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Annual Report 2017
78th financial year
Information submitted by the Board of Directors to
the Shareholders’ Meeting held on 21 May 2018,
in compliance with the terms of the law and the
company’s Articles of Association, to report on
management during 2017 and to submit the annual
accounts, formulated at the meeting of the Board on
21 March 2018, for approval by the shareholders.
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LETTER FROM THE CHAIRMAN

Dear shareholders,
We are pleased to present the Management Report and the Annual Accounts of Nacional de
Reaseguros for 2017.
In 2017, the company’s 78th year of activity, the Spanish GDP finally started on an upward trend,
growing by about 3%, the greatest growth of the four largest economies in the eurozone. After
about ten years, production returned to pre-crisis levels. The pattern of growth was balanced
because it was based above all on internal consumer demand and investment, alongside a positive
contribution from abroad as a result of a marked improvement in exports by Spanish companies
over recent years.
This good production performance was reﬂected in the creation of jobs, which reduced
unemployment to 16.4%, the lowest rate since 2008.
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The general recovery in the eurozone helped the Spanish economy and, therefore, also the
company. GDP grew by 2.5% in 2017, the highest rate in a decade. It must not be forgotten that
the eurozone receives two thirds of Spanish exports, and that Europe is the foreign market to which
Nacional is turning increasingly and is its main target for development over the coming years.
In 2017, the Spanish insurance sector consolidated the growth of the previous year, with a rise in
sales for all Non-Life branches of 3.94%, and maintaining volumes in Life-Risk, which grew by
11.4% over the previous year.
In global terms, 2017 was a complex year for reinsurance, with an unusually high frequency of
extraordinary natural events that had a huge impact on the sector. They included four hurricanes
in the North Atlantic, two earthquakes in Mexico, devastating forest fires in California, extremely
serious and extensive fires in Portugal and a very serious tropical cyclone in Australia. These all
significantly damaged the combined ratios and annual results of the reinsurance sector.
In this difficult scenario, Nacional suffered a serious impact from accounts that channel Spanish
or European interests in the affected areas.
In spite of this extraordinarily high level of claims, after-tax profit in 2017 reached over 32 million
euros, amounting to a return on equity in excess of 10%.
The most significant figures for the company in 2017 point to a consistent underwriting policy, a
highly-diversified portfolio, the maintenance of profitable business segments and the adoption of
sufficient safeguards against any extremely volatile claims ratio.

Gross written premiums increased by 4.4%, reaching 555 million euros, with increasing
diversification among lines of business, territories and cedants, a better-balanced portfolio and
some interesting options for growth over the coming years. Of special relevance was the increase
in retained premiums, which amounted to over 443 million euros, a 17.1% increase over the
previous year.
A good technical performance in most accounts helped increase the volume of investment assets,
which rose by 11.5%. Another contribution to this was the more than 40% increase in accepted
reinsurance deposits, resulting from better positions in proportional businesses, especially in Life.
The financial market context was one of very low profitability, but asset quality and diversification
continued to be priorities. The investment portfolio brought in more than 19 million euros, an
increase of 5.6% over the previous year.
Net technical provisions, which represent a cautious valuation of pending and future liabilities,
increased by more than 60 million euros, in line with the absolute increase in retained premiums,
and reached 755 million euros, an 8.9% annual increase.
Shareholders’ equity, one of the keys to solvency in Nacional, continued to rise, this year by 7%,
reaching 326.2 million euros.
This increase in equity, the satisfactory returns and a continued conservative level of investment
reﬂect the company’s soundness which was confirmed, once again, in the ratings granted by S&P
Global Ratings and AMBest. The latter raised its rating for Nacional de Reaseguros in September
2017 from ‘A-‘ to ‘A’ with stable prospects.
This strength allows for a distribution of profits which involves, as in previous years, a substantial
withholding of profit in the form of reserves of 21.3 million, after paying dividends to our
shareholders of 10.78 million.
We would like to invite you to consider all these aspects in greater depth in the following pages.
We hope that the information offered here will merit your approval. We trust that our solid
foundations will allow us to continue to record profitable growth. We would like, as always, to
express our thanks to our cedants and the markets in which the company is active for their trust,
the whole team in Nacional de Reaseguros for their professionalism and commitment, and our
shareholders for their ongoing support.
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MAN FIGURES 2017
INCOME
Gross premiums written

