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The world economy grew at  a sustained rate in 2004,  the highest rate over the
last  two decades.  The United States economy began to recover in 2003 and
this recovery has been sustained;  China and India repeated the bri l l iant  eco-
nomic results recorded in recent years.  Whereas,  the price of  crude oi l ,  and
the revaluation of  the Euro over the dol lar  have depressed the economic
recovery in many countr ies in Europe,  including I taly,  which has been espe-
cial ly  condit ioned by the very l imited growth in exports,  associated with the
loss of  competi t iveness of  our economy, and the dif f icult ies experienced by
government spending.

RESULTS FOR THE YEAR

The Italian insurance industry reported positive economic results, overall ,  in
2004 in a l imited growth scenario, chiefly due to the effect of an improvement in
the technical account result for the Non-Life classes and a favourable growth of
the Life insurance class portfolio. However, the annual growth rate of gross pre-
miums for the industry as a whole in 2004 was the lowest in the last ten years,
3.4% (10.2% in 2003); premiums increased by 2.2% in the Non-Life insurance
classes (4.5% in 2003) and by 4.1% in the Life insurance classes (13.8% in 2003).

The technical  account result  for  the Non-Life insurance classes increased
from Euro 2.4 bi l l ion in 2003 to Euro 2.9 bi l l ion in 2004;  the increased prof i ts
generated by investments (11.7%) and a growth in net  premiums (3.5%) higher
than the increase in the claims-related charges (1.9%) contr ibuted to this
result .  The technical  account result  increased from 7.6% in 2003 to 8.8% in
2004 in relat ion to the respective premiums.

The technical  account result  referred to the Li fe insurance classes was equal
to Euro 2.1 bi l l ion (Euro 1.7 bi l l ion in 2003) .  Prof i ts  generated by investments
increased by 27.1% compared with 2003,  whi le the increase in claims-related
charges (36.7%) was higher than the increase in net  premiums (5.1%).  The
technical  account result  relat ing to reserves,  increased from 0.65% in 2003 to
0.67% in 2004.

Operating expenses over premiums were equal to 23.2% in the Non-Life classes
and equal to 6.1% in the Life classes (23.0% and 6.1%, respectively,  in 2003).

The loss rat io ( the rat io between the claims-related charges and the respec-
t ive premiums) decreased from 73.7% in 2003 to 72.3% for  the Non-Li fe
classes,  whi le the combined rat io decreased from 96.7% to 95.5%.

The net income for the f inancial  year was equal  to Euro 5.3 bi l l ion (Euro 3.8
bi l l ion in 2003) ,  taking into account the essential  stabi l i ty  of  extraordinary
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income. The net prof i t  (ROE) over shareholders’  equity was equal  to 13.8%
compared with 10.6% in 2003.

The Report  i l lustrates a comparison of  the economic results achieved by
insurance companies in I taly,  France,  Germany and Spain obtained by pro-
cessing the information reported in the Income Statement from 1999 to 2003
stored in the Bureau van Di jk  ISIS databanks.  2003 marked an improvement in
prof i tabi l i ty  for  the insurance sectors of  al l  these countr ies compared with
previous year,  referred to both the Non-Life insurance classes and the Li fe
insurance classes.  In part icular,  the combined rat io decreased for the median
company in al l  the countr ies ( in 2003 this rat io was equal  to 95.5% in Spain,
97.8% in I taly,  98.3% in Germany and 99.0% in France),  due to the effect  of  a
decrease in the loss rat io.  The more favourable trend of  the f inancial  markets
contr ibuted to improving the prof i tabi l i ty  in the Li fe classes,  which was
ref lected in a high-growth rate for  the reserves of  the median insurance com-
pany (18.4% in I taly,  9 .1% in France,  8 .9% in Germany and 7.1% in Spain) .

FORECASTS FOR 2005

The economic dif f icult ies experienced by the I tal ian economy should be
ref lected in a l imited increase in the premiums income for the Non-Life
classes (3.6%).  The foregoing growth is  clearly inf luenced by the motor insur-
ance class which should increase by a l imited amount in 2005 (2.2%),  due to
the weak demand for cars and the increased rates which should be curbed,
despite the unfavourable trend in the technical  needs.

The uncerta int ies  regarding the t rend of  the economic s i tuat ion and the low
level  of  consumer conf idence should  condi t ion s igni f icant ly  the savings
trend of  I ta l ian households.  The cont inued increase in  the propensi ty  for
savings and the l imi ted growth in  real  estate  investments  should  contr ibute
to  improving the f inancia l  balance of  households.  Restructur ing the port fo l io
should  cont inue to  pr iv i lege low r isk  assets .  The premiums income achieved
by the L i fe  insurance classes in  th is  f ramework should  increase by approxi-
mately  7%.

NON-LIFE INSURANCE

I taly is  an under-insured country in the international  scenario.  The rat io
between Non-Life insurance premiums and the GDP was equal  to 2.62% in 2004
(2.63% in 2003) ,  approximately one percentage point  lower compared with the
principal  European countr ies.  The dif ference is  even greater when the com-
parison excludes motor insurance pol icies:  in I taly the impact on the GDP is
very close to 1%, whereas the impact is  more than double in the other pr inci-
pal  European countr ies.
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Part  of  the gap depends on the structure of  the I tal ian productive system,
concentrated on small  and medium-sized insurance companies which resort
more frequently to self- insurance as a result  of  the reduced organisat ional
complexity.

Another part  of  a gap arises from the disproport ionate structure of  our Wel-
fare system that  l imits the distr ibut ion of  market coverage as regards Health-
care,  protection of  the elderly,  natural  calamit ies and terrorism with the claim
of offer ing unl imited coverage with decreasing resources.

The Report  includes three in-depth analyses which focus on health insurance.
In the f irst  analysis,  based on a research project  performed by the OECD
(Organisat ion for  Economic Co-operat ion and Development)  i t  is  found that  the
demand for health insurance by I tal ian famil ies is  very l imited;  this demand is
equal  to 1% of  the total  healthcare expenditure,  compared with 12.7% in
France and 12.6% in Germany.  Then an analysis is  made of  the development of
healthcare insurance as a tool  to reduce publ ic expenditure for  healthcare
services and to promote individual  and effect ive choices;  in part icular,  a
schematic descript ion is  provided of  the interaction between publ ic health-
care services and the private healthcare and accident insurance sector in the
principal  industr ial ised countr ies,  as emerges from the study performed by the
OECD (Organisat ion for  Economic Co-Operat ion and Development) .

The second in-depth analysis describes how the change in the structure of Ital-
ian households has modified the demand for healthcare insurance and docu-
ments how the number of insured households between 1991 and 2002 has
increased from 0.9 mil l ion to 1.6 mil l ion (7.5% of the total number of households)
based on the data reported in the survey on Household Budgets performed by
the Bank of Italy.  Households with higher incomes tend to take out more insur-
ance and are resident in Central Italy and above all  in North Italy,  where the
head of the family has high academic qualif ications, is a Company Director or
an independent worker, is aged between 41 and 50 and, his f inancial portfolio
includes shares and Life insurance. If ,  on the one hand, the distribution of
insurance is fostered by the progressive increase in the level of education, on
the other hand, the relative demand decreases with the ageing population.

Final ly,  the third analysis documents the results of  a survey performed by the
Department of  Epidemiology of  the Rome E Local  Health Authori ty and by the
Publ ic Health Department of  the University of  Turin on behalf  of  ANIA.  The
project  detai ls  the methodology aspects of  how to measure correctly the prob-
abi l i ty  of  resort ing to Healthcare services in the case of  pat ients already suf-
fer ing from serious pathologies;  est imates the costs sustained by these
patients in hospital  faci l i t ies during the three years fol lowing the occurrence
of the pathology and compares these costs with the costs associated with a
“healthy” pat ient  of  the same age and sex;  f inal ly  a costs forecast model  is
est imated,  by considering the characterist ics of  the pat ient .

8 Italian insurance in 2004/2005

Executive summary



As regards the insurance of catastrophic r isks,  the Report documents how nat-
ural  calamit ies have caused material  claims in Italy estimated at approximately
Euro 32 bi l l ion between 1997 and 2003,  divided almost equally between hydro-
geological and seismic events.  Average annual claims were equal to approxi-
mately Euro 4.6 bi l l ion,  showing a signif icant t iming difference: 1997 was the
year with the highest losses,  total l ing Euro 11 bi l l ion,  whereas the natural  cat-
astrophic events generated claims amounting to only Euro 374 mil l ion in 2001.
At present,  the cost of  catastrophes is born entirely by the Government,  which
finances the event based on general  taxation.  The 2005 Financial  Law outl ines
a potential  new regulatory framework as regards the insurance cover of natu-
ral  catastrophes. The basic idea is that the Government gradually withdraws
from direct action in the case of a catastrophe, favouring recourse to individ-
ual insurance solutions,  however protecting low income property owners and
maintaining the role of the last appeal guarantor to ensure the system’s solv-
abil i ty.  The provisions of law are fair ly scant and it  is not yet clear i f  the imple-
mentation decrees wil l  actually be capable of launching a new system.

In other countr ies catastrophic type r isks are covered,  at  least  part ial ly  by the
insurance sector and,  sometimes,  the r isk is  then transferred to the interna-
t ional  f inancial  markets.  There were 59 issues of  cat  bonds on the world mar-
ket  between 1997 and 2004,  according to a study by Guy Carpenter and MMC
Securit ies,  of  which 25 were by insurance companies,  31 by re-insurance com-
panies and 3 by companies outside the insurance sector.

The Report  also describes a specif ic in-depth analysis on the operat ional  r isks
of banks,  namely the potential  losses that  banks may suffer due to problems
related to IT security,  the possibi l i ty  of  human errors in the processes,  legal
r isks,  fraud and inf idel i ty.  According to the new regulat ions issued by the
Committee of  Basel ,  banks must hold a capital  provision in relat ion to this type
of r isk,  which in given circumstances can be reduced i f  the bank takes out
insurance cover.  Further in-depth analyses refer to the r isks associated with
Directors’  l iabi l i ty  and agriculture.

MOTOR INSURANCE

2004 has been a year in which the rates remained virtual ly  unchanged,  also
due to the ful l  impact of  the posit ive effects generated by the agreement Pro-
tocol  entered into among ANIA, the Government and the majori ty  of  the Con-
sumer Associat ions and signed in May 2003 and by the insurance companies
achieving a technical  balance in this insurance class.  The I tal ian National
Stat ist ics Inst i tute ( ISTAT) index relat ing to motor insurance prices increased
by 0.9% in 2004 compared with a general  rate of  inf lat ion of  2 .2%.

In Apri l  2005,  the rate of  growth of  the motor insurance prices index over
twelve months was equal  to 0.9%, according to the latest  data avai lable from
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ISTAT, compared with 1.9% for the general  pr ices index.  The ISTAT insurance
prices index has increased by only 1.7% from the date the Protocol  was signed
to today,  representing a period of  almost two years,  compared with a 3.9%
increase in inf lat ion.

The Report  i l lustrates two in-depth analyses on motor insurance prices.  The
first  survey analyses the pricing dynamics over the long-term (1970-2004)  and
is based on the premiums volume growth rate indicator,  net  of  the increase in
the number of  vehicles in circulat ion.  This indicator makes i t  possible to cal-
culate that  motor insurance premiums have increased by 59.7%, in the eight
years between 1995 and 2002,  namely by 6% per annum, which compares with
a 2.8% annual  rate of  inf lat ion and is  the most correct approach from the
methodological  point  of  v iew to analyse the pricing trend in a compulsory
insurance regime.  This high increase in premiums has enabled insurance
companies  to  re-establ ish  the necessary  economic balance,  which was
already compromised by the major deteriorat ion of  the loss rat io start ing from
the mid-80s ( the loss rat io is the factor that  measures the part  of  the premiums
income used to cover the cost  of  claims) and the signif icant decrease in the
contr ibut ion made by the reserves f inancial  management.

The second in-depth analysis shows the results of  a quarterly survey on the
evolut ion of  motor insurance premiums,  which is  based on the publ ic informa-
t ion inferred from the Internet web si tes of  insurance companies.  The survey
demonstrates the existence of  a wide-ranging offer by insurance companies:
in part icular,  with reference to the various prof i les of  the insured and in al l  of
the 20 regional  capitals analysed,  the rat io between the maximum and the min-
imum premium was always between 2 and 3:  this confirms that  there are ample
margins for  savings to  be achieved by motor ists  that  pay h igher  premiums.

A further in-depth survey presented in the Report  detai ls  an analysis of  the
trend in the frequency of  claims and their  average cost .  In part icular,  the data
relat ing to 2004 indicates that  the average cost  increased by 4.2% compared
with 2003 ( from Euro 3,805 to Euro 3,965)  against  a l imited reduction in the
number of  claims (-2.1% compared with 2003,  decreasing from 8.63% to 8.45%).

Therefore,  i t  is  important to continue the act ion of  curbing the cost  of  claims.
The Report  describes the ini t iat ives implemented by the Road Safety Founda-
t ion,  as wel l  as the experiments with new technological  devices ( including the
clear box)  which could favour a decrease in the number of  accidents.  A num-
ber of  considerat ions are also described regarding the problem of  assessing
the biological  injury,  in the case of  degrees of  inval idi ty  exceeding 9 points.
Final ly,  a detai led review is reported on the problems associated with the pos-
sibi l i ty  of  applying a compensation system based entirely on direct  indemnif i-
cat ion in the framework of  the third-party motor l iabi l i ty  scheme, which is  able
to decrease the cost  of  insurance and increase the qual i ty  of  the service
offered to the insured.
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LIFE INSURANCE

The income avai lable to households increased by 4.1% in 2004,  in nominal
terms and by 1.8% in real  terms (1.6% in 2003) .  The rate of  savings by house-
holds in 2004 was equal  to 13.6% of  the avai lable income, more than one half
percentage point  higher than the previous year:  therefore,  the f inancial  sav-
ings by households,  def ined as the dif ference between the gross f low of
assets and l iabi l i t ies increased by 7.1%.

Households channel led 32.8% of  the gross f low of  f inancial  assets into Li fe
insurance products (39.6% in 2003) .  The demand for long-term Ital ian securi-
t ies remained stable,  equal  to 32.3% of  the gross f low (27.1% in 2003) .
Households purchased short-term Ital ian securit ies total l ing Euro 6 bi l l ion in
2004,  fol lowing signif icant divestments in 2003,  whereas households sold quo-
tas in I tal ian foreign investment funds total l ing Euro 7.5 bi l l ion,  after  net  pur-
chases total l ing Euro 19.8 bi l l ion in 2003.

Li fe insurance pol icies represented 9.8% of  the portfol io held by I tal ian house-
holds at  the end of  2004 (9.3% in 2003 ) ,  while quotas in investment funds rep-
resented 10.8% (9.6% only for  I tal ian investment funds) .  The revaluation of
share prices in 2004 caused the proport ion of  shares held to increase (from
22.4% in 2003 to 24.1% in 2004) ,  despite the net  disinvestment.  The quotas of
bi l ls  and deposits (16.2% in 2004)  and long-term Ital ian securit ies (18.9%)
remain essential ly  stable.

The aggregate volume of  direct  L i fe insurance premiums,  equal  to Euro 65,627
mil l ion in 2004,  increased by 4.5% compared with 2003.  The increase in premi-
ums of  tradit ional  insurance pol icies (class I  and class V) ,  characterised by
guarantees of  minimum performance,  more than compensated the decrease in
premiums relat ing to l inked-type products.  The mathematical  reserves,  equal
to Euro 310,327 mil l ion,  increased by 14.6%, representing a 23.0% impact on
the GDP (20.8% in 2003) .

The Return on Equity ,  defined as the rat io between the prof i ts  for  the f inancial
year after  tax and own capital ,  equal led 11.6% in 2004 (9.6% in 2003) .  Again in
2004 the rat io between the overal l  technical  account result  and the technical
reserves (an indicator analogous to the indicator commonly adopted in the
managed assets industry,  which uses the series of  funds invested on behalf  of
subscribers as a denominator)  was equal  to 64 basis points,  decreasing by 4
basis points compared with 2003.

The value generated by new business,  approximately equivalent  to the New
Business Margin def ined as the rat io between the est imate of  the current
value of  future prof i ts  expected from new business produced during the year,
net  of  the cost  of  capital ,  and a standardised measure of  the new business
premiums (equal  to the sum of  the annual  premiums and the rat io between the
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single premiums and the number of  years durat ion of  the contracts)  can be
estimated at  29.1% based on the data of  a sample of  l isted companies (27.5%
in 2003) ,  on the basis of  the data publ ished by a number of  l isted companies.

The Ital ian Supervisory Body for Private Insurance Companies ( ISVAP),  after  a
stage of  publ ic consultat ion,  publ ished Circular 551/D on 1st  March 2005 dis-
cipl ining the transparency provisions concerning Li fe insurance contracts,
imposing r igorous transparency standards for  Li fe insurance products.  In
addit ion to laying down the obl igat ions relat ing to the form and content of  the
pre-contractual  information document,  the Circular also includes important
rules regarding the offer and management act iv i t ies relat ing to the products.
The introduction of  a summary data sheet is  of  part icular importance,  and is
designed to inform the cl ient  in a simple and immediate way regarding the
principal  characterist ics of  the contract.  The data sheet,  in addit ion to the
historical  return data,  also includes the “average annual  percentage cost”
indicator,  calculated using the reduction in yield technique, which highl ights
the amount by which the hypothetical  return decreases each year due to the
costs burdening the contract.

The Report  also i l lustrates the classif icat ion methodology proposed by ANIA
referred to the internal  investment funds to which the unit- l inked insurance
pol icies are l inked.  The classif icat ion of  the insurance investment funds was
determined by def ining f ive macro-categories in which to include the insur-
ance investment funds in quest ion:  share funds,  balanced funds,  bonded
funds,  l iquid assets funds and f lexible funds.  The classif icat ion is  designed to
faci l i tate the identi f icat ion of  the principal  features of  the fund and to provide
the cl ient  with an indicator of  the investment services offered by the manage-
ment schemes of  the various insurance funds.

THE REGULATORY SCENARIO

2004 and the early months of  2005 were characterised by an important regula-
tory and discipl inary impact regarding the international  accounting standards.
The fo l lowing two account ing standards:  IAS 39 “Financial  instruments :
recognit ion and valuat ion” and IFRS 4 “Insurance contracts” were approved
by the European Commission at  the end of  2004;  these standards include the
chief  innovations introduced by the new international  accounting standards
and are very important for  the insurance sector,  involving more than 90% of
the values disclosed in the Financial  Statements.

The obl igat ion of  preparing and presenting consol idated Financial  Statements
drawn up in compliance with the IAS becomes appl icable for  al l  insurance
companies from 2005,  also for  the unl isted companies,  and from 2006 in the
case of  l isted companies which only draw up the Financial  Statements for  the
period.  The I tal ian legislator,  consistent  with the provisions issued in the prin-
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cipal  European countr ies,  has not  establ ished either the obl igat ion or the
option for  insurance companies to draw up the individual  F inancial  Statements
for the accounting period in compliance with the new accounting standards.

Migrat ion to the international  accounting standards by companies required to
adopt such accounting standards wil l  apply during 2005 in a gradual  and dif-
ferentiated form. In part icular,  the I tal ian Companies and Stock Exchange
Commission (CONSOB) has granted l isted companies the r ight  to draw up the
f irst  and second 2005 quarterly report  and the 2005 half-yearly report ,  in  com-
pl iance with the old accounting standards.  However,  a reconci l iat ion table is
required to be presented for the values reported with the values obtained by
implementing the IAS,  at  the date of  the half-yearly report .  The Financial
Statements are to be drawn up in compliance with the new accounting stan-
dards from the third quarterly report  onwards.

Therefore,  the insurance sector is  committed to putt ing into place a series of
actions to adapt the internal  procedures and the IT systems to produce infor-
mat ion  that  compl ies  wi th  the  account ing  s tandards  which  have  been
approved recently and change continuously.  In addit ion to the operat ional
aspects i t  is  necessary to address aspects of  strategic importance,  with an
innovative spir i t .  In fact ,  as is  known to many,  assets wil l  be valued at  the fair
value,  whereas the reserves relat ing to insurance contracts wil l  be valued at
cost .  These dif ferent valuat ion methods may generate an art i f icial  volat i l i ty  in
the economic results of  insurance companies.  Many bel ieve that  re-engi-
neered products and a more prudent approach in f inancial  investments may be
the outcome; the capacity for  dialogue and comparison with the analysts and
the f inancial  market wi l l  certainly acquire strategic importance.

In the case of insurance companies, the regulatory scenario wil l  be subject to
signif icant changes in the future. First of al l ,  the IASB could present the new
version of the fair value option of IAS 39 and this could be approved by the
European commission already during 2005. But,  above all  of the IASB has imple-
mented the preparatory work for the new IFRS 4 (so-called Stage Il)  which wil l
deal with complex topics, such as the valuation of l iabil i t ies generated by insur-
ance contracts. The Report presents an in-depth analysis on this topic.

A descript ion is  provided later of  the methods with which the European and
the I tal ian insurance sectors are addressing the “Solvency I I”  project ,  which
has entered a crucial  stage in recent months after a preparatory study period
and a general  def ini t ion of  the problems.  In fact ,  the European commission
presented the general  plan (“Roadmap”) last  July to carry out  the work in the
project ’s second stage and submitted three series of  ‘Cal ls  for  Advice’  to the
Committee of  European Insurance and Occupational  Pensions Supervisors
(CEIOPS),  to be completed within February 2006,  which basical ly  cover al l  the
essential  aspects of  the future regime.  The Commission wil l  draw up a “frame-
work direct ive” proposal  within the end of  2006.
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The law incorporat ing the “Regulat ions discipl ining pension-related aspects
and delegations to the Government in the publ ic Social  Security sector,  to
support  complementary Social  Security and stable occupation and to restruc-
ture compulsory Social  Security and Welfare inst i tut ions”,  approved last  23rd
August,  came into force on 6th October 2004.  At  present,  the Government has
only implemented a number of  provisions relat ing to publ ic Social  Security;
the Government has st i l l  to issue the implementing decrees which relate to
complementary Social  Security schemes.  In part icular,  the decrees relat ing to
the conferment of  the employee severance indemnity (TFR) and the employer’s
contr ibut ions to pension schemes via the si lence-consent mechanism, the
portabi l i ty  of  accumulated quotas and increased tax incentives have not yet
been approved.

During the debate on the delegated decrees,  ANIA shared the importance
stressed by various part ies,  of  drawing up common rules relat ing to the com-
parabi l i ty,  transparency and portabi l i ty  of  al l  the complementary,  col lect ive
and individual  forms of  pension schemes.  In this framework,  ANIA strongly
reproposed the need to remove the prohibit ion that  exists today for  pension
funds to be able to invest  their  resources or port ions of  their  resources in
class I  and class V insurance management arrangements.  These management
arrangements,  which have genuinely dist inct ive characterist ics and offer a
minimum guaranteed return,  could favour an extension of  the number of  par-
t icipants in complementary Social  Security schemes,  part icipants that  are
currently reluctant to invest  in funds for  the fear of  losing the principal
account.  The Report  also includes an analysis of  the return of  the separate
management arrangements,  which has always been dist inct ly  higher than the
return on Government securit ies,  the employee severance indemnity (TFR)
remunerat ion rate and the long-term rate of  inf lat ion.  Furthermore,  the invest-
ment strategy in revaluable pol icies between 1981 and 2004 was found prefer-
able compared to invest ing in shares,  after  having veri f ied the r isk and the
return.

Final ly,  two notes describe,  respectively,  recent measures relat ing to taxat ion
aspects and the approval  procedure of  the new private insurance Code,
approved in a prel iminary form by the Counci l  of  Ministers last  July and which
should be passed within next  summer.
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Evolution and prospects of the economic situation
THE REAL ECONOMY

The international macro-economic scenario
The growth of the world’s economy accelerated in 2004. The GDP recorded a 5.1%
increase, despite the downturn in the second half of the year due to the effects
of the crude oil price increase. Growth continued to be very unbalanced among
the various countries and significantly dependent on the expansion of the Ameri-
can economy and the economy of a number of Asian countries, in particular China
and India. World trade increased by 10%, the highest rate over the last decade.

The decreasing driving force of the fiscal policy on consumptions in the United
States was balanced by a strong recovery of investments in machinery and plants,
favoured by the profitability of companies and by still favourable credit condi-
tions. The GDP recorded a 4.4% growth, almost one and one half point higher com-
pared with 2003 (table 1). The Japanese economy grew by 2.6%, almost twice the
level of the previous year: however, the sudden drop in domestic demand
recorded in the second half of the year and in the early months of 2005 raises seri-
ous doubts regarding the sustainability of the Japanese economic recovery.

The Euro-area’s economy continued i ts  disappoint ing performance:  the growth
of the GDP fai led to exceed 2.0%. The persistent  weakness of  internal  demand
combined with a virtual ly  zero contr ibut ion from net exports,  was signif icantly
penal ised by the strong appreciat ion of  the Euro.  The continued dif f icult ies
experienced by the economy have caused a number of  countr ies in the Euro-
area to exceed the publ ic spending restraints imposed by the Stabi l i ty  and
Growth Pact,  the condit ions of  which have been made less restr ict ive.  The
United Kingdom achieved a 3.1% growth among al l  the European Union mem-
ber countr ies,  whi le the economies of  the new member countr ies of  Central
and Eastern Europe grew by 6.1%, overal l .

GDP Private P.A. Investments Aggregate Net
Consumptions Expenditure National Exports

Demand

United States

2003 3.0 3.3 2.8 5.1 3.3 -0.4

2004 4.4 3.8 2.1 10.2 4.8 -0.6

Japan

2003 1.4 0.2 1.2 0.9 0.7 0.6

2004 2.6 1.5 2.6 1.8 1.9 0.8

Euro-Area

2003 0.5 1.0 1.6 -0.5 1.2 -6.0

2004 2.0 1.2 1.6 1.3 2.0 0.1

United Kingdom

2003 2.2 2.3 3.5 2.2 2.5 -0.3

2004 3.1 3.1 3.6 5.9 3.7 -0.9

TABLE 1
MAIN INDUSTRIALISED COUNTRIES’
ECONOMIC INDICATORS
Annual  changes (%)

Source:  Eurostat  and Nat ional  Off ic ia l  Stat ist ics
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The data referr ing to China,  recording a 9.5% growth and the data relat ing to
India (7.3%),  standout among the emerging countr ies,  whi le i t  is  important to
underl ine the signif icant growth achieved by the Brazi l ian economy in Lat in
America;  the zero growth recorded in 2003 has increased to 5.2% (table 2) .

The s igni f icant  asymmetry in  the rate of  growth among the var ious regions
has intensi f ied the imbalances among the trade balances.  The def ic i t  in  the
United States current  t ransact ions has reached 5.7% of  the GDP,  with a
st rong domest ic  demand which  more  than compensated  the  ef fects  on
exports  of  the depreciated dol lar.  Consequent ly,  the trade surplus of  the
Asian countr ies has increased.  The record level  of  the United States def ic i t
cont inues to be a cause of  great  concern,  part icular ly  with reference to the
possibi l i ty  that  foreign investors f inance the def ic i t .  These concerns have
been translated into a weakening of  the United States currency.  The dol lar
has depreciated by almost  2% from 1st  January 2004 to mid-May last :  af ter  a
modest  appreciat ion against  the Euro dur ing the f i rst  hal f  of  the previous
year,  the United States currency lost  ground constant ly  up to March to then
achieve a s l ight  recovery.  The loss recorded against  the pound ster l ing was
more consistent  (around 5%),  whi le  the rat io  with the Japanese yen remained
essent ial ly  stable,  a lbei t  with f luctuat ions ( f igure 1) .  The depreciat ion of  the
dol lar  has had a s igni f icant  impact  on the pr icing competi t iveness of  the
Euro-area:  the actual  rate of  exchange of  the Euro (namely,  weighted for  the
geographical  d istr ibut ion of  exports)  has appreciated by approximately  10%
from the beginning of  2003.

2004 was characterised by the signif icant growth in the price of  crude oi l .  The
price per barrel  was equal  to US dol lars 30 at  the beginning as 2004,  and
exceeded US dol lars 53 by mid-March,  to then drop to US dol lars 47 by mid-
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TABLE 2
MAIN DEVELOPING COUNTRIES’

ECONOMIC INDICATORS

GDP Inflation Current Items
(Annual (as % of GDP)

Changes %)

China
2003 9.3 1.2 3.2
2004 9.5 3.9 4.2

India
2003 7.5 3.8 1.2
2004 7.3 3.8 0.3

Russia
2003 7.3 13.7 8.2
2004 7.1 10.9 10.2

Brazil
2003 0.5 14.8 0.8
2004 5.2 6.6 1.9

Source:  Internat ional  Monetary  Fund
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May. The price of  crude oi l  wi l l  decrease very slowly according to the indica-
t ions provided by the forward contracts.  The strong demand of  the emerging
countr ies,  characterised by the high energy intensive production systems,
contr ibuted to push the price of  crude oi l  up.  There was a consistent  increase
in the price of  raw materials concurrent with the increase in crude oi l  pr ice:
Moody’s index increased 14% from January 2004 ( f igure 2) .

The Italian economy

The Ital ian economy continued to grow more slowly compared in 2004 with the
European average:  the GPD increased by 1.2%. The bui lding sector and the
services sector recorded higher growth rates,  whereas the GDP continued to
stagnate in the manufacturing sector:  industr ial  production dropped in 2004
for the fourth consecutive year,  above al l  involving non-durable and capital
goods.

Investments increased by 2.1% after the downturn recorded in 2003:  the sig-
nif icant increase of  investments in real  estate (3.1%) was driven by the par-
t icularly favourable condit ions for  the cost  of  mortgages,  which in turn tr ig-
gered an upturn in the prices of  real  estate property.  The slower accumulat ion
of machinery (2.4%) was impacted by the st i l l  ample margin of  untapped pro-
ductive capacity.  The weak dynamics for  investments was also inf luenced by
the st i l l  low prof i tabi l i ty  level  of  enterprises.

Consumptions by households increased 1%: a l imited increase in avai lable
income and wealth was offset  by a deteriorat ion in the cl imate of  confidence.
The gross debt of  households continued to increase,  fanned chief ly  by the
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expansion in real  estate mortgages favoured by very attract ive credit  condi-
t ions.  Bank loans to households increased by 15.8%, also thanks to a signif i-
cant increase in consumer credit  (+16.3% in 2004)  supported by very aggres-
sive offer strategies adopted by brokers.

I t a l i a n  e x p o r t s  ( + 3 . 2 % )  b e n e f i t e d  t o  a  l e s s e r  d e g r e e  f r o m  t h e  s t r o n g
increase  in  wor ld  t rade  compared  to  the  o ther  European countr ies  o f  the
Euro-area :  I ta ly ’s  share  in  the  wor ld  market  therefore  dropped fur ther  in
2004 ,  fo l lowing  the  loss  in  cost  compet i t i veness ,  ch ie f ly  due  to  lower  pro-
duct iv i ty  compared  to  the  product iv i ty  o f  the  o ther  countr ies .  The  apprec i -
a t ion  o f  the  Euro  contr ibuted  to  the  upturn  in  impor ts ,  which  increased by
2 .5%;  in  par t icu lar,  impor ts  f rom countr ies  outs ide  the  Euro-area  increased
by  a lmost  5%.

The level  of  confidence of  households and enterprises remained at  historical ly
very low levels in May 2005 ( f igure 3) ,  approximately 15% lower compared with
the beginning of  2001.  The two indices had a mirror- l ike evolut ion in 2004.  The
confidence of  enterprises increased rapidly in the early months of  the year,  to
then deteriorate,  whi le the confidence of  consumers was depressed in the
f irst  half  of  2004 recovering sl ight ly  later.

The appreciat ion of  the Euro and a si tuat ion where demand is  st i l l  weak have
contr ibuted to containing inf lat ion (2.2% in 2004) .  The impact of  the price of
crude oi l  st i l l  appears to be very l imited for  the t ime being:  the trend in the
rate of  growth was equal  to 1.9% in Apri l .  A signif icant drop in the cost  of
goods with a high technological  content (-23% for mobi le telephones) and a
modest increase in the cost  of  foodstuffs was recorded in 2004.
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TABLE 3
GDP AND AGGREGATE DEMAND.

ANNUAL CHANGES (%) AND CONTRIBUTIONS
TO THE INCREASE

Contribution to the
2003 2004 increase 2004

GDP 0.3 1.2 –
Internal demand 1.2 1.0 1.0
of which:

Investments -1.8 2.1 0.4
Private consumptions 1.4 1.0 0.6
Public consumptions 2.3 0.7 0.1
Variation of the supplyes 0.3 -0.1 -0.1

Exports -1.9 3.2 0.9

Imports 1.3 2.5 -0.7

Source:  ISTAT
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Although decreasing,  the rate of  inf lat ion for  services was higher than the
rate of  inf lat ion for  goods (2.3% and 3.4%, respectively) .  The price of  insur-
ance services increased by 1%.

The growth of the GDP was lower than the growth foreseen init ial ly,  and cre-
ated serious diff icult ies in achieving public spending objectives. There was a
decrease in revenues (0.8% of the GDP), against a decrease in current expendi-
ture (0.7% of the GDP), arising from the signif icant decrease in revenues gen-
erated by tax amnesties. According to the data published by ISTAT on 24th May
2005, net indebtedness equalled 3.2% of the GDP, the same level as in 2003.

THE FINANCIAL MARKETS

Yields of  Government securit ies

The posit ive trend in the growth of  the economy and the r isk of  an increase in
inf lat ion induced the American Federal  Reserve to increase the interest  rates
regularly:  the object ive rate increased from 1% to 3% between May 2004 and
May 2005.  The long-term interest  rates reacted very slowly,  causing the yield
curve to f latten out .  The spread between the 10-year rate and the rate on the
Fed Funds exceeded 320 basis points at  the beginning of  2004 and decreased
to 120 by mid-May 2005.  The exceptional ly  low level  of  real  interest  rates,
which st imulated the mortgage loan market,  contr ibut ing to strengthen the
rise in real  estate property pr ices,  on the one hand is  due to the prospects of

TABLE 4
ITALIAN CONSUMER PRICES

Source:  ISTAT

Change Change Weights Contribution to
(%) (%) (%) average

(2003) (2004) (2003) inflation (2004)

GENERAL INDEX 2.7 2.2 100 –
Non-regulated goods
and services 2.8 2.3 82.6 2.3
Fresh food 4.2 2.0 6.9 0.3
Processed food 2.4 2.3 9.8 0.2
Non-food and
non-energy goods 1.9 0.8 31.9 0.6
Non-regulated services 3.5 3.4 30.3 1.1
of which: Insurance services 5.0 1.0 0.4 –
Non-regulated energy services 2.3 5.8 3.1 0.1
Regulated goods and
services 2.2 1.9 18.0 0.4
Pharmaceuticals -3.8 -1.0 2.9 -0.1
Tobacco 8.3 9.8 1.9 0.2
Rents 2.8 2.8 3.1 0.1
Tariffs 2.7 -1.2 10.0 0.3
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l imited inf lat ion and on the other hand to a restructuring of  nat ional  and for-
eign investors’  portfol io,  which privi leged publ ic bonds,  consequently reduc-
ing the yields.

The Central  European Bank did not  change the off icial  rates after the down-
turn in June 2003,  in view of  the weak growth performance and the l imited r isk
of  inf lat ion:  the short-term rate was left  unchanged at  2%, the rate on deposits
remained at  1% and the marginal  ref inancing rate remained at  3%. The 3-
month Euribor (Euro Interbank Offered Rate)  and the Eonia (Euro Overnight
Index Average) f luctuate sl ight ly  above 2%.

The disappoint ing prospects for  the economic act ivi t ies and the portfol io
restructur ing pol ic ies s imi lar  to  the solut ions adopted in  the USA have
depressed the yields of  publ ic securit ies.  The rate on the 10-year Bund was
equal  to 3.3% in mid-May,  almost one percentage point  less compared with the
beginning  of  2004 .  The long- term Japanese rates  were  around 1 .3%,  a
decrease compared with the 1.8% peaks in the summer of  2004.

After a sl ight  upturn in late spring 2004,  the yield of  the 10-year I tal ian Gov-
ernment securit ies decreased constantly up to the end of  the year,  in the wake
of reduced growth forecasts for  the I tal ian economy and the downward trend
in inf lat ion.  The rate was equal  to 3.5% by mid-May,  after  a sl ight  recovery at
the beginning of  the year ( f igure 4) .

The consistent  trend of  rates within the Euro-area produced a spread on 10-
year bonds which remained essential ly  unchanged compared with the German
Bunds.  The dif ferential  remained below 20 basis points,  with minimum f luctu-
at ions.  The dif ferential  compared with the United States securit ies became
negative by more than 70 basis points ( f igure 5) .
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Evolution and prospects of the economic situation

Corporate bonds

The net issues of  pr ivate I tal ian bonds increased by 20% in 2004 compared
with 2003.  The net issues by private banks increased by 34%, the increase for
non-f inancial  enterprises (which increased from Euro -1 bi l l ion to Euro 10 bi l-
l ion in 2004)  was the result  of  a l imited number of  high-value deals completed
by services companies.

The posit ive trend of  issues was favoured by an extremely l imited yield dif fer-
ential  for  pr ivate bonds compared with Government securit ies.  The spread in
the aggregate corporate sector in the Euro-area at  the end of  February 2005
was equal  to 36 basis points,  thanks to very l imited insolvency rates and mon-
etary condit ions ref lect ing extensive l iquidity,  and represented the lowest
value since 1999 (53 basis points at  the beginning of  2004)  ( f igure 6) .

An increase in the spread was recorded from March,  due to a lack of  confi-
dence caused by the economic si tuat ion and the downgrading of  two major
American companies operat ing in the automotive sector.  In mid-May the
spread for the aggregate corporate sector was in the range of  60 basis points;
in part icular,  the spread exceeded 80 basis points for  the non-f inancial  enter-
prises sector and two percentage points for  the automotive sector.  The
increase was more l imited in the insurance sector,  which resorts to this mar-
ket  chief ly  for  acquisi t ion and recapital isat ion deals:  by mid-May the spread
was equal  to the posit ion appl icable to the aggregate corporate sector (60
basis points)  which reported lower values from the beginning of  2004 com-
pared with the insurance sector.
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Evolution and prospects of the economic situation

The Shares markets

The recovery of  share prices recorded in 2003 continued in 2004,  part icularly
during the second half  of  the year,  and in the early months of  2005;  the exten-
sive l iquidity generated by more than three years of  expansionist  monetary
pol icy and the general  sol id level  of  l iquidity of  enterprises contr ibuted to this
scenario.  Share prices increased by 25% in the Euro-area,  by almost 15% in
Japan and in the United Kingdom, by 10% in the United States ( f igure 7)
between the beginning of  2004 and mid-March 2005.  Share prices recorded a
decrease in al l  areas between mid-March and May last ,  coinciding with the
decrease in the growth prospects for  the global  economy, returning the Stock
Market values to the levels recorded at  the beginning of  2005.
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Evolution and prospects of the economic situation
The growth of  the I tal ian Stock Market (23%) between the beginning of  2004
and mid-May last ,  greatly exceeded the growth reported in France (15%) and
in Germany (6%) ( f igure 8) .

The Gordon formula provides a useful  tool  to assess and put into perspective
the value of  share prices.  I t  is  assumed that  the long-term rat io between prof-
i ts  and share prices is  equal  to the long-term real  interest  rate for  a r isk-free
security,  from which the expected growth in prof i ts  is  subtracted and a r isk
premium is added.  The level  of  the r isk premium can be est imated start ing
from the data observed for the prof i t /capital isat ion rat io,  approximating the
real  interest  rate to the yield of  10-year Government securit ies,  less the rate
of inf lat ion foreseen by Consensus,  and approximating the expected growth in
prof i ts  to the economy’s potential  rate of  growth.

By mid-May last  the values of  I tal ian shares were consistent  with a 3.5% r isk
premium, a value only sl ight ly  higher than the 3% long-term average,  which
indicates a sl ight  under-valuat ion,  and practical ly  unchanged compared with
May last  year:  the outstanding growth of  dividends distr ibuted to sharehold-
ers,  dr iven by the bri l l iant  results achieved by l isted companies,  compensated
the signif icant increase in share prices (15%) and the reduced est imated eco-
nomic growth prospects.  In France,  the r isk premium was equal  to 4.5% in May
(4% one year earl ier) ,  also due to the considerable increase in dividends,
which even exceeded the signif icant increase in share prices.  Germany was
an exception to this trend,  where dividends were general ly  lower compared
with the level  of  capital isat ion,  the values and the trends in the other coun-
tr ies were consistent  with the 3% value ( f igure 9) .
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Evolution and prospects of the economic situation

Trends for insurance companies l isted on the Stock Market

The h igh  growth of  the  I ta l ian  Stock  Market  was dr iven by  the  secur i t ies  of
non-f inancia l  serv ices  companies ,  inc lud ing te lecommunicat ions ,  media  and
electr ic i ty.  The secur i t ies  of  the  banking sector  recovered rapid ly,  a f ter
hav ing suf fered the  instabi l i ty  generated by  the  Parmalat  s i tuat ion  at  the
beginning of  2004 ,  based on the  pos i t ive  out look  for  prof i tab i l i ty.  The per-
formance achieved by  the  insurance sector  was in  l ine  wi th  the  per form-
ance of  the  genera l  market  up  to  mid-March last ;  a f ter  which,  insurance
pr ices  recorded a  downturn  that  was more marked compared wi th  the  gen-
era l  index  ( f igure  10) .
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Evolution and prospects of the economic situation
The growth of  the insurance index in I taly was equal  to 17% from the begin-
ning of  2004 to mid-May last ,  a value that  is  s l ight ly  lower compared with the
French insurance sector.  The values decreased sl ight ly  in the United Kingdom
and in the United States during the same period,  where they were inf luenced
by the negative effects induced by a legal  inquiry to invest igate the leading
enterprise of  the sector.  In Germany,  the disappoint ing results of  the sector
had a negative inf luence on the values up to last  November;  the values recov-
ered later,  also due to the posit ive results achieved by a major group with
ramif icat ions in the banking sector ( f igure 11) .
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The number  o f  companies  wi th  regis tered  o f f ices  in  I ta ly
decreased,  also due to the mergers that  took place during the
year.  On the contrary,  the number of  foreign representations
operating in Life and Non-Life classes is increasing.

OPERATING INSURANCE COMPANIES

As at  30 Apri l  2005,  244 insurance companies were operat ing (248 as at  30
Apri l  last  year) ,  of  which 179 were insurance companies with registered off ice
in I taly (188 as at  30 Apri l  last  year)  and 65 were branch off ices of  foreign
insurance companies (60 as at  30 Apri l  last  year) ,  mainly from European Union
members (60) .
93 insurance companies write only Li fe insurance business (of  which 17 are
foreign branch off ices)  and 122 companies only write Non-Life business (of
which 41 are foreign branch off ices) ;  20 companies write both Li fe and Non-
Life business;  9  companies write only reinsurance business (of  which 6 are
foreign branch off ices) .
191 insurance companies are ANIA members (of  which 12 are corresponding
members) :  these insurance companies represent more than 91% of  the premi-
ums of  the ent ire market.
Considering the legal  status of  the 179 companies that  have legal  off ices in
Italy,  175 are joint  stock companies,  3  are mutual  companies and one is  a co-
operat ive company.

NUMBER OF COMPANIES IN E.U.  COUNTRIES
Data as at  31 december

1999 2000 2001 2002 2003

Austria 77 77 73 72 71
Belgium 222 210 204 201 200
Denmark 263 249 240 240 240
Finland 65 65 69 68 67
France 525 527 504 495 490
Germany 725 706 694 703 703
Greece 114 110 107 102 99
Ireland 183 191 196 196 199
Italy 250 252 256 254 249
Luxembourg 94 93 93 95 95
The Netherlands 517 482 472 453 440
Portugal 92 88 84 83 77
United Kingdom 829 822 808 806 806
Spain 370 354 342 334 330 
Sweden 473 482 461 448 440

Total 4,799 4,708 4,603 4,550 4,506

Source:  CEA

PREMIUMS PER COMPANY IN E.U.  COUNTRIES
Euro mi l l ion

1999 2000 2001 2002 2003

Austria 142 152 171 177 185
Belgium 76 95 100 111 129
Denmark 40 46 53 58 63
Finland 160 181 171 180 189
France 217 249 254 267 290
Germany 176 187 196 201 209
Greece 21 23 25 28 33
Ireland 37 44 54 57 60
Italy 247 268 298 345 390
Luxembourg 61 74 68 68 77
The Netherlands 69 82 92 97 105
Portugal 73 80 95 101 123
United Kingdom 243 301 290 296 256
Spain 87 115 123 144 126
Sweden 33 39 38 38 44

Total 137 161 166 176 177

Source:  CEA

NUMBER OF COMPANIES BY JURIDICAL NATURE

LIFE NON-LIFE MULTI PROFESSIONAL TOTAL
BRANCHES REINSURERS COMPANIES

Situation as at April 30, 2004
Limited companies 81 83 17 3 184
Cooperatives – – 1 – 1
Mutuals – 2 1 – 3
Domestic companies 81 85 19 3 188
Foreign branches 14 38 1 7 60
in E.U. countries 14 36 1 6 57
Total companies 95 123 20 10 248

Situation as at April 30, 2005
Limited companies 76 79 17 3 175
Cooperatives – – 1 – 1
Mutuals – 2 1 – 3
Domestic companies 76 81 19 3 179
Foreign branches 17 41 1 6 65
in E.U. countries 16 38 1 5 60
Total companies 93 122 20 9 244



In 2004 I talian insurance companies’  technical account results on the whole
have been positive,  mainly thanks to an improvement in technical account
results for  the Non-Life classes and to a positive development of  the Life
portfolio.

INCOME STATEMENT

1998 1999 2000 2001 2002 2003 2004

Technical account of Non-Life and Life classes (*)

Written premiums 50,736 61,011 66,965 75,240 86,350 95,646 100,037
Changes in premiums reserves (-) 24,994 31,919 27,500 30,046 32,645 43,720 40,518
Investment income 10,760 9,941 7,567 5,435 3,939 13,090 16,331
Other technical income 282 382 463 780 980 1,135 1,218
Incurred claims (-) 27,217 29,534 35,583 38,240 44,459 48,994 58,761
Operating expenses (-) 8,658 9,167 9,791 10,208 10,648 11,346 11,894
Other technical costs (-) 824 802 942 897 1,088 1,656 1,420
Balance 85 -88 1,179 2,064 2,429 4,155 4,993

Technical account - Non-Life (*)

Written premiums 23,920 25,560 27,029 28,915 30,958 32,729 33,884
Changes in premiums reserves (-) 1,011 803 543 835 825 656 590
Investment income 2,528 1,874 2,135 1,931 1,483 2,012 2,247
Other technical income 173 286 294 409 321 371 369
Incurred claims (-) 19,873 20,895 22,004 22,224 22,736 23,633 24,086
Operating expenses (-) 6,008 6,237 6,457 6,851 7,178 7,522 7,867
Other technical costs (-) 677 684 754 696 760 874 1,035
Balance -948 -899 -300 649 1,263 2,427 2,922

Technical account - Life (*)

Written premiums 26,816 35,451 39,936 46,325 55,392 62,917 66,153

Changes in technical provisions (-) 23,984 31,116 26,957 29,211 31,820 43,064 39,928
Investment income 8,232 8,067 5,432 3,504 2,456 11,078 14,084
Other technical income 109 96 169 371 659 764 849
Incurred claims (-) 7,344 8,639 13,579 16,016 21,723 25,361 34,675
Operating expenses (-) 2,649 2,930 3,334 3,357 3,470 3,824 4,027
Other technical costs (-) 147 118 188 201 328 782 385
Balance 1,033 811 1,479 1,415 1,166 1,728 2,071

Non technical account 

Other Non-Life income 788 607 705 629 401 518 865
Other Life income 765 593 876 436 726 868 1,125
Balance of other income and expenses -131 168 -394 -2 -872 -951 -1,020
Balance of ordinary activities 1,507 1,280 2,366 3,127 2,684 4,590 5,963
Balance of extraordinary activities 950 1,398 1,067 1,204 2,262 1,132 1,088
Taxes on income (-) 1,275 1,195 1,390 1,454 1,436 1,929 1,727

Result for the financial year 1,182 1,483 2,043 2,877 3,510 3,793 5,324

Return on Equity n.d 5.3% 6.7% 8.9% 10.6% 10.6% 13.8%

(*) Technical items net of cessions and retrocessions
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INCOME STATEMENT
Euro mi l l ion



TECHNICAL ACCOUNT

Premium income

The total  gross premiums for the domestic and foreign business,  direct  and
indirect ,  col lected by companies with registered off ices in I taly and by the
branches of  foreign non–European Union companies total led Euro 106,511 mil-
l ion in 2004.  In part icular,  Euro 38,554 mil l ion were col lected in the Non-Life
classes and Euro 67,957 mil l ion in the Li fe classes.
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The growth rate of  total  premiums registered in 2004 (3.4% compared to 2003)
is  the lowest value of  the last  ten years.  Premiums in Li fe classes increased
by 4.1% compared to 2003,  whereas between 1993 and 2003 the average yearly
growth had been 21.0%, premiums in Non-Life classes increased sl ight ly  (2 .2%
compared to 2003) ,  the lowest value registered since 1993.  As a result  of  these
trends,  the share of  L i fe premiums over the total  (63.8%) increased only
sl ight ly  compared to the previous year (63.4%);  the share amounted to 30.4% in
1993.

Premiums ceded to reinsurance continue to decrease their  share in gross pre-
miums confirming the tendency of  companies to maintain and manage r isk
direct ly.  These premiums total led Euro 6,474 mil l ion (4,670 in the Non-Life and
1,804 in Li fe)  and decreased their  incidence on gross premiums from 7.2% in
2003 to 6.1 in 2004.

Total  premiums, net  of  reinsurance ,  achieved Euro 100,037 mil l ion,  ref lect ing
an increase of  4 .6%: Euro 33,884 mil l ion in Non-Life classes and Euro 66,153
mil l ion in Li fe classes.

Gross premiums for the direct  business,  I talian and foreign,  both Non-Life
and Life ,  increased by 4.2% compared to 2003,  reaching Euro 101,122 mil l ion
(35,470 in Non-Life and 65,652 in Li fe) .
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Claims,  benefits and provisions
The aggregate amount of  benefits to insured and others beneficiaries – gross
of reinsurance – defined as the sum of  benefi ts  for  the current year (amount
of  sett led claims and technical  provisions)  and changes in technical  reserves
for the previous years,  total led Euro 103,623 mil l ion (+5.5% compared to 2003) :
Euro 27,411 mil l ion in the Non-Life classes (-0.9%) and Euro 76,212 mil l ion in
the Li fe classes (+8.0%).  Whereas benefi ts  in the Non-Life classes have been
constant during the last  few years,  start ing from 2003 the Li fe classes ones
are increasing due to the near expiry of  contracts effected at  the end of  the
90’s,  when premium income experienced a strong growth.

The reinsurance contribution was equal  to Euro 4,343 mil l ion (-21.3%),  of
which Euro 2,734 mil l ion were relat ive to Non-Life business and Euro 1,609 mil-
l ion were relat ive to Li fe.

The net amount of  benefits therefore total led Euro 99,280 mil l ion (+7.1%):  Euro
24,677 mil l ion in the Non-Life and Euro 74,603 mil l ion in Li fe business.

Operating expenses
The operating expenses for direct and indirect business, net of reinsurance, that
include acquisition costs, costs arising from premium collection, costs relating to
the organisation and management of the distribution network and the administra-
tion expenses relating to technical management of insurance business, totalled
Euro 11,894 million, with an increase of 4.8%. After years of regular reduction, the
incidence on premiums was equal to what registered in 2003 (11.9%).

In part icular,  the operat ing expenses for  Non-Life business were equal  to Euro
7,867 mil l ion,  with an incidence on premiums of  23.2% (23.0% in 2003) ;  for  L i fe
business,  they were equal  to Euro 4,027 mil l ion,  with an incidence on premi-
ums of  6 .1% (as in 2003) .

Technical Account Result
The technical account result ,  net  of  reinsurance,  was posit ive total l ing Euro
4,993 mil l ion,  with an incidence of  5 .0% on direct  and indirect  premiums (4.3%
in 2003) .

There was a posit ive result  for  the Non-Life classes total l ing Euro 2,922 mil-
l ion (2,427 in 2003) ;  the incidence of  such result  on premiums,  negative up to
the end of  the 90’s,  inverted i ts  trend in 2001 and was equal  to 8.6% in 2004
(7.4% in 2003) .  L i fe classes showed a posit ive result  of  Euro 2,071 mil l ion
(1,728 in 2003) ,  with an incidence on premiums between 2% and 4%.

1998 1999 2000 2001 2002 2003 2004

Non-Life and Life 0.2% -0.1% 1.8% 2.7% 2.8% 4.3% 5.0%
Non-Life -4.0% -3.5% -1.1% 2.2% 4.1% 7.4% 8.6%
Life 3.9% 2.3% 3.7% 3.1% 2.1% 2.7% 3.1%
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CLAIMS, BENEFITS AND PROVISIONS
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NON TECHNICAL ACCOUNT

Investment income
The ordinary and extraordinary net  investment income Life and Non-Life,
which also include investment income transferred to technical  L i fe and Non-
Life accounts,  were equal  to Euro 19,411 mil l ion in 2004.  The growth compared
to the previous year (24.4%) fol lows the extremely high one in 2003 (113.0%)
and is  concentrated in the ordinary net  investment income (26.6% compared to
2003) ,  whereas the extraordinary ones decreased sl ight ly  (-3.9% compared to
2003) .  The increase in ordinary net  investment income compared to 2003 was
equal  to Euro 3,846 mil l ion;  this thanks to a Euro 1,555 mil l ion increase of
gross investments for  the benefi t  of  insureds,  together with the posit ive trend
of the Stock market and a downturn of  gross expenses referr ing to income
from ordinary and extraordinary investments for  Euro 1,483 mil l ion l inked to a
strong decrease of  share losses.

More in detail  the ordinary net investment income for Life and Non-Life classes
reached Euro 23,493 mil l ion (21,004 in 2003),  with an increase of 11.8%. Income
derived from:
– shares and holdings,  for  an amount of  Euro 2,250 mil l ion (-10.5% compared

to 2003) ,  which were 9.6% of  the total  income;
– investments for  the benefi t  of  insureds and investments income deriving

from pension funds management,  for  an amount of  Euro 8,204 mil l ion (+
23.4% compared to 2003)  which represented 34.9% of  the total  income;

– land and bui ldings,  for  an amount of  Euro 260 mil l ion (-18.3% compared to
2003)  which were 1.1% of  the total  income;

– revaluations and real ised investments,  for  an amount of  Euro 2,765 mil l ion
(+2.3% compared to 2003)  which were 11.8% of  the total  income;

– other investments,  for  an amount of  Euro 10,015 mil l ion (+13.5% compared
to 2003)  which represented 42.6% of  the total  income.

1998 1999 2000 2001 2002 2003 2004

Shares 5.1% 6.1% 7.1% 11.9% 13.7% 12.0% 9.6%
Land and buildings 5.0% 4.1% 3.8% 4.1% 2.6% 1.5% 1.1%
Other investments 51.8% 43.5% 44.9% 49.7% 46.8% 41.9% 42.6%
Revaluations 21.8% 22.2% 25.8% 17.5% 12.9% 12.9% 11.8%
Income from linked
and pension funds 16.3% 24.1% 18.4% 16.8% 24.0% 31.7% 34.9%

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

The overall  expenses referring to income from ordinary and extraordinary
investments,  Life and Non-Life, total led Euro 5,913 mil l ion (7,396 in 2003) .

Extraordinary investment income ,  gross of expenses, totalled Euro 1,830 mil l ion
(2,000 in 2003) and the relative expenses totalled Euro 742 mil l ion (868 in 2003).
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RESULT FOR THE FINANCIAL YEAR

The result  for  the ordinary activity,  Non-Life and Life ,  was posit ive,  amount-
ing to Euro 5,963 mil l ion (4,590 in 2003) ,  with an increase of  29.9%.

The result  for  extraordinary activity total led Euro 1,088 mil l ion,  ref lect ing a
decrease (-3.9%) compared to Euro 1,132 mil l ion in 2003.

Income taxes for  the period total led Euro 1,727 mil l ion (1,929 in 2003) .

Despite the sl ight  decrease in the extraordinary act iv i ty,  thanks to the posit ive
trend of  technical  account results ( for  Non-Life and Li fe classes)  the f inancial
year 2004 registered a profit of 5,324 mil l ion Euro,  increasing compared to the
3,793 mil l ion Euro of  the year 2003.  The prof i t  total led 5.3% of  premiums (4.0%
in 2003) .  The R.O.E.  (Return on Equity) ,  calculated as the rat io between net
prof i t  and the centered mean of  the capital  stock and of  equity reserves,  was
equal  to 13.8%, against  10.6% in 2003.

BALANCE SHEET

Liabili t ies
The total  l iabi l i t ies carr ied in  the Balance Sheet  amounted to Euro 476,378
mil l ion (+10.8% compared to 2003) .

In part icular:

– capital  and reserves,  equal  to Euro 44,961 mil l ion (9.4% of  total  l iabi l i t ies) ,
have increased of  8 .8% compared to 2003;  subscribed capital ,  equal  to Euro
11,002 mil l ion,  has increased of  4 .5%, equity reserves,  equal  to Euro 28.635
mil l ion,  have increased of  5 .9%. The prof i t  for  the f inancial  year total led
Euro 5,324 mil l ion;

– technical  provisions,  representing commitments undertaken of  the behalf
of  the insured (Euro 394,981 mil l ion)  ref lected an increase of  12.2% and
represented 82.9% of  the total .  The increase in Li fe classes (+14.1%) was
superior to Non-Life ones (+3.7%);

– the other  l iabi l i t ies  equal  to  Euro 36 ,071  mi l l ion (7 .6% of  the tota l ) ,
remained stable at  values of  the previous year,  and the breakdown for this
i tem was as fol lows:  subordinated l iabi l i t ies increased from Euro 2,666 mil-
l ion to Euro 2,862 mil l ion whi le deposits received from reinsurers reduced
from Euro 13,231 mil l ion to Euro 12,922 mil l ion.  Debts and other l iabi l i t ies
were stable;

– accruals and deferrals total led Euro 365 mil l ion (0.1% of  the total) .
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Assets
Investments,  reinsurance share of  technical  provisions,  amounts owed by
debtors,  other assets,  accruals and deferred income amounted to Euro 476,378
mil l ion,  equal l ing to the total  amount of  l iabi l i t ies.

In part icular:

– investments reached Euro 416,534 mil l ion,  equal  to 87.4% of  total  assets.
Insurance companies  on ly  engaging  in  re insurance act iv i t ies  were
excluded since the relat ive Balance Sheet format does not  provide for  a
division between Li fe and Non-Life classes;  therefore,  excluding reinsur-
ance business,  investments in Non-Life classes were equal  to Euro 71,865
mil l ion,  with a 6.5% increase compared to 2003;  investments in Li fe classes
were equal  to Euro 338,813 mil l ion with a 13.7% increase st i l l  compared to
2003.  The highest increase (+11.8%) was recorded by investments in shares
and holdings which total led Euro 48,915 mil l ion,  bonds and other f ixed
income securit ies (+11.5%) which total led Euro 208,076 mil l ion;  fol lowed by
investments in land and bui ldings (+7.0%) which total led Euro 4,849 mil l ion,
loans and deposits (+5.8%) which total led Euro 30,518 mil l ion;

– investments for  the benefi t  of  L i fe insurance pol icyholders and the invest-
ments deriv ing from the management of  pension funds equal led Euro
124,176 mil l ion,  representing a 15.9% increase;

– the technical  provisions borne by the reinsurers amounted to Euro 20,893
mil l ion with a 4.1% decrease representing 4.4% of  total  assets;

– amounts owed by debtors total led Euro 21,116 mil l ion (4.4% of  total) ,  with
an 3.8% increase.  These referred to amounts owed deriving from direct
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insurance activi t ies (Euro 10,449 mil l ion) ,  amounts owed deriving from
reinsurance activi t ies (Euro 2,374 mil l ion)  and other amounts owed (Euro
8,293 mil l ion) ;

– amounts owed by shareholders (Euro 15 mil l ion) ,  intangible assets (Euro
4,363 mil l ion composed of  commissions and other expenses) and other
assets (Euro 10,251 mil l ion)  reached a total  of  Euro 14,629 mil l ion (3.1% of
the overal l  amount) ,  thus recording a 4.9% increase;

– accruals and deferred income amounted to Euro 3,206 mil l ion (0.7% of
total) ,  representing a 6.8% increase.

