chile was the first state to apply this
reform, many enemies of the multi-pillar system thought

of attacking the very Chilean example and destroy the system’s credibility. As a result, the Government established
a commission to look into the system’s current status, and
the main conclusions of the research were twofold: 1) the
fact that the system pays, to those who contributed for a
long time and constantly, pensions that are close to the
average salary they had, and 2) the fact that the pension
funds and the accumulation of assets in the funds helped
foster economic growth and the country’s financial markets. The funds got so big, with assets of more than 120
billion USD today, namely an amount almost similar to the
GDP of Chile, that they can finance infrastructure activities
and even the construction of dwellings, through investments they make in mortgage bonds.
The Chilean system of mandatory pensions started making its first payments approximately ten years ago – what
we call the entry into the payout phase. At the moment,
the system has four million active and constant contributors, as well as seven million “affiliates”, namely participants
who only paid some contributions, because of various reasons. Indeed, the state must compensate up to a certain
level the pensions for many of these affiliates and for the
people with low income, but this is not due to any flaws
or to the inefficiency of the multi-pillar private system, but
to the low volume of contributions of many participants to
the system.
PRIMM: Since you mentioned the payout phase, how is this
regulated in Chile?
G.A.E.: The participants to the pension funds have a wide
variety of possible solutions, from a simple lump sum, to
complex combinations of lump and life annuities that can
meet both the need to have available, at some point, a substantial amount, and the need to have a constant income
throughout one’s lifetime.
PRIMM: What message did you give the current and former
president of APAPR when you invited them to join FIAP?
G.A.E.: I told them not to worry if the current legislation on
the private pension market in Romania seems too restrictive now, this is a normal stage occurring after the launch
of the system. The experience of similar systems indicates
that all of them started off with a restrictive legislation that
became more flexible and liberal afterwards, allowing the
market to become more efficient.

Mihai BOBOCEA
Daniela GHEŢU
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> The first signs of the current financial crunch emerged in July 2007 on the subprime mortgage loans market
in the United States of America. Meanwhile, the effects of the crisis became visible overseas as well and started
to affect all financial markets, bringing the collapse of stock exchanges and causing losses of hundreds of billion
Euros for large and small investors alike. As usual in times of crisis, risk appetite plunged, further worsening the
precarious state of the world’s stock exchanges. The private pension funds were not spared by the effects either:
during the first year alone, the financial crunch caused losses in excess of 9 billion Euros for the private pension
funds across Central and Eastern Europe (CEE).

The crisis melted 9 billion Euros
from the CEE pension funds
Mihai BOBOCEA
Senior Editor

The private pension funds across Central and Easter Europe
(CEE) sustained losses of 9 billion Euros between July 2007
and July 2008, due to the global financial crunch, according to an assessment conducted exclusively by PRIMM
Insurance&Pensions Magazine. The losses translated into
a decrease and depreciation of net assets under management and were mainly caused by the collapse of the stock
exchanges where the respective funds placed their investments. The 9 billion Euros represent almost 13% of the total
assets managed by the private pension funds in the CEE
region.

By mid 2007, the Polish mandatory funds managed net assets of 138.3 billion zloty (42 billion Euros). By mid this year,
the assets dropped to 136.4 billion zloty (41.8 billion Euros),
although the funds were fueled with contributions in the
meanwhile, contributions that amounted to a total value of
18.9 billion zloty (5.75 billion Euros). Therefore, the total loss
sustained by the mandatory private pension funds reached
5.95 billion euros, namely in excess of 14% of the current asset value. In other words, the stock exchange losses melted
down the equivalent of a one year-saving in this system,
bringing the assets down to the level from mid 2007.

The assessment included all ten Central and Eastern
European states that applied multi-pillar private pension
systems (the World Bank’s model, implemented in Romania
as well, as of last year): Poland, Hungary, the Czech Republic,
Bulgaria, Croatia, Slovakia, Slovenia and the three Baltic
States: Estonia, Lithuania and Latvia. Together, the private
pension funds (both mandatory – 2nd pillar and voluntary
– 3rd pillar) from these countries currently manage approximately 70 billion Euros worth of assets. The assessed
period included the 12 months between July 2007 and July
2008 (Q3, Q4 2007 and Q1, Q2 2008).