Euros

% Growth

555,578,388

4.4%

19,222,743

5.6%

574,801,131

4.5%

Net premiums

443,625,398

17.1%

Net technical provisions

755,088,983

8.9%

Investments and cash

971,988,461

7.2%

Reinsurance deposits

187,027,088

40.8%

1,159,015,549

11.5%

66,000,000

10.0%

Capital reserve (ex - dividend)

260,551,836

6.3%

Total equity

326,551,836

7.0%

41,124,124

-12.5%

9,010,000

-2.8%

32,114,124

-14.9%

Capital reserve

21,334,124

-19.3%

Dividend

10,780,000

-4.6%

Investment result
Total income
RETENTION AND TECHNICAL PROVISIONS

INVESTMENTS

Total investments
EQUITY
Share capital
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RESULTS
Gross results
Income tax
Proﬁt after tax
ATTRIBUTABLE TO:

% Dividend pay-out ratio

33.6%

RATING
A.M.Best
S&P Global Ratings

'A' stable outlook
'A -' positive outlook

SOLVENCY II
Ratio of Admitted Equity over the Solvency Capital Required

Deers in the snow mountains of Asturias

256.5%
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By line of business, there was also sufficient diversification. Premiums written in the Life
segment amounted to almost 88 million euros, 5.9% more than the year before, and almost 468
million euros in Non-Life, 4.2% more than the year before.

Technical and commercial aspects
Strategic Plan 2016-2020

In 2017, Nacional de Reaseguros continued to apply its Strategic Plan 2016-2020, which
combines a marked vocation for leadership in the Spanish market with the consolidation of a
balanced portfolio and a long-term focus on the European market.
This strategy takes the form of a moderate appetite for risk and a rigorous policy for accepting
liabilities. The model is based on the contribution of value for our cedants, with close and longlasting collaboration, improved knowledge of markets and of their circumstances, and a high level
of commitment to our client’s projects.
Reinsurance premiums

This business approach led to a volume of accepted reinsurance premiums of 555.6 million euros in
2017, an increase of 4.4% over the previous year.
Premium growth reached 4.3% in Spain, and 4.7% in the international business. These two
increases helped consolidate the company’s strategy, strengthening its position in the domestic
market and working towards a sound portfolio of customers and contracts in other markets.

(Data in thousand Euros)

Gross written premiums

2017

2016

% Growth

Personal Accidents & Health

40,050

30,450

31.5%

Motor & TPL

98,392

69,736

41.1%

241,160

256,961

-6.1%

Marine

50,382

54,145

-6.9%

Miscellaneous

37,877

37,828

0.1%

Total Non Life

467,861

449,120

4.2%

87,717

82,865

5.9%

555,578

531,985

4.4%

Fire & Multirisks

Life
TOTAL
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13
(Data in thousand Euros)

Accepted reinsurance premiums

2017

2016

% Growth

Spain

376,688

361,139

4.3%

International

178,890

170,846

4.7%

555,578

531,985

4.4%

TOTAL

Split by line of business
Total: 556 million EUR

Marine

9.1%

Fire & Multirisk

43.4%

Nacional de Reaseguros continued to maintain a well-diversified business from the point of view of
both lines of business and cedants, as well as geographical dispersion within the area of activities
laid out by the Strategic Plan, which focuses on insurers in the different European markets.

(10.2%)
Miscellaneous

6.8%

(48.3%)

(7.1%)
Life

15.8%
(15.6%)

The treaty business portfolio in 2017 comprised 340 cedants (16% more than in 2016), 122 in
Spain and 218 in other markets. This number of cedants in itself amounts to interesting potential
for growth, which over the coming years may develop into an increased number of contracts per
cedant or a rise in participations. Moreover, their diversity helps achieve a balanced performance by
the portfolio as a whole over time.

Personal Accident
& Health

7.2%

(5.7%)

Motor & TPL

17.7%

(13.1%)
(2016: 532 mill. EUR)

Geographical split

In Non-Life, there was a marked growth in Motor and Civil Liability, and also in Personal Accidents
and Health.

