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Conclusion 
The analysis clearly shows 'th$t out 

earnings of a O"r.rnll"'<"';<l:l1ri') 

sector as a whole, 

and life profits- invtl$tment incor;ne is most from an as we! I 
as from a relative point view. the Importance of a well·balincad and active invest~ 
ment policy, to carried out by an efficiently investment department, for the 
results of a composite insurance company. 



IUM 

Geographical 

International Orientation of the U.K. Insurance Industry 

Historically, the British insurance industry has been uniquely international in the 

spread of its business. 

Parallel with the growth in the U.K. overseas trade and the insurance needs resulting 

therefrom British insurers initiated and developed from very early days of their 

lives activities in other parts of the world through subsidiary companies, branches and 

agencies. The international orientation of the U.K. insurance industry is particularly 

pronounced in the "general business" or "non~iife" field, where "nearly 60% of the 

premium income of the British insurance companies and their subsidiaries relates to pol

icyholders outside the U.K." (1 ). As far as "long-term business" or "life assurance" is 

concerned, the activities of the companies are predominantly U.K.-orlented although some 

have established branches overseas, e.g. in Canada. 

In addition to the U.K. companies' business overseas there is the "London insurance 

market". This is a market for overseas business- both non-marine- written 

in London by U.K. insurance companies, Lloyd's underwriters and foreign insurance com

panies represented in London. "Because of the range of insurance services and expertise 

available in London the risks written in this way are generally the most complex. Major 

engineering and construction risks, particularly in developing countries, will often be 

insured in London. Reinsurances from most countries including China and the Soviet Bloc 

are placed in London" (2). 

(1) British Insurance Association, First Stage Evidence to the Committee to Review the 
Functioning of Financial Institutions, June 1 p. 5. 

(2) British Insurance Association, p. 6. 
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Despite the exceptional difficulties British economy has experienced in the last 

decennium and particularly in i 974, London has, thanks to the two-fold nature of the 

U.K. insurance companies' to 

position whereby it is regarded as the world's 

whole has thus continued to a substantial contribution to the 

in 1978 this amounted to £970m, i.e. 42% of invisible earnings (3). 

International Orientation of the U.K. Composite Companies 

Composite lns1nance Group 

its international 

industry as a 
"invisible exports"; 

The international orientation of the composite Insurance companies taken as a group, 

is highlighted in the following table which gives the percentage geographical distribution 

of the non-life premium income for 1973 and 197ft 

Table 1 : Geographical Distribution on the Non-life Premium Income of the Composite 

Insurance Group in 1973 and 1978. 

1973 1978 

% % 

Fire and Accident 

U.K. 31 31 

u.s. 28 26 

Canada 7 8 
Europe 11 12 

Elsewhere 15 16 

Marine and Aviation 8 7 

100 100 

Source: Wood, Mackenzie & Co., Composite Insurance Annual Reviews,. September 1974 

and August 1979. 

The group derived only 31 %of its 1978 non-life premium income from its U.K. 

activities, whereas 34% originated in North America (U.S. 26% and Canada 8% respect~ 

ively} and 12 % in Europe. 

The sector's 1978 geographical distribution of premium income shows little change 

as compared with 1973. Whereas the U.K. 1978 proportion is the same as in 1973, the U.S. 

percentage has dropped from 28 %to 26 %, owing partly to the loss of market share of the 

British companies. Both Canada and Europe have increased in relative importance. 

(3) British Insurance Association, Facts and Figures 1978, p. 19, 



hidividual Composite huuranca worniJ<l'm~• 

Table 2 overleaf shows.that.the: indiVidual: composite insurance.companias;a~;;e 
characterized by substantia! in prernium:·distdbution. 

The percentages for l978 .show that five c.ompaniesha\le;agreater:than:.av.er.~ijf~ 
involvementin U;K.: 

-~ Eagle Star 

-Sun Alliance and London 
- General Accident 

-Phoenix 

-Guardian Roya!Exchange 

The.companies·having.a·higher·thanaverC~ge".u~s.~oderrtatkm~are:on:the:other:hand··: 

-Royal 
- Commercial Union 
-General Accident 

37% 

35% 

Th.ese are also the :three. companies.v-Jithltherh,ighest:ov:er:ai !:mat:ket mare: in '•Ul7:B·: 
Royal (24.9 %), Commercial UnionJ2_2.;~~t. %Land•General!;4\ccld:.enti{lfi~2',%}. 

Royal. deriving 17% ofitspremium intomeffrJJrn:Canl!lt:bt,. is,even:thaLcountr:y!s 
largest non-life insurance company .. At;the·;samettime) iss:the:olt!.v:.com.pas.ited:ietivtng 
more than 50 %ofits.premiumincome'frorn;nJo~:thtAmerroa{(56':%-tnn918). 

Guardian Ro·;al Exchange• (2:0 %) ,:Phoer\ix>{'l?' %),cantLS.un·AILianc;e~and:LontJon 

( 17 %) have important commitments ln,Eurqp:e;:Commer:ciakUrtiontsJnvotV:ementi inLthis 
region (13 %) is aiso.notewortfVI· 

Phoenix. (12 %) , Sun 'AIIianc.e.and ,London!tH :%) am:.lc,Guart:Han!Ho.yaHExthai~J~e 
( 1 0 %) appear further ·to have above.~a\len.lge,wej{;'!hti!"'.gs: in,mlriru:H~~t'ld~avjatiof;tihu5in:ess .. 

In comparing the ;19'18 pen.lenta,ges,.with cthe _i 1'913'f·i9u~;;esl.theftolinwit~·£ha~$.> 

deserve to be noted. 

:Somecompanieshave increased irwolv~ment:: 

- Phoenb< H· il2 % 
-Royal -"'!· 

- General Accident * :J3'% 

whereas·the relative importanceofthe'U;K).buiines::tdf;J~thenkha::vded:linetfln;thisrpnriai:i:: 

-Eagle Star 

- Commercial 
- Guardian RoyatExchm')ge 



Table 2: Geographical Dimibution of Non-life Premium inoome of the Individual Composite Insurance Companies and 1978. 

Fire and Accident Mar me 
Composite Insurance Companies and Aviation ToUII 

U.K. u.s. Canada Europe E lse'l~Vhere 
% % % % % % 

Commercial Union 
1973 23 38 5 14 13 7 100 
1978 17 37 6 13 21 {il.') 6 100 

Eagle Stir 
1973 67 2 3 4 15 9 100 
1978 60 1 . 8 25 (*) 6 

General Accident 
1973 37 38 6 6 10 3 
1978 40 35 6 7 9 (*) 3 

Guardian Royal Exchange 
1973 37 1 9 21 20 12 
1978 32 2 7 20 29 

Phoenix 
1973 25 19 6 15 22 13 
1978 37 18 5 17 11 12 

Royal 
1973 19 42 11 1 15 6 100 
1978 22 38 17 9 9 (*} 5 tOO 

Sun Alliance and london 
1973 47 12 5 11 13 12 100 
1978 46 11 3 17 12 11 100 

(*) Includes Reinsurance 

""" 
Source : Wood, Mackenzie & Co., Composite Insurance Annual Reviews, September 1974 and August 1979. 



With regard to the U.S. orientation the companies concerned, the decline of 

Royal's and General Accident's involvement with 4% and 3% respectively merits special 

mentioning; it will further be noticed that the companies have also receded with 

1 %each, Guardian Royal Exchange being the only exception in this respect. 

While Royal and Commercial Union have strengthened their Canadian involvement 
with 6 %and 1 % respectively, relative weighting of their 

Canadian business, with the exception General Accident. 

As far as Europe is concemoct companies out of the seven have increased their 

relative commitments in this region : 

- Sun Alliance and London 

-Eagle Star 
-Royal 

-Phoenix 

- General Accident 

+6% 
+ 4% 
+2% 
+2% 
+ 1% 

Only Guardian Royal Exchange and Commercial Union have suffered a decline of 1 %each. 

It may finally be noted that the three companies with above-average weightlngs in 

marine and aviation business have all three diminished the relative importance of this 

account. 
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Distribution of Premium Income over the Major lines of Insurance 

The individual composites are not only characterized by substantial differences in 

their geographical premium distribution, but also by major differences in business emphasis 

as will be apparent from the study of Tables 3 and 4, which give the percentage distribution 

of premium income over the major lines of insurance for : 

- U.K. premium income (Table 3} 

-U.S. premium income (Table 4) 

Distribution of U.K. Premium Income 

The seven companies display markedly different U.K. business profiles as highlighted 

in Table 3. 

General Accident is most heavily involved in motor business (60% of its 1978 

premium income), followed by Guardian Royal Exchange (40 %), Phoenix (39 %) and 

Eagle Star (34 %). 

Sun Alliance and London and Royal are primarily property insurance companies 

deriving respectively 53% and 46% of their premium income from this line. They are followed 

at a certain distance by Guardian Royal Exchange (34 %). Commercial Union (33 %) and 

General Accident (31 %) . 

Compared with the other companies, Eagle Star is notably overweight in liability 

business (26 %), while Phoenix and Commercial Union have an above-average involvement 

in marine end aviation business, with 18% and 14% of their premium income in 1978 respect

ively. 

In comparing the 1978 percentages with the 1973 figures the following changes . 

deserve special notice. 

Phoenix and Royal have increased in the U.K. their orientation towards motor 

business with ·7% and 5% respectively. 

Sun Alliance and London and Royal, the two companies which as indicated are 

primarily property-insurance-oriented, display in this period a sharply contrasting pattern, 

Sun Alliance and London increasing its relative premium income from this line by 5 %, 
Royal's proportion on the contrary falling with 5 %. Equally of note is the 4 % increase in 

this line for Guardian Royal Exchange, as well as the decrease with 3 % and 2 %for Phoenix 

and Commercial Union respectively. 



Table 3 : Distribution of U.K. Premium Income of the Individual Composite Insurance Companies over the Major lines of Insurance in 1973 

Motor Property liability Pecuniary Personal Marine Reinsurance Total 
loss and Aviation 

% % % % % % % 

Commercial Union 
1973 23 35 16 6 3 15 2 100 
1978 24 33 11 5 3 14 10 100 

Eagle Star 
1973 33 27 21 3 1 10 5 100 
1978 34 26 26 4 1 5 4 100 

General Accident 
1973 51 32 5 4 2 6 - 100 
1978 50 31 8 5 2 4 - 100 

Guardian Royal Exct.nge 
1973 40 30 5 6 2 9 8 100 
1978 40 34 10 6 1 8 1 100 

Phoenix 
1973 32 26 8 6 2 22 4 100 
1978 39 23 8 4 3 18 5 100 

Royal 
1973 21 51 8 10 3 1 - 100 
1978 26 46 12 7 2 6 1 100 

Sun Alliance end london 
1973 17 48 11 6 4 14 - 100 
1978 15 53 11 5 5 11 - 100 

Source: Wood, Mackenzie & Co., Composite Insurance Annual Reviews~ Set~ember 1974 and August 1979. 
..... 
0 



Most companies have increased their involvement in liability business: 

-Eagle Star 

- Guardian Royal 

-Royal 

- General Accident 

whereas Commercial Un 

+5% 
+ 5% 
+4% 
+ 3% 

11 

As for the orient::'!: ion towards business there has been an overall 

decline re~ulting in difference:.; in 1978 as compared with 1973 : 

- EagleStar -5% 
-Phoenix -4% 
- Sun Alliance and London -3% 
- General Accident -2% 

-Commercial Union -1% 
- Guardian Royal Exchange -1% 
·-Royal -1% 

Di~tribution of 

As Sun Alliance and London, Guerdian Royal Exchange and Eagle Star have only a 

very modest U.S .. involvement, the distribution of the U.S. premium income in Table 4 is 

limited to the for the four other companies. 

As in the U.K., Gen,~ral Accident is in the U.S. most heavily involved in the auto 

insurance business %of its 1978 premium income), followed by Commercial Union 

(35 %), Phoenix (30 %) and Royal (28 %). 

Royal derives %of its U.S. premil~m income from property insurance, whereas 

the other companies account i'or tho following percentages in this line of business: 

- GenerC~I Accident % 
-Phoenix 

- Commercial Ur.ion 

The in the 

% 

% 

in 1978 as compared with 1973 are generally 

rather modest with the excc;::~tion of Royal which has significantly increased its property 

weighting in this period (+ 7 %), while reducing its exposure in the other lines e.g. in auto 

(- 2 %), whereas the other three increas"Ki their auto-portfolio with 2% each. 



Table 4 : Distribution of U.S. Premium Income of some Individual Composite Insurance Companies over the Major lines of hm.nnce in 1973 and 

Auto Property Workmen's liability Accident Marine . Other Total 

Composite insurance companies Compensttion and Health and Aviation 
% % % % % % % 

Commercial Union 

1973 33 28 18 9 1 6 5 100 

1978 35 27 20 10 1 5 2 100 

General Accident 

1973 48 34 9 5 1 3 . 100 

1978 50 32 9 6 1 2 - 100 

Phoenix 

1973 28 30 14 1 6 11 4 100 

1978 30 29 14 8 5 10 4 

Royal 
1973 30 32 17 11 1 7 2 

1978 28 39 16 9 - 6 2 

Source: Wood, Mackenzie & Co., Composite Insurance Annual Reviews, September1974 and August 1979. 

