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Moving Closer to our CustoMers

In our 2004 annual report we made a commitment to use some of the benefits we had reaped
on Nordic synergies through tight cost management and improvements in all business areas to
strengthen our sales power and service vis-a-vis our customers.

A wide range of initiatives has helped us fulfil our commitment. In Norway, for example, we
introduced major changes to our private customer price and benefit programme by “refocusing
on the customer”. We have abolished the practice which in many cases enabled new customers
to buy insurance at a lower price than our loyal and faithful customers could. We have also
created a more logical and transparent price structure, and our Norwegian customers have so
far welcomed this concept.

We also further developed the Tryg Bygning and Tryg Reparation concepts in Denmark, providing
new and enhanced deliveries in the claims situation. We are changing from covering only the
financial consequences of a loss into a player that takes responsibility for solving our customers’
problems once a loss has occurred.

Vis-a-vis our private and commercial customers, proximity means that we listen to our customers.
We completed a systematic follow-up on our concept customers in Denmark in 2005, enhancing
customer loyalty in the process, and we are introducing the same procedure vis-a-vis our Norwegian
customers. In the service provided to our large corporate customers, general risk consultancy and
engineering reviews of risks are becoming increasingly important to our operations. We therefore
used 2005 to create new, tailored solutions to our biggest customers.

These initiatives, and many others, ran concurrently with TrygVesta’s IPO. This naturally imposed
a big extra workload on large parts of our organisation, but it will allow us to maintain and further
develop the process of professionalising our business which has already come a long way.

Being a Nordic player, we have the privilege of an extensive partnership with Nordea, under
which Nordea sells our general insurance policies, while we sell Nordea’s life and pension
products. This partnership enables both companies to offer customers a complete, simple
solution to their financial requirements.

The Nordic cooperation is becoming increasingly important in everyday work at TrygVesta.

We are strongly positioned in Norway and Denmark, our Finnish business continues to develop

at a sound pace, and we have carefully prepared our imminent entry into the Swedish market,
which will reuse the Finnish business model and IT solutions. One of the biggest advantages of
the Nordic collaboration is that it allows us to learn from each other and leverage synergies when
developing our business.

Thus, 2005 was a year of progress and change. It was also a year in which our new level of
earnings was confirmed. We intend to work towards continuing and strengthening the Group’s
positive performance in the years ahead. | hope you will enjoy reading our annual report.

Stine Bosse
Group CEO
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Management's report

2005 in review

e Pre-tax profit up by DKK 861m to DKK 2,913m pre-tax proFit DKKm
e The technical result improved by DKK 353m and
investment income was DKK 510m higher 3,000 2213
* Combined ratio of 89.0 2,500
« Premium growth in 2005 of 2.9% 2,000 1947 2052
* The Group’s investments yielded a return of DKK 1,681m 1500
» Partnership agreement with Nordea extended until 2010 1,045
* The Vesta Trygghetsavtale programme was success- 1,000
fully launched in Norway 500
* New motor tariff introduced in Denmark 0 129 774
* Excellent rating in customer survey for handling claims 500
after the fireworks explosion at Seest, Denmark, in |
2004 1000

. L 2001 2002 2003 2004 2004 2005
» A focused effort, new systems and Nordic efficiency IFRS

ensured fast claims handling after the storm in Den- © Investment income

mark in January @ Technical result Other
* Quick assistance after two occurrences of heavy rain

and cloudbursts in Bergen, Norway, minimises the

consequences to human and property
« Customer surveys indicate increasing satisfaction and

loyalty. In Norway, we advanced one step to rank se-

cond among large companies on customer satisfaction 107.2

* The Tryg Bygning arrangement in Denmark extended ‘

CoMbined ratio

110

. . e i 105 104.4
to include carpenters in addition to plumbers, which

strengthens our ability to provide total solutions to 100.7

938
91.1

2001 2002 2003 2004 2004 2005
Q4 IFRS

* Pre-tax profit of DKK 678m

* Combined ratio of 91.7

* New motor tariff introduced in Denmark

* Enhanced performance in customer surveys in all
three markets

100

our customers

« TrygVesta listed on the Copenhagen Stock Exchange.
The price at 31 December 2005 was 39% above the
offer price

* Proposed dividend payout ratio of 68% of the profit
for the year, equal to DKK 21 per share

95

90

85

« Higher-than-expected return on investment activities
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teChniCal result by DKKm earnings per share Continuing business DKK
business areas

2,053 31
2,000 30
1,700
22 22
1,500 1,456 20
14
1,000 10
376 1 -27
500 0 -
105 [ ]
-558
0 -10
;> » B
-500 -20
-1,000 -30
2001 2002 2003 2004 2004 2005 2001 2002 2003 2004 2004 2005
IFRS IFRS
@ Private & Commercial Denmark Corporate
© Private & Commercial Norway ® Finland Other
return on eQuity aFter tax and % shareholders' eQuity DKKm
disContinued business
28
30 35 3 10,000
20
1> 8,215
10 8,000
0 1 47 6,802
6,117
6,000
-10 5,360
20 4,564 4,268
4,000
-30
-40 2,000
-50
-60 0
2001 2002 2003 2004 2004 2005 2001 2002 2003 2004 2004 2005"
IFRS IFRS

» Shareholders' equity is exclusive of dividend, which is deducted on
payment in 2006

Figures for 2001 and 2002 are pro forma figures as if the Nordea AB activities were owned as of the beginning of each period. Figures for 2001 through
2004 are made up in accordance with the Danish Financial Supervisory Authority's accounting rules in force at the time. Figures for 2004 and 2005 are
made up in accordance with IFRS.
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FinanCial highlights and key ratios oF trygvesta

iFrs danish gaap

Q4 Q4
Mio, dkk 2005 2004 2005 2004 2004 2003 2002 2001
Gross premiums earned 3,961 3,820 15,705 15,266 16,308 16,702 15,792 12,620
Gross claims incurred -2,771 -2,867 -11,304 -10,572 |-11,020 -11,940 -12,334 -9,782
Gross expenses -665 -644 -2,662 -2,611 -3,462 -3,745 -3,732 -3,063
proft/loss on gross business 525 309 1,739 2,083 1,826 1,017 -274 -225
proft/loss on ceded business -196 -101 -9 -718 -814 -1,135 -871 -329
Technical interest, net of reinsurance 92 76 323 335 537 595 832 715
Change in equalisation provisions 0 0 0 0 -93 -101 -245 -56
technical result 421 284 2,053 1,700 1,456 376 -558 105
Proft/loss on investments after transfer to
insurance activities 272 273 888 378 517 685 -170 4
Other income 47 38 126 121 121 115 127 121
Other expenses -62 -46 -154 -147 -147 -131 -173 -121
proft/loss for the period before tax 678 549 2,913 2,052 1,947 1,045 774 109
Extraordinary items and minority interests 0 0 0 0 0 1 -1,256 7
Tax -185 -149 -788 -556 -485 -87 213 -43
proft/loss for the period, continuing business 493 400 2,125 1,496 1,462 959 -1,817 73
Proft/loss on discontinued and divested business after tax 3 -31 -28 -75 -55 -217 -274 -22
proft/loss for the period 496 369 2,097 1,421 1,407 742 -2,091 51
Run-off gains/losses, net of reinsurance 181 -161 3 -516 -458 -283
balance sheet
Total provisions for insurance contracts 26,757 25,212 26,599 25,955 26,238 22,740
Total reinsurers' share of provisions for insurance contracts 2,630 3,292 3,132 3,480 4,632 5,067
Total shareholders' equity 8,215 6,802 6,117 5,360 4,268 4,564
Total assets 40,811 37,824 33,553 31,337 29,833 24,032
key ratios
Claims ratio 70.0 75.1 72.0 69.3 67.6 71.5 78.1 77.5
Business ceded as a percentage of gross premiums 4.9 2.6 0.1 4.7 5.0 6.8 5.5 2.6
Claims ratio, net of ceded business 74.9 7.7 721 74.0 72.6 78.3 83.6 80.1
Expense ratio 16.8 16.9 16.9 17.1 21.2 22.4 23.6 24.3
Combined ratio 91.7 94.6 89.0 91.1 93.8 100.7 107.2 104.4
Operating ratio 89.6 92.7 87.2 89.1 90.8 97.2 101.9 98.8
Relative run-off gains/losses 0.9 -1.0 - - - -
other data v
Return on equity before tax and discontinued
and divested business 39 33 34 22 -46 3
Return on equity after tax and discontinued
and divested business 28 23 25 15 -47 1
Earnings per share (continuing business) 31 22 22 14 -27 1
Net asset value per share 121 100 90 79 63 67
Dividend per share 21 10 10 1 0 0
Average number of shares (1,000) 68,000 68,000 68,000 68,000 68,000 68,000
Number of shares, year end (1,000) 68,000 68,000 68,000 68,000 68,000 68,000
Share price 319.2 - - - - -
Quoted price/net asset value 2.6 - - - - -
Price Earnings 10.2 - - - - -
number of full-time employees, end of period:
Continuing business 3,694 3,728 3,728 3,750 3,739 3,744
Discontinued and divested business 24 34 34 670 672 572
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D Share data is based on 68,000,000 shares as though such number of shares
was outstanding during the periods presented. The 68,000,000 shares
reflect the number of outstanding shares after giving effect to the four-to-
one share split set forth in the company's amended articles of association
approved by the company's shareholders on 21 September 2005.

accounting policies
From 1 January 2005, the accounting policies of TrygVesta follow the
IFRS standards.

The comparative fgures for 2004 have been restated to IFRS, but in
addition to IFRS restatements, the fgures for 2004 are net of divested
business, which is henceforth included in “Proft/loss on discontinued
and divested business”.
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trygvesta and the world around us

TrygVesta maintains and develops its position as a key
player in the Nordic insurance market, being the second
largest general insurer in the Nordic region and the
largest and third largest general insurer in the Danish
and Norwegian markets, respectively. Most players con-
tinue to enjoy good profitability in the Nordic market,
and there are no signs of a return to the unsatisfactory
performance we used to see due to a unilateral focus
on market share.