Benelux 0.3% (3.7%)

In the first group, although Civil Liability saw a healthy growth, the most relevant increase in
absolute terms came from Motor, in which, in addition to satisfactory positioning in other markets,
there was a rise in the prices of reinsurance in the Spanish market, after application of the new
“Baremo” scale. This came into force on 1 January 2016, bringing decisive changes in the level of
indemnities in serious bodily injury claims and, therefore, in the claims ratio that has an impact on
reinsurance.

Germany, Austria & Switzerland 5.3% (3.6%)
Portugal 3.0% (4.1%)
France 8.5% (7.2%)

Nordic 4.2% (2.9%)
UK 0.4% (0.5%)
Other 2.5% (2.4%)

Italy 8.0% (7.7%)

In the second group, there was an appreciable increase in Personal Accidents of 12.6%. With
certain specific operations in Health, this line of business increased its premium by over 7 million
euros.
On the other hand, the volume of premiums in Multirisks dropped by 6% and in Marine by 7%. In
both cases, the positions in facultative business were cut back to continue with the work done in
previous years. The aim was to improve profitability in this segment and to reduce the impact of
volatile results on the company’s global accounts.
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If we now analyse the portfolio by the country of origin of cedants, we find that Spain is in the
lead, with 68% of premiums, amounting to 377 million euros, while 32%, 178 million euros,
comes from cedants in other markets. The most important is France, with a 22.7% increase in
business, reaching over 47 million euros in premiums. Italy, which was the leader in 2016, saw
a more moderate growth in 2017 of 7.4%, and brought in premiums amounting to over
44 million euros.
Other countries are gradually gaining relevance in the international portfolio. Growth was above
50% in DACH (Germany, Austria and Switzerland), with a total of over 29 million euros in premiums,
and in the Nordic-Baltic countries, with premiums of almost 24 million euros.

Spain 67.8% (67.9%)
(Year 2016)
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Portugal, a traditional market for Nacional in which it has been working for over 25 years, dropped
below 17 million euros. Although the company is still one of the leading reinsurers in Portugal,
the decreasing number of cedants resulting from mergers and concentration of business among a
smaller number of insurance groups, is bringing in lower figures for reinsurance.
We have already mentioned the premium drop in the facultative segment as a result of repositioning
in Multirisks and Marine. In international business there has been a noteworthy increase in the
Treaty portfolio, both proportional and non-proportional. In the medium term, this movement will
undoubtedly create more stable relations with our cedants and a more stable performance.
The aim is to gradually build up an international portfolio that, as far as possible, will be similar to
the traditional portfolio held by Nacional in the local market, with regard to both its composition by
segment and business line and the nature and characteristics of cedants.
The following table shows how the portfolio is distributed for the local market, plus details of the
relative weight of each line, in each of the two geographical divisions, in comparison with the
company’s global portfolio.

(Data in thousand Euros)

Gross written premiums 2017

Net technical result

Spain

% s/ total

Personal Accidents & Health

23,738

4.3%

16,312

2.9%

Lines of business

2017

%

2016

%

Motor & TPL

57,589

10.4%

40,803

7.3%

Personal Accidents & Health

6,057

16.9%

-992

-3.5%

168,068

30.3%

73,092

13.2%

Motor & TPL

6,061

6.5%

8,107

12.1%

Marine

29,444

5.3%

20,938

3.8%

Fire & Multirisks

2,090

1.2%

22,124

15.7%

Miscellaneous

32,279

5,8%

5,598

1.0%

Marine

460

1.5%

-2,134

-6.6%

Total Non Life

311,118

56.0%

156,743

28.2%

Miscellaneous

4,878

16.5%

6,913

23.5%

65,570

11.8%

22,147

4.0%

Total Non Life

19,546

5.5%

34,018

11.4%

376,688

67.8%

178,890

32.2%

8,426

9.8%

794

1.0%

27,972

6.3%

34,812

9.2%

Fire & Multirisks

Life
TOTAL

International % s/ total

(Data in thousand Euros)

Life
TOTAL

Retention
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In the framework of the company’s policy to underwrite business in order to maintain a high rate of
retention, in 2017 the volume of retained premiums rose sharply, reaching 443.6 million euros, a
year-on-year variation of 17.1%.
There were two main drivers behind this change: lower premiums in facultative, a high-exposure
business with less certain results, which needs greater protection, and the underwriting of
certain large-premium contracts which, because of the low risk of volatile results, do not require
retrocession protection.
Technical results

Although it must be stressed that positive results were reported for all lines, especially Life with
almost 10% profit as opposed to just 1% in 2016, the overall technical results dropped to 28
million euros compared with 34.8 million euros in 2016. The business profitability reached 6.3%
against 9.2% the previous year.