1998 1999 2000 2001 2002 2003 2004

LIABILITIES 214,208 254,407 298,174 338,346 378,192 429,890 476,378

CAPITAL AND RESERVES 28,189 30,158 34,496 35,093 37,401 41,342 44,961
Subscribed capital 8,461 8,947 9,775 9,512 9,961 10,529 11,002
Equity reserves 18,546 19,728 22,678 22,704 23,930 27,033 28,635
Profit for the financial year 1,182 1,483 2,043 2,877 3,510 3,780 5,324

TECHNICAL PROVISIONS 165,269 201,567 236,377 270,256 305,573 352,029 394,981
Non-Life classes 48,381 51,052 55,669 59,312 62,693 65,098 67,513
Life classes 116,888 150,515 180,708 210,944 242,880 286,931 327,468

OTHER LIABILITIES 20,671 22,570 27,125 32,674 34,920 36,203 36,071
Subordinated liabilities 81 186 1,072 1,487 1,990 2,666 2,862
Provisions for risks and charges 1,766 1,807 2,048 1,524 2,045 2,189 2,117
Deposits received from reinsurers 8,466 9,395 10,453 11,682 13,011 13,231 12,922
Debts and other liabilities 10,358 11,182 13,552 17,981 17,874 18,117 18,170

ACCRUALS AND DEFERRALS 79 112 176 323 298 316 365

ASSETS 214,208 254,407 298,174 338,346 378,192 429,890 476,378

AMOUNTS OWED BY SHAREHOLDERS 28 46 46 99 84 45 15

INTANGIBLE ASSETS 2,050 2,277 2,424 2,469 2,792 3,707 4,363

INVESTMENTS: 172,705 209,442 248,346 283,381 320,069 370,814 416,534
Land and buildings 8,581 8,438 8,335 7,798 5,484 4,534 4,849
Shares and holdings 25,992 33,123 40,700 40,478 40,145 43,763 48,915
Bonds and other fixed 
income securities 105,725 115,026 123,825 140,530 161,343 186,564 208,076
Loans and deposits 14,465 18,423 22,892 24,977 28,342 28,837 30,518
Investments for the benefit of Life
insurance policyholders and the 
investments deriving from 
the management of pension funds 17,942 34,432 52,594 69,598 84,755 107,116 124,176

TECHNICAL PROVISIONS
BORNE BY THE REINSURERS 16,819 18,089 19,895 21,499 22,003 21,789 20,893

AMOUNTS OWED BY DEBTORS 14,917 15,652 16,808 18,696 19,915 20,333 21,116

OTHER ASSETS 5,537 6,757 8,332 9,715 10,585 10,198 10,251

ACCRUALS AND DEFERRED INCOME 2,152 2,144 2,323 2,487 2,744 3,004 3,206
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SOLVENCY MARGIN

Insurance companies with registered off ices in I taly,  excluding re-insurance
companies,  had a solvency margin equal  to Euro 38,237 mil l ion at  the end of
2004 (+7.4% compared with the previous f inancial  year)  relat ive to their  aggre-
gate business in the Li fe sector and Non-Life sector.

As regards the Li fe insurance classes,  the margin held (Euro 21,000 mil l ion)
was equal  to 2.05 t imes the minimum required according to law, determined in
relat ion to the mathematical  reserves and the r isk capital  (Euro 10,259 mil-
l ion) ;  the foregoing rat io was equal  to 2.19 in 2003 and equal  to 2.82 in 1998.

With reference to the Non-Life classes the margin held (Euro 17,237 mill ion) was
equal to 2.96 times the minimum solvency margin to be established, determined
in relation to the amount of the premiums income or the average cost of claims
over the last three-year period (the higher value between the two criteria being
adopted); the foregoing ratio was equal to 2.92 in 2003 and equal to 2.77 in 1998.

LIFE 1998 1999 2000 2001 2002 2003 2004*

Solvency margin owned 13,591 14,704 16,415 17,512 18,418 20,000 21,000 
Solvency margin to be owned by law 4,812 5,666 6,400 7,034 7,986 9,132 10,259 
Cover ratio 2.82 2.60 2.56 2.49 2.31 2.19 2.05

NON-LIFE 1998 1999 2000 2001 2002 2003 2004*

Solvency margin owned 11,469 12,095 13,558 12,927 14,792 15,615 17,237
Solvency margin to be owned by law 4,135 4,394 4,626 4,938 5,138 5,356 5,820
Cover ratio 2.77 2.75 2.93 2.62 2.88 2.92 2.96

CREATION OF VALUE IN THE INSURANCE SECTOR: A LONG-TERM ANALYSIS

A summary indicator used frequently to assess the prof i tabi l i ty  of  companies
and also adopted in the insurance sector,  is  represented by the ROE (Return
On Equity) .  This index,  def ined as the rat io between the prof i t  and sharehold-
ers’  equity,  expresses the level  by which a given sector – through managing
its economic assets – succeeds in achieving a return on the capital  avai lable
and,  therefore,  to create value for  investors.

The prof i tabi l i ty  of  the Li fe sector between 1985 and 2004 was almost always
higher than the prof i tabi l i ty  achieved by the Non-Life sector;  the last  four
f inancial  years represent an exception to the above,  when the Non-Life sector
managed to increase i ts  own prof i tabi l i ty  index signif icantly,  thanks to the
progressive improvement of  the technical  management processes,  achieving
14.9% in 2004 (11.6% for the Li fe insurance ROE).
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Source:  ISVAP
(*)  The f igures for  2004 are provis ional
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The complementari ty  that  associates the insurance and f inancial  management
processes as parts of  the single overal l  management of  the insurance com-
pany,  develops dif ferently in the Non-Life insurance classes compared with
the Li fe insurance classes;  this is  the reason the evolut ion of  the ROE during
the period of  observation was treated separately for  the two classes of  busi-
ness.

The ROE ref lects a cycl ic trend in the Life insurance sector ,  broadly corre-
lated with the trend of  the f inancial  markets ( f igure 2) :  a progressive reduc-
t ion for  the ROE was recorded beyond the mid-’90s,  after  very high levels were
achieved at  the end of  the ‘80s (17.5% in 1989) ,  with inf lat ion that  was high but
decreasing ( the ROE was sl ight ly  greater than 7% during the 1995-1997 three-
year period) .  Later,  the l imited rates of  inf lat ion and the growth of  the Stock
Markets favoured the restructuring of  the f inancial  portfol io held by house-
holds and the offer from insurance companies of  new products with a high
f inancial  component.  The broad distr ibut ion of  these pol icies,  offered above
al l  through the banking channel ,  enabled the I tal ian Li fe insurance market to
increase the volume of  brokered funds and to reduce the gap with the other
principal  European markets.  The ROE was equal  to 11.3% in 2000.

2001 and 2002 was a very dif f icult  two-year period for  the Li fe- insurance mar-
kets in many countr ies ( including Germany,  Switzerland and Japan) due to the
signif icant downturn of  the shares markets,  due to the lack of  capital  gains on
securit ies and due to fears of  def lat ion.  The ROE experienced a l imited
decrease in I taly during this two-year period (+8%) due to the substantial
income f lows,  the l imited share exposure in portfol ios where the f inancial  r isk
is borne by the company,  and where the “durable” type f inancial  portfol io
included securit ies with coupons which are st i l l  h igh.  The recovery of  the
f inancial  markets favoured the increase of  the ROE in the last  biennial ,  which
reached 11.6% in 2004.
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A simple econometric analysis shows that  the l inks between the ROE for the
Life insurance sector and the rate appl icable to the Long-term Treasury Bonds
(BTP) and the growth of  the shares market (Milan Stock Market Index-MIB)
are stat ist ical ly  s ignif icant:  in part icular,  a 10% increase in the share quota-
t ions causes the ROE to increase 0.4 percentage points,  whereas an increase
of one percentage point  in the rate on Long-term Treasury Bonds (BTP) causes
the ROE to increase 0.3 percentage points.

The capacity of  a company to create value in the Non-Life sector is  str ict ly
related to the technical trend of the insurance management;  the f inancial  com-
ponent associated with the performance of investments plays a less important
role compared with the situation applicable to the Life insurance classes.

A signif icant downturn of  the ROE was recorded between 1985 and 1992 ( from
+12% to -12%) related to reaching values around 120% of  the combined rat io,
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the rapid drop in nominal  performances and the economic dif f icult ies experi-
enced in the early ‘90s.  The ROE f luctuated around zero values up to year 2000,
accompanied by a decrease in the combined rat io,  which however,  remained
above 100%: in other words,  insurance management alone was unable to cover
the combined cost  of  claims and management costs via the premiums income.
The level  of  the return on capital  has increased over the last  four-year period;
the rapid increase in the combined rat io and the posit ive trend of  f inancial
investments in 2004 contr ibuted to this result ,  especial ly  in 2001-2002.

Econometric analyses confirm the negative correlat ion between the ROE and
the Combined rat io and the posit ive correlat ion between the ROE and the
growth rate of  the economy: in part icular,  an increase of  one percentage point
in the rate of  growth of  the GDP in real  terms causes the ROE to increase by 3
percentage points,  whereas a decrease of  one percentage point  of  the com-
bined rat io causes the ROE to increase by 0.75 percentage points.
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INTERNATIONAL COMPARISON

In 2003 overal l  premiums col lected total led Euro 2,941 bi l l ion with an increase
in real  terms of  2 .0% (+5.4% in 2002) .  

L i fe insurance col lected premiums for Dol lars 1,673 bi l l ion,  with a decrease in
real  terms of  0 .8% (+2.9% in 2002) ;  Non-Life insurance,  on the contrary,
increased by 6.0% (+9.0% in 2002) ,  for  a premium volume equal  to Dol lars 1,268
mil l ion.  

The  wor ldwide  economic  rev iva l ,  most ly  concent ra ted  in  the  second  ha l f  o f
2003 ,  pos i t i ve ly  in f luenced  insurance  compan ies ’  economic  s i tua t ion .  The
share  pr ices  increase ,  together  w i th  less  cred i t  r i sks  wi th in  corpora te
secur i t ies ,  a l lowed  the  reduct ion  o f  a  par t  o f  asset  d is locat ions  reg is tered
in  the  pas t  years .  Never the less ,  inves tment  p ro f i t s  remained  low and  on
the  who le  produced  unsat is fy ing  resu l ts  bo th  in  the  Non-L i fe  and  in  the
L i fe  sector.  

The low interest  rates offered on the f inancial  markets and the consequent
decrease of  return guaranty levels offered by the new Life pol icies weighed
on the overal l  premium col lect ion.  In 2003,  in part icular,  the production in the
United Kingdom and in the United States decreased;  this determined a con-
tract ion of  1 .7% for the whole Li fe market in industr ial ized countr ies.  On the
contrary,  in emergent markets there was a general ized increase in premium
collect ion (+6.6%);  in these markets the insurance Li fe sector was sustained
by a more than posit ive economic context  compared to the world economy,
and by f iscal  incentives (premium growth in Russia and Brazi l  was equal  to,
respectively,  26.5% and 21.8%).

Premium growth,  in  Non-L i fe  c lasses,  is  s t i l l  l inked to  the  general ised
increase in pr ices more than to a favourable economic trend.  In industr ial ized
countr ies a reduced f inancial  spread and an increase in incurred claims –

PREMIUMS IN 2003
Dollar million

LIFE NON-LIFE TOTAL

North America 503,759 610,882 1,114,641 
Latin America 16,070 25,801 41,871 
Europe 584,705 437,452 1,022,157 
Asia 522,340 163,413 685,753 

of which: Japan 381,335 97,530 478,865 
Africa 22,184 8,784 30,968 
Oceania 23,456 21,824 45,280 

Total 1,672,514 1,268,156 2,940,670

Source:  Swiss Re -  SIGMA

REAL GROWTH RATE IN 2003 (%)

LIFE NON-LIFE TOTAL

North America -2.2 7.2 2.7
Latin America -0.4 2.6 1.4
Europe -2.0 5.7 1.1
Asia 2.7 2.3 2.6

of which: Japan 0.2 -1.5 -0.1
Africa -14.8 6.8 -10.1
Oceania -8.4 6.3 -1.9

Total -0.8 6.0 2.0

Source:  Swiss Re -  SIGMA

Source:  Swiss Re -  SIGMA
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mostly in civi l  l iabi l i ty  cover – pushed insurers to maintain an aggressive att i-
tude on premium rates.  The general  improvement in the economic trend of
emerging markets strongly marked the Non-Life class development,  with an
increase of  8 .5% in premium col lect ion.  This transformation is  changing the
society’s att i tude,  characterised by a growing well-being and by greater inter-
est  towards the insurance market.  European companies increase their  market
share,  from 32.4% in 2002 to 34.8% in 2003,  whereas the weigh of  North Amer-
ica decreases ( from 40.0% in 2002 to 37.9% in 2003) .

INSURANCE IMPACT IN OTHER COUNTRIES

Between 2001 and 2003 the rat io of  premium volume to GDP ( insurance “pene-
trat ion” index)  revealed dif ferent trends between the Li fe sector and the Non-
Life insurance industry.  

Concerning Li fe business,  in 2003 Belgium is the country with the higher pre-
miums to GDP rat io than the other countr ies analysed,  passing from 5.5% in
2002 to 6.6% in 2003;  the rat io was remarkable also in I taly and in France,
respectively equal  to 4.8% and to 5.9%. United Kingdom and Spain,  instead,
were characterized by a reduction:  in the f irst  country the rat io of  premium to
GDP recorded,  in the three years analysed,  a progressive decrease,  passing
from 10.3% in 2001 to 8.7% in 2003;  in the second country the value was equal
to 2.4% in 2003 (3.8% in 2002) .

In I taly from 2001 to 2003 the rat io of  mathematical  provisions to GDP -  an indi-
cator of  how mature the Li fe market is  -  increased from 18.1% to 20.8%. In
spite of  this increase,  the rat io is  st i l l  low for international  standards;  in fact
in the other industr ial  countr ies,  l ike Germany,  France and United Kingdom,
the index was equal  to 28.6%, 50.2% and 87.1% respectively.  Spain is  the only
country with a lower value than Italy with a value equal  to 14.7%. 
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In the Non-Life insurance industry,  I taly is  the country with the lowest premi-
ums to GDP rat io (2 .6% in 2003) .  The gap with the other countr ies remained
substantial ly  unchanged in the last  three years;  in 2003 i t  was equal  to half
percentage point  compared to Belgium, France and Spain,  one point  compared
to Germany,  one point  and a half  compared to the United Kingdom and two
points compared to the Netherlands.

THE MAIN MARKETS IN THE EUROPEAN UNION

In 2003 the European Union insurance market col lected premiums for Euro
797,976 mil l ion,  with a sl ight  0 .6% increase (+4.6% in 2002) ,  caused above al l
by the decrease recorded in the United Kingdom (-11.6%) and in Spain (-
13.7%).  The most important growth rates have been registered in the fol lowing
countr ies:  Belgium (+15.8%),  Luxembourg (+13.8%),  Sweden (+13.1%),  Portugal
(+12.2%) and Italy (+10.6%).

Li fe insurance premiums decreased by 2.3% (+2.3% in 2002) :  in Spain (-33.4%)
and in the United Kingdom (-16.2%) premium col lect ion is  strongly decreasing,
whi le in Belgium (+21.7%),  in Portugal  (+18.4%),  in Luxembourg (+15.4%) and in
Italy (+13.5%) i t  is  in growth. 43Italian insurance in 2004/2005
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On the contrary,  in the Non-Life classes premiums increased by 5.1% com-
pared to the previous year (+8.6% in 2002)  with higher than average rates in:
Sweden (+33.3%),  Greece (+13.6%),  Denmark (+12.5%),  Spain (+10.5%),  France
(+7.5%),  Ireland (+7.2%),  Austr ia (+6.1%),  The Netherlands and Italy (+5.6%).
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A EUROPEAN COMPARISON OF INSURANCE
COMPANIES INCOME STATEMENTS

The detai l  on the income statement and on the balance sheet of  European
insurance companies contained in the ISIS database,  marketed by Bureau van
Dijk,  al lows to examine and compare the prof i tabi l i ty  trends in French,  Ger-
man,  Spanish and Ital ian insurance sectors.  The database col lects information
made avai lable by Fi tch-IBCA on a sample of  companies representing 90% of
the market.  The considered laps of  t ime goes from 1999 to 2003.  

Insurance companies that  exercise Non-Life business 

552 insurance companies engaged in Non-Life insurance business in 2003
were included in the ISIS database,  of  these 110 were operat ing in France,  256
in Germany,  69 in I taly and 117 in Spain.

The  most  synthet ic  ind icator  measur ing  company  prof i tab i l i t y  i s  the  post -
tax  prof i ts  over  equ i ty  means  ra t io  (def ined  as  the  sum of  the  subscr ibed
capi ta l ,  the  reserves  for  own shares ,  the  equal isat ion  reserves ,  the  o ther
reserves  and  the  carr ied  prof i ts ) .  For  the  average I ta l ian  company  the  ROE
increased f rom 12 .1% in  2002  to  14 .9% in  2003 ,  cont inu ing  the  growth
star ted  in  2001 .  The  ROE of  the  average French company  a lso  increases  in
2003  (10 .6%) ,  revers ing  the  reduct ion  tendency  observed  in  the  3  prev ious
years .  A  s imi lar  t rend  is  reg is tered  in  Germany  and  Spain ,  where  in  2003  the
average company ’s  cap i ta l  pro f i tab i l i t y  was  9 .8% in  Germany  and  16 .0% in
Spain .  

A measure of  how enterprises are distr ibuted around the average value is
given by the interquart i le distance,  that  is ,  the dif ference between companies’
indicators that  represent,  respectively,  the f irst  and the third quarter of  the
distr ibut ion,  which fol lows the growing level  of  the indicator.  As to capital
prof i tabi l i ty  in 2003,  the dif ference between the f irst  and the third quarter of
companies’  distr ibut ion in I taly total led 16.9 percentage points,  in France 18.1,
in Germany 16.8 and in Spain 21.0 ( f igure 1) .

The main technical  indicator,  the combined rat io ,  def ined as the sum of  the
loss rat io  and the expense rat io ,  decreased for  the average company in  a l l
the analysed countr ies :  in  2003 i t  was 95 .5% in  Spain ,  97 .8% in  I ta ly,  98 .3% in
Germany and 99 .0% in  France.  The d ispers ion was more contained in  I ta ly
( the interquart i le  spread was equal  to  8 .3  percentage points)  and in  Spain
(9 .6%)  whereas i t  was h igher  in  Germany and France (13 .8  and 15 .5  respec-
t ively) .
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In al l  countr ies,  the t ime trend of  the combined rat io corresponds essential ly
to the evolut ion of  claims,  synthesized by the loss rat io ( in 2003 equal  to 71.2%
in Germany,  73.2% in I taly,  76.3% in France and to 75.3% in Spain) ,  considering
the expense rat io trend,  essential ly  stable (  in 2003 equal  to 21.0% in Spain,
21.9% in France,  26.5% in I taly and 27.7% in Germany).

46

The Italian insurance business in the international scenario

Italian insurance in 2004/2005

30

25

20

15

10

5

0

-5

19
99

20
00

20
01

20
02

20
03

19
99

20
00

20
01

20
02

20
03

19
99

20
00

20
01

20
02

20
03

19
99

20
00

20
01

20
02

20
03

GermanyFrance SpainItaly

FIGURE 1
RETURN ON SHAREHOLDERS FUNDS -  NON-LIFE (%)

Source:  Bureau van Di jk ,  IS IS

130

85

19
99

20
00

20
01

20
02

20
03

19
99

20
00

20
01

20
02

20
03

19
99

20
00

20
01

20
02

20
03

19
99

20
00

20
01

20
02

20
03

125

120

115

110

105

100

95

90

GermanyFrance SpainItaly

FIGURE 2
COMBINED RATIO -  NON-LIFE (%)

75%-i le
Median
25%-i le

75%-i le
Median
25%-i le

Source:  Bureau van Di jk ,  IS IS



The performance of  investments in I taly decreased,  total l ing 3.1% for the
average company in 2003 (3.7% in 2002) .  The reduction tendency also inter-
ested investments prof i ts  in Germany and Spain,  equal  to respectively 4.4%
and 2.3% in 2003 (5.1% and 2.6% in 2002) .  Investment prof i tabi l i ty  in France is
increasing,  going from 2.0% in 2002 to 3.6% in 2003.  Companies’  concentrat ion
around the average value is  s imi lar  across the dif ferent countr ies.  
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Insurance companies that  exercise Life business

In 2003 companies engaged in Li fe insurance business included in the ISIS
database were 395,  of  these 60 were operat ing in France,  197 in Germany,  64
in I taly and 74 in Spain.  
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Yield on capital  for  the average company operat ing in the Li fe class in I taly
total led in 2003 14.3%, in signif icant growth compared to 6.6% in the previous
year.  In 2003 prof i tabi l i ty  experimented a substantial  growth in other countr ies
as wel l ,  in  France i t  was equal  to 10.9% (4.6% in 2002) ,  in Germany 10.4% (5.4%
in 2002)  and in Spain 13.2% (9.8% in 2002) .  Dispersion around the average
value seems to be signif icantly high:  in I taly the dif ference between the f irst
and the third quarter of  companies’  distr ibut ion amounts to 16.9 percentage
points,  in France to 9.8,  in Germany to 24.8 and in Spain to 19.7.

The expense rat io of  the average company in I taly was 8.7% in 2003,  s l ight ly
higher compared to the value registered in 2002 (8.2%);  9 .5% in France (9.7%
in 2002) ,  15.2% in Germany (unvaried compared to the previous year)  and
12.1% in Spain (10.5%).  The indicator’s dispersion is  heterogeneous across
countr ies;  in 2003 the dif ference between the f irst  and the third quarter of
I tal ian companies’  distr ibut ion total led 7.9 percentage points,  12.0 in France ,
14.6 in Germany and 14.2 in Spain.  

Mathematical reserves’ growth rate of the Italian average company registered a
significant increase: from 13.4% in 2002 to 18.4% in 2003; growth rates of aver-
age French and German companies increase as well,  which in 2003 were equal
to, respectively, 9.1% and 8.9% (6.3% and 6.9% in 2002) whereas in Spain
reserves increased of 7.1%, against 8.2% of 2002. Variabil ity of Italian compa-
nies seems greater compared to the variabil ity of other countries: in 2003 the
difference between the first and the third quarter of companies’ distribution is
equal to 35.4 percentage points; 6.6 in France, 17.7 in Germany and 13.4 in Spain. 
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In I taly the average company’s solvency rat io increased (6.3% in 2003,  against
5.8% in 2002) ,  just  as in Spain (7.5% against  6 .9% in 2002) .  I t  remained sub-
stantial ly  stable in France (5.8%) and in Germany i t  is  3 .4% (3.4% in 2002) .  The
analysed indicator presents a high dispersion in Spain (15.1  percentage
points) ;  Germany fol lows with 9.2 percentage points,  I taly 7.7 and France 6.5.
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PREMIUM TAXATION IN THE EUROPEAN UNION

In 2004 as wel l ,  the level  of  direct  taxat ion on insurance premiums in I taly was
one of  the most signif icant within the European Union.  The phenomenon is  al l
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the more evident today after the entry of  new Member States that  are mainly
characterised by the absence of  taxat ion and paraf iscal  charges,  that  is ,  for  a
modest load in taxes.  
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Premiums in Li fe insurance business registered a moderate
growth compared to the previous year,  the profitability confirmed
the same levels as 2003.  The increase in traditional policies
premiums (class I  and class V) ,  characterised by f loor return
guarantees,  more than compensated the reduction in premiums
relating to “linked” products.

DOMESTIC BUSINESS

Premiums for  direct  domestic  business for  the 93  insurance companies oper-
at ing in  the L i fe  c lasses amounted to  Euro 65 ,627  mi l l ion;  the growth rate  was
equal  to  4 .5% in  nominal  terms and 2 .5% in  real  terms.  Af ter  years  of  very
fast  development ,  the year  2004 registers  the lowest  growth rate  s ince 1998;
a  s lowing down of  the col lect ion f rom the bancassurance and less interest
from savers  for  l inked products  contr ibuted to  th is  scenar io .  In  percentage,
L i fe  premiums represent  65% of  the tota l  (L i fe  and Non-Li fe) ,  in  l ine with
2003.

Amounts paid for  claims and the change in the provisions for  amounts to be
paid net  of  recoverable sums,  total led Euro 34,313 mil l ion,  increasing by
34.8%.

Mathematical provisions were equal  to Euro 310,327 mil l ion,  thus recording a
14.6% increase,  not iceably higher than premiums.

Operating expenses were equal  to Euro 3,864 mil l ion (3,745 in 2003) ;  they
include,  in addit ion to acquisi t ion costs,  costs arising from premium col lec-
t ion,  costs due to the organisat ion and operat ion of  the distr ibut ion network,
and also the administrat ion expenses relat ing to the technical  management of
insurance business.  The rat io of  these operat ing expenses to premiums was
5.9% (6.0% in 2003) .

Considering the investment income, equal  to Euro 13,362 mil l ion,  the result  of
the technical account for direct  business ref lected a prof i t  of  Euro 1,622 mil-
l ion (1,413 in 2003) .  The rat io to premiums was 2.5% (2.3% in 2003) .

The net result  for  reinsurance activi t ies and indirect  insurance business was
posit ive at  Euro 247 mil l ion (293 in 2003) .
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The overall  technical account result was equal  to Euro 1,869 mil l ion (1,706 in
2003) .  The rat io to premiums amounted to 2.8% (2.7% in 2003) ;  the rat io to the
centred mean of  technical  reserves amounted to 0.64% (0.68% in 2003) .

INDIVIDUAL LIFE CLASS

Insurance on human li fe length

Premiums for direct  domestic business ,  col lected from the 92 companies
operat ing in the class,  amounted to Euro 30,101 mil l ion;  the growth rate com-
pared to 2003 was equal  to 8.3%. The rat io to premiums for the class on the
total  L i fe premiums reached 45.9% from 44.3% in 2003,  insureds seem to be
attracted by products with f loor return guarantees,  and not by l inked products
l ike at  the end of  the 90’s.

Amounts paid for  claims and the change in the provisions for  amounts to be
paid,  net  of  recoverable sums,  total led Euro 16,773 mil l ion,  a 13.0% increase
compared to 2003.

The changes in mathematical and other technical  provisions were equal  to
Euro 15,696 mil l ion,  increasing by 6.5%.

Operating expenses were equal  to 2,048 mil l ion (1,941 in 2003) .  The rat io to
premiums was 6.8% (7.0% in 2003) .

LIFE TECHNICAL ACCOUNT
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 26,483 35,597 39,784 46,329 55,294 62,780 65,627
Incurred claims (-) 7,356 8,945 13,574 16,100 21,783 25,453 34,313
Changes in technical provisions (-) 23,514 31,002 26,693 28,981 31,504 43,257 39,665
Balance of other technical items -92 -50 -5 175 284 427 475
Operating expenses (-) 2,687 3,026 3,398 3,323 3,379 3,745 3,864
Investment income 7,566 7,560 4,688 2,812 1,845 10,661 13,362
Direct technical account result 400 134 802 912 757 1,413 1,622
Reinsurance result and other items 612 666 659 480 279 293 247
Overall technical account result 1,012 800 1,461 1,392 1,036 1,706 1,869

Annual % changes in premiums – 34.4% 11.8% 16.5% 19.4% 13.5% 4.5%
Expense ratio 10.1% 8.5% 8.5% 7.2% 6.1% 6.0% 5.9%
Investment income/Technical provisions – 6.0% 3.0% 1.5% 0.9% 4.3% 4.6%
Technical account result/Gross written premiums 1.5% 0.4% 2.0% 2.0% 1.4% 2.3% 2.5%
Overall technical account result/Gross written premiums 3.8% 2.2% 3.7% 3.0% 1.9% 2.7% 2.8%
Overall technical account result/Technical provisions – 0.64% 0.95% 0.77% 0.49% 0.68% 0.64%

Indexes and changes (%) are calculated on data in  Euro thousand

Life insurance



Consider ing the investment  income equal  to  Euro 5 ,846 mi l l ion,  the result  of
the technical  account  for  direct  business showed a prof i t  of  Euro 1 ,331 mi l-
l ion (1 ,525 in  2003) .  The rat io  to  premiums was 4 .4% from 5.5% in 2003;  there
was a growth of  c laims and a decrease of  the  prof i t  rat io  on technical
reserves.

The net result  for  reinsurance activi t ies and indirect  insurance business was
posit ive at  Euro 247 mil l ion.

The overall  technical account result was equal  to Euro 1,578 mil l ion (1,817 in
2003) .  The rat io to premiums was 5.2% (6.5% in 2003) ;  the rat io to the average
technical  reserves was 1.08% (1.38% in 2003) .

Life insurance linked to investments funds or index-linked insurance

Premiums for direct  domestic business for  the 82 insurance companies oper-
at ing in this class amounted to Euro 24,756 mil l ion (-6.5% compared to 2003,
the f irst  reduction from 1998) .  The percentage on the overal l  direct  L i fe premi-
ums was equal  to 37.7% (42.2% in 2003) .

Amounts paid for  claims and the change in the provisions for  amounts to be
paid,  net  of  recoverable sums,  total led Euro 13,371 mil l ion and registered a
strong increase compared to 2003 (76.2%),  also for  the expir ing of  contracts
issued at  the end of  90’s.
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Euro mi l l ion

CLASS I  -  HUMAN LIFE
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 16,720 17,603 15,967 19,413 23,991 27,788 30,101
Incurred claims (-) 5,869 6,982 9,686 11,254 13,660 14,839 16,773
Changes in technical provisions (-) 13,626 13,035 8,680 9,806 12,233 14,737 15,696
Balance of other technical items -93 -51 -66 -81 -109 -96 -99
Operating expenses (-) 2,100 2,034 2,019 1,791 1,770 1,941 2,048
Investment income 5,115 4,597 5,403 4,801 4,399 5,350 5,846
Direct technical account result 147 98 919 1,282 618 1,525 1,331
Reinsurance result and other items 619 662 642 407 293 292 247
Overall technical account result 766 760 1,561 1,689 911 1,817 1,578

Annual % changes in premiums – 5.3% -9.3% 21.6% 23.6% 15.8% 8.3%
Expense ratio 12.6% 11.6% 12.6% 9.2% 7.4% 7.0% 6.8%
Investment income/Technical provisions – 5.2% 5.5% 4.5% 3.7% 4.1% 4.0%
Technical account result/Gross written premiums 0.9% 0.6% 5.8% 6.6% 2.6% 5.5% 4.4%
Overall technical account result/Gross written premiums 4.6% 4.3% 9.8% 8.7% 3.8% 6.5% 5.2%
Overall technical account result/Technical provisions – 0.85% 1.57% 1.57% 0.77% 1.38% 1.08%

Premiums to total Life premiums ratio (%) 63.1% 49.5% 40.1% 41.9% 43.4% 44.3% 45.9%

Indexes and changes (%) are calculated on data in  Euro thousand



Considering the investment income equal  to Euro 5,972 mil l ion,  the result  of
the technical account for direct business was posit ive at Euro 106 mil l ion (-121
in 2003) .  The rat io to premiums was 0.4%.

The net result  for  reinsurance activi t ies and indirect  insurance business was
posit ive at  Euro 5 mi l l ion.

The overall  technical account result was posit ive at  Euro 111 mil l ion (-126 in
2003) .  The rat io to premiums was 0.4% (0.5% in 2003) ;  the rat io to the average
reserves was 0.10%.

Long-term healthcare insurance

Premiums for direct domestic business for the 25 insurance companies operating
in this class amounted to Euro 18 million, a 9.1% increase compared to 2003.

The changes in mathematical and other technical  provisions were equal  to
Euro 16,236 mil l ion,  a 26.7% decrease compared to 2003.

Operating expenses were equal  to Euro 1,614 mil l ion (1,578 in 2003) .  The rat io
to premiums was 6.5%, a sl ight  increase compared to 6.0% in 2003.
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CLASS I I I  -  INVESTMENTS FUNDS
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 6,571 15,022 22,214 23,613 24,559 26,488 24,756
Incurred claims (-) 954 1,186 2,421 3,098 5,562 7,590 13,371
Changes in technical provisions (-) 6,606 15,266 17,485 16,670 14,233 22,145 16,236
Balance of other technical items 6 14 72 267 341 548 599
Operating expenses (-) 426 834 1,282 1,394 1,378 1,578 1,614
Investment income 1,694 2,287 -1,335 -2,576 -3,318 4,156 5,972
Direct technical account result 285 37 -237 142 409 -121 106
Reinsurance result and other items -2 1 4 61 -19 -5 5
Overall technical account result 283 38 -233 203 390 -126 111

Annual % changes in premiums – 128.6% 47.9% 6.3% 4.0% 7.9% -6.5%
Expense ratio 6.5% 5.5% 5.8% 5.9% 5.6% 6.0% 6.5%
Investment income/Technical provisions – 9.8% -3.3% -4.4% -4.5% 4.5% 5.4%
Technical account result/Gross written premiums 4.3% 0.2% -1.1% 0.6% 1.7% -0.5% 0.4%
Overall technical account result/Gross written premiums 4.3% 0.3% -1.0% 0.9% 1.6% -0.5% 0.4%
Overall technical account result/Technical provisions – 0.16% -0.57% 0.35% 0.53% -0.14% 0.10%

Premiums to total Life premiums ratio (%) 24.8% 42.2% 55.8% 51.0% 44.4% 42.2% 37.7%

Indexes and changes (%) are calculated on data in  Euro thousand

TECHNICAL PROVISIONS - CLASS III - INVESTMENTS FUNDS
Euro mi l l ion



The overall  technical account result was posit ive at  Euro 1 mi l l ion (-1 in
2003) .  The rat io to premiums was 3.5% (6.2% in 2003) .

Capitalization operations

Premiums for direct  domestic business for  the 82 insurance companies oper-
at ing in this class amounted to Euro 10,554 mil l ion,  with a 26.2% increase com-
pared to 2003.  The percentage on the overal l  direct  L i fe premiums was equal
to 16.1% (13.3% in 2003) .

Amounts paid for  claims and the change in the provisions for  amounts to be
paid,  net  of  recoverable sums,  total led Euro 4,136 mil l ion,  a 37.7% increase
compared to 2003.

The changes in mathematical and other technical  provisions were equal  to
Euro 7,537 mil l ion,  a 20.7% increase compared to 2003.

Operating expenses were equal  to Euro 190 mil l ion (215 in 2003) .  The rat io to
premiums was 1.8% (2.6% in 2003) .

Considering the investment income equal  to Euro 1,521 mil l ion,  the result  of
the technical account for direct  business showed a posit ive result  of  Euro 183
mil l ion (9 in 2003) .

The net result  for  reinsurance activi t ies and indirect  insurance business was
posit ive at  Euro 1 mi l l ion.
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TECHNICAL PROVISIONS -  CLASS IV -  HEALTHCARE
Euro mi l l ion

CLASS IV -  HEALTHCARE
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums – 6 8 12 10 17 18
Incurred claims (-) – 1 2 3 3 7 9
Changes in technical provisions (-) – 4 4 8 4 2 2
Balance of other technical items – -1 -1 0 1 0 0
Operating expenses (-) – 0 0 0 0 4 2
Investment income – 1 1 1 1 0 0
Direct technical account result – 1 2 2 5 4 5
Reinsurance result and other items – -1 1 0 -2 -5 -4
Overall technical account result – 0 3 2 3 -1 1

Annual % changes in premiums – – 36.1% 46.8% -10.3% 61.3% 9.1%
Expense ratio – 7.2% 3.6% 3.3% 2.3% 21.8% 11.6%
Investment income/Technical provisions – – 5.9% 6.0% 5.9% 1.4% 3.9%
Technical account result/Gross written premiums – 13.7% 21.4% 14.8% 44.2% 24.2% 27.7%
Overall technical account result/Gross written premiums – -0.2% 34.1% 20.6% 28.9% -6.2% 3.5%
Overall technical account result/Technical provisions – – 21.60% 12.71% 12.48% -6.93% 9.61%

Premiums to total Life premiums ratio (%) – 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Indexes and changes (%) are calculated on data in  Euro thousand
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The overall  technical account result was equal  to Euro 184 mil l ion (20 in
2003) .  The rat io to premiums was 1.7% (0.2% in 2003) .

Pension fund management

Premiums for direct domestic business for the 36 insurance companies operating
in this class amounted to Euro 198 million, a 54.4% increase compared to 2003.

Amounts paid for  claims and the change in the provisions for  amounts to be
paid,  net  of  recoverable sums,  total led Euro 24 mil l ion representing a 64.7%
increase compared to 2003.

The changes in mathematical and other technical  provisions were equal  to
Euro 194 mil l ion,  a 48.6% increase.

Operating expenses were equal  to Euro 10 mil l ion (8 in 2003) .  The rat io to pre-
miums was 5.0% (6.4% in 2003) .

Considering the investment income equal  to Euro 22 mil l ion,  the result  of  the
technical account for direct  business showed a def ici t  of  Euro 4 mi l l ion,  l ike
in 2003.

The overall  technical account result was negative at  Euro 4 mi l l ion,  l ike in
2003.
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TECHNICAL PROVISIONS -  CLASS V -  CAPITALIZATION
Euro mi l l ion

CLASS V -  CAPITALIZATION
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 3,191 2,921 1,503 3,201 6,610 8,360 10,554
Incurred claims (-) 533 771 1,463 1,739 2,551 3,003 4,136
Changes in technical provisions (-) 3,281 2,655 435 2,421 4,951 6,243 7,537
Balance of other technical items -5 -11 -12 -13 52 -26 -29
Operating expenses (-) 161 154 91 131 224 215 190
Investment income 757 671 621 594 792 1,136 1,521
Direct technical account result -32 1 123 -509 -272 9 183
Reinsurance result and other items -4 4 12 11 7 11 1
Overall technical account result -36 5 135 -498 -265 20 184

Annual % changes in premiums – -8.4% -48.5% 113.0% 106.5% 26.5% 26.2%
Expense ratio 5.0% 5.3% 6.0% 4.1% 3.4% 2.6% 1.8%
Investment income/Technical provisions – 5.3% 4.4% 3.8% 4.0% 4.4% 4.7%
Technical account result/Gross written premiums -1.0% 0.0% 8.2% -15.9% -4.1% 0.1% 1.7%
Overall technical account result/Gross written premiums -1.1% 0.2% 9.0% -15.6% -4.0% 0.2% 1.7%
Overall technical account result/Technical provisions – 0.04% 0.95% -3.18% -1.35% 0.08% 0.57%

Premiums to total Life premiums ratio (%) 12.0% 8.2% 3.8% 6.9% 12.0% 13.3% 16.1%

Indexes and changes (%) are calculated on data in  Euro thousand



THE LIFE CLASS AND GDP

In 2004 the increase in the ratio between mathematical provisions and GDP con-
tinued and reached 23.0% (20.8% in 2003). In the last ten years this ratio has
increased by more than 16 percentage points (it was only 6.25% in 1995). Also the
weight of the Italian Life premiums for direct domestic business to GDP increased
substantially in the last ten years, in particular since 1998; in 2004, however, the
ratio to GDP (4.85%) remained substantially unvaried compared to 2003.
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TECHNICAL PROVISIONS -  CLASS VI  -  PENSION FUNDS
Euro mi l l ion
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CLASS VI  -  PENSION FUNDS
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 1 45 93 91 124 128 198
Incurred claims (-) 0 5 2 7 8 15 24
Changes in technical provisions (-) 1 43 89 76 85 131 194
Balance of other technical items 0 0 1 1 2 3 4
Operating expenses (-) 0 4 6 6 7 8 10
Investment income 0 4 -2 -7 -30 19 22
Direct technical account result 0 -3 -5 -4 -4 -4 -4
Reinsurance result and other items 0 0 0 0 0 0 0
Overall technical account result 0 -3 -5 -4 -4 -4 -4

Annual % changes in premiums – 7,463.3% 108.4% -2.6% 36.6% 3.4% 54.4%
Expense ratio 54.6% 8.0% 6.6% 7.0% 5.8% 6.4% 5.0%
Investment income/Technical provisions – 15.8% -1.8% -4.5% -12.1% 5.2% 4.4%
Technical account result/Gross written premiums -52.7% -6.6% -5.1% -4.7% -3.1% -3.3% -2.1%
Overall technical account result/Gross written premiums -52.7% -6.6% -5.1% -4.9% -3.2% -3.3% -2.1%
Overall technical account result/Technical provisions – -13.08% -5.36% -2.72% -1.60% -1.20% -0.82%

Premiums to total Life premiums ratio (%) 0.0% 0.1% 0.2% 0.2% 0.2% 0.2% 0.3%

Indexes and changes (%) are calculated on data in  Euro thousand

PREMIUMS AND TECHNICAL PROVISIONS TO GDP RATIO (%)

Life insurance



61

Life insurance

Italian insurance in 2004/2005

PROFITABILITY ANALYSIS AND COSTS IN LIFE INSURANCE MARKET

Profitabili ty

The prof i tabi l i ty  index def ined as the rat io between prof i t  and premiums is
commonly used in the insurance context ,  but  i t  is  adequate only adapts to the
Life insurance classes in the case of  pure r isk pol icies,  which represent a l im-
ited part  of  the business of  I tal ian insurance companies in terms of  volume.
The choice of  a single prof i tabi l i ty  indicator is  complex with regard to Li fe
insurance products where the pure r isk component is  low and where the prof-
i ts  are generated during the contractual  period.  A brief  analysis of  the three
indicators usual ly  adopted to value the prof i tabi l i ty  of  the Li fe- insurance class
is out l ined below, where the respective features are underl ined.

Return on Equity

The ROE for the Li fe insurance market was equal  to 11.6% in 2004.  The indica-
tor is  based on accounting data,  and has already been mentioned in detai l  in
a section of  the chapter “Ital ian insurance:  s ignif icant data”.  The ROE sets
that  the prof i t  is  related to al l  the in-force contracts and,  therefore,  may not
ref lect  the value of  new business;  the shareholders’  equity value is  calculated
using accounting rules which al low a number of  valuat ions to be made at  the
historical  cost .

New Business Margin

This indicator is  def ined as the rat io between the est imate of  the current value
for future expected prof i ts  generated by new business,  net  of  the capital  cost ,
and a standardised measure of  the new business premiums.  This measure can
be calculated as fol lows:  1)  the sum of  the annual  premiums and the rat io
between the single premiums and the durat ion of  the contracts,  which con-
ventional ly  is  set  equal  to 10 (so-cal led APE – annual  premium equivalent) ;  2)
the sum of  the single premiums and the annual  premiums mult ipl ied by the
durat ion of  the contracts,  also in this case set  equal  to 10 (so-cal led SPE –
single premium equivalent) ,  a sum that  should be close to the overal l  amounts
paid by the insured.

The indicator for the new business margins, regardless of the use of the APE or
SPE, has the advantage that is referred to new business, but has the disadvantage
of being based on projections and therefore on ad hoc assumptions on the devel-
opment of the contracts. Moreover, not all insurance companies publish their data
and therefore the aggregation for the system as a whole is difficult.

On the basis of  the data publ ished by some l isted companies that  reported
results about to the embedded value of  the Li fe- insurance portfol io and which
represent more than 30% of  the market,  i t  is  possible to est imate that  the
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value of  new business in 2004 was equal  to 29.1% of  the APE,  a growth com-
pared with the 27.5% est imated for 2003.  The foregoing indicator in the Euro-
pean scenario l ies in a relat ively high band.

Profit  on Technical Reserves

The rat io between prof i t  and the technical  reserves is  analogous to the indi-
cator commonly adopted in the managed assets industry,  which has the funds
invested on behalf  of  the insured as the denominator.  This refers to a rat io
derived from the data reported in the Financial  Statements and,  therefore,
measures the prof i tabi l i ty  of  the current portfol io and does not  only refer to
new business.

The ratio between the technical account result and the aggregate technical
reserves was calculated only with reference to direct Ital ian business and con-
sidering the technical account result (which differs therefore from the profit
since the f irst excludes the part of the extraordinary business relating to the
non-technical account).  The indicator was equal to 64 basis points in 2004, a
decrease of 4 points compared with 2003. A sl ight decrease for the ratio is
showed in the historical comparison in 1999 and in 2002; the mean value over
the period analysed is equal to 70 basis points.

COSTS STRUCTURE

The costs of  L i fe insurance companies are general ly  divided as fol lows:  distr i-
but ion costs,  in turn indicated separately as acquisi t ion and renewal costs;
administrat ion costs or overheads.
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Acquisition costs

The acquis i t ion  costs  o f  contracts  on  SPE (s ing le  premium equiva lent )
decreased to 2.9% in 2004,  after  having been stable in previous years.  These
costs,  mainly commissions paid,  are related to SPE to take into account the
dif ferent composit ion between the annual  and single premiums,  which have a
signif icantly di f ferent commission structure.

Renewal costs

In 2004,  renewal costs were equal  to 3.7% of  the renewal premiums (excluding
the f irst  year premiums) simi lar ly  to the value reported for  2003.

COMMISSIONS AND OTHER ACQUISITION COSTS 
TO SPE (SINGLE PREMIUM EQUIVALENT)  RATIO -  
DIRECT BUSINESS
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Administration costs

In 2004,  administrat ion costs were equal  to 0.28% of  the technical  reserves,  a
value more or less equivalent  to the value reported for  2003,  but  much lower
compared with the value reported a few years ago.

THE LIFE CLASS AND HOUSEHOLD SAVINGS

In 2004 household avai lable income increased by 4.1% in nominal  terms and
1.8% in real  terms (1.6% in 2003) ,  in presence of  a 3.0% increase in unitary
remuneration in nominal  terms,  of  a sl ight  expansion in the number of  depend-
ent work units (0 .5%) and of  a high increase (1.5%) of  self-employed work
units.  Household savings rates have been increased since 2001.  In 2004 they
were equal  to 13.6% of  the taxable income, increasing by half  a percentage
point  compared to the previous year.  Accumulated wealth accelerat ion would
derive from a greater incertainty on economic perspectives and from the
awareness of  having to face a downturn of  future pension benefi ts .  Reversing
the trend observed in 2003,  in 2004 household savings,  def ined as the dif fer-
ence between the gross asset and the gross l iabi l i ty  f low, increased consid-
erably (7 .1%):  due to a strong increase of  l iabi l i t ies f low (22.8%),  fol lowing an

ADMINISTRATION COSTS TO 
TECHNICAL RESERVES RATIO -  DIRECT BUSINESS
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increase in loans,  the gross asset f low grew by 13.0% compared to 2003 ( table
1) .  The recomposit ion of  the I tal ian f inancial  portfol io has not  been very
accentuated.

Savings f lows privi leged investments characterized by f ixed and guaranteed
yields.  Famil ies invested Euro 40.8 bi l l ion in Li fe insurance,  32.8% of  the yearly
cash f low (respectively,  43.5 and 39.6% in 2003) .  The demand for I tal ian long
term bonds was also stable,  to which Euro 40 bi l l ion have been dest ined,
32.3% of  the cash f low (27.1% in 2003) .  After the substantial  disinvestments of
I tal ian short  term bonds in 2003,  famil ies bought these bonds for Euro 6 bi l l ion
in 2004.  F inancial  uncertaint ies kept famil ies away from the stock market:  on
the whole,  famil ies assigned stocks and other part icipat ions,  I tal ian and for-
eign,  for  over Euro 9 bi l l ion (against  a disinvestment of  6 .7  bi l l ions in 2003)  and
bought off  shares in I tal ian and foreign funds for  Euro 7.5 bi l l ion,  after  net  pur-
chases for  Euro 19.8 bi l l ion in 2003.

At the end of  2004 Li fe pol icies represented 9.8% of  I tal ian famil ies’  portfol io
(9.3% in 2003) ;  shares in I tal ian and foreign common funds represented 10.8%
(9.6% are I tal ian funds) .  Shares index revaluation,  which took place in 2004,
increased Ital ian and foreign stocks’  proport ion ( from 22.4% in 2003 to 24.1%
in 2004) ,  notwithstanding the net  disinvestment.  Currency and deposits shares
(16.2% in 2004)  and I tal ian long term bonds (18.9%) remained substantial ly  sta-
ble.  The year 2004 ended with an overal l  outf low from common funds equal  to

65Italian insurance in 2004/2005

Life insurance

FAMILIES’  TENDENCY TO SAVE 
(AVAILABLE INCOME %)

Source:  Bank of  I ta ly9.0

9.5

10.0

10.5

11.0

11.5

12.0

12.5

13.0

13.5

14.0

1999 2000 2001 2002 2003 2004

11.6%

11.2%

12.4%
12.7% 12.8%

13.6%



Euro 4.6 bi l l ion,  against  an asset of  almost 27 in 2003 ( table 2) .  The surrender
of  disposable assets funds,  suffering from a decrease in the short  term yield,
total led Euro 6 bi l l ion,  against  a fund inf low for over Euro 15 bi l l ion in 2003.
Flexible funds registered an inf low for Euro 1.3 bi l l ion;  hedge funds for  almost
Euro 6 bi l l ion.  In the f irst  4  months of  2005,  funds col lect ion was posit ive for
Euro 1.2 bi l l ion:  in part icular,  fol lowing outf lows for over Euro 3 bi l l ion each
for the stock funds and disposable assets funds,  inf lows were registered for
income bond funds (Euro 4.6 bi l l ion) ,  f lexible funds (Euro 2.2 bi l l ion)  and hedge
funds (Euro 1.8 bi l l ion) .

TRANSPARENCY OF LIFE INSURANCE PRODUCTS

The Ital ian Supervisory Body for Private Insurance Companies ( ISVAP) pub-
l ished Circular 551/D on 1st  March 2005,  after  a phase of  publ ic consultat ion.
The Circular refers to the transparency of  L i fe insurance contracts and
imposes r igorous transparency standards for  Li fe insurance products.

The Circular also includes important rules relating to the offer and management
activit ies of the contracts, the contents of the pre-contractual informative
prospectus, and the information provided during the contract.  The most signif i-
cant new features are described as follows.
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TABLE 1 -  ITALIAN FAMILIES’  F INANCIAL ASSETS

FLOWS STOCKS
Euro million Breakdown % Euro million Breakdown %

2003 2004 2003 2004 2003 2004 2003 2004

Liquidity and deposits 35,245 32,475 32.0 26.1 481,330 513,961 16.5 16.2
Other deposits 5,016 14,913 4.6 12.0 297,500 308,164 10.2 9.7
Short term bonds -26,523 6,032 -24.1 4.9 6,228 13,358 0.2 0.4
Medium-long term bonds 29,804 40,183 27.1 32.3 537,849 597,193 18.5 18.9
Shares in investment funds 16,311 -15,494 14.8 -12.5 325,836 303,012 11.2 9.6
Stocks and direct participations -6,616 -9,709 -6.0 -7.8 580,619 686,779 19.9 21.7
Premiums reserves (*) 54,988 54,814 50.0 44.1 467,442 522,256 16.0 16.5
of which: Life class reserves 43,544 40,806 39.6 32.8 269,989 310,795 9.3 9.8
Other assets -235 -135 -0.2 -0.1 15,967 15,831 0.5 0.5
Foreign assets 2,000 1,195 1.8 1.0 200,839 206,779 6.9 6.5
of which: Medium-long term bonds 5,148 -2,044 4.7 -1.6 91,295 88,103 3.1 2.8

Stocks and direct participations -71 534 -0.1 0.4 73,353 76,727 2.5 2.4
Shares in investment funds 3,493 7,984 3.2 6.4 30,868 40,254 1.1 1.3

Total assets 109,990 124,274 100 100 2,913,609 3,167,333 100 100

To memory:
Total liabilities 41,174 50,559 441,651 489,525

Source:  calculat ions extracted f rom Financial  Accounts of  the Bank of  I ta ly
(* )  The i tem is  cost i tuted by:  L i fe  and Non-Li fe  technical  reserves,  pension funds and TFR

Life insurance

TABLE 2 -  INVESTMENTS FUNDS NET COLLECTION
Euro mi l l ion

2002 2003 2004 2005(*)

Equity -9,705 -1,063 -2,322 -3,174
Balanced -12,024 -5,332 -2,684 -909
Bond -18,469 11,100 -380 4,646
Liquid assets 29,810 15,468 -6,508 -3,358
Flexible 2,381 3,079 1,339 2,220
Hedge 1,573 3,529 5,920 1,779

Total -6,434 26,781 -4,633 1,204

Source: Assogestioni. (*) Data concerning the first four months



Information to be produced for the client

An informative prospectus is  to be provided in the pre-contractual  phase,
relat ing to the type of  insurance pol icy.  The prospectus is  to include the fol-
lowing information:  summary data sheet,  br ief ing note,  terms and condit ions
of insurance with the regulat ions discipl ining the internal  segregated or the
fund,  glossary and proposal  form.

The most signif icant new feature is  represented by the summary data sheet,
designed to inform the cl ient  in a simple and immediate way about the con-
tract ’s pr incipal  features.  In addit ion to the historical  performance data,  the
data sheet also includes the “average annual  percentage cost” indicator,  cal-
culated using the reduction in yield technique , which highl ights the amount by
which the hypothetical  return on the investment decreases due to the effect  of
the costs burdening the contract.

The analytical information already included in the briefing note has been
extended to provide further details: the obligation of detail ing all  the expenses
burdening the contract in table form in the case of unit-l inked policies has been
supplemented with the obligation of indicating the historical total expenses
ratio,  the historical performance data compared with the benchmark, the
declared ex-ante volatil ity and the observed retrospective volatil ity, and details
of the portfolio turnover. In the case of with profit policies the requirement has
been set whereby the contracting party is required to receive a customised proj-
ect – namely, a project prepared on the basis of the data reported in the policy
– which details the payments schedule and the benefits for each year of the
contract, based on two financial performance scenarios: the contractually guar-
anteed minimum performance and the performance indicated by ISVAP, currently
equal to 4% per annum. The requirement to provide the customised project for
FIP (individual pension scheme) policies has also been included in the case of
schemes based on unit-l inked policies.

The information that  the insurance companies are required to provide during
the contract has also been extended:  some addit ional  information has also
been set  in the annual  statements of  account sent to the cl ient  – in the case
of unit- l inked pol icies – this addit ional  information refers to the updated his-
torical  data for  the fund detai led in the brief ing note.  Furthermore,  the insur-
ance company has the obl igat ion to publ ish on i ts  internet web si te the inform-
ative prospectus,  the annual  statement of  account referred to the segregated
fund,  the annual  table detai l ing the structure of  the segregated fund and the
annual  management statement of  the internal  fund.  Regarding index-l inked
pol icies the publ icat ion of  the issuer’s rat ing has been added to the publ ica-
t ion of  the index value or the reference value.  F inal ly,  i t  is  important to men-
t ion that  the insurance company is  under obl igat ion to not i fy  the cl ient  i f  the
investment made suffers f inancial  losses exceeding 30%.
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Specific provisions

The insurance company is  under an obl igat ion to def ine a benchmark for  unit-
l inked contracts,  unless the management scheme excludes the indicator to be
calculated.  Furthermore,  the insured is  to be reimbursed for the unamort ised
commissions in the event of  transfer or  redemption in the case of  individual
pension schemes,  to ensure the r ight  to free movement among the supplemen-
tary pension schemes within the framework of  the supplementary Social  Secu-
ri ty  system, as rat i f ied by Law No. 243/2004.

Adequacy of  the insurance contract offered and conflicts of  interest

A requirement has been set  whereby insurance companies shal l  instruct  the
insurance intermediaries so that  they col lect  information from the insured
party and maintain a documentary record thereof in order to assess the ade-
quacy of  the contract proposed.  The intermediaries shal l  refrain from propos-
ing contracts which are inappropriate to the cl ient ’s  needs.

A number of  new condit ions have also been introduced as regards conf l icts
of  interest .  In  fact ,  insurance companies must  avoid performing transact ions
where there is  a  conf l ict  of  interest  in  the proposal  and in  the management of
L i fe  insurance contracts,  and,  i f  the foregoing is  not  possible,  insurance com-
panies however must  operate in  a way that  is  not  prejudicial  to  cl ients,  by
putt ing in  place procedures to ident i fy  and manage any conf l icts  that  may
arise.

Mergers among segregated funds and internal funds

Mergers among segregated funds and among internal  funds have been disci-
pl ined,  even though they remain subject to the prel iminary assessment by the
Supervisory Body.  In part icular,  i t  has been set  that  the foregoing transactions
can be implemented provided they are foreseen in the regulat ions discipl ining
the funds;  they are in the interests of  the contracting part ies involved in the
merger;  they are simi lar  to the characterist ics of  the funds also with regard to
investment pol icies;  they do not  entai l  charges to be borne by the insured and
an interrupt ion of  the management  arrangements .

Final provisions and repeals

In general ,  i t  has been set  that  new provisions shal l  come into force on 1st
December 2005 with some exceptions:  for  example,  regulat ions which disci-
pl ine mergers,  regulat ions relat ing to investment l imits and information obl i-
gat ions become effect ive immediately;  the obl igat ion of  publ ishing the issuer’s
rat ing for  index-l inked contracts came in force on 1st  Apri l  2005;  regulat ions
that impose reimbursement of  any unamort ised commission in FIP ( individual
pension scheme) contracts in the case of  transfer or  redemption wil l  come
into force on 1st  September 2005.
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CATEGORIES OF INTERNAL FUNDS FOR UNIT-LINKED POLICIES

ANIA recently classif ied internal  investment funds for  unit- l inked pol icies,  in
order to:

– faci l i tate the identi f icat ion of  the fund’s pr incipal  features;
– provide the cl ient  with an immediate indicator of  the investment services

offered by the insurance funds;
– provide insurance companies with a self-governing tool  to better classify

and monitor the asset under management in compliance with the invest-
ment pol icy def ined in the fund’s regulat ion and the information submitted
to cl ients.

The insurance investment funds were classif ied f irst  of  al l  by identi fy ing a
number of  macro-categories in which to include the funds.

Macro-categories

The fol lowing macro-categories have been identi f ied:

– equity funds
– balanced funds
– government and corporate bond funds
– l iquidity funds
– f lexible funds

Macro-categories are dif ferentiated each other by the minimum and maximum
investment percentage in equity,  therefore identi fy ing immediately the main
factors which define the fund’s asset-al location:

– equity funds are required to invest  at  least  70% of  the assets managed in
shares;

– balanced funds can invest  in shares within l imits that  range from 30% up to
70% of  the assets managed;

– government and corporate bond funds,  i f  “pure”,  cannot invest  in equit ies,
however i f  ”mixed”,  they can have a share equity component within a 30%
limit  of  the assets managed;

– l iquidity funds cannot invest  in equit ies;
– f lexible funds have no al location restraints as regards investments in

equit ies,  therefore the fund’s portfol io can include a variable equity com-
ponent ranging between 0% and 100%.

Each macro-category is  dist inguished internal ly  by dif ferent categories which
have been defined on the basis of  r isk factors:
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– equity:  issuer’s jur isdict ion and other residual  category def ined on the
basis of  the special isat ion by economic sector or  by country;

– balanced:  proport ion of  the equity component;
– government and corporate bond: market risk, identified by both the currency

denomination and by the duration of the managed portfolio, and the credit risk;
– l iquidity:  currency denomination and duration of the managed portfol io;
– f lexible:  no common r isk factor.

Equity funds categories

Equity funds are characterised by the fol lowing features:

– a principal  investment in equit ies,  at  least  70% of  the managed assets;
– a residual  investment,  equal  to at  least  30% of  the managed assets,  in

bonds and l iquidity.

The principal  investment must refer to the issuer’s jur isdict ion or the special-
isat ion def ined by the category,  and determines the denomination of  the cate-
gory.

The residual  investment can consist  of  government and corporate bond of  any
issuer or of  l iquidity in the currency of  the market def ining the category or in
Euro.