_. 
I'.J 
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Growth and Relative Size 

Table 5 shows the evolution of non-life premium income in the period 1973 - 1978 
for: 

-the British Insurance Association (B.I.A.) 
- the composite insurance group 
- the individual composite insurance companies 

The data in connexionwith the relative size of the individual composite companies 
which haw been calculated from these figures, are given in Table 6, whereas the respective 
growth rates calculated on the same basis are shown in Table 7. 

From these tables the following inferences can be drawn : 

1. The non-life premium income has increased in the period under study with the following 
factors: 

- British Insurance Association 2.07 
- Composite insurance group 1.99 
-Commercial Union 1.71 
- Eagle Star 2.29 
-General Accident 2.23 

-:.Guardian Royal Exchange 1.86 
- Phoenix 2.09 
- Royal 2.12 
- Sun Alliance and London 1.99 

It thus appears that the premium income of Eagle Star, General Accident, Royal 
and Phoenix has been characterized by an above-average increase in comparison with the 
coefficients derived for B.I.A. and the composites considered as a group. The factor obtained 
for Sun Alliance and London, although being smaller than the average increase for B.I.A., 
exactly matches the coefficient calculated for the composite insurance group, whereas 
Guardian Royal Exchange and particularly Commercial Union are the big losers in this 
respect with factors of 1.86 and 1.71 respectively. This tendency is confirmed by the yearly 
average increase percentages, calculated on a ~~simple" as well as on a "compound" basis, 
which are given in Table 7. At the same time this evolution has made itself felt in the relative 
size of the individual composite companies, where, as is seen from Table 6: 

- Commercial Union and Guardian Royal Exchange have suffered substantial declines in 
their market share of 3.6% and 0.9% respectively as compared with 1973; 

- Sun Alliance and London has been able to keep its relative size unchanged; 
-the other companies have succeeded in expanding their market share,; 

It may be emphasized in thiB connexion that the share of the composite insurance 
group a$ a percentage of the total non-life premium income of the B.I.A. taken as a whole 
has dropped from 73.4% in 1973 to 70.5 % in 1978. The lost part has been snatched away 
by companies which, although being predominantly in life business, have made inroads in 
the non-life field, particularly in 1977 and 197f3. 



Table 5 : Non-life Premium lnoome of British Insurance Association, Composite lnsunmce Group and Individual Composite Insurance 

Companies 1973 ~ 1978 (£m). 

y,. B. I.A. Composite Commercial Eagle General Guardian Phoenix Royal Sun Alliance 

insurance Union S1ar Accident Royal and london 

Group Exchange 

1973 3,360 2,466.1 642.2 158.9 333.8 332.9 161.9 574.7 261.7 

1974 3,858 2,818.4 766.4 176.1 372.8 368.5 174.5 663.9 296.2 

1975 4,641 3,403.1 922.6 201.0 471.7 427.1 245.5 786.9 348.3 

1976 6,043 4A29.4 1,148.9 258.2 620.3 560.7 323.4 1,091.8 426.1 

1977 6,535 4,677.6 1,072.5 315.0 674.6 591.5 323.0 1,235.5 465.5 

1978 6,962 4,908.5 1,100.7 363.9 745.8 619.7 337.6 1,220.1 520.7 

Sources: 

- B. I.A., Facts and Figures, 1973 • 1978. 

- Annual Reports of Individual Composite Insurance Companies, 1973 - 1978. 

-~ 



Table 6: Market Share of Individual Composite Insurance Companies as e Percentage of Noo-life Premium Income of Composite Insurance 
Group 1973 - 1978. 

¥ar Com~ Eagle GeMrei ~ Phoenix Royal SunAUiimee Total 

Union Star Accident . Ropi and london 
Exchange 

1973 26.0 6.5 13.5 13.5 6.6 23.3 10.6 100 

1974 27.2 6.3 13.2 13.1 6.2 23.5 10.5 100 

1975 27.1 5.9 13.9 12.6 7.2 23.1 10.2 100 

1976 25.9 5.8 14.0 12.7 7.3 24.7 9.6 100 

1977 22.9 6.1 14.4 12.7 6.9 26.4 10.0 100 

1978 22.4 7.4 15.2 12.6 6.9 24.9 10.6 100 

Change in 

market share -3.6 +0.9 + 1.7 -0.9 + 0.3 + 1.6 
1978 vs 1973 

Source: Figures derived from the data in the Annual Reports 1973- 1978 of the Individual Composite Companies. 

.... 
Ul 



Table 7 : Non~Ufe Premium Income Yearly Growth Ram British Insurance Associm:ic::m, Composite lnsur~mee Group and Individual 

Composite Insurance Companies 1973 - 1978 (%}. 

- - BJ.A. Compo$ite Commercial Eagle General Guardian Phoenix Royal Sun Anianoo 

lnsunmce Union Star Accident Roya1 and 

Group Exchange 

1 1 16.4 13.2 26.7 1 19.3 18.4 14.1 19.8 

1974 14.8 14.3 19.3 10.8 11.7 10.7 1 1 

1975 20.3 20.8 20.4 14.1 26.5 15.9 40.7 1 

1976 30.2 30.2 24.5 3'1.5 31.3 31.7 22.3 

1977 8.1 5.6 - 6.7 22.0 8.8 5.5 - 0.1 .. 9.3 I 

1978 6.5 4.9 2.6 15.5 10.6 4.8 4.5 - 1 11 

Yearly 

Average 

Increase 
1973-1978 

-simple 21.4 19.8 14.3 25.8 24.7 11.2 21.7 22.5 19.8 

-compound 16 15 11 18 11 13 16 16 15 
"""' a:< 

Source : Figures derived from the data in the Annual Reports 1973-1978 of the Individual Composite Companies. 
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The most relevant data for 

summarized in Tables 10, 11 and 1 

-Table 10 A presents the underwriting 

provides the corresponding 

m 

have been 

arnounts, whereas Table 10 B 

- The "loss ratios", "expense expense ratios" are given 

in Tables 11 A, 11 B and 11 

-Table 12 gives a territorial breakdown the underwriting 

Evolution of Underwriting 

1. Table.1 0 A shows 

panies incurred a total underwriting 

1973 there was still an underwriting 

teriorated further in 1974, 

was incurred in 1976 (£164.6m). 

with the 1975 nadir, but still 

(£30.7m). For the first time since 1 

positive (£6.5m). 

It will be noticed that, although 

unden~Vritlng loss over the period 1 - '! 

between them. 

and 

result was again modestly 

shows a cumulative 

striking differences 

Commercial Union at one had underwriting loss amounting to 

48.1 %of the composite sector underwriting whereas Guardian Royal 

Exchange at the other end nearly broke even over the same period. 

Eagle Star, Royal cumulative losses of £58.0m, 

£54.5m and £60.4m Alliance London showed 

over the same period 



Ttible 10 A: Underwriting Results 1973-1978 (£m). 

Year Composite Commercial Eagle General Guardian Phoenix Royal Sun Alliance 

Insurance Union Star Accident Royal and london 

Group Exchange 

1973 7.4 (5.5) {3,2) 1'1.6 1.3 1.9 {5.0) 

(94.6) (15.4) (5.8) {13.5) (7.5} {7.2) (39.8} 

(164.6) (94.1) (6.2) (25.7) 2.1 {7.8) (32.4) 

(124,8} (12.9) 07.6} 3.8 (9.5) {17 ( 11 

(11 (6.3) (6.6) (1.9) 15.1 1.1 

2.9 ( 1.1 4.8 (4.1) 

Cumulative 

Underwriting 

Result 

1973-1978 (400.8} (192.8) (58.0) (50.4) (2.1) {28.6) (1 

Source : Annual Reports of the Individual Composite Companies, 1973-1978. 

!'-. 



The underwriting margin 
(+ 0.30 %) , rit>i"Aif"i!"Wtli'til'lti 

when the 
further in 1 

As can 

Accident 

1.83 %) on 

Although the 

formed at times most badly 

the following 

-Commercial Union: 10.20% 

- Eagle Star : 5.00 % in 1 

- Phoenix: 4.13% 1974 

-Royal: 5.99% in 1974 and 4.12% in1975. 

%) and Phoenix 

sector in this res1pe(:t, 

the com pan ias per

will particularly notice e.g. 



Tabte 10 B : Underwriting Margins 1973 · 1978 

Composite Com111ercmi Eagle General Guardian Phoenix Royal Soo 

Insurance Union Star .Accident Royal and 

Group Exchange 

0,30 (0.86) ) 3.48 0.39 1.17 (0.87} 

{2.01) (3.62} (2.04) (4.13) (5.99) (1 

{ {5.45) 0.49 (3.18) (4.12) 

(1 

{1 {1.12) (0.59} 1 

13 15 0.77 {1.21) 

1973-1978 (1 (1.51) {0.07} (1.83) (0.98) 

Source : Figures derived from the data the Annual Reports 1973 - 1978 of the Individual Composite Companies. 
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- Rest World 

territory to 

sector as a whole. 

(1) Wood, 

(2) Royal, 

12 

12 

in 

Insurance 

in Table 10 A, 
12 

proceed per territory. 

and particularly when 

the group 

cannot endorse 

st1~te: "Paradoxically, despite its 

one of the more satisfactory 

review indeed the only 

insurance 

period an underwriting 

in the U.K.. 

first time since 1969, 

one of £0.1m. 

was the impact of the 
when profitability was already 

1976 brought claims of some £5m 
year due mainly to 

summers, brought further claims 

Review, July 1976, p. 4. 



Table 12 A: UMen.vritinr;:Rewlu U.K. Eire 1973 - 1978 {£m). 

Year Composite Commercial Eagle Genera! Guardian Phoenix Royal SunAUiance 

Iowrance Union Star Accident Royal (*) and 
Group (*) Exchange 

-4.0 to.2) 4.6 4.0 2.2 

16.6 1 (1.6) 2.5 (1 

1 ( ) 3.6 4.0 

{11 1 j 

1 (6.6i (4. 'j) 

1 (1 1'1 

·-- -- --- --
1) i (12.1) 

charges etc. are allocated to U.K. 

Source : Wood, Mackenzie & Co., Composite Insurance Annual Revievws, 1973- 1978. 



This should vle\tved 

the U.K. and Eire undei'\'VTiting 

ass~essEld in the light of the £41.8m downturn in 

composite insurance group, which was more 

mentioned earlier. 
able one in comparison with 

one to an 

profit for the period of 

that: 

exceptional weather conditions 

1 performance was a remark-

Guardian Royal Exchange being the only 

an aggregate underwriting 

Union's record it will be noticed 

- in 1974 it was unique in achieving a significant overall improvement; this was largely the 

result of efforts to rate-up and refine its sizeable liability portfolio; 

- 1976 was characterized by a marked deterioration, due to : 

• bad weather conditions (the estimated cost of claims relating to subsidence was over 

£4m}; 

• underwriting losses in liability motor insurance as a result of inflation and court 

awards; 

• a loss of £3.0m ln the London and aviation business, due to intense competition, 

inadequate rates and inflated repair costs. 

- 1977 showed nearly the same underwriting loss, once again largely due to : 
· cia ims for subsidence damage; 

• underwriting losses in liability and motor business; 

· a £1.9m loss in the London marine and aviation business; 

· a reinsurance loss of £2.3m. 

- underwriting was restored to profitability in 1978, the improvement over the 1977 under-

writing result amounting to £29.4m. The factors accounting for this remarkable 

turnaround from a £ 11.9m underwriting loss into a£ 17 .5m underwriting profit were the 
following : 

· the accident business showed a considerable improvement, partly due to the effect of 

the lower rate of inflation on cost 

· the marine and aviation business written in the London market made an excellent profit 

of £5,1 m compared with a of £ 1.9m for the previous year; 

• reinsurance business left a profit of£ 1 .9m compared with a loss of £2.3m in 1977. 

As noted earlier Guardian was the only composite insurer to obtain an underwriting profit in 

1976 notwithstanding the heavy January storms the very severe drought experienced 

during the summer, resulting in heavy mainly under personal insurance contracts. 

Guardian's 1976 annual report further mentions that "under public and employers' liability 

policies there has been an escalation in court awards, due to the increasing rate of inflation, 

which strongly affected this account" (3). 

(3) Guardian Royal Exchange, Annual Report 1 p.24. 
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Fortunate factors, however, were: 

- its important involvement in the profitable insurance iine; 

- a profit, albeit a small one, on its very large volume in the motor account; 

- the ability to the percentage rate of expenses within the limits antici~ 

pated covered by the volume of pr~miums. 

1977 was the only year ln which incurred an underwriting loss. Its annual 

report for that year provides following explanatory comments for this deterioration (4) : 

"There has little real growth in the economy which has meant that 
only a modest amount of new business been avatlable in the United Kingdom, 
leading to increased competition and ratEN::utting for the business on offer. 

On our fire account we also suffered from the effect of the firemen's 
strike which caused a serious increase in the size of the losses of the fourth quarter .•• 

We continue to write a substantial volume of motor business but the 
margin of profit is always likely to limited ... 
The greater concentration of traffic on roads caused an increase in the claims 
frequency resulting in a loss on our motor underwriting • 

. . . the difficulties of underwriting liability insurance of all types continue. 
Rates are seldom high enough when set against increased cost arising from infla· 
tion, which affected the level of ail claim settlements. We continually have to set 
up higher provisions and I am sorry to record a substantial loss on this class". 