This reduction in general annual profitability stemmed from the excessive claims rate in Multirisks,
which saw a drop in profit of more than 20 million over 2016. There were several factors behind this
difficult year for the company’s largest business line. One was the impact of catastrophic claims,
specifically the hurricanes that swept over the Caribbean between August and October, damaging
many Spanish and European interests. These events, together with extensive fires in Portugal, had
an impact amounting to 16 million euros, mostly in this line.
Other elements also had an effect on results:

› 
.Claims resulting from natural catastrophes, such as the storms that raged in northern Spain at
the beginning of the year, especially in February.

› Adverse weather conditions, which led to a record negative loss ratio in agricultural insurance
in Italy.

› 
.Some large multiple claims in Spain both in the SME and Personal Accident lines.
The 8-point annual improvement in Marine, which brought positive figures, and the outstanding
profit of 17% in Personal Accidents and Health did not manage to correct the downward trend in
results, which was seriously affected by the relative weight of Multirisks.
In Motor insurance, the results were slightly negative, by 1.2%, especially as a result of the new
“Baremo” table of indemnity in Spain and a high claims ratio in some contracts in other markets,
especially in France.
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A deeper analysis of the results for the different markets shows that those for Spain, 10.2%, were
very positive for both Non-Life at 9.8% and Life at 11.5%, with a net profit of 31 million euros for the
whole portfolio in this market.

Net technical result

2017

2016

Spain

10.2%

8.1%

International

-2.2%

12.1%

6.3%

9.2%

TOTAL

International business saw a negative result of 2.2%, coming from Non-Life, which lost 3.8% while
Life had a positive result of 4.9%.
By market, results were positive for France and Benelux but negative for DACH (Germany, Austria
and Switzerland), Italy and, after a number of very profitable years, Portugal, which was affected by
devastating fires in the month of October.
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The portfolio as a whole presented a net combined ratio of 93.7%, a good figure compared with
average figures for the reinsurance industry in 2017. In Life, the ratio was very positive, 90.2%,
while in Non-Life as a whole it was 94.5%, inﬂuenced by Multirisks, which rose to 98.8%.
The experience that the company has been gaining in its newer markets allows selective
adjustments to be made in underwriting, as it can be seen in the 2018 renewal. These measures will
promote stable results. Meanwhile, the company continues to invest in improving its catastrophic
risk exposure control by means of specific management tools.
Although 2017 was a very unusual year and in spite of the temporary downturn in the trend towards
higher results, it is clear that the company is solvent and has a strong business strategy. Its exposure
is well-controlled, bringing in results that are not only positive but significantly better than those of
our main competitors in the sector.

Torla, entrance to Ordesa and Monte Perdido’s National Park

Technical and ﬁnancial results

Financial aspects

In the profit and loss account, which combines the net technical result with the financial profit and
expenses attributed to the lines, a positive result of 35.2 million euros was recorded as against 41.8
million euros the previous year.

Economic environment and market trends

The following table shows the data by lines of business for 2017 and 2016:
(Data in thousand Euros)

Technical and ﬁnancial results

2017

2016

Personal Accidents & Health

6,346

-808

Motor & TPL

9,029

10,811

Fire & Multirisks

3,941

24,479

903

-1,835

Miscellaneous

6,231

8,216

Total Non Life

26,450

40,863

8,777

943

35,227

41,806

Marine

Life
TOTAL
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Technical provisions

Alongside equity, Technical Provisions serve as a measure of the company’s solvency. They indicate
the valuation of the commitments taken on in reinsurance. In 2017, they amounted to a total for
retention in excess of 755 million euros, of which 630.7 million were in Non-Life (176.4% of
premiums retained in these lines), and 124.4 million euros in Life (144.6% of premiums retained).