The equity funds categories are as fol lows:

– I talian
– European
– North American
– Pacific
– global
– specialised
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BASED ON EQUITY COMPONENT PROPORTION ON EQUITY INVESTMENT
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Moreover,  the equity funds are characterised by the fol lowing specif icat ions:

– funds belonging to the I talian,  European,  North American and Pacific
equity categories are characterised by a principal  investment in equit ies
with the issuer belonging to the corresponding defining geographical  area.
The European,  North American and Pacif ic geographical  areas consist  of
the developed countr ies of  the respective areas;

– global equity funds are characterised by a principal  investment in equit ies
relat ing to global  international  shares indexes,  def ined in the fund’s regu-
lat ions or with the issuer or issuers belonging to dif ferent geographical
areas as def ined in the fund’s regulat ion;

Specialised equity funds can be identi f ied by a special isat ion,  according to
the economic sector,  to a specif ic country or to a given restr icted group of
countr ies:

– the special ised equity funds based on the economic sector ( for  example:
industry,  f inance) are characterised by a principal  investment in equit ies
relat ing to a given economic sector or  to the combination of  two or more
sectors,  as def ined in the fund’s regulat ion;

– the special ised equity funds based on the country are characterised by a
principal  investment in equit ies with the issuer belonging to a given coun-
try or  to a restr icted group of  countr ies def ined in the fund’s regulat ion.

The fund’s potential  al location to several  equity categories by considering
only the portfol io’s equity component must be def ined and resolved in favour
of  a single category in the fund’s regulat ion,  thanks to the identi f icat ion of  the
reference benchmark.
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PRINCIPAL INVESTMENT (EQUITIES)

Geographical areas
Maximum

Investment
Minimum

Investment
Italy

70% X

X

X

X

30%

30%

30%

30% X X

X X

X

X

X

30%

30% not significant

not significant

70%

70%

70%

70%

70% economic sector, country or group of countries defined in the regulations

not significant

Europe
North

America
Pacific Other

Currency

Euro
Definition
countries

RESIDUAL INVESTMENT
(BONDS AND LIQUID ASSETS)

Italian equity

European equity

North American equity

Pacific equity

Global equity

Specialised equity

CATEGORY



Balanced funds category

The balanced funds categories are dist inguished exclusively in relat ion to the
proport ion of  the equity component,  which must be equal  to at  least  30% and
up to 70% of  the fund’s f inancial  portfol io.

The balanced categories are as fol lows:

– balanced-equity
– balanced
– balanced-bond

Funds forming part  of  the balanced-equity and balanced-bond categories are
characterised by having a prevai l ing port ion of  the investment in equit ies and
bonds or l iquid assets,  respectively,  as def ined by the denomination of  the
category.  In part icular:

Funds belonging to the:

– balanced-equity category is  identi f ied by an investment in equit ies ly ing
between 50% and 70% of  the managed portfol io;

– balanced-bond category is  characterised by an investment in equit ies that
can l ie between 30% and 50% of  the managed portfol io;

– balanced category is  characterised by the central  posit ion of  the equity
investment component,  which however can vary over a range between 30%
and 70% of  the managed portfol io in order to provide the operator with a
broader mandate to seize market opportunit ies.

Government and corporate bond funds category

The government and corporate bond funds categories are based on the combi-
nation of  r isk factors which general ly  characterise the investment in bonds,
such as the market r isk and the credit  r isk.

The market r isk is  taken into considerat ion to def ine the categories based on
the fol lowing parameters:
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– currency denomination:  Euro,  US dol lar  or  other currencies;
– portfol io durat ion:  in order to def ine the government bond categories,  this

parameter must be less than or equal  to 3 years for  the category to be
defined as “short-term” or more than 3 years to def ine the category as
“medium/long-term”.

The credit  r isk is  def ined on the basis of  the fol lowing parameters:

– the issuer’s jur isdict ion;
– the type of  issuer:  sovereign state (government)  or  enterprise (corporate) .

The fol lowing bond categories are def ined on the basis of  the previous r isk
factors:

– Pure government Euro short-term bond
– Pure government Euro medium/long-term bond
– Pure corporate Euro bond
– Pure government international short-term bond
– Pure government international medium/long-term bond
– Pure corporate international bond
– Mixed Euro area bond
– Mixed international bond

The pure bond funds must invest  the ent ire portfol io in bonds and l iquidity,  and
cannot hold equit ies unless the equit ies originate from the conversion of
bonds held in the portfol io,  and provided their  aggregate value does not
exceed 10% of  the portfol io and that  they are sold as soon as possible.  Pure
bond funds are characterised by a principal  investment equal  to at  least  70%
of the portfol io in government or  corporate bonds defined by the category,  and
by a residual  investment equal  to at  least  30% of  the portfol io.

Furthermore,  these funds are characterised by the fol lowing specif icat ions:

– Pure Euro bond funds are characterised by a principal  investment in f inan-
cial  instruments denominated in Euro;

– Government bond funds are characterised by a principal  investment in
f inancial  instruments with sovereign issuers or international  inst i tut ion
issuers promoted by sovereign ent i t ies,  whereas the corporate bond funds
are characterised by a principal  investment in f inancial  instruments with
issuers other than sovereign issuers or international  inst i tut ion issuers
promoted by sovereign ent i t ies;

– the overal l  durat ion of  the short-term bond funds portfol io must not  exceed
3 years,  the overal l  durat ion of  the medium/long-term bond funds portfol io
must exceed 3 years.

Whereas, the mixed bond funds can invest up to 30% of the portfolio in equities
and do not have further restraints regarding their investment policy.
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Liquidity funds category

The l iquid i ty  funds invest  a l l  the port fo l io  in  bonds and l iquid  assets .  The
port fo l io  durat ion must  be less than 1  year.  The l iquid i ty  funds categor ies  are
di f ferent iated by the currency denominat ion of  the secur i t ies  held  in  the
port fo l io :

– Euro area l iquidity
– other currencies l iquidity

Flexible funds category

Flexible funds do not have any restraint  regarding the structure of  the base
investments (equit ies,  bonds) and do not  share any specif ic r isk factor ( for
example:  geographical ,  sectorial  or  currency).  Therefore,  there is  only one
category.

Al l  categories can be coded as shown in the table fol lowing for a concise and
immediate identi f icat ion of  the category to which the insurance investment
fund belongs,  or  for  publ icat ion purposes.
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PRINCIPAL INVESTMENT RESIDUAL INVESTMENT

Minimum
investment

Currency Nature issuers

Euro
Other

currencies
Sovereign Corporate < = 3 years > 3 years

Nature

Equities (*) 
Bond and

liquid assets

Duration
(total portfolio) Maximum

investment

70% 10%30%

30%

30%

30%

30%

30%

10%

10%

10%

10%

10%

70%

70%

70%

70%

70%

70% X

70%

X X X

XX

X not significant

not significant

X

X

X

X

X

X

X

X

X

X

X

X

X

X

XX

X Maximum 30% equities held in portfolio. No further restraints

Maximum 30% equities held in portfolio. No further restraints

Pure government Euro
short-term bond

Pure government Euro
medium/long-term bond

Pure corporate Euro bond

Pure government international
short-term bond

Pure government international
medium/long-term bond

Pure corporate international bond

Mixed Euro area bond

Mixed international bond

CATEGORY

SUMMARY TABLE OF BOND CATEGORIES

(*)  Equit ies,  to  be sold as soon as possible,  or ig inat ing f rom the conversion of  bonds held in  the port fol io
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CATEGORY ANIA CODE

Italian equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . AIT
European equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . AEU
North American equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ANA
Pacific equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . APA
global equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . AGL
specialised equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ASP
balanced-equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . BAZ
balanced  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . BIL
balanced-bond  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . BOB
pure government Euro short-term bond  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . OEB
pure government Euro medium/long-term bond  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . OEM
pure corporate Euro bond . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . OEC
pure government international short-term bond  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . OIB
pure government international medium/long-term bond . . . . . . . . . . . . . . . . . . . . . . . . . OIM
pure corporate international bond . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . OIC
mixed Euro area bond  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . OME
mixed international bond  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . OMI
Euro area liquidity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . LAE
other currencies liquidity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . LAA
flexible . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . FLE

The investment in derivat ive f inancial  instruments must be considered,  for  the
purpose of  the classif icat ion of  internal  funds,  by taking into account their
effect  on the fund’s aggregate r isk,  in part icular on the various r isk factors
(market r isk,  denomination currency and durat ion)  which identi fy  the cate-
gory.

Self-regulation

The ini t ial  category al location is  under the responsibi l i ty  of  the company that
promotes the product l inked to the investment fund.  Every company that  mar-
kets a new insurance product def ines the relevant category of  the fund to
which the product is  l inked,  and includes this information in the contractual
documentat ion del ivered to the cl ient .

Moreover,  insurance companies undertake to put  in place self-regulat ion
mechanisms to comply with the investment percentages,  the types of  securi-
t ies,  the issuer’s jur isdict ion and the durat ion of  the managed portfol io and al l
the factors which define and represent the l imits of  the investment act ivi t ies
of  each category.
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QUARTERLY EQUATION TO FORESEE THE LIFE CLASS PREMIUMS

This in-depth analysis i l lustrates the results of  an est imate for  the trend of  the
income premiums in Li fe insurance classes in relat ion to a number of  macro-
economic variables,  to obtain quanti tat ive forecasts based on the trends of
the I tal ian economy.

The ongoing process of  f inancial  innovation and the reforms of  the pension
system which have been introduced during the last  decade make the est i-
mates part icularly complex.  We are witnessing a scenario that  in economic
terms is  def ined as a change of  regime.  Figure 1 shows the rat io between the
Life insurance premiums and the nominal  GDP from 1980 to 2004.

It may be noted that there is a rapid acceleration in the growth trend from the
mid-’90s, concurrent with the principal reforms of the pension sector and with the
major innovations in the distribution system (suffice it to consider the develop-
ment of bank insurance). Figure 2 shows the annual growth rate of the Life insur-
ance premiums. It can be readily noted how the growth of premiums does not fol-
low a linear trajectory, but is subjected to increases and sudden decreases. It
follows that the relationships between premiums and the other macro-economic
magnitudes deduced by the observation of past trends could weaken until they
become meaningless with the changing institutional framework in which the eco-
nomic factors operate. Consequently, an equation obtained without taking into
account the change in regime would have a limited predictive capacity.

The basic assumption is  that  the volume of  premiums for the Li fe insurance
sector is  determined by the demand,  which is  addressed by an inf ini tely elas-
t ic offer.  This is  undoubtedly a quest ionable assumption,  which could under-
value the role played by the sales networks in the strategies adopted by the
insurance companies.
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FIGURE 1
LIFE INSURANCE SECTOR PREMIUMS AS A % OF GDP

Source: ISVAP
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Therefore,  i t  is  assumed that  the dynamics of  the insurance premiums are
guided by three factors.  The f irst  trend,  which is  s lower and long-term, is
inst i tut ional :  the process of  f inancial  deregulat ion enables households to
invest  their  savings in a broader series of  instruments.  Furthermore,  the
demographic evolut ion of  I tal ian society changes the demand for f inancial
investments,  both as regards the quanti ty  and the characterist ics ( l iquidity,
level  of  r isk) .  F inal ly,  the major reforms of  the pension system and of  the f inan-
cial  brokers which were implemented in the ‘90s may have inf luenced the
demand for Li fe insurance,  ei ther direct ly,  through the authorisat ion to offer
new products,  and indirect ly,  through changing savings and investment deci-
sions.  F inal ly,  with regard to the offer,  the f inancial  innovation enables the
operators ( including the insurance companies)  to broaden and dif ferentiate
the range of  products.

We start  with the assumption that  L i fe  insurance pol ic ies have broadly
acquired the characterist ics of  f inancial  investments to describe the second
trend,  which we assume governs the trend of  premiums in the medium-term,
and that  therefore,  the demand for Li fe insurance pol icies is  determined posi-
t ively by the income avai lable to households and negatively by the rate of
inf lat ion;  this second assumption is  based on the considerat ion that  recourse
by households to inst i tut ional  investors increases as the nominal  y ields,  of
which inf lat ion is  a proxy,  decrease.

Final ly,  the third trend,  on which the short-term dynamics depend,  is  associ-
ated with seasonal  factors,  with changes in the macro-economic variables
and with the impact of  adjustment costs which households address when
restructuring their  portfol io.

The econometric analysis is  based on quarterly data that  ranges from the f irst
quarter of  1995 to the fourth quarter of  2004.  The dependent variable is  given
by the reported premiums,  identi f ied by ISVAP.
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To simpl i fy,  we wil l  assume that  the f irst  trend is  only a t ime dependent func-
t ion.  The demand for Li fe insurance pol icies increases,  ceteris paribus ,  with
the progress of  f inancial  innovation.  I t  is  real ist ic to assume that  the rate of
the growth process decreases with t ime,  as the fract ion of  income al located
to purchasing Li fe insurance pol icies approaches the desired level .

The trend of  the rat io between Li fe insurance premiums and avai lable income,
both in nominal  terms,  would therefore fol low non-l inear dynamics,  which can
be represented by a logist ic function.  This refers to a functional  form that  is
extensively used to model  the demand for new products ( for  example:  mobi le
telephones).  The est imate of  this function gave the fol lowing results:

PRM 2.58
log (–––––) = –––––––––––––––––– – 6.38 (1)

YD 1 + 26.44 •  exp(–0.09 t )

Where PRM is the level  of  the premiums,  YD is  the avai lable income and t  is
the t ime,  measured in quarters.

Figure 3 i l lustrates the series bui l t  up using the est imated coeff icients.

The second dynamics are the result  of  the actual  f inancial  choices which the
households make,  given the inst i tut ional  trend.  By applying a highly simpl i f ied
model  for  the choice of  portfol io,  i t  is  found that  the opt imum amount of
resources to be al located to Li fe insurance premiums ( in real  terms) wi l l
depend posit ively on the income avai lable to households in real  terms and wil l
depend negatively on inf lat ion.  I t  is  found that  the demand for Li fe insurance
premiums,  over the medium-term, complies with the fol lowing relat ionship:

log(PRMR )  = log(YDR )  – 0.08 INFL + 0.91 trend (2)
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Where PRMR and YDR are respectively,  premiums and avai lable income, in
real  terms,  and INFL is  the inf lat ion.

This relat ionship is  usual ly  cal led the long-term relat ionship in econometrics.
A 1% increase in the avai lable income produces an equivalent  increase in the
Life insurance premiums,  in the long-term, due to the growth generated by the
trend,  whereas the growth in inf lat ion of  one percentage point  reduces the
Life insurance premiums by 0.08%.

Final ly,  the short-term dynamics,  namely the quarterly variat ion rate,  depend
on seasonal  factors and the gap between the level  of  premiums observed in
the previous quarter and the object ive described by the long-term relat ionship
(2) .  The equation becomes:

∆ log(PRMR )  = – 0.29∆ log(PRMt-1)  – 0.39( log(PRMRt-1)  – log(YDRt-1)  +
+ 0.08 INFLt-1 – 0.91 trendt-1)  + seasonal  factors

(3)

The stat ist ical  propert ies of  this equation are suff icient ly  robust :  in part icular,
the forecast error of  one quarter ( the so-cal led,  standard error)  is  equal  to 6%
and the approach index (R squared) is  equal  to 96%.

Equation (3)  can be used to predict  the premiums trend using the forecasts for
the avai lable income and inf lat ion provided,  for  example,  by the Organisat ion
for Economic Co-operat ion and Development (OECD).  An important warning is
that  the forecasts depend crucial ly  on the forecast trend assumptions,  a typi-
cal  problem when est imating scenarios that  evolve rapidly.  The result  of  the
forecast exercise referred to 2005 is  detai led in the last  chapter.



Premium income in the Non-Life class registers a growth rate
that  is  lower since 1998 (3 .5%).  Non-Life classes incidence on
the total  premium income remains  unvaried.  In  relat ion  to
premiums incurred the incidence on claims cost  decreases.  The
reinsurance balance is  negative.  The overall  technical  account
resul t  remains  pos i t ive  and  i ts  inc idence  on  premiums
improves.

DOMESTIC BUSINESS

Premiums for direct  domestic business for  the 113 insurance companies oper-
at ing in Non-Life classes were equal  to Euro 35,411 mil l ion,  with a 3.5%
increase in nominal  terms and 1.5% in real  terms.  For the Non-Life classes,  as
well  as for  the Li fe classes,  2004 registers the lower growth rate since 1998,
thanks to the l imited growth in the motor insurance business (which repre-
sents 50% of  the overal l  Non-Life income) and,  in presence of  a “soft” rein-
surance market ( that  is ,  with a high r isk absorpt ion capacity) ,  a decrease in
premium rates,  mostly in transports.  The percentage incidence on the total  of
Non-Life and Li fe premiums total led 35%, in l ine with the year 2003.

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 24,924 mil l ion (24,456 in 2003) ,  with a
1.9% increase;  the rat io to earned premiums was equal  to 71.6%, ref lect ing a
decrease compared to 73.1% of  2003.  

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
Euro 24,548 mil l ion (24,306 in 2003) ,  with a 1.0% increase.  The rat io to earned
premiums was equal  to 70.5%, ref lect ing a decrease compared to 72.6% of
2003.

Operating expenses amounted to Euro 8,058 mil l ion (7,703 in 2003) ,  thus repre-
senting 22.8% of  direct  premiums (22.5% in 2003) .  These include,  in addit ion to
acquisi t ion costs,  costs arising from premium col lect ion,  costs relat ing to the
organisat ion and management of  the distr ibut ion network,  also the administra-
t ion expenses relat ing to technical  management of  insurance business.

The technical balance for direct  business was posit ive at  Euro 1,604 mil l ion
(967 in 2003) .
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Considering the investment income, equal  to Euro 1,910 mil l ion,  the technical
account result  for  direct  business was posit ive at  Euro 3,514 mil l ion (2,596 in
2003) .  This result  represented 10.1% of  premiums (7.8% in 2003) .

The passive reinsurance and net indirect  business result  was negative at  Euro
859 mil l ion (-407 in 2003) .

The overall  technical account result was posit ive at  Euro 2,655 mil l ion (2,189
in 2003) .  The rat io to premiums represented 7.6% (6.5% in 2003) .

NON-LIFE INSURANCE AND GDP

In 2004 the incidence of Non-Life premium on GDP registered a sl ight decrease
(from 2.63% to 2.62%); with the only exception of 1996, in the last decade such
incidence always had turned out in increase, even if  with rather contained
rates. The l imited increment of the motor insurance and premium rates in
reduction in some classes as transports ones have contributed to this result.
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1998 1999 2000 2001 2002 2003 2004

Gross written premiums 24,501 26,246 27,875 29,926 32,415 34,213 35,411
Changes in premiums reserves (-) 937 766 532 776 764 734 611
Incurred claims (-): 20,403 21,525 23,015 23,024 23,654 24,306 24,548
- incurred claims cost for the current accident year (-) 19,848 20,989 22,156 22,397 23,407 24,456 24,924
- redundancy/deficiency of reserves for those 
- claims incurred in previous accident years -555 -536 -859 -627 -247 150 376
Balance of other technical items -503 -414 -434 -326 -460 -503 -590
Operating expenses (-) 5,981 6,211 6,471 6,891 7,331 7,703 8,058
Direct technical balance -3,323 -2,670 -2,577 -1,091 206 967 1,604
Investment income 2,193 1,608 1,804 1,632 1,211 1,629 1,910
Direct technical account result -1,130 -1,062 -773 541 1,417 2,596 3,514
Reinsurance results and other items 382 292 720 281 -124 -407 -859
Overall technical account result -748 -770 -53 822 1,293 2,189 2,655

Annual % changes in premiums – 7.1% 6.2% 7.4% 8.3% 5.5% 3.5%
Combined ratio 111.0% 108.1% 107.4% 102.0% 97.3% 95.1% 93.3%
- Expense ratio 24.4% 23.7% 23.2% 23.0% 22.6% 22.5% 22.8%
- Loss ratio: 86.6% 84.5% 84.2% 79.0% 74.7% 72.6% 70.5%

- Loss ratio for the current accident year 84.2% 82.4% 81.0% 76.8% 74.0% 73.1% 71.6%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums -2.4% -2.1% -3.1% -2.2% -0.8% 0.4% 1.1%

Technical balance/Earned premiums -14.1% -10.5% -9.4% -3.7% 0.7% 2.9% 4.6%
Technical account result/Earned premiums -4.8% -4.2% -2.8% 1.9% 4.5% 7.8% 10.1%
Overall technical account result/Earned premiums -3.2% -3.0% -0.2% 2.8% 4.1% 6.5% 7.6%

Indexes and changes (%) are calculated on data in  Euro thousand



TOWARDS THE ANTI-FRAUD AGENCY

The occurrence of  fraudulent act iv i t ies against  insurance companies is  very
widespread as i l lustrated by the stat ist ics prepared periodical ly  by ANIA and
ISVAP and by the information reported by the media regarding the ini t iat ives
to counter fraud.

Countering fraud using contractual  tools (pr ice discrimination and/or the
introduction of  an insurance exclusion)  is  not  a feasible solut ion,  especial ly  in
the case of  third party l iabi l i ty,  where the compensation is  paid by the insur-
ance company of  the insured party that  caused the accident,  s ince this insur-
ance company does not  have a contractual  relat ionship with the damaged
party.  Furthermore,  the level  of  expenditure sustained separately by each sin-
gle insurance company to counter fraud can be less than the opt imum amount,
as also ful ly  demonstrated by the economic l i terature,  in part icular,  due to the
dif f icult ies of  assessing the overal l  return of  the ant i-fraud activi ty,  in eco-
nomic terms.

The awareness of  the social  damage caused by fraud and the str ingent l imits,
f i rst  of  a l l  associated with the regulat ions discipl in ing pr ivacy aspects,
imposed on anti-fraud activi t ies performed by private part ies,  such as insur-
ance companies,  have induced ANIA to propose establ ishing a National  Anti-
fraud Agency at  ministerial  level ,  probably at  the Home Off ice.

The Agency could be f inanced entirely by the insurance sector and should
work closely with the ant i-fraud functions of  the insurance sector and part ic-
ularly with the ANIA Anti-Fraud Centre.  The object ive is  to strengthen the pre-
vention act ion and the act ion to counter fraud,  through more effect ive coordi-
nat ion among the authori t ies and insurance companies with reference to
invest igat ion and repression act ivi t ies.

This type of  innovative partnership between the private sector and the Gov-
ernment has the potential  of  l imit ing insurance costs and in this way l imit ing
premiums;  i t  is  consistent  with the scheme proposed recently by the OECD
Committee on insurance that ,  whi le drawing up a code of  conduct to improve
the qual i ty  of  c la ims set t lement  arrangements ,  prepared a  document  in
November 2004,  which indicated the fol lowing conclusions:  “First  of  al l ,  the
recommendat ions refer  to  the insurance companies,  but  a lso the publ ic
authori t ies which are invited to encourage or be pro-active in implementing
the establ ishment of  a publ ic or  pr ivate off ice to counter insurance fraud.  Fur-
thermore,  where legal ly  possible,  insurance companies are invited to co-oper-
ate in countering fraud by contr ibut ing to set  up a sector databank to share
information on requests for  fraudulent compensation”.
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AN INTERNATIONAL COMPARISON ON ANTI-FRAUD STRUCTURES

The reorganisat ion of  act iv i t ies to counter insurance fraud in our country,
which in the f irst  place becomes tangible in the proposal  to establ ish an ant i-
fraud agency,  has foreseen an analysis of  the experience gained by other
countr ies which are part icularly advanced in this area,  such as France,  Ger-
many,  the United Kingdom and the United States.

These countr ies operate from dif ferent formal posit ions:  whi le the driving
force for these structures in Europe is  represented by the Trade Associat ion,
which is  a pr ivate Associat ion,  the ant i-fraud agencies in the United States
are publ ic inst i tut ions foreseen by the laws of  the single States.  The fol lowing
aspects are the common denominators of  these reference models:

– f inancial  support  exclusively by the insurance sector;

– co-operat ion with the Pol ice Forces;

– the importance of  exchanging information via special ist  databases and
invest igator networks.

In Europe the insurance companies and the Pol ice Forces carry out  invest iga-
t ions,  within the l imits of  their  respective jur isdict ions,  with regard to the use
of invest igators,  whi le the central  ant i- fraud structures establ ished within the
Trade Associat ion,  at  best ,  are responsible for  coordinat ing the general
strategies for  the sector;  in the United States,  by contrast ,  the agencies also
perform invest igat ion act ivi t ies using their  own special ists,  al though the
insurance companies are under an obl igat ion to have their  own invest igat ion
units1.

Brief  descript ions are provided below on a number of  ant i- fraud structures in
Europe and in the United States.

France

ALFA (Agence pour la Lutte contre la Fraude à l ’Assurance),  is  the structure to
counter fraud,  and is  a pr ivate body,  owned entirely by the insurance compa-
nies,  on a no-prof i t  basis,  with the object ive of  providing legal  support  to the
member companies in al l  classes.

ALFA has a network of  pr ivate invest igators,  a system of  telematic communi-
cations among the insurers,  acts as an interface with the inst i tut ions,  as wel l
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as having an intensive study and training act ivi ty  for  insurers and publ ic bod-
ies.  Furthermore,  ALFA owns two companies:  AGIRA, which manages a data-
base of  the l ist  of  contractual  withdrawals and suspensions in the motor sec-
tor and GIE ARGOS, which has the object ive of  searching for,  identi fy ing and
recovering stolen vehicles.

Germany

A division to counter fraud has been established in the framework of the
National Insurers Association (GDV), and it is in constant contact with the
Police Forces and the public authorities. The foregoing division has the princi-
pal role of defining the prevention and training policies for insurance personnel
regarding fraud-related aspects. The Association also promotes conferences on
the subject of fraud and participates in the activities of the regional workgroups.

The insurance data and history of  the vehicles and of  the relat ive owners are
recorded in a database avai lable to the insurance companies;  specif ic soft-
ware enables the information avai lable to be cross-referenced,  to identi fy
inconsistencies,  as wel l  as automatical ly  not i fy ing the insurance companies
of any suspicious cases.

United Kingdom

The Anti-Fraud Committee has been establ ished in the framework of  the Asso-
ciat ion of  Bri t ish Insurers (ABI)  for  the purpose of  coordinat ing act ivi t ies to
counter insurance fraud on a sectorial  level  through the def ini t ion of  general
act ion strategies and with col laborat ion from the Government,  Pol ice Force
and other f inancial  sectors.

The ABI avai ls  of  special  software which enables information to be exchanged
among the insurance companies,  as wel l  as a telephone service to faci l i tate
report ing insurance fraud.  Information is  entered in the database direct ly by
the insurance companies and the database stores data relat ive to insured
vehicles and property stolen or destroyed in f i res.

United States

California
The activi ty  of  countering insurance crime is  entrusted to the Criminal
Invest igat ion Branch of  the Cal i fornia Department of  Insurance,  the State
Insurance Department.

The Criminal  Invest igat ion Branch carr ies out  invest igat ions and the Fraud
Division has been establ ished within i ts  structure,  and has the task of  pro-
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tect ing the community against  fraudulent act iv i t ies which damage the sec-
tor,  identi fy ing the persons that  perpetrate such fraudulent act iv i t ies,  as
well  as providing al l  the invest igat ion and support  services to implement
init iat ives to counter fraud in the Non-Life and Li fe insurance classes.

The invest igators,  which have pol ice off icer status,  assess the existence
of the condit ions to open a formal invest igat ion based on the information
received or col lected direct ly.

A dist inct ive aspect of  the Cal i fornian model  consists in the fact  that  the
insurance companies operat ing within the State have a legal  obl igat ion to
noti fy  the Fraud Division of  anomalous si tuat ions which could be indicat ive
of fraud;  i f  the not i f icat ion is  groundless,  an exemption clause is  foreseen
in such cases in favour of  the employees of  insurance companies and bro-
kers under the provisions which discipl ine slander and defamation.

The Fraud Division is  f inanced entirely by the insurance companies.

Massachusetts
The MIFB (Massachusetts Insurance Bureau) is  a publ ic invest igat ion
agency that  has the object ive of  preventing and countering insurance
fraud,  in part icular,  insurance fraud related to the motor and personal
injury sectors.  The MIFB is f inanced by the insurance companies of  the
sector.

The Agency has expert ise in the invest igat ion f ield and has avai lable spe-
cif ic databases,  as wel l  as i ts  own group of  invest igators that  are assigned
cases which can be opened on the basis of  reports made by third part ies or
direct ly at  the ini t iat ive of  the Bureau i tself .

The insurance companies have a legal  obl igat ion to not i fy  suspicious
cases to the MIFB, and to provide al l  useful  information to identi fy  ele-
ments of  proof.

The MIFB engages in an important training operat ion of  the personnel
employed by insurance companies and the publ ic authori t ies,  in addit ion to
the invest igat ion act ivi t ies.

INSURANCE OF BANK OPERATING RISKS

The new Basel 2 regulations governing bank operating risks

The growth in size,  the adoption of  complex IT technologies,  internet banking
and trading on l ine,  recourse to outsourcing of  various business areas ( for
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example:  EDP) have generated an increase in the complexity of  the banks’
organisat ion in recent years.  This has lead to an increase in the importance of
potential  losses associated with IT security,  the possibi l i ty  of  human error in
the processes,  legal ,  fraud and inf idel i ty  r isks.

For these reasons the Basel  Committee2 has def ined the operat ing r isks in the
new agreement relat ing to capital  requirements (so-cal led Basel  I I ) ,  and has
establ ished that  the banks shal l :  a)  put  in place the necessary operat ing safe-
guards;  b)  hold a capital  reserve in relat ion to the operat ing r isks.  This new
equity requirement is  in addit ion to the requirements which must be estab-
l ished in relat ion to market and credit  r isks.

The operat ing r isk is  def ined as “the r isk of  losses arising from the inade-
quacy or the malfunction of  procedures,  human resources or internal  systems,
or external  events.  This def ini t ion includes the legal  r isk,  but  not  the strategic
and reputat ion-related r isk.”

The Basel  Committee has establ ished three approaches to calculate the equity
coeff icients in relat ion to the operat ing r isk,  with an increasing level  of  com-
plexity:

1) “basic indicator approach”
banks that  adopt this approach must hold a capital  amount in reference to
the operat ing r isk equal  to a f ixed percentage of  the annual  brokerage mar-
gin,  establ ished by the Committee (15%),  referred to the three previous
f inancial  years;

2) “standardised approach”
this approach divides the bank’s business into eight  operat ing l ines3;  the
equity requirement for  each operat ing l ine is  calculated by mult iplying the
specif ic brokerage margin by a factor assigned to that  given l ine (estab-
l ished by the Committee) ;  the total  equity coeff icient  is  calculated as a
simple sum of  the coeff icients of  each l ine.
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2 The Basel  Committee was set  up at  the end of  1974 by the Governors of  the Central
Banks of  the “Group of  10 Countr ies” (G10) ;  the fol lowing countr ies are currently mem-
bers of  the group:  Belgium, Canada,  Germany,  France,  I taly,  Japan,  Luxembourg,  Hol-
land,  Spain,  Sweden,  Switzerland,  United Kingdom, and the United States of  America.
The Committee has no formal supranational  authori ty  and i ts  conclusions have no
direct  imposit ion val idi ty  but  are based on “moral  suasion” through suggestions,  rec-
ommendations and guidel ines.
3 The operat ing l ines are as fol lows:  “corporate f inance”,  “trading & sales”,  “retai l
banking”,  “commercial  banking”,  “payment & sett lement”,  “agency services”,  “asset
management”,  “retai l  brokerage”.



3) “advanced measurement approaches” – AMA

in  this case the requirement wi l l  be equal  to the value generated by the
bank’s internal  model  to measure the operat ing r isk.  The use of  this
approach is  subject to approval  by the supervisory body.  Part ial  uses of
this approach are also permitted i f  certain condit ions are complied with,  in
the sense that  the bank may use an AMA for a number of  operat ional  seg-
ments and the other approaches for the remaining segments.

The  Base l  Commit tee  encourages  banks  to  adopt  the  more  advanced
approaches as they progressively put  in place more sophist icated systems
and practices to measure the operat ing r isk;  banks which actively engage in
international  business and banks which have a signif icant exposure to operat-
ing r isk should adopt the approach most appropriate to their  r isk prof i le and
level  of  complexity;  banks are not  al lowed to return to adopting a simpler
approach without the authorisat ion of  the supervisory body,  once they have
been authorised to use a more advanced approach.

Recent studies est imated the absorpt ion of  the economic capital  held by
banks in relat ion to the operat ing r isks in a range that  l ies between 15% and
25% of  their  equity,  a quota that  exceeds the quota foreseen for market r isks.

The New Basel  Agreement also includes a specif ic reference to insurance
covers .  In  par t icu lar,  i f  a  bank  adopts  the  “advanced  measurement
approaches” (AMA) the Supervisory Authori ty  can authorise the bank to
acknowledge the mit igat ing effect  of  the insurance covers for  the purpose of
calculat ing the requirement  relat ive to the operat ing r isk ( therefore,  there is
no automatic relat ionship) .  The acknowledgement wi l l  be l imited to 20% of
the overal l  capital  cost  relat ing to the operat ing r isk.  Moreover,  the Basel
Committee establ ishes that  the migrat ion effect  is  subject  to  the fol lowing
condit ions:

– the insurance company must have a rat ing at  least  equal  to A (or  equiva-
lent)  referred to i ts  payment capacity;

– the insurance pol icy must have an ini t ial  durat ion of  not  less than one year.
The bank shal l  adopt appropriate techniques to achieve a progressive
reduction (so-cal led “haircut”)  of  the attenuation effect  which ref lect  the
residual  l i fe of  the insurance pol icy in the case of  insurance pol icies with
a residual  durat ion of  less than one year.  A “haircut” equal  to 100% shal l
be foreseen in the case of  pol icies with a residual  durat ion equal  to or  less
than 90 days;

– the pol icy shal l  foresee a minimum termination not ice equal  to 90 days;

– the pol icy shal l  not  foresee exclusions or l imitat ions tr iggered by prudent
actions or – in the case of  a bank that  has gone bankrupt – foresee condi-
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t ions which preclude the bank,  the receiver or  l iquidator from recovering
sums by way of  damages suffered or expenses sustained by the bank in
question,  except in the case of  events which occurred after implementa-
t ion of  the receivership or sett lement procedures relat ing to the bank,  pro-
viding the insurance pol icy can exclude amendments,  money sanctions or
penalt ies arising from measures adopted by the supervisory body;

– the calculat ions to determine the r isk attenuation must ref lect  the bank’s
insurance cover to ensure a transparent and consistent  expression of  the
relat ionship that  exists with the actual  probabi l i ty  and the impact of  the
losses adopted to determine the capital  requirements relat ing to the oper-
at ing r isk;

– the insurance cover shal l  be provided by a third-party company.  In the
case of  insurance provided via a “captive” insurance company,  or  aff i l i -
ates,  the exposure shal l  be transferred to an independent third-party
enti ty,  for  example:  v ia a re-insurance contract,  which complies with the
el igibi l i ty  cr i ter ia;

– the scheme to acknowledge the insurance shal l  be soundly based and doc-
umented;

– the bank shal l  disclose the descript ion of  i ts  use of  insurance cover for  the
purposes of  reducing the operat ing r isk.

Current insurance covers for  banks

Many types of  event described in the Basel  Agreement are already subject to
cover – ful ly  or  in part  – in the insurance pol icies currently avai lable to banks
on the nat ional  and international  insurance market.

However,  the current insurance tool  is  st i l l  imperfect in i ts  capacity to cover
the operat ing r isk ful ly.

In fact ,  tradit ional  insurance pol icies currently treat  a number of  forms of
operat ing r isk individual ly,  with an intr insic historical  record of  extensions
and exclusions,  therefore not  readi ly  comparable with the need to consider
the foregoing r isk scenarios as something transversal  to the insurance struc-
ture that  is  in place.

For example:

Policy BBB, structured in various Sections,  is  designed to provide cover
chief ly  for  events of  a fraudulent nature,  which effect  the bank’s equity,
whether originat ing internal ly  (employee f idel i ty)  or originat ing external ly
(theft ,  robbery,  damage during transport ,  forged documents,  counterfeit  cur-
rency,  damage to premises fol lowing fraudulent act iv i t ies,  “computer cr ime”).

88 Italian insurance in 2004/2005

Non-Life insurance



The pol icy to cover the artistic heritage (works of  art  al l  r isks)  of  banks cov-
ers al l  the r isks which the banks may suffer both inside and outside their
premises during exhibit ions or restorat ion work.

The IT policy is  structured in sections and focuses on covering events which
may inf luence the functional i ty  of  the bank’s IT systems (damage to hardware
and to software,  reconstructing damaged archives,  higher costs,  disaster
recovery,  contractual  third-party l iabi l i ty  for  the damage caused to third par-
t ies in relat ion to the IT services provided by the bank).

The f ire policy is  designed to cover the “physical” equity assets,  such as the
bui ldings used for banking business and the relat ive content,  against  the r isk
of  f i re (and supplementary guarantees) ,  as wel l  as natural ,  social-pol i t ical  and
catastrophic events.  Moreover,  cover of  the bank’s third party l iabi l i ty  is  pro-
vided in relat ion to the t i t le of  ownership of  the insured property.

The third party l iabili ty/employee liabili ty  (RCT/O) policy is  designed to cover
the bank for  the amount the bank is  under obl igat ion to pay by way of  com-
pensation relat ing to third-party l iabi l i ty,  pursuant to law, for  personal  injury
and material  damage caused involuntari ly  to third part ies as the result  of  an
accidental  event occurring in i ts  capacity as an operator in the banking sec-
tor;  the insurance cover is  also appl icable to third-party l iabi l i ty  which may
involve the bank in relat ion to personal  injury and material  damage attr ibuta-
ble to a fraudulent event committed by persons assigned to act iv i t ies for
which the insurance cover is  provided and in reference to which the bank is
l iable under law.
Moreover,  the bank has third-party l iabi l i ty  cover in the case of  accidents suf-
fered by workers employed by the bank or by para-subordinated workers
assigned to act iv i t ies for  which insurance cover is  provided,  and for which the
Ital ian National  Insurance Inst i tute for  Industr ial  Accidents ( INAIL)  is  under
obl igat ion to provide benefi ts .

Whereas,  the professional third-party l iabili ty  policy is  designed to provide
the bank with insurance cover for  the amount that  the bank is  under obl igat ion
to pay,  in relat ion to third-party l iabi l i ty,  pursuant to law, to indemnify equity
losses caused involuntari ly  and direct ly to third part ies as the result  of  errors
made by the bank’s employees when executing banking transactions.

The Directors and Auditors third-party l iabili ty  policy (D.&O.)  is  designed to
provide cover for  corporate bodies for  the amount that  the latter  are under
obl igat ion to pay by way of  compensation for  damages relat ing to third-party
l iabi l i ty,  pursuant to law, against  equity losses caused involuntari ly  to third
part ies as the result  of  unlawful  act ions committed whi le performing the
duties indicated and for which insurance cover is  provided.  Moreover,  the
bank is  also covered only in the circumstance and up to the amount of  com-
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pensation that  the bank has legal ly  paid to the Directors and Auditors for
equity losses as the result  of  requests for  compensation for  damages made
against  the latter  for  unlawful  act ions committed whi le performing the dut ies
for which the insurance cover is  provided.

Final ly,  the personal injury and healthcare policy relat ive to employees is
designed to sett le a capital  amount or  a dai ly  amount in the case of  disabi l i ty
or death of  employees fol lowing personal  injury or i l lness.

I t  is  very important to have sound stat ist ical  references in order to improve
and adapt the insurance proposal  to the needs of  the banks.  For this reason
the I tal ian Banking Associat ion (ABI)  started to col lect  data in 2002 relat ing to
operat ing losses associated with single events experienced by i ts  members
(so-cal led I tal ian Operat ing Losses Database – IOLDB).  A common reference
definit ion is  currently being identi f ied in the framework of  this ini t iat ive to
adopt consistent  al location cri ter ia for  the operat ing losses among the vari-
ous Business Lines.

ANIA and ABI have establ ished a technical  workgroup to study the method-
ological  and operat ing problems associated with the implementat ion of  the
new rules,  a technical  workgroup in which numerous banks and insurance
companies part icipate.

PRIVATE AND PUBLIC COSTS OF NATURAL DISASTERS

More than half  of  the I tal ian Municipal i t ies are subject to the r isk of  land-
sl ides or f looding,  according to the data provided by the Ministry of  the Envi-
ronment,  with a 9.3% minimum in Sardinia and an 89% peak in Umbria.  A study
carried out  by Swiss Re est imates that  more than 60% of  I taly is  subject to the
risk of  f looding by r ivers or lakes.
Natural  disasters represent signif icant f inancial  damages for the community
at  large,  which is  only part ly  compensated by publ ic funds.  The data provided
by the Civi l  Defence Department provides an overview of  the costs relat ing to
natural  disasters.

The material  damage caused by natural  disasters in I taly between 1997 and
2003 was est imated at  approximately Euro 32 bi l l ion,  divided almost equal ly
between hydro-geological  and seismic events.  The average annual  damage
was equal  to approximately Euro 4.6 bi l l ion,  even i f  a signif icant and not sur-
prising variabi l i ty  can be noted:  1997 was the year with the highest losses,
with more than Euro 11 bi l l ion in damages,  due to the earthquake that  struck
the Marche and Umbria Regions,  whereas 2001 was the year with the lowest
losses,  with damages amounting to only Euro 374 mil l ion.
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DAMAGES DUE TO NATURAL DISASTERS
Euro mi l l ion

Overall Damages to
damages residential buildings

1997 11,298 6,357
Hydro-geological 382 17
Seismic 10,916 6,340
1998 1,653 811
Hydro-geological 865 75
Seismic 788 736
1999 631 45
Hydro-geological 628 45
Seismic 3 0
2000 8,879 760
Hydro-geological 8,717 684
Seismic 168 76
2001 374 71
Hydro-geological 318 43
Seismic 56 28
2002 6,044 1,340
Hydro-geological 2,998 101
Seismic 3,046 1,239
2003 3,147 231
Hydro-geological 3,002 132
Seismic 145 99

TOTAL 32,026 9,615
Hydro-geological 16,964 1,097
Seismic 15,062 8,518

Source:  data processed by ANIA based on data 
provided by the Civ i l  Defence Department
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The impact of  natural  disasters on residential  bui ldings dif fers depending on
the type of  event and the place in which the event occurs.  In overal l  terms,
damage to residential  bui ldings represents approximately 30% of  the overal l
damage (on average Euro 1.4 bi l l ion per year) .  However,  the percentage
increases to 56% in the case of  seismic events and is  l imited to 6.5% for f loods
and landsl ides.

The Finance Law for 2005 sets out  a possible new regulatory framework for  the
insurance cover of  natural  disasters.  The basic idea is  that  the Government
gradual ly  withdraws from direct  act ion in the case of  a catastrophe,  favouring
recourse to individual  insurance solut ions,  however protecting low income
property owners and maintaining the role of  the last  appeal  guarantor to
ensure the system’s solvency.  The provisions of  law are fair ly  scant and i t  is
not  yet  clear i f  the implementat ion decrees wil l  actual ly  be capable of  launch-
ing a new system.

CATASTROPHE RISK SECURITISATION

There were six issues of  catastrophe securit ies,  or  cat  bond in 2004 (seven in
2003) .  The value of  the transactions has decreased by approximately one third
compared with the record value of  US Dol lar  1 .73 bi l l ion in 2003,  total l ing US
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Dollars 1.14 bi l l ion,  a level  s imi lar  to the level  recorded in 2002.  There were 59
issues up to 2004,  including 25 by insurance companies,  31 by re-insurance
companies and 3 by companies outside the insurance sector,  according to a
study performed by Guy Carpenter and MMC Securit ies.

The characterist ic factors of  uncertainty relat ing to catastrophic events,  such
as the low frequency,  the l imited diversif iabi l i ty  and above al l  the high ent i ty
of  the potential  damage,  expose companies that  insure against  catastrophes
to the r isk of  serious f inancial  imbalances.  Researches performed on the con-
sequences of  hurr icane Andrew, which struck the South East  coast  of  the
United States in 1992,  show that Flor ida’s insurance industry would have been
insolvent i f  the hurr icane had struck Miami.

New f inancial  products (cat  bond) have developed from 1997,  which enable
the issuers ( in general ,  insurance and re-insurance companies)  to transfer
part  of  the catastrophe type r isks to the f inancial  market.  The cat bond oper-
ates l ike a normal bond for subscribers:  the principal  plus a coupon is  repaid
at the expiry date,  in general ,  the coupon is  higher than the coupon of  a nor-
mal f ixed income security.  In the event of  a catastrophe the subscriber loses,
part  or  al l  of  the coupon and/or the invested capital ,  depending on the seri-
ousness of  the catastrophe,  which is  measured by an object ive disaster index.
To-date,  none of  the events which have occurred have caused investors to
lose,  not  even the disasters which struck Flor ida last  summer.
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FIGURE 2
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The technical results of  the motor insurance business remains
positive,  thanks in particular to the maintenance of  reserves for
claims occurred in the years before 2004.  The incurred claims
cost for  the current accident year is  increasing and worsens i ts
incidence on premiums. The overall  technical results for  land
vehicles remains positive,  with an incidence on premiums that
is substantially unvaried compared to 2003.  

MOTOR LIABILITY MANAGEMENT

The data indicated below includes also data relat ing to compulsory third party
l iabi l i ty  insurance for watercraft .

Premiums for direct  domestic business ,  col lected from the 73 companies
operat ing in this class total led Euro 18,087 mil l ion in 2004 (+2.5% compared to
2003,  the lowest growth rate since 1998) ;  they are equal  to 51.1% of  the over-
al l  premiums for Non-Life classes (51.6% in 2003) .  The contained growth in
premiums is due,  on one hand,  to the appl icat ion of  the Agreement Protocol
signed in June 2003 between ANIA, the Government and the majori ty  of  the
Consumers Associat ions,  on the basis of  which motor insurance prices in the
period of  t ime from June 2003 to June 2004 should be contained and,  on the
other hand,  i t  is  due to an improvement in technical  results.  

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 14,561 mil l ion (13,982 in 2003) ,  with a
4.1% increase compared to 2003 since the decrease of  claims frequency,  that
i t  is  continued in 2004,  has been more than compensated by the increase of
the average claims cost .

On the whole the rat io to earned premiums ref lected an increase (from 80.5%
in 2003 to 80.9% in 2004) .  

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
Euro 14,375 mil l ion (14,177 in 2003)  with a 1.4% increase compared to 2003.  The
financial  year 2004 registers,  for  the f irst  t ime,  a redundancy (Euro 186 mil l ion)
for the reserves for  claims incurred in previous years.  The rat io of  incurred
claims cost  for  the f inancial  year to earned premiums was 79.9%, decreasing
compared to 81.6% in 2003.

Operating expenses amounted to Euro 3,169 mil l ion (3,047 in 2003)  and include,
in addit ion to acquisi t ion costs,  costs arising from premium col lect ion,  costs
relat ing to the organisat ion and management of  the distr ibut ion network,  also
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the administrat ion expenses relat ing to technical  management of  insurance
business.  The rat io on premiums was 17.5% recording a sl ight  increase com-
pared to 2003 (17.3%).

The  technical  balance for  d i rect  business was pos i t i ve  a t  Euro  224  mi l l ion  
( -36  in  2003) .

Considering the investment income, the technical account result for  direct
business was posit ive at  Euro 1,301 mil l ion (852 in 2003) .

Taking the balance for reinsurance into due account,  the overall  technical
account result was posit ive at  Euro 1,240 mil l ion (840 in 2003) ,  representing a
6.9% rat io to premiums (4.8% in 2003) .

LAND VEHICLES INSURANCE MANAGEMENT

This class,  def ined by law as “land vehicle hul ls”,  includes insurance against
al l  forms of  damage to or loss of  land motor vehicles.

MOTOR LIABIL ITY
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 11,767 13,249 14,221 15,344 16,653 17,646 18,087
Changes in premiums reserves (-) 253 466 173 333 341 280 91
Incurred claims (-): 12,110 13,248 13,886 13,734 13,735 14,177 14,375
- incurred claims cost for the current accident year (-) 11,142 12,322 12,775 13,043 13,438 13,982 14,561
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years -968 -926 -1,111 -691 -297 -195 186
Balance of other technical items -202 -187 -184 -98 -166 -178 -228
Operating expenses (-) 2,225 2,422 2,559 2,741 2,921 3,047 3,169
Direct technical balance -3,023 -3,074 -2,581 -1,562 -510 -36 224
Investment income 1,283 936 1,050 899 648 888 1,077
Direct technical account result -1,740 -2,138 -1,531 -663 138 852 1,301
Reinsurance results and other items 267 202 218 178 36 -12 -61
Overall technical account result -1,473 -1,936 -1,313 -485 174 840 1,240

Annual % changes in premiums - 12.6% 7.3% 7.9% 8.5% 6.0% 2.5%
Combined ratio 124.1% 121.9% 116.8% 109.3% 101.7% 98.9% 97.4%
- Expense ratio 18.9% 18.3% 18.0% 17.9% 17.5% 17.3% 17.5%
- Loss ratio: 105.2% 103.6% 98.8% 91.5% 84.2% 81.6% 79.9%

- Loss ratio for the current accident year 96.8% 96.4% 90.9% 86.9% 82.4% 80.5% 80.9%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums -8.4% -7.2% -7.9% -4.6% -1.8% -1.1% 1.0%

Technical balance/Earned premiums -26.3% -24.0% -18.4% -10.4% -3.1% -0.2% 1.2%
Technical account result/Earned premiums -15.1% -16.7% -10.9% -4.4% 0.8% 4.9% 7.2%
Overall technical account result/Earned premiums -12.8% -15.1% -9.4% -3.2% 1.1% 4.8% 6.9%

Premiums to total Non-Life premiums ratio (%) 48.0% 50.5% 51.0% 51.3% 51.4% 51.6% 51.1%

Indexes and changes (%) are calculated on data in  Euro thousand
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Premiums for direct  domestic business for  the 79 insurance companies oper-
at ing in this class amounted to Euro 3,145 mil l ion in 2004 (+2.7% compared to
2003) ,  representing 8.9% of  the overal l  Non-Life insurance premiums.

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 1,388 mil l ion (1,361 in 2003)  with a
2.0% increase;  the rat io to earned premiums was equal  to 44.8% (45.2% in
2003) .

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
Euro 1,260 mil l ion (1,257 in 2003) .  The rat io to earned premiums was equal  to
40.7%, decreasing compared to 41.7% of  2003.

Operating expenses amounted to Euro 759 mil l ion (738 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance

LAND VEHICLES
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 2,539 2,614 2,678 2,811 2,955 3,062 3,145
Changes in premiums reserves (-) -3 29 26 40 70 52 45
Incurred claims (-): 1,216 1,180 1,204 1,160 1,205 1,257 1,260
- incurred claims cost for the current accident year (-) 1,321 1,299 1,316 1,278 1,306 1,361 1,388
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 105 119 112 118 101 104 128
Balance of other technical items -42 -32 -37 -18 -32 -40 -46
Operating expenses (-) 632 642 657 692 709 738 759
Direct technical balance 652 731 754 901 939 975 1,035
Investment income 81 55 59 50 34 47 56
Direct technical account result 733 786 813 951 973 1,022 1,091
Reinsurance results and other items -16 -31 -13 -33 -30 -50 -45
Overall technical account result 717 755 800 918 943 972 1,046

Annual % changes in premiums – 3.0% 2.4% 5.0% 5.1% 3.6% 2.7%
Combined ratio 72.7% 70.2% 70.0% 66.5% 65.7% 65.8% 64.8%
- Expense ratio 24.9% 24.6% 24.5% 24.6% 24.0% 24.1% 24.1%
- Loss ratio: 47.8% 45.7% 45.4% 41.9% 41.8% 41.7% 40.7%

- Loss ratio for the current accident year 52.0% 50.3% 49.6% 46.1% 45.3% 45.2% 44.8%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 4.1% 4.6% 4.2% 4.2% 3.5% 3.5% 4.1%

Technical balance/Earned premiums 25.7% 28.3% 28.5% 32.5% 32.5% 32.4% 33.4%
Technical account result/Earned premiums 28.8% 30.4% 30.7% 34.3% 33.7% 33.9% 35.2%
Overall technical account result/Earned premiums 28.2% 29.2% 30.2% 33.1% 32.7% 32.3% 33.7%

Premiums to total Non-Life premiums ratio (%) 10.4% 10.0% 9.6% 9.4% 9.1% 9.0% 8.9%

Indexes and changes (%) are calculated on data in  Euro thousand

2002 2003 2004

Piemonte 17,234 16,210 13,129
Valle d'Aosta 78 83 67
Lombardia 33,324 33,533 31,798
Trentino 394 336 295
Veneto 5,159 5,107 4,510
Friuli 769 622 586
Liguria 2,824 2,798 3,388
Emilia Romagna 7,038 6,138 5,780
Toscana 3,634 3,746 3,236
Umbria 1,111 1,237 943
Marche 1,029 1,075 1,117
Lazio 38,491 34,881 32,038
Abruzzo 1,294 1,455 1,623
Molise 229 322 204
Campania 42,958 38,976 35,670
Puglia 20,495 20,144 19,754
Basilicata 523 516 518
Calabria 6,008 5,725 6,442
Sicilia 17,278 16,834 17,319
Sardegna 3,824 3,932 4,053
Total Italy 203,694 193,670 182,470

Source:  Ministry  of  Inter ior

CAR THEFTS PER REGION

Motor insurance



96

Motor insurance

Italian insurance in 2004/2005

business and acquisi t ion costs,  costs arising from premium col lect ion and
costs relat ing to the organisat ion and management of  the distr ibut ion network.
The rat io of  the operat ing expenses to premiums was 24.1% (the same value as
2003) .

The technical balance for direct  business was posit ive at  Euro 1,035 mil l ion
(975 in 2003) .

Considering the investment income, the technical account result  for  direct
business was posit ive at  Euro 1,091 mil l ion (1,022 in 2003) .

Taking the balance for reinsurance into due account,  the overall  technical
account result was posit ive at  Euro 1,046 mil l ion (972 in 2003) ,  representing a
33.7% rat io to premiums (32.3% in 2003) .

AVERAGE CLAIMS COST AND CLAIMS FREQUENCY

In Non-Life insurance and therefore in motor l iabi l i ty  insurance,  the value of
the premium in essence is  determined by the frequency of  claim events and of
their  average cost .  The table below indicates the trend of  the foregoing fac-

EVOLUTION OF AVERAGE CLAIMS COST AND CLAIMS FREQUENCY
Euro

1980 15.21% – 168 – 1,071 – 307 – 9.5%
1981 14.33% -5.79% 213 26.95% 1,261 17.68% 375 22.19% 9.0%
1982 13.84% -3.42% 267 25.04% 1,604 27.21% 427 13.91% 8.1%
1983 13.40% -3.18% 310 16.33% 1,995 24.41% 535 25.36% 8.7%
1984 13.42% 0.15% 352 13.43% 2,554 27.99% 608 13.49% 8.1%
1985 13.46% 0.30% 411 16.66% 3,239 26.83% 682 12.30% 8.7%
1986 13.61% 1.11% 463 12.69% 3,379 4.32% 750 9.85% 8.8%
1987 14.04% 3.16% 505 9.17% 3,899 15.40% 802 7.02% 7.8%
1988 14.00% -0.28% 543 7.50% 3,981 2.09% 857 6.82% 8.3%
1989 14.69% 4.93% 580 6.74% 3,747 -5.86% 887 3.55% 8.8%
1990 14.61% -0.54% 618 6.48% 3,545 -5.39% 967 8.93% 10.9%
1991 14.02% -4.04% 685 10.88% 3,671 3.55% 1,090 12.77% 11.7%
1992 13.42% -4.28% 770 12.46% 4,277 16.50% 1,226 12.44% 12.4%
1993 11.83% -11.87% 872 13.23% 5,227 22.20% 1,427 16.40% 12.6%
1994 11.19% -5.40% 922 5.74% 5,479 4.82% 1,544 8.26% 14.9%
1995 11.71% 4.67% 1,008 9.36% 6,077 10.92% 1,726 11.77% 15.1%
1996 11.63% -0.73% 1,058 4.91% 6,616 8.87% 1,882 9.03% 14.7%
1997 11.54% -0.74% 1,107 4.68% 7,160 8.22% 2,038 8.29% 16.2%
1998 10.95% -5.11% 1,271 14.77% 7,429 3.77% 2,287 12.19% 17.3%
1999 11.05% 0.95% 1,241 -2.31% 8,632 16.19% 2,484 8.65% 20.2%
2000 10.95% -0.93% 1,278 2.93% 9,920 14.91% 2,809 13.07% 20.5%
2001 9.55% -12.77% 1,431 12.02% 11,175 12.65% 3,186 13.41% 21.2%
2002 8.78% -8.09% 1,535 7.26% 12,686 13.53% 3,532 10.87% 20.0%
2003 8.63% -1.71% 1,634 6.44% 13,542 6.75% 3,805 7.74% 21.0%
2004* 8.45% -2.10% 1,813 10.97% 13,794 1.86% 3,965 4.20% n.d.

(* )  The f igure is  est imated on the basis  of  the data extracted by motor  l iabi l i ty  associat ive rapid stat ist ics
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tors start ing from 1980 and dist inguishes the two principal  components as
regards the average cost :  property damage and personal  injury.

The claims frequency, obtained by relating the number of claims reported with
indemnif ication to the number of vehicles exposed to r isk,  has decreased sig-
nif icantly over the last twenty-f ive years fal l ing from 15.21% in 1980 to 8.45% in
2004 (estimated data).  The decrease was especial ly rapid in the ‘90s and this is
due to various factors,  mainly:

– the improved qual i ty  of  vehicles which have become progressively safer
and equipped with more and more sophist icated driving systems (brake
systems,  s ide bar protection and airbags);

– the lower average number of  k i lometres travel led by vehicles caused by
the increase in the number of  vehicles pro capita and,  in some stages,  due
to the rapid increase in the price of  fuel ;

– the greater number of  checks carr ied out  by insurance companies on
claims to identi fy  fraudulent claims.  In this regard,  the insurance Anti-
fraud Centre establ ished at  ANIA has achieved signif icant results,  by pro-
moting and coordinat ing the act ions by insurance companies to prevent
and restrain the phenomenon,  managing relat ionships with the central  and
peripheral  Pol ice Forces and with the Magistrates;

– “self-sett lement” of  minor damage by the insured,  part icularly start ing
from the end of  the ninet ies;

– introduct ion of  the penalty  points  dr iv ing l icence in  July  2003,  however the
posit ive effect  on the number of  insurance claim events was somewhat
l imited.

The second indicator to be considered when assessing the claim events for
the insurance class is  the average claims cost .  This value is  obtained dividing
the total  cost  of  claims (paid and reserved) by the total  number of  claims
incurred.  The average claims cost  over the period of  observation considered
(1980-2004)  increased constantly,  completely annul l ing the benefi ts  produced
by the decrease in the frequency of  claims:  the average claims cost  was € 307
in 1980 (which is  equivalent  to € 1,216 when related to the monetary value in
2004) ,  whereas,  i t  is  est imated that  this indicator should reach approximately
€ 4,000 in 2004.

This increase is  due to the growth of  both the property damage component and
the personal  injury component.

The claims cost  for  property damage is impacted by the growth in the prices
of vehicle spare parts and by the cost  of  repairs.  The increased number of
vehicles which are more and more powerful  and the value that  becomes pro-
gressively higher has entai led the use of  more and more expensive spare
parts.  In this regard i t  is  important to note that  also the structural  character-
ist ics of  the last  generat ion vehicles entai l  more and more complex repair
work even for l imited damage.  The average annual  growth was equal  to 11.0%
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over the period of  observation ( from 1980 to 2004) .  According to the latest  data
avai lable,  the average cost  of  only property damage in 2004 exceeds € 1,800;
this f igure was equal  to sl ight ly  over € 1,000 in 1996,  representing a variat ion
of more than 70% in only 8 years.  The general  increase in pr ices reported by
ISTAT (NIC price index)  over the same period was 20%.

As regards the average claims cost  with a bodi ly  injury component,  i t  is  impor-
tant  to note that  over the last  twenty years case law has developed a system
of safeguards with reference to personal  injury which is  more and more in
defence of  civi l  r ights and object ively expensive.  The average annual  growth
of bodi ly  injury from 1980 to today has been high and equal  to approximately
11%. This increase was especial ly  marked at  the beginning of  the ninet ies and
between 2000 and 2002.  I t  is  est imated that  the average cost  of  sett lements
relat ing to personal  injury was equal  to € 13,800 in 2004.

It  should be noted that while property damage continues to increase, even in
recent years, the bodily injury component currently appears to have reduced its
signif icant increase. Even though a number of recent case law trends regarding
the assessment of serious damage could indicate a return to increasing cost.