During the same period, namely from June 30th 2007 until June 30th 2008, the Warsaw Stock Exchange, where the
Polish mandatory pension funds placed about one third of
their assets (the maximum level allowed by the legislation
is 40% of assets), lost 38% of the value. According to the
Polish legislation, the pension funds are not allowed to invest more than 5% of their assets abroad (a provision that
the European Commission has now requested the Polish authorities to eliminate), thus making the funds captive on the
domestic market, therefore unable to be spared by the stock
exchange losses. The only strategy available for the Polish
pension funds was the passive reduction of the exposure
on shares: the funds reduced dramatically their acquisition
of shares, and the value of the securities from the portfolios
went down, given the generalized fall of the Warsaw Stock
Exchange. The result? In just one year, the exposure on stocks
of the mandatory pension funds went down from 38.5% (by
mid last year) to 28.9% (by mid this year).

Out of the total losses of 9 billion Euros, Poland, the largest
among the private pension market in this region, accounts
for the most significant part: 6 billion Euros. Ranking second we have the private pension funds from Hungary (the
region’s second largest market), which sustained losses in
excess of 2.2 billion Euros; and ranking third we have the
pension funds from the Czech Republic (the region’s largest voluntary pension market), with losses of 210 million
Euros. Thus, the region’s three largest private pension markets concentrated 93% of the losses sustained by the region’s private pension funds.

Poland: size does matter
Poland’s mandatory private pension market is the largest
in this region, with almost 14 million participants and net
assets under management in excess of 40 billion Euros.
But Poland paid a price in exchange for its large size, with
matching losses caused by the global financial crunch: 5.98
billion Euros is that price, of which 5.95 billion Euros in the
mandatory private pension funds (2nd pillar) and 30 million Euros in the voluntary pension funds (3rd pillar).
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However, the losses were perfectly proportional with
the size of the funds and their stock exchange exposure.
Considering the 38% loss of the capital market and the
38.5% exposure of the mandatory pension funds at the
stock exchange when this period started, the resulting loss
would be approximately 14.6% – identical with the actual
one, therefore we can conclude that the losses of the pension funds are 100% explained by the poor conditions of
the capital market. In fact, the mandatory pension funds in
Poland are the region’s most risk-oriented when it comes
to investments in shares, and the massive losses were a
matching price for the risk undertook by the funds.
The massive losses of the Polish mandatory pension market are also obvious by calculating the returns of the funds
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POLAND
Losses: 5.98 billion Euros (5.95 billion Euros in mandatory
funds, 30 million Euros in v oluntary funds)
Assets under management: 42 billion Euros (mandatory
funds)
Participants: 13.7 million (mandatory funds)
The largest private pensions market in Central and Eastern Europe. The funds have the highest
exposure on shares and consequently lost more because of the fall of stock exchanges. The
loss equals 14% of current net assets under management, namely one full year of savings
in the private pension system. The legislation imposes a guaranteed minimum return (compared to the market average) and bans investments higher than 5% outside Poland.

HUNGARY
between 30th of June 2007 and 30th of June 2008. The
average weighted return of the market was -13.4%, with
funds losing between 12.1% and 19.2% of the fund unit
value. Actually, after the first eight months of this year, the
average return on the market, compared to December 31st
2007, was -8.4%, thus the Polish mandatory funds standing
all chances to end this year in the red for the first time in
their ten year history (started in 1999).
On the voluntary private pensions side, the Polish market
is much less developed, therefore the voluntary pension
funds on this market lost only 30 million euros.