Underwriting was restored to profitability in 1978. The annual report mentions more in par· 

tlcular that 11the fire-account produced a worthwhile profit and that the accident department 

recovered well from the substantial loss in 1977 and was abie to show a modest profit" (5). 

Further it points "to the difficulties to write our personal property account at a profit, partly 

because the average cost of settling claims went up by almost twice the rate of inflation and 

partly due to the reluctance of policy-holders to insure the ful! value of their possessions. 

The motor department was affected by a further increase in claims frequency and, despite 

increases in rates in April 1978, made a marginal loss" (5). 

Sun Amance and london is the U composite insurer to record an aggregate 

underwriting profit for the period (£4.2m). Positive underwriting results for 1973, 1974 and 

1976 were followed by an exceptional underwriting in 1976 (£9.8m), largely caused by 

subsidence claims. The company returned to an underwriting profit in 1977 (£3.1m), but in 

1978 it again showed an underwriting loss (£4.6m}. Sun Alliance and london occupies a 

strong place in the market for personal insurance business, in which exceptionally bad weather 

can produce an exceptional number of claims. 

insurance account in 1978 an additional £7m. 

are estimated to have cost the personal 

(4) Guardian Royal Exchange, Annual Report 1977, p. 

(5) Guardian Royal Exchange, Annual 1978, p. 



the above 

m, 
as follows 

1973 
1974 
1975 
1976 
1977 (2.1) 
1978 (7.0) 

The figures show a 
loss in 1978. The 

- "The 'all-in' account 
end of 1978 we 

was an 
employers' 

On 

After 

As much as half of 

It will 
minating in a £1 
respect ( 7) : 

(6) Eagle 

(7) General f\cc:u:nrm p. 

worst during the six-year 

noted, that 

pension funds and 

to 

is reduced to 

herewith, be restated 

in a £7.0m underwriting 

for this deterioration (6} : 

a loss of £6.3m. At the 
extra for unexpired risks to 

swJere weather in the early months 
on premiums written during 1978. 
n'"'~'""'""'!l" been under-insurance on that 

£ 1.0m arising from a loss on 

':nt.>rr~:'li and Industrial fire account 
remained exceptionally 

had to be made in Eagle Star's 

with an aggregate loss of £18.1m. 

gradually deteriorated cui~ 
the following comments in this 



"Several 
uted (to this loss}. 
tion in reserving against 
experience. 

In first 
to all sections of 
was evidence an 
has yet to be rea I ized a 
private cars and from 1st 

motor and liabilities, contrib
fuil provision for anticipated infla

adversely to affect our 

In the interests motoring public it must be hoped that inflation 
will be brought under control and premium rates stabilized. 

The provisions for the outstanding claims in employers' liability and 
public liability business demand constant revision which is reflected in the 
continuing adverse experience. 

In the case of employers' liability it is not only the effect of inflation 
which contributed to the Changing attitudes in the interpretation of the 
law have led to greater onus being placed upon the employer when his employees 
are injured. Socially desirable this may be, but society should understand that 
here as elsewhere it must ultimately bear the cost. 

Industrial produced a profit. However, personal lines continued to 
deteriorate during 1975 although we major weather losses, Undoubtedly 
the main problem to be overcome is the under-iniUrance of pr.ivate houHs and 
their contents. Whilst costs increase with the reduction in the value of 
money, sums insured have not advanced at the !lame rate". 

The year 1976 showed a substantial improvement over 1975, but produced nevertheless a 

loss of £4.0m. The Annual Report 1976 the following factors (8) : 

- "The severe windstorm ln 
of £4.3m, which fell on 
enal drought of the summer 
houses from subsidence 

- Quite apart from 
in the results from 
to persuade policyholders to 

industrial account 

-The motor account 

(8) General Accident, 

1976 caused a loss to the property account 
householders' section, whereas the phenom-

resu claims for damage to private 
to 

there has been a general deterioration 
occasioned largely by our past failure 

sums insured in line with inflated values, 

years, produced a marginal profit. 

and public iiability business continue 
premium rates have been 

injuries makes the 



- "The householders' 
substantia! 
severe 
effect 
which 

-During the 
verse!y .,.,..,.,,,.,, .• ,.., 
Insurance PIS::lOI:;Hn 

twice that 
emerged for ~lanuary 1 

- Motor business 
February 1977, In 
upward trend in 

- The liability account 
continue to " 

In 1978 the 

given in the annual report 1978 (10) : 

motor account 

Phoenix produced over 

For reasons of comparison a 

other accounts 
£8.3m. In accordance 

1973 
1974 {1 
1975 0.4 
1976 
1977 
1978 (4.3) 

(9} Gene.ral Ac,cla,ent 

{1 

in i 

to 
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p1"evious year. 

produced a 
followed the 
1 by the 

coast of England, 

account as a whole was ad· 
by the British 

NniJI'lrnh,~r and December was 
a slm liar picture has 

an increase in the rates applied in 
of car costs, there was an 

to underwriter as court awards 

following comments are 

loss of £1 1m. 

"'"'."'"'n"''"' not charged to 
loss for the period to 
the consecutive years 



gradual deterioration of 

1976, deserves special notice. Apart 

underwriting results of the other 

Phoenix has a very 

18% in 1978). Both insurance markets 

review, characterized as they 

competition, resulting 

u.s. 

underwriting particularly since 

the factors mentioned earlier, when discussing the 

it emphasized here that 

business (22 %in 1973 and 

in the period under 

underwriting capacity and intense 

underwriting losses. 

Whereas the U.K. produced in the period under review a modest cumulative profit 

of £6.3m, Table 12 B shows the U.S. over the same years a staggering aggregate under-

writing loss of £187.9m. Except for Guardian Royal Exchange which recorded a £1.4m 

profit, all composite companies incurred underwriting losses, some those taking quite 

dramatic proportions as the following list indicates (figures in £m) : 

- Commercial Union 

-Royal 

- General Accident 

-Phoenix 

- Sun Alliance and London 

- Eagle Star 

Commercial Union, Royal 

98.2 

60.6 

16.8 

8.0 
4.8 

0.9 

Accident together as much as 93.5 % of the 

composite insurance group's cumulative underwriting loss. 

It may be pointed out that as is evident from Table 12 B, the period 1973 • 1978 

divides clearly into two parts : 

-the plunge in 1973 · 75 to record loss levels; 
- the subsequent recovery during 1 

Wood, Mackenzie & Co. give causes spectacu !ar downturn ( 11} : 

- "The development of intense competition on the profits of the early 1970's, 
the existence of very strong capital positions ('surplus surplus') and the enthusiasm 
for cash-flow theories. 

- The unforeseen upturn inflation 

- An adverse political, 
transferred tO the nFI'\;n""I"1'H/ 

system by 

( 11) Wood, Mackenzie & Co., 

which exposed inadequate reserving. 

environment, which effectively 
industry rome functions of a social welfare 

Reviw,, July 1978, p. 



Table 12 B : Underwriting Results in U.S. 1973 • 1978 {£m). 

Year Composite Commercial Eagle General Guardian Phoenix 

Insurance Union Star Accident Royal 

Group Exchange 

1973 7.7 0.6 - 7:9 - 0.2 

1974 {43.1) (7.9) - (2.1) (0.2) (2.2) 

1975 (117.3) {75.1) - (11.6) (0.2} (3.9) 

1976 (66.5) (26.8) {1.3) (12.3) 0.3 (5JM 

1977 2.0 3.3 0.3 (3.6) 0.3 1.3 

1978 29.3 7.1 0.1 4.9 i.2 2.4 
- -- - -

{187.9) (98.2) (0.9) (16.8) 1.4 {8.0) 

Source : Wood, Mackenzie & Co., Composite Insurance Annual Revievvs, 1973-1978. 

Royal 

(t.B} 

{27.2) 

(24.2) 

08.1) 

0.2 

10.5 

--
(60.6) 

Sun Alliance 

and london 

0.8 

{3.5) 

(2.3) 

0.2 

-
(4.8) 

w 
m 



-Phoenix 

authorities to grant increases adequate to 
losses. 

liability- effectively, the retroactive revision 
court largely summed up in the 

factors contributing 

levels threatened company 
to concentrate on profitability and encouraging 

to competition. 

rtructure as regulators, faced with a potential 
of availability were forced to allow the 
emerging costs. Moreover, insurers 

flashpoint liability lines to meet the 
the wider interpretation of liability. 

rnc:1!:'un:s been effective e.g. increased deductibles 
a significant decline in frequency last year". 

to downturn and subsequent recovery have amply and 

of composite companies, as illustrated in 

annual reports of Commercial Union, Royal 

i:!''e in 1. 

1.9 

showed an aggregate 

contributing as follows to 

Review, July 1978, p. 8. 



Table 12 C: Underwriting Results in Canada 1973- 1978 (£m). 

Year Composite Commercial Eagle General Guardian Phoenix Royal Sun Alliance 

Insurance Union Star Accident Royal and london 

Group Exchange 

1973 (10.31 (0.4) (1.0) (0.3) (1.8} {1.6) (3.7) (1.5) 

19'74 (20.5~ (2.4) (1.0) (2.3) (2.8) ( 1.1) {6.6) (4.3) 

1975 (11.1) {1.9} -· (1.6) - (0.6) {5.0) {2.0) 

1976 (1.2) 0.3 - (0.1) 0.2 0.3 (2.2) 0.3 

1977 7.8 0.1 - 0.5 (0.4) 0.4 7.2 

4.4 0.1 - 0.1 0.8 0.7 

- - - - -
{30.9) {4.2) {2.0) (3.7) (4.0) (1.9} (7.9} (7.2) 

Source : Wood, Mackenzie & Co., Composite insurance Annual Reviews, 1973- 1978. 

~ 



Wood, Mackenzie and Co. give the following reasons for the deterioration of the 
underwriting results in the period 1972- 1974 (13) : 

- "Canada is inherently a very competitive market, with a large number of 
companies competing for relatively small volume. This was aggra·· 
vated in the early 70's the expansionist icies of U.S. insurers on the 
back of good domestic results capital positions. 

-The imbalance utn\lll!·uonl 

and inadequate rate 
revenues by the surge in inflation 

- The nationalization of motor business in some provinces - Manitoba and 

39 

British Columbia- resulting in intensified competition for remaining business". 

The reasons for the subsequent upturn were similar to those in the U.S. (14) : 
- a stabilization of inflation, 
- a more realistic attitude towards competition, 
-reduction in capacity, 
- a substantial and sustained upward rating correction. 

To illustrate these tendencies a series of extracts are quoted from the annual reports of 
Royal, Commercial Union and General Accident; they are given in Appendix F, 2. 

World 
The group "Rest of World" produced an overall underwriting loss of£ 188.3m. 

Table 12 D shows that all companies recorded losses and that Commercial Union even 
incurred a loss as big as £110.6m, representing 68.7% of the composite insurance group's 
underwriting loss. Data available do not permit a very detailed breakdown of the results 
per territory. 
From the publishsd reports it is verv clear, however, that Australia showed decidedly the 
worst performance, accounting e.g. 
- Commercial Union 

the follo~;vlng cumulative losses (figures in rtm) : 

-Royal 

"Though detailed figures for Australia are not available, there is no 
doubt that the deterioration there over 1972 · 74 was even more serious than 
for Canada, with exceptionally severe losses amounting to .20-30% of premium 
income in 1974. Once the combination of espalation of inflation and 

(13} Wood, Mackenzie and Co., Composite Insurance Annual Review, July 1978, p. 8. 
(14) Wood, Mackenzie and Co., Composite Insurance Annual Review, July 1978, p. 10. 
(15) Wood, Mackenzie and Co., Composite Insurance Annual Review, July 1978, p. 8. 



Table 12 D : Underwriting Results in Rat of World 1973- 1978 (£m). 

Vet~~ Composite Commercial Eagle General Guardian Phoenix Royal Sun Alliance 

Insurance Union Star Accident Royal and london 

Group Exchange 

1973 (11.3) (9.7} {2.0) {0.6} (0.9) 1.1 (4.9) 

1974 (47.6} (1 (2.0) {7.5) (7.0) (2.1) {9.5) (2. 1) 

1975 (46.3) (27.1} (2.0) (1 (5.2) (3.2) {6.8) 

1976 (16.5) (3.7) (1.2) (1 '1) (1 .4) 2.6 i 

1977 {18.1) (17.5) (2.5j 1.0 0.1 0.5 {2.6) 

1978 (33.9} (22.4) (3.2} (1.7) (2.6) (1.5) 0.6 1) 

-- -- -- -- -- -- -
(188.3) (110.6) (15.4) (11.8) (16.7) (6.6) (20.6} 

Source : Wood, Mackenzie & Co., Composite Insurance Annual Reviews, 1973- 1978. 

~ 



inadequate rates for pro·fitability, aggravated by 
retroactive in benefits and the finaJ seal 
on appalling results was set by the Queensland 
floods and 

reasons for the upturn in to in U (cfr. p, 37) 

and in Canada p. 

further 

analysis mainly to the in 

1973 (16) 

The seven companies lost very :.wJ:o~uun amounts in Australia. 

These were largely due to : 

- retroactive increases in workmen's 

-poor experience in the compulsory 

a number of states; 

motor accounts. 

In most cases the underwriting losses were more double investment income earnings. 