The average cost of settlements, in addition to the single component, as has been
stated on several occasions, also depends on the impact of the total number of
personal injury claims. The impact has more than doubled from 1980, increasing
from 9.5% to 21.0% in 2003. This represents a very high value, the highest in
Europe: thereby entailing an increase in the average cost of the overall claims.

ANALYSIS OF A NUMBER OF FACTORS WHICH DETERMINE THE RATES

The motor l iabi l i ty  premium rate consists essential ly  of  two i tems,  without
considering tax and tax-related charges:  the pure premium, which serves to
cover claims sett lement and the management cost  which serves to cover over-
heads and cost  of  capital  relat ing to the insurance business.

The pure premium is obtained by mult iplying the number of  claims (namely,  the
number of  claims reported compared with the number of  insured vehicles)  by
the average cost  of  the claim (namely,  the overal l  cost  of  sett lements divided
by the number of  claims).

The insurance companies bui ld up signif icant r isks sub-classes with consistent
characterist ics from the point of  view of the claims indicators (pure premium),
based on statist ical  data,  and consequently differentiate the relative premi-
ums, in relation to the impact that the specif ications and the dist inctive fea-
tures of the r isks entai l  compared with the probabil i ty that claims wil l  occur.

This diversification (so-called customised risk) is established both on the basis of
objective factors (bonus-malus scheme, vehicle engine size and type of fuel used,



99

Motor insurance

Italian insurance in 2004/2005

area of use, vehicle use, maximum insured amounts), and on the basis of subjec-
tive factors (age, sex and profession of the insured, driving licence seniority).

Among the subjective factors,  the age and sex of  the insured are undoubtedly
among the factors which strongly discriminate the r isk,  s ince they have a sig-
nif icant impact on the probabi l i ty  of  causing claims.

The analysis of  these factors is  based on a comparison of  the pure premium
values for  the two sexes and for the various ages,  the pure premium for a male
aged between 40-41 is  set  equal  to 100.  In this regard i t  is  appropriate to note
that the dif ferent values of  the pure premium index are obtained from a bi-
dimensional  analysis based only on the insured’s sex and age r isk factors and
therefore can be inf luenced by the correlat ion that  exists between other r isk
factors that  determine the total  number of  claims observed,  as for  example:
the power rat ing and the age of  the vehicles driven,  the area of  residence,  the
age of  the driving l icence.

The pure premium index for  males up to the age of  40 is  s ignif icantly higher
than the corresponding index for  females;  the two curves essential ly  overlap
after this age,  which is  equivalent  to saying that  the r isk does not  vary signif-
icantly between the two sexes.  Young males (between 18 and 19)  are approxi-
mately four t imes more “expensive” from an insurance point  of  v iew, com-
pared with a 40-year old male individual ,  whereas young females are more
than twice as expensive.  This di f ference decreases progressively,  part icularly
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in the case of  females aged between 30 and 40,  when the index has values
which are even lower than the basic reference data.

The observed interaction in the trends for  the number of  claims between the
two sexes leads to the considerat ion that  the reduced number of  claims made
by females compared with males up to the age of  40 is  not  due to external  fac-
tors,  such as,  for  example,  a lower number of  k i lometres travel led and there-
fore,  a reduced exposure to the r isk of  accidents:  in fact ,  i f  the foregoing fac-
tors were crucial ,  this aspect should impact al l  ages.  Therefore,  i t  is  plausible
to bel ieve that  the lower level  of  r isk for  females is  actual ly  due to the fact
that  females are more prudent when driving.

A sl ight  “ increase” in the number of  claims can be observed on average
between 45 and 55 for  both sexes;  the increase is  more marked in the case of
female drivers,  probably in relat ion to the cars being driven also by chi ldren
who have recently passed the driving test .

The object ive factors which dif ferentiate signif icantly the number of  claims
are represented by the power rat ing and the fuel  used by the insured vehicle,
besides the vehicle’s insurance history,  which represents the factor that  is
considered for the purposes of  assigning the r isk in the bonus-malus form of
insurance systems.

The analysis for these factors is also based on the value of the pure premium
index as the vehicle’s power rating changes (expressed according to the engine
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size and the rating for tax purposes or fiscal horsepower, “FHP”) and depending
on the two main types of fuel used by private motor vehicles (petrol and diesel),
with the pure premium for a petrol engine car rated at 15 fiscal horse power
being set equal to 100. No distinction for the index has been made based on the
fuel used in the case of motor vehicles rated at below 15 horsepower, since the
number of diesel engine cars in this sector is very limited (0.1% of the total). Also
in this case it is important to observe that the bi-dimensional analysis can be
influenced by the correlation that exists with other risk factors which determine
the total number of claims and which have not been considered in the survey.

The pure premium index increases as the vehicle power rat ing increases both
in the case of  the diesel  engine cars and petrol  engine cars;  however,  the for-
mer always have a higher index value compared with the latter :  in part icular,
the two curves tend to move in paral lel .  This information appears to suggest
that  the higher “cost” of  diesel  engine cars in insurance terms is  due to the
greater exposure to the r isk of  accidents,  namely due to a greater number of
ki lometres travel led favoured by the lower cost  of  fuel .

MOTOR LIABILITY INSURANCE PRICES AFTER SIGNING THE 2003 PROTOCOL

An Agreement Protocol  was signed in May 2003 between the Government,  the
majori ty  of  the Consumer Associat ions and ANIA relat ing to motor l iabi l i ty
insurance,  in order to identi fy  a number of  fundamental  areas in which to take
action to contain the cost  factors which originated the increases in motor l ia-
bi l i ty  insurance prices recorded during those years.  I t  was agreed to imple-
ment a pol icy to cool  the motor l iabi l i ty  rates for  an overal l  durat ion of  twelve
months to enable the act ions foreseen in the Protocol  to produce posit ive
effects on the cost ing structure (effects measurable in the long-term and
which therefore have not yet  occurred in a decisive form),  and also to focus
on the object ive of  contr ibut ing to contain general  inf lat ion.  The Protocol  also
foresaw a series of  faci l i tat ing measures in terms of  rates and contractual
terms and condit ions for  young drivers that  did not  cause accidents,  for  motor
vehicle owners and for households which own several  vehicles.

The ISTAT index relat ing to the “insurance of  means of  transport” was
analysed in order to assess the results of  the commitments undertaken by the
insurance sector relat ing to prices after the Protocol .  The value adopted for
the indicator in June 2003 was set  equal  to 100 for  the sake of  convenience.

The analysis shows that in December 2002 the trend for the motor l iabil ity prices
index increased by 9.1% compared with the previous year, but already by
December 2003, the annual variation had decreased by 2.4% only six months
after the application of the Protocol, until  reaching a value equal to 0.9% in 2004.
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The average annual  value for  the index was equal  to 95.02 in 2002,  equal  to
99.79 in 2003 and sett led to a level  equal  to 100.74 in 2004;  the average growth
recorded in 2003 was equal  to 5.0%, whi le the growth recorded in 2004 was
signif icantly reduced and decreased to 0.9%; the growth in general  inf lat ion
also in 2004 (NIC index)  was equal  to 2.2%.

The agreed cool ing period for  the rates was confirmed,  one year after  the Pro-
tocol  came into force,  again according to the data provided by ISTAT: the
motor l iabi l i ty  pr ices index changed by 0.5% in June 2004 compared with June
2003,  versus 2.4% recorded by general  inf lat ion.

The ISTAT motor l iabi l i ty  pr ices index increased by only 1.7% over a period of
almost two years (June 2003-Apri l  2005) ,  compared with an inf lat ion of  3 .9%.

The trend for the growth rate of  motor l iabi l i ty  pr ices always remained well
below the general  pr ices index throughout 2004 and also in the early months
of 2005,  ref lect ing values which have never been recorded over the last  ten
years,  except during the period of  the rates freeze imposed by the Government
during 2000/2001,  which however was fol lowed by a major increase in rates
due to the boomerang effect  produced typical ly  by authori tat ive measures on
the mechanisms that  determine the prices of  services managed in a private-
enterprise regime.

ANALYSIS OF MOTOR LIABILITY INSURANCE PREMIUMS OVER THE INTERNET

ANIA launched a quarterly survey on the evolut ion of  motor l iabi l i ty  premiums
from the beginning of  2004,  which is  based on monitoring publ ic information
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deduced from the Internet web si tes of  insurance companies.  The monitoring
operat ion relates to f ive insured prof i les ( three of  which refer to cars,  one
refers to motorbikes and one refers to mopeds),  concerning 30 of  the largest
insurance companies,  which in total  represent approximately 90% of  the mar-
ket ,  and al l  20 of  the regional  capitals.

The level  of  pr ices identi f ied refers to a potential  cl ient  who requests a quo-
tat ion on-l ine:  natural ly,  the result  does not  take into account the discounts
compared with the publ ished rates which insurance companies offer with
increasing frequency at  the t ime of  renewal in the framework of  a widespread
flexibi l i ty  in the rates.

According to this survey, the average national premium was equal to Euro 530
last April ,  and has been weighted to take into account the different representa-
tiveness of the profi les, of the insurance companies and of the distribution
throughout the territory; the value indicated is sl ightly below the value one year
earlier (table 1).  This information is consistent with the data identif ied by ISTAT
that reports a 0.88% change in the average premium over the same period.

In this survey,  as wel l  as in the survey performed by ISTAT, the changes in the
prices observed were calculated on prof i les which are “f ixed” in t ime;  there-
fore,  they do not  take into account the fact  that  every year more than 90% of
insured do not  cause accidents and therefore benefi t  from the “bonus” effect ,
which entai ls  an average reduction of  approximately 2%-3% of  the premium.

Profiles National Average Annual Percentage
Premium Change on
April 2005 April 2004

1 - 36 years old housewife in the maximum discount bonus-malus
insurance catergory - 1100 cc small car 412.11 -0.19%

2 - 40 years old office worker in the maximum discount bonus-malus
insurance catergory - 1900 cc saloon car 681.48 -1.34%

3 - 45 years old office worker in the entry-level bonus-malus
insurance catergory - 1100 cc small car 1,086.04 0.46%

4 - 28 years old office worker in the entry-level bonus-malus
insurance catergory - 150-250 cc motorbike 440.85 3.25%

5 - 18 years old student in the entry-level bonus-malus
insurance catergory - 50 cc moped 399.15 0.73%

Weighted National Average 529.96 -0.25%

More in detai l  ( table 2) :

– a 1.3% reduction was recorded for prof i le 2 (40 year-old off ice worker,  the
owner of  a 1900 cc family saloon in the maximum discount bonus-malus

TABLE 1
NATIONAL SUMMARY OF PREMIUMS REPORTED ON THE
INTERNET WEB SITES IN APRIL  2005
Amounts in  Euro

Source:  Data processed by ANIA based on data provided
by the internet  web s i tes of  insurance companies
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insurance category)  in the case of  motor cars (which represent more than
65% of  a l l  insured vehicles) ;  the highest  reduct ion was recorded in  Rome
(-1.6%),  the lowest  reduct ion was recorded in  Naples (-0 .4%).  Average
premiums remained virtual ly  unchanged for the other two types of  moni-
tored insured (prof i les 1 and 3) ;

– a 3.3% increase was recorded on an annual  basis in the case of  motor-
bikes,  which represent 6% of  the total  number of  vehicles insured (prof i le
4) .  The increases range between 0.3% in Perugia to 3.8% in Rome;

– a 0.7% increase was recorded on an annual basis in the case to mopeds,
which represent 8% of the total number of vehicles insured (profile 5). The
increases were below 2% in a number of cities/towns (Milan, Bologna, Rome
and Bari) while the premiums remained stable in the other cities/towns (Peru-
gia and Potenza) or even decreased noticeably, such as in Naples (-4.8%).

Two indicators have been calculated as regards the variabil i ty of the prices
offered to the same categories of drivers: 1) the ratio between the maximum and
the minimum premium; 2) the variation coefficient defined as the ratio between
the standard deviation of the arithmetic mean of al l  the premiums reported.
These two indicators measure the potential opportunit ies for the insured of
benefit ing from competit ive effects. In particular,  i t  was observed that (table 2):

– the rat io between the maximum and minimum premium always lay between
2 and 3 for  al l  the cit ies/towns analysed and for al l  the prof i les:  this con-
f irms the existence of  savings margins of  some 50%-66% for motorists pay-
ing the maximum values within the prof i les analysed;

– the cit ies/towns which recorded increases exceeding the average level
are also the cit ies/towns which have a higher variat ion coeff icient .  In fact ,
the correlat ion coeff icient  calculated on these two indices ( for  al l  the
regional  capitals and for al l  the prof i les)  were posit ive and equal  to 0.31.
This means that  the cit ies/towns which record the highest increases are
also the cit ies/towns where higher savings can be achieved,  in percentage
terms,  by screening the various proposals ( table 2) .

The fol lowing two graphs ( f igures 1-2)  report  the average premiums observed
in Apri l  2005 with the respective minimum and maximum premiums offered by
the market for  al l  the prof i les monitored and for al l  the regional  capitals.

The data i l lustrated in f igure 1,  referred to passenger cars,  shows that  the
premiums appl ied by the insurance companies are fair ly  near the average
value in the case of  prof i le 1 (36-year-old housewife in the maximum discount
bonus-malus insurance category) ,  which is  the prof i le with the lowest average
premium and therefore representing the best  insured.  The deviat ion between
the average and the minimum value,  for  the median distr ibut ion city/town, is
equal  to Euro 50 (compared with an average premium of  Euro 412 for  this pro-
f i le) ;  the deviat ion increases to Euro 86 for  prof i le 2 ( that  pays Euro 680,  on
average) and to Euro 112 euro for  prof i le 3 ( that  pays Euro 1,086 on average).
In conclusion,  an average cl ient  seeking the best  offer  for  i ts  insurance cate-
gory,  can f ind a reduction of  around 10%.
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TABLE 2
SUMMARY OF INSURANCE PREMIUMS IDENTIFIED IN
APRIL 2005 IN A NUMBER OF REGIONAL CAPITALS
Amounts in  Euro

PROFILE 1 -  36 years old housewife in the maximum discount
bonus-malus insurance catergory - 1100 cc small car

PROFILE 2 -  40 years old office worker in the maximum
discount bonus-malus insurance catergory - 1900 cc saloon car

PROFILE 3 -  45 years old office worker in the entry-level
bonus-malus insurance catergory - 1100 cc small car

PROFILE 4 -  28 years old office worker in the entry-level
bonus-malus insurance catergory - 150-250 cc motorbike

PROFILE 5 -  18 years old student in the entry-level bonus-
malus insurance catergory - 50 cc moped

Milano Bologna Perugia Roma Napoli Potenza Bari ITALY

Average premium 359.40 493.96 351.12 440.58 535.84 239.35 357.28 412.11
Minimum premium 279.20 365.85 258.11 339.15 354.90 181.49 250.04
Maximum premium 497.00 747.00 547.00 599.52 1,139.00 360.00 751.00

Max premium/Min premium 1.8 2.0 2.1 1.8 3.2 2.0 3.0
Variation coefficient (%) 14.1 14.6 17.2 13.6 23.1 14.5 21.7

Average premium change (%)
(April 05 on April 04) 0.0% 0.3% 0.1% -0.4% 0.6% -0.5% 0.7% -0.2%

Milano Bologna Perugia Roma Napoli Potenza Bari ITALY

Average premium 596.57 816.33 583.30 735.39 923.78 404.50 599.47 681.48
Minimum premium 339.82 450.41 329.94 376.52 611.54 254.53 411.16
Maximum premium 760.40 1,089.00 792.00 922.43 1,671.00 513.00 1,095.00

Max premium/Min premium 2.2 2.4 2.4 2.4 2.7 2.0 2.7
Variation coefficient (%) 16.0 16.3 16.5 15.0 20.3 13.8 18.6

Average premium change (%)
(April 05 on April 04) -1.1% -0.7% -1.0% -1.6% -0.4% -1.5% -1.1% -1.3%

Milano Bologna Perugia Roma Napoli Potenza Bari ITALY

Average premium 965.71 1,294.34 928.73 1,181.95 1,432.00 637.25 958.11 1,086.04
Minimum premium 663.13 852.69 704.34 819.73 1,103.06 506.54 777.16
Maximum premium 1,288.00 1,897.30 1,317.00 1,719.20 2,813.00 862.20 1,833.00

Max premium/Min premium 1.9 2.2 1.9 2.1 2.6 1.7 2.4
Variation coefficient (%) 13.1 14.7 14.7 14.7 20.7 14.1 19.4

Average premium change (%)
(April 05 on April 04) 0.5% 1.1% 0.8% 0.2% 1.1% 0.3% 1.2% 0.5%

Milano Bologna Perugia Roma Napoli Potenza Bari ITALY

Average premium 340.13 352.79 225.24 460.14 653.01 312.86 456.60 440.85
Minimum premium 253.43 253.95 162.52 316.79 491.10 232.32 355.51
Maximum premium 515.00 509.50 421.00 678.43 1,551.00 661.00 787.00

Max premium/Min premium 2.0 2.0 2.6 2.1 3.2 2.8 2.2
Variation coefficient (%) 18.1 16.7 19.6 19.6 31.5 28.7 23.9

Average premium change (%)
(April 05 on April 04) 2.2% 2.6% 0.3% 3.8% 3.6% 2.8% 2.1% 3.3%

Milano Bologna Perugia Roma Napoli Potenza Bari ITALY

Average premium 321.31 379.45 165.61 537.29 866.58 235.00 548.17 399.15
Minimum premium 186.00 246.68 108.00 366.00 389.24 156.00 330.65
Maximum premium 508.00 661.00 344.00 833.58 1,223.79 458.00 908.50

Max premium/Min premium 2.7 2.7 3.2 2.3 3.1 2.9 2.7
Variation coefficient (%) 26.4 27.2 25.8 22.0 22.7 25.2 30.9

Average premium change (%)
(April 05 on April 04) 1.0% 1.6% 0.6% 1.4% -4.8% 0.0% 2.2% 0.7%

Source:  Data processed by ANIA based on data provided by the internet  web s i tes of  insurance companies

Motor insurance
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Profile 1 - 36 years old housewife in the maximum
discount bonus-malus insurance catergory -

1100 cc small car

Profile 2 - 40 years old office worker in the maximum
discount bonus-malus insurance catergory -

1900 cc saloon car

Profile 3 - 45 years old office worker in the
entry-level bonus-malus insurance catergory -

1100 cc small car

FIGURE 1 -  PREMIUMS SUMMARY FOR PASSENGER CARS REPORTED IN APRIL  2005 IN THE REGIONAL CAPITALS
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Profile 4 - 28 years old office worker in the entry-level
bonus-malus insurance catergory - 150-250 cc motorbike

Profile 5 - 18 years old student in the entry-level
bonus-malus insurance catergory - 50 cc moped

FIGURE 2 -  PREMIUMS SUMMARY FOR MOTORBIKES AND MOPEDS REPORTED IN APRIL  2005 IN THE REGIONAL CAPITALS

The same results are obtained for motorbikes and mopeds
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LONG-TERM ANALYSIS OF MOTOR LIABILITY PRICES

Law No. 990 of  24th December 1969 introduced compulsory,  third party l iabi l-
i ty  insurance in I taly for  al l  road motor vehicles.  The number of  vehicles in cir-
culat ion in 1970,  est imated by the I tal ian Automobile Associat ion (ACI) ,  was
approximately 15 mil l ion,  the number of  vehicles in 2004 exceeded 50 mil l ion.

Motor l iabi l i ty  insurance rates were defined annual ly  from 1971,  the f irst  year
of  compulsory insurance,  and up to 1994,  by the I tal ian Inter-ministerial  Prices
Committee “CIP” and imposed on the private insurance companies in the
framework of  a publ ic monitoring system analogous to the system in force for
national  insurance,  despite the ent irely di f ferent nature of  motor l iabi l i ty
insurance compared with the Social  Security models typical  of  the publ ic
insurance schemes.  Insurance rates were deregulated in July 1994,  which
returned the system to the framework of  the private-enterprise model  adopted
typical ly  for  third party l iabi l i ty  insurance schemes.

It  is  frequently stated that  the deregulat ion arrangement fai led,  s ince motor
l iabi l i ty  insurance prices have increased signif icantly from 1994 to today.
Therefore,  two conclusions can be reached i f  a long-term analysis is  per-
formed,  using the more correct methods to est imate the way prices have
evolved and of  the causal  factors which l ie at  i ts  basis:

– the rates increased year after  year both during the managed prices regime
and after deregulat ion;

– the price increases always mirrored the technical  trends of  insurance
management and extremely negative condit ions were experienced in terms
of net  income, where the publ icly administered system prevented the
prices from fol lowing the trend of  operat ions,  with even extreme conse-
quences for many operators (bankruptcies) .

The analysis was performed using various indicators.

Recourse was made to the evolut ion of  the volume of  premiums income col-
lected by the ent ire sector of  the insurance class considered,  in order to
assess the average annual  pr ice increases actual ly  paid by the community to
purchase motor l iabi l i ty  insurance over such an extended period,  and this
value was “adjusted” for  the increases in the number of  vehicles in circula-
t ion,  to achieve a consistent  comparison ( table 1) .  This invest igat ion method-
ology represents the most correct method of  measuring the dynamics of  insur-
ance expenditure.  Even i f  i t  would have been more correct to “adjust” the pre-
mium income for the number of  vehicles insured ( instead of  the number of
vehicles in circulat ion) ;  however this date is  not  avai lable to the sector.
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Furthermore,  the results of  this analysis have been compared with three other
indicators:

– the value of  inf lat ion observed from 1971 to 2004,  obtained from the
National  consumer prices index for  famil ies of  factory workers and off ice
workers reported by ISTAT;

– the technical  trends for  the motor l iabi l i ty  insurance class which are
expressed by the corresponding combined rat io;  this index measures the
part  of  the premiums income which is  used to cover the cost  of  claims and
expenses.  The data avai lable to bui ld up this indicator is  only avai lable
from 1980;

TABLE 1 -  MOTOR LIABIL ITY:  EVOLUTION OF PREMIUMS

1. MOTOR LIABILITY PREMIUMS
(BALANCE)

2. NUMBER CIRCULATING
LAND VEHICLES (*)

3. MOTOR LIABILITY PREMIUMS
ADJUSTED BY 2

4. MOTOR LIABILITY PREMIUMS
ADJUSTED BY 2 IN REAL TERMS

1970 242 100.0 – 13,304 100.0 – 100.0 – 100.0 –
1971 339 139.7 39.7 14,511 109.1 9.1 128.0 28.0 122.0 22.0
1972 441 182.1 30.3 15,859 119.2 9.3 152.8 19.4 137.8 13.0
1973 478 197.3 8.3 17,000 127.8 7.2 154.4 1.0 126.1 -8.5
1974 510 210.5 6.7 18,007 135.3 5.9 155.6 0.8 106.4 -15.6
1975 587 242.2 15.1 18,812 141.4 4.5 171.3 10.1 100.0 -6.0
1976 715 295.1 21.8 19,842 149.1 5.5 197.9 15.5 99.1 -0.9
1977 905 373.2 26.5 20,144 151.4 1.5 246.5 24.6 104.6 5.5
1978 991 408.9 9.6 19,771 148.6 -1.9 275.2 11.6 103.8 -0.8
1979 1,112 458.7 12.2 20,680 155.4 4.6 295.2 7.3 96.2 -7.3
1980 1,375 567.2 23.7 21,324 160.3 3.1 353.8 19.9 95.2 -1.0
1981 1,702 702.1 23.8 22,401 168.4 5.0 416.9 17.8 94.5 -0.7
1982 2,086 860.6 22.6 23,674 177.9 5.7 483.8 16.0 94.3 -0.2
1983 2,500 1,031.6 19.9 25,383 190.8 7.2 540.7 11.8 91.6 -2.9
1984 2,992 1,234.5 19.7 26,038 195.7 2.6 630.8 16.7 96.7 5.6
1985 3,454 1,425.1 15.4 28,121 211.4 8.0 674.1 6.9 95.1 -1.7
1986 3,930 1,621.3 13.8 29,561 222.2 5.1 729.7 8.2 97.0 2.0
1987 4,278 1,764.8 8.8 30,670 230.5 3.8 765.6 4.9 97.3 0.3
1988 4,555 1,879.3 6.5 31,805 239.1 3.7 786.0 2.7 95.2 -2.2
1989 5,075 2,093.7 11.4 32,905 247.3 3.5 846.6 7.7 96.2 1.1
1990 5,811 2,397.4 14.5 34,312 257.9 4.3 929.6 9.8 99.5 3.4
1991 6,729 2,776.3 15.8 35,455 266.5 3.3 1,041.8 12.1 104.8 5.3
1992 7,574 3,124.8 12.6 36,640 275.4 3.3 1,134.6 8.9 108.3 3.3
1993 8,167 3,369.5 7.8 38,580 290.0 5.3 1,161.9 2.4 106.4 -1.8
1994 8,663 3,574.0 6.1 39,755 298.8 3.0 1,196.1 2.9 105.4 -0.9
1995 9,316 3,843.7 7.5 40,573 305.0 2.1 1,260.2 5.4 105.4 0.0
1996 9,770 4,030.9 4.9 40,453 304.1 -0.3 1,325.5 5.2 106.7 1.2
1997 10,655 4,395.8 9.1 40,870 307.2 1.0 1,430.9 8.0 113.2 6.1
1998 11,745 4,845.6 10.2 42,650 320.6 4.4 1,511.4 5.6 117.5 3.8
1999 13,226 5,456.7 12.6 43,563 327.4 2.1 1,666.7 10.3 127.6 8.6
2000 14,196 5,856.9 7.3 44,680 335.8 2.6 1,744.2 4.6 130.2 2.0
2001 15,315 6,318.3 7.9 46,479 349.4 4.0 1,808.3 3.7 131.5 1.0
2002 16,628 6,860.2 8.6 47,763 359.0 2.8 1,910.9 5.7 135.6 3.1
2003 17,622 7,270.3 6.0 49,101 369.1 2.8 1,969.7 3.1 136.4 0.6
2004 18,062 7,451.9 2.5 50,100 376.6 2.0 1,978.7 0.5 134.4 -1.5

(* )  Souce :  I ta l ian  Automobi le  Assoc iat ion  (ACI )  (2004 data  est imated ) ;  an  est imate  has  been made to  ad just  the  overa l l  number  o f  veh ic les ,  by  not  cons ider ing
mopeds  fo r  which  motor  l iab i l i t y  was  not  compulsory  dur ing  the  per iod  preceding  1994
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– the combined rat io adjusted for  inf lat ion (calculated as the dif ference
between the combined rat io as def ined above and the rate of  inf lat ion)  to
take into account the posit ive contr ibut ion of  investments,  a f inancial  vari-
able that  can correct but  cannot completely cancel  the signif icantly nega-
t ive technical  trends.

Highly variable premium f luctuations were recorded in the early ‘70s (up to
1974)  ( from almost 30% in 1971 to 1% in 1974) ,  s ignif icantly di f ferent from the
trend of  general  inf lat ion,  due to the fact  that  compulsory motor l iabi l i ty  insur-
ance was in i ts  ini t ial  stages,  and that  no historical  data was avai lable to be
used to analyse the trend and the management prospects of  a form of  insur-
ance that  had suddenly become a mass scenario.

The average increases in premiums after 1974 and up to 1983 (excepting only
1977) ,  were instead found to be in l ine or lower than the increases in general
inf lat ion (and were almost al l  included between 10% and 20%).

A scenario with the average premiums exceeding the general  inf lat ion started
to be recorded from the beginning of  1984.  This di f ferent r ise is  explained by
the need to adopt increasing rates:  the combined rat io was increasing,  a clear
and unambiguous sign of  the inadequacy of  the premiums income to cover the
cost of  claims and expenses.  This combined with decreasing inf lat ion which
rendered the investment less remunerat ive in nominal  terms.

Despite this,  the managed rate between 1984 and 1989,  recorded increases
which were only marginal ly  higher than inf lat ion;  this si tuat ion generated
major losses for  the sector and numerous insurance companies which oper-
ated exclusively in the motor insurance class went bankrupt.

The increases of  the average premiums exceeded the rate of  inf lat ion in the
early ‘90s (1990-1995) ,  whi le st i l l  subject  to the regime of  managed and
imposed rates,  in an attempt to correct this highly negative si tuat ion,  how-
ever,  this solut ion did not  enable a management balance to be achieved.  The
inadequacy of  the foregoing rate increases is  i l lustrated by the combined
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rat io, which in 1996 touched one of  the highest levels ever observed,  whi le the
combined rat io adjusted for  inf lat ion reached i ts  historical  maximum in 1997.

This extremely negative si tuat ion forced the insurance companies to restruc-
ture the insurance class,  by adopt ing consistent  average increases and
increases which were higher than the general  level  of  inf lat ion.  The “pursuit”
continued up to 2002 (motor l iabi l i ty  insurance premiums increased by 59.7%,
during the eight  years between 1995 and 2002,  namely by 6% per annum, which
compares with an annual  rate of  inf lat ion of  2 .8%) which was the turning point
when the combined rat io decreased below 100% for the f irst  t ime.  Increases in
the average premium were very l imited over the last  two years (2003 and
2004) :  3 .1% and 0.5%, respectively (compared with 2.5% and 2.0% for inf la-
t ion) ,  after  achieving the break-even posit ion in 2002.  During the 2002-2004
three-year period the value of  the combined rat io adjusted for  inf lat ion
returned to the values as reported at  the beginning of  the 80’s.

An even more precise analysis of  the increases in the average premium should
be made by also taking into account the changes introduced over t ime in the
f leet  of  insured vehicles,  for  example,  the power rat ing of  the vehicles and the
fuel  used:  the increased weight of  the number of  vehicles powered by larger
engines and the decreasing number of  cars with a petrol  engine in favour of
cars powered by a diesel  engine,  produce a natural  increase in the value of
the premiums,  not  due to an increase in the rates charged by the insurance
companies,  but  due to a real ignment of  the premium to the new risk prof i les.

This supplementary analysis is only available starting from 1994. By taking this
year as the base, column 4 of table 2 shows what portion of the increase in the
average premiums is due to the technical changes to the vehicles in circulation.

TABLE 2 -  MOTOR LIABIL ITY:  EVOLUTION OF PREMIUMS ADJUSTED BY LAND VEHICLES CHARACTERISTICS

1. MOTOR LIABILITY PREMIUMS
(BALANCE)

2. NUMBER CIRCULATING
LAND VEHICLES (*)

3. MOTOR LIABILITY
PREMIUMS ADJUSTED BY 2

4. CIRCULATING LAND
VEHICLES CHARACTERISTICS

5. MOTOR LIABILITY
PREMIUMS ADJUSTED

BY 2 AND 4

1994 8,663 100.0 – 39,755 100.0 – 100.0 – 100.0 – 100.0 –
1995 9,316 107.5 7.5 40,573 102.1 2.1 105.3 5.3 101.1 1.1 104.1 4.1
1996 9,770 112.8 4.9 40,453 101.8 -0.3 110.8 5.2 102.7 1.6 107.9 3.7
1997 10,655 123.0 9.1 40,870 102.8 1.0 119.6 7.9 103.9 1.1 115.2 6.8
1998 11,745 135.6 10.2 42,650 107.3 4.4 126.4 5.7 105.0 1.1 120.4 4.5
1999 13,226 152.7 12.6 43,563 109.6 2.1 139.3 10.2 104.3 -0.7 133.6 11.0
2000 14,196 163.9 7.3 44,680 112.4 2.6 145.8 4.7 104.1 -0.1 140.0 4.8
2001 15,315 176.8 7.9 46,479 116.9 4.0 151.2 3.7 105.3 1.1 143.6 2.6
2002 16,628 191.9 8.6 47,763 120.1 2.8 159.8 5.7 105.6 0.3 151.3 5.4
2003 17,622 203.4 6.0 49,101 123.5 2.8 164.7 3.1 105.4 -0.2 156.3 3.3
2004 18,062 208.5 2.5 50,100 126.0 2.0 165.5 0.5 106.2 0.8 155.8 -0.3

(* )  Source:  I ta l ian  Automobi le  Assoc iat ion  (ACI )  (2004 data  est imated )
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The results show that on average,  in 2004,  the actual  expense sustained by the
community to ful f i l  the motor l iabi l i ty  insurance obl igat ion was even margin-
al ly  lower compared with the previous year (-0.3%),  therefore remaining wel l
below the general  level  of  inf lat ion (2.0%).

BIOLOGICAL INJURY EXCEEDING THE 9 INVALIDITY POINTS

The principle of  the el igibi l i ty  to be indemnif ied for  health injury (so-cal led
biological  injury)  regardless of  the negative repercussions caused to the vic-
t im’s assets was establ ished defini t ively twenty years ago,  thanks to a histor-
ical  sentence by the Consti tut ional  Court .

However,  despite the t ime that  has elapsed,  biological  injury – i f  the regula-
t ions relat ing to minor injur ies in motor l iabi l i ty  insurance and the specif ic
discipl ine of  occupational  accidents are excluded – has not  yet  found a formal
systematic posit ion within third party l iabi l i ty  regulat ions.  This gives r ise to a
situat ion of  ongoing evolut ion that  impacts the ent ire personal  injury cate-
gory,  an evolut ion that  is  str ict ly  the prerogative of  doctr ine and jur ispru-
dence.  This si tuat ion generates the continuous misunderstandings concerning
specif ic injury i tems relat ing to biological  injury and the configurat ion of  pre-
sumed new injury i tems (for  example:  existent ial  injury)  which,  part icularly in
the case of  physical  injury,  frequently dupl icate the cover already included in
health injury or in non-equity damage in general .

The economic valuation criteria for health injury have been also entrusted to
magistrates for a long t ime, in the framework of the discretional powers of val-
uation besides the complicated juridical-systematic profi les,  in other words,
with an examination of each single tangible case, according to the various
application forms adopted by the various Courts of Law or by single judges.

Case law-related economic reference tables were adopted to guide the
judges,  but  also the other part ies concerned:  injured part ies,  legal  advisers
and the insurance companies,  only commencing from the mid- ’90s,  above al l
based on the ini t iat ive of  the Court  of  Milan.

Several  tables of  this type now exist :  they are dif ferentiated both for  the
methodological  cr i ter ia appl ied and for the economic reference values.  F igure
1 shows the values appl ied by the principal  I tal ian Courts of  law as the inva-
l idi ty  points vary ( the amounts refer to an injured person 1 year-old – valuat ion
referred to 2004) .

Highly di f ferentiated values are found after the 9 inval idi ty  points:  for  exam-
ple,  the Court  of  Turin acknowledges approximately Euro 95,000 for  40 inval id-
i ty  points,  whereas the Court  of  Milan acknowledges Euro 172,000.  The gap
grows wider as the degree of  inval idi ty  increases.
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This terr i tor ial  inconsistency has induced the legislator to intervene in order
to introduce a uniform national  Table.

Biological  injury has found an ini t ial  regulat ion in matters relat ing to civi l  law
(juridical ,  economic and medical- legal)  in the case of  minor injur ies (up to 9
permanent inval idi ty  points)  caused by vehicles in circulat ion.  In this circum-
stance,  the regulatory measure was just i f ied in view of  the system’s appl ica-
t ion problems,  which led to costs spiral l ing out  of  control ,  with extremely neg-
at ive repercussions for  the community at  large in terms of  the sustainabi l i ty  of
motor l iabi l i ty  insurance prices.

The legislator intervened again after Law No. 57 of  2001,  also to regulate bio-
logical  injury in the cases of  injur ies that  cause permanent inval idi ty  exceed-
ing 9 points,  delegating the implementat ion regulat ions to a measure to be
adopted based on the agreement of  four Ministr ies (Just ice,  Health,  Employ-
ment and Productive Activi t ies)  and which has not  yet  been issued.

A specif ic Commission is  preparing the table with the medical- legal  values;
the def ini t ion of  the relat ive economic values wil l  soon be addressed.

The f irst  problem that  the legislator1 wil l  need to solve at  the t ime the table is
prepared wil l  be to identi fy  the start ing basis from which to develop the table
in quest ion,  however,  considering:

– that the regulatory framework already exists (Law No. 57/2001)  up to 9
inval idi ty  points;

– that  the dif ferentiated case law practice must be redirected to unity taking
into account the principle of  equal i ty  and the necessary reconci l iat ion

1 The regulatory measure cannot l imit  i tself  to the definit ion of the table of economic
values and the medical- legal values,  but wil l  be required to clarify the notion of biolo-
gical  injury,  to foresee the criteria and the extent by which the monetary value of the
point is to be reduced based on the victim’s age - considering a female/male dist inction,
i f  applicable -  and contemplate establishing a l imit  for the margin of deviation from the
“tabular” values to customise the indemnif ication acknowledged by the Magistrate.
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between potential ly  confl ict ing interests (maximum benefi t  granted to the
vict ims and the economic sustainabi l i ty  of  the indemnif icat ion system).

Dif ferent methodologies can be adopted to determine the single reference val-
ues in a case of  serious injur ies.  Three of  the possible solut ions have been
examined in the analysis below, solely for  study purposes.

Al l  of  these methodologies adopt  the so-cal led “mult ip l ier  coeff ic ients”
defined by Law No. 57/2001 as the start ing basis for the f irst  nine invalidity
points;  these refer to parameters necessary to calculate the monetary value to
be acknowledged to the disabled person. In part icular,  the value acknowledged
is obtained by mult iplying the value of the init ial  inval idity point (Euro 663.50)
by the number of points and by the mult ipl ier coeff icient (table 3) .

Invalidity points Multiplier coefficients Monetary value (€)

1 1.0 663.50
2 1.1 1,459.70
3 1.2 2,388.60
4 1.3 3,450.20
5 1.5 4,976.25
6 1.7 6,767.70
7 1.9 8,824.55
8 2.1 11,146.80
9 2.3 13,734.45

1) Interpolat ion method for al l  the mult ipl ier  coeff icients.  This method is
based on the est imate of  an interpolat ion function of  al l  the 9 mult ipl ier
coeff icients referable to Law No. 57/2001,  by project ing the curve for  the
points from 10 to 100.  The monetary values function obtained obviously
increases as the number of  inval idi ty  points increase,  but  with a l imited
slope:  the result  would be that  the “est imated” reference values would be
lower than the values currently appl ied by the Courts of  law (f igure 2) .

TABLE 3
DETERMINING THE MONETARY VALUE OF THE F IRST
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2) Interpolat ion method for mult ipl ier  coeff icients from 3 to 9.  This method is
based on the est imate of  an interpolat ion function of  the mult ipl ier  coeff i-
cients from 3 to 9 referable to Law No. 57/2001,  by project ing (extrapolat-
ing)  the curve for  the points from 10 to 100.  The monetary values function
obtained is  quite simi lar  to the median distr ibut ion value of  the coeff icients
currently used by the Courts of  law (f igure 3) .

3) Interpolat ion method for the mult ipl ier  coeff icients from 4 to 9.  This method
is based on the est imate of  an interpolat ion function of  the mult ipl ier  coef-
f icients from 4 to 9 referable to Law No. 57/2001,  by project ing (extrapolat-
ing)  the curves for  the points from 10 to 100.  The monetary values obtained
are very simi lar  to the values foreseen by the table adopted by the Court  of
Milan,  undoubtedly the table used most frequently,  up to 65 inval idi ty
points ( f igure 4) .

The values curve has a greater slope after 65 points compared with the curve
appl ied by the Court  of  Milan.  This is  inconsistent  with the cri ter ia deduced
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from the medical- legal  doctr ine,  according to which the “impairment impact”
no longer increases beyond a given permanent biological  injury threshold
(70%-80%),  s ince i t  is  already part icularly high,  unfortunately.

A possible adjustment of  this method interrupts the rate of  growth in the case
of degrees of  inval idi ty  greater than 75 points ( f igure 5) .

Natural ly,  these methodologies do not  complete the category of  possible
options.  When constructing the legislat ive table the necessary scient i f ic
expert ise in the systematic approach wil l  need to be combined with the
requirement to ensure the maximum possible protection for  the vict ims,  taking
into account regulatory choices already implemented and the l imits beyond
which the protection system would not  be sustainable by the community at
large.

DIRECT INDEMNIFICATION MODELS APPLICABLE
IN COMPULSORY MOTOR LIABILITY INSURANCE

More than 80% of  the “cost  of  production” relat ing to motor l iabi l i ty  insurance
is represented by the resources committed in indemnifying claim events
caused by insured vehicles.  From this scenario i t  emerges that  the only way to
l imit  the price of  motor l iabi l i ty  insurance is  to l imit  the indemnif icat ion costs,
whi le being aware that  the aspect relat ing to rates,  referr ing to the most
widespread mass insurance product,  is  undoubtedly of  social  importance and
a source of  understandable tension with the users of  the service.

In this framework,  the insurance sector quest ions i ts  own abi l i ty  to intervene
in the process of  bui lding up the costs,  combining the eff iciency of  the serv-

0

100,000

200,000

300,000

400,000

500,000

600,000

700,000

800,000

1 10 19 28 37 46 55 64 73 82 91 100
invalidity points

FIGURE 5
INTERPOLATION METHOD FOR THE MULTIPLIER
COEFFICIENTS (FROM 4 TO 9)
WITH CORRECTION BEYOND 75 POINTS

Minimum
Maximum
Interpolat ion funct ion



ice with the discipl ine of  the cost  factors.  This  prel iminary analysis  is
designed to veri fy  the possibi l i ty  of  conceiving an indemnif icat ion system of
the damage/injury referable to vehicle traff ic within the insurance framework
able to f ind internal  competi t ive levels and corporate eff iciency ( in i ts  operat-
ing mechanisms),  which can ensure greater control  over costs and thereby
produce benefi ts  relat ing to the price of  the service.

1 .  L imi ts  o f  the  insurance l iabi l i ty  system generated  by  the  t r i la teral
insured/insurance company/damage party scheme

Motor l iabi l i ty  insurance,  just  as al l  the forms of  third party l iabi l i ty  insurance,
covers the insured’s assets against  the r isk of  having to indemnify the dam-
age/injury caused to third part ies due to the insured’s culpable conduct,  in the
case under review, whi le dr iving a motor vehicle.

However,  in the case of  motor l iabi l i ty  insurance,  by virtue of  the direct  act ion
scheme,  damaged th ird  part ies  have the r ight  to  obtain  indemnif icat ion
direct ly from the l iable party’s insurance company for the damages/injur ies
suffered.  Therefore,  an “otherness” relat ionship is  created between the dam-
aged party and the insurer that  is  required to indemnify.  There are no con-
tractual  relat ionships between the two part ies and this aspect gives r ise to
consequences of  a given importance in relat ion to the assessment of  the fac-
tors on which competi t ion among the operators may be based,  s ince:

a) the party purchasing the product has a l imited interest  in the qual i ty  of  the
sett lement services provided by i ts  own insurer,  s ince the purchaser does
not benefi t  from the service:  therefore,  the purchaser’s product choices
are mainly based on the price component;

b) the relationship between the insurer and the damaged party, who meet for the
first time (and perhaps for the last time) as a result of the claim event, is bound
to be conflictual, with the related “litigation” costs to be borne by the system;

c) the adoption of rate-related policies associated with the relationship between
the contents of the indemnification service and the price of the insurance
cover is not feasible or is difficult to implement: for example, foreseeing a
discounted premium in the case of the insured’s self-limited indemnity (insur-
ance exemptions), or with a commitment by the insured/damaged party to
have its vehicle repaired by a bodybuilder trusted by the insurance company2.
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2 The introduction of  “self- l imitat ion” clauses of  the service is  only possible in the
insurer/ insured relat ionship and not in relat ion to the end user of  the indemnif icat ion
service,  which cannot be subject to contractual  exceptions.
Clauses which subordinate premium discounts to the insured’s commitment to use repair
facil i t ies that have an agreement with the insurance company, while being undoubtedly
functional in the forms of direct insurance (all  r isk insurance),  are only conceivable in
abstract terms in the motor l iabil i ty contract:  even if  applied at the date a Direct
Indemnity Agreement (CID) procedure is implemented since they cannot entail  an abso-



Hence, in the motor l iabil i ty systems characterised by the indirect indemnity
model,  as regards the service rendered, the adoption of policies that tend to
foster competit ion among operators based on the quality of the service pro-
vided and with regard to controll ing costs is found to be physiologically l imited.

2.  Alternative systems:  no-fault ,  direct  indemnification

2.1.  No-fault  insurance

I t  i s  assumed that  the  cho ice  o f  model l ing  the  insurance in  terms o f
damage/injury arising from vehicle traff ic based on the third party l iabi l i ty
system, as far  as we are concerned,  has i ts  or igins in the community,  and
therefore can be found in al l  E.U.  member-countr ies3;  there is  no doubt that
the direct  cover models provide al l  the advantages arising precisely from the
direct  relat ionship that  is  establ ished between the insurer and the party that
wil l  receive the insurer’s f inal  service:

a) correctness,  smoothness and the rapidity of  the services rendered;
b) enhancing the qual i ty/price rat io of  the service;
c) discouraging l i t igat ion;
d) possibi l i ty  of  model l ing the contents of  the insurance cover in relat ion to

the selected levels of  protection dependent on the sustainable price;
e) more effect ive control  over the process of  bui lding up costs.

The systems providing direct  cover for  damages arising from vehicle traff ic
are widespread in a number of  North American states and are based on the
“f irst  party/no-fault” scheme.

Although the forms of  appl icat ion dif fer,  these systems are characterised
essential ly  by the absence of  any prel iminary invest igat ion as regards fault
and  to  es tab l ish  the  economic  l im i ts  o f  the  indemni ty  payab le  to  the
insured/damaged part ies.

The logic that  characterises the no-fault  systems (above al l  the “pure” no-
fault  systems) is  to guarantee the rapid payment of  indemnit ies to al l  “dam-
aged” part ies,  but  within wel l-def ined l imits,  usual ly  low l imits,  not  subject to
change and not chal lengeable in court .

The l imits of  a system of  this type l ie in the low levels of  protection provided
for vict ims;  this is  the reason modif ied “no-fault” systems have developed,
which foresee more substantial  guarantees for  damaged part ies.  In fact ,  in
many North American states,  in part icular,  legal  act ion can be brought in the
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lute commitment by the insured, who obviously cannot guarantee the wil l ingness of the
other motorist to resort to adopting the Direct Indemnity Agreement (CID) procedure. 
3 In any case,  models which dif fer  from third-party l iabi l i ty  insurance but which howe-
ver guarantee ful l  indemnif icat ion of  no-fault  v ict ims should f ind a space in the com-
pulsory insurance regulatory system, whi le leaving the basic third-party l iabi l i ty  struc-
ture unchanged.  



case of  part icularly serious physical  injur ies and which extend beyond the
l imits establ ished beforehand in the direct  insurance cover schemes.  This
entai ls  the need to supplement the minimal  “no-fault” insurance cover with
the purchase of  third party l iabi l i ty  insurance cover.

Very brief ly :
– the “no-fault” schemes,  in relat ion to the advantages outl ined arising from

the direct  relat ionship between the insurer and the beneficiary of  the serv-
ice,  have limitations as regards the overall  protection of  the victims,  l im-
i ts which can only be overcome by adopting corrective measures,  which
however weaken the direct  indemnity model ;

– the  in t roduct ion  of  a  “no- fau l t”  scheme in  our  system would  enta i l
redesigning the third party l iabi l i ty  model  adopted by the community legis-
lator;

– a system based on no fault  when determining the claim event would entai l
rendering the insurance cover “universal” ,  which would be extended to al l
v ict ims,  at  fault  or  no-fault :  with no economic l imitations of  the indemni-
ties ( l imitat ions inherent in the “Social  Security” systems),  this scheme
could entai l  a  s igni f icant  increase in  the requirement  for  f inancial
resources and consequently,  the overall  premiums requested from the
insured.

2.2.  Direct  indemnif icat ion in third-party l iabi l i ty  systems

In an insurance system model led on third-party l iabi l i ty  a number of  the typi-
cal  benefi ts  of  direct  forms of  insurance cover can be achieved by “overturn-
ing” the indemnif icat ion scheme art i f icial ly,  assigning the damaged party’s
insurer the task of  paying the indemnity,  subject to recovering the amount
indemnif ied from the l iable party’s insurer.

The direct  indemnity schemes,  which are l inked to the third party l iabi l i ty
indemnif icat ion model ,  without making changes,  are adopted in many Euro-
pean countr ies ( I taly,  France,  Portugal ,  Belgium, Spain and Greece) and are
al l  based on conventional  mandate schemes to sett le motor l iabi l i ty  claims for
and on behalf  of  the l iable party’s insurer,  a mutual ly  conferred mandate on a
permanent basis by al l  the insurance companies taking part  in the scheme.

In essence,  the insurer sett les and pays the indemnity to i ts  insured/damaged
party and recovers the amount paid in advance on behalf  of  the l iable party’s
insurer at  a later date,  in accordance with the various procedures establ ished
conventional ly.

Direct  indemnity in a third-party l iabi l i ty  scheme, str ict ly  speaking,  is  effec-
t ive mainly at  the t ime the indemnif icat ion service is  provided,  which dif fers
from the “no-fault” schemes,  where the direct  relat ionship with the insured
can play a crucial  role in the “contractual  def ini t ion” of  the indemnif icat ion
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service at  the t ime of  the claim event ( including insurance exemptions,  agree-
ing models of  conduct,  such as repair  of  the vehicle at  the bodybui lders indi-
cated by the insurer) .

3.  Rationalisation and controlling the costs of  compensation through direct
indemnification

Direct indemnity is found to be especial ly functional to rationalise and control
the costs of the indemnif ication scheme, in addit ion to the benefits to the user,
in terms of simplif ication and smooth relationships,  prompt sett lement proce-
dures and the possibi l i ty of  monitoring the eff iciency of the service,  since:

a) confl ict  is  avoided,  which,  instead is  a typical  scenario in the case of  the
third-party l iabi l i ty  relat ionship,  consequently l imit ing l i t igat ion costs;

b) greater eff iciency is  fostered in the search for suitable solut ions to control
the costs of  production of  the service,  based on mechanisms to discipl ine
the economic relat ionships among the insurance companies.

4.  Eff icient  conditions in the direct  indemnity model

Natural ly,  the production of  system-related benefi ts  is  str ict ly  associated with
the appl icat ion procedures of  the direct  indemnity scheme, above al l  with ref-
erence to the fol lowing aspects:

a) the level  of  i ts  tangible appl icat ion,  compatible with the types of  dam-
age/injury eligible to be indemnified in a direct  form;

b) the mechanisms to assess the l iabili ty  for  the claim event,  based on auto-
matic prel iminary sett lement procedures (claim form to be signed joint ly)
or “retroactive” arbitrat ion solut ions;

c) the pre-selected models to settle the economic relationships among the
insurance companies participating in the scheme.

From the f irst  point  of  v iew, an appl icat ion that  is  as comprehensive as possi-
ble and able to include the majori ty  of  motor l iabi l i ty  claims is  an essential
condit ion so that  the system can produce the posit ive effects referred to
above:  reducing l i t igat ion,  lower “l i t igat ion” expenses,  enhancing the ser-
vice’s qual i tat ive levels.

The second aspect is  str ict ly  correlated with the basic third-party l iabi l i ty  dis-
cipl ine which is  l inked to the direct  indemnity scheme. Liabi l i ty  assessment
depends on the principles appl icable in each legal  system: object ive or aggra-
vated l iabi l i ty  (with presumed fault )  or  with the damaged party having the bur-
den of  proving fault .

Above all, the direct indemnity model, in civil law systems, where liability is
based on establishing fault, must settle smoothly the frequent conflicts that occur
when liability is attributed: either based on preliminary settlement tools (the par-
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ties agree on the dynamics of the claim event and acknowledge this aspect in the
accident report) or based on arbitration procedures which are subsequent and
binding on the parties in question (or at least for the insurers involved).

The last  aspect represents the most qual i fy ing point  in the framework of
ensuring control  of  the costs through a logic of  eff iciency and competi t ion
among the insurance companies.

In particular,  all  direct  indemnity schemes must foresee mechanisms that
discipl ine the economic relat ionships among the insurance companies,
which take into account the “trustee” aspect of  the indemnity service:  in fact ,
each insurer indemnif ies i ts  own insured for and on behalf  of  the insurer
under obl igat ion to indemnify the damage/injury in the last  appeal ,  based on
the third-party l iabi l i ty  rules.

Natural ly,  i f  a mere reimbursement based on the submission of  an “account of
expenses” were to  be adopted,  perverse ef fects  would be tr iggered as
regards control l ing the costs,  s ince each insurer would be induced to “be
generous” with the indemnit ies paid to i ts  own insured,  subsequently assign-
ing the consequences to the l iable party’s insurer.  In this way,  besides the
readi ly  intuitable greater benefi ts  for  the insured/damaged part ies,  a r i f t
would be produced in the relat ionship between the est imated tari f f  require-
ment and the costs management,  therefore,  paradoxical ly,  the price of  the
motor l iabi l i ty  insurance cover would be establ ished by the single insurer
based on the levels of  eff iciency or ineff iciency of  the other operators.

To avoid such perverse effects,  the direct  indemnity schemes must therefore
foresee compensation mechanisms among insurance companies which are
able to represent,  as accurately as possible,  the various levels of  eff iciency of
each insurance company.

Now, we wil l  assume as having been establ ished that  the levels of  eff iciency
are measured,  above al l ,  by the abi l i ty  to manage costs,  in general ,  the fore-
going mechanisms,  but  with some variat ions,  are al l  based on a logic of
favouring the insurance companies that  sett le claims at  lower costs and of
penal is ing the insurance companies which have higher costs when compared
with the other insurance companies.

In this way,  each insurance company has an incentive to l imit  the cost  of
claims,  as far  as possible,  to the benefi t ing of  the costs of  the ent ire system.

5.  Comparison between the systems applied:  in particular,  the French and the
Italian model

A) The French model

The direct indemnity scheme was introduced in France in 1968 and was referred
to property damage and the scheme was referred to personal injury in 2002.
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The French model  is  based on a convention (IRSA) in which al l  the insurance
companies authorised to engage in motor l iabi l i ty  class insurance part icipate.

The system is based on the fol lowing appl icat ion assumptions:

– col l is ion between at  least  two motor vehicles occurring in France or in the
Principal i ty  of  Monaco;

– identi f icat ion of  the vehicle that  has third-party l iabi l i ty.

Identi f icat ion of  l iabi l i t ies for the claim event is  determined by the claim event
report  form signed by the drivers of  the vehicles involved in the accident or
based on a specif ic sett lement procedure that  takes into account the results
of  the reports prepared by the Pol ice Force,  the statements made by witnesses
(provided they are not  passengers or relat ives of  the insured) or  the state-
ments made by the drivers.

The circumstances of  the accident which can be identi f ied in the “amicable
accident report” form or by other documentat ion are referable to a predefined
scheme to apport ion l iabi l i ty  (circulat ion,  parking,  ignoring signals,  other cir-
cumstances) which enable the agent insurance company to establ ish the level
of  l iabi l i ty  of  i ts  insured:  0%, 50%, 100%.

Any discussions among the insurance companies regarding the apport ionment
of  l iabi l i ty  shal l  be resolved by an Arbitrat ion Commission.

Moreover,  the “IRSA” has an Ethics Committee delegated to supervise compli-
ance with the Conventional  rules.

In any event,  the scheme is based on voluntary membership and does not  prej-
udice the r ight  of  the damaged party to submit  i ts  request to the l iable third-
party and to i ts  insurer (direct  act ion) .

In part icular,  i f  the damaged party br ings legal  act ion against  the insurance
company of  the third-party l iable for  the claim event,  after  fai l ing to agree
with i ts  own insurance company,  and,  i f  the l iable third-party is  sentenced to
compensate the damages,  then the legal  costs and the related legal  fees shal l
be reimbursed by the agent insurance company:

– at 50% if  the event involved exclusively material  damage;
– at 100% if  the event also involved physical  injury.

Th is  mechanism d iscourages any  “anomalous”  forms of  conduct  of  the  agent
insurance company in tending to  avoid  the  management  commitments  by
making a  compensat ion  proposal  that  is  “unacceptable”  to  the  damaged
party.
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The “IRSA” convention is  a modular structure:  various claim event categories
are identi f ied which are discipl ined in di f ferent ways.

The accounting sett lements among insurance companies also comply with
diversif ied procedures depending on the type of  claim event and the amount of
the damages involved.

a) Claim events between vehicles with damage included within the capped
l imit  (Euro 6,500)
– The overal l  amount reimbursed by the agent insurance company is

equal  to the average lump sum amount,  establ ished by the Stat ist ics
Committee4,  mult ipl ied by the number of  claim events managed on
behalf  of  the debtor insurance company5.  Therefore,  whenever the
agent insurance company has paid an indemnity higher than the aver-
age lump sum cost ,  i t  loses the dif ference;  in the opposite case the
agent insurance company makes a prof i t .

– The reimbursement process is based on a clearing house arrangement
where each single payment must be recorded within 2 years from the date
of the claim event: under penalty of forfeiting the right to be reimbursed.

– A dual penalty is applied if the debtor company does not reimburse the
amount within 30 days from the request of reimbursement forwarded to the
clearing house and the penalty corresponds to 5% of the amount of the
damage by way of interest and 10% on the capped limit of Euro 6,500. The
insurance companies’ solvency status is ensured by bank guarantees.

– The direct  insurer is  only ent i t led to reimbursement of  the costs neces-
sary to repair  the vehicle or,  i f  the repair  is  uneconomic,  to the vehi-
cle’s commercial  value.

– The anci l lary damage i tems (vehicle technical  stoppage,  t ransport
costs,  etc.)  are not  el igible to be reimbursed and therefore are to be
borne by the insurance company that  managed the damage event.

b) Claim events between vehicles with damage exceeding the capped l imit
(Euro 6,500)
– The debtor insurance company reimburses in ful l  the indemnity amount

paid by the direct  insurer.  The reimbursement procedure is  arranged
outside the clearing houses.

c) Mult iple col l isions (Coll isions among several  vehicles travell ing in the same
direction)
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4 This amount had been establ ished at  Euros 1,204 in 2003 ( in I taly,  the average cost  of
the 2003 CID was Euros 981.47) .
5 This rule is  not  appl icable i f  the driver has not  been identi f ied.  



– The agent insurance company pays the damages caused by its own insured
and requests reimbursement from the insurer of the vehicle that follows.
For example: The insurer of C pays the damage of its own vehicle and then
requests the insurer of B for 100% of the indemnity paid. The insurer of B,
in turn, pays its own insured, but since it is not the first in l ine, it  can only
request the insurer of A for 50% of the amount indemnified. The remaining
50% of the damage is to be borne definitively by the insurer of B .

d) Carambolages (claim events not  included in the def ini t ion of  mult iple col l i -
s ion)  among 3 and 7 vehicles

– The insurance company that  insures the vehicle that  has a registrat ion
plate with the lowest number assumes the function of  “meneur de jeu”
on the basis on which i t  has the fol lowing responsibi l i t ies:
• to identi fy  al l  the other vehicles involved in the claim event and their

respective insurance companies;
• prepare a “repart i t ion table” where the respective l iabi l i ty  quotas in

the claim event are indicated for  each vehicle (100%, 50%, 0%)6.
Reimbursements among the insurance companies are based on the
foregoing repart i t ion.
The other insurance companies involved in the claim event have a
period of  30 days to chal lenge the l iabi l i ty  repart i t ion.  The Arbitra-
t ion Commission makes the f inal  decision i f  the insurance companies
fai l  to reach an agreement.

e) Carambolages with more than 7 vehicles
– Management of  the damage events fol lows the rules of  the preceding

point  but  the agent insurance company cannot request to be reimbursed
the indemnity paid for damages up to Euro 80,000,  which therefore,  is  to
be borne defini t ively by the agent insurance company.

The accounting sett lements mechanism adopted by the French insurers,  for
the most frequent type of  damage events (claim events between two vehicles
with damage up to Euro 6,500)  does not  appear to take into account the port-
fol io select ion pol icies adopted by the insurance companies which are forced
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6 Other repart i t ion percentages for  l iabi l i t ies do not  exist ,  for  example 70%, 30%.



to bear a part  of  the compensation,  despite no-fault  of  their  insured,  when
there is  a damage event that  exceeds the lump sum cost .

In fact ,  i f  on the one hand,  the lump sum reimbursement encourages the insur-
ance company to contain the cost  of  the claim event,  on the other hand,  this
scenario is  penal is ing i f  insurance company insures a vehicle with a high
commercial  value or a vehicle that  circulates in areas where the hourly cost
of  labour is  part icularly high.