The insurance industry has a historically cyclical nature,
but at TrygVesta we believe that prospects of sustained
low interest rates and more unpredictable investment
returns will keep the industry focused on earnings
ahead of investment returns. Underwriting discipline

is also here to stay, backed by a hardening reinsurance
market and a growing number of weather-related claims.

The debate about future welfare in all Nordic countries
demonstrates the need that will arise in the years ahead
for private insurance schemes covering health and sick-
ness, unemployment and other social events. However,
it is also evident that ordinary citizens do not want
private schemes to replace public arrangements on a full
scale. Instead, private insurance will be a supplement to
the public, tax-funded offer. At TrygVesta, we believe
this is a growing business area, driven by a desire for
more and more individualised cover. We intend to play an
active role in developing this business area.

Nordic businesses are increasing their focus on risk
management and risk hedging. Good corporate gover-
nance today requires boards of directors to focus on risk
and risk hedging, which naturally implies a requirement
for insurers to play a pro-active role in businesses’ risk
management. TrygVesta has developed tools that en-
able us to play this role in a strong partnership with our
customers.

TrygVesta Annual Report 2005 / Page 16 of 144

Unfortunately, terrorism is continuing to gain topicality.
In addition to causing immediate damage to humans
and property, major terrorist acts may have a signifi-
cant effect on the insurance industry. At TrygVesta,
we acknowledge each company’s duty to buy reinsur-
ance in order to maximise our robustness against such
events. This does not, however, change the fact that
it ought to be possible for companies in the Nordic
countries to safeguard their capital, even where no re-
insurance is available. Otherwise, policyholders may be
left to pay the price as insurers exclude cover of such
claims in their policies.

Recent years have seen many devastating hurricanes,
floodings and similar events. If the greater frequency
of such events is related to sustained climatic changes
and not merely coincidences, it will greatly affect insur-
ance pricing. Reinsurance helps to equalise risk on a
global scale, and disasters far away from the Nordic
region may affect pricing and will certainly do so.
TrygVesta’s scenario projections incorporate such
factors.



strategy and goals

vision
We want to be perceived as the leading
peace of mind supplier of the Nordic

region on the markets and within the
business areas chosen by us.

Defined in 2003, TrygVesta's overall strategy remains
unchanged. Accordingly, we continue to focus on gen-
eral insurance as such, on the Nordic region as our geo-
graphic business area and on our existing customers

as the basis for profitable growth of our core business.
The results of the turnaround we initiated in 2003 have
materialised faster than expected, and our perform-
ance in 2005 confirms the new level of earnings.

On the threshold of 2005, we announced that TrygVesta’s
special focus areas for 2005 would be:

Focusing on direct nordic insurance

With all non-Nordic business finally divested or dis-
continued, we have focused our efforts on the Nordic
market. Based on providing products that offer peace
of mind, we consolidated our market position in the
Nordic region and recorded progress in all of the three
markets: Denmark, Norway and Finland. Not least our
Finnish business developed in a close partnership with
Nordea. We are now importing this model to Sweden.

retaining our commitment to existing customers
In Norway, we introduced the Vesta Trygghetsavtale, a
concept designed to create customer loyalty by safe-
guarding all aspects of the everyday lives of individual
customers and their families, and guaranteeing that
the cover that has been taken out covers the fami-

ly’s requirements. Many of the ideas of this concept
were developed in the Danish market, but the work in

Norway added new elements which will be introduced
in Denmark over time. Based partly on the Norwegian
experience, we have developed a new motor tariff in
Denmark, making the price of motor insurance more
transparent by including mileage in the price calcula-
tion, and protecting customers against price increases
if they report a claim.

growing the private and commercial portfolios
Targeted and efficient sales efforts in the Danish pri-
vate and commercial markets have been rewarded, gen-
erating premium growth of 5.6%. In the Norwegian mar-
ket, the new concept which abolished the introductory
discounts that were more favourable to new customers
than to our loyal customers, improved customer reten-
tion. Finland continued to see strong growth with 75,000
new policies sold in 2005 and gross earned premiums
up 44%. Growth was generated through our partnership
with Nordea, which sold 67,000 policies in the Finnish
market, and through new sales channels of our own.

adjusting resources and achieving group synergies
Concurrently with investing in IT development, continu-
ing to upgrade our employees and preparing to estab-
lish operations in the Swedish market, we succeeded

in retaining our fixed gross expenses at an unchanged
level. This was attributable to continued tight cost
management and the reaping of some already identi-
fied Nordic synergies.

optimising the corporate portfolio

Following the targeted restructuring of our corporate
portfolio in 2003 and 2004, this part of our business
records excellent profitability. Careful selection of large
risks and continued focus on a balanced product mix
enabled us to retain market share in the final quarters
of 2005, without jeopardising profitability.

Common identity and shared values
We linked the Group’s logos and typography more
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Management's report

closely together in 2005 in order to allow customers
and the market to gradually get used to our new com-
mon Nordic identity. Furthermore, all TrygVesta
managers participated in communicating our values
during 2005 by rolling out “theme packages” with

value-oriented themes relevant to the individual em-
ployee. Our value coaches play a pro-active role, and
examples and experience are available to all employees
on the “value net”, offering inspiration on how to use
the values in their daily encounters with customers.

turning words into results

We use the balanced scorecard to implement our strategy and retain our strategic focus areas.

This annual report is therefore structured around the four perspectives of the balanced scorecard

— financial perspective, customer perspective, processes perspective and employee perspective.

selected balanced scorecard-benchmarks for trygvesta

iFrs iFrs
2005 2004 2003 2002 2001

Financial perspective
Return of equity after tax (%)
Combined ratio

Expense ratio, gross

Customer perspective, private customers (index)
Relention rates

Customer loyalty

Other customers with concept agreements

processes perspective (index)
Portfolio (nominal prices) per full-time employee
Customier satisfaction in claims handling

employee perspective (index)
Employee satisfaction

27.9 23.1 15.4 -47.4 1.2
89.0 91.1 100.7 107.2 104.4
16.9 17.1 22.4 23.6 24.3
101.2" 100.9 100.0 101.6 100
109.2 109.4 105.9 101.5 100
108.2 106.1 102.5 98.5 100
133 129 124 116 100
105 104 102 100 100
105™ 105 102 101 100

Customer, processes and employee perspective benchmarks are based on data for the Danish and Norwegian activities
» Index for retention rates 2005 adjusted for effect of short cancellation notice on the Danish business

* Employee satisfaction survey to be carried out in 2006
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FinanCial perForManCe

TrygVesta is committed to generating strong financial
results based on a stable and highly predictable per-
formance over time.

TrygVesta's provisioning policy takes into account the
probability that social inflation, changes in legal practice
and similar factors occur from time to time. Accordingly,
we are more likely to record run-off gains in a normal
year.

We intend to continue to apply new technology and
modern work organisation principles to eliminate re-
dundant administrative routines, aiming to reduce our
expense ratio over time.

Our target is to achieve a claims ratio at the low end of
the market through high underwriting quality, current
efforts to secure a high-quality portfolio and focus on
claims expenses, including claims handling expenses.

We pursue an active capital strategy and keep a close
balance between capital management and risk manage-
ment by using the same in-house ALM models in our
long-term capital planning. We seek to optimise our
capitalisation on an ongoing basis while duly safeguard-
ing our stakeholders’ interests and leaving the Group
sufficient scope in which to develop and grow.

Our financial strength is rated by Standard & Poor's and
Moody’s each year, and the aim is to meet the rat-

ing agency requirements to maintain certain levels of
capital. We seek to maintain minimum ratings of A- and
A3, respectively. Given the current structure of our busi-
ness and investment profile, the targeted rating levels
correspond to maintaining capital at 52-56% of net
premiums.

This target enables us to meet the rating requirements
of corporate customers and brokers and eliminates the

risk that likely capital fluctuations may affect our ability
to run the business and meet our obligations to our cus-
tomers. On the other hand, we do not intend to accumu-
late capital in excess of what is required to continue to
run our business and implement our corporate strategy.

TrygVesta A/S and our subsidiaries are regulated by local
supervisory authorities, which also monitor the compa-
nies’ solvency. In practice, the regulatory capital require-
ment is below the current target for an A- rating. We
closely monitor developments in the European Union’s
efforts to promote new uniform capital requirements,
the so-called Solvency Il project, and play an active role
in the work in both national and international fora.
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trygvesta’s FinanCial perForManCe in 2005

TrygVesta improved its financial results markedly in 2005,
reporting a profit on ordinary activities of DKK 2,913m
before tax and a return on equity of 28% after tax.

The pre-tax performance was an increase of DKK 861m
over 2004, primarily comprising a DKK 353m improve-
ment of the technical result and a substantial improve-
ment of DKK 510m of the return on investment activities.

Earnings from Norwegian and Danish general insurance
remained well balanced in 2005 and our three principal
business areas all made positive contributions to the
financial results.

Compared with the guidance provided in the announce-
ment of financial results for the nine months ended

30 September 2005, the profit on ordinary activities
before tax was DKK 513m better than our projection

of DKK 2,400m, in particular, because equity markets
performed better than expected. The combined ratio
of 89 for 2005 is in line with the favourable scenario.
The combined ratio improved over the year because
claims frequencies were lower and because the effect
of claims procurement initiatives materialised sooner
than anticipated. Run-off gains also pushed up the
forecast profit. TrygVesta’s provisioning policy assumes
that run-off gains are more likely than run-off losses in
a normal year.

Q4

TrygVesta posted profit before tax of DKK 678m in
the fourth quarter. Gross earned premiums were 3.7%
higher than in 2004, 0.8 percentage points more than
the year-to-date increase. The gross claims ratio was
2.0 percentage points over the year-to-date level, and
was still better than expected even with the reporting
period being autumn and winter months.

The gross claims ratio was 5.1 percentage points lower
than in the fourth quarter of 2004, but the compara-
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tive period was adversely affected by the fire at a
fireworks factory in Seest, Denmark, and the tsunami
in Asia. The fourth quarter expense ratio was below the
level for the full year 2005.