Hungary: second on the list of losses
Hungary ranks second in the region, both in terms of size of
the mandatory private pension markets (behind Poland),
and of voluntary pensions (behind the Czech Republic) and
it also comes second according to losses. The mandatory
private pension funds from Hungary manage assets of approximately 7.5 billion Euros and have almost 2.9 million
participants, while the voluntary pension funds manage
almost 3 billion Euros and have 1.4 million participants.
The losses of pension funds from Hungary totaled 2.12 billion euros in the first year of financial crisis, split as follows:
1.49 billion Euros in the mandatory funds and 722 million
Euros in the voluntary funds. In proportion with the assets
volume, the losses from Hungary were more obvious than
in Poland: in Hungary, the losses of 2.12 billion Euros represent 20% of total net assets under management, while in
Poland the share of losses was 14%.
On the other hand, the Hungarian funds had a lower exposure on shares than the Polish funds, and the Budapest
Stock Exchange dropped by only 30% in this reference
period, compared to 38% in the case of the Warsaw Stock
Exchange. But how can we explain the fact that losses on
the Hungarian market are higher (20% compared to 14%),
in terms of managed assets?
The answer lies in the investment strategy adopted by the
funds: while Polish funds reduced their exposure on shares
during the first year of the crisis (from 38.5% to 28.9%), the
Hungarian mandatory funds considerably increased their
investments in shares, from 10.7% to 17.1% (at the end of
the first quarter in 2008) and even more, subsequently. This
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Losses: 2.112 billion Euros (1.49 billion Euros in mandatory funds, 722 million Euros in voluntary funds)
Assets under management: 7.5 billion Euros (mandatory) + 3 billion Euros (voluntary)
Participants: 2.9 million (mandatory) + 1.4 million (voluntary)
The region’s second largest pensions market. The funds chose to buy even more shares, in a
context of a fall down in stock exchange markets; therefore losses were higher, expressed in
percentage points of total assets. The value of losses is 20% from the system’s existing assets. Current legislation does not limit the funds’ investments as in Poland (there is no limit
for investments in shares and no requirements for a guaranteed minimum return, and the
threshold for investments abroad is 30%), thus the funds were more willing to assume investment risks.

CZECH REPUBLIC

Losses: 210 million Euros
Assets under management: 7.4 billion Euros
Participants: 4.1 million
The region’s largest voluntary pensions market, third in
the region in terms of mandatory pensions plus voluntary pensions. The Czech Republic does
not have a mandatory pension 2nd pillar component, but its voluntary pensions market is
perfectly comparable in size with the Hungarian mandatory pensions market. Nevertheless,
in the first year of crisis, the voluntary funds in the Czech Republic lost seven times less money
than the mandatory funds from Hungary, and this happened for several reasons (legislative,
market-related and investment strategy). The Czech funds are among the most conservative
in the region, in terms of investment policy.

SLOVAKIA
Losses: 195 million Euros (115 million Euros in mandatory
funds, 80 million Euros in voluntary funds)
Assets under management: 2 billion Euros (mandatory)
+ 800 million Euros (voluntary)
Participants: 1.6 million (mandatory) + 800,000 (voluntary)
At the moment, it is the only country that fully applied the multi-fund system for mandatory private pensions. Each company is managing three funds instead of one, with different investment risk profiles. The dynamic funds, with higher exposure on listed shares, were
most affected by the crisis, while conservative funds sustained smaller losses. Slovakia is the
region’s third largest optional pension market, behind the Czech Republic and Hungary, and
the fourth largest mandatory pension market, behind Poland, Hungary and Croatia.
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CROATIA
Losses: 146 million Euros
(135 million Euros in mandatory funds, 11 million Euros in
voluntary funds)
Assets under management: 3.19 billion Euros (mandatory) + 124 million Euros (voluntary)
Participants: 1.45 million (mandatory) + 136,000 (voluntary)
Croatia is one of the private pension markets that lost least in the financial crunch. The losses
of mandatory private pensions funds, although rich in absolute volume (135 million euros),
represent only 4%-5% of total managed assets, in a context where funds invest approximately one fifth of their assets in listed shares. The losses were less obvious (in managed assets
terms) on the voluntary pensions market, where the 11 million Euros lost represent 9% of the
total money managed by the funds.

THE BALTIC STATES
Losses: 100 million Euros
(of which Estonia accounts for 65 million Euros)
Assets under management: 1.7 billion Euros (mandatory) + 200 million Euros (voluntary)
Participants: 2.45 millions (mandatory) + 200,000 (voluntary)
The private pension markets from the Baltic States (Estonia, Lithuania, Latvia) are the region’s
smallest markets, firstly because of their demographics. The total losses of the private pensions industry from these states, after one year of financial crunch, are roughly estimated at
100 million Euros, of which Estonia, the largest private pensions market among the three
countries, sustained losses of 65 million Euros.