(17) 

The major factor behind the £30.6m in "Rest World" was 

resu which for most companies 
produced losses in excess of 20% of Inadequate motor and property 
rates and more in workmen's compensation benefits in a 
number states were the of the Queensland 
floods in January and the cyclone 

1975 (18) 

The "Rest of World" sector 

to £46.3m from £47.6m. 

Commercial Unlon did not 

rating there further to £1 

produced another £8m deficit, 

(16) Wood, Mackenzie and 
p. 7 and p. 

{ 17) Wood, Mackenzie and 

(18} Wood, Mackenzie and Co., 

Composite 

in underwriting losses in 1975 

Accident, Guardian Royal 
London and, in all cases, this 

its losses even deterio· 

European operations 

herein for £4.9m. 

Annual Review, September 1974, 

Annual Review, ly 1975, p. 33. 

Insurance Annual Review, July 1976, pp. 35-36. 



the 

(20) 

1978 (21) 

to 

went fmm an 

"Following 
with most of 
has again set in, particularly on 
expected to 

to 

to a of £2.4m 

have considerably improved, 
However, intense competition 

account. Results are therefore 

by intense, irresponsible 
deteriorating rapidly". 

Insurance July 1977, p. 27. 

insurance Annuai Review, ,July 1 p. 39. 
Insurance Annual Review, August 1979, p. 36. 
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Changes in the Distribution of 

Tables 16, 17 and 18 ·for 
the assets subdivided in their main .... ,-r,.,.,,.,. 
- in £m (Table i6); 

- in indices (Table 17); 

- in percentages (Table 18}. 

taken as a 

Table 17 shows that the total assets have nearly doubled over quinquennium 

(coefficient 1.99}. The respective factors increase are {in descending order) : 

- Fixed Interest Securities 

- Mortgages etc. 
- Cash and Deposits 

- Agents' Balances etc. 

-Property 

- Ordinary shares 

2.75 

2 
2.05 

1.91 

1.73 

1 

It thus appears that the typically "fixed interest" assets (fixed interest securities and mort

gages). have scored the greatest increases over the period, as well in absolute figures (cfr. 

Table 16) as in relative importance. The "equity" components (ordinary shares and property) 

have on the contrary underperformed in comparison with average increase factor for 

total assets, but particularly compared to the "fixed interest" In the "equity" 

category itself ordinary shares show a poorer performance (1 .24} property (1.73). 

Table 18 confirms this tendency. The proportion of "fixed interest" assets has 

increased from 35.9 % in 1973 to 4 7.9 % in 1978, whereas in same period the relative 

size of the "equity" components has declined from 38.1 %to 26.5 %. 

The main reasons underlying this marked change in investment 1.trategy in this period 

were: 

- the general and substantial rise of interest levels in period under review; 

- the escalation of inflation and the disappearance of 

tion hedge" qualities of equities and property, subsequent to 

optimism about the "infla

wor!d-wide collapse of 

stock exchange values in 1973 and 1974 which is illustrated further on. 

That this change in investment strategy was common to nearly all companies is 
illustrated in Table 19, which summarizes the shifts in "fixed intereb't" and "equity" assets 

for each of the individual composites in 1978 compared to 1973 (8). 

Royal shows the most marked swing from "equity" to "fixed interest" assets, the 

decrease in the former matching almost exactly in the latter(- 19.6% versus+ 

19.8 %). 

(8) Appendix C gives the percentage distribution of each individual company for the 

succ$ssive years 1973 up to 1978, 
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same are: 

%versus+ 1 
~% versus+ 11.2 %) ; 

- Phoenix 8.4 % versus+ 11 .6 

"fixed interest" to a minor extent. 

A closer study of the stock 

1973 and particularly 1974 were far 

of view. Table 20 shows the widespread 

years. 

period under review reveals that 

most difficult years from an investment point 

severe that occurred in all securities in those 

Table 19: "Fixed lntsrest" and "Equity" Assets as a Percentage of Total Assets 

in 1913 and 

Commercial 

Fixed Interest 

Equity 

Eagle Star 
Fixed Interest 
Equity 

Ganeral Accident 

Fixed Interest 

Equity 

Guardian Royal 

Fixed Interest 

Equity 

Phoenix 

Fixed Interest 
Equity 

Royal 

Fixed ! nterest 

Equity 

AUiance 

Fixed Interest 

Equity 

41.4 

.3 

Difference 

+ 11.2 

- 14.0 

+ 6.4 

+ 2.1 

+ 6.4 
3.6 

+ 13.6 
-1 

+ 11.6 

- 8.4 

+ 19.8 
- 1 
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Table 

Eagle 

Phoenix 

Royal 

Sun A Ilia nee 

Source: Figures n"'''IH~"'"~ 

Composite Insurance 

The relative 
Union(+ 8.6 

Royal on the contrary showed C~nly a 

London 

the 

When comparing .,,....,.,.,""f"" 
following picture 

Table 22: 

Commercial 

Eagle 

General Accident 

Guardian Royal 

Phoenix 

Royal 

Sun 

(10) 

at 

1L4 

12.8 

% 

1 

1 
10.7 
4.8 

13.0 

1974 of Individual 

was most pronounced in Commercial 

1.3 (+ 5.5 ~~oL 

% 

'~'"'"''""''"'"Sun Alliance and 

high ofthis 

were, to some extent svvitched 

1974 and the 

of 1974 and 1975 

1975 
% 

9.1 

12.8 

10.6 
12.1 
6.0 

11.0 

1975 the Individual 

ly 1 p. 19, 
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\e ......... .,.; ..... w.ith a 

at its already 

the low levels 
lowing comparison of 

Table 23 : Selected Stock Market at the 1974, 

.12.75 

and 1976 

31.12.76 

United Kingdom 
(Financial Times Indices} 

20-Year Stocks 

20-Year Debentures 

All Share 

United S·tates 
(Dow Jones Indices) 

Bonds 

30 Common ............ , .. ,, 

Table 23 to 

there were substantial 

the U.K. price leveis at the 

31.12.74 

38.9 

37.2 

66.9 

66.1 

there were in 1976 appreciable ln ... v·tl~"""'"' 

In the following te~ble 

the period by including the 

Table 24 : Selected Stock Market Indices at 

31 

Indices) 

Government Securities 

20-Year 
All Share 

United States 
Bonds {Kuhn Loeb Index) 

30Common 
(Dow Index) 

1 

1 

1 

49.6 

158.1 

46.4 

46.1 

152.0 

93.2 

1,004.6 

1976 shows that whilst 

little difference between 

In the U however, 

and bond prices. 

stock exchange movements is completed for 

and 1 

.2 

and 1978 

'12:78 

68.7 

54.8 

220.2 

85.4 
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The been influenced 

by the investment of capital-raising 

made by the companies to meet 

The 

1. the disastrous in 1974. 1 

2. the collapse of the end of 1973 and in 1974 and the reduction 

of the value of assets he!d to meet future 

3. the heavy and escalating inflationary pressures during the period under study whlch boosted 

premium income as well as costs claims. 

The combined effect was a very pressure on the solvency 

margins { 11) of the composite insurers. 

This influence may gauged by comparing in the solvency margins for 1973 

and 1974 of the composite group and of individual companies. differences are as 

follows {figures in %) : 

-Composite 

-- Commercial 

- Eagle Star 
- General Accident 

- Guardian Royal 
-·Phoenix 

-Royal 
-Sun AJ!iance and London 

It should 

have been as low as 14 %, 

October 1974 had been cA'-''uv 

As Royal had at the end of 1 
pared to an average of 26.8 % 

traction (- 38.7 %). 

·~ 21.3 

-28.9 

commitment to 

the sector), it suffered in 

Wood, Mackenzie and Co. comment on 

1972- 1974 as follows (1 

of 

( 11) The solvency margin is 
yeariy premium income of company. 

shareholders' 

1974 would 

by a rights issue in 

most striking con-

margins in the period 

and reserves into the 

{12) Wood, Mackenzie and Insurance Annual Review, July 1975, p. 17. 





in 

1 

1 

1 

extant. 

new money in 

21.1 

21.1 

1 

1 

to 

as is 

1 . 1 

. i 



1. 

in 



27: ncom~ 8$ a Ps:wrc&o!1l~ Pr~mmm Income 

Eagle 

Union 

1 1 1 14 10 

1 11 1 1 11 'I 

1 1 "' '! 77 1 

1 ~ 
1 11 5.17 11 ,1(:) 11 1 'I 

1 1 1 i n 1 1 •'j 

in 1-{<:;nnrt<> of :nmnno::;1"' Insurance 



: nwstment ! noome to 

Composite 

Star 

1 1 0.71 1 1. 

1974 1 1 1.07 "1.64 1 1 1.17 

1 1 "! 

1 1 1 1 1 1 1 

1 1 1 1 1 1.11 1.Hl 

1 1.01 1 1 1 

taxes: 

data in the Composite Insurance Companies, 



Table 29 : Net Investment to Dividends 1973 • 

Year Composite Commercial Eagle General Guardian Phoenix Royal 

Insurance Union Star Accident Royal and london 

Group Exchange 

1973 3.83 4.10 4.13 4.28 

1974 3,42 4.95 4.99 4.01 

1 

1 4.59 

: Figures derived Reports the I , .... ..,.,..,....,,1-.., insurance Companies, 



Life assurance 
source of earnings 

there are substantial 

statements with regard to 

are given in Appendix 

ferred to 

The 

Instead 

much more appropriate to 

importance of the life assurance 

{1) Rowe & Insurance pp. 

the third 

statements 

is trans-

than 
which is allotted 

the directors" (1 ). 

n"''~'"''"n'r"'-r·n-., ... Table 30 which 

concerned. 

it seems 

varying degrees of 

companies: 



Table . 

Commercial Phoenix 
800 LUUUUU 

1 1 1.5 1 1 1. 

1 3 1 'l 1 1 1. 

.7 3 L6 

1 1 1 '} 

""'' 

1 1.9 

45.3 1 1 

Annual of the l 

Rowe & 

" are net 

is required to contribute to in year~, 

amount so i:r;:;n"fprr..u'i 



to 

- to 

{2) R p. 



~ N - ·-
'11<""""" ,..,:: """" ,_.. -· ,- i:f''""' ,_. 'II'" 





in l.lnnnn" of """'..,"'1""" Insurance 1973- 1 



EARNINGS SHARE, N ASSET VALUES, SHARE PRICES 

Eamings per Share 

Table 33 overleaf shows the available net income or earnings per share for each of 

the seven composite insurance companies. Compared to 1973, the earnings 1978 have 

Increased by the following percentages (ranking in descending order} : 

-Royal 

- Eagle Star 

-· Guardian Royal Exchange 

-Phoenix 

- Commercial Union 

- General Accident 

- Sun Alliance and London 

+ 185.0% 

+ 170.3% 

+ 109.6% 

+ 85.4% 

+ 79.8% 
+ 70.4% 
+ 56,8% 

When comparing these data with the Retail Price Index increase which was 111 % ( 1) 
over the period under review, it "of the sevencompanies, only two - Royal and 

Eagle Star- have achieved real growth, Guardian Royal Exchange's earnings 

progress has just matched inflation. All of other companies have underperforrned over the 

period" (2). 

(1) Wood, Mackenzie and 

(2) Wood, Mackenzie and 

Composite Insurance Review, 

Insurance Annual Heview, 

73 

p, 

19'79, p, 





~f) 

+ % 

% 

% 

1 



Table 34 : Evolution of Net Asset Values oer Share 1973 - 1978 {in p.). 

Commercial Eagle General Guardian Phoenix Royal Sun Alliance 

Union Star Accident london 

Exchange 

1 223 227 298 

1 150 167 7 

246 259 

1 

1 

: Wood, Mackenzie & 



Tables 35 and 36 give at the end the 1972 (4} until 1978 : 

-the F.T.-Actuaries ali-share index, index and the share 

prices of each of the seven composites on "" 100 (Table 35) 

-the year-to-year percentage changes in the same indices and share prices derived from 

the previous table (Table 36). 

The tables show that the British share market performed very badly in 1973 and 

even worse in 1974, the F.T.-Actuaries all-share index showing at the end of 1974 a slump of 

69.3% (with reference to 31 December 1972), composed of losses of 31.3% in 1973 and 

38.0% in 1974. The main factors accounting for the steep fall in 1973 and particularly in 

1974 were (5) : 

- the oil crisis, which required large-scale borrowings abroad; 

- the miners' strike paralysing the economy for weeks; 

- the collapse of real estate financing and the serious di-fficulties on the part of the so--called 

secondary banks; 

-government policy with regard to intervention in industry, industrial relations and taxation; 

·- the huge budget deficit; 
- the persistently big deficit in the trade balance; 
-the high inflationary pressures. 

The composite insurance index fell in the same period with 66.0 %. With the exception 

of the Eagle Star share which showed a decline of 76.0 %, the losses of the other composite 

insurers' shares were all in the 63.5 % ·- 67.5 %range. 

The share prices recovered substantially during 1975, so that at the end of that year 

the F.T.-Actuaries index showed an increase of '1 % in comparison with the end of 1974. 

It is true that this recovery may be explained to a major extent by technical factors such as 

the extraordinary downturn of the stock exchange in 1974. "More fundamental, however, 
was the changed attitude of the Labour government which, through a reduction of tax on 

stock profits, abolition o·f rent control and a more realistic economic policy had provided a 

real basis for a stock exchange recovery'' (5). 