The return on investment activities before other finan-
cial income and expenses and transfer to insurance
activities totalled DKK 399m. This was an excellent per-
formance compared with the first three quarters of the
year and the investment result was some DKK 300m
better than projected in the announcement of financial
results for the nine months ended 30 September 2005,
which was based on our knowledge of equity market
trends at 31 October 2005.

positive trend in earned premiums

Gross earned premiums rose by 2.9% relative to 2004,
composed of satisfactory growth of 5.6% in Private &
Commercial Denmark and, as expected, lower premium
growth of 4.5% in Private & Commercial Norway follow-
ing a review of our price structure in the private market
in Norway. Corporate recorded a fall of 2.8%. In Fin-
land, sales through Nordea’s branches saw sustained
growth with gross premiums up 44% over 2004.

very satisfactory claims level sustained

The gross claims ratio increased to 72.0 in 2005 from
69.3 in 2004, primarily due to claims after the storm in
Denmark in January. Gross claims related to the storm
amounted to DKK 830m in 2005, of which the share
payable by TrygVesta was DKK 100m, while the re-
mainder was recovered through reinsurance. TrygVesta
also paid DKK 64m in reinstatement fees in respect of
the storm, which had a gross impact of 5.7 percentage
points on TrygVesta’s combined ratio. Thanks to our
effective reinsurance cover for this event, the total net
expense for storm and weather-related claims was in
line with expectations for a normal year, and the net
effect was 1 percentage point.



CoMbined ratio ForeCasts 2005
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® Negative Forecast

The projections from 2004 have been restated to IFRS and differ from the

2004 annual report.
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iFrs iFrs normal
dkkm 2005 2004 year
Storm and weather gross -911 -111 -210
Storm and weather net -177 -111 -184
Large losses, gross -416 -461 -402
Run-off result, gross 263 -17 0

The number of large claims corresponded to a normal
year and was slightly below 2004, while claims, net of
reinsurance, were slightly higher because most of the
large claims were below DKK 50m and therefore not
covered by our reinsurers.

We had run-off gains of DKK 263m in 2005 against run-
off losses of DKK 17m in 2004 which had a favourable
impact on profits relative to a normal year. The run-off
results for 2005 include increased provisions for claims
handling costs.

Claims frequencies for, in particular, buildings in Den-
mark and Norway and motor in Norway were lower
than in a normal year. The average claim developed
favourably due to TrygVesta’s arrangements with re-
pairers and builders.

There were no judgments or change in the practice
relating to personal accident insurance that could cause
us to make extraordinary provisions.

expense ratio improved due to efficiency
enhancements and synergies

The gross expense ratio was 16.9% in 2005, which was
0.2 percentage points lower than in 2004. In 2005, we
continued our targeted efforts to reduce costs, both
short term and longer term, by leveraging synergies in
the Nordic collaboration and through continued meas-
ures to make business processes more efficient.
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Gross expenses were unchanged from 2004 when
expressed net of currency movements despite 2.5%
salary indexation, strategic investments in IT, growth
in new markets and an increase in customer-oriented
activities.

The expense ratio for 2005 includes 0,3 percentage
points with respect to employee bonus and issue of
employee shares.

investment activities

The return on investment activities before other finan-
cial income and expenses and transfer to insurance
business totalled DKK 1,681m, which was DKK 478m
more than in 2004.

The improvement was made up of a substantial
increase in the return on shares, while the return on
bonds fell slightly due to the rise in bond yields during
the year.

The performance equals a 5.5% return on investment
activities, which was satisfactory considering the
Group’s investment policy. We benefited both from the
short-term bond portfolio and from the equity portfo-
lio, which is heavily weighted in Denmark, Norway and
the rest of Europe, all markets that provided handsome
returns.



aCCuMulated return ratio 2005 %
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tax

Tax on the profit for the year amounted to DKK 788m
against DKK 556m in 2004. The effective tax rate

of 27% was unchanged from 2004. The tax expense
included a current tax charge of DKK 628m and a DKK
160m increase in TrygVesta’s deferred tax.

discontinued business

TrygVesta reported a loss on discontinued business of
DKK 28m. The improvement of DKK 47m over 2004 re-
lates mainly to Chevanstell Ltd. We had a stable claims
experience and small commutation gains in 2005. The
main reason for reporting a loss was that we strength-
ened the provision for administrative expenses in con-
nection with running off the portfolio as this process
has been delayed relative to what we anticipated. At 31
December 2005, the provision set aside to administer
the run-off portfolio totalled DKK 96m.

balance sheet and cash flow

TrygVesta’s total assets increased from DKK 37,824m
in 2004 to DKK 40,811m in 2005. Liabilities comprised
mainly shareholders’ equity of DKK 8,215m and total

provisions for insurance contracts, of DKK 26,757m.

Total provisions for insurance contracts were DKK
1,545m higher than in 2004, and TrygVesta’s claims
provision ratio was 126% in 2005 against 122% in
2004.

We have restructured our reinsurance programme in
recent years, reducing the reinsurers’ share of the pro-
visions for insurance contracts from DKK 3.3bn in 2004
to DKK 2.5bn in 2005.

Receivables were reduced by DKK 518m in 2005, mainly
due to lower reinsurance receivables.

balanCe sheet DKKm

50,000

40,000 40,811

37,824

30,000

25,212 26,757

20,000

10,2000

8,215

6,802 '
0

Shareholders’
equity

Assets Provisions

® 2004 ® 2005

The pension obligation towards Norwegian TrygVesta
employees totalled DKK 635m after set-off of the
scheme assets. The full amount has been recognised in
the balance sheet.

TrygVesta generated a cash inflow from operating
activities in 2005 of DKK 4,298m compared with DKK
5,176m in 2004. An amount of DKK 1.2bn regarding
sales of property is included in 2004. Investments
increased by DKK 4,051m in 2005, and there was a cash
outflow from financing activities of DKK 197m.

shareholders’ equity

Shareholders’ equity increased by DKK 1,413m to stand
at DKK 8,215m at 31 December 2005. The increase
was made up of the profit for the year less dividends
paid, and including adjustments for actuarial gains and
losses on the pension provision under IAS 19 and other
minor adjustments.

These figures exclude the proposed DKK 1,428m distri-
bution of dividends for 2005.
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private & CoMMercCial denMark

iFrs danish gaap
Q4 Q4

dkkm 2005 2004 2005 2004 2004 2003 2002 2001
Gross premiums earned 1,570 1,501 6,276 5,942 5,977 5,660 5,191 4,666
Gross claims incurred -1,120 -1,282 -4,987 -4,376 -4,257 -4,194 -4,070 -3,843
Gross expenses -277 -235 -1,113 -1,057 -1,235 -1,287 -1,194 -1,183
proft/loss on gross business 173 -16 176 509 485 179 -73 -360
proft/loss on ceded business -34 -26 467 -101 -99 -167 -180 -10
Technical interest, net of reinsurance 52 44 113 116 164 147 219 233
Change in equalisation provisions 0 0 0 0 54 -39 19 14
technical result 191 2 756 524 604 120 -15 -123
key ratios

Claims ratio 71.3 85.4 79.5 73.7 71.2 74.1 78.4 82.4
Business ceded as a percentage of gross premiums 2.2 1.7 -7.4 1.7 1.7 3.0 3.5 0.2
Claims ratio. net of ceded business 73.5 87.1 72.1 75.4 72.9 77.1 81.9 82.6
Expense ratio 17.6 15.7 17.7 17.8 20.7 22.7 23.0 25.4
Combined ratio 91.1 102.8 89.8 93.2 93.6 99.8 104.9 108.0
Operating ratio 88.2 99.9 88.2 91.4 91.0 97.3 100.6 102.8

This business area generated a very satisfactory

technical result thanks to a good claims performance,

The renewal rate was 85.0 in 2005, up from 84.4 in
2004. Renewal rates improved, in particular, among

despite the storm in January, and a favourable premium
performance.

retention of existing customers

Private & Commercial Denmark reported 5.6% growth
in gross earned premiums relative to 2004. Allowing
for some 2.4% indexation and 1.2% other price in-
creases, volume growth was thus 2.0%, and TrygVesta
is winning market shares. The increase was prima-

rily attributable to customer loyalty and thus higher
renewal rates within most segments, and to the effect
of the refocused sales organisation, which resulted in
more customer contacts for all employees.
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commercial customers, while renewal rates in the pri-
vate lines remained at a satisfactory level.

The Danish operations began using the Norwegian call
centre technology at the end of 2005, resulting in a
more systematic distribution of work between our cus-
tomer service staff and our own sales agents, thereby
enhancing quality, productivity and quick service to our
customers.

Combined ratio improvement of 3.4 percentage
points

The significant enhancement of the technical result is
reflected in the combined ratio, which improved 3.4
percentage points relative to 2004. The storm in Janu-
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iFrs iFrs
dkkm 2005 2004
Storm and weather, gross -739 -74
Storm and weather, net -115 -74
Large losses, gross -23 -10
Run-off result, gross -2 -138

ary had an impact on the gross combined ratio of 12.2
percentage points and an impact of 2.2 percentage
points on the combined ratio, net of reinsurance.

Claims ratio impacted by the storm

The gross claims ratio was 5.8 percentage points
higher than in 2004. Disregarding the storm in January,
the gross claims ratio was 68.2, equivalent to a fall of
5.5 percentage points relative to last year. All primary
products are generally performing well with the excep-
tion of personal accident insurance, which continued to
record an unsatisfactory claims experience.

Due to our reinsurance agreements, the storm in
January had a limited impact on the performance, net
of reinsurance, and the overall figure for storm and
weather-related claims was only slightly higher than in
a normal year.

Large claims and run-off results were in line with ex-
pectations for a normal year.

Tryg Reparation for cars, which was introduced in 2003,
and Tryg Bygning from 2004 also had a positive effect

on claims expenses. The new approach to claims hand-

ling resulted in a decrease in the average claim.