RETAINED PREMIUMS AND TECHNICAL PROVISIONS

700
MILLION EUROS

The cycle that began in 2016 was consolidated during 2017. The global economy maintained clear
growth during 2017 and, according to the latest estimates, the rise in global GDP will be 3.7%, half
a point higher than in 2016.
This increase in growth took place simultaneously in the main geographical areas, with Europe and
Asia in the lead. It was supported by favourable monetary and credit policies and by less restrictive
fiscal policy.
This favourable panorama for global activity contrasted with the lack of signs of recovery in
inﬂationist pressure.
In foreign currency markets, the euro appreciated against the dollar during the first nine months of
the year and maintained this position during the last quarter.
There are, however, risks that it might drop in the medium term. These include the possible
adoption of protectionist measures and their impact on world trade, a faster-than-expected
process of standardisation of monetary policies, especially in the US, and negotiations on the UK’s
departure from the EU.
Turning now to the Spanish economy, the main projections all refer to upward growth in the real
GDP in 2017, placing it at 3.1% and maintaining a positive differential with regard to the eurozone
(2.4%).
Another positive figure is the drop in unemployment, to 16.4%, although this rate is still one of the
highest in the eurozone.
Global financial markets tended to show upward behaviour during 2017, with a sound growth and
high market valuations in both fixed and variable-income markets.

800
755
694

600
500
400
300

The national and international political environments determined again the financial markets trend
during 2017. In Spain, the political events in Catalonia loomed large from the beginning of the year
and ended up in the secession crisis in October. In Europe, the ghosts of far-right populism made
their presence felt in the elections held in France, Holland and Germany. In the United Kingdom,
uncertainty continued with regard to the effects of the Brexit decision, and many questions remain
unanswered regarding the policies of the new President of the United States.

■ Retained Premiums
■ Retained Technical Provisions

444

379

200
100
2016

2017

The world’s main stock market indexes closed with large profits, mainly in the United States, where
the Dow Jones index rose by over 25%. In Europe, the Euro Stoxx 50 rose by 6.5% and the IBEX 35
by 7.4%.
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Within a stable asset structure, reinsurance deposits increased throughout the year as a
consequence of the treaty terms and of fixed-income securities. On the other hand, investment in
monetary assets dropped with regard to the previous year in response to the interest rate situation.

Investment composition and strategy

As of 31 December 2017, the company’s investments amounted to 1.159 billion euros. The
composition and trends in assets are shown in the following table:

The main characteristics of the investment portfolio are:

(Data in thousand Euros)

Investments

2017

2016

Long term fixed income

580,065

487,781

Short term fixed income

20,786

62,416

303,299

287,991

Real Estate

10,999

11,211

Shares

56,839

57,094

187,027

132,867

1,159,016

1,039,361

Investment funds

Reinsurance Deposits
Total investment portfolio
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Total 1,159.0 million EUR
Reinsurance Deposits 16,1% (12,8%)

Fixed Income 59,1%

(57,3%)

(1,1%)

Shares 4,9%

(5,5%)

Equities 8,8% (9,0%)

(Year 2016)

Investment grade ratings for fixed-income securities

›

Preference for the liquidity and ﬂexibility of active management

›

Conservative valuation criteria

In this mentioned political and financial environment, net income from the investment structure
explained above led to a booked profit of 19,2 million euros versus 18,2 million euros obtained
in 2016. This represented a return of 1.8 per cent on assets including interest on reinsurance
deposits, which are a low-earning asset, reﬂecting the current low interest rate environment.

Investment Porfolio 2017

Real States 0,9%

›

Financial returns

The following graph shows the weight of the different assets after breaking down the composition of
participations in investment funds.

(14,4%)

International diversification of the portfolio both in direct positions and through investment
funds

Regarding the geographical location of investments, the aim is clearly to diversity, especially among
issuers of both fixed and variable income in developed economies. This investment strategy is
needed to maintain high levels of quality and security.

Investments by Nacional are characterised by a management style that aims to control risk and
preserve asset value in line with the terms of its Investment Policy, and to optimise the balance
between profitability and risk while showing a conservative risk appetite.