The composite index showed a rise of 119.7% compared to the end of 1974, the 

percentages of increase ·for the individual composite insurers' shares varying between 138.3% 

(Eagle Star) and 80.6 % (Commercial Union). 

(4) Inclusion in those tables of the December ~~1, 1972 figures is intended to illustrate 
mor.e clearly the dramatic fall of share prices in 1973 and 1974. 

(5) Krapietbank, Weekly Bulletin, 1976, No. 1, January 2, p. 3. 



Table 35: Evolution of F.T.·Actuaries AU-Share index, Composite lnsairance index and of Composite Insurance Share Prices 1973 -1978 (31.12.72 = 

-At F.T.-Acruaries Composite Commercial 

All-Share insurance Union 

72.3 73.1 

34.5 

i 

1 
' 1 

1 100.9 

Source: Read, Hurst-Brown & Co., insurance Shares, 1973-

Eagle 

Star 

General 

7 

1 

.5 

Guardian 

Royal 

Exchange 

Phoenix 

7 

.3 

~ "7 
~ u j 

Sun 

and 

91.9 



Table 36: Year-to-Year Percentage Changes in F.T.·Actuaries AU-Share. index, Composite Insurance Index and Composite Insurance Share Prices 1973 · 

(31.12.72 = 100). 

At F. T .·Actuaries Composite Commercial 

Year-End AU-share lnsurarn:e Union 

Index Index 

1973 - .3 -- 27 -1 
' .I -26.9 

-- 53.0 -52.8 

1 + 1 + 119.7 + 80.6 

+ 41.0 + + 53.6 

1978 + 2.6 -- 11.0 - '1.3 

: figutes derived from the data in Table 

Eagle General 

Star Accident 

- - 22.2 

- ·- 53.1 

+ + 1H:U 

j 1.7 ,.,}- L4 

+ + 5L9 

- - 14.1 

Guardian 

Royal 

Exclumga 

-

·- 51 

+ 

+ 

- 13.6 

Phoenix 

1 

+ 119.1 + 

- 1 

+ + 

Royal Sun AUianee 

and London 

+ 7 

l 

+ 

_; 12.4 
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After 

(8) 

? pp. 

p. 
p. 
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10% 

in 

the year started with 
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at 

% (1 
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Appendix A. 2 
COMMERCIAl UNION 

Revenue A.ccoont Summaries Short-Term Business 1973-1978 ( £ 

1973 1974 1975 1976 1977 '1978 

Premiums Written less Reinsurance 642.2 766.4 922.6 
Increase in Uneamoo Premit!ms 1) 

--- ~ 

Premiums Earned (A) 626.1 144.3 884.7 

Claims I nrurred 430.5 517.4 684.5 818.2 nru 717.2 
Commission and 195.5 241.9 296.6 365.3 344.3 356.6 
Other items 5.6 0.4 1.9 

----- ---- --- ----- ---·· ----
Commission and Exoen:res and Others (B) 63i.6 759.7 978.8 

Result (C} ""(A) -- IBl 2.9 

irrvenment 62. 8'1.5 99.9 123.9 127.7 143,3 
less ; Interest ___ ,.,....,........_ --- ----· ---
investment ~noo!'lli£ .. net 46.6 62.5 17.9 99.2 100.5 124.3 

Ufe Transfer 2.1 :u 8.0 1.9 14.2 15.0 

Profit before Taxes = + + 43.8 50.2 47.3 00 .. 8 142.2 
Taxation 6.8 

---- ---· ---
Profit after Tax~s 27.1 28.8 34.9 68.1 88.6 

Interests and Preference Dividends (1 
------· --- --- --- -

Profit available to Shareholdei'i 2ftl 28..6 34.0 67.5 87.7 
Dividend ( 1} 

---- --- --- ---
Retained Profit 13.8 10.3 (24.9) 12.5 37.4 52.7 



3 .. 
EAGlE STAR 

Revenue Account Summaries Short-Term·Busioo!!!l1973-1978 ( £ 

1973 1974 1975 '1916 1917 1978 

Premiums Written less Reinsurance 158.9 176.1 201.0 258.2 3Ui.O 363.9 
Increase in Unearned Premiums 

--- -- ------ --- -- --
PremilJms Earned 148,3 168.5 194J) 243.7 292~7 345.7 

Claims incurred 100.7 17.4 132J' 170.6 203.2 24SJ:% 
Commi:>sion and 48.6 54.5 64.5 80.3 93J; 101 
Other items 2.2 2A· 3,5 5.7 6,9 

---·- --~- --- --- ---- --~-

Commission and Hi1.5 174.3 200.7 256.6 303.9 364.4 

Result ~ - (3. 

Investment 17.2 22.2 27.1 40.5 47,8 

less : Interest 0 --- --- -- ---- -
hwestment gnoolmN'llet {D) 16.4 21.3 26,1 38.8 

Uti\! Tr~fllsfer 4.9 5"" -~ 6.2 7JJ ~to 9.4 

Profit beforl!J Taxes + + 'Hl'i 20.8 26."1 32.9 43Ji 50.9 
T<~xation ( (11 (1 

-- ---- --- --- ----· --
Profit after Taxl!s 8.1 uu 14.3 'Ut6 21.8 29.•4 

Preference Dividends and 

--· --- _,_.,._ --- -~- ---
Profit awaiiable to Ordinarv Shareholden 7.2 8.8 13.4 11.3 25.5 25.4 

Dividend 
-~-· --- --- --- --- --

Retained Profit 3.2 4.5 7.4 10.0 18.2 172 



4 
GENERAL ACCIDENT 

Revenue Aeoount Summaries Short· Term Bt.Wness 1973-1978 ( 

1973 1974- 1975 1976 1977 1978 

Premiums Written less Reinsurance 333.8 312.8 471.7 620.3 674.6 745.8 
Increase in Unearned Premiums H --- --~ ---- --·- ----
Premiums Earned IAI 320.7 358.9 445J) 583.5 639.4 713.5 

Claims Incurred 209.3 260.9 332.6 420.8 452.7 497 
Commission and Expenses 99.8 111.5 138.7 180.3 193JI 2HU 

\R~d'!: ... ·- 11.6 i13Jil i25.7i !H.6l (6.3! '! 

investment 28.4 35~0 42.3 60.0 75.3 88.3 
(1 (1.6) (1 (1 0 ~5) __ ....._ __ --- ---· --- ~--- --~--·~ 

Investment h'loom&-net ID 1 26JJ 33.4 40.7 58.3 73.8 86.8 

Ufe Tran<~fer 1..5 'L6 1.8 1.9 2.7 

Profit before Taxes = + + 40.0 21.4 16.8 42.6 10.2 90.1 

Taxation H (il 
---- --- -- --

Profit aftGr Taxe!> 27JJ 1l!;: 'i.l1 ....... 13.2 30.7 49J) 00.4 
Preference Dividends and 

Other Items (1 0 0 0 
--- --- --- -- --

Profit available to Shareholders 25.6 14.7 112.0 30.1 47.8 59.4 
Dividend 1l ----

Retained Profit 19.5 8.0 4.7 19.3 34.4 44J:l 



!;:; ,, 
GUARDiAN ROYAl EXCHANGE ASSURANCE 

Revenue A~l"'t Summaries Short-Term Bwir.ess 1973·1978 i. £ 

1913 1974 1975 1976 1977 1978 

Premiums Writtan less Reinsurance 332.9 36tt5 427.'! 560] 59USi 6'19.1 
Increase in Unearned Premiums 

--- --- ·--- ----
Premiums Eamoo {A} 327.4 361,9 413.2 535.6 585.9 601:7 

Claims Incurred 227 . .2 257.5 276.7 356.9 39U3 400.5 
Commission and 98.9 1'1 .9 134.4 174.9 180.9 187.4 

--- --- --- --~ ---- ---~ 

Commission and 326.1 369.4 411.1 53L8 57.2~5 596J3 

R~ult {C) =(AI -· (Bl Ll 2.1 3.8 (6J:'H 4J$ 

I nvestmant I noome-<~n:;Sil 32.6 38JJ 492 58.5 65.3 11. 

---- ·---- --- --- ---- --
~nvestment lnrome..net 2~U 3L3 42Ji 5U! 58.9 71l4 

Ufe Transfer 2J~ tt3 5.!) !i5 6J5 8.1 

Profit before Taxe111 "" + + 32.3 28.1 4~Ui 61.1 58.8 s::.t3 
Taxation 

Profit after Taxes 17.2 13.9 24.9 32.5 30.4 42.4 
Interests and Preference Dividends 0 (1 

--- --- --- --- --
Profit <~vailable to Ordinary Shareholders 16.3 13..3 24.3 31.1 28.5 41.3 

Dividend 01 ( 
---- --- --- --- --- ---

Retained Profit 9.5 5.5 13.9 19.6 15.6 26.7 



Appendix A. 6 
PHOENIX ASSURANCE 

Revenue Acoount Summaries Short-Term Busioou 1973-1978 ( £m) 

1973 1974 1975 1976 1977 1978 

Premiums Written feu Reinsurance 161.9 114.5 245.5 323.4 323J) 337J3 
increase in Unearned Premiums (11 

--- --- ---·-
Premiums Earned '165.4 171.4 239.7 300] 312.0 327.3 

Claims Incurred 100,8 127.4 172.8 226.5 22U3 231.3 
Commiuion and 4tU 5CL8 74.2 92.6 91.4 98.7 
Other Items 0.6 OA il5 0.1 0.9 L4 

---· --- --- ----·· 
Commission & Expenses and Others (Bl 153}5 178.6 247.5 319.2 31:~.9 331.4 

Result !Cl =tAl -· n:n u~ (7.2) f7.8) {9.5) 

! nvestment 13J) 17,7 2Et 36,3 41 412 
{1 ~-\ f 

-·--- --·- ----· --~.-- -~--

h'lvestment :ncorns·oot 12.4 16.4 24.3 32.2 35.9 

life Transfer (E) 'L4 1.5 1 'tS " 2tt2 l 

Profit before Taxes = + + 15."7 10.7 Ut2 24.5 35.9 31.6 
Taxation (1 

--- --- --- --- ,_ 
Profit after Taxes 9.9 1.0 13.1 14.9 26.6 2!i7 

Interests and Others 0 {1 
----- --

Profit available to Shareholders 8.6 5.8 11.1 12.6 24.1 22J3: 
Dividend f"" J --- -- --- --- --- --

5.7 2.2 5.2 7 .. 2 17.8 15.8 



A.7 
ROYAl U\lSURANCE 

Revenue Account Summaries Short-Term ButineS!I1973·1978 i 

1973 1974 1975 '1975 1917 1978 

Premiums Written il~S!I Reinsurance 574.7 663.9 786.9 
Increase in Unearned Premiums · 

---- ---
Premiums Earned 558.0 641.7 765.2 1 ' ' 

Claimslm::urred 382.5 463.2 548.5 717.6 784.0 764.9 
CommiS!lion and 180.5 2UL3 249.1 337.1 393JJ 391:t4 

---- __ M ____ ---· ---- ----
__ " ___ 

Commission and Exoenses (B) 563.0 581,5 797.6 '!Jl54.7 1, ,H:l3.3 

Re:mlt !Cl =fA! - (39J!l (32.4) (11.8) uu 

! nvestment I noome-v,ross 44.8 53.8 64.8 95.8 

0 0 (1 __ , __ 
-"""=""~" ---- ·- -~-

inve:rtment Income-net 44.6 53J) 63.4 1'14.3 

life 1'ransfer 'L3 1.7 1.7 2.2 4.4 

Pro'fi:l: before Taxe!l + + 40.9 1<t9 32.7 18.1 133.8 
Taxation {11 

---- ---- --- ---- ---- -----
Profit after Taxes 25,2 10.6 21.3 50.5 11.5 88,5 

Interests and Other Items ( 
--- --- ---

Profit available to Shareholders 26.1 10.6 21.1 00.2 14.1 67.8 
Dividend '!) 