The claims frequency for building insurance continued
to fall throughout 2005. In motor insurance, the fre-
quency rose marginally from 2004 to 2005, mainly due

to the snowfall between Christmas and New Year 2005,
but it remained satisfactory.

Most of our motor claims handling was further auto-
mated in early 2005, resulting in substantial admin-
istrative savings. At the same time, the process was
prepared for further automation. These savings are re-
flected in the claims ratio as future savings will also be.

expense ratio

Private & Commercial Denmark reported a gross ex-
pense ratio for 2005 that was slightly below the level
of last year, reflecting our investment in increased sell-
ing power. Our continuing efforts to combine sales of-
fices into large powerful units had a favourable impact.
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private & CoMMercCial norway

iFrs danish gaap
Q4 Q4

dkkm 2005 2004 2005 2004 2004 2003 2002 2001
DKK/NOK, rate, quarterly, annual average 94.61 90.71 92.85 88.79 88.79 93.68 98.46 92.16
Gross premiums earned 1,184 1,149 4,632 4,435 4,421 4,553 4,211 3,103
Gross claims incurred -774 -697 -2,844 -2,696 -2,615 -3,275 -3,032 -2,465
Gross expenses -233 -263 -945 -922 -1,106 -1,123 -1,136 -810
proft/loss on gross business 177 189 843 817 700 155 43 -172
proft/loss on ceded business -12 -6 -62 -73 -86 -93 -228 240
Technical interest, net of reinsurance 25 28 93 87 140 204 263 197
Change in equalisation provisions 0 0 0 (0] -92 -57 -140 -55
technical result 190 211 874 831 662 209 -62 210
key ratios

Claims ratio 65.4 60.7 61.4 60.8 59.1 71.9 72.0 79.4
Business ceded as a percentage of gross premiums 1.0 0.5 1.3 1.6 1.9 2.0 54 -7.7
Claims ratio, net of ceded business 66.4 61.2 62.7 62.4 61.0 73.9 77.4 71.7
Expense ratio 19.7 22.9 20.4 20.8 25.0 24.7 27.0 26.1
Combined ratio 86.1 84.1 83.1 83.2 86.0 98.6 104.4 97.8
Operating ratio 84.3 82.1 81.5 81.6 83.5 94.4 98.3 92.0

The favourable performance in 2005 was attributable
to enhanced risk selection, a very low claims frequency
for building and motor insurance in Norway and im-
proved claims procurement.

stable premium performance

Private & Commercial Norway increased gross earned
premiums by 4.5% relative to 2004. In local currency,
gross premiums were up 1% over 2004. Allowing for
some 1.1% indexation and other price increases of
0.6%, volume growth was thus a negative 0.8%, The
renewal rate was 83.7%, up from 83.0%. The improve-
ment took place gradually over the year, reflecting the
launch of our Vesta Trygghetsavtale customer con-
cept. Furthermore, developing from a low starting level,
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sales through Nordea were 60% higher than in 2004.
The development in earned premiums was attribut-

able to our continued focus on profitable business. We
expect that the revised price structure and the launch
of a new customer concept will strengthen our position
among private customers in Norway further. The per-
formance reflects a year with an unsatisfactory balance
between customer inflow and customer outflow during
the first six months, and an improvement during the last
six months following initiatives relating to the new cus-
tomer concept and the strengthened sales organisation.

Stronger focus on additional sales to existing customers
helped strengthen the trend in the latter half of 2005.
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dkkm 2005 2004
Storm and weather, gross -35 -15
Storm and weather, net -32 -15
Large losses, gross -37 -24
Run-off result, gross 164 91

Combined ratio at a low level

The positive technical performance was reflected in the
combined ratio, which at 83.1 was 0.1 percentage point
lower than in 2004 and lower than in a normal year.

Claims ratio at a satisfactory level

The gross claims ratio was 0.6 percentage point up on
2004, but it remains at a very low level. We attribute
this to the effect of prior-year initiatives and enhanced
risk selection based on the revised price structure that
helps us retain existing profitable customers. In addi-
tion, as the claims frequency was lower due to favour-
able weather conditions, we recorded an extraordinarily
favourable claims performance for, in particular,
building and motor insurance.

Large claims, comprising three property claims, were
at a slightly higher level than in a normal year but were
more than offset by run-off gains of DKK 164m.

Building insurance saw an extremely favourable claims
frequency in 2004 and 2005 due to the very mild
winters. Motor insurance also saw a lower frequency,
which we expect to sustain going forward.

We recorded a significantly lower claims frequency
among new customers due to a much better risk selec-
tion, and this supported the favourable claims perform-
ance.

Claims incurred in workers’ compensation, in particular,
improved significantly in 2005 relative to 2004. This
should be seen in the context of the premium increases
introduced in the personal accident lines.

Costs of stronger sales effort

Private & Commercial Norway reduced its gross ex-
pense ratio to 20.4% in 2005. We have invested in more
selling power throughout the year while reducing costs
by implementing planned sales offices closures and
efficiency-enhancements of workflows and processes
as part of our strategy to combine sales in larger sales
offices with a powerful selling environment.
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Corporate

iFrs danish gaap

Q4 Q4

dkkm 2005 2004 2005 2004 2004 2003 2002 2001
DKK/NOK, rate, quarterly, annual average 94.61 90.71 92.85 88.79 88.79 93.68 98.46 92.16
Gross premiums earned 1,171 1,151 4,666 4,801 4,786 5,190 5,120 3,832
Gross claims incurred -847 -872 -3,361 -3,431 -3,417 -3,555 -4,368 -2,810
Gross expenses -137 -127 -534 -561 -689 -873 -846 -681
proft/loss on gross business 187 152 771 809 680 762 -94 341
proft/loss on ceded business -150 -75 -421 -549 -570 -801 -363 -495
Technical interest. net of reinsurance 14 4 114 130 190 209 314 251
Change in equalisation provisions 0 0 0 0 -54 -15 -119 -31
technical result 51 81 464 390 246 155 -262 66
key ratios
Claims ratio 72.3 75.8 72.0 71.5 71.4 68.5 85.3 73.3
Business ceded as a percentage of gross premiums 12.8 6.5 9.0 11.4 11.9 15.4 7.1 12.9
Claims ratio, net of ceded business 85.1 82.3 81.0 82.9 83.3 83.9 92.4 86.2
Expense ratio 11.7 11.0 11.4 11.7 14.4 16.8 16.5 17.8
Combined ratio 96.8 93.3 92.4 94.6 97.7 100.7 108.9 104.0
Operating ratio 95.7 93.0 90.3 92.1 94.0 96.9 102.6 97.6

Corporate, our Nordic business area, continued the

positive trend from 2004, improving profitability in the

personal accident lines in general and in Norway, in
particular.

earned premiums

Corporate recorded a 2.8% fall in gross earned premiums

from 2004 to 2005.

Gross earned premiums in Denmark were 3.8% lower,

of which the transfer of the aviation portfolio to
an independent company and the full effect of the
introduction of net pricing to customers served by
brokers accounted for almost 2%. In Norway, the
reduction was 6.2% in local currency. The premium
performance was linked to our continued focus on
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profitable business, which implies that we have opted
to stay away from certain customer groups in the

past few years or required that they provide improved
safeguarding measures and hold higher deductibles.

Towards the end of the year, we saw a strong increase

in sales and satisfactory renewal rates.

Combined ratio improvement of 2.2 percentage

points

The favourable technical performance was reflected in

the combined ratio of 92.4, which was an improvement

of 2.2 points relative to 2004.

Claims ratio impacted by January storm

The gross claims ratio was 0.5 percentage points higher
than in 2004 and affected by the storm in Denmark in



iFrs iFrs

dkkm 2005 2004
Storm and weather, gross -136 -23
Storm and weather, net -29 -23
Large losses, gross -356 -427
Run-off result, gross 100 24

January. Its effect on gross claims was DKK 120m. Our
retention was DKK 15m and we paid reinstatement pre-
miums of DKK 9m. The gross claims ratio was 69.5 net
of the January storm. The favourable performance of,
in particular, the Norwegian part of the portfolio was
mainly driven by our initiatives in the personal accident
business.

We continuously focus on working systematically with
risk selection and sound underwriting. We measure
the quality of our portfolio relative to customers who
choose other insurers to ensure we select risk and set
prices correctly.

The number of large claims within our retention limit of
DKK 50m brought our claims expenses for large losses,
net of reinsurance, slightly higher than in a normal
year.

The conventional corporate insurance lines, property,
liability, motor and transport insurance saw a satis-
factory claims performance which was better than in
a normal year, while the claims performance in the
marine businesses was still not satisfactory.

sustained low cost level

Corporate reduced its gross expense ratio by 0.3
percentage point relative to 2004 despite lower gross
earned premiums. The favourable expense ratio per-
formance was primarily attributable to absolute costs

being lower in 2005 than in 2004 due to such measures
as changed principles for settlement with brokers, our
continued efforts throughout 2005 to make selling
more efficient and the general cost constraint.

TrygVesta Annual Report 2005 / Page 29 of 144



Management's report

Finnish general insuranCe

iFrs danish gaap
Q4 Q4

dkkm 2005 2004 2005 2004 2004 2003 2002 2001
DKK/EUR, rate, quarterly, annual average 745.95 743.43 745.07 743.99 743.99 742.92 743.08 745.74
Gross premiums earned 39 28 140 97 97 61 21 2
Gross claims incurred -32 -20 -113 -73 -66 -47 -18 -1
Gross expenses -18 -19 -70 -71 -78 -63 -66 -29
proft/loss on gross business -11 -11 -43 -47 -47 -49 -63 -28
proft/loss on ceded business -1 1 -1 0 0 0 -4 -1
Technical interest, net of reinsurance 1 0 3 2 2 1 1 0
Change in equalisation provisions 0 0 0 0 0 0 0 0
technical result -11 -10 -41 -45 -45 -48 -66 -29
key ratios

Claims ratio 82.1 71.4 80.9 75.3 68.5 77.5 84.8 91.1
Business ceded as a percentage of gross premiums 2.6 -3.6 0.2 0.2 0.2 1.0 18.7 0.0
Claims ratio, net of ceded business 84.7 67.8 81.1 75.5 68.7 78.5 103.5 91.1
Expense ratio 46.2 67.9 50.2 73.0 79.8 102.8 316.3 1,795.1
Combined ratio 130.9 135.7 131.3 148.5 148.5 181.3 419.8 1,886.2
Operating ratio 127.5 135.7 128.0 145.3 145.5 177.4 400.0 1,550.0

sustained strong growth and performance
improvement

Nordea Vahinkovakuutus, TrygVesta’s Finnish business,
generated 44% growth in gross earned premiums in
2005. The improvement was primarily achieved because
we strengthened the partnership with Nordea, which
sells insurance through its branches, and launched our
own new channels.

