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Management’s review
Income overview Tryg Forsikring Group
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The year 2018 showed improvements in all important areas. Profitability improved, the number of customers increased, and customer loyalty and employee job satisfaction increased. We were also pleased
that the acquisition of Alka was approved by the authorities in November 2018.
First year with new targets and new purpose
At the capital markets day in November 2017, Tryg Forsikring announced new financial targets and
customer targets for the period up until 2020. The acquisition of Alka increased the technical result
target from DKK 2,800m to DKK 3,300m.
In 2018, Tryg Forsikring reported an improvement in the under lying claims level with progress in all
areas. Earnings are still not satisfactory for Corporate, and efforts to improve profitability will continue
in the coming years. Tryg Forsikring saw a markedly improved level of customer loyalty – in terms of
the degree of customer satisfaction (TNPS), which was 67, and an improved renewal rate for all areas.
This also contributed to growth in premium income of 6.3%.
Tryg Forsikring’s new purpose “As the world changes, we make it easier to be tryg” proved its worth
and served as a general guide in 2018 – from daily customer contact to strategic decisions.
Digitalisation and innovation
The insurance industry is confronted by rapid changes in recent years. To maintain a leading position in
the future, Tryg Forsikring focuses strongly on digitalisation and innovation. The development of digital
solutions continues, and more than one third of claims are reported online, while online sales of insurance products have shown a substantial increase. The development of innovative auto motive products
continued in 2018, and we have now launched products where the driver’s behaviour determines the
insurance premium payable in all countries.
Claims management and prevention
Tryg Forsikring continues to utilise its very large purchasing power, which will benefit both shareholders
and customers. Prevention is very important, and it is integrated into our products, for example by an
alarm in our contents product and through offering a rat blocker as part of the house insurance product.
Efficient distribution and new products
Efficient distribution is important to maintain a low expense ratio. In 2018, the development of online
solutions as well as new distribution channels contributed to increasing efficiency. Tryg Forsikring aims
to increase revenue from new products and services. In 2018, we saw a significant increase in the
number of products including surety and credit insurance, pet and child insurance policies.
Thanks to our employees
The good results and the many initiatives implemented in 2018 have only been made possible because
of the Tryg Forsikring employees. We are therefore very pleased to note increasing job satisfaction in
2018, up from 76 to 78, compared with 72 for Nordic finance companies as a whole. The Supervisory
Board and the Executive Board would like to thank the employees for their great efforts.
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Events in 2018
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Events in 2018
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Financial targets and outlook

The Nordic countries are characterised by a high level of non-life insurance penetration. For example,
ratios of non-life insurance premiums to GDP are some of the highest in the world.
This is ascribable to the fact that households are relatively wealthy and tend to cover their insurance
needs well.
Retention levels are also very high in the Nordic region compared to nearly everywhere else in the world.
This is a key profitability driver as it helps insurers to keep their overall expenses at a low level. Retention rates hover around 90% in the Private and Commercial (SMEs) segments, which represent around
75% of Tryg Forsikring’s total business. A direct distribution model also contributes substantially to the
very efficient set-up. Close to 100% of new sales in Denmark and Norway (Private and Commercial
segments) are generated through Tryg Forsikring’s direct multi-channel distribution set-up.