Probably,  the French system could be considered “fair” in a market where the
frequency of  claim events among insurance companies and the average
insured value are more or less uniform and where there are no signif icant di f-
ferences in the cost  of  repairs among various areas.

Whereas, the point of  strength of the “IRSA” is represented by the more or less
total  application of the procedure to any type of motor l iabi l i ty claim event.

Moreover,  i t  must be remembered that  the habit  of  French motorists of  adopt-
ing direct  indemnity or iginates from a widespread use of  al l  r isks insurance
pol icies (70%).  The widespread use of  al l  r isks insurance pol icies al lows the
insurance exemption mechanisms or repair  procedures at  contracted body-
bui lders to be def ined contractual ly,  s ince the impact of  these aspects on l im-
it ing the cost  of  the claim event is  quite considerable.

B) The Ital ian system

The direct  indemnity model ,  adopted by I tal ian insurers on a voluntary basis
from 1975,  is  based on a Convention (“CID” – Direct  Indemnity Convention)
entered into by 99.8%, in terms of  portfol io,  of  I tal ian insurance companies
authorised to operate in I taly.

The application framework of the Convention is more limited, compared with the
situation in France (less than 40% of the total motor liability claim events involv-
ing property damage) due to a series of application terms and conditions intro-
duced to minimise any discussions among the participating insurance companies.

The “CID” is  based on precise appl icat ion condit ions:
– col l is ion between only two motor vehicles;
– the Accident Report  (“CAI”)  form signed by both drivers and compete with

the other essential  data:  vehicle registrat ion numbers,  names of  dr ivers
and insurance companies,  circumstances of  the claim event;

– posit ive veri f icat ion of  insurance cover of  the l iable vehicle indicated in
the Accident Report  (“CAI”)  form based on the “SIC” ( integrated vehicle
Control  IT System Sistema);

– no damage to other vehicles,  legal  act ion or request for  compensation sub-
mitted to the insurer of  the l iable vehicle,  pursuant to law;

– from 1st  June 2004,  this Convention is  also appl icable to claim events with
personal  injury suffered by passengers and no-fault  dr ivers,  for  minor
injuries and within the amount of  Euro 15,000 per injured person.
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In the “CID” scheme, the Accident Report  (“CAI”)  form signed by the drivers
represents a fundamental  aspect for  the purposes of  implementing the con-
ventional  procedure.

The Accident Report  (“CAI”)  form signed by the drivers of  the two vehicles has
a symmetrical  value for  both insurance companies,  thanks to a series of  con-
ventional  rules which enable the insurance companies to interpret  the form in
the same way and reach the same conclusions in relat ion to the repart i t ion of
l iabi l i t ies.

In fact ,  the circumstances of  the claim event reported in the form are refer-
able to a l iabi l i t ies repart i t ion scheme (very simi lar  to the scheme adopted in
France by the “IRSA”) where 54 dif ferent types of  claim event are reported.

The reimbursements mechanism is structured in a way that  enables the agent
insurance company to be reimbursed the indemnity paid ( including any acces-
sory i tems as,  for  example,  technical  stoppage,  towing expenses,  but  exclud-
ing patronage costs) ,  but  however foresees a balance arrangement with a
posit ive or negative balance at  the end of  the f inancial  year among al l  the
insurance companies,  single insurance company versus single insurance com-
pany,  in  accordance with the average indemnity costs,  in order to foster com-
peti t ion to contain the costs in quest ion.

In some ways the accounting sett lements mechanism adopted by the “CID”
scheme is more competi t ive compared with the French scheme.

The fact  of  knowing only retroactively the results of  the comparisons with al l
the other insurance companies induces the companies to achieve the maxi-
mum l imitat ion of  the costs involved in managing the “CID” scheme.

In fact, the preliminary knowledge of an average reference cost established
beforehand could induce the agent insurance company to adopt an anomalous
conduct aimed at managing damage events that lie within the foregoing parameter.

However,  the I tal ian system has been improved over the years,  in order to take
into account also the dif ferent geographical  areas and the dif ferent values of
compensation,  so that  the comparison between the average indemnity costs is
based on claim events which have consistent  characterist ics7.

The accounting sett lements system among insurance companies also takes
into account the number of  events managed by each company in relat ion to
the other insurance companies and vice versa.
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7 By amount and by area.  The dif ferent configurat ions of  the insurance company port-
fol ios would have produced unfair  s i tuat ions without this correction factor:  for  exam-
ple,  the insurance company with a greater number of  motor cars with above average
characterist ics (and therefore more expensive to repair)  and circulat ing in areas
where the cost  of  repair  is  higher would be at  a disadvantage due to this part icular
situat ion compared with insurance companies with a f leet  of  insured vehicles with
opposite or very dif ferent characterist ics.



Without this correction,  a given insurance company could be forced to make a
prel iminary select ion of  the “CID” claim events to apply the procedure only in
the case of  events with costs that  are foresee ably below the market average.

However,  i t  is  important to note that  the sett lement system discipl ining the
relat ionships among insurance companies is  subject to a direct  on-going
analysis to increase the levels of  competi t ion among the insurance compa-
nies:  in-depth analyses are currently in progress to f ine tune the balance set-
t lement scheme even further.

To complete the overview of  the direct  indemnity schemes operat ing in I taly,
we would mention that  another associat ion agreement exists in the case of
claim events involving more than 40 vehicles (or  20,  in the case of  accidents
with serious consequences) (“Catastrophe Claim Events”)  which enables the
insurance companies to proceed direct ly to sett le the damages of  their  own
no-fault  or  part ial-fault  insured.

The amount of  the compensations paid by the insurance company with vehi-
cles involved in the claim event is  subsequently divided among al l  the insur-
ance companies part icipat ing in the Agreement,  in  accordance with the
respective motor l iabi l i ty  portfol io quotas.

Whereas,  the mult iple damaged part ies Agreement,  which was appl icable to
al l  claim events involving more than two vehicles,  terminated in 2001.  Termi-
nation was due to a number of  imbalances inherent in the system, which did
not incorporate a mechanism of  ful l  compensation among insurance compa-
nies based on the reference to the average cost  of  damages.

6.  Potential  developments of  the I talian system

The direct  indemnity schemes,  l inked to the third-party l iabi l i ty  compensatory
model ,  undoubtedly favour the control  over the costs bui ld-up process,  thanks
to fostering the competi t ion and eff iciency in the management of  claim events
by the insurance companies.

In I taly i t  is  also possible to observe that  the average cost  of  the claim events
indemnif ied by the “CID” scheme, in addit ion to being signif icantly lower,  has
recorded a more l imited rate of  growth compared with the average cost  of
claim events (same type) indemnif ied in the framework of  l iabi l i ty  insurance.

Year Average cost Annual percentage Average cost Annual percentage Inflation
of property change on property property change on rate

damages “CID” damages “CID” damages (*) property damages 

1998 759 3.9% 969 10.3% 1.8%
1999 788 3.8% 1,069 10.3% 1.6%
2000 843 7.0% 1,272 19.0% 2.6%
2001 898 6.6% 1,454 14.3% 2.7%
2002 940 4.6% 1,559 7.3% 2.4%
2003 989 5.3% 1,660 6.4% 2.5%
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AVERAGE COST FOR PROPERTY DAMAGES
Euro

(*) In order to have a homogeneous comparison with the ave-
rage cost of CID claims, have been taken into consideration:
– for the period 1998-1999 the claims referring to land vehicles

excluding mopeds and agricultural machines, with a cost not
exceeding Itl. 10,000,000;

– for the period 2000-2003 the claims referring to land vehicles,
Itl. 10,000,000, with unlimited cost.



7.  Feasibili ty  analysis to develop the motor l iabili ty  compensatory scheme

Precisely the foregoing considerat ions induced the AGCM, ISVAP and the Gov-
ernment not  only to postulate an extension of  the system to other forms of
damage events,  but  also to ref lect  on act ions that  can guarantee an incentive
to reduce costs,  even more than the current model .

Natural ly,  further in-depth analyses need to be performed to assess the
prospects of  f ine tuning the I tal ian system, on the one hand,  these analyses
must take into account the regulatory reference framework,  which in any
event,  the direct  indemnity scheme cannot disregard,  and on the other hand,
the characterist ics of  the insurance market on which the scheme operates.

For  th is  purpose,  the problems to  be considered to  develop a  model  are qui te
major  and concern both the regulatory  structure and the terms and condi-
t ions to  be compl ied with  to  def ine a  “v i r tuous” model  able  to  produce the
posi t ive  ef fects  which are theoret ical ly  achievable  by  a  d i rect  indemnity
scheme appl ied to  a l l  or  to  the major i ty  of  the c la im events  caused by vehi-
c le  t raf f ic .

The further steps in the framework of  the voluntary scheme currently in force,
relate to the possible extension to other types of  claim events currently not
included in the “CID” scheme and to veri fy ing the potential  delet ion of  the
condit ions of  appl icabi l i ty  ( for  example:  the form signed joint ly)  which cur-
rently l imit  the potential  of  implementing the direct  indemnity scheme.

However,  the aspect that  needs to be analysed in greater detai l  and on which
inst i tut ional  attent ion wil l  be focused refers to the possibi l i ty  of  incorporat ing
the direct  indemnity model  in the regulatory system, to give i t  binding power
and ensure i ts  universal  appl icat ion.

However,  direct  indemnity discipl ined by law poses a series of  appl icat ion and
compatibi l i ty  problems with the legal  regime that  discipl ines third-party l iabi l-
i ty  relat ing to an unlawful  act ,  compared with the voluntary model ,  which does
not change the basic regulatory structure in the least .  Very brief ly,  the prob-
lems to be addressed and to be resolved i f  i t  is  intended to pursue the imple-
mentat ion of  the direct  indemnity scheme in the regulatory corpus involve the
fol lowing aspects:

– the compatibi l i ty  of  the regulatory measure with the community discipl ine;
the possibi l i ty  of  imposing the system on insurance companies with Regis-
tered Off ices in other E.U.-member countr ies;

– the overlap of  two systems:  the “insurance” system, which would entai l
that  the insurer of  the damaged party would be subject to the compensa-
tory obl igat ion – subject to subsequent sett lement of  the debtor relat ion-
ships with the l iable party’s insurer – and the basic civi l  law system, which
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would continue to attr ibute the r ight  to be compensated by the l iable party
and therefore payment by the l iable party’s insurer;

– al location of  direct  act ion,  which is  consequential  to the problem outl ined
above:  in theory i t  should be possible to exercise the r ight  in relat ion to the
insurer of  the insured/damaged party,  otherwise the jur isdict ion safeguard
of i ts  r ights would be forfeit ,  unless direct  indemnity is  conceived as an
out-of-court  procedure ex lege,  which becomes establ ished as a condit ion
of el igibi l i ty  to exercise the act ion in relat ion to the l iable party’s insurer8;

– defini t ion of  the f ield of  appl icat ion of  direct  indemnity:  a)  should exclude
damage by part ies not insured for  motor l iabi l i ty  ( for  example:  pedestr i-
ans) ,  otherwise i t  would lack the reference for retroactive sett lement of
the debtor relat ionships between insurers;  b)  i t  would be necessary to
assess careful ly  the advisabi l i ty  of  l imit ing direct  indemnity to minor per-
sonal  injur ies (which however are identi f ied by law),  leaving the l iable
party’s insurer to manage the damages which are complex by their  very
nature and are not  el igible to be entrusted to agent insurance companies
(effects of  sett lement eff iciency on the reserve appl icable to such claim
events,  potential  cases of  malagestio,  etc.) ;  c)  the appl icabi l i ty  of  the sys-
tem would need to be assessed in relat ion to claim events involving several
vehicles,  in which the assessment of  l iabi l i t ies is  more complex;

– appl icat ion condit ions:  the probable lack of  automatic sett lement mecha-
nisms (the amicable accident report  s igned joint ly  currently required by
the “CID” procedure)  poses the problem of  acquir ing the information on the
l iabi l i ty  of  the claim event;  out-of-court  arbitrat ion tools would need to be
identi f ied to resolve potential  confl icts between the damaged part ies and
the respective insurance companies;

– tools to discipl ine the economic relat ionships among insurance companies:
the eff iciency of  a direct  indemnity scheme is based on the possibi l i ty  of
implementing monitoring mechanisms which foster the l imitat ion of  costs,
otherwise effects contrary to the hoped-for object ive would be obtained;
the sett lement of  the relat ionships among the insurance companies must
be left  to the effect  of  market forces;  in any event the possibi l i ty  of  sett ing
up a single consort ium to manage the system should be foreseen by law.

The debate currently in progress at  an inst i tut ional  level  is  focusing i ts  atten-
t ion on the foregoing topics,  which have just  been outl ined,  and on a whole
series of  more detai led appl icat ion aspects.
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8 This could represent a solut ion that  would avoid overlapping systems:  a form of  com-
pulsory act ion that  the damaged party is  required to perform in reference to i ts  own
insurer – that  in turn is  under obl igat ion to propose a compensatory offer  – before con-
tact ing the l iable party’s insurer.



ISVAP CIRCULAR RELATING TO THE DISCIPLINE OF  THE BONUS/MALUS
SCHEME IN COMPULSORY MOTOR LIABILITY INSURANCE

On 17th May 2005,  after  the publ ic consultat ion procedure,  ISVAP issued the
text  of  the “Provisions relat ing to compulsory motor l iabi l i ty  insurance – to
discipl ine the bonus/malus scheme” (Circular No.  555 D).

The principal  object ive of  the Circular is  to include the universal  conversion
merit  category in the r isk cert i f icates relat ive to motorcycles and mopeds,
denominated category CU. This provision,  already operat ional  in the case of
passenger cars,  makes i t  easier for  the insured to compare the dif ferent pro-
posals relat ive to motor l iabi l i ty  contracts with bonus/malus formulae offered
by the market and,  in this way,  favours the mobi l i ty  of  cl ients and the devel-
opment of  competi t ion.

The provisions foreseen by the Circular had already been implemented to a large
extent by the insurance sector following the Agreement Protocol signed by
ANIA, the Government and a number of Consumer Associations on 5th May 2003;
in particular, a joint technical roundtable had agreed to include a common class
of merit (analogous to the solution adopted in the “CIP” scheme, foreseen for
passenger cars) in the risk certif icates referring to motorcycles and mopeds.

In the f inal  version of  the provisions,  in l ine with the observations made by the
Associat ion,  ISVAP has establ ished that  the Circular refers expressly to pas-
senger  cars ,  motorcyc les  and  mopeds  insured  not  on ly  wi th  proper
bonus/malus formulae,  but  also with insurance pol icies which adopt formulae
that are simi lar,  such as the bonus malus subject to insurance exemption,  the
no claim discount and the no claim discount with insurance exemption.  Other
types of  vehicles for  which adoption of  the bonus/malus formulae are l imited
have been excluded.

The last  date by which to comply with al l  the instruct ions contained in the Cir-
cular has been establ ished as 1st  November 2005.

THE ANIA ROAD SAFETY FOUNDATION

Approximately Euro 3.5 mi l l ion road claims occur in I taly every year with more
than 700,000 injur ies and 8,000 deaths,  representing a cost  to the community
est imated to be Euro 28 bi l l ion.  In part icular,  road accidents now represent
the primary cause of  death for  the younger age group.
An 18.2% reduction in accidents with deaths and a 16.6% reduction in acci-
dents with injuries was recorded over the period between July 2002-June 2003,
according to the data provided by the Police Force and the “Carabinieri”.
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I f  the data ref lects a downward trend in the seriousness of  accidents the topic
of  road safety continues to represent a social  problem with a signif icant
impact also in terms of  costs to the community at  large.

The principal  causes of  claim events include:  fai l ing to fol low the rules of  the
Highway Code and the rules of  prudence,  poor maintenance of  the vehicles in
circulat ion,  the intense vehicle traff ic condit ions compared with the road net-
work and the overal l  obsolescence of  the road system.

For this reason during i ts  f i rst  year of  act iv i ty,  the ANIA road safety Founda-
t ion focused i ts  act ions on the young and has created inst i tut ional  partner-
ships bel ieving that  i t  is  easier to implement tangible ini t iat ives capable of
reducing the number of  road accidents by pursuing this solut ion.

This strategy has led to putt ing in place and implementing a number of  ini t ia-
t ives which have often achieved signif icant media impact.

In the f irst  place,  the Agreement Protocol  entered into between the ANIA road
safety Foundation and the Home Off ice Pol ice Department.

The Protocol  foresees joint  ini t iat ives in the communications,  information and
road education sectors,  in part icular,  focusing on the juveni le world,  designed
to improve the levels of  safety on I tal ian roads and to prevent accidents and
their  related consequences.

The most signif icant ini t iat ive implemented in the summer of  2004 which wil l
be reproposed also in 2005 was cal led “Drive prudently – zero alcohol  al l  your
l i fe”.  This ini t iat ive focused on the problems of  dr iv ing after visi t ing discothe-
ques.  In view of  the high frequency of  road accidents concurrent with the
closing hours of  nightclubs,  the Pol ice Department and the ANIA road safety
Foundation identi f ied a number of  roads throughout the country especial ly
exposed to this type of  r isk,  and in part icular,  in the Emil ia Romagna,  Versi l ia
and Lazio Regions,  and organised numerous preventive services by sett ing up
road traff ic check points.

The ANIA Foundat ion organised the d istr ibut ion of  leaf lets  dur ing these
occasions at  the entrance to  the enterta inment  hal ls  located in  the areas
under  survei l lance,  the leaf lets  descr ibed the dangers of  dr iv ing af ter  dr ink-
ing –  or,  however,  when in  a  psycho-physical ly  a l tered condi t ion –  as  wel l  as
distr ibut ing d isposable  breathalyser  tests ,  thereby foster ing a  heightened
percept ion of  the real  levels  of  r isk  associated with  s i tuat ions which are f re-
quent ly  undervalued.  The Traf f ic  Pol ice d istr ibuted f ree t ickets  to  d iscothe-
ques to  the dr ivers  found to  be sober  af ter  tak ing the breathalyser  test .  The
Foundat ion has endeavoured to  establ ish a  c loser  re lat ionship  wi th  the
young through th is  in i t iat ive.  The message can be conveyed bet ter  and more
effect ively  by  speaking their  language and v is i t ing the p laces where they
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meet .  A sense of  awareness,  matur i ty  and respect  for  l i fe  can be developed
by of fer ing the young the possib i l i ty  of  test ing their  own alcohol  level  inde-
pendent ly.

The ANIA Foundation partnered the “Icaro” project  in 2005,  the road safety
campaign promoted by the National  Pol ice Force and by the Home Off ice,  with
the col laborat ion of  the Ministry of  Infrastructures and Transport ,  the Minister
of  Education and with support  from Unicef.

The ini t iat ive,  which is  in i ts  f i f th edit ion,  has the object ive of  helping young
people understand the importance of  fol lowing the rules,  to foster a culture of
legal i ty  and to avoid the adoption of  dangerous behaviour that  represents the
principal  cause of  road accidents.

This year 29 cit ies/towns were involved with the part icipat ion of  over 10,000
youngsters.

Moreover,  the ANIA Foundation is  committed to supplying useful  material  and
services to strengthen the work of  prevention and f irst  aid undertaken by the
Traff ic Pol ice,  based on the guidel ines provided by the Pol ice Department.

One of  the most important projects,  implemented between 2004 and 2005,
forms part  of  the Agreement Protocol  that  the ANIA Foundation entered into
with the Ministry of  Education designed to organise a remote training course
to prepare for  the driving test .  In part icular,  the ANIA road safety Foundation
provided a remote training course free of  charge to al l  I tal ian schools through
the Ministry;  the course also included tests and was accessible over the
Internet or  avai lable on a cd.  The course contents have been cert i f ied by the
Ministry and wil l  enable al l  the persons el igible to take the test  after  having
learnt  the rules of  the Highway Code using the IT platform provided by the
ANIA Foundation.

Again in  the f ie ld of  d isseminat ing safety cul ture,  the information campaign
cal led “Excel lent  Hol idays” (“Vacanze coi  f iocchi”)  organised by the Antar-
t ide Centre of  Bologna in  col laborat ion with the Federat ion was found very
useful .  A brochure was prepared with an invi tat ion to travel  with a smi le,  to
put  aside haste,  to  wear a crash helmet ,  to  wear seat  bel ts  and to use the
special  baby’s  chair  designed for  smal l  chi ldren,  and avoid using the mobi le
phone when dr iv ing,  to  abide by the speed l imits  and observe the safety dis-
tances,  avoid dangerous overtaking:  in  essence to fo l low the rules of  the
Highway Code and commonsense to avoid endangering ones own l i fe  and the
l i fe  of  others.

The ANIA Foundation has entered into agreement with Walt  Disney I tal ia,
again in the f ield of  road education and preventing the r isk of  accidents.  The
agreement foresees that  their  publ icat ions,  which have a signif icant circula-
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DRIVE PRUDENTLY -
ZERO ALCOHOL ALL YOUR LIFE -  

TRAFFIC POLICE SERVICE SURVEY

Patrols use 627
Check points 270
Vehicles controlled 10,837
People controlled 13,328

Code violations

Total infringements ascertained 3,985
of which:
Art. 9/bis-ter - Speed competitions 0
Art. 141 - Dangerous driving 62
Art. 142 - Speed limit 1,646
Art. 171 - Safety helmet use 9
Art. 172 - Safety belts use 125
Art. 186 - Drunken driving 1,573
Art. 187 - Driving under the influence of drugs 118

Sanctions applied

Total driving licences withdrawn 2,028
of which:
Art. 9/bis-ter - Speed competitions 0
Art. 142 - Speed limit 440
Art. 186/2° - Drunken driving 1,555
Art. 187/2° - Driving under the influence of drugs 70
Driving licence points reduced 22,208
Registrations withdrawn 171
Seized vehicles 5

Alcohol tests

Drivers controlled 7,878
Positive drivers 1,551

Free entrance 1,900

Source:  Home off ice -  Pol ice Department
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tion,  can be used to disseminate road education culture,  also among the
young,  so that  this culture can then be transmitted to adults.

The ini t iat ive wil l  include a two-part  story publ ished in the weekly “Mickey
Mouse” (“Topol ino”) ,  the Foundation’s tabular publ ici ty,  several  editor ial  art i-
cles in various publ icat ions and above al l ,  the preparat ion of  an educational
leaf let  as a supplement to the weekly “Mickey Mouse” (“Topol ino”) ,  which wil l
be useful  to disseminate the rules of  good road conduct.

The ANIA Foundation and the insurance sector,  through ini t iat ives of  this kind
and others of  the same nature,  bel ieve they can make their  contr ibut ion as
insurers to the commitment undertaken by each European Union-member
country to reduce the number of  road traff ic vict ims by 50%, within 2010.

CLEAR-BOX EXPERIMENT

The Ministry for  Productive Activi t ies,  with a Decree dated 26th November
2004,  concerning the funding of  ini t iat ives for  the benefi t  of  consumers,  has
assigned Euro 7 mi l l ion to ISVAP to implement a pi lot  project  to monitor the
vehicle accident rate in at  least  f ive regions,  by using monitoring devices
instal led on board the vehicles in quest ion (so-cal led black boxes or clear-
boxes).  These devices can contr ibute to improving road safety:  by recording
the vehicle’s speed,  as wel l  as the motoring offences committed,  they can rep-
resent a way of  discouraging bad driving habits.

The project  is  structured in various stages and also foresees a contr ibut ion
from the insurance companies.  In part icular,  the r ight  of  each insurance com-
pany engaging in motor l iabi l i ty  insurance to part icipate individual ly  in the
project  by entering into agreements with ISVAP, which wil l  entai l  both col lab-
orat ion at  an organisat ional  level  ( identi fy ing the insured that  are potential ly
interested in the experiment in each of  the 5 sample cit ies which have been
selected,  based on parameters which the Monitoring Body wil l  def ine,  provid-
ing the addresses of  the insured) and the expectat ion of  an incentive to be
given to the insured in quest ion to favour their  part icipat ion;  the insured wil l
be selected and contacted direct ly by ISVAP based on the data provided by
the insurance companies.

The incentive foreseen by the ministerial  project  consists of  a discount on the
motor l iabi l i ty  premium of  not  less than 10% compared with the tar i f f  that  wi l l
be in force during each of  the contractual  periods involved in the experiment.
The discount is  to be granted once only to the insured that  part icipate in the
experiment,  which wil l  have a durat ion of  36 months.
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In essence,  the insured that  are resident in the 5 ci t ies selected (Turin,  Milan,
Rome, Naples and Palermo) with insurance companies that  agree to part ici-
pate in the experiment and that  have been selected based on the data pro-
vided by the insurance companies in quest ion,  as wel l  as depending on the
overal l  number of  clear-boxes avai lable ( the total  for  the ent ire experiment is
est imated to be between 10,000 and 15,000) ,  can go to their  insurance agency
at the contractual  renewal date and benefi t  from the discounted premium after
the device has been instal led by the contracting company.

The Associat ion shares both the spir i t  and the f inal  object ive of  the overal l
project .  Therefore,  the Associat ion is  promoting the ini t iat ive by fostering the
awareness of  the motor l iabi l i ty  insurance companies.

However,  there is  a reserve as regards the predetermined f ixed minimum dis-
count required from the insurance companies that  part icipate in the project ,
since i t  would have been appropriate to al low each single part icipant to
decide the extent of  the discount to be appl ied to the insured part icipat ing in
the experiment.  The expectat ion of  a f ixed minimum discount as an incentive,
although referred to an inst i tut ional  experiment,  in fact ,  raises two problems:
on the one hand,  i t  is  not  in l ine with the logic of  the unrestr icted formation of
prices in motor l iabi l i ty  insurance and,  on the other hand,  the discount could
be inconsistent ,  in numerical  terms,  with the actual  reduction in the costs
induced by adopting this new technology.

EUROPEAN COMMISSION INVESTIGATION ON THE CONTRACTING OBLIGATION

The European Commission has requested the I tal ian Government to provide
clari f icat ions regarding the discipl ine that  obl iges nat ional  and community
insurance companies to accept al l  the motor l iabi l i ty  insurance proposals pre-
sented thereto and to foresee rates for  al l  r isks referable to vehicle traff ic.

In part icular,  the European Commission’s attent ion has focused on the con-
tract ing obl igat ion and of  establ ishing rates as such,  both with reference to
the so-cal led rate circumvention discipl ine,  in other words infr ingement of  the
foregoing obl igat ion achieved with reference to given areas or to a single cat-
egory of  insured.

During the prel iminary stage,  the commission has consider that  the foregoing
discipl ine disrupts the bases of  the internal  market,  in open contrast  with the
third direct ive relat ing to Non-Life insurance (92/49/EEC) and with the orienta-
t ion of  the European Community Court  of  Just ice,  according to which the prin-
ciple of  freedom of  rates rat i f ied by the community regulat ions – and breached
by discipl ine under review – is  to be appl ied also to compulsory insurance



and,  in any event,  prevai ls  over any provision just i f ied on the basis of  “a gen-
eral  interest” endorsed by the member country that  has issued legislat ion in
contrast  with the foregoing principle.

The European commission wil l  assess whether to br ing infr ingement proceed-
ings against  our country to veri fy  the compatibi l i ty  of  the discipl ine in ques-
t ion with community regulat ions relat ing to unrestr icted determination of  the
terms and condit ions of  contract and the rates,  as wel l  as aspects of  free
competi t ion,  based on the repl ies which the I tal ian Government wi l l  provide in
relat ion to the invitat ion to amend the discipl ine that  obl iges contracting.

134

Motor insurance

Italian insurance in 2004/2005



135

Other Non-Life insurance classes

Italian insurance in 2004/2005

The technical account results are positive for  most part  of
classes.  Except for  health,  other damages to property,  aircraft
third party l iabili ty  and railway craft ;  the trend of  the general
third party l iabili ty  class is particularly negative.  

ACCIDENT

Premiums for direct domestic business for the 99 companies operating in this
class in 2004 amounted to Euro 2,887 mil l ion, sl ightly increased compared to
2003 (+4.6%) and in l ine with the development registered in the last f ive years;
premium incidence for this class on the total Non-Life insurance premiums
amounts to 8.2%, stable compared to the previous year. The development of this
class, even though l imited, was fostered by the commercialisation of guaran-
tees sold to motor third party l iabil i ty insureds to insure driver’s injuries. 

The incurred claims cost for the current accident year ,  defined as the sum of
the total paid cost and the total reserved cost for all  claims occurred in the cur-
rent accident year, amounted to Euro 1,587 mill ion (1,549 in 2003), with a 2.5%
increase; the ratio to earned premiums was equal to 56.1% (57.0% in 2003), the

ACCIDENT
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 2,208 2,263 2,380 2,530 2,621 2,761 2,887
Changes in premiums reserves (-) 63 42 54 67 47 43 58
Incurred claims (-): 1,323 1,357 1,326 1,420 1,436 1,410 1,435
- incurred claims cost for the current accident year (-) 1,479 1,481 1,476 1,530 1,542 1,549 1,587
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 156 124 150 110 106 139 152
Balance of other technical items -55 -40 -36 -42 -54 -65 -65
Operating expenses (-) 717 722 761 801 821 872 922
Direct technical balance 50 102 203 200 263 371 407
Investment income 145 102 109 102 89 101 107
Direct technical account result 195 204 312 302 352 472 514
Reinsurance results and other items -7 -4 -6 -16 -31 -54 -65
Overall technical account result 188 200 306 286 321 418 449

Annual % changes in premiums – 2.5% 5.2% 6.3% 3.6% 5.3% 4.6%
Combined ratio 94.1% 93.0% 89.0% 89.3% 87.1% 83.5% 82.6%
- Expense ratio 32.5% 31.9% 32.0% 31.7% 31.3% 31.6% 31.9%
- Loss ratio: 61.7% 61.1% 57.0% 57.7% 55.8% 51.9% 50.7%

- Loss ratio for the current accident year 69.0% 66.7% 63.5% 62.1% 59.9% 57.0% 56.1%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 7.3% 5.6% 6.5% 4.5% 4.1% 5.1% 5.4%

Technical balance/Earned premiums 2.3% 4.6% 8.7% 8.1% 10.2% 13.7% 14.4%
Technical account result/Earned premiums 9.1% 9.2% 13.4% 12.2% 13.7% 17.4% 18.1%
Overall technical account result/Earned premiums 8.8% 9.0% 13.1% 11.6% 12.5% 15.4% 15.9%

Premiums to total Non-Life premiums ratio (%) 9.0% 8.6% 8.5% 8.5% 8.1% 8.1% 8.2%

Indexes and changes (%) are calculated on data in  Euro thousand



lower value since 1998. Claims experience in this class continues to improve as
a consequence of the different policies adopted, mostly at the end of the 90’s, on
the issue of contractual conditions (introduction of allowances and overdrafts)
and of preventive risk evaluation; the progressive decrease in claims frequency
for the motor l iabil ity and consequently the decrease in claims regarding the
cover of driver’s injuries, contributed to the improvement in claims experience, 

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
Euro 1,435 mil l ion with a 1.7% increase.  The rat io to earned premiums was
equal  to 50.7%, ref lect ing a decrease compared to 51.9% of  2003.  

Operating expenses were equal  to Euro 922 mil l ion (872 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.  The
rat io of  these operat ing expenses to premiums was 31.9%, sl ight ly  increasing
compared to 31.6% of  2003.

The technical balance for direct  business was posit ive at  Euro 407 mil l ion
(371 in 2003) .  The improvement in the technical  balance is  mostly imputable to
the contained increase of  claims cost .

Considering the investment income, the direct technical account result  was
posit ive at  Euro 514 mil l ion (472 in 2003) .

Taking the reinsurance balance into due account ,  the overall  technical
account result was posit ive at  Euro 449 mil l ion (418 in 2003) ,  representing
15.9% of  the premiums (15.4% in 2003) .

SICKNESS

Premiums for direct  domestic business for  the 95 companies operat ing in this
class in 2004 amounted to Euro 1,577 mil l ion;  the growth rate compared to the
previous year (+4.5%) was the lowest one since the year 2000.  The incidence
on the total  Non-Life insurance premiums was equal  to 4.5%, a value that
remained substantial ly  unvaried since 1998.  The growth of  this class,  even
though i t  was contained,  was determined mostly by new acquisi t ions in col-
lect ive contracts for  corporate insurance pol icies.

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 1,205 mil l ion with a 7.7% increase
compared to 2003;  the rat io to earned premiums therefore increased from
75.8% in 2003 to 77.2% in 2004.

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
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reserves for  those claims incurred in previous accident years,  was equal  to
Euro 1,211 mil l ion with a 7.3% increase.  The rat io to earned premiums was
equal  to 77.6%, ref lect ing an increase compared to 76.5% of  2003.  

Operating expenses were equal  to Euro 409 mil l ion (380 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business and acquisi t ion costs,  costs arising from premium col lect ion and
costs relat ing to the organisat ion and management of  the distr ibut ion network.
These  operat ing  expenses  represented  25 .9% of  the  premiums,  s l ight ly
increasing compared to 25.2% of  2003.

The technical  balance for  direct  business remains negat ive at  Euro 99 mi l l ion
( -82  in  2003) .  A lso  the  ra t io  to  premiums recorded a  decrease  pass ing  f rom
-5.6% in  2003 to  -6 .3% in  2004.

Consider ing  the  investment  income,  the  resul t  for  the  di rect  technical
account was negative at  Euro 56 mil l ion (-42 in 2003) .

Taking the balance for reinsurance into due account,  the overall  technical
account result was negative at  Euro 51 mil l ion (-39 in 2003) ,  representing 3.3%
of the premiums (2.7% in 2003) .
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SICKNESS
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 1,128 1,164 1,255 1,343 1,426 1,509 1,577
Changes in premiums reserves (-) 46 8 33 29 22 33 17
Incurred claims (-): 860 875 934 998 1,063 1,128 1,211
- incurred claims cost for the current accident year (-) 886 900 947 1,005 1,066 1,118 1,205
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 26 25 13 7 3 -10 -6
Balance of other technical items -31 -18 -18 -23 -33 -50 -39
Operating expenses (-) 308 312 332 347 363 380 409
Direct technical balance -117 -49 -62 -54 -55 -82 -99
Investment income 49 35 40 38 31 40 43
Direct technical account result -68 -14 -22 -16 -24 -42 -56
Reinsurance results and other items 7 -10 4 5 2 3 5
Overall technical account result -61 -24 -18 -11 -22 -39 -51

Annual % changes in premiums – 3.2% 7.8% 7.0% 6.2% 5.8% 4.5%
Combined ratio 106.9% 102.5% 102.9% 101.8% 101.1% 101.6% 103.5%
- Expense ratio 27.3% 26.8% 26.4% 25.9% 25.4% 25.2% 25.9%
- Loss ratio: 79.5% 75.7% 76.4% 75.9% 75.7% 76.5% 77.6%

- Loss ratio for the current accident year 81.9% 77.9% 77.5% 76.4% 75.9% 75.8% 77.2%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 2.4% 2.2% 1.1% 0.5% 0.2% -0.7% -0.4%

Technical balance/Earned premiums -10.8% -4.2% -5.1% -4.1% -3.9% -5.6% -6.3%
Technical account result/Earned premiums -6.3% -1.2% -1.8% -1.2% -1.7% -2.8% -3.6%
Overall technical account result/Earned premiums -5.6% -2.1% -1.5% -0.8% -1.6% -2.7% -3.3%

Premiums to total Non-Life premiums ratio (%) 4.6% 4.4% 4.5% 4.5% 4.4% 4.4% 4.5%

Indexes and changes (%) are calculated on data in  Euro thousand



ROLE OF PRIVATE SICKNESS INSURANCE IN MEMBER-COUNTRIES OF THE
ORGANISATION FOR ECONOMIC CO-OPERATION AND DEVELOPMENT (OECD)

The question of  adequate and eff icient  funding of  the increasing healthcare
expenditure has become more and more of  a pr ior i ty  issue on the Agendas of
the Governments of  industr ial ised countr ies.  The OECD launched the “OECD
Health Project” in 2001,  a structured research project  on the healthcare sys-
tems in the member countr ies,  designed to identi fy  the principal  chal lenges
and to suggest solut ions to improve the qual i ty  of  the healthcare services
avai lable to the populat ion.  In various contr ibut ions made to the project ,  i t  is
discussed whether the development of  healthcare insurance can be an effec-
t ive tool  to reduce publ ic healthcare expenditure,  at  the same t ime promoting
individual  choices and eff iciency.

The OECD emphasises that  the distr ibut ion of  pr ivate healthcare cover can
increase the degree of  accessibi l i ty  to healthcare services,  especial ly  in
countr ies where broad sections of  the populat ion are not  protected by the
publ ic scheme. There are margins for  improvement even when the services
are guaranteed for everyone,  when for example,  the publ ic infrastructures are
insuff icient  or  ineff icient ,  with long wait ing l ists,  which in extreme cases pre-
vent the services from being accessed.

The role played by private healthcare insurance is chiefly duplicative in the
majority of industrialised countries ,  since it enables the general public to access
a private alternative to the services already provided by the public healthcare
system. Then, when the insurance policies reimburse the portion of the expenses
sustained by the patients (prescription charges) at the time the public healthcare
services are used it is said that they play a complementary role .  Whereas, the
role played by private insurance companies is considered to be a primary role
when they enable groups of the population, not covered by the public service for
some reason, to access the basic healthcare service. Finally, private insurance
schemes offer a supplementary service ,  covering the costs of services which are
not offered by the public system. Naturally, private insurance can operate con-
currently within the same country in several roles among those described.

The private insurance companies which offer healthcare insurance coexist with
the public healthcare system in very dissimilar institutional and regulatory
frameworks. The extension of public cover, the degree of cost-sharing and
exemption procedures, which differ in each country, interact intensely on the
structure of the sickness policies insurance market,  which is frequently already
conditioned by direct regulations, both in terms of the offer and the demand.

A schematic descript ion is  provided below of  the interaction between the pub-
l ic health service and private insurance in the principal  industr ial ised coun-
tr ies that  emerges from the survey performed by the OECD.

138

Other Non-Life insurance classes

Italian insurance in 2004/2005



I taly.  100% of  the I tal ian populat ion has the r ight  to access publ ic healthcare
scheme, which guarantees a broad range of  healthcare services:  basic and
special ist  medical  v is i ts ,  admissions to hospital ,  medicines,  even dental  care.
The expense is  borne direct ly by the general  publ ic budget.  The cost  to be
borne by the populat ion for  using the publ ic services (prescript ion charges) is
quite low: a maximum of Euro 30,  with a system of  exemptions based on age
and income. The private healthcare cover schemes operat ing in I taly are
dupl icat ive ( for  hospital isat ion) ,  complementary ( to reimburse prescript ion
charges and for dai ly  hospital  cost)  and supplementary ( for  non-reimbursable
services,  such as dental  care) ;  relat ing to approximately 16% of  the popula-
t ion.  The healthcare expenditure referable to private cover schemes repre-
sents only 0.9% of  the total  expenditure,  again,  according to the OECD.

France. All legal residents are entit led to be covered by the public healthcare
scheme, which reimburses: basic and specialist medical visits,  admissions to
hospital,  medicines, some dental treatment and eye specialist prescriptions.
The prescription charge to be borne by the population consists of the following:
30% of expenses for medical visits,  40% for analyses, up to a maximum of Euro
200 for admissions to hospital,  varying for medicines. Private insurance has a
complementary function (prescription charges for public services) and a sup-
plementary function (“luxury” services, for example, admission to hospital in a
single room, dental treatment and eye specialist prescriptions);  they benefit
86% of the population and represent 12.7% of the total healthcare expenditure.

Germany.  All  subordinate workers are covered by the publ ic healthcare sys-
tem that  offers cover for  the fol lowing expenses:  basic and special ist  medical
visi ts ,  admissions to hospital ,  medicines,  dental  care.  Independent workers
can adhere to the system on a voluntary basis.  Subordinate workers with an
income that  exceeds a given threshold can opt out  of  the social  healthcare
fund i f  they have private insurance pol icies.  The structure of  the prescript ion
charges is  not  part icularly expensive for  the pat ients.  Private insurance can
play a primary role,  required for  the persons that  opt  to leave the publ ic sys-
tem, to cover the expenditure for  the same services,  plus long-term care,  sup-
plementary ( in terms of  select ing the doctor and luxury services)  and comple-
mentary;  this scheme benefi ts  18.2% of  the populat ion and represent 12.6% of
the total  healthcare expenditure.

United Kingdom. The nat ional  healthcare system covers 100% of  residents for
the fol lowing:  basic and special ist  medical  v is i ts ,  admissions to hospital ,
medicines,  dental  care.  The pat ients do not  bear any costs,  except  for  medi-
cines,  for  which minimum payments are foreseen,  however subject  to  broad
exemptions.  Pr ivate pol ic ies offer  dupl icat ive cover,  for  admissions to pr ivate
faci l i t ies,  special ist  and dental  t reatment ,  and supplementary for  long-term
care,  a l ternat ive medicines,  home help;  10% of  the populat ion benef i ts  f rom
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th is  arrangement,  for  a  cost  that  represents 3 .3% of  the total  healthcare
expenditure.

United States.  25% of  the populat ion,  selected heterogeneously among the
various states based on age and income, is  ent i t led to the publ ic Medicare
service which covers basic and special ist  medical  v is i ts  and admissions to
hospital .  The signif icant costs to be borne by the pat ients are governed by a
complicated system of  minimum prescript ion charges and excess percentages
appl ied to the expenditure.  72% of  the populat ion is  protected by primary
insurance cover for  admissions to hospital ,  medical  and special ist  v is i ts ,  den-
tal  treatment,  medicines,  long-term care,  rehabi l i tat ion treatment,  al ternative
medicine,  luxury services,  supplementary and complementary,  for  the pre-
script ion charges of  the Medicare scheme; the expenses covered by private
insurance represent 35.1% of  total  healthcare expenditure.
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DEMOGRAPHIC DYNAMICS AND DISTRIBUTION OF HEALTHCARE POLICIES
AMONG ITALIAN HOUSEHOLDS

The size of  the sickness insurance market in our country is  st i l l  very l imited,
despite the fact  that  households spend a signif icant amount to use private
healthcare services,  al though benefi t ing from almost total  cover offered by
the national  healthcare system. Only a very l imited port ion of  pr ivate expendi-
ture (0.9% of  total  expenditure)  is  in fact  referable to the purchase of  an insur-
ance pol icy or the part icipat ion in funds and healthcare schemes;  whereas,

TABLE 1 -  COMPARISON BETWEEN PUBLIC AND PRIVATE COVER

PUBLIC HEALTH PRIVATE HEALTH PUBLIC HEALTH PUBLIC SYSTEM PRIVATE HEALTH POPULATION
EXPEND. EXPEND. EXPEND. COVERAGE INSURANCE COVERED BY TYPE OF PRIVATE COVER

AS % OF GDP AS % OF GDP AS % OF TOTAL AS % OF TOTAL PRIVATE HEALTH 
INSURANCE

Australia 6.1 2.8 69.8 100 7.3 45 Duplicative, complementary, supplementary
Austria 5.4 2.4 69.4 99 7.2 0 Primary, complementary, supplementary
Belgium n.a. n.a. 72.1 99 n.a. 58 Primary, complementary, supplementary
Canada 6.5 2.7 70.9 100 11.4 65 Supplementary
Czech Republic 6.5 0.6 91.4 100 0.0 – Supplementary
Denmark 6.9 1.5 82.5 100 1.6 28 Complementary, supplementary
Finland 5.0 1.7 75.1 100 2.6 10 Duplicative, complementary, supplementary
France 7.1 2.3 75.8 100 12.7 86 Complementary, supplementary
Germany 7.9 2.6 75.0 91 12.6 18 Primary, supplementary, complementary
Greece n.a. n.a. 56.1 100 n.a. 10 Duplicative, supplementary
Hungary 5.1 1.6 75.5 100 0.2 – Supplementary
Iceland 7.8 1.5 83.7 100 0.0 – Supplementary
Ireland 4.7 1.7 73.3 100 7.6 44 Supplementary, duplicative, complementary
Italy 6.0 2.2 73.4 100 0.9 16 Duplicativa, complementary, supplementary
Japan 6.0 1.7 78.3 100 0.3 – n.a.
Korea n.a. n.a. 44.4 100 n.a. n.a. Supplementary
Luxembourg 4.9 0.6 87.8 99 1.6 2 Complementary, supplementary
Mexico 2.7 2.9 47.9 45-55 2.5 3 Duplicative, supplementary
The Netherlands 5.5 3.2 63.4 76 15.2 92 Primary, supplementary
New Zealand 6.2 1.8 78.0 100 6.3 35 Duplicative, complementary, supplementary
Norway 6.5 1.1 85.2 100 0.0 – n.a.
Poland n.a. n.a. 70.0 n.a. n.a. – Supplementary
Portugal n.a. n.a. 68.5 100 1.5 15 Duplicative, complementary, supplementary
Slovak Republic 5.1 0.6 89.4 100 0.0 – Supplementary
Spain 5.3 2.1 71.7 100 3.9 13 Primary, duplicative, supplementary
Sweden n.a. n.a. 85.0 100 n.a. – Complementary, supplementary
Switzerland 5.9 4.7 55.6 100 10.5 80 Supplementary
Turkey n.a. n.a. 71.9 66 0.7 2 Complementary, supplementary
United Kingdom n.a. n.a. 80.9 100 3.3 10 Duplicative, supplementary
United States 5.8 7.3 44.2 25 35.1 72 Primary, supplementary, complementary

Source:  The OECD Health Project
Symbols:  “n.a.” = f igure not  avai lable in the search,  “-” = negl igible value
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the majori ty  of  pr ivate expenditure is  sustained direct ly by individuals (so-
cal led out of  pocket expenses), above al l  to gain access to certain services,
such as special ist  v is i ts  and diagnostic tests for  which the publ ic service
sometimes entai ls  very long wait ing l ists.

Numerous studies have observed that  the structure of  I tal ian households has
changed signif icantly over the last  decades.  The number of  chi ldren per cou-
ple has decreased,  but  at  the same young family members remain in the fam-
i ly  unit  longer,  thereby slowing down the formation of  new famil ies.  This sce-
nario tends to change the needs of  the younger family members in terms of
protection against  r isks and at  the same t ime changes the intergenerat ional
redistr ibut ion dynamics within the household.  These represent effects which
are potent ial ly  important  for  the demand for  insurance,  in  part icular  as
regards sickness insurance cover.

A quanti tat ive analysis can be performed on the basis of  the survey data on
the budgets of  I tal ian households performed by the Bank of  I taly where the
person interviewed was asked i f  he/she had taken out pr ivate healthcare
insurance,  def ined general ly  as accident and sickness insurance.

How many households are insured

1.6 mi l l ion households had taken out pr ivate healthcare insurance in 2002,
according to the survey,  7 .5% of  the total ,  compared with 0.9 mi l l ion and 4.6%,
respectively,  in 1991 ( table 1) .  According to the survey,  the total  value of  pre-
miums paid in 2002,  amounted to Euro 980 mil l ion,  compared with Euro 405 mil-
l ion in 19911.  The average amount paid per insured household increased from
Euro 405 in 1991 to Euro 607 in 2002.

1 The total  value of  premiums for the sickness class in 2002 amounted to Euro 1.4 bi l-
l ion (Euro 570 mil l ion in 1991) ,  whereas the total  value for  the personal  injury class
amounted to Euro 2.6 bi l l ion (Euro 1.6 bi l l ion in 1991) .  Therefore,  i t  would appear that
the survey underest imates the si tuat ion signif icantly,  but  approximates the t ime-
related dynamics fair ly  accurately.  A possible explanation of  the underest imate l ies in
the fact  that  the question asked in the survey refers to healthcare insurance and that
i t  is  only specif ied in the detai l ,  that  personal  injury cover is  also to be considered:  in
fact ,  the deviat ion is  much more l imited i f  only sickness insurance is  considered.

Healthcare insurance (accident and sickness)

F06. In 2002, did you, or somebody in your family, underwrite a private healthcare insurance?

– Yes ................................................................................ 1
– Yes ................................................................................ 2 →→ Question F08

F07. What amount did your family pay for this police, in 2002?

€ |......|......|·|......|......|......|
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TABLE 1 -  INSURED HOUSEHOLDS

Insured Not Insured
households households Total

1991 thousand 901 18,729 19,630
% 4.6 95.4 100

2002 thousand 1,615 20,034 21,649
% 7.5 92.5 100

TABLE 2 -  SEX OF HEAD OF HOUSEHOLD

Sex of head Composition Insured
of household of population households (%)

1991 2002 1991 2002

Males 72.8 70.3 5.1 8.2
Females 27.2 29.7 3.2 5.7

Total 100.0 100.0 4.6 7.5

TABLE 3 -  AGE

Age of head Composition Insured
of household of population households (%)

1991 2002 1991 2002

Up to 30 years 11.7 6.4 5.2 7.2
From 31 to 40 years 18.7 20.4 5.5 9.9
From 41 to 50 years 20.7 20.8 6.1 10.3
From 51 to 65 years 24.5 23.5 5.4 8.7
Over 65 years 24.4 29.0 1.5 2.8

Total 100.0 100.0 4.6 7.5

TABLE 4 - NUMBER OF MEMBERS OF THE HOUSEHOLD

Number of Composition Insured
members of population households (%)

1991 2002 1991 2002

One 18.2 23.3 3.4 3.3
Two 23.7 26.6 4.5 7.0
Three 23.9 21.7 4.2 10.0
Four 23.6 20.9 6.7 9.5
Five or more 10.6 7.5 3.1 8.8

Total 100.0 100.0 4.6 7.5



Households with a male head of  the family take out  more insurance than
households with a female head of  the family ( table 2) .

As regards the age of  the head of  the family,  i t  may be noted how the demand
for healthcare pol icies is  higher in the case of  households where the principal
breadwinner is  aged between 41 and 50 ( table 3) .  This result  can be explained
by the fact  that  households tend to take out  insurance when,  on the one hand,
they start  to have chi ldren and,  on the other hand,  when some members of  the
household reach an age when a number of  acute pathologies tend to occur
more frequently.  An alternative explanation could be due to the fact  that  the
services f inanced by the healthcare pol icy are of  better qual i ty  compared with
the services provided by the publ ic healthcare system and that  the qual i ty  of
the healthcare treatment is  perceived more clearly with experience and with
the knowledge that  in the future i t  wi l l  be probably necessary to deal  with
other healthcare-related expenses.  The signif icant downturn in the penetra-
t ion of  healthcare pol icies for  the last  age bracket (over 65)  can be explained
by the fact  that ,  in general ,  the healthcare insurance terms and condit ions are
less favourable for  the elderly.  I t  can be noted how the change in the age
structure of  I tal ian households has not  impacted the distr ibut ion of  healthcare
insurance.

The purchase of  healthcare insurance pol icies is  more frequent in medium-
large size households and would appear to be correlated with the higher value
of medical  expenses expected due to the greater number of  chi ldren.  Also in
this case the ( l imited)  changes in the structure of  households recorded
between 1991 and 2002 have not had an impact on the demand for healthcare
pol icies ( table 4) .

The head of  the family’s level  of  education has a posit ive inf luence on the dis-
tr ibut ion of  healthcare pol icies ( table 5) .  This aspect may be due either to a
posit ive correlat ion between income and the level  of  education,  or  with a
greater famil iar i ty  with insurance products due to a higher cultural  level .  The
marked increase in the level  of  education recorded between 1991 and 2002 has
contr ibuted posit ively to the growth of  the healthcare pol icy market.

Territorial  variables

The percentage of  households that  have taken out a healthcare insurance pol-
icy is  much higher in the North of  the country compared with the Centre and,
above al l  with the South ( table 6) .  The dif ference does not only refer to the
penetrat ion rate but  also i ts  evolut ion.  By comparing the data for  2002 with the
data for  1991 i t  is  found that  the distr ibut ion of  these products was more rapid
in the North compared with the Centre,  whereas i t  even decreased in the
South.
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TABLE 5 -  DEGREE OF SCHOOLING

Degree of Composition Insured
schooling of population households (%)

1991 2002 1991 2002

None 7.9 7.2 0.2 0.3
Low elementary 32.4 25.3 2.1 2.6
Medium elementary 26.1 27.6 4.1 6.2
High school 26.0 30.6 6.8 12.5
College 7.6 9.3 14.2 13.2

Total 100.0 100.0 4.6 7.5

TABLE 6 -  GEOGRAPHICAL AREA

Geographical Composition Insured
area of population households (%)

1991 2002 1991 2002

North 47.6 46.5 6.4 12.2
Center 20.1 19.9 4.8 6.8
South 32.3 33.5 1.8 1.3

Total 100.0 100.0 4.6 7.5

TABLE 7 -  JOB TYPE

Job type Composition Insured
of population households (%)

1991 2002 1991 2002

Blue collar 20.8 19.0 2.7 5.3
White collar 17.7 18.0 4.3 8.6
Manager/Director 7.8 4.6 8.0 15.7
Self employed 19.1 17.6 11.2 16.0
Pensioner 33.4 37.7 1.4 3.6
Other 1.3 3.1 1.3 0.6

Total 100.0 100.0 4.6 7.5



Social-economic variables

Healthcare pol icies are more common among Executive Managers ( for  which a
signif icant increase is  recorded between 1991 and 2002)  and among self
employed (table 7) .  The foregoing associat ion could be due to the fact  that
these categories normally have a higher income. In the case of  independent
workers,  the greater income volat i l i ty  and the more l imited number of  guaran-
tees in the case of  disablement or  sickness could explain the greater recourse
to the use these pol icies.

Table 8 i l lustrates how the income distr ibut ion has changed between 1991 and
2002 and the distr ibut ion of  demand for insurance depending on the income
bracket.  I t  is  quite apparent how healthcare insurance cover is  concentrated
among households with an above-average income.

A greater number of healthcare policies is to be found in households that invest
in less l iquid financial assets (table 9).  The policy would appear to serve to
address unexpected needs which would otherwise require major cash payments.

VALUATION MODELS FOR AGGRAVATED RISKS IN SICKNESS INSURANCE

In essence,  insurance represents mutual i ty  and the insurance company,  in i ts
capacity as the relat ive organiser,  must proceed to analyse the r isks in rela-
t ion to the probabi l i ty  of  the event’s occurrence and of  the relat ive cost ,  by
creating consistent  categories so that  the mutual i ty  rat io among the insured is
fair.

Est imating the probabi l i ty  of  resort ing to healthcare services and the relat ive
cost is  very complicated in the case of  s ickness insurance (admissions to hos-
pital ,  special ist  v is i ts ,  diagnostic examinations) ,  in part icular in the case of
potential  insured already suffering from serious pathologies,  also because of
the l imited avai labi l i ty  of  correct quanti tat ive information both from the med-
ical  and from the stat ist ical  point  of  v iew.

Therefore,  i t  is  very dif f icult  for  insurance companies to form consistent  r isk
categories.  Part  of  the dif f icult ies depends on the fact  that  the costs distr ibu-
t ions are very asymmetrical  and variabi l i ty  is  high compared with the average
value:  in other words,  there are many patients already suffering from serious
pathologies with medium/low costs and a few patients with high or very high
costs.  This distr ibut ion shape depends signif icantly on the subjective evalua-
t ion of  the effect iveness and eff iciency of  the treatment and the use of  the
healthcare technologies by each patient/ insured and by the doctor in charge
of the case,  as wel l  as depending on the pathology.
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TABLE 8 -  % DISTANCE FROM MEAN

% Distance Composition Insured
from mean of population households (%)

1991 2002 1991 2002

Minor of -64% 10.0 11.9 0.0 0.7
Between -64 and -50 10.0 12.1 1.2 1.0
Between -50 and -38 10.0 10.6 2.6 2.2
Between -38 and -27 10.0 8.7 2.1 4.6
Between -27 and -14 10.0 8.8 2.5 6.5
Between -14 and +1 10.0 9.8 3.4 6.6
Between +1 and +20 10.0 9.6 4.5 10.1
Between +20 and +42 10.0 9.1 7.9 11.0
Between +42 and +76 10.0 8.2 5.8 14.3
Greater of 76 10.0 11.2 15.9 20.2

Total 100.0 100.0 4.6 7.5

TABLE 9 -  F INANCIAL ASSET

Type of Composition Insured
Asset of population households (%)

1991 2002 1991 2002

Bank account 81.6 78.3 5.6 9.4
Government bonds 24.3 9.2 7.9 12.1
Corporate bonds 1.6 6.0 22.4 18.7
Investment funds 2.6 11.2 21.1 17.6
Shares 3.7 9.9 22.8 22.4
Managed funds 1.0 2.0 16.2 28.2
Life insurance 16.7 18.0 13.8 16.2

Total 100.0 100.0 4.6 7.5



Insurance companies frequently l imit  the cover for  these reasons,  excluding
from the insurance cover treatments that  are a direct  consequence of  previ-
ous pathologies.  The correct solut ion from the point  of  v iew of  insurance tech-
nique,  however penal ises many patients who would even be prepared to pay a
higher premium to have the benefi t  of  insurance cover.

The sickness insurers have f inanced a research project  performed by the Epi-
demiology Department of  the Local  Health Authori ty in Rome E for  the purpose
of analysing the methodological  aspects in greater detai l  and to have rel iable
prel iminary quanti tat ive est imates of  the aggravated r isks scenario.  The proj-
ect  is  based on data relat ing to 8 mi l l ion hospital ised patients in the Lazio and
Emil ia Romagna Regions between 1997 and 2001.  The study focuses on six
serious pathologies:

– acute myocardial  heart  attack;
– diabetes mel l i tus;
– arterial  hypertension;
– malignant breast  cancer;
– malignant colon-rectum cancer;
– malignant prostrate cancer.

The work has the fol lowing object ives:

1) in-depth  s tudy  of  the  methodological  aspects  of  how to  measure  cor-
rect ly  the  costs  associated wi th  the  aggravated r isks  in  the  hospi ta l
env i ronment ;

2) to est imate the costs over the three years after the occurrence of  the
pathology and compare these costs with the costs associated with a
“healthy” pat ient  with analogous characterist ics of  age and sex;

3) to est imate a forecast model  for  the costs,  considering the pat ient ’s  char-
acterist ics.

The  patho logy  assoc ia ted  wi th  the  h ighest  “ theoret ica l  hosp i ta l  cost”
(obtained by mult iplying the number of  days spent in hospital  during the three
years after the occurrence of  the pathology by the costs of  hospital isat ion
deduced from the Ministerial  tar i f fs  publ ished in 1997)  refers to the acute
myocardial  heart  attack,  which has an average cost  7  t imes higher compared
with the cost  for  “healthy” pat ients during the f irst  fol low-up year (2.3 and 2.0
t imes in the fol lowing years) ;  this is  fol lowed by the mal ignant colon-rectum
cancer with a cost  6 .3 t imes higher in the f irst  year (3 .0 and 2.6 t imes in the
fol lowing years) .  The costs associated with hypertension and prostrate can-
cer are lower,  but  however,  are approximately two t imes compared with the
costs sustained in the case of  “healthy” pat ients.
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As regards the costs forecast models, the study concludes that it  is:  possible to
quantify the average costs for the “aggravated risks”, with reasonable accuracy
and also to identify sub-groups with average costs which are significantly dif-
ferent among each other. According to the study, the problem is that it  remains
very difficult to foresee if the costs during the three following years will  be zero,
intermediate or high, due to the individual characteristics of the patient.

This si tuat ion makes i t  very dif f icult  to insure the r isks,  due to the wel l-known
problem of  adverse select ion or ant i-select ion,  in other words,  i t  would tend
to insure only pat ients that  are considered to be in the worst  condit ions.

The problem of  the adverse select ion is  reduced in the framework of  the col-
lect ive form of  pr ivate insurance,  as for  example,  the insurance taken out by
the employer in favour of  i ts  employees.

Alongside methodological  ref inements,  such as the need to supplement the
data for  admissions to hospital  with data on other uses of  healthcare services
(special ist  services,  medicines,  rehabi l i tat ion,  home help) ,  i t  is  important to
ref lect  how to use this information to improve the offer of  s ickness products,
also of  the col lect ive type.