Bulgaria
Losses: 95 million Euros
(45 million Euros in mandatory funds, 50 million Euros in
voluntary funds)
Assets under management: 903 million Euros (mandatory) + 318 million Euros (voluntary)
Participants: 2.94 million (mandatory) + 605,000 (voluntary)
In Bulgaria, the private pension funds sustained total losses of 95 million Euros in the first
year of financial crunch, an amount representing only 8% of net assets under management.
The voluntary pension funds, although three times smaller in size in terms of managed assets, compared to the mandatory private pension funds, sustained higher losses than the
latter because of the more aggressive investment policy. The investment legislation is more
permissive for the voluntary funds, with a higher exposure on shares, therefore faced with
bigger losses than the mandatory funds.

slovenia
Losses: 80 million Euros
Assets under management: 1.2 billion Euros + 50 million
Euros (voluntary)
Participants: 500,000 (mandatory) + 30,000 (voluntary)
Just like the Baltic States, Slovenia has one of the smallest private pension market in Central
and Eastern Europe. The industry’s total losses are estimated at 80 million Euros, namely
6%-7% of the total net managed assets. The mandatory private pension market sustained
most of these losses, being much more developed than the voluntary private pensions
segment.
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indicates that the Hungarian funds viewed the crisis as an
opportunity to accumulate shares at low prices, with the
funds’ exposure on listed shares increasing actively. The
“courage” to take on this strategy comes from the lack of
legislative restrictions: mandatory funds no longer have
to follow (since 2002) any guaranteed minimum return requirements (like in Poland), therefore they are free to undertake investment risks during the crisis and not only.
Meanwhile, the voluntary funds proved to be surprisingly
more conservative and decided to maintain their stock exchange investments at 9%-10% (or even below) during the
entire reference period. The losses of the Hungarian private
pension market are visible in return terms as well: the funds
(mandatory and voluntary alike) went in the red during the
third quarter, namely immediately after the start of the crisis, and continued to sustain losses up until now. The mandatory funds lost 7.83%, and the optional funds lost 6.33%
in Q1 2008 alone.

The Czech Republic, third in terms of losses
The Czech Republic is the region’s largest voluntary private
pensions market, with over 4.1 million participants and assets amounting to almost 7.4 billion euros – comparable in
assets with the mandatory pension market from Hungary.
Nevertheless, the Czech market (which does not have a
mandatory, 2nd pillar component) only lost 210 million
Euros in the first year of the crisis, compared to the losses
in the Hungarian mandatory pensions market, which were
7 times higher.
There are multiple explanations for this substantial difference. First of all, the Czech legislation makes it binding for
the funds to obtain positive annual returns – otherwise, the
pension companies must compensate the deficit from their
own sources. Although they got positive returns, the Czech
funds sustained relative losses of assets: the assets went up
at a slower rate than the volume of contributions brought
in the system – the difference being the 210 million Euros
in losses. Secondly, the Prague Stock Exchange lost only
18.7% during the reference period (compared to 38% on
the Polish one, and 30% on the Hungarian one). Thirdly, the
Czech funds are the most conservative in the region (which
is also determined by the legislative provision mentioned
in the first point), investing less in shares.
The exposure of the Czech funds on listed shares was only
7.1% by mid 2007 and 4.9% by mid this year, thus leading
to lower losses.

The other states: still in the red, but by less
The assessment indicates that all types of pension funds in
the region, either mandatory or optional, sustained losses
of assets as a result of the financial crunch. From the total
losses of 9 billion Euros, Poland lost 66.4%, Hungary 24.6%,
the Czech Republic 2.3%, and these three together sustained 93.3% of the regional losses. The rest of the funds,
from countries with far less developed private pension
markets, also suffered less losses.
The conclusion? The private pension funds throughout
the region were affected by the world’s financial crunch,
no country or financial market was spared the collapse of
stock exchanges. However, certain funds saw an investment opportunity in the crisis and were buyers of stocks,
while others avoided the stock exchanges and stayed away
from shares. Who was right? Only time and the much-expected comeback of the stock exchanges will tell.
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