Money Market 10,1%

›
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General expenses and human resources

Capital and reserves

During 2017 the company´s general expenses increased by 1.6 per cent in comparison with those of
the previous year, placing the expense to premiums ratio at a moderate level of 1.07 per cent. This
confirms our company to be a reinsurer with the highest levels of efficiency.

As of 31 December 2017 the paid-up share capital amounted to 66 million euros, after an increase
of 6 million euros charged to reserves that took place during the month of June.

Although the team is intentionally small, or perhaps for that very reason, we take special care in
our recruitment process, training and career development. We also endeavour to maintain an
efficient, demanding and pleasant working environment so that employees can achieve goals while
maintaining the necessary work-life balance.

The Company’s policy of increasing its available resources through self-financing has been a
constant feature in Nacional de Reaseguros. Over ten years, the book value of the company’s equity
raised from 127.4 million euros at the end of 2008 to 326.5 million euros at the end of 2017,
representing 74,13% of net premiums.
The graph shows the trend in this figure over the last ten years.

NET EQUITY
Absolute values (L) / Relative values (R)

We would like to expressly acknowledge here the quality, dedication and efficiency of our staff.
450

90%

During 2017 in the field of corporate responsibility, Nacional de Reaseguros made a contribution
to FUTUMAD, the Madrid Foundation for Persons with Learning Difficulties. This body protects and
defends the interests and rights of adults with learning difficulties who are in a situation of social
or family neglect, with the aim of improving their quality of life and social inclusion and developing
their capabilities.
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Environmental policy
While we understand that reinsurance is not a particularly contaminating activity, as far as possible
we aim to be aware of our responsibility towards the environment that belongs to us all.
For several years we have been submitting voluntarily to an external evaluation of the company’s
environmental impact. Based on the conclusions, we have adopted a commitment to promote
active management leading to energy savings and the conservation of scarce natural resources.

MILLION EUROS
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Corporate Social Responsibility

0

0%
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2015
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2017

%ET EQUITY / RETAINED PREMIUMS

Having started out with a highly-qualified, balanced and engaged team, over recent years Nacional
de Reaseguros has been gradually adapting its workforce to meet the new needs created by its
strategy for international diversification.
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Solvency

Earnings and proposed distribution

Nacional de Reaseguros applies the standard formula for calculating the required solvency capital
in all the risk modules and sub-modules under Solvency II.

The profits before tax of 41.1 million euros were reduced by the amount of 9.0 million to provide for
Income Tax, leaving the Profits after tax for the year at 32.1 million euros, representing a decrease of
14,9% over the previous year.

In line with this standard formula, the ratio between admissible equity and required solvency capital
as of 31 December 2017 was 256.5%, so it easily met the capital requirements.
The report on the company’s financial and solvency situation will be published within the regulatory
period.

This profit represents 7.1 per cent of premiums and 12.4 per cent return on equity.
We propose the following distribution of earnings:
(Data in euros)

Ratings
During 2017, S&P Global Ratings confirmed the rating and the positive outlook of Nacional de
Reaseguros.
In September 2017, AM Best improved its rating from “A-“ to “A” with stable outlook.
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To legal reserves

1,200,000.00

To capitalisation reserves (*)

2,524,260.44

To free reserves

17,609,863.33

To shareholders (dividends)

10,780,000.00

Total earnings available for distribution

32,114,123.77

(*) Note: the proposed provision to the “capitalisation reserve” is because Nacional de Reaseguros is entitled to reduce its
tax base for Corporation Tax by the amount corresponding to 10% of the increase in equity during the period, by virtue of
the terms of article 25 of Act 27/2014, dated 27 November.

The proposed dividend amounts to 33.6% of earnings, as follows:

›

Applied to shares 1 to 11,000,000.

› 
.0.98 euros per share, that is, 16.3% of the nominal price of 6 euros.
› 
4.6% more than the year before.
›

3.5% of initial equity.

We are pleased to have obtained one more year very positive results which allow us to reward our
shareholders, strengthen the Company’s solvency and increase its net asset value.
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The complete version of the Annual Report 2016 is available at
the Company’s website: www.nacionalre.es
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