Years of follow-up

Pathology I year II year III year

Acute myocardial heart attack with pathology 4,214 1,524 1,395
healthy 566 672 708
(ratio) (7.4) (2.3) (2.0)

Diabetes mellitus with pathology 1,517 1,539 1,524
healthy 559 660 879
(ratio) (2.7) (2.3) (1.7)

Arterial hypertension with pathology 1,280 1,317 1,309
healthy 567 670 705
(ratio) (2.3) (2.0) (1.9)

Malignant breast cancer with pathology 2,206 973 1,124
healthy 457 530 561
(ratio) (4.8) (1.8) (2.0)

Malignant colon-rectum cancer with pathology 3,796 2,163 1,961
healthy 605 722 754
(ratio) (6.3) (3.0) (2.6)

Malignant prostrate cancer with pathology 1,565 1,285 1,210
healthy 734 897 561
(ratio) (2.1) (1.4) (2.2)
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AVERAGE HOSPITAL COST WITHIN 36 MONTHS 
OF FOLLOW-UP COMPARISON WITH SAMPLE 

OF HEALTHY POPULATION
Euro

Epidemiology Department  of  the Local  Health 
Author i ty  in  Rome E



RAILWAY CRAFT

Premiums for direct  domestic business for  the 21 insurance companies oper-
at ing in this class amounted to Euro 13 mil l ion in 2004 (+8.9% compared to
2003) .

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 11 mil l ion (9 in 2003) ,  with a 15.6%
increase;  the rat io to earned premiums was equal  to 86.6%, ref lect ing an
increase compared to 73.5% of  2003.  
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RAILWAY CRAFT
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 7 8 9 10 10 12 13
Changes in premiums reserves (-) 4 -1 2 0 2 0 1
Incurred claims (-): 10 4 7 7 12 2 8
- incurred claims cost for the current accident year (-) 10 7 11 11 14 9 11
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 0 3 4 4 2 7 3
Balance of other technical items 1 0 1 0 1 1 1
Operating expenses (-) 1 2 2 2 2 2 3
Direct technical balance -7 3 -1 1 -5 9 2
Investment income 0 1 0 1 1 1 1
Direct technical account result -7 4 -1 2 -4 10 3
Reinsurance results and other items 6 0 -1 -3 -1 -4 -5
Overall technical account result -1 4 -2 -1 -5 6 -2

Annual % changes in premiums – 10.9% 15.4% 6.6% 8.0% 20.5% 8.9%
Combined ratio 308.2% 63.8% 112.3% 86.5% 151.0% 32.9% 82.2%
- Expense ratio 12.3% 21.4% 18.2% 16.3% 16.4% 13.9% 19.3%
- Loss ratio: 295.9% 42.4% 94.1% 70.2% 134.6% 19.0% 63.0%

- Loss ratio for the current accident year 304.9% 77.1% 156.0% 114.0% 161.5% 73.5% 86.6%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 9.0% 34.8% 61.9% 43.8% 26.9% 54.5% 23.6%

Technical balance/Earned premiums -222.7% 38.8% -16.4% 13.2% -54.4% 67.5% 14.2%
Technical account result/Earned premiums -214.2% 39.7% -15.2% 16.5% -41.7% 74.6% 23.1%
Overall technical account result/Earned premiums -31.4% 43.7% -28.4% -10.8% -56.6% 43.2% -15.4%

Premiums to total Non-Life premiums ratio (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Indexes and changes (%) are calculated on data in  Euro thousand



The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
Euro 8 mi l l ion (2 in 2003)  with a 226.1% increase.  The rat io to earned premiums
was equal  to 63.0%, ref lect ing an increase compared to 19.0% of  2003.  Due to
the contained dimensions of  this class of  act iv i ty  and to the nature of  the cov-
ered r isks,  characterised by a low frequency and high amounts,  the incurred
claims cost  is  subject to relevant f luctuations in t ime:  the maximum value reg-
istered in the period 1998-2004 was equal  to 295.9% in 1998 whereas the mini-
mum value was equal  to 19.0% in 2003.  

Operating expenses were equal  to Euro 3 mi l l ion (2 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business and acquisi t ion costs,  costs arising from premium col lect ion and
costs relat ing to the organisat ion and management of  the distr ibut ion network.
The rat io to premiums was equal  to 19.3% (13.9% in 2003) .

The technical balance for direct business was positive at Euro 2 million (9 in 2003).

Cons ider ing  the  investment  income,  the  resul t  for  the  di rect  technical
account was posit ive at  Euro 3 mi l l ion (10 in 2003) .

Taking the balance for reinsurance into due account ( that  contr ibuted in a
negative way),  the overall  technical account result became negative at  Euro
2 mil l ion (15.4% of  premiums) whereas i t  was posit ive and equal  to Euro 6 mi l-
l ion in 2003 (43.2% of  premiums).

AIRCRAFT

This class includes insurance cover against  al l  damage to aircraft .

Premiums for direct  domestic business for  the 28 companies operat ing in this
class in 2004 amounted to Euro 57 mil l ion,  s l ight ly  decreasing compared to the
Euro 64 mil l ion of  2003;  premium incidence for this class on the total  Non-Life
insurance premiums was equal  to 0.2%, a stable value since 2001.  The sl ight
premium decrease seems to be due to premium rates reduction appl ied to air-
l ines,  also due to the favourable condit ions in the reinsurance market.  

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 59 mil l ion (49 in 2003) ,  with a 19.5%
increase;  the rat io to earned premiums was equal  to 98.8%, ref lect ing an
increase compared to 78.2% of  2003.  

The incurred claims cost for the financial year ,  which includes if  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for those claims incurred in previous accident years, was equal to
Euro 67 mil l ion (38 in 2003),  with a 74.9% increase. The ratio to earned premiums
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was equal to 112.7%, increasing compared to 60.9% of 2003. For this branch as
well  as for the railway craft class, the variabil i ty of the incurred claims cost
was l inked, on one hand, to the contained dimensions of the premium income
and, on the other hand, to the characteristics of the covered risks.

Operating expenses were equal  to Euro 9 mi l l ion (10 in 2003)  and included
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These operat ing expenses represented 15.6% of  the premiums,  substantial ly
stable compared to value of  2003 (15.7%).

The technical balance for direct  business was negative at  Euro 16 mil l ion ( i t
was posit ive at  Euro 13 mil l ion in 2003) .

Considering the investment income, the direct technical account result was
negative at Euro 16 mil l ion ( i t  was posit ive and equal to Euro 14 mil l ion in 2003).
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AIRCRAFT
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 66 71 117 64 64 64 57
Changes in premiums reserves (-) 14 -5 19 -1 -19 1 -3
Incurred claims (-): 64 77 99 36 79 38 67
- incurred claims cost for the current accident year (-) 71 89 87 31 31 49 59
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 7 12 -12 -5 -48 11 -8
Balance of other technical items -4 0 0 0 -3 -2 0
Operating expenses (-) 11 10 13 10 10 10 9
Direct technical balance -27 -11 -14 19 -9 13 -16
Investment income 1 1 2 1 1 1 0
Direct technical account result -26 -10 -12 20 -8 14 -16
Reinsurance results and other items 15 4 1 -24 -9 -13 30
Overall technical account result -11 -6 -11 -4 -17 1 14

Annual % changes in premiums – 7.4% 65.6% -45.5% -0.2% 0.3% -10.9%
Combined ratio 139.6% 115.8% 111.7% 71.4% 111.3% 76.6% 128.3%
- Expense ratio 16.2% 13.9% 11.2% 15.8% 15.3% 15.7% 15.6%
- Loss ratio: 123.4% 101.9% 100.5% 55.6% 96.0% 60.9% 112.7%

- Loss ratio for the current accident year 136.1% 117.3% 88.5% 48.2% 37.1% 78.2% 98.8%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 12.7% 15.4% -12.0% -7.4% -58.8% 17.2% -13.9%

Technical balance/Earned premiums -52.4% -14.9% -14.1% 28.6% -11.1% 21.1% -27.4%
Technical account result/Earned premiums -50.0% -13.8% -12.5% 30.5% -9.1% 22.9% -27.0%
Overall technical account result/Earned premiums -20.7% -8.4% -10.7% -5.6% -20.8% 1.9% 24.3%

Premiums to total Non-Life premiums ratio (%) 0.3% 0.3% 0.4% 0.2% 0.2% 0.2% 0.2%

Indexes and changes (%) are calculated on data in  Euro thousand



Taking the balance for reinsurance into due account ( that  contr ibuted in a
posit ive way),  the overall  technical account result became posit ive at  Euro 14
mil l ion (1 in 2003) ,  representing 24.3% of  the premiums (1.9% in 2003) .  

SHIPS (SEA, LAKE AND RIVER AND CANAL VESSELS)

This class includes insurance cover against  al l  damage to seagoing vessels,
lake and r iver craft .

Premiums for direct  domestic business by the 52 insurance companies oper-
at ing in this class amounted to Euro 337 mil l ion in 2004,  increasing (+14.9%)
compared to 2003;  the rat io to the overal l  Non-Life insurance premiums was
equal  to 1.0%, a stable value since 1998.

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 191 mil l ion (288 in 2003) ,  with a 33.9%
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SHIPS
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 244 220 224 279 318 293 337
Changes in premiums reserves (-) 4 -5 25 7 5 23 -2
Incurred claims (-): 222 293 283 302 213 286 132
- incurred claims cost for the current accident year (-) 227 243 270 310 224 288 191
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 5 -50 -13 8 11 2 59
Balance of other technical items -4 -1 -3 -2 -1 -3 -2
Operating expenses (-) 48 44 45 53 51 52 61
Direct technical balance -34 -113 -132 -85 48 -71 144
Investment income 8 7 7 9 7 8 7
Direct technical account result -26 -106 -125 -76 55 -63 151
Reinsurance results and other items -3 92 119 64 -47 65 -114
Overall technical account result -29 -14 -6 -12 8 2 37

Annual % changes in premiums – -9.8% 1.9% 24.7% 13.9% -7.7% 14.9%
Combined ratio 112.1% 150.6% 162.2% 130.0% 84.2% 123.8% 56.9%
- Expense ratio 19.8% 19.9% 19.9% 18.9% 16.0% 17.9% 18.1%
- Loss ratio: 92.3% 130.6% 142.2% 111.1% 68.2% 106.0% 38.8%

- Loss ratio for the current accident year 94.7% 108.1% 135.4% 114.2% 71.6% 106.8% 56.2%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 2.4% -22.6% -6.8% 3.1% 3.3% 0.8% 17.4%

Technical balance/Earned premiums -14.3% -50.2% -66.3% -31.3% 15.2% -26.3% 42.6%
Technical account result/Earned premiums -10.7% -47.4% -62.6% -28.1% 17.5% -23.4% 44.4%
Overall technical account result/Earned premiums -11.9% -6.4% -3.1% -4.3% 2.5% 0.9% 11.0%

Premiums to total Non-Life premiums ratio (%) 1.0% 0.8% 0.8% 0.9% 1.0% 0.9% 1.0%

Indexes and changes (%) are calculated on data in  Euro thousand



decrease;  the rat io to earned premiums was equal  to 56.2%, ref lect ing a
decrease compared to 106.8% of  2003.  

The incurred claims cost for the financial year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for those claims incurred in previous accident years,  was equal to
Euro 132 mil l ion (286 in 2003),  with a 54.0% decrease. The ratio to earned pre-
miums was equal to 38.8%, reflecting a decrease compared to 106.0% of 2003.
Also this class is characterized by an elevated variabi l i ty of  claims experience.

Operating expenses were equal  to Euro 61 mil l ion (52 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business and acquisi t ion costs,  costs arising from premium col lect ion and
costs relat ing to the organisat ion and management of  the distr ibut ion network.
These operat ing expenses represented 18.1% of  the premiums (17.9% in 2003) .

The technical balance for direct  business was posit ive at  Euro 144 mil l ion (-
71 in 2003) .

Considering the investment income, the direct technical account result was
posit ive at  Euro 151 mil l ion (-63 in 2003) .

Taking the balance for the reinsurance into due account ( that  contr ibuted in a
negative way),  the overall  technical account result ,  although remaining posi-
t ive,  decreased to Euro 37 mil l ion (2 in 2003) ,  representing 11.0% of  the premi-
ums (0.9% in 2003) .

GOODS IN TRANSIT

This class includes insurance cover against  al l  damage to goods in transit  or
luggage,  i rrespective of  the means of  transport .

Premiums for direct  domestic business by the 61 insurance companies oper-
at ing in this class were equal  to Euro 283 mil l ion in 2004,  s l ight ly  decreasing(-
3.2%) compared to 2003 because of  a reduction of  premium rates;  also the
incidence on the overal l  Non-Life insurance premiums was sl ight ly  decreas-
ing(from 0.9% of  2003 to 0.8% of  2004;  i t  was equal  to 1.3% in 1998) .

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 190 mil l ion,  substantial ly  stable com-
pared to 2003 (Euro 192 mil l ion) ;  however,  because of  a premiums income
decrease,  loss rat io for  the current accident year was sl ight ly  increasing
compared to 2003 ( from 65.5% to 66.9%).

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
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Euro 153 mil l ion (132 in 2003) ,  with a 15.5% increase.  The rat io to earned pre-
miums was equal  to 53.8%, ref lect ing an increase compared to 45.0% of  2003.
This increase,  part ly  due to the growth of  the loss rat io for  the current acci-
dent year,  was mostly the result  of  a reduced suff iciency (compared to 2003)
of  reserved amounts for  claims occurred the previous years.  

Operating expenses were equal  to Euro 82 mil l ion (89 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These operat ing expenses represented 29.2% of  the premiums (decreasing
compared to 30.6% of  2003 but  in l ine with the values of  2001 and 2002) .

The technical balance for direct  business was posit ive at  Euro 48 mil l ion but
decreasing compared to Euro 70 mil l ion of  2003.

Considering the investment income, the direct technical account result was
posit ive at  Euro 56 mil l ion (79 in 2003) .
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GOODS IN TRANSIT
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 322 289 305 323 321 292 283
Changes in premiums reserves (-) -30 -5 -1 -1 0 -2 -1
Incurred claims (-): 226 216 217 216 178 132 153
- incurred claims cost for the current accident year (-) 240 245 236 256 239 192 190
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 14 29 19 40 61 60 37
Balance of other technical items -6 0 -3 -4 -5 -3 -1
Operating expenses (-) 102 91 91 94 93 89 82
Direct technical balance 18 -13 -5 10 45 70 48
Investment income 16 10 11 11 8 9 8
Direct technical account result 34 -3 6 21 53 79 56
Reinsurance results and other items 3 22 9 -14 -12 -42 -20
Overall technical account result 37 19 15 7 41 37 36

Annual % changes in premiums – -10.4% 5.5% 6.1% -0.8% -9.0% -3.2%
Combined ratio 95.9% 104.7% 100.7% 95.8% 84.6% 75.6% 83.0%
- Expense ratio 31.7% 31.4% 29.7% 29.2% 29.0% 30.6% 29.2%
- Loss ratio: 64.2% 73.3% 71.0% 66.6% 55.6% 45.0% 53.8%

- Loss ratio for the current accident year 68.1% 83.1% 77.2% 79.0% 74.4% 65.5% 66.9%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 3.9% 9.8% 6.2% 12.4% 18.9% 20.5% 13.0%

Technical balance/Earned premiums 5.1% -4.5% -1.7% 3.0% 14.1% 23.7% 16.8%
Technical account result/Earned premiums 9.6% -1.2% 1.8% 6.4% 16.7% 26.8% 19.7%
Overall technical account result/Earned premiums 10.5% 6.4% 5.0% 2.2% 12.8% 12.7% 12.9%

Premiums to total Non-Life premiums ratio (%) 1.3% 1.1% 1.1% 1.1% 1.0% 0.9% 0.8%

Indexes and changes (%) are calculated on data in  Euro thousand



Taking the balance for reinsurance into due account ( that  contr ibuted in a
negative way),  the overall  technical account result was posit ive at  Euro 36
mil l ion in l ine with the one registered in 2003 (Euro 37 mil l ion) ,  and with an
incidence on premiums substantial ly  unvaried (12.9%).

ANIA DATABASE RELATING TO TRANSPORTED GOODS

The insurance sector relating to “Goods” refers to the coverage of risks associ-
ated with losses or damage to goods stowed on board vessels or aircraft or
loaded on vehicles, however occurring (frequently, this sector is divided into
“sea goods” and “land goods”). ANIA has prepared a statistical survey designed
to analyse the technical trends of the claim events for the sector referred to the
policy underwriting year (or “U/W Year”) in order to satisfy market requirements
of having available up-to-date information on a very specific sector (in 2004 the
premiums income for this insurance class represented 1.1% of the total non-
insurance classes). According to this principle, the evolution of claim events
with time (the so-called run-off) is monitored based on the year in which the pol-
icy was issued (and not based on the date the claim event occurred, which
instead is the practice adopted for other Non-Life insurance classes).

Based on the data col lected by ANIA (the insurance companies part icipat ing
in the stat ist ics represented more than 75% of  the total  premiums) and by
referr ing to only premiums unwrit ten in 2003 ( table 1) ,  i t  was found that  40% of
the payment related to the insurance of  goods transported by land (road,  rai l
or  post) ,  whereas 27% of  the premiums related to sea transport .  The impact of
the premiums income relat ing to goods transported by air  was very l imited
(only 2% of  total  premiums),  whereas the premiums to cover the land carr ier ’s
third party l iabi l i ty  represented 21% of  premiums (which covers the loss and
damage to goods del ivered to the carr ier  to be transported from the t ime the
goods are received up to the t ime the goods are del ivered to the addressee).
These percentages were simi lar  to the percentages referred to 2002.

Distribution (%) Distribution (%)
Type of insurance Premiums per U/W Premiums per U/W

Year 2003 Year 2002

Insurance of goods transported by land 39.6% 40.3%
Insurance of goods transported by sea 26.8% 27.2%
Insurance of goods transported by air 1.8% 1.7%
Insurance to cover the land carrier’s third party liabiality 21.3% 19.0%
Other 10.5% 11.8%

Total 100.0% 100.0%
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Furthermore,  the ANIA databank enables an assessment to be made,  for  each
underwrit ing year,  of  the evolut ion in t ime for the average cost  of  claim events
relat ing to the principal  forms of  insurance (the fol lowing forms of  insurance
are included,  in addit ion to the forms detai led in table 1:  “Inter-modal  land or
mixed operator l iabi l i ty”,  “Air/sea inter-modal  operator l iabi l i ty”,  “Stock”,
“Exhibit ions”) .  This evolut ion is  i l lustrated in table 2 referred to the total
forms of  insurance offered.

The average cost  of  claim events,  assessed in the f irst  year of  development,
remained stable over the last  three U/W Years (namely,  from 2001 to 2003) ,
corresponding to a value of  approximately Euro 5,500.  The insurance class is
characterised by the fact  that  in the second year of  development the average
cost of  claim events decreased due to the effect  of  the deferred claim events
which should have a lower average cost .  Based on experience of  the farther
U/W Years (1998 and 1999)  i t  is  found that  the cost  of  the claim events
becomes more stable from the third year onwards.  Therefore,  i t  can be
inferred that  in more recent years (2001-2003)  the f inal  average cost  of  claim
events should not  exceed Euro 4,000 (Euro 5,500 in 1998) .

The analysis of  the loss rat ios relat ing to the U/W Year,  namely the rat io
between the cost  of  claim events and the premiums,  shows a signif icant
increase between the f irst  and second year of  observation (namely,  progres-
sively as the claim events develop) and tends to stabi l ise from the third year.
The loss rat io for  the f irst  year (namely,  at  the t ime the claim events are
reported) varies between 45% and 60%; the value at  last  cost  (namely,  after
three years development)  appears to improve (from approximately 82% in 1998
to values approaching 70% in 2000) .  A suff icient ly  long series of  historical
data is  not  yet  avai lable for  the more recent U/W Years,  but  the f irst  year loss
rat io in 2003 appears to have deteriorated.

FOODSTUFFS AND THE COLD CHAIN: NOTIONS, INSURANCE AND PREVENTION

ANIA has avai led of  the suggestions from qual i f ied outside operators (produc-
ers,  transport  companies,  experts, )  in the framework of  the global  transport
safety project ,  and has prepared a manual  that  col lects information relat ing to
the classif icat ion,  the correct preservation and the distr ibut ion systems of
perishable foodstuffs.  The object ive is  to offer  practical  guidel ines and rec-
ommendations to the insurance market and to the operators of  the sector
designed to prevent damage in the preservation processes of  foodstuffs,  the
correct r isk assessment and the eff icient  management of  the claim event.
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TABLE 2
EVOLUTION OF AVERAGE CLAIMS COST PER U/W YEAR

Development year

U/W 1 2 3 4 5 6
Year

1998 6,577 5,962 5,658 5,717 5,724 5,739 
1999 7,815 5,607 5,283 5,228 5,052 
2000 4,816 3,375 3,228 3,165 
2001 5,567 4,403 3,863 
2002 5,515 4,413 
2003 5,550 

Amounts in Euro

TABLE 3
LOSS RATIO PER U/W YEAR (%)

Development year

U/W 1 2 3 4 5 6
Year

1998 54.3% 77.6% 79.9% 81.7% 82.1% 82.3%
1999 60.8% 74.4% 75.0% 75.1% 72.8%
2000 48.3% 67.0% 67.4% 66.7%
2001 49.6% 62.6% 58.9%
2002 44.6% 56.5%
2003 52.1%



The manual  is  avai lable on the ANIA Internet web si te and provides informa-
t ion and knowledge relat ing to the fol lowing topics:

– regulatory reference principals and preservation techniques to be adopted
during transportat ion;

– transport-related problems ( land,  sea and air)  also in connection with the
technological  characterist ics of  the insulated containers and refr igerator
systems;

– preparat ion cri ter ia of  the goods and of  the means of  transport  and pack-
ing and stowage procedures;

– insurance aspects;
– essential  documentat ion to execute the transport  service.

FIRE AND NATURAL FORCES

This class includes insurance cover against  al l  forms of  damage to goods
(other than land vehicles,  rai lway rol l ing stock,  aircraft ,  sea-going vessels,
lake and r iver craft ,  as wel l  as goods in transit  and luggage) caused by:  f i re,
explosion,  storm, natural  forces,  nuclear energy and land subsidence.

Premiums for direct  domestic business by the 80 companies operat ing in this
class were equal  to Euro 2,157 mil l ion in 2004 (+5.9% compared to 2003) ,  with
a 6.1% incidence on the total  Non-Life insurance premiums,  a value that  is
substantial ly  unvaried since the year 2000.  The growth of  this class,  even
though i t  is  contained,  is  l inked to individual/private r isks (which represent
about half  of  the premium income),  and to r isks deriving from the commercial
sector.

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 1,095 mil l ion,  decreasing (-18.8%)
compared to 2003 (Euro 1,348 mil l ion) ;  the reduction of  claims,  thanks to the
reduction of  catastrophe claims which had characterised 2003,  leads to a rel-
evant improvement of  the loss rat io for  the current accident year,  passing
from 68.9% in 2003 to 53.6% in 2004.

For the same reason,  the incurred claims cost  for  the f inancial  year ,  which
includes i f  compared to the incurred cost  of  the current year also the redun-
dancy/deficiency of  reserves for  those claims incurred in previous accident
years,  was strongly decreasing ( from Euro 1,196 mil l ion in 2003 to Euro 955 mil-
l ion in 2004) ,  determining also a reduction of  the rat io on earned premiums
(from 61.1% in 2003 to 46.8% in 2004) .  
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Operating expenses were equal  to Euro 646 mil l ion (624 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These operat ing expenses represented 29.9% of  the premiums,  decreasing
compared to 30.7% of  2003.

The technical balance for direct  business was posit ive at  Euro 387 mil l ion (98
in 2003) .

Considering investment income, the direct technical account result was equal
to Euro 473 mil l ion (176 in 2003) .

Taking the reinsurance balance into due account ( that  contr ibuted in a very
negative way),  the overall  technical account result was equal  to Euro 145 mil-
l ion ( i t  was just  10 in 2003) ,  representing 7.1% of  the premiums (0.5% in 2003) .
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FIRE AND NATURAL FORCES
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 1,660 1,657 1,701 1,771 1,978 2,037 2,157
Changes in premiums reserves (-) 141 48 41 77 77 80 114
Incurred claims (-): 862 818 1,167 899 1,195 1,196 955
- incurred claims cost for the current accident year (-) 1,027 984 1,259 1,041 1,310 1,348 1,095
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 165 166 92 142 115 152 140
Balance of other technical items -53 -42 -44 -45 -44 -39 -55
Operating expenses (-) 533 526 534 550 592 624 646
Direct technical balance 71 223 -85 200 70 98 387
Investment income 105 73 83 72 57 78 86
Direct technical account result 176 296 -2 272 127 176 473
Reinsurance results and other items -77 -29 210 5 -10 -166 -328
Overall technical account result 99 267 208 277 117 10 145

Annual % changes in premiums – -0.2% 2.6% 4.2% 11.7% 3.0% 5.9%
Combined ratio 88.9% 82.5% 101.7% 84.1% 92.8% 91.7% 76.7%
- Expense ratio 32.1% 31.7% 31.4% 31.0% 29.9% 30.7% 29.9%
- Loss ratio: 56.8% 50.8% 70.3% 53.1% 62.9% 61.1% 46.8%

- Loss ratio for the current accident year 67.6% 61.2% 75.8% 61.4% 68.9% 68.9% 53.6%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 10.8% 10.3% 5.5% 8.4% 6.0% 7.8% 6.8%

Technical balance/Earned premiums 4.7% 13.8% -5.1% 11.8% 3.7% 5.0% 18.9%
Technical account result/Earned premiums 11.6% 18.4% -0.1% 16.0% 6.7% 9.0% 23.2%
Overall technical account result/Earned premiums 6.5% 16.6% 12.6% 16.3% 6.2% 0.5% 7.1%

Premiums to total Non-Life premiums ratio (%) 6.8% 6.3% 6.1% 5.9% 6.1% 6.0% 6.1%

Indexes and changes (%) are calculated on data in  Euro thousand



OTHER DAMAGES TO PROPERTY

This class includes insurance cover against  al l  damage to property (other than
land vehicles,  rai lway rol l ing stock,  aircraft ,  sea-going vessels,  lake and r iver
craft ,  as wel l  as goods in transit  and luggage) caused by hai l ,  f rost ,  theft  or  by
other events that  are dif ferent from the events included in the class “f ire and
natural  forces”.

Premiums for direct  domestic business by the 83 insurance companies oper-
at ing in the branch were equal  to Euro 2,289 mil l ion in 2004 with a growth
(+6.1%) in l ine with the average yearly growth registered since 1998.  Premium
incidence as wel l  on the overal l  insurance premiums (6.5%) remained sub-
stantial ly  unvaried since 1998.  The trend in sl ight  growth for  premium income
is due to the development of  theft  pol icies (mostly for  the commercial  sector)
and of  pol icies regarding technological  r isks,  for  which the effects of  the Mer-
loni  law seem to persist ,  on the basis of  which the publ ic works contractor is
obl iged to present determined insurances.  

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 1,653 mil l ion,  strongly increasing
(21.5%) compared to Euro 1,360 mil l ion of  2003;  i t  determined a loss rat io for
the current accident year increase passing from 65.0% of  2003 to 76.5% of
2004.  

The worsening for  the cla ims exper ience for  the current  accident  year
affected also the incurred claims cost  for  the f inancial  year ,  which includes
if  compared to the incurred cost  of  the current year also the redundancy/defi-
ciency of  reserves for  those claims incurred in previous accident years.  This
cost  was equal  to Euro 1,527 mil l ion in 2004 (1,204 in 2003) ,  with a 26.8%
increase.  The rat io to earned premiums was equal  to 70.7%, ref lect ing a
strong growth i f  compared to 57.5% of  2003.  

Operating expenses were equal  to Euro 661 mil l ion (627 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These  operat ing  expenses  represented  28 .9% of  the  premiums,  s l ight ly
decreasing i f  compared to 29.0% of  2003.

Because of  claims experience for the current accident year increase,  the
technical balance for direct  business was negative at  Euro 69 mil l ion,  whi le i t
was posit ive and equal  to Euro 228 mil l ion in 2003.

Considering investment income, the direct technical account result was pos-
i t ive at  Euro 16 mil l ion (305 in 2003) .
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Taking the reinsurance balance into due account ( that  contr ibuted in a very
negative way),  the overall  technical account result was negative at  Euro 48
mil l ion (2.2% of  premiums),  whi le i t  was posit ive and equal  to Euro 165 mil l ion
in 2003 (7.9% of  premiums).

HAIL INSURANCE

The agricultural  r isks insurance in Italy,  which is designed to protect farmers
against the r isk of losing agricultural  products due to unforeseen events and
events which cannot be quantif ied beforehand, such as hail ,  frost or hoarfrost,
is characterised by being subject to Government action.  The foregoing action
comes within the framework of the Government’s general  interest to intervene
in support of  the agricultural  sector and translates into specif ic regulatory
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OTHER DAMAGES TO PROPERTY
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 1,588 1,652 1,740 1,861 2,080 2,158 2,289
Changes in premiums reserves (-) 102 43 67 97 83 65 129
Incurred claims (-): 1,223 1,091 1,217 1,266 1,329 1,204 1,527
- incurred claims cost for the current accident year (-) 1,320 1,206 1,307 1,312 1,408 1,360 1,653
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 97 115 90 46 79 156 126
Balance of other technical items -28 -29 -32 -31 -29 -34 -41
Operating expenses (-) 468 485 501 534 591 627 661
Direct technical balance -233 4 -77 -67 48 228 -69
Investment income 80 60 69 68 56 77 85
Direct technical account result -153 64 -8 1 104 305 16
Reinsurance results and other items 133 33 100 62 -147 -140 -64
Overall technical account result -20 97 92 63 -43 165 -48

Annual % changes in premiums – 4.0% 5.3% 6.9% 11.8% 3.8% 6.1%
Combined ratio 111.8% 97.1% 101.6% 100.5% 95.0% 86.6% 99.6%
- Expense ratio 29.5% 29.4% 28.8% 28.7% 28.4% 29.0% 28.9%
- Loss ratio: 82.3% 67.8% 72.7% 71.8% 66.6% 57.5% 70.7%

- Loss ratio for the current accident year 88.8% 74.9% 78.1% 74.4% 70.5% 65.0% 76.5%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 6.5% 7.2% 5.4% 2.6% 4.0% 7.5% 5.8%

Technical balance/Earned premiums -15.7% 0.2% -4.6% -3.8% 2.4% 10.9% -3.2%
Technical account result/Earned premiums -10.3% 4.0% -0.5% 0.1% 5.2% 14.6% 0.7%
Overall technical account result/Earned premiums -1.3% 6.0% 5.5% 3.6% -2.2% 7.9% -2.2%

Premiums to total Non-Life premiums ratio (%) 6.5% 6.3% 6.2% 6.2% 6.4% 6.3% 6.5%

Indexes and changes (%) are calculated on data in  Euro thousand



provisions of the insurance sector under review. The f irst  Government action
relating to the sector dates back to 1970 when a form of faci l i tated insurance
was introduced: in part icular,  the Government paid 50% of the premium.

In 2004 the Italian Government adapted the regulations to comply with the Euro-
pean community policies as regards Government aid to pay insurance premiums
in the agricultural sector. The foregoing policies were incorporated in three Min-
isterial Decrees (Ministerial Decree No. 100.411 of 17th February 2004, Minister-
ial Decree No. 100.615 of 10th March 2004 and Ministerial Decree No. 100.919 of
9th April 2004) which relate to insurable areas and cultivations, maximum unit
prices applicable and the parameters to calculate the Government grant on
insurance premiums, respectively. The Government grant is no longer paid with
reference to the actual insurance cost, but based on a parameter deemed “fair”
by the Ministry, which in many cases is lower than the pure insurance cost.

In part icular,  in the case of  “single r isk” pol icies (a prevai l ing form of  insur-
ance that  covers a single r isk)  the regulat ions have establ ished that  Govern-
ment rel ief  shal l  be granted:

a) at  80% of  the parameter,  to provide damage insurance cover with a 20%
threshold in the underprivi leged areas and 30% in the other areas;

b) at  50% of  the parameter,  to provide damage insurance cover with no
threshold.

Moreover,  the regulat ions have not establ ished any prohibit ion as regards the
possibi l i ty  of  taking out  ordinary insurance pol icies,  to supplement the faci l i -
tated pol icies with a damage claim threshold,  to cover damage under the
establ ished thresholds and with a premium to be borne ful ly  by the producer.

ANIA has operated a databank from 1997 designed to provide technical  market
indicators,  in a sector where even the large companies have l imited portfo-
l ios.  The results of  the Summer campaigns over the last  f ive years are detai led
below for al l  forms of  insurance and for al l  the products insured,  based on the
data avai lable to ANIA ( i t  is  est imated that  approximately 99% of  the values
insured for the two most common forms of  insurance cover such as “hai l”  and
“hai l  and wind” is  represented for 2004) .

The 2004 Summer campaign was characterised by an increase of  the values
insured  compared  wi th  the  prev ious  year,  equa l  to  7 .6% for  products
expressed in quintals and 2.9% for plants and cutt ings.  The values of  produc-
t ions expressed in quintals and in the number of  plants insured,  respectively,
have also increased (+5.8% and +18.5%, respectively) :  this aspect emphasises
the fact  that  the increase in the values insured is  not  only due to an increase
in the prices of  products,  but  also to a greater recourse to insurance by the
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agricultural  sector.  In fact ,  in 2004 the quanti t ies of  productions insured
exceeded the values for  2000,  after  touching minimum values in the biennial
2001 and in 2002 during the period of  observation.

2000 2001 2002 2003 2004

Insured items (1) 639,830 599,191 568,452 553,409 558,597
Insured quintals (2) 147,816,107 138,731,004 131,162,409 141,960,999 150,226,269
Change % (3) -6.1% -5.5% 8.2% 5.8%
Insured values (.000 euro) (4) 3,540,837 3,287,185 3,121,494 3,273,675 3,524,073
Change % (5) -7.2% -5.0% 4.9% 7.6%
Involved quintals (6) 44,828,372 41,125,597 36,870,001 26,987,091 34,546,737
Compensated quintals (7) 9,039,737 12,129,113 10,390,145 7,688,825 9,740,547
Insurance cost (8) = (7) / (2) 6.1% 8.7% 7.9% 5.4% 6.5%

2000 2001 2002 2003 2004

Insured items (1) 1,791 1,814 1,579 1,771 1,835
Insured plants (2) 64,503,450 64,535,330 61,159,736 66,925,316 79,313,942
Change % (3) 0.0% -5.2% 9.4% 18.5%
Insured values (.000 euro) (4) 41,927 28,267 27,055 35,627 36,652
Change % (5) -32.6% -4.3% 31.7% 2.9%
Involved plants (6) 51,258,128 14,096,473 16,838,908 40,627,310 53,426,690
Compensated plants (7) 22,682,457 3,357,957 5,558,582 22,195,901 27,754,306
Insurance cost (8) = (7) / (2) 35.2% 5.2% 9.1% 33.2% 35.0%

Information regarding the trend of  the claim events can be found by analysing
the “insurance cost” indicator,  obtained by relat ing the quintals compensated
to the quintals insured.  The values of  the quintals involved and compensated
are calculated at  “zero insurance exemption”,  namely,  without taking into
account any l imitat ions in the appl icable indemnity to ensure the data origi-
nat ing from the insurance companies is  consistent ,  s ince the insurance com-
panies can adopt various contractual  insurance exemptions.

The insurance cost  in 2004 was equal  to 6.5% for products sold in quintals,  a
higher f igure compared with the value for  2003 (5.4%),  but  lower than the
value for  2001 and 2002.  The insurance cost  in the case of  plants and cutt ings
was equal  to 35.0% (33.2% in 2003) .

Approximately 65% of  the quintals subject to Government faci l i tat ions were
insured with contracts subject to a threshold ( these contracts represent 60%
of the insured values) ,  whi le 35% of  the quintals were insured with the “tradi-
t ional” formula with no threshold (40% of  the insured values) ,  based on the
new forms of  contracts introduced with the 2004 regulat ions.

A simi lar  number of  “supplementary” Non-Li fe insurance contracts were
entered into in relation to the facil itated contracts with a threshold, but not sub-
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ject to Government facil itations and therefore borne fully by the farmer, because
under the threshold values. Whereas, the opposite situation was recorded with
regard to plants and cuttings: 54% of plants were insured with contracts not
subject to a threshold, whereas their insurance value represented 66% of the
total.  An equal number of “supplementary” contracts were entered into also in
this case, in almost 100% of cases, as regards facil itated contracts subject to a
threshold, to provide damage insurance cover below the established thresholds.

From the point of  view of the claim events rate i t  can be observed that for the
facil i tated sector,  contracts subject to a threshold and contracts with no
threshold have a similar insurance cost (5.3% and 5.5%, respectively,  in the
case of products expressed in quintals and 31.4% and 30.5% in the case of
plants and cutt ings).  Whereas, the insurance cost of  supplementary contracts
for products expressed in quintals is less than half  compared with the cost
reported for the corresponding faci l i tated contracts (2.0% compared with
5.3%),  whereas the gap is much wider i f  plants and cutt ings are considered
(2.6% compared with 31.4%).  These differences are explained by the distr ibu-
t ion of the compensation amounts for the various products.  However,  the more

Insured Insured Breakdown Insured Breakdown Involved Compensated Insured 
Items Quintals of Insured Values of Insured Quintals Quintals Cost

Quintals (%) (.000 Euro) Values (%)
(1) (2) (3) (4) (5) (6) (7) (8) = (7) / (2)

Facilit. contracts 551,011 147,066,503 100% 3,480,251 100% 19,119,909 7,838,511 5.3%
- with threshold 341,758 94,934,658 65% 2,103,059 60% 8,836,162 4,988,636 5.3%
- without threshold 209,253 52,131,845 35% 1,377,192 40% 10,283,747 2,849,875 5.5%

Contracts
Not facilitated 331,693 95,521,989 100% 2,041,504 100% 15,426,828 1,902,036 2.0%
- supplementary* 324,107 92,362,223 97% 1,997,682 98% 15,043,200 1,829,253 2.0%
- other 7,586 3,159,766 3% 43,822 2% 383,628 72,783 2.3%

TOTAL 558,597 150,226,269 3,524,073 34,546,737 9,740,547 6.5%

Insured Insured Breakdown Insured Breakdown Involved Compensated Insured 
Items Plants of Insured Values of Insured Plants Plants Cost

Plants (%) (.000 Euro) Values (%)
(1) (2) (3) (4) (5) (6) (7) (8) = (7) / (2)

Facilit. contracts 1,743 70,691,997 100% 34,307 100% 41,944,090 21,874,248 30.9%
- with threshold 730 32,540,760 46% 11,805 34% 17,273,000 10,227,027 31.4%
- without threshold 1,013 38,151,237 54% 22,502 66% 24,671,090 11,647,221 30.5%

Contracts 
Not facilitated 790 40,513,785 100% 12,285 100% 11,482,600 5,880,058 14.5%
- supplementary* 698 31,891,840 79% 9,940 81% 4,984,200 841,853 2.6%
- other 92 8,621,945 21% 2,345 19% 6,498,400 5,038,205 58.4%

TOTAL 1,835 79,313,942 36,652 53,426,690 27,754,306 35.0%
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PLANTS AND CUTTINGS -  2004

(*)  Pol ic ies not  faci l i tated effected to cover  
c la ims not  exceeding established thresholds

INSURED PRODUCTS EXPRESSED IN QUINTALS -  2004



l imited insurance cost does not apply to al l  productions,  for example,  in the
case of supplementary contracts relating to r ice the cost for the two types of
contract is similar,  whereas, in the case of maize,  the supplementary contracts
have a higher insurance cost compared with the cost of  faci l i tated contracts.

AIRCRAFT THIRD PARTY LIABILITY

After strong increases in 2002 and 2003,  in presence of  high reinsuring rates
due to the events on September 11th 2001,  premiums for direct  domestic busi-
ness by the 25 insurance companies operat ing in this class were equal  to Euro
50 mil l ion in 2004,  strongly decreasing (-36.1%) compared to 2003;  the inci-
dence on the total  of  Non-Life premiums was very l imited (0.1%).

Both for  the l imited dimensions of  this class of  act iv i ty  and for the very vari-
able nature of  the covered r isks,  the incurred claims cost  for  the current
accident year ,  def ined as the sum of  the total  paid cost  and the total  reserved
cost for  al l  claims occurred in the current accident year,  amounted to Euro 12
mil l ion (7 in 2003) ,  with a 59.4% increase;  however the rat io to earned premi-
ums was very l imited and equal  to 20.5% (12.0% in 2003) .  

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
Euro 11 mil l ion (6 in 2003) .  The rat io to earned premiums was equal  to 19.0%,
increasing i f  compared to the very contained value of  2003 (10.7%).

Operating expenses were equal  to Euro 5 mi l l ion (6 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These operat ing expenses represented 9.6% of  the premiums (7.4% in 2003) .

The technical balance for direct  business was posit ive at  Euro 39 mil l ion (48
in 2003) .

Considering investment income, the direct technical account result was pos-
i t ive at  Euro 40 mil l ion (49 in 2003) .

Taking the reinsurance balance into due account,  that  had contr ibuted in
strongly negative way,  the overall  technical account result was negative at
Euro 6 mi l l ion (9.8% of  premiums),  whi le i t  was posit ive and equal  to Euro 18
mil l ion in 2003 (30.5% of  premiums).
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GENERAL THIRD PARTY LIABILITY

The increase of  premiums for direct  domestic business by the 80 insurance
companies operat ing in this class continued in 2004 reaching a value equal  to
Euro 2,999 mil l ion (+7.2% compared to 2003) ,  passing from 8.2% of  2003 to 8.5%
of 2004 (7.4% in 1998) .  

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 2,213 mil l ion (2,154 in 2003) ,  with a
2.7% increase;  considering that  claims cost  increased less than premiums,  the
rat io between these two issues ( that  is ,  loss rat io for  the current accident
year)  decreased passing from 79.1% in 2003 to 75.9% in 2004.  Sectors charac-
terised by a high claims cost  were medical  l iabi l i ty,  bui lding l iabi l i ty  ( the so-
cal led employers’  l iabi l i ty)  and professional  l iabi l i ty.  Furthermore,  physical
damage to the person was an increasing factor.
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AIRCRAFT T.P.L .
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 13 17 14 29 51 78 50
Changes in premiums reserves (-) -3 3 -4 8 8 17 -7
Incurred claims (-): 14 12 23 15 9 6 11
- incurred claims cost for the current accident year (-) 5 10 3 4 5 7 12
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years -9 -2 -20 -11 -4 1 1
Balance of other technical items 0 0 0 1 0 -1 -2
Operating expenses (-) 3 3 3 3 5 6 5
Direct technical balance -1 -1 -8 4 29 48 39
Investment income 0 1 0 2 1 1 1
Direct technical account result -1 0 -8 6 30 49 40
Reinsurance results and other items -4 3 1 -14 -21 -31 -46
Overall technical account result -5 3 -7 -8 9 18 -6

Annual % changes in premiums – 32.1% -15.0% 105.2% 75.3% 52.0% -36.1%
Combined ratio 109.9% 101.4% 150.8% 78.3% 31.5% 18.1% 28.5%
- Expense ratio 21.3% 16.6% 21.2% 10.2% 10.2% 7.4% 9.6%
- Loss ratio: 88.6% 84.8% 129.6% 68.1% 21.3% 10.7% 19.0%

- Loss ratio for the current accident year 30.3% 75.1% 16.8% 19.0% 10.7% 12.0% 20.5%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums -58.3% -9.7% -112.8% -49.2% -10.5% 1.3% 1.5%

Technical balance/Earned premiums -7.5% -4.4% -46.1% 17.6% 65.9% 79.2% 69.0%
Technical account result/Earned premiums -5.0% -0.4% -41.8% 27.6% 69.0% 80.4% 70.4%
Overall technical account result/Earned premiums -33.5% 24.5% -36.1% -37.4% 20.8% 30.5% -9.8%

Premiums to total Non-Life premiums ratio (%) 0.1% 0.1% 0.1% 0.1% 0.2% 0.2% 0.1%

Indexes and changes (%) are calculated on data in  Euro thousand

Other Non-Life insurance classes



The incurred claims costs for  the f inancial  year were increasing more com-
pared to premiums,  and included i f  compared to the incurred cost  of  the cur-
rent  year  a lso  the  redundancy/def ic iency  o f  reserves  for  those  c la ims
incurred in previous accident years;  this issue,  l inked to claims experience of
previous generat ions and to the relat ive reserves def iciency due in part  to a
continuous increase in I .B.N.R.  claims,  contr ibuted to expand and to inf luence
incurred claims growth,  which reached 2,787 mil l ion Euro (2,540 in 2003)  with
a 9.7% increase;  this explains the worsening for  the loss rat io for  the current
f inancial  year which passed from 93.2% in 2003 to 95.5% in 2004.

Operating expenses were equal  to Euro 839 mil l ion (792 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These operat ing expenses represented 28.0%, sl ight ly  decreasing compared to
2003 (28.3%).
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GENERAL T.P.L .
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 1,820 1,920 2,033 2,229 2,472 2,798 2,999
Changes in premiums reserves (-) 195 88 48 60 107 73 81
Incurred claims (-): 1,838 1,891 2,005 2,295 2,450 2,540 2,787
- incurred claims cost for the current accident year (-) 1,587 1,611 1,706 1,833 2,003 2,154 2,213
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years -251 -280 -299 -462 -447 -386 -574
Balance of other technical items -38 -26 -37 -18 -37 -47 -65
Operating expenses (-) 581 591 609 663 724 792 839
Direct technical balance -832 -676 -666 -807 -846 -654 -773
Investment income 354 279 318 303 227 320 381
Direct technical account result -478 -397 -348 -504 -619 -334 -392
Reinsurance results and other items 87 77 30 55 164 -79 -33
Overall technical account result -391 -320 -318 -449 -455 -413 -425

Annual % changes in premiums – 5.5% 5.9% 9.6% 10.9% 13.2% 7.2%
Combined ratio 145.1% 133.9% 131.0% 135.5% 132.9% 121.5% 123.5%
- Expense ratio 31.9% 30.8% 30.0% 29.7% 29.3% 28.3% 28.0%
- Loss ratio: 113.1% 103.2% 101.0% 105.8% 103.6% 93.2% 95.5%

- Loss ratio for the current accident year 97.7% 87.9% 85.9% 84.5% 84.7% 79.1% 75.9%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums -15.4% -15.3% -15.1% -21.3% -18.9% -14.2% -19.7%

Technical balance/Earned premiums -51.2% -36.9% -33.5% -37.2% -35.8% -24.0% -26.5%
Technical account result/Earned premiums -29.5% -21.7% -17.5% -23.2% -26.2% -12.2% -13.4%
Overall technical account result/Earned premiums -24.1% -17.5% -16.0% -20.7% -19.2% -15.2% -14.6%

Premiums to total Non-Life premiums ratio (%) 7.4% 7.3% 7.3% 7.4% 7.6% 8.2% 8.5%

Indexes and changes (%) are calculated on data in  Euro thousand



The technical  balance for  d i rect  business was negat ive  at  Euro  773  mi l l ion
(-654 in 2003) .

Considering investment income, the direct technical account result was neg-
at ive at  Euro 392 mil l ion (-334 in 2003) .

Taking the reinsurance balance into due account ,  that  contr ibuted in  a nega-
t ive way,  the overall  technical  account  result was negat ive at  Euro 425 mi l-
l ion (-413 in  2003) ,  with an incidence on premiums of  14,6%, less than 15.2%
of 2003.

INSURANCE OF COMPANY DIRECTORS’ THIRD PARTY LIABILITY

The recent reform of  company law, combined with the reinforced internal
supervisory systems of  companies fol lowing the f inancial  cr ises experienced
in recent years,  has set  the foundations for  a major change in the structure of
companies.  In part icular,  the introduction of  new governance models,  the
development of  the code of  self-discipl ine and the introduction of  new man-
agement models have redefined the l iabi l i ty  prof i les of  the corporate bodies.

In fact ,  there has been a migrat ion from a str ict ly  regulated system – where
the law intervenes on the operat ional ,  internal  coordinat ion rules and the
relat ionships which exist  among the various corporate bodies,  in addit ion to
the organisat ional  regulat ions – to a more structured system that enables dif-
ferent solut ions to be adopted and which is  essential ly  based on organisa-
t ional  self-determination and the central  aspect of  statutory autonomy. In par-
t icular,  the reform enhances greater autonomy in the choice of  the reference
models and in the distr ibut ion of  the functions and powers and places greater
emphasis compared to the past  in assessing the jur isdict ion,  professional ism
and independence prof i les of  the companies’  government bodies.

The redefini t ion and the clari f icat ion of  dut ies and powers referable to each
corporate body have a signif icant impact,  in part icular,  on the l iabi l i ty  prof i les
of  the administrat ive and audit ing bodies.

ANIA is proceeding to update and review the reference terms and condit ions
of insurance and the technical  support ing documents in this context  ( in par-
t icular,  the technical  note and the pre-assumptive questionnaire)  with the aim,
on the one hand,  of  adapting the def ini t ion and the contents of  the reference
pol icy to the changed requirements of  the legal  framework and,  on the other
hand,  to foster greater awareness of  the r isk in question by the market,  by
potential  insured and by experts in general  by preparing technical  assessment
tools capable of  favouring a further extension of  competi t ion.
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In this f i rst  stage of  the revision work,  attent ion has been focused on prepar-
ing a product that  complies with the r isk prof i le of  the administrat ive body of
Joint-stock Companies which do not  have shares placed on the regulated
markets and form part  of  the industr ial ,  commercial  and non-f inancial  services
sector,  which represent,  in quanti tat ive terms,  the broader port ion of  the
potential  part ies involved,  leaving to a subsequent in-depth stage the intr insic
dist inct ive aspects of  l isted companies and companies with a government par-
t icipat ing interest .  Special  attent ion wil l  be dedicated later to the examination
of the specif ic aspects of  l imited l iabi l i ty  companies and cooperat ives.

Progress is  being made,  paral lel  with the examination of  the reference pol icy,
to update and redefine the supplementary Technical  Note,  by which useful
information is  provided to configure the r isk adequately and to clari fy  to
potential  insured the principal  aspects referred to by the insurer to bui ld up a
product that  actual ly  complies with the needs of  the potential  insured.  In this
regard,  the Note has been divided into two documents,  where the f irst  is
intended for potential  cl ients (Company directors,  auditors)  and provides a
descript ion of  the scenario,  whi le the second,  completed also with a technical
analysis of  the r isk management tools (pre-assumptive questionnaire and
clause index) ,  is  intended for the insurance companies.

In part icular,  the pre-assumptive questionnaire wil l  be brought up-to-date to
take into account the new dist inct ive features of  the governance models intro-
duced by the reform of  the company law and i ts  function as a r isk cognit ive
tool  wi l l  be extended by taking the lead also from the regulatory measures
developed in the framework of  the community,  as wel l  as from the recent
codes of  corporate self-discipl ine.
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CREDIT

For the second consecutive year,  premiums for direct  domestic business by
the 28 companies operat ing in this class decreased,  they reached in 2004 the
value of  Euro 268 mil l ion (-11.1% compared to 2003) ;  the contraction may be
explained through the reduction of  f inancial  guarantees offered by the insur-
ance sector,  as a result  of  a negative economic si tuat ion.  Premium incidence
in this class on the total  Non-Life premiums was sl ight ly  decreasing and was
equal  to 0.8% (1.1% in 2001) .

Because of  the reduction of  insured r isks portfol io as wel l ,  incurred claims
cost for  the current accident year ,  def ined as the sum of  the total  paid cost
and the total  reserved cost  for  al l  claims occurred in the current accident
year,  decreased and amounted to Euro 204 mil l ion (315 in 2003) ,  with a 35.3%
decrease;  the rat io to earned premiums was equal  to 72.9%, the lowest value
recorded since 1998 and sl ight ly  decreasing compared to 99.6% of  2003.  
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CREDIT
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 203 219 272 314 321 301 268
Changes in premiums reserves (-) 11 3 16 26 -20 -15 -12
Incurred claims (-): 128 144 174 263 267 254 121
- incurred claims cost for the current accident year (-) 200 229 258 322 316 315 204
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 72 85 84 59 49 61 83
Balance of other technical items -2 -2 -2 -1 -4 -3 -13
Operating expenses (-) 53 63 69 83 88 88 86
Direct technical balance 9 7 11 -59 -18 -29 60
Investment income 24 14 15 41 18 18 18
Direct technical account result 33 21 26 -18 0 -11 78
Reinsurance results and other items -10 -14 -12 36 15 28 -58
Overall technical account result 23 7 14 18 15 17 20

Annual % changes in premiums – 7.9% 24.0% 15.5% 2.1% -6.1% -11.1%
Combined ratio 93.0% 94.9% 93.3% 117.3% 106.0% 109.4% 75.7%
- Expense ratio 26.1% 28.6% 25.5% 26.3% 27.6% 29.3% 32.3%
- Loss ratio: 66.9% 66.3% 67.8% 91.0% 78.4% 80.1% 43.4%

- Loss ratio for the current accident year 104.5% 105.5% 100.5% 111.5% 92.7% 99.6% 72.9%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 37.6% 39.2% 32.6% 20.5% 14.3% 19.4% 29.5%

Technical balance/Earned premiums 4.5% 3.2% 4.4% -20.3% -5.3% -9.1% 21.5%
Technical account result/Earned premiums 17.1% 9.8% 10.3% -6.2% 0.0% -3.6% 27.8%
Overall technical account result/Earned premiums 12.2% 3.1% 5.4% 6.3% 4.4% 5.4% 7.1%

Premiums to total Non-Life premiums ratio (%) 0.8% 0.8% 1.0% 1.1% 1.0% 0.9% 0.8%

Indexes and changes (%) are calculated on data in  Euro thousand



The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
Euro 121 mil l ion (254 in 2003) ,  with a 52.1% decrease.  The rat io to earned pre-
miums was equal  to 43.4%, ref lect ing a decrease compared to 80.1% of  2003.  

Operating expenses were equal  to Euro 86 mil l ion (88 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These operat ing expenses represented 32.3% of  the premiums,  increasing
compared to 29.3% of  2003.

The technical balance for direct  business was posit ive at  Euro 60 mil l ion (-29
in 2003) .

Considering investment income, the direct technical account result was equal
to Euro 78 mil l ion (-11 in 2003) .

Taking the reinsurance balance into due account,  that  contr ibuted in a very
negative way,  the overall  technical account result was posit ive at  Euro 20
mil l ion (17 in 2003) ;  the incidence on premiums increased from 5.4% of  2003 to
7.1% of  2004.

SURETYSHIP

Just l ike for the credit class, for the suretyship class as well premiums for
direct domestic business by the 52 companies operating in this class decreased
in 2004 (-9.9% compared to 2003), registering an amount of Euro 438 mill ion; the
reasons for this contraction are l inked, as for the credit class, to the particular
economic situation, source of a reduction of insurance policies offered by com-
panies.  Premium incidence for this class on the total  Non-Life premiums
decreased progressively, reaching in 2004 1.2% (1.4% in 2003 and 2.1% in 1998).

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 264 mil l ion (419 in 2003) ,  with a 37.0%
decrease;  the rat io to earned premiums was equal  to 63.8%, ref lect ing a
decrease compared to 92.8% of  2003.  

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
Euro 247 mil l ion (397 in 2003) ,  with a 37.7% decrease.  The rat io to earned pre-
miums reduced from 87.8% of  2003 to 59.6% of  2004.  
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Operating expenses were equal  to Euro 139 mil l ion (145 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These operat ing expenses represented 31.7% of  the premiums,  increasing
compared to 29.9% of  2003.

The technical balance for direct  business was posit ive at  Euro 3 mi l l ion (-116
in 2003) .

Considering investment income, the direct technical account result was pos-
i t ive at  Euro 28 mil l ion (-91 in 2003) .

Taking the reinsurance balance into due account ,  the overall  technical
account result was posit ive at  Euro 23 mil l ion (13 in 2003) ,  representing 5.4%
of the premiums (2.9% in 2003) .
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SURETYSHIP
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 524 459 433 483 505 486 438
Changes in premiums reserves (-) 113 38 2 18 -1 34 23
Incurred claims (-): 151 137 168 213 254 397 247
- incurred claims cost for the current accident year (-) 163 172 197 202 270 419 264
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 12 35 29 -11 16 22 17
Balance of other technical items -32 -29 -30 -33 -40 -26 -26
Operating expenses (-) 153 135 127 139 152 145 139
Direct technical balance 75 120 106 80 60 -116 3
Investment income 31 25 26 21 19 25 25
Direct technical account result 106 145 132 101 79 -91 28
Reinsurance results and other items -20 -56 -34 -7 -2 104 -5
Overall technical account result 86 89 98 94 77 13 23

Annual % changes in premiums – -12.4% -5.7% 11.6% 4.6% -3.9% -9.9%
Combined ratio 66.0% 61.9% 68.2% 74.5% 80.1% 117.7% 91.3%
- Expense ratio 29.2% 29.4% 29.3% 28.7% 30.0% 29.9% 31.7%
- Loss ratio: 36.8% 32.5% 38.9% 45.8% 50.0% 87.8% 59.6%

- Loss ratio for the current accident year 39.6% 40.9% 45.7% 43.5% 53.4% 92.8% 63.8%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 2.8% 8.4% 6.9% -2.3% 3.3% 5.0% 4.2%

Technical balance/Earned premiums 18.1% 28.5% 24.5% 17.1% 11.8% -25.7% 0.7%
Technical account result/Earned premiums 25.8% 34.5% 30.7% 21.6% 15.5% -20.2% 6.7%
Overall technical account result/Earned premiums 20.8% 21.1% 22.8% 20.3% 15.3% 2.9% 5.4%

Premiums to total Non-Life premiums ratio (%) 2.1% 1.7% 1.6% 1.6% 1.6% 1.4% 1.2%

Indexes and changes (%) are calculated on data in  Euro thousand
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MISCELLANEOUS FINANCIAL LOSS

Premiums for direct  domestic business by the 81 companies operat ing in this
class were equal  to Euro 334 mil l ion,  in considerable growth (+21.7%) com-
pared to 2003;  the signif icant development in this class was favoured by the
offer of  r isk covers l inked to road circulat ion (as the withdrawal of  the l icence
and the col lateral  guarantees l inked to motor insurance).  Premium incidence
for this class on the total  Non-Life premiums was sl ight ly  increasing (0.9% in
2004,  against  0 .6% in 1998) .

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 128 mil l ion (151 in 2003) ,  with a 15.4%
decrease;  the rat io to earned premiums was equal  to 47.0%, ref lect ing a clear
decrease compared to 63.3% in 2003.  

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
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MISCELLANEOUS FINANCIAL LOSS
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 138 151 163 175 235 275 334
Changes in premiums reserves (-) 11 7 19 7 29 36 63
Incurred claims (-): 59 85 202 88 86 126 93
- incurred claims cost for the current accident year (-) 68 88 197 99 103 151 128
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 9 3 -5 11 17 25 35
Balance of other technical items -2 0 -4 -2 -5 -9 -4
Operating expenses (-) 51 56 53 56 71 79 98
Direct technical balance 15 3 -115 22 44 25 76
Investment income 5 4 6 7 6 8 11
Direct technical account result 20 7 -109 29 50 33 87
Reinsurance results and other items 11 19 111 1 -14 4 -42
Overall technical account result 31 26 2 30 36 37 45

Annual % changes in premiums – 8.8% 8.0% 7.6% 34.2% 17.0% 21.7%
Combined ratio 83.1% 96.4% 173.9% 84.3% 71.9% 81.8% 63.8%
- Expense ratio 36.5% 37.3% 32.6% 32.2% 30.4% 28.9% 29.4%
- Loss ratio: 46.5% 59.1% 141.3% 52.1% 41.5% 52.9% 34.3%

- Loss ratio for the current accident year 53.2% 60.9% 137.7% 58.8% 49.9% 63.3% 47.0%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 6.6% 1.8% -3.6% 6.8% 8.4% 10.5% 12.7%

Technical balance/Earned premiums 12.0% 1.9% -80.3% 13.3% 21.5% 10.5% 27.9%
Technical account result/Earned premiums 16.0% 4.7% -75.8% 17.3% 24.2% 13.8% 32.2%
Overall technical account result/Earned premiums 24.6% 18.0% 1.4% 17.6% 17.4% 15.3% 16.5%

Premiums to total Non-Life premiums ratio (%) 0.6% 0.6% 0.6% 0.6% 0.7% 0.8% 0.9%

Indexes and changes (%) are calculated on data in  Euro thousand



reserves for  those claims incurred in previous accident years,  was equal  to
Euro 93 mil l ion (126 in 2003)  with a 26.0% decrease.  The rat io to earned premi-
ums was equal  to 34.3%, decreasing compared to 52.9% of  2003.  