---- --- ----· 
Retained Profit 12.2 (4.5) 2.6 28.1 49,8 59.4 



8 
SUN AlliANCE AND lONDON INSURANCE 

Revenue Account Summall'ies Short-Term Businel!s 1973-1978 ( 

1973 1974 1975 1976 1971 1979 

Premiums Written less Reinsurance 261.7 296.2 348.3 426. 465.Ei 520.7 
increase in Unearned Premiums .l 

--- ----- ---- ___ ....,.._ 

Premiums Earned {Al 249.5 285A 335.1 4!0.5 449.4 499.6 

Claims incurred '!132.3 195.8 224.1 :284.8 298.7 336.7 
Commission and 80.9 95J) 11 .5 136.7 149.6 167.8 

--- -~.- -·-·- ---· ----- ---
Commission and 243.2 290.8 335.5 421.5 504J:i 

R;;~su!t = - 6.3 

lm.1ertment 29.0 34.5 4£.8 53J) 59.9 

____ ,_< 
-·~-~ .. ----·- ----··· 

lnvel!tment lnoo1oo-net 2U1l 28.2 34.3 46.6 5:!Hl 

life T ransf~r 1. u U) 2 .. 1 

h'loomt~ 0.2 0.2 {)"» •"' O.i 0.6 

Profit before T<~xes -- + + +· 29.5 24.7 35.6 37.8 5"> ro #.I 59Ji 
Taxation (11 ('! ' i 

---- ---·· -- ---
Profit ai'ter l'axes 11.7 15.4 19.7 21.9 3::t1 33A 

Interests and Other Items 
--- <•---- ---· - --

Profit available to Shareholdern 11.4 13.1 19.5 2Ul 31.9 33.1 
Dividend l 01 __ .__ 

---· 
Retained Profit 12.2 7.4 11.4 12.9 .9 21.9 



COMMERCIAl UNION 

Balance Sheet Summaries S"nort·Term Bul§in~ 1973-1918 



EAGlE STAR 

&lance Sheet Summaries Short-Term Bumnlil$$1973·1978 

1913 1974 1975 1976 1977 1976 

and Reser;res 

25.5 25.5 35.6 35.6 33.6 33J) 

Reser;~es 2fU 12.0 47.5 56Jl 73.9 89.2 
--- --- -- --- --

51.5 37.5 83.1 92.2 

6.4 .5 6J3 7.2 6.8 
9,8 14.3 16.4 11J3 

Uneamoo Premium;; 93.4 105.5 133. 15GL5 ~19~9 

Claims 142.8 16f:t3 21::t~~ 255.8 313.7 

Other Current 42,7 3l'l6 5201 7!i6 87,9 
---- -~~· ---

31:t9 327.6 427.9 537.8 622~9 722.8 

Fixed Interest Securities 6EL5 59.2 8f.L9 152,8 255~7 

32J5 39.1 22.9 25.5 24J5 

,7 76JJ 103JJ 14Hl 180.6 2Ht2 
13.4 27.7 3L4 48JJ 49. 50.5 

65.2 70.3 1C'6.2 121 1"7 $!-' 
R,j-,;- ~~ 

35.5 55~3 73J) 70,0 36.6 34.0 
----

312.9 327J3 427.9 537.8 622.9 722.8 
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GUARDiAN ROYAL EXC!o~ANGE ASSURANCE 

Baial'il:l$ Shmrt Summaries: Short-Term 8~Jsin$S 1913·1918 

1973 1974 1915 1916 1977 '1£'18 

and Reserves 

28.0 34~7 ~-..., ~"W.l 347 34~ 

Reser\tes 59J3 10'2~7 124.2 
---· ,_,,.....,..,_~-=----- ~~.--~ 

87 '1!58.9 

"e"""'"" lnvestments to ~r!cet 85J3 102~2 
,_,.w~~n- ~~,.--- --

100,. 

p:.ijJ5~- f!/L7 
Uoeamoo Premium!i 1 

"""~""' 'll ,..,.!v ... ,g;. 3::'"i<t0 369.9 

104.2 
---~- ~~ . .,.,.,.,....-- -·---... ~-.-. 

7445~ 94it9 1T165Ji 

Fixed Interest Securltie'> 104.9 1702 23fl4 
!'r' J. 73.C 86~7 1 

196.3 1()6J5 205.9 203,8 

73J:l 1 ;14~2 174.3 
156. 184.2 212.5 272~3 2811 3~i9.,6 

Cash and 4"' ~ ! ~!>f 101,!); H}fl2 1 
--- -v"'''"~~-- -~-· .... ·~~ ----~·· -----· ~'~~·-.... -
75'! 744J;) 949.9 1,155.5 



?HOEf'<IIX ASSURANCE 

Bal<'!nre Shoot Sv.mmari"*' Short"T;;;rm BIJ!Iin~~ 19'13'·1978 

1913 1974 

H 

46.5 

5fU1 

HU) 

51"2 
78,0 

25JJ 34J3 

296J3 324,1 

197~ 

14~7 

~~jj':"\1. 
~ .. ~..,.. 

1 i9.7 
57 A 

415.8 

1976 

86.5 
s:u 

147,8 

74.2 

604.7 

Apper11dh' 

1977 

41 

630J5 
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GENERAL ACCiDENT 

Percent/a\~ Distribution of Short-Ti!rm Furn:b ow~r A$set Cate~ori~s 1973·1978 

1913 1975 1976 1911 

Fixed Interest Securities 42.0 37J5 42.9 

etc~ 

:;~"l 

Baiances 3.6 15,3 Hi6 1 

Cash 1 h "';! ""·"' 12.9 8.:2 7 
""""""~~--.,-., -~~"' ~---~--

'!00.0 10(U9 100J} 100.0 



4 

GUARDIAN ROYAl EXCHANGE 

P<'il!r!i"..,ntl11lnA Oi$tribution of Shott-T~m1 funds Oller AsU~t Cate®rie:~~1973-1978 

1913 191./l. 1915 1976 1971 1978 

F ixad I ntere:l!t Securities 17.9 20.5 2!l2 

9.9 9. 9,.5 7"7 

2U' 7J) 

23~4 UL3 1 l 6J 

Baiamces 22 .. 24] 22A 23~4 

Cash and it3 i 10.6 12.1 
--~ -·-- ~""""""""--...........,., --- ......,,...__ 

100.!J 10\lO 100.0 100J) 100.0 

.,.., 



!i 

PHOE~JIX 

P ... v-nmm. Distribu!:ion of Short-Term ft~nd!! over As!let Cateuories 1973-1978 

1913 1974 19'15 1976 1917 1978 

Fixed I merest Securities 2fl9 24. 29.6 32.2 38. 

etc. 3.1 4.8 5.2 6.4 6J3 5.0 

Shares 27.0 2115 16A 14.3 

10.13 1!i8 .5 '10.4 1 'J 
f. «->- 1 

Balances etc. 2::l2 1. 25.2 24.4 

Cash and 10.7 12.1 12.3 7.5 
--=~ ---~---

____ ,_._..,.,. ---· 
100J) '!OOJJ 100.0 100.0 



IS 

ROYAl 

P~ltr.PJnt$m"' Distribution of Short-Term !Funcb ower A!l$et C8tagories 1973-1978 

'i973 1974 1975 19'16 1977 1978 

Fixed Interest Securities 375 38,8 47.3 54.6 

etc. 1.6 .8 1.7 Hl 

Shares 33.8 29.4 20.9 15J) 

ELO 5,1 4J5 3.9 

Balances etc .. 2CU i9J3 20~1 

Cash ar~<j Deposit:; FJ~ ... ~ 6.0 4.5 
- --· ----- --

100,{) 100.0 100JJ 100.0 100.0 111'110 



1 

SUN AlliANCE AND lONOON 

Pelr~:ntlige Distribution of Short-Term funds ovlllr A$set 1973-1978 

1973 1974 '!975 1976 1977 1978 

Fixed interest Securities 2f:t4 29.0 32.0 30.5 ::K7 a~. 
~'" ~ 

etc. 2"' .v 2~0 'L5 '1Jj J3 1 ~6 

Shar:t;tt 24.6 20.6 21~4 21~4 20j5 19.8 

Hl7 1 ~5 
,, 

' 

Balances etc. 24.7 25J} 23~4 22.4 2!'.t8 

Ca~h and 12.8 13.\J 11 12.7 
--- --- --- --- --
100.0 100.0 100.0 100J) 10(t0 100.0 



1. Premium ! ncome 
2. I nve:rtment I nco me 

Total 1 and 2 

Claims 
4. Commission and Expoo~s 
!::: ..... Taxation 
6. Transfer to Shareho!ders' Funds 

Total 3, 4, 5 and 6 

Cash Flow {=A minus Bi 

Funds 
Other liabilities 

Fixed lntare:rt Securities 

Cash and n"'"'""'"" 

COMMERCIAl UNION 

Revenue Accoom Summaries BusineliS 1973-1978 

1973 1974 1975 

1L4 187.8 202.5 
63.5 98.2 113.2 

--- ---· ---
114.9 286.0 315.7 

73.5 '122.7 138.0 
26.5 43.4 52.4 

3.8 5.9 7.8 
3.6 6.2 3.5 

--- -~-- ----
~07.4 118.2 201.7 

67.5 10'1.8 114.0 

B;;ilan~ Sheet Summaries Bullli!'!eliS 1973-1978 { £ 

1973 1974 1975 

231~0 1 1 
59.8 61.8 84.8 
-·- --

1.290.8 1.281.7 1.622.0 

366.4 256.8 38Ui 
441.8 497:1 562.9 
223.9 180.8 261.9 
158.2 196.1 227.1 
56.1 65.3 63.7 
44,4 85.6 t24.9 

---· ---
1.281.7 1..622.0 

1976 1977 1978 

258.2 258.3 280.7 
147.7 163.3 189.3 

---- --- ---
405.9 42'U:I 470..0 

173.2 153.3 165.8 
67.5 00.1 
8.3 8] 

20.9 9.3 
------~·~~ ---· --~-.. 

269.9 240Ji 25~t'l 

136.0 181 210.9 

1976 1911 1978 

144.3 137.7 140.1 
---- ·--- -----· 
2,017.1 2.110.4 

452.5 495.2 556.5 
756.2 797.6 937,3 
293.4 302.5 360.9 
313.2 339,4 385.1 
87.9 9U'i 104.4 

n:l9 84.1 74.1 
--- --- ----
2.011.1 2.110.4 



1. Premium i ncorne 
2. lnve!ltment Income 

Total 1 and 2 

Claims 
4. Commission and~"""'"""'"'""'~ 
5. Taxati<:n1 
6. "fnmsfer to Shareholders: Funds 

Tota13, 5 and 6 

7. Cash Flow(= minus 

Term Funds 
Other Liabilitie$ 

Fixed Interest Securities 

EAGlE STAR 

Revenue Account Summaries long;. Term Business 1973-1918 ( 

1913 1974 1975 

60.8 73.7 76.4 
44.3 50.9 57.3 
-- ~- --
105.1 124.6 133.7 

4" ~~ "·"" 55.8 63.9 
6.0 7.3 9.6 
22 L6 32 
5.9 ::u 3.5 

--· --·· ----
53.4 67.8 80.2 

46.7 56.8 53.5 

Ba!anC!i:! Sh<i1llt Summaries B!.!!liness 1973-1978 

1973 1974 1975 

5902 643.7 688.8 
13.5 5.9 13.0 
- -·- ---· 

603.7 64!UJ 701.6 

249.3 216.1 300.0 
153. 156Ji 176.0 

175.9 123.4 
25.2 33.4 40.0 
16.9 26.0 20.5 
6.7 4D 32.7 ---- ---~ -----

6.03.1 649.6 701.6 

2 

1976 1971 1978 

100.3 167.1 152.2 
68.8 83.0 103.4 

-- -- ---
175.1 25CL1 255.6 

63.5 83.1 105.8 
12., 16.4 HUll 
2.5 1.3 tt2 
4.0 <t5 5.4 

-- -- -
82.1 105.3 137 

93.0 144.8 118.6 

1976 1971 1978 

777.2 932.1 
17.2 12.2 37.7 

---- ~--·-· -----
794.4 944.3 

318.6 423.7 514.7 
175.5 178.8 192.2 
144.1 172.2 207.8 
85.8 g::;to 101.4 
27.4 3Ui 28.1 
43.0 46.0 42.6 

--- ~,~-~.- ---
794.4 944.3 



3 
GENERAl ACCIDENT 

Revenue Account Summarilllll Eh11sinll§ 1973,1978 

1973 1974 1975 1976 19n 1973 

1' Premium Income 49.8 !':_Q F 

-·u,tl 64.2 73.4 su 85.6 
2. Investment I noome 25A 29.0 3"2.2 37.7 43.Ll 49.8 

--- --- --- --· --- ---
Total 1 and 2 75.2 87,1) 96.4 11'L1 124.'1 135.4 

3. Claims 38.8 42.7 52.8 52.7 59.9 59.9 
4. Commission and 9J) 10.5 12 .. 2 14J3 14.8 16.J5 
!i Taxation 3.7 32 2.6 5.1 4.7 
6. Transfer to Sharehoiders' Funds 1~5 i 1.9 2.7 "1 ·~ .!l';,-oo'V 

---- ---·- --- --· --· 
Total 3, 4, 5 and 6 53.0 57.9 59.4· 74.3 8? ., 85.2 

Cash Flow A minus Bl 22.2 29.6 27Jl 36.8 42J) 5Ct2 

82<!an~ Shoot Summaries Susine:t~!l 1973-1978 

1973 1974 1975 1976 1917 1918 

Funds 353.7 3HL3 404.3 443~6 484.5 53K6 
Other UabWties 4.0 4,3 •D 5.5 5.9 :;'(3 

--- -~- ---- -·--· ---
357.7 323,6 409.0 449.1 490,4 541':.Q b<'.,.f.? 

Fixed !ntere:;t Securities 102.9 83J3 113.1 132.3 162.6 212.6 
62.6 65.5 63.6 63.3 59.5 58.4 

120.7 852 130.7 138,4 146.0 151.5 
49.13 57~3 1:;.w 77.1 84.3 94.0 
tL3 8.5 13.7 11J3 13.5 14A 

Cash and 13.4 23J5 11;!:! 
-·~ 26.2 24,5 HiO 

-- ---- -- ---- ----
357.7 323Ji 409.0 449.1 400.4 545.9 



1. Premium Income 
2. Investment Income 

Total 1 and 2 

:1 Claims 
4. Commission and 
5. Taxation 
6. Transfer to Shareholders' Funds 

Total3, 4, 5 aoo 6 

1. Cash Flow !=A minus 

Funds 
Other Uabi!itie:£ 

Fix'lld Interest Securities 

Cash and n,,...,-,,..,_~ 

GUARDU\N ROYAl EXCHANGE ASSURANCE 

Revenue Accoont Summaries 

1973 

122.6 
58.9 
---
18Ui 

79.8 
27~2 

6~2 

.5 
--

1 

66.8 

&lanl:e Sheet Summaries 

'1973 

85::t3 
8~l8 

942~1 

303.2 
16£U3 
239 .. 3 
155.9 
34.4 
48.5 

942.1 

Busine§S 1973·1978 

1974 1975 

146.7 148.9 
71.7 75,8 

---- ---
2Ut4 224.7 

93.3 98.6 
36.2 3ft 
7.9 6.5 
2.2 

---- ---
139.6 143.9 

78.8 80Jl! 