We extended the partnership in 2005 to include Nordea
Finans in connection with sales of motor insurance
policies.

We sold a satisfactory volume of new policies in 2005.

With almost 75,000 polices sold, sales were up by 15%
on 2004.
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During their short life-span, the Finnish operations
have succeeded in growing the business volume in line
with our ambitious plans. Nordea’s around 3 million pri-
vate customers in Finland offer a large sales potential.

Claims ratio at a satisfactory level

The gross claims ratio was 5.6 percentage points
higher than in 2004 mainly due to the payment into the
Finnish motor third party liability insurance pool, which
covers death and disability.

significant improvement of expense ratio

The gross expense ratio for Finland decreased 22.8
percentage points relative to 2004. The very favourable
performance was mainly due to absolute costs being
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almost unchanged from 2004 while earned premiums
increased strongly.

Higher payroll costs, office operation expenses and
commissions in line with increased sales were offset by
lower IT related depreciation charges.
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investMent aCtivities

proft/loss assets end of
dkkm 2005 2004 2005 2004
Tryg 1,064 803 19,426 16,251
Vesta 615 396 14,950 12,563
TrygVesta A/S 2 4 34 109
Total 1,681 1,203 34,410 28,923
Other fnancial income and expenses -86 -187
total investments activities 1,595 1,016
Transferred to technical interest -707 -638
Return on investment activities 888 378
Discontinued business -6 -7 578 745

» The item comprises gains and losses as a result of a changed discount rate, interest on operating assets, bank debt and reinsurance deposits,
exchange rate adjustment of insurance items and costs of investment activities.

TrygVesta’s return on investment activities before
transfer to insurance activities and before other finan-
cial income and expenses was DKK 1,681m in 2005, or
5.5%, which was better than the 2004 return of DKK
1,203m or 4.6%. The improvement was due to a larger
investment portfolio and, in particular, higher equity
returns, while the higher interest rates triggered a fall
in the bond return.

Other financial income and expenses improved from

a net expense of DKK 187m to a net expense of DKK
86m among other things because higher interest rates
changed the discounting effect from minus DKK 109m
to a gain of DKK 43m. Technical interest transferred to
insurance activities was DKK 69m higher, increasing the
total return on investment activities by DKK 510m.

asset allocation

Throughout 2005, we maintained a high proportion of
highly liquid bonds in our portfolio for security and rat-
ing considerations. Net investments and rising equity
prices increased our equity portfolio by DKK 1,622m in
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2005, lifting the proportion of equities from just under
11% to almost 14%. We only added DKK 55m to our
portfolio of real property, reducing the proportion it
constitutes of the overall investment portfolio.

asset allocation

Our net investments amounted to about DKK 4.3bn in
2005, of which DKK 3.6bn was invested in bonds and
the balance in equities and real property.

bonds

Our overall bond portfolio including cash yielded a
return of 2.7% or DKK 687m in 2005. Short-term bond
yields rose 0.3-0.8 percentage points during 2005,
which had an adverse impact on value adjustments and
thus on the return.

DKK 26.0bn or 94% of our bond portfolio consisted of
Danish mortgage bonds, placements in the Norwegian
money market or Western European or US government
bonds.



return net
investment assets 31-12-05 bonds in return invest-
dkkm shares etc. property total dkkm in % ments
Tryg 3,239 14,839 1,348 19,426 1,064 6.2 2,663
Vesta 1,531 12,712 707 14,950 615 4.5 1,699
TrygVesta A/S 13 21 ] 34 2 -75
Total 4,783 27,572 2,055 34,410 1,681 55 4,287
Other fnancial income and expenses -86
total 1,595
Discontinued business 0 578 0 578 16 2,6 -85
Asset allocation in % 13.9 80.1 6.0 100.0
Return in DKKm 819 687 175 1,681
Return in % 22.3 2.7 9.4 5.5
return on asset Classes % bond portFolio by geography 31-12-05
25 14.2% Other
223 K
20
16.1
15
10 ot —— 51.7% Danish
78 bonds
5 5.5
2.7 3.1
. |
Bonds etc. Shares Property Total 34.1% Norwegian
bonds and
® 2005 ® 2004

money market
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rating alloCation aF bond portFolio 31-12-05
0.4% BBB/Baa
19.5% NR

(— 0.01% <BB/Ba

T~—— 67.5% AAA/Aaa

11.7% AA/Aa
0.9% A/A

The pie chart presents the composition of the bond
portfolio by rating category. As shown, 79% of the port-
folio is rated AAA/Aaa or AA/Aa. The unrated 20% of the
portfolio comprises mainly short-term Norwegian money
market certificates issued by banks.

The option adjusted duration including cash of the
Group’s total bond portfolio was 1.6 years at 31 De-
cember 2005 compared to 1.3 years at 31 December
2004. The short, but slightly higher duration was pri-
marily due to a higher duration on the Danish portfolio
and an increased portfolio of foreign bonds in Vesta.
The bond portfolio had less interest rate sensitivity
than the provisions.

shares

The total return on investments for the financial year
was DKK 819m, equivalent to 22.3%. The strong return
was driven by sound returns in the large international
equity markets, exceptionally large returns in the
Danish and Norwegian equity markets, and a reduced
proportion of US shares in the portfolio from 1 Janu-
ary 2005. The return on Danish shares was 50.0%,
while Norwegian shares generated a return of 45.1%
compared with 46.5% for the Danish OMXCB index and
40.5% for the Norwegian OSEBX index. The return on
other international shares was 17.4% compared with
24.9% and 5.1% for MSCI Europe and MSCI USA, respec-
tively. We hedged currency risks relating to interna-
tional bonds during the year. Unlisted shares accounted
for DKK 225m at 31 December 2005.
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listed shares by geography
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Our portfolio of listed shares is highly diversified. Our
largest position accounted for only 2.8% of total listed
shares and 0.4% of total investment assets. Further-
more, the proportion of domestic listed shares (Den-
mark and Norway) is very low, amounting to some 17%
of the listed shares portfolio at 31 December 2005,

and our international share investments are placed in
portfolios that are highly diversified with regard to geo-
graphical and industry distribution and with a low track-
ing error, meaning that we expect the portfolio return
to be very close to the benchmark return. In both Den-
mark and Norway, the five largest companies account
for more than 55% of the index, while the five largest
components of our total equity portfolio account for
9.6%. We intend to maintain a diversified international
equity portfolio in order to minimise risk relating to any
single market or any single company.

real property

The investment return on real property was DKK 175m,
equivalent to a total return of 9.4%. The Group sold
investment properties worth DKK 19m in 2005. The
occupancy rate was 94.4% at 31 December 2005 com-
pared to 95.6% at 31 December 2004.

The portfolio is well-diversified and consists of quality
property, typically in prime locations in major cities in
Denmark and Norway. The portfolio mainly comprises
office premises, but also includes a small proportion of
other commercial property and residential property.



Capitalisation 2005

trygvesta had the following ratings at 31 december 2005 standard & poor's Moody’s
Tryg Forsikring A-/stable A3/positive
Vesta Forsikring A-/stable A3/positive
Dansk Kaution A-/stable -
Target (minimum) A- A3
In 2005 Moody's upgraded its outlook for Tryg Forsikring and Vesta Forsikring from stable to positive.

Changes in our capitalisation 2005 2004
Shareholders’ equity 8,215 6,802
Subordinate loan capital 1,098 700
Dividend for the year -1,428 650
Capital 7,885 6,852
net premiums 14,900 13,782
Capital/premiums 52.9% 49.7%

The ratio of capital to premiums was 52.9% in 2005,
up from 49.7% in 2004. Given the anticipated dividend
distribution for 2005, this is well within our targeted
range.

We made two important changes to our capitalisation

in 2005:

1. Tryg Forsikring A/S issued a listed bond loan in
December 2005

2. TrygVesta extended its credit facility on 5 July 2005

In order to make our capitalisation more transparent, we
show a simplified capital model on TrygVesta Investor
Relations homepage.

subordinate loan capital

In December 2005, Tryg Forsikring A/S issued a subor-
dinated bond loan listed on the London Stock Exchange
in a nominal amount of EUR 150m. This loan is included
in the calculation of the Group’s capital base.

The 20-year loan is subject to a prepayment option
after ten years. It was subscribed at 1.10% above

the swap rate, which was 3.53% when the price was
determined. The coupon is 4.50% p.a. for the first ten
years and will then become variable. The bonds, heavily
oversubscribed, had been taken up in advance by a
group of Danish and international professional inves-
tors and were rated BBB by Standard & Poors and BAA
2 by Moody’s.

The previous subordinate loan granted by Tryg i Dan-

mark smba was repaid in connection with the bond
issue, as were the subordinated intercompany loans.
The new loan increased the ratio of subordinate loan
capital to the capital from 9.3% in 2004 to 11.8% in
2005, or 13.9% after payment of dividend.

The higher volume of loan finance raised our annual
interest expense on subordinate loans to DKK 50.6m
from DKK 43.75m. Our earnings in 2005 covered the
total interest expense 43 times.

Capital resources

On 5 July 2005, TrygVesta replaced the existing short-
term debt of DKK 600m by a five-year DKK 2,000m
revolving credit facility. At 31 December 2005, we had
utilised DKK 715m of this facility.

Including subordinate loan capital and the amount
drawn under the credit facility, debt finance accounted
for 18.1% of our capital base, rising to 27.4% on full
utilisation of the credit facility.