Operating expenses were equal  to Euro 98 mil l ion (79 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These  operat ing  expenses  represented  29 .4% of  the  premiums,  s l ight ly
increasing compared to 28.9% of  2003.

The technical balance for direct  business was posit ive at  Euro 76 mil l ion (25
in 2003) .

Considering investment income, the direct technical account result was pos-
i t ive at  Euro 87 mil l ion (33 in 2003) .

Taking the reinsurance balance into due account,  that  contr ibuted in a very
negative way,  the overall  technical account result was posit ive at  Euro 45
mil l ion,  a simi lar  value compared to 2003 (Euro 37 mil l ion) ;  the incidence on
premiums was equal  to 16.5% (15.3% in 2003) .

LEGAL EXPENSES

Premiums for direct  domestic business by the 81 insurance companies oper-
at ing in this class were equal  to Euro 205 mil l ion in 2004 (+11.7%),  in l ine with
value recorded since 1998;  the incidence on the total  of  Non-Life premiums
was equal  to 0.6% in 2004 (0.4% in 1998) .

The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 64 mil l ion (55 in 2003) ,  with a 16.5%
increase;  the rat io to earned premiums was equal  to 32.4%, ref lect ing a sl ight
increase compared to 31.4% of  2003.  

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
Euro 68 mil l ion (57 in 2003) ,  with a 19.7% increase.  The rat io to earned premi-
ums was equal  to 34.4%, ref lect ing an increase compared to 32.4% of  2003.  

Operating expenses were equal  to Euro 81 mil l ion (71 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These  operat ing  expenses  represented  39 .5% of  the  premiums,  s l ight ly
increasing compared to 38.6% of  2003.
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The technical balance for direct  business was posit ive at  Euro 45 mil l ion (44
in 2003) .

Considering investment income, the direct technical account result was pos-
i t ive at  Euro 52 mil l ion (50 in 2003) .

Taking the reinsurance balance into due account,  that  always contr ibuted in a
very marginal  way,  the overall  technical account result was posit ive at  Euro
55 mil l ion (46 in 2003) ,  representing 27.7% of  the premiums (26.6% in 2003) .

ASSISTANCE

Premiums for direct  domestic business by the 78 insurance companies oper-
at ing in this class were equal  to Euro 286 mil l ion in 2004 (+11.2% compared to
2003) ,  representing 0.8% of  the total  of  Non-Life premiums,  that  is  a value sub-
stantial ly  stable since 1998.
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LEGAL EXPENSES
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 98 110 126 144 164 184 205
Changes in premiums reserves (-) 4 7 7 7 7 9 8
Incurred claims (-): 31 31 31 38 52 57 68
- incurred claims cost for the current accident year (-) 35 35 38 41 45 55 64
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 4 4 7 3 -7 -2 -4
Balance of other technical items 0 0 -1 -2 -3 -3 -3
Operating expenses (-) 43 46 52 56 64 71 81
Direct technical balance 20 26 35 41 38 44 45
Investment income 5 4 5 5 5 6 7
Direct technical account result 25 30 40 46 43 50 52
Reinsurance results and other items -1 -1 -1 -1 0 -4 3
Overall technical account result 24 29 39 45 43 46 55

Annual % changes in premiums – 12.3% 14.2% 13.8% 14.4% 11.8% 11.7%
Combined ratio 76.3% 71.5% 67.1% 66.6% 71.8% 71.1% 73.9%
- Expense ratio 43.5% 41.8% 41.3% 38.9% 38.7% 38.6% 39.5%
- Loss ratio: 32.8% 29.6% 25.7% 27.7% 33.1% 32.4% 34.4%

- Loss ratio for the current accident year 37.1% 33.9% 31.9% 29.8% 28.9% 31.4% 32.4%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 4.3% 4.3% 6.2% 2.1% -4.2% -1.0% -2.0%

Technical balance/Earned premiums 20.9% 24.8% 29.2% 29.6% 24.1% 25.2% 23.0%
Technical account result/Earned premiums 27.0% 29.2% 33.5% 33.4% 27.6% 28.6% 26.5%
Overall technical account result/Earned premiums 25.0% 27.8% 32.8% 32.7% 27.2% 26.6% 27.7%

Premiums to total Non-Life premiums ratio (%) 0.4% 0.4% 0.5% 0.5% 0.5% 0.5% 0.6%

Indexes and changes (%) are calculated on data in  Euro thousand



The incurred claims cost  for  the current accident year ,  def ined as the sum of
the total  paid cost  and the total  reserved cost  for  al l  claims occurred in the
current accident year,  amounted to Euro 102 mil l ion (98 in 2003) ,  with a 3.8%
increase;  the rat io to earned premiums was equal  to 36.1%, ref lect ing a
decrease compared to 38.8% of  2003.  

The incurred claims cost  for  the f inancial  year ,  which includes i f  compared to
the incurred cost  of  the current year also the redundancy/deficiency of
reserves for  those claims incurred in previous accident years,  was equal  to
Euro 99 mil l ion (96 in 2003) ,  with a 3.5% increase.  The rat io to earned premi-
ums was equal  to 35.2%, ref lect ing a decrease compared to 37.9% of  2003.  

Operating expenses were equal  to Euro 88 mil l ion (80 in 2003)  and include
administrat ion expenses relat ing to the technical  management of  insurance
business,  acquisi t ion costs,  costs arising from premium col lect ion and costs
relat ing to the organisat ion and management of  the distr ibut ion network.
These operat ing expenses represented 30.9% of  the premiums (31.2% in 2003) .
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ASSISTANCE
Euro mi l l ion

1998 1999 2000 2001 2002 2003 2004

Gross written premiums 176 183 203 215 240 257 286
Changes in premiums reserves (-) 11 2 5 3 5 5 5
Incurred claims (-): 67 67 73 75 93 96 99
- incurred claims cost for the current accident year (-) 69 68 73 78 87 98 102
- redundancy/deficiency of reserves for those
- claims incurred in previous accident years 2 1 0 3 -6 2 3
Balance of other technical items -2 -6 -2 -2 -2 -2 -4
Operating expenses (-) 53 61 63 67 75 80 88
Direct technical balance 43 47 60 68 65 74 90
Investment income 3 2 3 2 2 2 -1
Direct technical account result 46 49 63 70 67 76 89
Reinsurance results and other items -10 -13 -16 -18 -16 -18 -12
Overall technical account result 36 36 47 52 51 58 77

Annual % changes in premiums – 3.6% 11.3% 5.6% 11.9% 7.0% 11.2%
Combined ratio 70.2% 70.3% 67.5% 66.6% 70.7% 69.2% 66.0%
- Expense ratio 30.0% 33.5% 31.0% 31.4% 31.4% 31.2% 30.9%
- Loss ratio: 40.3% 36.8% 36.5% 35.2% 39.3% 37.9% 35.2%

- Loss ratio for the current accident year 41.5% 37.5% 36.8% 36.9% 37.1% 38.8% 36.1%
- Redun./Defic. of reserves for previous years claims/
- Earned premiums 1.2% 0.7% 0.3% 1.7% -2.2% 0.9% 0.9%

Technical balance/Earned premiums 25.8% 26.1% 30.3% 31.9% 27.5% 29.2% 32.1%
Technical account result/Earned premiums 27.5% 27.3% 31.5% 32.9% 28.3% 30.3% 31.6%
Overall technical account result/Earned premiums 21.7% 19.8% 23.8% 24.5% 21.5% 22.8% 27.3%

Premiums to total Non-Life premiums ratio (%) 0.7% 0.7% 0.7% 0.7% 0.7% 0.8% 0.8%

Indexes and changes (%) are calculated on data in  Euro thousand



The technical balance for direct  business was posit ive at  Euro 90 mil l ion (74
in 2003) .

Considering investment income, the direct technical account result was pos-
i t ive at  Euro 89 mil l ion (76 in 2003) .

Taking the reinsurance balance into due account ,  the overall  technical
account result was posit ive at  Euro 77 mil l ion (58 in 2003) ,  representing 27.3%
of the premiums (22.8% in 2003) .
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In  2004  overal l  premiums for  direct  domest ic  business are
declining compared to the previous year. Professional reinsurance,
despite a decrease in premium income, registers in 2003 a
positive result  increasing compared to the previous year,  mainly
for the growth of  investment income and a decrease in operating
expenses and incurred claims cost .

Indirect  premiums were equal  to Euro 5,389 mil l ion,  representing a 9.2%
decrease compared to 2003.  These indirect  premiums represented 5.1% of  the
total ,  direct  and indirect ,  premiums (5.8% in 2003) .

Professional Reinsurers

Indirect  premiums for domestic and foreign business,  gross of  retrocession,
for  the insurance companies engaged only in reinsurance business (so-cal led
professional  reinsurers)  amounted to Euro 1,760 mil l ion in 2004,  representing a
3.7% decrease compared to 2003.

The market share of  professional  reinsurers on the whole indirect  business
increased from 30.8% in 2003 to 32.7% in 2004.

The t imeframe in  which the  re insurance operat ions  are  c losed only  enable
the f ina l  data ,  ba lance sheet  and income statement ,  for  2003  to  be  pre-
sented.  

The technical  account result  for  the Non-Life and Li fe classes,  net  of  retro-
ceded premiums,  was posit ive at  Euro 209 mil l ion (49 in 2002) ,  representing
15.0% of  the premiums (3.0% in 2002) .  The improvement of  the technical
account result ,  al though the reduction of  premiums,  was due,  on one hand,  to
an increase of  investment prof i ts  and,  on the other hand,  to a decrease in the
incurred claims cost  and in the operat ing expenses.

The result  for  the f inancial  year was posit ive at  Euro 257 mil l ion (60 in 2002) ;
the incidence on premiums recorded a strong increase (18.5% against  3 .7% of

DOMESTIC AND FOREIGN INDIRECT PREMIUMS
Euro mi l l ion

WHOLE PREMIUMS CHANGE % ON TOTAL DIRECT
MARKET % AND INDIRECT 

PREMIUMS

1997 5,215 6.7% 11.0%
1998 5,233 0.3% 9.3%
1999 4,678 -10.6% 7.0%
2000 5,401 15.5% 7.4%
2001 5,461 1.1% 6.7%
2002 5,683 4.1% 6.1%
2003 5,934 4.4% 5.8%
2004* 5,389 -9.2% 5.1%

(* )  ANIA est imate

PROFESSIONAL REINSURERS INDIRECT PREMIUMS 
Euro mi l l ion

REINSURERS PREMIUMS CHANGE % ON TOTAL
PROFESSIONAL % INDIRECT

PREMIUMS

1997 1,729 8.5% 33.2%
1998 1,835 6.2% 35.1%
1999 1,669 -9.1% 35.7%
2000 2,025 21.3% 37.5%
2001 1,891 -6.6% 34.6%
2002 2,171 14.8% 38.2%
2003 1,828 -15.8% 30.8%
2004* 1,760 -3.7% 32.7%

(* )  ANIA est imate



2002) .  The improvement of  the result  for  the f inancial  year is  l inked to a posi-
t ive result  of  technical  account but  also to the posit ive result  of  extraordinary
activi ty.
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PROFESSIONAL REINSURERS
Euro mi l l ion

PROFESSIONAL REINSURERS
Euro mi l l ion

INCOME STATEMENT* 1998 1999 2000 2001 2002 2003

Technical account
Indirect premiums 1,212 1,135 1,447 1,356 1,638 1,390
Changes in premiums reserves (-) 268 193 230 196 197 88
Investment income 210 159 219 176 201 277
Incurred claims (-) 914 760 1,083 934 1,146 998
Operating expenses (-) 367 339 425 404 445 364
Balance other profits and losses -8 7 -11 -12 -2 -8
Balance -135 9 -83 -14 49 209

Non-Technical account
Profits 49 33 32 21 25 44
Balance other profits and losses 12 -34 -20 -22 -6 -16
Balance of ordinary activities -75 8 -71 -15 68 237
Balance of extraordinary activities 2 -151 109 -1 12 54
Taxes on income (-) 6 9 3 0 20 34
Result for the year -79 -152 35 -16 60 257

(*) Technical items net of cessions and retrocessions

BALANCE SHEET 1998 1999 2000 2001 2002 2003

Liabilities
Net capital 422 424 457 449 558 708
Technical reserves 4,439 4,896 5,471 5,874 5,837 5,766
Funds and deposits from reinsurers 336 305 431 465 424 425
Debts and other liabilities 1,234 1,424 1,044 1,094 1,246 1,127
Total 6,431 7,049 7,403 7,883 8,065 8,026

Assets
Intangible assets 136 295 294 267 261 271
Investments 4,118 4,565 5,109 5,469 5,483 5,429
Technical reserves from reinsurers 899 1,084 1,196 1,260 1,190 1,136
Amounts owed by debtors 679 630 590 632 795 820
Miscellaneous 599 475 214 255 336 370
Total 6,431 7,049 7,403 7,883 8,065 8,026
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After years of  progressive decrease the number of  insurance
companies’  employees registers a slight  increase in 2004.

SUBORDINATE COLLABORATORS

At the end of  2004 the number of  staff  employed by insurance companies
total led 40,118 (+827 persons compared to 2003) .  Administrat ive staff ,  includ-
ing Managers,  total led 37,288 (+859 persons compared to 2003) ,  whereas sales
agents numbered 2,830 (-32 persons).  

After recording a progressive reduction since the end of  90’s,  the number of
employed workers increased by 2.1%; in part icular,  there was a 2.4% increase
(-1.5% in 2003)  for  administrat ive staff  ( including Managers) .  

NUMBER OF STAFF

YEAR ADMIN. SALES TOTAL

1999 38,481 4,141 42,622
2000 38,280 3,984 42,264
2001 38,414 3,332 41,746
2002 36,987 2,993 39,980
2003 36,429 2,862 39,291
2004 37,288 2,830 40,118

TOTAL COSTS RELATING TO STAFF
Euro mi l l ion

YEAR ADMIN. SALES TOTAL

1999 2,135 145 2,280
2000 2,201 155 2,356
2001 2,171 142 2,313
2002 2,119 117 2,236
2003 2,268 115 2,383
2004 2,394 129 2,523
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The overal l  expense for the staff  increased  in 2004 by 5.9% (6.6% in 2003) .
Between 1999 and 2004 there has been a decrease in the number of  employed
workers of  1 .2%, whereas the total  cost  increased by 2.0%; the unit  cost  for
each worker,  equal  to Euro 62,889 in 2004,  increased by 3.3% (3.0% for admin-
istrat ive staff  only and 5.4% for producers) .

ONGOING TRAINING

The topic of  ongoing training is  now a subject of  fundamental  importance and
not only in the European agenda but also in the I tal ian agenda.  The object ive
is to relaunch the competi t iveness of  the I tal ian and European economic sys-
tem to address the new market chal lenges represented by innovation,  by the
need to enhance human resources,  the professional  growth of  employees and
the necessary adaptat ion to new levels of  professional ism.

Keeping up to date professional ly  and the abi l i ty  to adapt to a competi t ive and
dynamic working environment requires a change in mental  att i tude both by
enterprises,  required to address the chal lenge of  internal  and international
competi t ion,  and by workers,  the knowledge and ski l ls  of  which must meet the
needs of  the continuously changing working environment.

The sett ing up of  the Forte and Fondir  inter-professional  funds by the services
industry entrepreneurs associat ions,  including ANIA and the relat ive Trade
Union counterparts,  to manage the ongoing training of  employees and of  exec-
ut ive managers,  respectively,  assumes signif icant importance in this frame-
work.  Recourse to the services provided by Forte and Fondir  wi l l  enable com-
panies to obtain loans to implement programmes based on the specif ic corpo-
rate needs and to schedule training sessions with long-term objectives.

The publ icat ion of  the f irst  two notices during 2004 (one relat ing to employees
and one relat ing to executive managers)  to present the training programmes
has rendered the foregoing Funds tangibly operat ional  and has ini t iated the
procedures to access the f irst  tranche of  the loans.

A national  framework agreement for  the sector was defined with the Trade
Union organisat ions,  and entered into last  15th December,  in order to faci l i tate
access to the loan opportunit ies guaranteed by the Joint  Fund for the ongoing
training of  the Services Industry ( ‘Fondo Paritet ico per la formazione continua
del  Terziar io’  – (Forte)) .

The foregoing agreement enables the insurance companies intending to use
the Forte loans to implement corporate training plans,  to achieve the foreseen
Trade Union consent based on a standard procedure relat ing to training,
which dif fers depending on whether this act iv i ty  is  already foreseen by the
National  col lect ive or supplementary agreement.



180

Human resources and the operational area

Italian insurance in 2004/2005

An interest ing aspect of  the agreement is  represented by the introduction of
an innovative practice relat ing to Trade Union relat ions focusing on conci l ia-
t ion and assessment.

The  cyc le  o f  3  conferences  i s  o rgan ised  wi th in  th is  f ramework ,  and  i s
imp lemented  through  Enb i fa  and  wi th  the  d i rec t  co l labora t ion  o f  I rsa ,  and
des igned  for  insurance  compan ies  and  the  Trade  Un ions ,  and  focuses
o n  t h e  o p p o r t u n i t i e s  o f f e r e d  b y  t h e  b i l a t e r a l  m a n a g e m e n t  o f  t r a i n i n g
act iv i t ies .

Tr a i n i n g  c o u r s e s  h a v e  b e e n  o f f e r e d  t o  2 , 2 0 0  e m p l o y e e s  o f  c o m p a n i e s
located  throughout  the  country,  corresponding  to  a  to ta l  o f  more  than
40 ,000  hours  t ra in ing  through the  loans  obta ined  to-date  f rom the  For te
Fund.

BILATERAL TRAINING ENTITY

Numerous seminar and conference ini t iat ives were organised during 2004 at
associated companies and at  Cnel  through the insurance sector’s Bi lateral
Training Ent i ty  (Enbifa)  on topics such as social  responsibi l i ty,  equal  opportu-
nit ies,  mobbing;  the ini t iat ives involved the companies’  employees and Trade
Union middle management.

Further seminar ini t iat ives such as the seminars on the subject of  bi lateral
training culture,  were organised with the col laborat ion of  Irsa,  with which a
prof i table col laborat ion has been establ ished.

The foregoing activi t ies were greatly appreciated by the sector operators,  and
in addit ion to providing information and comparison aspects on the new eco-
nomic scenarios,  provided the possibi l i ty  for  constructive comparisons among
the representat ives of  the business,  Trade Union and the University worlds.

STAFF TRAINING ON EMPLOYMENT-RELATED LEGAL AND CONTRACTUAL
REGULATIONS

Study days and in-depth analysis sessions were organised during the year,  in
cooperat ion with Irsa,  designed for the employees of  associate companies
and focussed on the regulat ions relat ing to  the employment  market ,  as
amended by Legislat ive Decree No.  276/2003,  as wel l  as relat ing to hol idays,
working hours and Trade Union sett lements.

The foregoing training ini t iat ives were held by f irmly establ ished experts,  and
have enabled 70 hours training to be offered,  structured over 9 study meetings
between Rome and Milan,  in which approximately 250 persons part icipated.
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OCCUPATIONAL SUPPORTING ACTIONS

During 2004 the compulsory administrat ive l iquidat ion Fund,  establ ished within
the I tal ian National  Social  Security Inst i tute ( Inps) ,  assigned the avai lable
f inancial  resources foreseen to everyone that  had submitted a request and
that met the requirements establ ished by law, to faci l i tate the early ret irement
of  workers employed by the trustee managed companies subject to compul-
sory winding-up.  The foregoing result  was achieved through careful  f inancial
management by the Fund’s Board of  Directors,  Ania has a presence on the
Board with two representat ives.

Therefore,  i t  was possible to propose and to obtain confirmation from ‘ Inps’
regarding the suspension also for  2005 of  the ordinary 0.50% contr ibut ion on
the wage/salary subject to compulsory contr ibut ion to f inance the Fund,  which
the companies are committed to paying.  Achieving the foregoing result  wi l l
enable the cost  of  labour to remain unchanged as regards this aspect.

EUROPEAN COMPANY AND THE INVOLVEMENT OF WORKERS

ANIA, together with ABI,  Confindustr ia,  Confcommercio,  Confserviz i  and the
confederal  Trade Union organisat ions signed the joint  not ice in March 2005 to
incorporate Community Direct ive No.  2001/86 in the I tal ian legal  system. The
Community Direct ive refers to the involvement of  workers in companies estab-
l ished in the form of  European companies,  in accordance with the procedures
set out  in Regulat ion No.  2157/2001.

The joint  not ice concludes protracted negotiat ions between the two sides of
industry,  which are based on the Government’s invitat ion to def ine a posit ion
as regards this aspect,  in l ine with the community instruct ions,  which foresee
the transposit ion in law of  agreements entered into by the two sides of  indus-
try to implement European direct ives.  The joint  not ice was forwarded to the
Ministry of  Social  Pol icies to draw up the reference law for the direct ive to be
issued within 30th May 2005.

The European Company model  enables companies operat ing in di f ferent mem-
ber countr ies to organise their  business act ivi t ies based on a uniform legal
framework,  without being under an obl igat ion to comply with legal  and practi-
cal  restraints ar ising from the object ive dif ferences of  the single nat ional  leg-
islat ions;  the model  may be freely adopted by companies from 8.10.2004,  the
date on which the Regulat ion CE 2157/2001 comes into force.

The involvement of  workers in managing the European company is  l imited to
information and to consultat ion of  the workers.
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In 2004 the positions reached in previous years are confirmed:
agents in the Non-Life classes and banks in Life classes represent
the main sales channels.  Direct marketing in Life class is rising
constantly.  

LIFE BUSINESS

In 2004 al l  distr ibut ion channels suffered from a decrease in the demand for
Life products;  except direct  sales which registers a 21.0% increase compared
to 2003 ( table 1) .

Col lect ion made through bank counters,  equal  to 58.6% of  the total ,  increased
by 4.1% compared to 2003,  a value that  is  s l ight ly  lower than the average one
observed in the f ive years from 2000 to 2004 (+15.6%).

Contained growth rates characterised the distr ibut ion of  L i fe products through
agencies (about 6% both in 2003 and in 2004) .  The weight of  this channel  on
the total  col lect ion is  equal  to about 19% in 2004,  a value that  is  substantial ly
stable since 2001.

The sale of  L i fe products through f inancial  advisers decreases (-10.4% in 2004,
-11.7% in 2003) ;  their  share on the total  decreased from 11.2% in 2003 to 9.5%
in 2004.

In the last  f ive years direct  sales incidence on the total  col lect ion is  in con-
stant growth,  reaching almost 13% in 2004,  with an average yearly decrease in
the last  f ive years of  24.6%.

TABLE 1 -  DISTRIBUTION CHANNELS ANALYSIS -  YEARS 2000-2004

LIFE CLASS

Gross written premiums Mean
CHANNELS (Euro million) Market share (%) Mean Annual change (%) change (%)

2000 2001 2002 2003 2004 2000 2001 2002 2003 2004 (2000-2004) 2000 2001 2002 2003 2004 (2000-2004)

Bank counters 21,523 28,353 31,113 36,980 38,479 54.1 61.2 56.3 58.9 58.6 58.0 21.4 31.7 9.7 18.9 4.1 15.6
Agents 10,742 8,293 10,864 11,530 12,176 27.0 17.9 19.6 18.3 18.6 19.9 10.9 -22.8 31.0 6.1 5.6 3.2
Direct sales 3,421 4,077 4,937 6,815 8,248 8.6 8.8 8.9 10.9 12.6 10.2 4.5 19.2 21.1 38.0 21.0 24.6
Financial advisers 3,740 5,189 7,903 6,977 6,250 9.4 11.2 14.3 11.2 9.5 11.1 -16.6 38.8 52.3 -11.7 -10.4 13.7
Brokers 358 417 477 479 474 0.9 0.9 0.9 0.7 0.7 0.8 -16.2 16.5 14.3 0.5 -0.9 7.3

Total 39,784 46,329 55,294 62,781 65,627 100.0 100.0 100.0 100.0 100.0 100.0 11.8 16.5 19.4 13.5 4.5 13.3
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Table 2 shows the distr ibut ion of  the single Li fe products in the dif ferent dis-
tr ibut ion channels;  remarks fol low on the results concerning the total  premium
income (both individual  and group contracts) .

As to class I  pol icies ( insurances on human l i fe length)  distr ibut ion incidence
through bank counters was more than 56%; through agents 24.8% and by direct
sale 13.2%.

For  c lass  I I I  po l ic ies  (un i t  and  index- l inked)  co l lect ion  through bank  coun-
ters  and  f inanc ia l  adv isers  preva i ls  (wi th  market  shares ,  respect ive ly,
equal  to  72 .4% and 18 .9%) .  D is t r ibut ion  through agencies  (7 .6%)  is  re la-
t ive ly  low.

Direct sale and bank counters are two of  the main col lect ion channels for  pure
capital isat ion pol icies (class V) ,  with about 37% of  premium col lect ion for
each channel .  Agents’  share is  s l ight ly  higher than 23%. 

TABLE 2
BREAKDOWN OF L IFE MARKET PER DISTRIBUTION 

CHANNEL AND CLASS (%) -  YEAR 2004

(*)  The premiums relat ive to  the Indiv idual  pension
schemes are dist r ibuted in  c lass I  -  human l i fe  or

c lass I I I  -  l inked,  depending on the contract

CLASSES
AGENTS BROKERS BANK FINANCIAL DIRECT TOTAL

COUNTERS ADVISERS SALES

INDIVIDUAL POLICIES
I - Human life 24.9 0.3 59.4 4.6 10.8 100.0
III - Linked 7.6 0.1 72.5 18.9 0.9 100.0
IV - Healthcare 76.7 1.4 9.8 3.8 8.3 100.0
V - Capitalization 22.0 0.2 47.4 2.5 27.9 100.0
VI - Pension funds 61.9 0.1 19.5 1.1 17.4 100.0
Ind. pens. schemes (*) 59.1 0.3 17.7 18.2 4.7 100.0
TOTAL INDIVIDUAL 18.1 0.2 62.7 10.2 8.8 100.0

GROUP POLICIES
I - Human life 24.1 15.7 8.5 0.9 50.8 100.0
III - Linked 7.4 7.5 0.0 0.9 84.2 100.0
IV - Healthcare 0.1 93.7 0.0 0.0 6.2 100.0
V - Capitalization 25.9 1.3 12.2 1.2 59.4 100.0
VI - Pension funds 20.0 0.1 8.3 1.6 70.0 100.0
TOTAL GROUP 25.0 6.6 10.7 1.1 56.6 100.0

TOTAL POLICIES
I - Human life 24.8 1.3 56.3 4.4 13.2 100.0
III - Linked 7.6 0.1 72.4 18.9 1.0 100.0
IV - Healthcare 3.6 89.5 0.4 0.2 6.3 100.0
V - Capitalization 23.2 0.5 36.7 2.1 37.5 100.0
VI - Pension funds 39.4 0.1 13.5 1.3 45.7 100.0
Ind. pens. schemes (*) 59.1 0.3 17.7 18.2 4.7 100.0
TOTAL LIFE CLASSES 18.6 0.7 58.6 9.5 12.6 100.0
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But agents remain the most act ive channel  in the sale of  individual  level  pen-
sion products (mostly IPP,  with about 60% of  the total ,  but  also adhesions to
class VI  pension funds,  with about 40%);  most part  of  the sale of  class VI  prod-
ucts with group adhesion is  made through direct  sales,  with more than 45% of
the total  col lect ion.

NON-LIFE BUSINESS

In 2004 ( table 3)  85.3% of  premium income in Non-Life classes was made
through agents,  a value near the 2003 one but sl ight ly  lower than the ones in
the two years going from 2000 to 2002.  This channel ’s  growth in 2004 (+3.7%
compared to 2003)  is  in l ine with the trend of  the whole sector (+3.5%).

Brokers remain the second distr ibut ion channel  for  Non-Life products with
7.6% of  the overal l  premium col lect ion;  in 2004 the growth rate was 4.9%, cor-
responding to the average half  yearly value registered in the f ive years going
from 2000 to 2004.

Direct  sale,  thanks to strong increases registered in the last  years in the
internet and telephone channels,  covers in 2004 6.0% of  premium income, a
value unvaried compared to 2003.  Between 2000 and 2004 income increase
through this channel  was considerable,  going from Euro 1,310 mil l ion to Euro
2,113 mil l ion,  with an average yearly growth of  almost 13%. 

On the other hand,  the weight of  bank counters and f inancial  advisers was
very contained who col lect  premiums for sl ight ly  more than 1% of  the total .  

TABLE 3 -  DISTRIBUTION CHANNELS ANALYSIS -  YEARS 2000-2004

NON-LIFE CLASSES

Gross written premiums Mean
CHANNELS (Euro million) Market share (%) Mean Annual change (%) change (%)

2000 2001 2002 2003 2004 2000 2001 2002 2003 2004 (2000-2004) 2000 2001 2002 2003 2004 (2000-2004)

Agents 24,586 25,976 27,876 29,165 30,235 88.2 86.8 86.1 85.2 85.3 86.2 5.8 5.7 7.3 4.6 3.7 5.3
Brokers (*) 1,784 2,215 2,446 2,549 2,674 6.4 7.4 7.5 7.5 7.6 7.3 -5.6 24.1 10.4 4.2 4.9 10.6
Direct sales 1,310 1,436 1,747 2,048 2,113 4.7 4.8 5.3 6.0 6.0 5.4 31.4 9.6 21.6 17.2 3.2 12.7

of which: internet and
phone sales 223 329 503 737 856 0.8 1.1 1.5 2.2 2.4 1.7 n.d. 47.6 52.7 46.6 16.2 40.0

Bank counters 167 269 312 422 360 0.6 0.9 1.0 1.2 1.0 1.0 59.3 61.0 15.8 35.2 -14.7 21.1
Financial advisers 28 30 34 29 29 0.1 0.1 0.1 0.1 0.1 0.1 6.2 7.4 13.6 -14.7 -1.6 0.6

Total 27,875 29,926 32,415 34,213 35,411 100.0 100.0 100.0 100.0 100.0 100.0 6.2 7.4 8.3 5.5 3.5 6.2

(* )  The data do not  include the premiums col lected by brokers  and presented to agencies



186

Insurance distribution

Italian insurance in 2004/2005

More than 90% of  the col lect ion in motor insurance classes ( third party motor
l iabi l i ty  and land vehicles)  is  made through agents,  5% through direct  sale and
2.7% through brokers.

In  the other  Non-Li fe  c lasses prevai ls  the col lect ion through agents ,  except
for  the t ransport  sector  ( ra i lway craf t ,  a i rcraf t ,  sh ips ,  goods in  t ransi t ,  a i r -
craf t  th i rd  party  l iabi l i ty )  where col lect ion through brokers  and agencies
prevai ls .

TABLE 4
BREAKDOWN OF NON-LIFE MARKET PER DISTRIBUTION

CHANNEL AND CLASS (%) -  YEAR 2004

(*) The data do not  include the premiums col lected by
brokers  and presented to agencies

CLASSES
AGENTS BROKERS(*) BANK FINANCIAL  AGENCIES IN     OTHER TYPES OF DIRECT SALES TOTAL

COUNTERS ADVISERS ECONOMY TELEPHONE INTERNET OTHER
SALES

Motor liability 92.0 2.4 0.9 0.0 0.9 2.9 0.9 0.0 100.0
Land vehicles 88.4 4.8 0.9 0.0 2.4 2.5 0.9 0.1 100.0
Total Motor 91.5 2.7 0.9 0.0 1.1 2.9 0.9 0.0 100.0

Accident 86.0 7.6 1.2 0.4 3.6 0.5 0.2 0.5 100.0
Sickness 63.1 18.9 2.2 0.8 12.6 0.0 0.0 2.4 100.0
Railway craft 60.6 7.3 0.0 0.0 32.1 0.0 0.0 0.0 100.0
Aircraft 26.6 53.0 0.0 0.0 20.4 0.0 0.0 0.0 100.0
Ships 14.4 68.5 0.0 0.0 17.1 0.0 0.0 0.0 100.0
Goods in transit 46.1 46.8 0.0 0.0 5.9 0.0 0.6 0.6 100.0
Fire and natural forces 78.2 13.1 2.1 0.0 6.5 0.0 0.0 0.1 100.0
Other damages to property 80.7 13.4 1.0 0.1 4.7 0.0 0.0 0.1 100.0
Aircraft third party liability 14.7 30.9 0.0 0.0 54.4 0.0 0.0 0.0 100.0
Ships third party liability 94.4 3.1 0.1 0.0 1.4 0.6 0.3 0.1 100.0
General third party liability 80.9 13.1 0.4 0.0 5.6 0.0 0.0 0.0 100.0
Credit 76.0 13.8 0.7 0.0 9.5 0.0 0.0 0.0 100.0
Suretyship 80.4 11.8 0.3 0.0 7.4 0.0 0.0 0.1 100.0
Miscellaneous financial loss 73.0 16.7 1.9 0.0 4.0 0.4 0.2 3.8 100.0
Legal expenses 83.7 7.7 1.7 0.0 2.3 2.9 0.6 1.1 100.0
Assistance 77.7 6.6 1.5 0.3 4.2 3.7 1.2 4.8 100.0

Total Non-Motor 76.5 14.7 1.2 0.2 6.5 0.2 0.1 0.6 100.0
Total Non-Life classes 85.3 7.6 1.0 0.1 3.3 1.8 0.6 0.3 100.0
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COMPLETION OF THE SINGLE MARKET IN THE EUROPEAN UNION

The membership of  ten new member countr ies in the European Union,  eight  of
which are members of  Central  Europe and two countr ies are in the Mediter-
ranean area,  completed on 1st  May 2004,  represents a turning point  and a
chal lenge at  the same t ime.  A turning point ,  because this enlargement,  which
is the most signif icant in the history of  the European Union,  means the Euro-
pean Union attains a surface area of  more than four mi l l ion sq.km. where over
450 mil l ion consumers l ive,  transforming the European Union into a top rank-
ing pol i t ical  and economic real i ty  on a global  scale.  A chal lenge,  because the
extension of  the ‘acquis communautaire ’ to the new member countr ies,  in
other words the incorporat ion of  European legislat ion in the respective legal
systems has not  yet  been completed,  al though i t  is  at  an advanced stage.

The European inst i tut ions have adopted a new legislat ive procedure,  for  each
sector ( the so-cal led Lamfalussy procedure) ,  which is  more f lexible than the
“co-decision” procedure and entai ls  a concurrent commitment of  the Euro-
pean Commission,  Counci l  and Parl iament.  Moreover,  this new procedure
focuses on the study of  the new Plan of  act ion for  the f inancial  services relat-
ing to the next  f ive-year period,  aiming at  the simpl i f icat ion and rat ional isa-
t ion of  the current legislat ion,  as a prior i ty  requirement,  whi le also discourag-
ing new init iat ives i f  not  proven to be necessary.  The new legislat ive proce-
dure is  designed to address the problems arising from the membership of  ten
new member countr ies and to complete the single market for  the single f inan-
cial  sectors.

LAMFALUSSY PROCEDURE

The European commission has prepared a new legislat ive procedure also for
the insurance sector,  in order to accelerate the complet ion of  the single mar-
ket ,  in accordance with the measures already adopted for the equity market
and for the banking sector.

The procedure is  s tructured on four  levels :  ( I )  the f i rs t  level  focuses on
establ ishing the f ramework provis ions prepared by the European Commis-
s ion,  Counci l  and Par l iament  based on the current  co-decis ion procedure;
( I I )  the second level  focuses on the implementat ion regulat ions for  the fore-
going f ramework provis ions,  under  the Commission’s  contro l ,  wi th  the part ic-
ipat ion of  a  regulators  commit tee (European Insurance and Occupat ional
Pensions Commit tee –  EIOPC) ,  supported by a  superv isors  commit tee (Euro-
pean Insurance and Occupat ional  Pensions Superv isors  –  CEIOPS) ;  ( I I I )  the
third  level  concerns the t ransposi t ion and the appl icat ion of  the f i rs t  and
second level  regulat ions with in  the member countr ies  under  the superv is ion
of  the CEIOPS;  ( IV)  the fourth  level  consists  in  moni tor ing the correct  imple-
mentat ion of  the foregoing regulat ions with in  the European Union v ia  a  spe-
ci f ic  Commission.



The E IOPC (European Insurance Occupat iona l  Pens ions  Commit tee)  i s  com-
posed o f  h igh- leve l  min is ter ia l  representat ives  o f  the  member  countr ies ;
the  Commit tee  prov ides  suppor t ing  and  consu l t ing  suppor t  to  the  European
Commiss ion  to  process  communi ty  leg is la t ion  in  co l laborat ion  wi th  the
CEIOPS.

The CEIOPS (Committee of  European Insurance and Occupational  Pensions
Supervisors)  is  composed of  representat ives of  the Supervisory Authori t ies of
the member countr ies;  the committee ful f i ls  the consult ing and monitoring
functions concerning the implementat ion of  community legislat ion and the
harmonisat ion of  supervisory practices.

In ful f i l l ing i ts  dut ies,  the CEIOPS is supported by a consult ing Panel  com-
posed of  representat ives of  insurance companies,  pension funds,  brokers,
actuaries,  accounting experts and consumers,  to receive the opinion of  the
part ies interested in the topics under discussion.

The new legislat ive procedure has already been implemented for the purposes
of def ining the reform project  of  the insurance industry’s f inancial  guarantees
(Solvency I I ) .

NEW PLAN OF ACTION FOR FINANCIAL SERVICES

The European Commission had issued a plan of action in 1999 relating to f inan-
cial  services (so-called PASF),  that was adopted as a guideline by the commu-
nity legislator during the 1999-2004 f ive-year period to achieve the integration
of the single market for f inancial  services.

Implementat ion of  the programme in the t imeframes establ ished and in part ic-
ular,  the adoption of  39 of  the 42 measures foreseen therein by the member
countr ies (several  of  which relate to the insurance business)  prompted the
Commission to consult  the f inancial  sector,  by creating a group of  experts for
each of  the sectors involved,  in order to assess the level  of  integrat ion
achieved and the ini t iat ives to be put  in place over the next  f ive-year period
for the purpose of  achieving the relat ive complet ion.

The Commission produced a Green Book in May 2005 after the f irst  round of
consultat ions.  The Green Book is  broadly based on a declarat ion of  intent  for-
mulated by the last  Counci l  Chairmen in off ice,  as wel l  as the expectat ions
expressed by the operators and by the trade associat ions ( including CEA and
the National  member associat ions) .

The Green Book identi f ies a number of  pr ior i ty  pol i t ical  object ives to be pur-
sued during the next  f ive-year period.  These include:

– a regulatory respite,  which however,  should not  involve either the meas-
ures currently under study or future measures,  the usefulness of  which is
cert i f ied by specif ic impact assessments;
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– the simpl i f icat ion and consol idat ion of  current community legislat ion,  com-
bined with a veri f icat ion of  the relat ive implementat ion by member coun-
tr ies and a systematic retrospective assessment of  the impact on the Euro-
pean f inancial  system;

– the adoption of  a more eff icient  and effect ive monitoring scheme at  a Euro-
pean level ,  to be implemented with a more precise def ini t ion of  the roles
and responsibi l i t ies of  the National  supervisory bodies,  to achieve the
effect ive harmonisat ion of  the monitoring systems.

The European Commission wil l  del iver the new Plan of  act ion relat ing to f inan-
cial  services (2005-2010)  in a White Book in the forthcoming months,  after  tak-
ing into account the contr ibut ions and the observations made to the Green
Book.  The White Book wil l  be publ ished next  November,  wi l l  detai l  the legisla-
t ive ini t iat ives which wil l  be adopted in future years.

C o n c u r r e n t l y ,  i t  s h o u l d  b e  n o t e d  t h a t  t h e  E u r o p e a n  C o m m i s s i o n  h a s
recent ly  p repared  a  new va lua t ion  sys tem for  the  admin is t ra t i ve  cos ts  o f
the  communi ty  leg is la t ion  cur rent ly  in  fo rce  and  under  s tudy,  wh ich  can  be
app l ied  usefu l l y  in  v iew o f  the  cur rent  imp lementa t ion  o f  the  fu ture  P lan  o f
act ion .

FIFTH MOTOR LIABILITY DIRECTIVE

The European Counci l  formally adopted the f i f th motor l iabi l i ty  direct ive on
18th Apri l  2005,  approving the amendments proposed by the European Parl ia-
ment in the second reading.

The measure wil l  come into force on the date i t  is  publ ished in the Off icial
Journal  of  the European Union,  and the member countr ies shal l  implement the
measure within two years from the foregoing date,  and therefore during 2007.

The principal  regulat ions contained in the measure relate to the fol lowing
aspects:

– increase of  the minimum legal  coverage to Euro 1 mi l l ion per claim event
for property damage and to Euro 1 mi l l ion for  each vict im or to Euro 5 mi l-
l ion per claim event,  for  personal  injury,  regardless of  the number of  v ic-
t ims ( the previous value,  establ ished by the second motor l iabi l i ty  direct ive
(84/5/EEC) was equal  to Euro 600 thousand per claim event) ;

– the r ight  of  member countr ies to have a f ive year transit ion period from the
date the direct ive is  implemented in their  own legal  system to adjust  the
appl icable insurance coverage to the levels indicated above;

– the f ive year review of  al l  the legal  minimum coverage arrangements,  to
take into account the changes in the European consumer prices index;

– the extension of the indemnity offer procedure foreseen in the fourth motor
l iabil i ty directive (2000/26/EC) relating to claim events occurring abroad, in
favour of the victims of claim events occurring in their country of residence;
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– the concurrent extension to the vict ims of  these claim events of  the r ight
to receive the same information to be provided by the National  information
centres establ ished by the foregoing direct ive for  the vict ims of  claim
events occurring abroad;

– release of  a r isk status cert i f icate by the insurer,  val id throughout the
European Union,  concerning third-party l iabi l i ty  cover of  the insured vehi-
cle for  the last  f ive years;

– suppress ing  the  r igh t  o f  the  member  count r ies  to  l im i t  the  compensat ion
to  be  borne  by  the  road  v ic t ims  guarantee  funds  re fer red  to  proper ty
damage  caused  by  un insured  veh ic les ,  o r  to  exc lude  the  fo rego ing  i f
c a u s e d  b y  u n i d e n t i f i e d  v e h i c l e s  a s s o c i a t e d  w i t h  s e r i o u s  p e r s o n a l
in ju ry ;

– a  temporary  derogat ion  of  the  ru le  concern ing the  determinat ion  of  the
member  country  where the  r isk  is  located des igned to  fac i l i ta te  insur-
ance cover  of  road vehic les  imported by  one member  country  to  the
other.

DIRECTIVE RELATING TO PARITY TREATMENT OF MEN/WOMEN

The European Union Counci l  adopted a  d i rect ive on 13th  December 2004
introducing the par i ty  t reatment  pr incip le  between the two sexes,  having
regard  to  the  access  to  goods  and  serv ices  and  to  the i r  supp ly  (No .
2004/113/EC) .

The direct ive was publ ished in the Off icial  Journal  of  the European Union on
21st  December 2004:  member countr ies shal l  implement the contents in their
respect ive  legal  systems wi th in  three years ,  and therefore,  wi th in  21st
December 2007.

The  measure  extends  the  par i ty  t reatment  pr inc ip le  between the  two sexes
to  a l l  insurance contracts  wr i t ten  a f ter  the  measure  has  been implemented .
However,  the  member  countr ies  may  a l low d i f ferences  in  the  premiums and
in  the  ind iv idua l  benef i ts  depending  on  the  person ’s  sex ,  i f  th is  feature  rep-
resents  a  cruc ia l  factor  in  the  r isks  assessment ;  prec ise  actuar ia l  and  s ta-
t is t ica l  ev idence is  requ i red  to  demonstra te  th is ,  and  the  data  must  be
compi led ,  pub l ished  and  kept  up- to-date  under  the  contro l  o f  the  member
countr ies .

The member countr ies wil l  review the derogations which may have been
granted within f ive years from the date the direct ive is  implemented,  taking
into account the report  that  wi l l  be submitted in this regard by the European
Commission to Parl iament and to the Counci l .

Costs  re lat ing to  pregnancy and materni ty  shal l  not  be subject  to  deroga-
t ions,  but  the member countr ies  may defer  appl icat ion of  the foreseen regu-
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la tory  measure for  a  maximum per iod of  two years  f rom the date of  imple-
mentat ion.

DIRECTIVE PROPOSAL RELATING TO REINSURANCE

The measure is  designed to subject pure reinsurance companies to a uniform
supervisory regime based on the principles of  a single l icence and monitoring
by the country of  or igin,  an arrangement that  has been in force already for
some t ime in the case of  direct  insurance companies.

Among other aspects,  the measure proposes to el iminate the restraints cur-
rently in force in some of  the European Union member countr ies relat ing to
reinsurance companies and to faci l i tate their  access to the main extra-Euro-
pean markets and,  in part icular,  to the United States,  where their  act iv i t ies
are subject to considerable restr ict ions – for  instance restr ict ions include
establ ishing f ixed deposits – motivated by a claimed lack of  adequate control
in the countr ies of  or igin.

The  new f ramework ,  a l though  sub ject  to  a  number  o f  a t tenuat ing  cond i -
t ions ,  reproduces  c lose ly  the  current  se t  o f  ru les  regu la t ing  d i rect  insur-
ance ,  sub ject ing  the  companies  o f  the  sector  to  a  ser ies  o f  prov is ions ,
which  inc lude :

– holding a single authorisat ion,  issued by the member country of  or igin,
which authorises the company to operate both with freedom of  establ ish-
ment and freedom to provide services throughout the European Economic
Area,  under the control  of  the member country in quest ion;

– a minimum capital  of  Euro three mil l ion is  to be held,  reducible to Euro one
mil l ion in the case of  subsidiary companies,  and establ ishment of  a sol-
vency margin calculate,  both in the case of  Non-Life reinsurance and in the
case of  L i fe reinsurance,  in compliance with the procedures establ ished
for direct  Non-Life insurance.  An exception appl ies to a number of  prod-
ucts for  which the relat ive margin is  to be calculated on the basis of  the
cri ter ia appl icable for  direct  L i fe insurance;

– set t ing  up  adequate  techn ica l  reserves  in  re la te  to  the  k ind  o f  ac t i v i t ies
engaged  in ,  to  be  matured  by  wide ly  t raded  assets ,  chosen  tak ing  in to
account  the  type  o f  t ransact ions  engaged  in  and  ensure  the  necessary
guarantees  in  re la t ion  to  l iqu id  assets ,  secur i ty,  qua l i t y  and  pro f i ta -
b i l i t y.

These new rules ensure equal  treatment among the pure reinsurance compa-
nies and mixed companies (operat ing in both direct  insurance and reinsurance
business) ,  expending their  f ield of  appl icat ion to indirect  insurance business,
writ ten by mixed companies i f  the amount involved exceeds a given thresh-
olds,  provided that  this business is  managed separately.
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DIRECTIVE PROPOSAL RELATING TO DRAWINGS AND MODELS

The direct ive proposal  relat ing to the protection of  drawings and models is
designed to amend direct ive 98/71/EC,  harmonising the protection regime
included therein and introducing the so-cal led repair  clause,  which excludes
from this regime those components which are essential  to restore the opera-
t ion or the visual  aspect of  a given product.

The measure under review has a strong importance for the production and
marketing of  spare parts for  motor vehicles,  therefore i t  is  being fol lowed with
great interest  both by insurers and the automotive industry,  part icularly in
countr ies such as Austr ia,  France,  Germany,  Greece,  Portugal  and the north-
ern countr ies where a protectionist  regime is st i l l  in  force.

I t  is  therefore l ikely that  the measure wil l  meet with strong opposit ion in the
various stages of  the approval  procedure,  currently in the ini t ial  stage,  there-
fore i ts  approval  could require a very long t ime.

DIRECTIVE PROPOSAL RELATING TO SERVICES ON THE INTERNAL MARKET

The direct ive proposal  about services in the internal  market is  designed to
implement the freedom of  establ ishment of  providers and the free circulat ion
of services among member countr ies,  making effect ive the exercise of  these
two fundamental  r ights establ ished by the Treaty through a gradual  evolut ion
which should be completed within 2010.

This directive applies to a broad range of services, albeit with a number of
exceptions, among which financial services, since these are already subjected
to uniform regulations. It  states, in particular, that the services providers are
subject exclusively to the provisions of the member country of origin.

Even though insurance services are excluded from the f ield of  appl icat ion of
this direct ive,  the proposal  is  under the attent ion of  European insurers in ref-
erence to the obl igat ion for  professional  third-party coverage made compul-
sory for  al l  providers of  services which could represent a hazard to the health
or to the safety of  the receiver or  a third-party.  In fact ,  the extremely vague
aspect of  this obl igat ion,  which is  appl icable to several  categories of  profes-
sionals would entai l  serious dif f icult ies in the preparat ion of  the related r isk
prof i les,  required in order to determine correctly the insurance cover and the
rates.

The measure  has  s tar ted  i ts  approval  procedure  at  the  European Counci l
and Par l iament ,  generat ing  s t rong cr i t ic ism by  the  var ious  member  coun-
t r ies ,  concern ing in  par t icu lar  the  pr inc ip le  of  the  country  of  or ig in ,  which
makes i ts  approval  very  uncerta in  wi thout  major  amendments  to  the  text
being in t roduced.
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TOWARDS THE GLOBALISATION OF INSURANCE BUSINESS

Deregulat ion of  insurance services worldwide was launched in 1997 by the
World Trade Organisat ion (WTO),  with the General  Agreement on Trade in Ser-
vices (GATS) which is  designed to open up the market of  the member coun-
tr ies,  by implementing the principles of  nat ional  treatment and the most
favoured nation.  A disputes sett lement mechanism and by sanctioning provi-
sions ensure the compliance with these principles.

The Agreement seems to achieve two objectives in the insurance industry:  the
implementat ion of  the freedom of  establ ishment,  through agents and sub-
sidiary companies and the introduction of  free services in a number of  spe-
cif ic business such as the insurance of  international  cargo transport  and rein-
surance.

However,  this deregulat ion process fai led to l ive up to the expectat ions of  the
European Union from the very beginning,  considering the l imited nature of  the
commitments undertaken by non-EU partners in relat ion to the commitments
undertaken by the European Union.

The s igni f icant  d i f ferences which exist  between the developing countr ies
and the industr ia l ised countr ies  have been the cause of  cont inuous post-
ponements  to  the new negot iat ing round ( the Mi l lennium Round)  that  the
WTO planned to  start  at  the beginning of  2000 in  order  to  make fur ther
progress a long the route to  achieving deregulat ion for  the t rading of  goods
and serv ices.

The WTO Counci l  succeeded in ending this long stalemate last  1st  August with
the adoption of  the so-cal led “July package”,  promoting new negotiat ions
based on f ive strategic areas,  including services.  The negotiat ions should end
in December 2005 at  the t ime of  the ministerial  conference in Hong Kong.

Intense preparatory work is  in progress in Geneva designed both to assess the
deregulat ion proposals which have been submitted so far  by the single coun-
tr ies,  and where possible,  to re-propose them with a view to improving the
content and to expedite the countr ies that  are more reluctant to submit  their
own proposal .

A special  mention must be made of  the strong pro-active role played by CEA in
the insurance framework during these months,  with the col laborat ion of  a
number of  member Associat ions,  including ANIA, part icularly with regard to
the principal  non-European countr ies (Brazi l ,  China,  India,  Mexico and the
United States) ,  in order to receive their  deregulat ion proposals in l ine with the
very generous proposal  drawn up by the European Union at  the t ime.
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RECENT TAX-RELATED MEASURES

Technical reserves taxation

1.  Decree Law No. 168 of  12th July 2004 containing “Urgent measures to l imit
publ ic expenditure”,  converted into Law No. 191 of  30th July 2004,  has inter-
vened for the insurance sector on the provisions of  Decree Law No. 209 of
24th September 2002,  which introduced a form of  taxat ion on the mathematical
reserves of  the Li fe insurance classes.  The Decree Law introduced two signif-
icant amendments:  an increase in the tax rate and a tax credit  recovery sce-
nario,  in addit ion to the scenario already foreseen,  entai l ing the use of  the
credit ,  commencing from 1st  January 2005,  to pay the withholding and subst i-
tute taxes appl ied on the return on capital  relat ing to Li fe insurance and cap-
ital isat ion contracts,  as wel l  as the returns on the complementary pension
benefi ts  and unearned insurance revenue.  Therefore,  the increase in the rate
appl icable to the mathematical  reserves has been foreseen from 0.20 to 0.30
per cent commencing from 2004;  moreover,  i f  the aggregate amount of  the
foregoing withholding and subst i tute taxes due and payable each year is  less
than the taxes paid for  the f i f th previous year the possibi l i ty  has been intro-
duced of  compensating the foregoing dif ference direct ly with the taxes,  con-
tr ibut ions and amounts foreseen thereby or to transfer the foregoing to com-
panies or ent i t ies belonging to the same group,  commencing from 2007,  pur-
suant to Art icle 17 of  Legislat ive Decree No.  241 of  1997,  in accordance with
the procedures set  forth in Art icle 43-ter of  Presidential  Decree No.  602 of
1973.

2.  The Inland Revenue has modif ied the previous pol icy designed to l imit  the
compensation of  tax credits within the l imit  of  Euro 516,456.90,  commencing
from 1st  January 2005,  with regard to the use of  the tax credit .

3 .  In reply to a query raised by ANIA referred to the scenario where an insur-
ance company proceeds with the part ial  or  total  transfer of  the insurance
portfol io,  the Inland Revenue has confirmed that  this transaction entai ls  the
transfer of  the credit  corresponding to the subst i tute tax relat ing to the math-
ematical  reserves referable thereto (portfol io) ,  which therefore may be recov-
ered exclusively by the transferee.  Otherwise,  the transferor company would
be unable to recover the credit ,  considering that ,  by i ts  very nature,  the
reserves-related tax represents a prepayment of  the taxes that  wi l l  be appl ied
on the benefi ts  ar is ing with reference to the related contracts.  Therefore,
transferr ing the credit  to the transferee,  in addit ion to the transfer of  the port-
fol io is  ent irely consequential ,  taking into account the recovery procedures
for paid taxes and the correlat ion between the taxes paid and the return on
the insurance contracts to be subjected to taxat ion,  even though managed “in
bulk”.



VAT: Inter-group services

The insurance sector benefi ts  from the so-cal led “Inter-group VAT regime”
introduced by Art icle 6 of  Law No.  133 dated 13th May 1999,  which has estab-
l ished a part icular VAT exemption discipl ine to avoid taxation-related obsta-
cles interfering with the rat ional isat ion processes of  corporate structures,
achieved by outsourcing to group companies segments of  the operat ions orig-
inal ly  managed internal ly.  In part icular,  the provision foresees the exemption
of services rendered to group companies by another subsidiary company,  par-
ent company of  the same group or a subsidiary of  the same parent company in
the framework of  secondary business,  pursuant to Art icle 2359,  paragraphs 1
and 2 of  the I tal ian Civi l  Code.
The Inland Revenue intervened on the subject of  inter-group services during
2004 and with resolut ion No.  6/E of  3rd February 2004,  stated that  some serv-
ices suppl ied by insurance companies within the group represent essential
act iv i t ies and activi t ies which characterise the enterprise’s operat ing cycle
and as such,  could not  be considered secondary,  because provided in the
framework of  business act ivi t ies which represent an integral  part  of  the insur-
ance core business,  replying to a query raised by a company operat ing in the
assistance,  business about the appl icat ion framework of  Art icle 6 of  Law No.
133 of  1999.

The Inland Revenue subsequently corrected the preceding pol icy based on
specif ic  observat ions by ANIA and new assessment factors provided by
ISVAP, and with resolut ion No.  90/E of  9th July 2004 clari f ied i ts  posit ion con-
cerning the exemption of  sett lement services rendered by companies belong-
ing to the same group,  sharing the def ini t ion of  the secondary service pro-
vided by the Associat ion.

In fact ,  the foregoing rul ing qual i f ied the fol lowing aspects:  “as auxi l iar ies
those activi t ies related direct ly to assist ing the core business which are
included in the economic cycle of  the core business in quest ion,  and which
entai l  an accessory and complementary relat ionship compared with the main
activi ty”,  a characterist ic that  is  inherent in “activi t ies relat ing to damage
assessment and compensation sett lement fol lowing a claim event”.  Therefore,
the Associat ion obtained conf irmat ion that  act iv i t ies relat ing to damage
assessment and sett lement of  claim events are included in the exemption
regime, as set  forth in Art icle.  6  of  Law No.  133 of  1999,  thanks to the above-
mentioned clari f icat ion.
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ADOPTION OF THE INTERNATIONAL ACCOUNTING STANDARDS

Regulatory framework

2004  and  the  ear ly  months  o f  2005  were  character ised  by  an  impor tant  reg-
u la tory  impulse  in  the  f ie ld  o f  in ternat iona l  account ing  s tandards .  Th is
der ives  f rom Communi ty  Regula t ion  No.  1606/2002 ,  which  estab l ished  the
obl igat ion  for  companies  l i s ted  on  EC regu la ted  markets  to  draw up  the
conso l idated  F inancia l  S ta tements  based  on  the  in ternat iona l  account ing
standards  commencing  f rom 1s t  January  2005 ,  and  a l lowing  the  s ing le
countr ies  author is ing  or  prescr ib ing  the  implementat ion  o f  the  forego ing
standards  for  the  ind iv idua l  F inanc ia l  S ta tements  o f  l i s ted  companies  and
for  the  conso l idated  and  ind iv idua l  F inanc ia l  S ta tements  o f  un l is ted  com-
panies .

In I taly,  the Government has been authorised to introduce one or more Leg-
islat ive Decrees to exercise the cited r ight ,  under Art icle 25 of  Community Law
No. 306 of  2003.  The authorisat ion was implemented with Legislat ive Decree
No. 38 of  28th February 2005.

The obligation to draw up the consolidated Financial Statements in compliance
with the international accounting standards is required commencing from the
financial year closed or in progress as of 31st December 2005 with reference to
companies included in the application framework of Legislative Decree No. 173
of 26th May 1997. The obligation commencing from the financial year closed or
in progress as of 31st December 2006, and relating to the Financial Statements
for the period, will  only refer to l isted companies which do not draw up consoli-
dated Financial Statements; the provisions set forth in Legislative Decree No.
173 of 1997 ( local GAAP) will  be applied to the Financial Statements for the
period concerning the other insurance companies (unlisted companies and
listed companies which draw up the consolidated Financial Statements), since
the adoption of the international accounting standards is not foreseen even as
an option.

However,  this solut ion is  consistent  with the choices adopted by the other
European countr ies where the obl igat ion of  drawing up the Financial  State-
ments for  the period in compliance with the IAS is  not  foreseen.  Furthermore,
in the vast  majori ty  of  countr ies,  the opt ion of  drawing up the Financial  State-
ments for  the period based on the IAS is  not  even foreseen.

The migrat ion to the international  accounting standards by companies that  are
under an obl igat ion to adopt the foregoing accounting standards wil l  be made
during 2005 in a gradual  and dif ferentiated way.

In fact ,  the I tal ian Companies and Stock Exchange Commission (CONSOB) pub-
l ished the amendments to the Issuer Regulat ions (No.  11971/1999)  on 14th Apri l
2005,  necessary to take into account the new features introduced by the com-
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ing into force of  Community Regulat ion No.  1606/2002,  foreseeing a progres-
sive al ignment with the IAS Financial  Statements.  Issuers were granted a cer-
tain f lexibi l i ty  in implementing the choice of  the methods to be adopted in
drawing up the periodic reports,  in addit ion to more favourable publ icat ion
t imeframes for  companies that  wi l l  adopt the new accounting standards
already in the f irst  quarterly report  or  in the half-yearly report .  In part icular:

– with regard to the 1st  quarter ly  report ,  i f  drawn up by applying the
IAS/IFRS,  the possibi l i ty  of  publ ishing the report  at  a later date has been
foreseen compared with the appl icable regulat ions (seventy-f ive days from
the end of  the quarter instead of  forty-f ive days) ;

– with regard to the 2nd quarterly report ,  the possibi l i ty  of  not  drawing up
this document has been foreseen,  i f  the issuers prepare the half-yearly
report  in compliance with the IAS/IFRS,  which is  to be presented by 30th
September 2005 (a simi lar  exemption appl ies in the case of  companies that
wil l  submit  the half-yearly report  local  GAAP ,  but  subject to a shorter term
for presentat ion,  seventy-f ive days from the close of  the half-year) .