Term Business 1973-1978 

1974 

92!:L1 
81i4 

377.9 

~4'L2 

182.6 

1975 

100 .. 6 

4532 
160.6 
239.0 
222.6 

43JJ 
39.9 

4 

1976 1917 1978 

190.4 198.9 '!E>BJ3 
97.2 113.6 102.6 

--- ---· ----
281.6 312.5 261.4 

'112.4 1 
51.4 55. 39J3 
7~4 tL3 Et8 
3J.l 3.7' 

---~ --· ·--
114.2 18~'t5 154.0 

113.4 

1976 1917 

142.8 

526 .. 6 $72.5 
:233,6 240.7 
240.3 
285.2 3Hl7 

62.0 66.5 76J!! 
34.3 25.0 313.2 

--~~~- ----1 -·----· - - -~---



Premium Income 
2. lnvalrtmant Income 

Total '! anti 2 

3. 
Ccmmi!ision and i='l<'n"'n"'"" 

5. Taxation 
(L T!iiH1sf;:;r to Shareholders' 

Total 3, 4, 

7. Cash 

Funds 
Other Uabilitie>£ 

A 

Fixed ! nterest Sectuiti•a:> 

Cash and n,e,~ra ..... I:"~.IJ>"" 

PHOEN~X ASSURANCE 

Revenue Aecoom Summaries Bw;iness 1973-1978 ( 

1973 

42.5 
H:LB 

58~3 

18J) 
10.2 

~6 
,0 

27~5 

Bf'!ll"m«:!§ Sh•t Si!nnmar~;>s 

'1!;1173 

213.4 

5*6 

~;1!ft0 

,7 

.A 
66,6 

10.3 
4.1 

219Jl 

1974 '1975 

42J3 
HJl 20.0 
-~- -~--

Ht4 

'L3 
- o-~~=---

24J5 

,..,~~-'"·~- Su:!<im'l!!li 1973·197.8 I 

1974 1915 

204.9 
'l0J3 

--- ~---

215.5 284.0 

56.2 88.2 
41.£~ 49.4 
50.6 9'1.:3 
26JJ 2>;? "'$ .. ,g._ 

93 .... ., , 
l ·~·' 
17 .. 8 

·--~--

215.5 .284Jl 

5 

1976 1977 1978 

50.8 
2:l2 29.0 43J:i 

--·- ~-

7·~.0 

27.4 
i4A3 

~3 
~--~ 

31.,~ 

299.4 
12.3 

···~·.,.,.~-'-
------~...,...._..,.__ 

31 ,7 446 •. 2 

121.6 
4Ui 52.€~ 

92~3 121 '134A3 
28.4 64JJ 
'1~i0 20.4 
14.9 27.0 

---- ---
311.7 446.2 532*2 



Premium lnc.ome 
2. Investment income 

Total ar,d 2 

3. Claims 
4. Commission and 
5. Taxation 
Et Transfer to Shl:lreholders' Funds 

Total 3, 5 end 6 

1. Cash Fiow {=A minus 

FUI!i:lli 

Fixed intere:.i: Securities 

ROYAL 51\lSURANCE 

Revenue A~um Summaries -~n_T ... ~~ Busil!'lellll1973·1973 

1973 

65.0 
30.0 

95Jl 

30.4 
1 'L3 

1 
·' 

42J$ 

52~2. 

Balance Sh~t S~m'>maries 

Q? 
'!.,<' .. ;Jl 

--
443,(~ 

"I ·"'-

142~3 

21J3 
1!i7 

443.6 

1974 

"69.4 
3Hi 

100.9 

38.0 
'12.3 

4~[i 

56Ji 

50J) 

Bu!!ina>$® 

435J3 

~--

'l97A 

39 '< .,,.t. 

---
4153.6 

1975 

77.5 
42.5 

120.0: 

39.7 
15. 

57)!) 

63J} 

1975 

502~7 

12J3 
·---~ 

615.5 

2405 
82.4 

49.8 
22..4 

-·---
515,5 

1916 

89,7 
5Zt8 

143,5 

19J3 

70.2 

7:t3 

1976 

580~8. 

594.2 

297.9 
88.3 

1 
5tl2 
"YJ!l uL.,4 

5~3 
---

594.2 

1917 

106.3 
67.5 

173.8 

51J} 

00.2 

676.,2 

~·""<=y 
·,.,;.If, 

8~lJ3 

59~9 

38.0 
8.4 

-----
€'f7(t2 

6 

1918 

8Ct6 

207.5 

45.2> 

791.,8 



Premium ll"llOrne 
!n~rnern I nrome 

Tou.i and 2 

3, Claims 
4. 
5 

Commis;;;ion and Exoe!¥!*1> 
Taxl!!tion 
'fmn~r to Sharf.:hok:len' Funds 

sc 5 <1)00 s 
C$$11 FlW~ (=A mim;2r; 

Fb:;ed Interest Securltie!l 

SUN ALUANCE AND LONOON iNSURAf,.CIE 

Rewmu~ ~m Summ$riell 

1173 

37.3 
1 

55.0 

.4 

.8 

3:1L1 -· ... ~"~ 

Bili!lll!~ Shc:ii!>t Sut~mT«llriM 

1973 

95/~ 

47.,6 

200.0 

1974 

38.7 
19"'~ 

58.5 

23.3 
it5 

9 

~1-.1 

B~oo= 1973·1978 

1975 

42.4 
25Xl 

67.4 

2ft1 

!3w~~l1ili!~ 1973-nm~ 

1974 

217.3 
4j.~ 

2822 

t;f2~i 

54LO 
6.8 

3CtZt[) 
1 

--,~~...-.==-

111$.7 

B~U 

60.9 

7.8 
--~~-

310.9 

1976 

5U' 
29Ji! 

t!ll'L3 

277 

1~ 

4SJ} 

3tfi3 

344.9 

"""""·----
3!:1'5!1'"" ~.'I'Jt 

142.4 
22.5 
98.2 
S7JJ 
11.7 
1(t9 

-~---

362.7 

191'1 

98.4 
43.8 
--~--

142.2 

mt:s 

500,~~ 

~fL9 

22SA 

H5.S 
102.4 

Hl3 
'12.2 

511:! 

1 

'!978 

!2!U 
.S 

---~-·· 

112.6 

'i9"'~~ 

613.7 



GROUP OF COMPOSITE INSURANCE COMPANIES 

1913 197!3; '!976 1971 1978 

l.l13 

Gross ifrvestment income 
~H:J3 9.84 1.26 

Lass : Loan interest 

N~t imra~'tmilnt lm.:©me 

life Ttai"'ri!!.!r 0Ji6 0.64 CU39 

P1·e-Tax 8.93 <tOO 7,34 m.sa 12Ji6 

(..,_;-\ 



1973 

Gross lnvestme~;t Income 

9J37 

less , loan I ntere1>t 

2.4! 

ftjet lnve'!itfli{l;l'it !noome 

7.2fi; 

U·!'~ Tra!'!$Tev 

Pr!'!·Tax 6.82 

COMMERCIAl UNION 

1974 

10,63 

::t47 

8.16 

0.40 

"' ..... u .. ~-

1975 

10,83 

2.37 

8.48 

!U~5 

Appendix E, 2 

1976 1977 197'8 

(!.26 

10]8 1 .91 

2.15 

fUi3 9.94 1 

0.69 'L32 

4.12 ;:t31 12.92 

,.,..._.,,;[., 



Aom;ndix E, 3 

EAGlE STAR 

'1973 1974 1975 1916 1977 1918 

Uie iramrier 3.08 :un 3,08 2.7'1 2.54 2.58 

Pre-Tax 11.39 11.81 12.00 12.74 13.tn 13.99 

..... 
<J'I 



GENERAL ACCIDENT 

Margin Analysis(%} 

1973 1974 1975 

Margin 3.48 (3.62t {5.45) 

Gross ! nvestment I nl:'.ome 

8.51 9.39 8.97 

Less : Loan Interest 

0.46 0.43 0.34 

Net lnve.."'1:ment lncom~ 

SJJ5 3.96 8.53 

life Tranrier 0.45 0.40 0.38 

Pre· Tax 11.98 5.74 3.56 

1976 1977 

(2.84} (0.93) 

9.67 11.16 

0.27 0.22 

9.40 10.94 

0.31 0.40 

fUl7 10.41 

Appendix E, 4 

1978 

0.15 

11.84 

0.20 

1US4 

0.29 

12.08 

-'· 
.....t 

O"l 



Aooem:lix 5 

GUARDIAN ROYAl EXCHANGE ASSURANCE 

Margin Amly'iiS 

1913 1915 1916 1917 1918 

0.49 0.68 {1.12} 0.11 

Gros$ Investment 1noome 

11.52 11.04 t2.44 

lnt<lf!"!$1: 

'UH 1.57 U9 1 1.08 

ineume 

9.95 9.24 9.00 11.36 

1.17 1.17 1.10 1,3, 

7.63 13.44 

Cc_. 

·~ 



PHOEI\UX ASSURANCE 

1973 1974 1975 

'1.17 

Gro$ll lrnrestment Income 

8.03 11:>.14 10.63 

Less : loan interest 

0.36 0.74 0.73 

Net invlll;tment income 

Vi'! 9.40 !lOO 

Ufe Transfer 0.86 0.86 (1.69 

Pre-Tax 9.70 6.13 7.41 

1976 1971 

11,22 12.88 

1.26 1.17 

9.96 11.1''1 

0.56 0.59 

7.58 11.11 

1978 

13.98 

2.28 

'11.70 

fUllS 

11.14 

6 

,..,., _ ... 



i 
ROY At INSURANCE 

Trander 0.23 0.26 0.22 0,20 

P1·e-Tax 7,12 2.24 4.16 7.21 10.83 



a 
SUN AU.JANCE AND lONDON INSURANCE 

1973 1974 1975 1976 1917 1978 

2.41 0.24 

Gross Investment Income 

8,44 9J'9 9.91 Hl98 1 .39 11.50 

LeSll ; Loan I merest 

0,00 0.07 0J)7 0.04 0.04 CL02 

Net hwe~t~m~nt income 

8.36 9.12 9.84 10.94 1.35 1.48 

life Tr~m!lfer 0/1·2 0.31 0.<"!6 0.49 fH1 

Other lt~,;~m,. (tOS OJ:11 0.00 CUJ2 ft12 1),12 

Pre,.Tax 11.21 R34 Ut22 8.87 12.40 11.4..1 



1 

Although 
"we however, 
coupled with 

(2) 

"There has been 
been 

-There was a 
in the Public 

(1) 

R 

p, 
p. 

% 

injury cases 

that 
became unprofitable 



(4) 
p. 
p, 
p. 

below 

in 



1 

The operating on a 
The recovery is primarily 
in achieving urgently ""'"''>rl~'~·•·, 
profitable. Workers' "''"''""'"'"'"'~"'+iru,., 
and further increases are requ 
large court awards for 
from the severe winter 

1978 (6} 

1 

to 98.2% in 1 
standards success 

has become 
but is still unprofitable 

improved, continuing 
in 1977, but losses arising 

part of the year". 

"The general improvement results U.S. insurance industry has continued. 
This was due to a healthier price structure ished over the past two years and because 
there were no major hurricane losses. for workers' compensation business, premium 
rate increases were more difficult to achieve due to of state regulatory authori-
ties and growing competition. But, with our more selective approach to marketing, under-
writing and improved loss control experience continued to improve in most classes of 
business. The operating ratio on a statutory basis was 98.5 %. Bearing in mind that severe 
storms adversely affected the statutory particularly ln early part of the year, and 
that weather losses generally in spite of the absence o·f major hurricanes, were the highest for 
many years, we consider this a 

Royal 

1973 (7) 

"The underwriting result was a loss of £1 a of £4.8m in '1972 and 
the statutory operating ratio was 99.9% ""''"'"'"'"".r~ % in the previous year. 

The deterioration in the underwriting 
pressures which affected both current 
cover outstanding claims. These 
business where claims are outstanding 
workmen's compensation. At the same 

mainly to increase in inflationary 
reserves judged necessary to 

in those classes of 
as third party bodily injury and 

business substantial investment earnings are ""m'"''""'>tt>r~ 
these classes of 

held to cover the provi· 
sions it is necessary to maintain ·for 

Property business as a whole 
industrial fire business was worse 
against that windstorm losses were qnn'IP.\1\ln 

!n dollar terms the premium income in 1 
into account inflation, there was no "''""""'>t·~-> 
This reflects partly intense,.,,. .. ...,,.,.,~<>,. 
of some business which had become badly 
with difficulty in obtaining rates 
face of the highly competitive conditions 

(6) Commercial Union, Annual 
(7) Royal, Annual 1 

p. 

though experience in the 
average number of large fires : as 

severe 1972. 