The credit facility provides flexibility in planning the
Group’s capitalisation, but we do not anticipate increas-
ing the utilisation rate of the facility significantly in the
short term.
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our CustoMers

Insurance customers in the Nordic region are becom-
ing increasingly focused on quality and reliability in the
provision of services.

At TrygVesta, we fundamentally believe that our cus-
tomers’ requirements are best covered when we provide
solutions rather than mere financial compensation in
case they report a claim.

As a consequense we work with concepts where we
pro-actively provide peace of mind to customers, private
as well as corporate. Examples include when custom-
ers needs a garage to repair damage to their car, when
their house or flat has been damaged by water or
otherwise, when customers need help to return to the
labour market after an accident, or when large or small
businesses need help to maintain or restore production
after a large claim.

TrygVesta aims to enhance customer loyalty on an
ongoing basis. We can achieve this only by constantly
spotlighting customer satisfaction. As part of our active
customer policy, we contact all private customers every
year when we send out policy renewals and policy over-
views. We also send all our concept customers at least
one positive message each year.

We carry out regular customer surveys in all markets.
We also carry out surveys if many customers have
required TrygVesta’s expertise due to particular events.

We made such a survey after the hurricane in 1999 in
Denmark, and the results of the survey caused us to
implement major changes to our IT systems and busi-
ness procedures. We were therefore able to handle

the severe storm in Denmark in 2005 quickly and
efficiently. Likewise, we performed a survey among af-
fected customers after all the work involved in handling
the consequences of the fireworks explosion at Seest,
Denmark in 2004.
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This special survey showed that TrygVesta’s staff hand-
led the huge task very satisfactorily. It also showed
that almost nine out of ten customers would recom-
mend TrygVesta to their family and friends based on
this performance. This is a very strong signal of loyalty
and satisfaction.

Other customer surveys in the year also produced many
positive responses.

In Norway, TrygVesta advanced to rank second among
the three companies we usually consider our peers in
the Norwegian market, and which hold an aggregate
82% market share. We believe that our new customer
concept Vesta Trygghetsavtale, which involves that
we take responsibility for meeting customers’ overall
insurance requirements, contributed strongly to the
improvement.

TrygVesta ranks first among the big players in Den-
mark, and we recorded progress in both customer
loyalty and satisfaction. Continuous claims handling
improvements and our focus on the ongoing contact to
our customers also when they do not have a claim or
need to renew their policies helped us retain the very
high rating.

TrygVesta in Finland has some of the most loyal and
satisfied customers, and we rank first or second in all
categories.

Customer expectations to TrygVesta in Finland are the
highest in the market at 76.3%. Number two on the
list was at 73.6%. We succeeded in meeting the very
high customer expectations as reflected, among other
things, by customers rating TrygVesta best on price-
quality relationship. We are rated 76.5% against 73.3%
for our closest competitor.
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This is a performance achieved by a new small, but
highly dedicated organisation.

Only three companies have a presence in more than
one market in the Nordic region. Our advance in Nor-
way, our top ranking in Denmark and the efforts in
Finland place TrygVesta as the undisputed Number One
in the Nordic market.

In our letter to Danish concept customers this year we
offered customers a say in the further development of
our concepts by assessing the individual concept ele-
ments. We were very pleased to see that 19.3% of our
Danish concept customers responded.

Customers and companies make increasing use of
the Internet to communicate with each other, and we
measure these trends in all markets.

CustoMer rating, norway 2005
satisFaCtion and loyalty - private CustoMers ?

78

76

® TrygVesta

68 70 72 74 76 78
Satisfaction

62 64 66

® TrygVesta
® Competitor 1

Industry
Competitor 2

CustoMer rating, nordiC Countries 2005
satisFaCtion and loyalty - private CustoMers 9?2

76

74

@ TrygVesta

66

64

64 66 68 70 72 74 76
Satisfaction

® TrygVesta
® Competitor 1

Industry
Competitor 2

2 The benchmarks in the Nordic comparison are simple averages of
official EPSI country results for companies with a presence in more
than one Nordic market

In 2005, our websites in Denmark and Norway (tryg.
dk and vesta.no) had 2.1m visitors who viewed 13.4m
pages. Our Danish website had 1.5m visitors account-
ing for 10.4m page views, and our Norwegian website
had 560,000 visitors and 3m page views.

The corresponding figures for 2004 were 1.5m visitors
viewing a total of 9.8m pages.

In Finland, Nordea’s TrygVesta pages had 132,127 hits
in 2005 against 71,823 hits in 2004.
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our proCesses

We are committed to enhancing processes on an on-
going basis. We do this by systematically sharing know-
ledge and implementing new technology. The develop-
ment of our overall processes and support processes
builds on self-service and straight-through processing.

Our strategy of leveraging shared Nordic synergies has
proved viable and efficient. By continuing to integrate
IT systems across national borders we become more ef-
ficient and better able to cooperate across the organi-
sation. It also provides economies of scale and compe-
tence building in our IT development.

Our general efforts to reduce expense levels in staff
functions and enhance processes in the individual
business areas were key to improving the Group’s per-
formance both in 2004 and in 2005, and we intend to
continue these efforts in 2006.

We introduced a new process for handling motor claims
in Denmark in 2005 based on straight through process-
ing and claims handling automation. As a result, most
loss adjustments can be handled in a single routine.

In 2005, we extended our cooperation with suppliers
in claims situations with respect to Tryg Reparation for
cars and Tryg Bygning, under which we cooperate with
plumbers and carpenters to have damage reported

by our customers repaired fast, professionally and
correctly. Such arrangements will be extended on an
ongoing basis, helping us improve claims handling in
relation to custo-mers and reducing claims expenses
for TrygVesta. Also in Norway this cooperation has been
further deve-loped both regarding the building and the
motor insu-rance area.

Vesta.no was completely revamped in 2005 reusing
Tryg.dk technology and the website ideas were devel-
oped further in both countries. Both websites had a
record number of hits in December 2005 when 123,710
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visitors viewed 646,222 pages on vesta.no and 296,240
visitors to tryg.dk viewed 1,756,000 pages. An increas-
ing number of visitors sign up to receive communica-
tions online.

We set up customer teams comprising representatives
from the sales, underwriting, engineering and claims
departments when quoting for new policies or renew-
als and servicing existing corporate customer policies.
This procedure allows Corporate to get a good idea of
the customer’s risk profile and other relevant matters,
while also giving the customer a better understanding
of TrygVesta’s assessments and price.

The Danish part of our business implemented the Nor-
wegian call centre system in 2005, which enabled us to
offer faster service to customers and to improve our
quality assurance follow-up.

TrygVesta’s partnership with Nordea to sell general
insurance products through the bank’s branches
contributed to our strong market position. A total of
117,627 policies were sold through Nordea’s branches
in Denmark, Norway and Finland in 2005.

We implemented a new, shared Nordic financial man-
agement system, SAP, in TrygVesta on 1 January 2005
which enables us to have shared Nordic processes. This
improves the monthly reporting and allows for better
current cost management. We intend to use SAP in the
future to support further Nordic integration.

Beginning in 2006, our franchisees in the Norwegian
market will have new technical potential for selling
products to small and medium-sized businesses. We
expect these initiatives to strengthen sales in this area
significantly.



our eMployees and values

It is up to our employees to handle the day-to-day pro-
vision of products and services that offer peace of mind
to our customers. We therefore depend on our ability
to continue to attract and retain the best employees

by being an attractive workplace offering employees
freedom to act, thrive and develop.

It is important to us that all our employees see their
own efforts relative to an overall target, and we use an
employee bonus programme as a natural tool in this
connection.

We want our everyday work in TrygVesta to reflect the
corporate values we have worked with over the past
two years.

We provide peace of mind because:

- We show people respect, openness and trust

- We show initiative, share knowledge and take
responsibility

- We provide solutions characterised by quality and
simplicity

- We create sustainable results

In 2005, we arranged for managers and employees to
meet to make a joint effort to ensure that our corporate
values are understood, followed and embedded in our
everyday work.

We began by having all managers with employees
reporting to them attend courses on understanding the
values as a tool in everyday work, using both in-house
and external instructors to ensure that TrygVesta man-
agers have a uniform understanding of the work with
our corporate values.

We used theme packages covering individual aspects
of the values to involve our employees in the work, for
instance by asking them to find good examples of how
the values are applied in their everyday work.

We intend to continue this work in 2006 to make sure
that our corporate values are communicated through-
out the organisation. As a result of the intensive work
with the theme packages we have deferred our 2005
employee survey to 2006.

Employee bonus benchmarks were combined ratio and
growth in 2005, and our performance triggered a bonus
of DKK 4,000 to each employee. In addition, the Super-
visory Board has decided to distribute employee shares
worth DKK 6,000 to all employees to further strengthen
links between the employees and the company. For tax
reasons, our Norwegian and Finnish staff may receive
the corresponding amount in cash.

The substantial profit increase we have seen in the
entire TrygVesta Group over the past few years is very
much attributable to the dedicated efforts of manag-
ers at many levels in our organisation. The results of
the work to enhance our management development
programmes in 2005 will be implemented in 2006. The
Supervisory Board has launched an option scheme for
management and senior management employees as
an extension of the existing incentive scheme, which is
described in the section Corporate governance.

We live in a world with an accelerating pace of change
and under growing pressure to perform, the effect of
which lowers our basic stress thresholds. At TrygVesta,
a steadily developing business characterised by growth
and ambitious employees, we are aware that stress may
become a factor in the workplace, adversely affecting
employee well-being, job satisfaction and the quality

of the products and services we provide. We intend to
focus on workplace stress in 2006.
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our investors

Openness, transparency and a fundamental under-
standing of investor information requirements are key
to creating and maintaining good relations to investors.
Our Investor Relations policy is designed to ensure that
the valuation of our shares is based on open and direct
communications with all stakeholders.

We maintain a high level of information to analysts and

investors by

* Being proactive in our dealings with investors and
analysts

* Being available for questions and

* Engaging in a close dialogue on potentials and
challenges

We make information that may influence the pricing
of our shares available to all stakeholders through
the Copenhagen Stock Exchange with a view to global
distribution.