30th September 2005 represents the last  date for  the appl icat ion of  the tran-
si t ional  regime (CONSOB has deemed as fair  a  per iod of  n ine months from the
date of  publ icat ion of  the provis ions in  the 2004 Off ic ial  Journal  of  the Euro-
pean Community  to  implement  the new procedures)  and,  consequent ly,  the
third quarter ly  report  of  2005 is  to  be drawn up based on the internat ional
account ing standards by al l  companies with an obl igat ion to submit  th is
statement .

The transit ion to the IAS/IFRS is found to be part icularly complex for  the
insurance sector,  s ince the two accounting standards contain dist inct ive fea-
tures which make their  implementat ion part icularly complex:

– the international  accounting standard related to insurance contracts ( IFRS
4 “Insurance contracts”)  issued by the International  Accounting Standards
Board ( IASB) in March 2004 and publ ished in the Off icial  Journal  of  the
European Union in December 2004,  represents only part  of  the regulat ions
which wil l  become the accounting standard for  the insurance sector when
ful ly  implemented.  As we wil l  see below, the International  Accounting
Standards Board ( IASB) has postponed the treatment of  a number of  more
complex topics,  such as assessing l iabi l i t ies arising from insurance con-
tracts to a second stage of  the “Insurance Contracts” project .  In view of
the high correlat ion among the i tems reported under assets and the i tems
reported under l iabi l i t ies of  an “insurance” Balance Sheet,  an accounting
standard that  discipl ines only some of  the i tems has evident problems of
valuat ion and integrat ion consistency with the IAS/IFRS set  and,  in part ic-
ular with IAS 39 “Financial  Instruments”;

– the approved version of the IAS 39 includes an extract of  a number of fore-
casts (so-called carve out)  of  the “fair  value option” which becomes very
signif icant for the insurance sector,  as also pointed out by CEA (Comité
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Européen des Assurances) in the European session. The European Commis-
sion requested the IASB to rapidly review the forecasts extracted, at  the
date the standard was approved. Therefore,  i t  can be considered that the
regulatory framework wil l  undergo signif icant changes, presumably already
in 2005,  fol lowing the review of the forecasts extracted from IAS 39.

Therefore,  the enormous effort  required from insurance companies to imple-
ment the measures to adapt the internal  procedures and the IT systems to pro-
duce information complying with the recently approved and continuously
changing accounting standards is  quite evident.

Insurance contracts Stage I

The International  Accounting Standards Board ( IASB) has divided the project
relat ing to insurance contracts into two stages.  The f irst  stage originated
IFRS 4 (approved by the European Community Commission with Regulat ion No.
2236 of  29th December 2004)  which aims to specify the information to be
reported in the Financial  Statements relat ing to insurance contracts for  each
enti ty  that  issues the foregoing contracts.  In part icular,  IFRS 4 requires:

– new accounting methods to be applied by the insurers for insurance contracts;
– information capable of  identi fy ing and i l lustrat ing the amounts arising from

insurance contracts reported in the insurer’s Financial  Statements.  The
foregoing is  designed to help the users of  the Financial  Statements to
understand the amount,  the t iming and the level  of  uncertainty of  future
f inancial  f lows arising from insurance contracts.

Stage I defines a number of fundamental factors, such as the concept of the
insurance contract and the level of disclosure to be reported in the Financial
Statements but does not propose a complete overview of the provisions relating
to the entry and assessment methods of i tems arising from insurance contracts.

The principal new aspect introduced by IFRS 4 is the definition of the insurance
contract for accounting purposes and the consequences that arise with regard to
reporting in the Financial Statements. An insurance contract is an agreement by
which an insurer accepts a significant insurance risk from a third-party agreeing
to compensate the insured if it suffers damages as the result of a specific uncer-
tain future event. The mean implementary commitment requested from insurance
companies in Stage I of the IASB project relating to insurance contracts is pre-
cisely the analysis of the contracts issued and their related reclassification in
the framework of the relevant categories to comply with the IAS definitions (for
example: insurance, investment or service contracts). It is evident that the
reclassification activity has entailed a real accounting revolution for the pur-
poses of a consistent representation of all the accounting items linked with the
original contract.

Insurance companies may continue to use the local  GAAP valuation methods,
with part icular reference to the technical  l iabi l i t ies,  except for l imited provi-

198

Conduct of the insurance business

Italian insurance in 2004/2005



sions,  in part icular,  relat ing to the introduction of  a “l iabi l i ty  adequacy test”
and the prohibit ion of  report ing balance and catastrophic reserves.  Concern-
ing insurance contracts reclassif ied in the investment contracts category as a
result  of  implementing IFRS 4,  i t  should be possible to l ink the relat ive assess-
ment to the relat ive values reported under insurance coverage assets,  whi le
await ing the new wording of  the fair  value opt ion.  In fact ,  the European Com-
mission,  when providing a number of  answers to the most frequent queries
relat ing to IAS 39,  indicated that  Art icle 31 of  Direct ive No.  674/1991 ( the
direct ive relat ing to the accounts of  insurance companies)  establ ishes that
l iabi l i t ies associated with unit  l inked contracts can be valued consistent ly
with the value of  the related insurance coverage assets.

The principal topic that remains unsolved concerns the mismatch between insur-
ance liabilities, which will continue to be valued using the local accounting stan-
dards, and the insurance coverage assets which should be valued in compliance
with the methods established by the IAS 39, and therefore, in the majority of
cases, will have to be valued at the fair value. The problem is only partially miti-
gated by the possibility of using the practice of shadow accounting which enables
an insurer to change its accounting standards in order to obtain that the capital
gains or capital losses, reported but not realised, influence the measurement of
the insurance liabilities by the same extent as the capital gains or capital losses.

The Financial Statements Tables are strictly correlated with the implementation
process of the IAS/IFRS by insurance companies. The new compulsory tables to
be adopted for consolidated Financial Statements are expected to be published
shortly in the case of the Italian insurance companies. The existence of sector
tables, designed to facilitate the comparison of information and the supervisory
activity, represents another commitment that is undoubtedly quite heavy and
which the insurance companies are required to address. However, it is important
to note that ISVAP can still  exercise powers regarding the international account-
ing standards, based on Article 9 of Legislative Decree No. 38/2005 relating to
insurance companies that draw up the Financial Statements (consolidated and
referred to the financial period) in compliance with the IAS, as set forth in Arti-
cle 6, paragraph 1, and Article 83 of Legislative Decree No. 173 of 1997, in par-
ticular, regarding the possibility of establishing supplementary provisions relat-
ing to Financial Statements, including the plan of accounts, which is especially
important and therefore the definition of the Financial Statements tables.

Insurance Contracts Stage II

A specif ic working group has been set  up ( Insurance Working Group ) within
the framework of  the International  Accounting Standards Board with the
objective of  complet ing the project  relat ing to insurance contracts.  The activ-
i t ies,  which are st i l l  at  a prel iminary stage,  are focused on defining the t iming
to submit  the Exposure Draft  relat ive to Stage II  and to identi fy  the basic prin-
ciples which wil l  characterise the valuat ion of  the assets and l iabi l i t ies asso-
ciated with insurance contracts.
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The main points which are subject to more detai led analysis at  an interna-
t ional  level  are:

– use of  the Asset and Liabi l i ty  Measurement model as an alternative to the
tradi t ional Deferral  and Matching .  With  the new approach the i tems
reported in the Income Statement l inked with the insurance contracts,
would arise from the change in the equity valuat ions made at  the opening
and closing date of  the reference period.
Moreover,  a discussion is  in progress about the suitabi l i ty  of  having a sin-
gle model  for  al l  insurance products or several  di f ferentiated models
depending on the dif ferent types of  insurance contracts;

– adoption of  the fair  value concept for  insurance abi l i t ies.  Major technical
dif f icult ies have been identi f ied in applying this concept to insurance l ia-
bi l i t ies for  the Non-Life classes,  which are notoriously characterised by a
high level  of  uncertainty;

– definit ion of the fair  value concept.  Several  alternatives exist  ( for example:
entity specif ic value,  exit  value,  entry value)  and, at  present,  a prevail ing
policy cannot be identif ied so far.  Also in this case, the market is assessing
the different possibi l i t ies in addit ion to the possibi l i ty of  a mixed approach;

– the need to  def ine  a  conservat ive  leve l  to  be  considered in  the  va lua-
t ions ;

– the need or suitabi l i ty  of  taking into account the possible conduct of  the
insured as regards the renewal of  contracts.

The differences on an international level and also on a national level,  regarding
the characteristics of the insurance products, and the distinctive features of
current accounting and actuarial practice make the work of the IASB Insurance
Working Group extremely complicated, in that it  is difficult to foresee a l ikely
date for the completion of the work. The rapid conclusion of the work is essen-
tial to have a complete set of rules enabling insurance companies to draw up the
Financial Statements based on consistent valuation rules for all  the items aris-
ing from insurance contracts in a single financial period and in time.

The Comité Européen des Assurances launched a number of  ini t iat ives in the
European session,  designed to identi fy  the most cr i t ical  points of  Stage I  and
to set  in motion a comparison of  the more controversial  topics of  Stage I l .

Statutory provisions relat ing to the distr ibutabi l i ty  of  reserves introduced by
Legislat ive Decree No.  38 of  2005

Art ic le  6  o f  Leg is la t ive  Decree  No.  38  o f  2005  in t roduced regu la t ions  to
safeguard  the  in tegr i ty  o f  corporate  equ i ty  which  estab l ish  the  non-ava i l -
ab i l i t y  (and  not  on ly  the  non-d is t r ibutab i l i t y )  o f  the  f inanc ia l  year ’s  prof i ts
for  an  amount  corresponding  to  the  cap i ta l  ga ins  repor ted  in  the  Income
Statement ,  net  o f  the  re la t ive  taxes ,  which  ar ise  by  adopt ing  the  fa i r  va lue
or  the  shareholders ’  equ i ty  method ,  and  the  corresponding  reserves ,  as
wel l  as  the  shareho lders ’  equ i ty  reserves  es tab l ished  and  changed as  a
d i rect  ba lanc ing  i tem of  the  fa i r  va lue  va luat ion  o f  f inanc ia l  ins t ruments
and assets .
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The non-avai labi l i ty  of  these reserves refers not  only to distr ibut ion but  also
the al location to the capital  account,  as wel l  as the other uses set  out  in the
reference art icles (such as the purchase of  own shares) ,  as wel l  as release to
cover losses,  except the reserve set  out  in Art icle 6,  paragraph 2 under
review, namely the reserve establ ished using the f inancial  year’s prof i ts  cor-
responding to the capital  gains determined by the fair  value method.  However,
the release of  these reserve is  permitted only after  having used the avai lable
prof i ts  reserves and the legal  reserve and shal l  be restored by assigning the
prof i ts  accruing in the subsequent f inancial  years.

Therefore,  f inancial  instruments avai lable for  sale fal l  within the general  rule,
which prohibits the release of  prof i ts  which arise from fair  value valuat ions.  A
signif icant exception refers to the capital  gains which arise from the fair
va lue  va luat ion  re ferab le  to  t rad ing  f inanc ia l  ins t ruments  and  fore ign
exchange and hedging operat ions,  for  which the regulat ions do not  establ ish
any l imitat ion,  and permits release also for  distr ibut ion purposes.

Fiscal  provisions introduced by Legislat ive Decree No.  38 of  2005

Article 11 of  Legislat ive Decree No.  38 of  2005 introduced a number of  provi-
sions which adapt the structure of  the Consol idated Act on Income Tax (TUIR)
to the IAS and which are natural ly  intended to refer to part ies that  adopt the
accounting standards in quest ion and other provisions which,  even though
arising from coordinat ion requirements with the IAS,  are appl icable to al l  par-
t ies,  based on the power of  attorney contained in Art icle 25 of  Law No.  306 of
2003,  which has foreseen a potential  change in the f iscal  regulat ions con-
cerning corporate income for the purposes of  harmonising this aspect with the
innovations arising from implementat ion of  the international  accounting stan-
dards.  Art icle 13 of  the same Decree includes transit ional  provisions relat ing
to the stage of  ini t ial  implementat ion of  the IAS.

We note that  the adjustments to the f iscal  regulat ions are l imited,  which is  a
symptom of  the delegated legislator’s wi l l  to avoid dif ferentiat ing the taxable
base of  companies,  as far  as possible,  depending on whether they are
required (also as an opt ion)  or  are not  required to adopt the IAS,  barr ing a
number of  exceptions,  which include the f iscal  importance of  the fair  value of
trading f inancial  instruments for  the part ies that  adopt the IAS.

In particular, with reference only to parties that apply the IAS, amendments have
been introduced to Article 83 and Article 109, paragraph 4, of the Consolidated
Act on Income Tax (TUIR), in relation to the fact that the IAS foresee a number
of economic components are to be reported directly under equity (relating to the
valuation of assets and liabil it ies) without transiting in the Income Statement.

The new Article 83, which redefines the so-called derivation principle, assumes
the profit  (or loss) reported in the Income Statement relating to the tax period
as the basis for the f iscal variations “increased or decreased by the compo-
nents which are assigned directly to equity due to the effect of the international
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accounting standards” and consequently the new Article 109, paragraph 4,
amended in this sense, also considers as assigned to the Income Statement
“the components assigned directly to equity due to the effect of the interna-
tional accounting standards”. In particular,  we would mention Article 13, para-
graph 2, among the transit ional provisions, which when referring to inter-
changeable goods (therefore, also bonds),  could also refer to insurance com-
panies. The foregoing provision enables the valuation of interchangeable goods
based on the LIFO method to be maintained for f iscal purposes, subject to the
taxpayer’s option, also in the case of parties that are required to adopt other
valuation methods as the result of applying the IAS, provided the LIFO has been
adopted for the three financial periods preceding the f irst period of application
of the IAS or from the shorter period that elapses from the date they were
established. In this case, any lower value of the stocks valued using the LIFO
method compared with the value reported wil l  be decreased in the tax return.

Taking into account that the f iscal regulations makes a dist inction between the
tax treatment of f inancial  instruments based on the dual classif ication consist-
ing of f ixed assets and current assets while the international accounting stan-
dards foresee four categories of f inancial  instruments,  Art icle 11,  paragraph 2,
of the IAS has placed f inancial  instruments available for sale among the f ixed
financial  instruments,  for the purpose of applying the provisions of the Consol-
idated Act on Income Tax (TUIR).  The foregoing classif ication wil l  be important
not only for the purposes of applying Article 110,  paragraph 1,  sub-section c),
of  the Consolidated Act on Income Tax (TUIR),  as amended by Art icle 11 of Leg-
is lat ive Decree No.  38 ,  which establ ishes the i rre levance of  the higher
amounts reported for the part  exceeding the deducted capital  losses for f ixed
bonded securit ies (and therefore securit ies available for sale) but also for the
purposes of the part icipation exemption that,  when certain condit ions are sat-
isf ied,  in the case of permanent shareholdings (and therefore the sharehold-
ings available for sale) foresees exemption of the capital  gains real ised.

THE EUROPEAN REFORM PROJECT OF THE PRUDENT SUPERVISORY REGIME
(SOLVENCY II )

The Solvency I I  project  completed i ts  crucial  stage in the last  few months,
after complet ing the f irst  preparatory period,  essential ly  dedicated to the
general  study and defini t ion of  problems.
The European Commission presented a general  plan (Roadmap )  last  July to
perform the work of  the project ’s second stage,  together with a Framework for
consultat ion of the part ies involved.

The working plan ( tables 1 and 2)  foresees the fol lowing:

– by the end of 2006 the Commission draws up a framework directive proposal,
containing the general principles of the new prudent supervisory regime;

– the detai led characterist ics of  the system, to be included in specif ic imple-
menting measures,  in accordance with the Lamfalussy procedure,  are to be
defined within 2008;
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– the CEIOPS (European Committee of  Insurance and Occupational  Pension
Fund Supervisors ) is  the European Commission’s pr incipal  consult ing body,
with reference to the def ini t ion of  the new rules and for the practical
appl icat ion thereof,  after  implementat ion by the member countr ies;

– the CEIOPS provides i ts  opinions to the Commission based on specif ic
requests submitted by the Commission,  whi le await ing the formal adoption
of the framework direct ive.

The Commission has submitted three rounds of  Cal ls  for  Advice to the CEIOPS
to implement the foregoing working plan,  which in practice cover al l  the
essential  aspects of  the future regime.

The defini t ion of  the basic characterist ics of  the future prudent supervisory
regime is taking shape,  in addit ion to the preparat ion up the working plan and
the est imate of  the related implementat ion t imeframes.  The fundamental  fea-
tures of  Solvency I l ,  according to the most recent documents publ ished by the
Commission,  wi l l  be as fol lows:

– the system wi l l  be organised in  a three t ier  structure,  s imi lar  to  the
scheme foreseen by Basle I l  for  the banks:  equity  requirements (1st  t ier) ,
supervisory act iv i t ies (2nd t ier) ,  d isclosure and market  discipl ine (3rd
t ier) ;
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TABLE 1 -  CALLS FOR ADVICE OF THE COMMISSION AND REPLIES THEREOF BY CEIOPS -  FORECAST PERIODS

1st Round Public consultation Reply to the Commission
(2° tier) from February 2005 June 2005

sending to the CEIOPS: July 2004

2nd Round Public consultation Reply to the Commission
(1° tier) from June 2005 October 2005

sending to the CEIOPS: December 2004

3rd Round Public consultation Reply to the Commission
(3° tier and several topics) from October 2005 February 2006

sending to the CEIOPS: April 2005

TABLE 2 - STAGE OF “SOLVENCY II” PROJECT

2005 2006 2007 2008-2009 2010

Consultation Framework Directive Comparison within  Adoption Solvency II 
proposal the framework of come into force

by the Commission ECOFIN/ European Parliament

Opinions by CEIOPS Opinions by CEIOPS Opinions by CEIOPS
on the framework to the Commission with to the Commission with
Directive proposal respect to the respect to the

2° level measures 2° level measures
(“implementing measures”) (“implementing measures”)



– a dual  level  for  equity requirements wil l  be foreseen in the framework of
the 1st  t ier :  the Solvency Capital  Requirement (SCR) and the Minimum Cap-
ital  Requirement (MCR) .  The Solvency Capital  should be establ ished so that
al l  quanti f iable r isks to which a company is  exposed are considered and
should be based on the amount of  the economic capital  corresponding to a
predefined probabi l i ty  of  ruin and to a specif ic t imeframe. The Commission
has referred to the classif icat ion adopted by the International  Actuarial
Associat ion ( IAA) ,  with regard to the r isks to be considered to determine
the requirement,  which include underwrit ing ,  credit ,  market,  operat ing and
l iquidity r isks.  As regards the cal ibrat ion of  the parameters,  the Commis-
sion suggests a 0.5% probabi l i ty  of  ruin and a t imeframe equal  to one year,
as a mere working assumption,  and as such,  to be subjected of  an impact
study.  The defini t ion of  the standard formula to calculate the Solvency
Capital  remains open,  and here the opinions of  the CEIOPS wil l  be crucial .
The standard formula may be based on r isk-factor type methods (similar  to
the  Risk-Based Capi ta l system in  force  in  the  Un i ted  Sta tes) ,  on
approaches based on probabi l i ty  distr ibut ions,  on scenarios or on a combi-
nation of  di f ferent methods.
The Minimum Capital  should represent an absolute minimum, to be calcu-
lated in a simpl i f ied way,  which would tr igger extreme supervisory meas-
ures i f  they are breached by a company;

– the future regime wil l  need to be structured to encourage and provide
incentives to companies to measure and to manage appropriately the r isks
to which they are exposed.  Common principles wil l  be issued at  a European
level  in this regard,  relat ing to r isk management,  internal  audit ing and the
related supervisory act iv i t ies.  Secondly,  the possibi l i ty  of  recognising the
internal  models adopted by the companies to determine the equity require-
ments wil l  be foreseen,  provided these models ref lect  the company’s spe-
cif ic r isk prof i le more effect ively,  compared with the standard approach
and can be val idated appropriately;

– the technical  reserves are to be calculated in accordance with methods
which are more harmonised compared with the current methods.  In part ic-
ular,  the technical  reserves should consist  of  a best est imate and of  a r isk
margin with the prospect of  consistency with developments referred to the
international  accounting standards.  As a working assumption,  the Commis-
sion has identi f ied a level  of  75% as the benchmark for  the probabi l i t ies
distr ibut ion for  the confidence level  of  the technical  reserves.  Evidently,
this refers to a level  that  wi l l  need to be cal ibrated based on the foreseen
impact studies;

– the approach suggested by the Commission related to the rules discipl ining
investments is  the approach referred to as Prudent Person Plus , namely a
co-ordinated set  of  general  management principles and a few quanti tat ive
restr ict ions on the investments ( for  example:  to avoid concentrat ing r isks) ,
taking into account that  the future equity requirements wil l  also ref lect  the
riskiness of  the assets held by the companies.  Companies wil l  be required
to adopt an appropriate Asset-Liabi l i ty  Management pol icy,  as wel l  as a
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global  investment pol icy,  including a plan ( Investment Plan )  and proce-
dures which describe the implementat ion cri ter ia;

– the effects of  al l  the techniques adopted to mit igate the r isks,  ranging from
reinsurance to f inancial  hedging arrangements,  should be considered
when determining the equity requirements,  s ince the new solvency system
is designed to be more cal ibrated compared with the current system as
regards the actual  r isk prof i le of  the companies;

– although the primary object ive of  Solvency I l  is  to assess the solvency of
the single companies,  the future system wil l  need to al low insurance
groups and f inancial  conglomerates to be supervised more eff icient ly ;

– supervisory report ing should be compatible with the Financial  Statements
report ing,  as far  as possible,  in part icular with the accounting rules drawn
up by the IASB in order to l imit  the administrat ive charges borne by com-
panies;

– the future system wil l  need to promote the harmonisat ion of  the methods
and of  the qual i tat ive and quanti tat ive supervisory tools:  therefore,  in pr in-
ciple,  the solvency rules should not  require addit ional  operat ions at  a
national  level ;

– the system should ensure equal  treatment among the various f inancial  sec-
tors:  products with analogous r isk prof i les should be subjected to analo-
gous prudential  standards;

– the future system wil l  need to be consistent  with the insurance supervisory
principles and standards in the process of  being drawn up by the IAIS
( International  Associat ion of  Insurance Supervisors )  for  the purpose of
promoting broader international  harmony.

The studies relating to the impact of the proposed regulations become critical
considering the fact that the overall  project foresees the introduction of a new
equity requirement (the Solvency Capital) based on the risks actually sustained
by the companies, on more harmonised technical reserves and, probably, on new
accounting rules. Estimates of the new minimum requirements, although approx-
imate, should be available before the framework directive is formally proposed,
according to the Commission’s working plan. For this reason the Committee of
European Insurance and Occupational Pensions Supervisors (CEIOPS) has initi-
ated a first preparatory study on a sample of Life insurance companies, to be
performed on a voluntary basis. The study foresees that the participating com-
panies apply a series of standardised stress tests to the market values of their
own assets and liabil it ies (the reference concept for the latter is the best esti-
mate) . The risks to be considered in the stress test involve the interest rate risk,
credit risk, market risk, underwriting risk and the redemption risk.

The results  of  the preparatory study,  to  which also a sample of  I ta l ian com-
panies has part ic ipated,  wi l l  be presented by the CEIOPS and wi l l  form the
basis  for  the subsequent  real  impact  studies,  which should be launched by
autumn.

* * *
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The European Insurance Committee (CEA),  which has fol lowed the Solvency I I
project  from the beginning,  set  up a Steering Committee in  September 2004
with the object ive of  reinforcing i ts  act ions in a stage in which the work has
intensif ied signif icantly at  a community level .

Among the numerous ini t iat ives which have been launched we mention:

– the preparat ion of  a series of  papers on specif ic topics (Basle I I  and Sol-
vency I I ,  structural  aspects of  Solvency I I ,  answers to the queries raised
by the CEIOPS);

– the performance of  a comparative study on the principal  solvency regimes
in force within Europe and outside Europe,  in order to identi fy  common fac-
tors,  recent trends and the more innovative aspects;

– the def ini t ion of  a series of  Building Blocks , namely the fundamental  pr in-
ciples for  a European approach to calculat ing the Solvency Capital ;

– the def ini t ion of  the structure of  a standard model ,  namely a method to cal-
culate the Solvency Capital  Requirement that  takes into account,  in the
most appropriate way,  al l  the relevant and quanti f iable r isks that  can occur
to determine the f inancial  stabi l i ty  of  a given company.

The posit ions which are evolving within the European Insurance Committee
with reference to the Bui lding Blocks,  can be summarised as fol lows:

– the Solvency Capital  Requirement (SCR) should be based on a Total  Bal-
ance Sheet Approach,  namely by considering the economic value of  al l  the
assets and l iabi l i t ies of  a given company;

– the company’s requirement in terms of  Solvency Capital  should take into
account any prudent margin contained in the technical  reserves;

– the standard approach to evaluate solvency should be the r isk factor type,
at  least  as a start ing basis.  However,  for  certain part icularly complex r isk
categories,  for  example,  the mismatching r isk between assets and l iabi l i -
t ies for  products with guarantees and options or the catastrophe r isk in the
case of  Non-Life insurance classes,  could require more sophist icated
approaches ( for  example:  the stress or scenario test) ;

– the r isk  measurement  to  be adopted should  be the Value at  R isk  (VaR) ,
wi th  a  t imeframe equal  to  one year.  The conf idence level  to  be taken as a
reference should  be def ined af ter  having completed adequate s imula-
t ions;

– the standard formula should consider the underwrit ing,  market/ALM, credit
and operat ing r isks;

– the standard formula should ref lect  the effects of  diversif ied r isks;  this
formula should also take into account the r isks mit igat ion techniques
adopted by the companies (reinsurance,  derivat ives,  securit isat ions) ;

– the Solvency Capital  calculat ion should ref lect  the benefi ts  of  diversif ica-
t ion arising from the fact  that  the company is  part  of  a group.

The defini t ion of  both the Bui lding Blocks and the structure of  the standard
approach should be completed within the end of  June.  The coordinat ion of  the
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cal ibrat ion stage and the quanti tat ive impact study wil l  fol low in later months
also in the l ight  of  the posit ions establ ished in this regard within the CEIOPS.

ANIA is fol lowing the work of  the CEA Steering Committee direct ly,  also thanks
to the act ivi t ies of  a working group that  has been set  up specif ical ly.

PRIVATE INSURANCE CODE

The Legislat ive Decree scheme containing the regulatory reorganisat ion of
the provisions appl icable to insurance (Insurance Code) represents an impor-
tant  legislat ive innovation.

Insurance legislat ion has been in special  need of  this regulatory reorganisa-
t ion and cert i f icat ion work for  some t ime now, since the previous Consol idated
Act dates as far  back as 1959.  Insurance legislat ion throughout this long
period has been abundant and more and more detai led,  or iginat ing both from
the EC and internal  law. Therefore,  i t  was absolutely necessary to proceed
both to rat ional ise and harmonise the sources and to systematical ly  coordi-
nate the sector regulat ions with the new Consol idated Act to discipl ine the
business operat ions in a structured form, as has already occurred in the cor-
responding banking and f inancial  sectors.

However,  the new Insurance Code has not  l imited i ts  act iv i t ies to col lect ing
exist ing legislat ion,  s ince,  besides the compil ing function inherent to al l  Con-
sol idated Acts,  the Code introduces signif icant innovations which relate to the
fol lowing topics:

a) deregulat ion and concurrent conferral  of  regulatory powers on the sector
audit ing Authori ty,  always in compliance with the principle of  lawfulness
and the principle of  super ordinat ion of  community regulat ions;

b) transparent operat ions and protection of  the insured,  harmonising the
insurance discipl ine with the regulat ions relat ing to f inancial  brokerage,
with specif ic reference to the pre-contractual  information suppl ied to the
contracting party,  to publ ici ty  and the rules of  conduct;

c) harmonising insurance regulat ions with banking regulat ions in terms of  the
ownership structures and the group notion;

d) individual  discipl ine,  governing contractual  f igures unfamil iar  to the I tal ian
Civi l  Code,  such as assistance and legal  expenses insurance;

e) distr ibut ion,  implement ing the direct ive re lat ing to  insurance brokers
(2002/92/EC),  which gives the distr ibut ion system a more competi t ive,  pro-
fessional  and transparent structure for  insurance users.
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f ) f iscal ,  rat ional is ing a number of  provisions relat ing to insurance taxation:
in part icular,  dual  taxat ion,  which occurs in cases of  succession in co-
insurance agreements,  has been el iminated.

* * *

The scheme for the new private insurance Code was approved by the Counci l
of  Ministers in a prel iminary form on 16th July 2004.

Subsequently,  the opinions expressed by the joint  Government-Regions Con-
ference (25th November 2004)  and the Counci l  of  State (14th February 2005)
were incorporated,  as foreseen by delegated law No.  229 of  29th July 2003
(2001 simpl i f icat ion law).

Last ly,  the Legislat ive Decree scheme was submitted to Parl iament,  where i t
was assigned to the Senate Industr ial  Commission and to the Chamber of
Deputies Finances Commission,  now cal led to express their  opinion.  These
opinions are compulsory but  not  binding.

The scheme wil l  have to be approved by the Counci l  of  Ministers in i ts  f inal
form, after  complet ing this last  important and del icate stage.  Therefore,  i t  is
reasonable to assume that  the new Insurance Code may be passed f inal ly
within next  Summer.

The opin ion  of  the  Counci l  o f  State  –  which is  a lso  compulsory  but  not  b ind-
ing  –  has  assessed the  Insurance Code scheme to  be  essent ia l ly  pos i t ive ,
focusing on a  number  of  genera l  prof i les ,  such as  federa l ism,  re lat ionships
wi th  the  code-re lated regulat ions  and,  above a l l ,  the  audi t ing  Author i ty ’s
regulatory  power  and the  sanct ionary  system,  as  wel l  as  on  the  s ing le  pro-
v is ions .

The Counci l  of  State made observations on the fol lowing aspects relat ing to
the above:

– insurance-related matters come within the Government’s exclusive legisla-
t ive jur isdict ion,  with regard to federal ism;

– as regards the regulat ions of  the I tal ian Civi l  Code relat ing to insurance
contracts,  perhaps i t  would be appropriate to introduce this in the frame-
work of  the new Code;

– regarding ISVAP’s regulatory power,  the general  and abstract measures
adopted by the Inst i tute represent effect ive regulat ions;

– f inal ly,  as regards the sanction system, which appears to comply with com-
pany-related criminal  law, the choice of  imposing administrat ive money
penalt ies direct ly  on the companies,  barr ing specif ic si tuat ions.

* * *
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The Associat ion has continued to submit  a series of  addit ional  observations
and proposals,  also during the examination stage of  the new Code by the com-
petent Commissions;  the fol lowing observations are worthy of  mention:

– to ensure the rat ional i ty  and fairness of  the sanction system, modifying the
amounts of  the sanctions foreseen,  where necessary;

– to foresee the appl icabi l i ty  of  a single subst i tute sanction,  of  an adequate
amount,  in the case of  “serial” breaches of  a given provision,  natural ly,
providing the breaches in quest ion are not  part icularly serious and the
company takes steps to remove the organisat ional  malfunctions which are
the cause of  the breaches in quest ion;

– to def ine adequate principles and cri ter ia for  the preparat ion of  the single
national  table to sett le biological  injury,  in order to ensure ful l  const i tu-
t ional  legit imacy of  the future discipl ine.

ANTITRUST AND THE INSURANCE BUSINESS

The sentence passed by the Joint  Sections of  Cassation 2207/05

The Joint  Sections of  Cassation have put an end to the legal  act ion regarding
the identi ty  of  the competent judicial  authori ty  to be approached by con-
sumers to request compensation for  damages as the result  of  an ant i-compet-
i t ive arrangement.  The legal  act ion was brought fol lowing the measure issued
by the Anti trust  Authori ty against  a number of  insurance companies providing
motor l iabi l i ty  cover which had exchanged commercial  information in the
framework of  a consult ing company.

The Joint Sections confirmed that the Court of Appeal is the only body with
jurisdiction to judge on the merits of legal actions brought by any party for com-
pensation for damages, in compliance with the conditions laid down by Law No.
287 of 1990 relating to antitrust matters. In fact,  the sentence clarif ies that the
antitrust law does not represent a useful instrument only to safeguard the inter-
ests of entrepreneurs competing with entrepreneurs that have put in place an
unlawful arrangement, but concerns all  market-related parties, including also
end consumers potentially involved in the effects of the unlawful activity.

According to the Supreme Court ,  the instrument by which consumers can be
subjected to the effects of  the ant i-competi t ive arrangement is  represented by
the contracts entered into with the part icipat ing entrepreneurs “downstream”
of the arrangement in quest ion:  in fact ,  the foregoing contracts would not
appear to be separable from the “upstream” arrangement considering their
functional  l ink with the ant i-competi t ive wil l  implemented by the part icipant
part ies.  In essence,  the contracts entered into after  an arrangement has been
put in place,  would be the instruments by which the ant i-competi t ive wil l  is
implement in a tangible form.
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However,  the Joint  Sections have confirmed that  the compensation of  the
damage cannot proceed solely on the basis of  the judgement against  the
arrangement passed by the Anti trust  Authori ty but  that ,  in fact ,  i t  is  also nec-
essary for  the Court  of  Appeal  to veri fy  the existence of  the unlawful  effects
which have been produced direct ly in reference to the f inal  receivers,  on the
basis of  the evidence submitted by the plaint i f f .

The Regional Administrative Court  (TAR) of  the Lazio Region and the measure
AGCM Life insurance companies and IAMA Consulting

Last  Apri l  the Regional  Administrat ive Court  (TAR) of  the Lazio Region revoked
the measure adopted by the Anti trust  Authori ty in 2004 against  13 companies
operat ing in the Li fe insurance sector and against  the consult ing company
IAMA Consult ing.

In the measure, the Authority had deemed a market survey conferred on IAMA by
the 13 insurance companies involved did not comply with the principles of free
competition, without imposing money penalties. The measure was adopted at the
end of an investigation opened after a voluntary request submitted by two compa-
nies to receive confirmation regarding the lawfulness of the activities performed.

In part icular,  the invest igat ion compared information that  could have been
obtained by anyone with an interest ,  based on current regulat ions,  and fur-
thermore the information was avai lable to anyone interested in obtaining the
results,  obviously after  paying a fee to the consult ing company that  had car-
r ied out  the survey.

Moreover, the foregoing was based on a l icence held by an English company that
had distributed the same product on that market for many years, without
encountering problems with the British Antitrust Authority. In fact, the product
was used by the Financial Services Authority, since deemed to be useful.

Inquiry in progress relating to the ANIA/Experts agreement

The Antitrust Authority has set up an inquiry to establish compliance with
antitrust principles regarding the Agreement entered into by ANIA with a number
of associations of Experts and concerning the rates applicable to the Experts in
question when the latter render their services to insurance companies.

As is  known, the agreement was entered into by applying Law No. 166 of  1992,
according to which the def ini t ion of  the rates for  services provided by Experts
must be the outcome of  consultat ion between the Signatories then fol lowed by
f inal  approval  by the competent publ ic Authori ty that ,  in such a case is  ISVAP.

In any event,  whi le await ing the outcome of  the assessments by the Anti trust
Authori ty,  ANIA has formally terminated the agreement as soon as i t  has been
noti f ied that  the inquiry had been set  up.
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SOCIAL SECURITY REFORM: LAW No. 243 OF 23RD AUGUST 2004

Law No. 243 containing the “Regulat ions discipl ining pensions and proxies to
the Government in the publ ic Social  Security sector,  to support  supplementary
Social  Security and stable employment and to restructure the compulsory
Social  Security and Welfare Inst i tut ions”,  was approved on 23rd August 2004
and came into force on 6th October 2004.  At  the t ime of  writ ing the Govern-
ment has only implemented some of  the provisions relat ing to publ ic Social
Security aspects,  whereas the relat ive implementat ion provisions st i l l  have to
be issued with regard to complementary Social  Security (pension).  The most
important new features introduced or st i l l  in  the process of  being introduced
to the Social  Security regulat ions are out l ined below, the aspects relat ing to
publ ic Social  Security are shown separately from the aspects relat ing to com-
plementary Social  Security (pension) in order to simpl i fy  the presentat ion.

Public Social  Security

The law’s objective is  to l imit  the impact of  pension-related expenditure on the
gross domestic product to ensure i ts  f inancial  sustainabi l i ty  over t ime.

A series of  regulat ions have been approved for this purpose,  the principal  fea-
tures of  which are as fol lows:

– increasing the minimum requirements to be el igible to receive a pension
and changing the rules to receive an old-age pension;

– decreasing the number of  so-cal led “openings” from 4 to 2,  namely the
dates during the year when an appl icat ion to receive a pension can be sub-
mitted,  once the relat ive el igibi l i ty  has been attained.

The foregoing measures wil l  become effect ive from 1st  of  January 2008.  More-
over,  incentives have been granted to defer old-age pension during the period
between 2004-2007 in the case of  subordinated workers in the private sector
that  have become el igible.  This incentive is  represented by a sizeable “bonus”
credited to the wage/salary packet,  exempt from Personal  Income Tax ( IRPEF),
corresponding to the contr ibut ions due to the Social  Security Inst i tut ions
(which are general ly  equal  to 32.7% of  the wage/salary) .  Natural ly,  the work-
ers that  opt  for  the foregoing incentive are no longer under any pension-
related insurance obl igat ion during the reference period.

Other important regulat ions concern the fol lowing aspects:

– deregulation of the pensionable age, in other words the worker is granted the
right to continue working also after having satisfied the eligibility require-
ments to receive an old-age pension, subject to agreement with the employer;

– separation between Social Security and Welfare by reporting separate
account entries in the Financial Statements of the Social Security institutions;
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– total is ing the insurance periods,  granting this possibi l i ty  also to those that
have reached 40 years occupational  seniori ty  and have paid for  at  least  5
years voluntary contr ibut ions to any fund or Social  Security inst i tut ion;

– el imination of  inequal i ty  among pension treatments,  with the object ive of
achieving the same treatment among the various management schemes for
a given contr ibut ion and pensionable remunerat ion,  excluding the priva-
t ised inst i tut ions;

– extending the possibi l i ty  of  accumulat ing senior i ty  pensions with the
income from independent or  subordinate employment;

– providing incentives for  part-t ime work;
– the r ight  of  para-subordinated workers to be able to pay voluntary contr i-

but ions.

Complementary Social  Security

The objective of the proxy conferred on the Government is to sustain and pro-
vide incentives for the development of complementary Social Security (pension
scheme). The following important principles have been ratif ied for this purpose:

– the worker is given freedom to confer its employee severance indemnity
(TFR) to complementary forms of pension scheme, and to expressly notify the
employer with the details of the collective or individual form of pension
scheme selected where the new employee severance indemnity (TFR) alloca-
tions are to be transferred, or subject to a different explicit expressed wish
of not allocating the foregoing to the complementary Social Security (pen-
sion) scheme. If the worker fails to communicate a preference, the employee
severance indemnity shares will  be allocated to collective forms of pension
schemes (negotiated pension funds, pension funds open to collective mem-
bership or regional pension funds) based on a silence-consent mechanism;

– removing obstacles which come between free membership and migrat ion of
workers within the complementary Social  Security (pension)  system, in
order to al low ful l  freedom of  choice and harmonising the rules relat ing to
the comparabi l i ty  of  costs,  transparency and the portabi l i ty  of  the individ-
ual  posit ion;

– the worker is  given the possibi l i ty  of  channel l ing as wel l  the contr ibut ion
paid by the employer into the selected pension scheme or into the scheme
to which the worker intends to migrate,  in addit ion to the employee sever-
ance indemnity (TFR);

– give to the Pension Funds Supervisory Commission (COVIP) the exclusive
power to establish provisions relating to the transparency of contractual
terms and conditions for all  forms of complementary pension schemes, as
well as to discipline the procedures of offering to the general public all  the
tools relating to complementary Social Security (pension) schemes;

– increasing the tax incentives,  both in terms of  deductibi l i ty  of  the contr i-
but ion paid into the forms of  col lect ive and individual  pension schemes,  of
the taxation of  the earnings generated by the assets referable to the pen-
sion schemes.
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ANIA ful ly  shared the importance of  establ ishing common rules regarding
comparabi l i ty,  transparency and portabi l i ty  of  al l  the complementary col lec-
t ive and individual  pension schemes,  as underl ined by various part ies during
the debate held on the delegated decrees.

In this context ,  ANIA has also strongly reproposed the need to remove the
prohibit ion in force today and to al low the newly establ ished pension funds to
invest  their  resources or a part  thereof in class I  and class V insurance asset
management schemes.  These asset management arrangements are charac-
terised by the security and prof i tabi l i ty  of  the investments,  and are able to
offer a guaranteed minimum return on the amounts assigned,  and could favour
an extension of  the membership base to complementary Social  Security (pen-
sion)  scheme, a membership base that  today is  reluctant to invest  in funds for
fear of  capital  account losses.

In fact ,  in the class I  and class V insurance asset management schemes,  the
insured do not  purchase quotas of  an investment fund,  which instead is  the
case of  unit- l inked pol icies,  but  the premiums paid by the insured,  net  of
costs,  are channel led into a separate asset management scheme the assets of
which can only be released to be sold.  The assets and returns generated by
the asset management scheme are reported on the basis of  current community
regulat ions,  with reference to the book value,  also def ined as the historical
cost ,  and the sale of  the assets.  The return achieved by the asset management
schemes is  determined annual ly  as the rat io between the sum of  the coupons,
dividends and the capital  gains or losses real ised by the assets held in a sep-
arate management scheme compared with the average funds held.  The fore-
going return is  assigned in part  or  ful ly  to the value generated by the benefi ts
referable to the contract.  The main consequences of  the characterist ics of
these asset management schemes are as fol lows:

– a dramatic decrease in the volat i l i ty  of  the returns.  The movement of  the
yield curve and of  the price of  shares have a l imited effect  on the forego-
ing asset management schemes compared with the effects determined in
accordance with the marked-to-market  method,  s ince the losses only
impact the performance of  the fund i f  sold.  To understand this mechanism
better we can consider a fund closed to entr ies and exits with a f ixed dura-
t ion,  and the annual  return is  to be assessed using the marked-to-market
method and the historical  cost :  the returns wil l  be the same at  the expiry
date,  but  the volat i l i ty  of  the annual  returns for  the separate asset man-
agement scheme wil l  be obviously much lower;

– sol idari ty  among investors.  The mechanism to calculate the return on the
separate asset management scheme impl ies a given level  of  mutual i ty
among the investors that  have invested at  di f ferent t imes:  in fact ,  the
return of  a given period is  represented by a weighted average of  the return
attr ibutable to the investments made during the l i fe of  the asset manage-
ment scheme and st i l l  existent  during the reference period;

– partial attenuation of the investment’s timing risk. The consequence of the sol-
idarity among investors is the attenuation, at least a partial attenuation, of the
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risk of mistiming the entry or exit from the investment: in fact, in any event, the
sale is decided by the operator-insurer, and the investor will receive an over-
all return equal to the mean return for the investment period, therefore there
will be no timing risk of entering or exiting the asset management scheme.

Another advantage of  the insurance asset management schemes is  that  i t
does not  suffer from “shortermism”,  s ince long-term asset al location can nor-
mally be adopted and thereby avoid inappropriate choices dictated by contin-
gent si tuat ions.  Furthermore,  we consider i t  appropriate to stress that  in the
f inal  analysis the only part ial  discret ional i ty  on the part  of  the operator-
insurer in determining the performance of  the asset management arrangement
l ies in the t iming of  real is ing the capital  gains or capital  losses.

Insurance companies adopt sophist icated asset l iabi l i ty  management tech-
niques,  thanks to the operat ing mechanism of  the insurance management
schemes and of  the stat ist ical  foreseeabi l i ty  of  the portfol io movements,
which enable the fol lowing f inancial  guarantees to be offered eff icient ly :

– guaranteed minimum performance.  The foregoing currently do not  exceed
2.5%, by law (the maximum value foreseen by law is related to the return of
a 10-year Government benchmark security) ;

– consol idated results.  Consol idat ion can be achieved on an annual ,  mult i-
annual  or  event basis ( for  example:  transfer of  the individual  posit ion,
accident,  death,  ret irement) .

It  may be useful to make a long-term comparison among the returns achieved by
separate asset management schemes associated with revaluable policies com-
pared with the returns achieved by Government securit ies, the inflation rate
and the remuneration referable to the employee severance indemnity (TFR).

Figure 1 shows how the return of  the separate asset management schemes
between 1982 and 2000 was dist inct ly  higher each year compared with the rate
achieved by Government securit ies ( the return achieved by the long-term
Treasury Bonds (BTP) has been considered from 1995) ,  the remunerat ion rate
of the employee severance indemnity (TFR) and the rate of  inf lat ion.  The
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return achieved by the separate asset management schemes over the 2001-
2004 four-year period was equal  to 4.8% per annum, equal  to the BTP rate,
compared with a rate of  inf lat ion of  2 .4% and a remunerat ion equal  to 3.3%
referable to the employee severance indemnity (TFR).

If the value of an investment in a “pure” capitalisation policy with revaluable
benefits is taken as 100 in 1981, then the value of the investment in 2004 was
equal to 1,256 (with an annual average return of 11.6% – figure 2); the same
investment in Italian shares was worth 1,172 in 2004, assuming complete rein-
vestment of dividends (with an annual average return of 11.3%). The real return
achieved by the separate asset management schemes was equal to 6.3% as the
average per annum (not compound), with a 2.5% standard deviation; the real
annual average in the case of the investment in shares was 9.6% with a 33% stan-
dard deviation. The investment strategy in revaluable policies was found to be
largely preferable, over the past 23 years, compared to the investment in shares,
on the basis of the Sharpe ratio (calculated as the ratio between the real net
return and its standard deviation); the same conclusion is reached when consid-
ering that, in general, a portion of between 80 and 95% of the return achieved by
the separate asset management schemes is reimbursed to the insured.

The insurance asset management schemes del iver a obl igat ion of  result  rep-
resented by the value of  the amount attained by the insured,  and not a obl iga-
t ion of  means,  as is  the case in the normal asset management mandate,  there-
fore,  the legislator has also foreseen a number of  safeguards which ensure
the sol idi ty  of  the management schemes,  in addit ion to the insurer also being
l iable,  with i ts  own equity,  to achieve the commitments of  a minimum contrac-
tual  return.  In part icular,  we would mention the fol lowing:

– the regulat ion that  imposes the avai labi l i ty  of  suff icient  and appropriate
assets to cover the commitments undertaken,  at  any t ime (Art icle 24 of
Legislat ive Decree No.  174 of  1995) ;

– the regulat ion discipl ining the establ ishment of  supplementary reserves to
be set  up in certain cases to further guarantee the commitments under-
taken (Art icle 25 of  Legislat ive Decree No.  174/1995) ;
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– the prudent regulat ion relat ing to the determination of  commitments and
the valuat ion of  assets reported in the Financial  Statements (Art icle 25 and
Art icle 27 of  Legislat ive Decree No.  174/1995) ;

– the regulat ion that  l imits the type of  investments and establ ishes the max-
imum l imits for  each of  the investments,  to guarantee the security,  distr i-
but ion,  prof i tabi l i ty  and the respective l iquidity status (Art icle 26 and Art i-
cle 29 of  Legislat ive Decree No.  174/1995) ;

– the regulat ion discipl ining the solvency margin,  which obl iges companies
to hold a certain level  of  releasable shareholders’  equity,  in addit ion to the
technical  reserves,  in order to cover any unexpected losses (Art icles 33-36
of Legislat ive Decree No.  174/1995) .

With the recent issue of  ISVAP Circular No.  551/2005,  the insurance asset
management schemes have achieved a standard of  transparency and informa-
t ion to members,  both in the pre-contractual  stage and during the contract,
which is  analogous and in certain cases higher than the management stan-
dards appl icable to the pension funds open to a def ined contr ibut ion.  Further-
more,  we would mention that  the report ing obl igat ion and the relat ive publ ica-
t ion of  the report  for  each single separate asset management scheme has
always been appl icable.  The foregoing report  is  subjected to str ict  audits by
ISVAP and the professional  opinion expressed by external  auditors.

Considering this and based on the considerat ion that  the separate insurance
asset management schemes historical ly  have had a bond/balanced asset al lo-
cation ( in general ,  the equity sector does not  exceed 20% of  total  assets) ,  i t  is
reasonable to assume that :

– the persons closest  to reaching pensionable age are those most interested
in these asset management schemes,  presumably not  wishing to r isk the
amount accrued.  Whereas,  younger persons should be more wil l ing to
accept higher r isk prof i les in order to achieve potential ly  higher returns,
with a relat ively l imited volat i l i ty  i f  the t imeframe is suff icient ly  broad;

– these asset management schemes could represent an adequate incentive
to divest  the employee severance indemnity (TFR) and channel  the amount
into a supplementary pension scheme in the case of  lower income bracket
workers,  part icularly unwil l ing to take r isks and aware that  the employee
severance indemnity (TFR) has an almost zero r isk prof i le and a return that
is  higher than inf lat ion,  at  current market condit ions.

Therefore,  overal l ,  the insurance asset management schemes have the poten-
t ial  to broaden the platform of  the complementary pension schemes,  including
workers that  are very reluctant to take r isks,  ei ther because of  their  personal
att i tude or due to the low income.

More in general ,  the offer in pension funds of  low volat i l i ty  sectors,  charac-
terised by result  obl igat ions,  guaranteed minimum returns and consol idat ion
mechanisms,  reduces the overal l  r isk to be borne by the workers that  gener-
al ly  support  the investment r isk direct ly,  in the current I tal ian complementary
pensions system, based on the def ined contr ibut ion.
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THE WORLD ECONOMY

The world economy should grow in 2005 at a rate that is still high, even though
cooling. The global GDP should grow by 4.3%, according to the International Mon-
etary Fund, compared with 5.1% in 2004, but the disappointing trend of the eco-
nomic indicators in the first quarter of the year make a downward adjustment
highly probable. Inflation should remain at modest levels, despite the high price of
crude oil, also due to demand which is relatively weak in many developed coun-
tries and as a result of the increasing commercial integration of India and China.

The growth dif ferentials among the dif ferent regions should not  diminish,
instead they could increase within the Euro area.

The growth achieved by the United States, according to the forecasts made by
the OECD, wil l  cool sl ightly to stabil ise on the long-term average: the GDP
should grow by 3.6%. The role played by private consumption as the principal
driving force for growth should decrease gradually,  to the extent that house-
holds wil l  channel an increasing portion of income to savings, which has
reached very low levels over recent years (0.8% of the available income in
2004).  The sound profitabil i ty achieved by companies, the sti l l  favourable credit
conditions and the need to increase production capacity should generate a dis-
tinct impulse for investments in machinery and plants, whereas the investments
in buildings should grow more slowly due to the generalised increase in inter-
est rates. The strong progression in domestic demand, which combined with a
public deficit  that looks set to exceed 4.5% of the GDP, contributes to deterio-
rating the current balance of payments posit ion, which should increase from
5.7% to 6.5% of the GDP. The foreign trade deficit  continues to represent one of
the major unknown factors which have a negative impact on growth due to con-
cern over a sudden change in strategy by Asian investors (public and private),
which to-date have financed the majority of the United States commercial
deficit ,  also through the massive purchase of public bonds.

The signif icant depreciat ion of  the US dol lar,  the increased price of  crude oi l
and the drive in demand should maintain the growth of  pr ices at  around 2.8%,
forcing the Federal  Reserve to continue i ts  work of  containing inf lat ion by
increasing interest  rates.

Growth in the Euro area shows rather weak signs of  recovery.  According to
the OECD the GDP should grow by 1.2%, with more and more apparent di f fer-
ences among the member countr ies,  a si tuat ion that  could create problems in
managing the monetary pol icy.  I f ,  on the one hand,  the French and Spanish
economies appear to be recovering,  with a foreseen growth rate of  1 .4% and
3.0%,  respect ive ly,  the  German recovery  appears  to  be  more uncerta in
(+1.1%),  whereas I taly could be heading towards a recession (refer to the
paragraph below).  The recovery of  investments in some countr ies ( in part icu-
lar,  France and Germany) would appear to benefi t  from very high rates of
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prof i t ,  the d ist inct  improvement  in  the f inancial  posi t ions of  companies
recorded in recent years and credit  condit ions which wil l  remain favourable,
as wel l  as a general ised improvement in the level  of  confidence of  companies.
The low inf lat ion rate could favour private consumption.  Net exports wi l l  st i l l
be impacted by the strength of  the Euro,  with very dif ferent effects depending
on the level  of  domestic demand and the commodity mix of  exports:  for  exam-
ple,  exports are expected to make a posit ive contr ibut ion of  0 .8% to Germany’s
growth and a negative contr ibut ion to growth in France and Italy (-0.7% and -
0.8%, respectively) .  The expected inf lat ion rate remains quite low (1.8%) and
the short-term rates wil l  probably be maintained at  the current level .  The
OECD does not expect substantial  changes in f iscal  pol icies,  also in view of
the dist inct  softening of  the clauses of  the Pact of  Stabi l i ty  and Growth.  How-
ever,  the effect  of  corrective measures put  in place in previous years,  and the
differences in growth wil l  generate gaps in publ ic def ici ts :  the French and
German defici ts  should improve,  decreasing from 3.7% to 3.0% in the f irst  case
and from 3.6% to 3.5% in the second case,  whereas the I tal ian def ici t  would
appear to deteriorate signif icantly.

THE ITALIAN ECONOMY

The succession of negative indications relating to the economic trend, combined
with the very unfavourable data on the growth of the GDP in the first three
months of 2005 (-0.5% compared with the third quarter of 2004, which had already
recorded a deterioration of the economic situation) have produced a downward
review of the growth expectations for this year. According to the Bank of Italy,
the increase of the product will be essentially zero. The economy will undergo a
significant contraction equal to 0.6%, according to the OECD, with some timid
sign of recovery towards the end of the year. The deterioration of international
competitiveness (-25% in four years if the unit costs of labour are considered)
due to the on-going loss of productivity would generate a net downturn in exports
approaching 1%. This loss would not be entirely compensated by domestic
demand, remaining essentially at the same level as 2004. The difficult structural
situation of the manufacturing sector could translate into a dramatic downturn in
investments in machinery and plants, which would decrease by 3.1% despite the

TABLE 1
FORECASTS FOR 2005 -  

MAIN INDUSTRIALISED COUNTRIES
Annual  change (%)

Source:  OCSE (Economic Out look,  June 2005)

GDP Private consumption Investments Net exports Consumer price

United States 3.6 3.8 5.8 -0.5 2.8
Euro-Area 1.5 1.1 0.7 -0.1 -0.2
Eurozone 1.2 1.3 2.0 -0.3 1.8
France 1.4 1.9 3.3 -0.7 1.6
Germany 1.2 0.4 0.5 0.8 1.2
Spain 3.0 3.5 6.1 -1.4 3.1
United Kingdom 2.4 1.7 4.0 -0.3 2.0



fact that the cost of capital is at very low levels, and the profiles of companies
are satisfactory; investments would decrease by 1.6%, overall.  The levels of
employment and the substantial stability of prices would sustain the available
income, which would increase by 1.1% (2.1% in 2004). However, this increase will
impact consumption to a very limited degree (expected to increase by 0.7%, while
the Bank of Italy foresees a slight increase that exceeds or is equal to 1%): con-
cern over the economic situation and reforms of the Social Security (pension)
system produce an increase in the rate of savings by households, which contin-
ues a growth trend that has already been observed over a number of years. The
rate of inflation does not appear to exceed 2%, even if a significant portion of the
4.4% increase in prices at production level observed in 2004 could be transferred
to consumer prices. Without corrective measures the ratio between the public
deficit and the GDP could reach 4.5% in 2005, according to the OECD, due to a
rate of growth that is significantly lower than the rate foreseen by the Govern-
ment and the absence of the ‘once only’ measures which in previous years had
contributed significantly to controlling the Government deficit. The forecasts by
the Bank of Italy indicate a ratio between public deficit and GDP equal to 4%.

FINANCIAL AND SAVINGS MARKETS

The signif icant and consistent  di f ferences in the economic trends between the
United States and the Euro area wil l  imply dif ferent trends as regards the
short-term rates of  interest :  the upward trend of  the United States rates
should continue,  and i t  is  expected that  the average for 2005 wil l  reach 3.4%.
The OECD foresees that  the European Central  Bank wil l  reduce the reference
rates (1.8%),  to sustain weak internal  demand,  whi le the expected rate for  the
three-month rates recorded at  the end of  May indicates that  the ECB wil l  leave
the rates unchanged during 2005.

The United States 10-year rates should increase to 4.5%, whi le the perform-
ance of  the 10-year Euro rates could decrease to 3.5%.

The savings conduct of  I tal ian households should be condit ioned signif icantly
by the concern for the trend of  the economic si tuat ion and the low level  of
confidence.  The continued increase in the propensity towards savings and the
l imited growth in investments in real  estate should contr ibute to improving the
f inancial  balance of  households,  which Prometeia est imates wil l  grow above
5% of the GDP. The restructuring of  the portfol io should privi lege l iquid assets
and bonds,  chief ly  publ ic,  above al l  to the detr iment of  investment funds.  The
demand for Li fe insurance is  increasing.

ITALIAN INSURANCE

In  2005  premium growth  shou ld  not  d i f fer  much f rom las t  year ’s :  5 .4%
against  4 .2% in  2004 .  Premium vo lume should  exceed Euro  106  b i l l ion ,  wi th
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TABLE 2
FORECASTS FOR 2005 -  ITALY
(%)

2004 2005

GDP 1.2 -0.6
Private consumption 1.4 0.7
Investments 2.1 -1.6
Net exports 0.2 -0.8
Consumer price 2.3 1.9

Deficit/GDP (*) -3.1 -4.5

Source:  OCSE (Economic Out look,  June 2005)

(*)  Data sl ight ly  dif ferent f rom those publ ished by the
European Commission



an inc idence on  GDP in  s l ight  increase :  7 .7% aga inst  7 .5% of  the  prev ious
year.

CLASSES 2003 PREMIUMS 2004 PREMIUMS CHANGE (%)

Motor liability 18,062 18,468 2.2%
Land vehicles 3,145 3,221 2.4%
Accident 2,887 3,020 4.6%
Sickness 1,577 1,659 5.2%
Fire and natural forces 2,157 2,261 4.8%
General third party liability 2,999 3,224 7.5%
Other damages to property 2,289 2,416 5.5%
Other Non-Life classes 2,295 2,425 5.7%

TOTAL NON-LIFE CLASSES 35,411 36,694 3.6%

Premiums/GDP (%) 2.62% 2.65%

Class I - Human life 30,101 32,058 6.5%
Class III - Linked 24,756 25,886 4.6%
Other Life classes 10,770 11,854 10.1%

TOTAL LIFE CLASSES 65,627 69,798 6.4%

Premiums/GDP (%) 4.85% 5.03%

TOTAL CLASSES 101,038 106,492 5.4%

Premiums/GDP (%) 7.47% 7.68%

In Non-Life classes the growth seems to total  3 .6%, with a premium income
sl ight ly  lower than Euro 36.7 bi l l ion.  This growth is  clearly inf luenced by the
third party l iabi l i ty  class,  that  for  2005 as wel l  should increase within certain
l imits (2 .2%),  due to a lower demand for vehicles and rate growths that ,
despite the negative trend of  claims’  average cost ,  should remain low thanks
to the improvement in the sector’s technical  results registered in the previous
years.  A higher development should regard general  third party l iabi l i ty  classes
(7.5%),  that  for  years now have shown technical  results in reduction.

Incert i tude regarding the economic revival  wi l l  st i l l  be a dist inguishing fea-
ture of  premium income development in Li fe classes,  confirming a preference
for insurances with a low r isk prof i le.  In presence of  a sl ight  increase in real
terms of  disposable income and inf lat ion reduction,  L i fe premiums increase is
est imated around 6.5% and premium col lect ion should reach Euro 70 bi l l ion.
As to the single Li fe classes a further development (+6.5%) of  class I  – human
li fe – is  expected (even though at  lower rates compared to those registered in
past  years)  and a modest upturn (+4.6%) of  class I I I  – investment funds after
the 2004 contraction.

220

Forecasts for 2005

Italian insurance in 2004/2005

TABLE 3
FORECAST OF ITALIAN INSURANCE PREMIUMS

Euro mi l l ion

Source:  ANIA est imates
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