% higher than that 1972 but, taking 

of business and also the avoidance 
the year we were faced 

demands of inflation in the 



1. 

1974 (8) 

"The underwriting 
the statutorv operating 
The low rate of 
selective process and 
cantly in some 

1974 was 
States and it 
writing. In 
there were large 
be unprofitable and '"n"""''"'""' 
automobile and 

In the face of this adverse turn in our 
measures of a degree of severity 
aimed at improving rate 
liability business. We are now .,,,.,,,.,...,,.r~ 
units - large and small - in our 
our performance requirements is being 
of - our longer term plans for 
may - indeed probably will -
operation in the short term but we 
which will then be able to 
the present measures are aimed at 

expected to through in 
expected to become :::.nr·u.r·,»nlf 

if our own action is by some 
market - of which in certain 
easing in the rate of 

1975 (9) 

Premium '"'""'"""'"' 
and in dollar terms 
there was negative 
arising through rate 
siderably more than the 
cant reduction in the 
Marine and Aviation 
non-air! in~ aviation 

{8) Roy$!, 
(9) Royal, 

1 . 

in the United 
in 1974 on under

already mentioned, 
liability insurance continued to 

costs severely affected 

''"rr,,,,..,,,,"..,, .. , we have introduced remedial 
""'""''"""'""'"""'""which were essentially· 

to reduce the proportion of 
profit potential of all 

any which does not meet 
is additional to - and not in place 

We recognise that this 
of our United States 

a basically stronger business 
It must be added that, while 

beneficial on our results, this cannot 
However, rome improvement is 

year and to become more pronounced 
extreme competitive pressures in the 
are now some signs - and by some 

in 1974, the 
.1 %compared with 

loss in the United 
industry there 

loss for the 
the year compared with a loss of 

to£301.1m (1974£278.6m) 
•. , .. ~.'""'""''"'"'to %. In effect this means that 

.,.,., ........... ,premiums on existing business-
on property -- accounted for con

been a further signifi
as will be seen from the 

from the writing of 



innd""'"" companies were 
secure 

to take advan
mora 

( 'i 

p, 



Appendix 1 

Fire business continued to profitable 
a range of risks under a single pollcy, 
last year and is a line where we 

Our general liability !oss was 

The loss on workers' Pnrnn•n• 

part of our portfolio at present 
and the increases which are 

With the substantial premium rate 
many states rate levels in many lines of 
with further increases we expect in 1 
writing performance in the U.S.A. In 
we shall take further action to control our "'""'#'-'"'"' 
obtai ned". 

1977 (11) 

which covers 
Pnlenn;;,r~>n with a loss 

most troublesome 
in many states 
during 1977. 

"The underwriting result in U.S.A. was a of £0.2m compared with a loss of £18.1m 
in 1976. The operating ratio on the United Kingdom was 99.2% compared with 103.4% 
in 1976. The significantly improved reflects the remedial action we have taken 
and continue to take. 

to £461.2m (1976 £410.5m}. 
in underwriting procedures, 

personal automobile 

Premium income from the Group's general 
In dollar terms this represented an increase 
including the introduction of 6-monthly 
insurance, have retarded the increase in 
would have amounted to almost 17 %. The 

premiums. Without factors increase 

rates, together with the effect higher 
increase was due to uplifts in 

insured on property. Real growth was ln the 
region of 5 %. 
We further reduced our exposures in 
extent by rate increases. Considerable ''"T"~.!Y-n 
covering a range of risks under a 
increase as did some of the smaller 

Whilst automobile business, the largest individual 
was little more than hal'f the loss suffered in 1 
the result in personal automobile 
we underwrite ourselves, though this profit was 
"involuntary" business- Le. the business 
are obliged to share with a I! 
concerned. This "involuntary" business 
automobile premiums. We also suffered a loss on 

but this was to some 
"'"'""'"-'"""" in commercial multi-peril business, 

showed some 

the one major line where our result was worse 
writing action is well in hand. 

There was a small loss on our """"'""'"""''"''"'"''"' 
the severe weather conditions 

There was again a !oss on workers' rrumn,.,.n•t<>ti 

Inadequate mandatory rate levels 
rate increases continuing to come 
iiability also produced a smaller 

accounted for by 

than in 1 
the benefit previous 

"I""'""~""''"~ improvement. General 
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Appendix 1. 

due to a relatively 
from natural catastrophes. 

weare improve-
ment in our 

1978 (12) 

There was an underwriting operations £10.5m (1977 £0.2m). 
The operating ratio on the United 99.2 %); on the United 
States statutory it was % ( 

Premium income from Group's amounted to £469.7m {1977 £461.2m}; 
in dollar terms the increase was 11 was growth in some lines, particularly 
in commercial multi-peril which covers a under one policy, the increase was in 
the main due to enacts of higher in 1977. 
Exposures in some lines, such as'"'""'"""'"' automobile, were further reduced. 

An unwelcome was the further involuntary business which arises principally 
in the automobile line and consists substandard risks written through state pools in which 
we are obliged to share with writing this class in the states concerned. 
The involuntary business again resulted in a which outweighed a modest profit earned on 
the balance of the automobile In light the generally more profitable situation 
overall in the industry part of regulatory authorities in 
some to rate increases le business and the inevi-
table consequence has been that we volume of this business in certain areas. 

Homeowners' produced an 
heavy claims for weather damage in the early 
Among the commercial lines, 
as its growth and we are among 
in the market in some areas and 
fire business. Commercial 
lower level than in 1 following 
Workers' compensation (where the is 
reduced loss and the gradual improvement in 
taken in recent General liability 
been subject to the most stringent 
profit in 1978. 

The return to a satisfactory 
the policy of refining and 
five years or so. that 
our market share, which in turn 
earnings in the U and to a 
by way of dividends. By 1978, 
and so to arrest the decline in our ,...,,.,..,.,.,. 
resources needed to ensure that was amply 
accordingly we remitted $60m back to the 
our subsidiary l'nrnn~•n 

(12) Roy~!, Annual Report pp. 

impact particularly 



1 

Extreme 

risks". 

p. 



Our underwriting result was not 
motor and liability more 
fortunately towards the end of 
and inadequate in many instances 
a reasonable growth in premium 

1976 (16) 

"Following the adverse underwriting 
improvement was realised during 
which began to flow through the account. 
business however were heavy 
multiple line risks produced a loss. 

Dollar premium income as a whole "'"'''""'"'"""'"' 
by three·-quarters of a point to 28.8% 

1 

in 

a difficult first quarter, some 
to rate increases 

and general liability 
profitable and 

expenses were reduced 

although, when related The statutory underwriting loss of was 
to the higher premium income, the operating fell by two points to 1 %. 

reflecting fall in the value of However, the underwriting loss in our 
sterling and other adjustments, was at £12.0m against £1 i .6m in 1975. 

Conversely investment income, which also from the higher value of the dollar, 
increased by almost £9m, consequently was £15.4m compared with 
£6.9m for the previous year. In spite of recovery in 1 the year stili pro· 
duced the industry's third worst underwriting «we~o Major unden~Vriting problems 
remain to be overcome, particularly in lity business in automobile assigned risks, but 
the changed political scene may its problems which make predictions on the outcome 
of 197"7 'particularly hazardous". 

1977 (17) 

"Another step in the direction of profitable was recorded in 1 There was 
steady progress throughout the year, which with an of over four points 
in our operating ratio on a premium income which was up by 18 %to $482m. The statutory 
underwriting loss was reduced from to 

Both the automobile and the property accounts were 
of our portfolio continued to be was a 

Although the liability part 
improvement in the result. 

One of our most difficult areas is is known as involuntary business. 
This is business assigned to us by the authorities on the of our share of the market where 
the applicant for the most part has been tn'lable to find readily. Our loss on this 
type of business increased during the year difference to us between a 
profit and a loss on our U.S.A. account". 

( 16) General Accident, Annual Report 1 
( 17) Gerieral Accident, Annual Report 1 



'1 

1978 (18) 

"1978 was a 
from $482m to ""'"" ''""'TI 
3 points better 

The area of our ..,,.,.,,.'"""'"'"" 
sation account where 

It is again worthy of mention 
acceptance of on a 
plays an important part in our 
siderable burden on our 
we were able to publish". 

(18} General Accident, 1978, p. 



Royal 

1973 (1) 

"Premium income from ''"'''·~.:.,.,.:>~ 
The underwriting was a 

The automobile account, 
able for past 
Against a background of 
of premium rate in<'·~"'"'"'""' 
in this class. 

Other accident business 

in 
loss of automobile 
Government March 1 

(2) 

"Operating conditions in 
underwriting loss 
Despite the loss 
provincial government 

Much of the increase in 
reflected pressures to 
effect of competition, 1"""·u"'''t:>" 
cant amount of business we 
we regarded as totally 
who like ourselves have 
introducing substantial 

( 1) Royal, Annual 
(2) Royal, Annual """""'"'""~" 

R 

%to £66.2m, 

portfolio and had been profit· 

ri<>1'<>~rnt>r'T Under political preSSUreS 
in the deterioration 

year and the 

was nationalised by the 
21,1 %to £80.2m. 

prem rates but it also 
with rising values. Such was the 

property sector, that a signifi
elsewhere at rates which 

major insurance companies, 
is business, are also now 

However, rates were raised in 
ld to restore this major 

course. The Casualty account result 
to an incidence of large 



(3) 

(4) 

.~......,..-·----·-

A ova!, 
Rqyal, 

1 

1976 ratio being 
notwithstanding even 

in December 1975. 
Provinces in 

terms the 
,...,.,.,.An".-. in business, with 

to reflect 



in some nuias,ure to the 
of 

1977 (5) 

margin. 

Royal, 1 L 



Appendix 2 

1978 (6) 

"There was an underwriting profit 
(1977 96.'1 %). We believe 
under the Anti-Inflation Board 

% 

Premium income was £216.7m as in 1 Much of this decline 
was due to the movement in exchange rates in terms premiums were down by 
only 2.0 %. Two factors more than accounted the decrease : first the nationalization 
of automobile bodily injury business in of Quebec and secondly a temporary 
renewal discount, applied for the first seven months the year on personal automobile 
premiums. This discount was introduced in recognition of the good experience on this line 
in 1977 and seemed to us preferable to a rate reduction as we believed that good experience 
was a temporary factor due to a lower claims frequency which we did not expect to be 
sustained. In the event frequency rose during to a more normal level and so the 
discount was discontinued at the end of July 1 

The concern of other insurers to increase market led to intense competition in 
many lines of business- including automobile notwithstanding the rise in claims frequency 
referred to above. Householders' business an underwriting loss which reflected the 
severe weather early in the year and an in crime losses. The automobile account 
produced a profit but at a much lower level than in 1977 : the earlier onset of winter weather, 
particularly in Ontario, gave rise to an exceptionally number of accidents, many of them 
serious. Commercial property business was despite an unusual number of large 
fires towards the end of the year". 

Commercial Union 

1973 (7) 

"The underwriting was a { £0.7m). improvement is due to 
the better experience in our Fire business, for which we obtained higher and despite 
some loss of business in the face of on the other hand, was 
unprofitable due to rates and the of inflation on claim costs". 

1974 (8) 

"Canadian business 
Canada increased in the 
being applied in 1975. Motor experience was .,r~ •. ,, .. ,.,.", 

Columbia prior to its nationalization on 1st 

(6) Royal, Annual Report, 1 
{7) Commercial Annual 

Commen:::iai Union, 

throughout 
but substantial rate increases are 

"''~"'!>'""N•t"l by higher claims in Briti~h 



1975 (9) 

"There was some 
in 1974 to £1 
wastage. Motor 

It has been our policy to 
were propitious, During 1975 the 
Canadian companies". 

1976 (10) 

The Canadian underwriting resuits 
profit of £0.3m. 

some further 

from 

circumstances 
to new wholly-owned 

we nearly 30 % of our agencies to improve 
underwriting results. This moderated the recent growth in premiums resulting 
from rate increases and new business arising as a the withdrawal by some companies 
from this market after several unprofitable business remains unprofitable, 
but this is partly due to severe windstorms which hit the Provinces at the beginning 
of February 1976. Overall claims experience is better last year, particularly in motor which 
represents nearly 60 % our 

1977 (11) 

"The Canadian ng results, as 
a profit of £0,1 m. the motor and fire 
tinued to make a Provision 
to policyholders required under 

1978 (12) 

"A small underwriting 
income totalled 
of changes in rates 

( 9) Commercial Union, 
(10) Commercial Union, 
(11} Commercial Union, 
02) Commercial Union, 

changed little year and showed 
were profitable but liability con-

"''"''"''"',., refund of 
Board". 

in Canada. l nvestment 
allowing for the effect 
12%. 



1974 (14} 

(15) 

in 
difficulties 
following 
Insurance 

( i 6) 

our 

1 

we 

are stili difficult 
"'""'''""'""'"'"'~"''""'" of Government 

the insur· 
lt is hoped may lead 

to a 
to a virtual 

difficult 



1977 (1 

1978 (18) 

"Our Canadian operations made an 
There was a relatively small in 
bearing in mind the competitive market and 
Government took over the bodily 
1978". 
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