TrygVesta primarily wishes to attract investors who
take a long-term view as well as investors with a me-
dium-term investment horizon.

Assuming sufficient distributable reserves are avail-
able at the relevant time, we intend to target a pay-out
ratio of not less than 50%.

FinanCial Calendar

30 March

10 May

16 August

8 November

Annual General Meeting 2006
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information sources

The primary sources of information to investors and
analysts are our half-year and quarterly interim reports
and stock exchange announcements. Following all
releases of interim reports, management is available
to analysts, major institutional investors and private
investors by way of roadshows, webcasts, telephone
conferences and investor meetings to provide as broad
a presence as possible. All stock market information is
issued in a Danish and an English version.

All investors may ask questions and submit proposals at
our general meetings.

Our Investor Relations department is available for
queries on an ongoing basis although we refrain from
commenting on the Group’s general financial position
during a period of three weeks prior to announcement
of our interim results.

dividend

The proposed dividend for the year is DKK 21 per share,
totalling DKK 1,428m, and equalling a payout ratio of
68% of the profit for the year after tax. The dividend
corresponds to an annual dividend yield of 6.6% rela-
tive to the price at 31 December 2005 of DKK 319.2

per share.

Financial results for the three months ending 31 March 2006
Financial results for the six months ending 30 June 2006
Financial results for the nine months ending 30 September 2006



trygvesta shares

TrygVesta was listed on the Copenhagen Stock Ex-
change in the autumn of 2005. The first day of trading
in the shares was 14 October 2005. On 19 December
2005, the TrygVesta share became a component of the
OMXC20 index comprising the 20 most traded shares
on the Copenhagen Stock Exchange. The share closed
the year at DKK 319.2, equal to a market capitalisa-
tion for the Group of DKK 21.7bn and marking a price
increase of 39% since the listing where the share was
quoted at a price of DKK 230.

Turnover of TrygVesta shares totalled DKK 2.9bn on the
first two days of trading with a subsequent average
daily turnover of DKK 117m. This makes TrygVesta the
second most traded financial share on the Copenhagen
Stock Exchange.

TrygVesta has one class of shares, and all shares rank
pari passu. Tryg i Danmark smba holds 60% of the
shares in TrygVesta and is the only shareholder with a
holding of more than 5%. There was heavy demand for
the offer shares. Danish retail investors oversubscribed
their allotment four times, while institutional investors’
allotment was 16 times oversubscribed. The pie chart
illustrates the share allocation.
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FoCus areas and FinanCial ForeCast For 2006

TrygVesta’s focus areas for 2006 will be

« To retain our focus on existing customers

* To promote sales through Nordea in Denmark,
Norway, Finland and Sweden

« To streamline our distribution platform in Norway

« To achieve additional synergies by extending our

Nordic platform

To utilise our purchasing power better in claims

procurement

These focus areas will be supported by current and new
initiatives, and as in 2005, our efforts will be backed

by applying balanced scorecards for all departments,
evaluating their activities in terms of the four measur-
ing points.

The financial forecast for TrygVesta for 2006 is com-
posed of the main areas insurance activities, invest-
ment activities and tax. The basis for determining the
assumptions for each of these areas will be discussed
briefly below.

assumptions for insurance activities

The forecast for the technical result for 2006 is based
on assumptions with respect to gross premiums writ-
ten, gross claims incurred, gross expenses, result of
business ceded and technical interest.

Expectations regarding the gross earned premiums

are based on the portfolio at 31 December 2005 and
assumptions with respect to sales and loss of policies
and price adjustments of policies in force. Assumptions
for sales and loss of policies are based on historical
levels, planned initiatives and the market situation.
Assumptions for price adjustments are primarily based
on agreements relating to individual insurance policies.
The forecast is expressed in Danish kroner and assumes
an exchange rate equivalent to the rate prevailing at 31
December 2005.

Expectations regarding claims are generally based on as-
sumptions for the various products in the individual busi-
ness areas and companies. We base our expectations
regarding claims ratios on historical performance in the
form of average claims ratios for the past five years, with
recent years’ trends generally being weighted stronger
than those of prior years. Trends in claims frequencies
and, in particular, the average claims ratio for motor

and building, which was significantly lower in 2005 as
compared with expectations for a normal year, are major
factors that may affect the overall performance.

Assumptions for storm and large losses are gener-
ally based on historical experience for not less than
ten years. In addition, we incorporate the effect of

FinanCial ForeCasts

TrygVesta is committed to providing the market with precise profit guidance. Within the Group,
we therefore attach great importance to using our very extensive records of previous perform-
ance which, together with TrygVesta’s size in our core markets, are very important when making
performance forecasts. In addition, TrygVesta emphasises the importance of having a clear cor-
relation between initiatives and the financial impact in all planning activities.
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profitability initiatives and the effect of any legislative
measures in the anticipated claims level.

The forecast generally assumes no run-off gains or
losses in 2006 on the provisions for claims established
in the 2005 financial statements. This should be seen in
the context of gross run-off gains totalling DKK 263m
in 2005.

The forecast for gross expenses reflects the projected
number of employees during 2006 and the related
costs. The projected number of employees incorporates
the effect of measures launched to improve efficiency.
The forecast further includes other costs such as IT op-
erating expenses and headquarter expenses, which are
predominantly based on agreements that are known

to us.

The result of business ceded is based on contracts
made with reinsurers to cover claims and events such
as storm and large losses. The expected result of busi-
ness ceded is calculated on the basis of such contracts
and TrygVesta’s historical data.

Technical interest is based on interest rate assumptions
at 31 December 2005.

assumptions for investment activities

Return on investment activities for 2006 is based on
the following assumptions with respect to investment
assets: Bonds are expected to account for around 81%
of total investment assets and to yield a return of 2.6%.
Shares are expected to account for around 13% of as-
sets and to yield a return of 7.1%, while real property is
expected to account for 6% and yield a return of 6.5%.
This should be viewed against corresponding returns of
2.7%, 22.3% and 9.4% generated on bonds, shares and
property, respectively, in 2005.
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actual Forecast Favourable negative
dkkm 2005 2006 scenario scenario
Premium growth 2,8% 4%
Technical result 2,053 1,800 2,100 1,500
Investment result 988 400
Proft before tax 2,913 2,200
Proft after tax 2,097 1,650 1,875 1,425
Combined ratio 89.0 91 89 93

result after tax divided percentage

divided per share dkkm 50 60 70 80
Favourable 1,875 14 17 19 22
Forecast 1,650 12 15 17 19
Negative 1,425 10 13 15 17

assumptions for tax

The tax rate is 28% in both Denmark and Norway. The
effective tax rate is primarily attributable to gains or
losses on shares which are tax-exempt or non-deduct-
ible. We assume an effective tax rate of 25% for 2006
based on the above assumptions for the return on
shares.

outlook for 2006

We base our outlook for 2006 on the above description
of main elements included in the financial results.
TrygVesta expects to report strong financial results
also for 2006, with a projected low combined ratio
and a return on equity of just over 25% before tax and
around 19% after tax based on the dividend policy
described in the annual report. The Group forecasts a
profit on ordinary activities before tax of DKK 2,200m
for the full year 2006 compared with the full-year profit
for 2005 of DKK 2,913m.
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Premiums are expected to increase by some 4%, as-
suming competitive conditions remain stable. We aim to
retain our strategy of generating profitable growth.

TrygVesta estimates that the combined ratio for 2006
will be at the level of 89-93 with an expectation of 91
compared with the 89.0 achieved for 2005.

TrygVesta expects to reduce its expense ratio relative
to the expense ratio of 16.9 achieved in 2005. These
expectations include the investment made in Sweden to
start up bancassurance and the continued expansion of
the investment made in the Finnish market. Excluding
the investment in Sweden, the expected expense ratio
for 2006 would be 0.2-0.3 percentage points lower.

outlook for the medium term

Expectations for the combined ratio in the medium term
are at the level of 91-93, corresponding to a return on
equity after tax of 18-20%.
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disClaiMer

The information on TrygVesta contained in this annual report is based exclusively on the informa-
tion available when the annual report was prepared. It should be emphasised that the forward-
looking statements provided in this annual report are subject to uncertainty. Accordingly, there
can be no assurance that the targets for the future will be achieved.

A number of different factors may therefore cause the actual performance to deviate signifi-
cantly from the forward-looking statements in this annual report, including economic develop-
ments, changes in the competitive environment, developments in the financial markets, extraor-
dinary events such as natural disasters or terrorist attacks, changes in legislation or case law and
reinsurance.

We recommend investors to carefully consider TrygVesta in the context of their own circumstances.
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Corporate governanCe

As early as in 2004, TrygVesta’s Supervisory Board
decided to generally comply with the recommendations
published by the Copenhagen Stock Exchange Commit-
tee on Corporate Governance in December 2003.

the Committee’s recommendations include the

following eight main areas

1. The role of the shareholders and their interaction

with the management of the company

2. The role of the stakeholders and their importance to
the company

. Openness and transparency

. The tasks and responsibilities of the Supervisory Board

. The composition of the Supervisory Board

o O A~ W

. Remuneration to the members of the Supervisory
Board and the Executive Management

7. Risk management

8. Audit

The Supervisory Board of Tryg i Danmark smba, the

company’s former owner, and the present Supervisory
Board of TrygVesta A/S have generally agreed with the
Committee’s corporate governance recommendations.

The Supervisory Board has the following comments on
each of the main areas:

1. the role of the shareholders and their
interaction with the management of the
company

Please see the description of the company’s Investor
Relations policy in the section Our investors.

TrygVesta’s articles of association do not contain provi-
sions on differentiated voting rights or other special rules.

2. the role of the stakeholders and their
importance to the company

Our stakeholders’ interests are strongly reflected in
TrygVesta’s corporate values, strategic basis and work
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on the company’s balanced scorecard. Please see the
section Strategy and goals. TrygVesta has a compe-
tition compliance policy. See also the sections Our
customers and Our employees and values.

3. openness and transparency

TrygVesta A/S has adopted IFRS standards in its
financial reporting beginning in the 2005 financial year.
See also the section Our investors.

4. the tasks and responsibilities of the
supervisory board

The Supervisory Board is responsible for the overall
management and financial and managerial control of
TrygVesta A/S. To perform this task, the Supervisory
Board applies target and framework management
based, among other things, on regular and systematic
discussions of the company'’s strategy and policies for
the relevant main areas with subsequent follow-up.

5. the composition of the supervisory board

The Supervisory Board will comprise 12 members after
the Annual General Meeting, including four represent-
atives elected by the shareholders, who shall be rec-
ommended by and among the members of the Super-
visory Board of Tryg i Danmark, four representatives
elected by the shareholders, who shall be non-affili-
ated with Tryg i Danmark smba and the management
of TrygVesta A/S, and four employee representatives,
who according to agreement between the Danish and
Norwegian employee associations will include two
representatives of the Danish employees and two repre-
sentatives of the Norwegian employees. The chairman
of the Supervisory Board of Tryg i Danmark smba is
chairman of the Supervisory Board of TrygVesta A/S.
The Supervisory Board carries out an annual self-as-
sessment of the work of the Supervisory Board and the
Executive Management and an evaluation of the work
and the efficiency of the cooperation between the Su-
pervisory Board and the Executive Management.



6. remuneration to the members of the
supevisory board and the group executive
Management

The members of TrygVesta’s Supervisory Board receive
a fixed annual remuneration of DKK 200,000 with the
deputy chairman and the chairman receiving 75% and
150% more, respectively, than the other members.
Members of the audit committee will receive a special
remuneration to be determined.

TrygVesta’s Group Executive Management comprises
five members. The remuneration paid to the Executive
Management reflects a wish to secure a good and
stable performance for the company in the short

term as well as in the longer term. The remuneration
includes a large element of performance-related bonus
and incentives to focus on share price performance.

TrygVesta pays a contribution of 25% of the fixed sal-
ary into a pension scheme. The bonus, which depends
on the company’s financial results within the four

perspectives of the balanced scorecard, is up to three
months’ additional salary. In addition, the members of
the Group Executive Management have company cars.

Christine Bosse
Morten Hibbe
Peter Falkenham
Erik Gjellestad

Stig Ellkier-Pedersen

Fixed salary DKK 4.5m
Fixed salary DKK 2.7m
Fixed salary DKK 2.4m
Fixed salary DKK 2.3m
Fixed salary DKK 2.3m

Members of the Group Executive Management are
entitled to 12 months’ notice of termination and to
12 months’ severance pay. However, the Group CEO is
entitled to 12 months’ notice of termination and to 18
months’ severance pay plus pension contributions.

stock options
The Supervisory Board has resolved to offer an annual
grant of stock options to members of the Executive

Management and certain senior management em-
ployees. In 2006, the grant comprises up to 179,500
stock options, including around 48,500 stock options
to members of the Executive Management and around
131,000 stock options to some 53 senior management
employees. Options granted in 2006 entitle the

holder to acquire shares at the average price of
TrygVesta shares (“all trades”) on the Copenhagen
Stock Exchange on 27 February 2006. The options will
be granted on 28 February 2006.

Members of the Executive Management will be granted
options as follows:

20960 options to Christine Bosse
7860 options to Morten Hibbe

6550 options to Erik Gjellestad

6550 options to Peter Falkenham
6550 options to Stig Ellkier-Pedersen

Each option entitles the holder to acquire one share at
the exercise price. Options cannot be exercised earlier
than three years after the date of grant and not later
than five years after the date of grant.

The Supervisory Board of TrygVesta has furthermore
resolved to offer up to 26,200 stock options to em-
ployees to reward outstanding performance. The grant
will be made during the year, and the stock options will
be subject to terms identical to those described above.

Based on the average price (all trades) on 15 February
2006, the total option value for 2006 is approximately
DKK 7.9m, with DKK 1.9m being attributable to mem-
bers of the Executive Management, approximately DKK
5m being attributable to senior management em-
ployees, and DKK 1m being attributable to employees
for outstanding performance. The value has been cal-
culated based on the Black & Scholes formula.
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After 2007, stock options will be granted in connection
with announcement of the annual result.

shares at a discount to the market price
Beginning in 2007 after announcement of the 2006
annual results, members of the Executive Management
and senior management employees will be offered to
use part of any bonus payment up to three months’
salary to acquire shares at a discount to the market
price. Shares at a discount to the market price will be
offered at par value.

7. risk management

We are an insurance group subject to public supervi-
sion and continuous monitoring, and TrygVesta’s risk
management is organised professionally and monitored
in all relevant aspects by the Executive Management
and the Supervisory Board. Risk related to investment,
reinsurance, underwriting and acceptance policies, IT
security, IT resources and our own insurance matters
is managed through policies defined by the Executive
Management and approved by the Supervisory Board.
Risk is measured and managed centrally at Group level
for all the Group’s companies. See also se the section
Risk management.

8. audit

TrygVesta A/S is subject to the rules of the Danish
Financial Supervisory Authority governing financial
business. We therefore also have an internal audit
department. The Supervisory Board regularly receives
and considers audit reports from our appointed audi-
tors and internal auditors. The Supervisory Board of
our former sole owner, Tryg i Danmark smba, intends
to propose to the annual general meeting of TrygVesta
A/S that an audit committee be established comprising
members elected by and among our future Supervisory
Board to be elected by the shareholders. The Supervi-
sory Board of Tryg i Danmark smba recommends that
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the chairman of the audit committee be elected among
the non-affiliated members of the Supervisory Board of
Tryg i Danmark smba.



risk ManageMent

Risk management is a fundamental part of TrygVesta’s
business philosophy. When a customer takes out a
policy with us or investors buy our shares, it is because
they are confident that TrygVesta has risk manage-
ment procedures in place that ensure we are able to
meet our obligations with respect to paying claims for
insurance events and to creating value for our owners.
Structured and competent risk management is funda-
mental to this confidence.

Our risk management structure is based on a number
of policies that are reviewed and approved annually by
our Supervisory Board.

Part of our financial risk relates to the relationship
between our liabilities, primarily insurance liabilities and
the assets available to cover these liabilities. Man-
agement of interest rate risk and other risks impact-
ing both assets and liabilities is also referred to as

FinanCial risk

insurance risk

Market risk
The risk that volatility of financial markets impacts

Credit risk

The risk relating to pricing insurance products and the run-off of technical provisions.

The risk that a counterparty fails to live up to financial obligations towards TrygVesta.

TrygVesta’s results.

strategiC risk

The risk that the conditions under which TrygVesta

operates change.

operational risk

The risk of errors or failures in internal procedures,
are not covered by the financial and strategic risks.

systems and processes, and other risks that

TrygVesta divides risk into the above general types for risk management purposes.
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asset/liability management or ALM. We have for some
years worked on developing a financial ALM model to
assess the impact of fluctuations in specific factors
and describe the consequences. The ALM model is an
important tool in managing financial risk in TrygVesta.
It ensures that key calculations are made on a consist-
ent basis. We also use ALM in preparing for the new EU
solvency requirements (Solvency 2) which are expected
to be implemented during the next five years.

insurance risk

Insurance risk is the risk relating to the insurance
operations. It is the most important risk TrygVesta is
exposed to.

Insurance risk is assessed in connection with underwrit-
ing, generally using tariffs based on statistical risk type
analyses. As part of the Nordic integration, TrygVesta
has placed the responsibility for making tariff analysis
with a pan-Nordic analysis function. This work focuses
on enabling the Group to assess risk on a consistent
and transparent basis by using uniform methods and
tools in Denmark and Norway.

When the period of cover of the policies has expired,
insurance risk relates to the provisions for claims made
to cover future payments on claims already incurred.
The size of the provisions is determined both through
individual assessments of each claim and actuarial cal-
culations. TrygVesta has a pan-Nordic actuarial function
to handle such actuarial calculations and ensure that all
assessments comply with our provisioning policy and ap-
ply uniform principles. When possible, we also implement
the same models and methods for calculating provisions
in Denmark and Norway. In order to ensure coordination
between the actuarial function and the claims handling
departments, TrygVesta has established a Claims Provi-
sioning Committee, consisting of representatives from
both the claims handling and the actuarial function to
allow early recognition of any change in circumstances.
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reinsurance

To the widest extent possible, TrygVesta’s reinsur-

ance programme consists of joint reinsurance treaties
covering all of the subsidiaries of the Group, and the
treaties are assessed and analysed on a Group-wide
basis. TrygVesta’s structured approach to reinsurance is
supported by the ALM model, which we use for assess-
ing the impact of different reinsurance alternatives.

The framework for TrygVesta’s use of reinsurance is de-
fined in our reinsurance and credit management policy,
which is subject to annual reviews and approval by

the Supervisory Board. Our credit management policy
defines credit rating requirements that reinsurers must
meet prior to entering into a reinsurance contract with
TrygVesta (see Credit risk on page 53).

Catastrophes and natural disasters

TrygVesta’s main exposure to catastrophes is the risk
of natural disasters and, to a lesser extent, large fires
and terrorist-related events.

In order to protect against natural disaster risks,
TrygVesta maintains cover of up to DKK 4.5bn for 2006
(DKK 3.5bn in 2005) with retentions of DKK 100m in
Denmark and NOK 100m (NOK 70m in 2005) in Norway.
We determine the level of cover based on the risk ex-
posure of our portfolio, using market-based simulation
models. These models suggest that a loss in excess

of DKK 4.5bn occurs less often than once every 250
years. We determined to raise the level of reinsurance
protection as the simulation models indicated our pre-
vious cover corresponded to a loss occurring less often
than once every 100 years. Our exposure to natural
disasters in Norway is furthermore limited through our
participation in the Norwegian Pool of Natural Perils.

TrygVesta’s catastrophe reinsurance programme also
covers other catastrophe events, including terrorist-
related events, up to DKK 1.75bn, with terrorist events