Tryg Forsikring reported an expense ratio of 14.4 (14.1 excluding Alka) at the end of 2018, while the
target for 2020 is an expense ratio ~14%. In the 2017-2020 period, the expense ratio will be impacted
by increased IT investments, which will, for the most part, be offset by improved distribution efficiency.
The Nordic non-life markets remain very stable in terms of top-line growth (assumed to be in line with
GDP) and product offerings. Tryg Forsikring sees a future where personal insurance will become more
relevant compared to the current situation. Health, child and accident insurance products are all part of
this development, while product innovation is generally regarded as highly important in mature markets.
Tryg Forsikring wishes to quickly adapt to a future that may be characterised by different insurance
needs in terms of product offerings and coverages.
The general macroeconomic situation in Scandinavia remains relatively positive, especially compared to
the Euro zone. Government indebtedness is low, unemployment rates are below 5% in both Denmark
and Norway, while GDP growth is expected to be close to 2%. Tryg Forsikring expects gross premium
income to grow by 0-2% in local currencies in 2019 (exclusive of M&As), which is unchanged from 2018.
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In 2019, weather claims net of reinsurance and large claims are expected to total DKK 600m and DKK
550m, respectively. The weather claims assumption now includes the Alka portfolio.
The interest rate used to discount Tryg Forsikring’s technical provisions is historically low. An interest
rate increase will have a positive effect on Tryg Forsikring’s results. An interest rate increase of 1
percentage point will increase the pre-tax result by around DKK 300m, and vice versa.
The investment portfolio is divided into a match portfolio corresponding to the technical provisions,
and a free portfolio. The objective is for the return on the match portfolio to be approximately zero
as capital gains and losses on the assets side should be mirrored by corresponding developments on
the liabilities side. The free portfolio is invested in different asset classes with a view to obtaining the
best risk-adjusted return.
The return on bonds in the free portfolio (approximately 65% of the free portfolio) will vary, but given
current interest rate levels, a very low return is expected. For shares, the expected return is around
7% with the MSCI World Index as benchmark, while the expected return for property is around 5%.
The investment return in the income statement also includes the cost of managing investments, the
cost of currency hedges, interest expenses on subordinated loans and other minor items.
In the past few years, corporate tax rates have been lowered throughout Scandinavia. In Denmark,
the rate will remain at 22% in 2019, while it is 25% in Norway and 22% in Sweden. Capital gains and
losses on equities are not taxed in Norway, which reduces the expected tax payable for an average
year to 22-23%.
Alka has produced an approximate DKK 300m stand-alone technical result in the past few years.
Synergies are expected to be realised in amounts of DKK 75m in 2019, DKK 150m in 2020 and DKK
300m in 2021. Following the approval of the acquisition, Tryg Forsikring will book an annual deprecation charge of DKK 127m pertaining to the DKK 1.4bn value of customer relations and branding.
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Tryg Forsikring’s results
Tryg Forsikring reported a technical result of DKK 2,766m (DKK 2,789m), or DKK 2,826m
(DKK 2,789) adjusted for the Alka acquisition. The investment result was DKK -332m (DKK
532m) driven primarily by negative development in the equity markets. The 2018 pre-tax
result was DKK 2,326m (DKK 3,314m). Different returns in equity investments account for
DKK 565m difference in the pre-tax result. Solvency ratio of 166 following approval of the
Alka transaction.

Results 2018
Tryg Forsikring reported a technical result of DKK 2,766m (DKK 2,789m), or DKK 2,826m (DKK 2,789)
adjusted for the Alka acquisition. The investment result was DKK -332m (DKK 532m) driven primarily
by negative development in the equity markets. Other income and expenses were DKK -108m (DKK
-7m). The 2018 results were impacted by one-offs of DKK -200m in Q4 2018 as a result of the Alka
transaction, an amount of DKK -124m of which was booked in the technical result and DKK -76m in
other income and expenses. Alka contributed with DKK 63m (for November and December) to the
overall technical result.
Tryg Forsikring reported an improved technical result (excluding Alka) for Private, Commercial and
Sweden while Corporate was impacted by a high level of large claims. The combined ratio was 85.1%
(84.4%) driven by a claims ratio of 70.7% and an expense ratio of 14.4%. The combined ratio was
84.5% adjusting for the one-offs related to Alka split between a claims ratio of 70.4% and an expense
ratio of 14.1%.
Large claims were substantially higher than in 2017 while weather claims were modestly higher, the
run-off result was also higher. The return on equity (after tax) was 18.1% (29.3%). Price adjustments
of around 3% and the initiatives launched had a positive impact on results, as shown by an improvement in the underlying claims ratio for the full year, both for the private segment and at group level.
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Premium growth in local currencies was 6.3%, or 2.3% exclusive of mergers and acquisitions as well
as portfolio acquisitions.
Capital markets developed negatively in 2018. Equities and other ‘risky assets’ were impacted by
several geo-political turbulences and intensifying talk of a trade war between the US and China.
Equities returned approximately -11% for 2018 (driven by a -14.9% return in Q4 2018), while emerging market debt (a small asset class for Tryg) returned -6.7%. The negative investment return for
2018 was due primarily to turbulence in the last quarter of 2018, with equities seeing a particularly
negative development. The investment return totalled DKK -332 (DKK 532m) for the FY where approximately 2/3 of the difference compared to 2017 can be traced backed to vast differences in equity
market performance.
In 2018, Danish customers received their third member bonus from TryghedsGruppen (Tryg’s 60%
majority shareholder). The 8% bonus is appreciated by customers and is expected to become an
important competitive advantage by boosting customer loyalty and customer targets. TryghedsGruppen has announced that the member bonus is a recurring payment although the level of bonus paid
will be decided yearly. Stability is also important from this point of view. Tryg Forsikring will be implementing price adjustments of around 3% in 2019 to continue improving the underlying level of
profitability.
Premiums
Premiums totalled DKK 18,740m (DKK 17,963m), representing 6.3% growth in local currencies.
Premiums grew 4.1% in local currencies excluding Alka. Developments were characterised by satisfactory growth in Private Denmark and Private Norway, price increases in the Corporate segment and
satisfactory growth in Sweden, driven mainly by pet insurance. Alka contributed DKK 386m
to the Group premium as the business was consolidated for approximately two months.
Price adjustments and generally positive economic developments throughout Scandinavia are likely
to support top-line developments in 2019.
The Private segment reported growth of 5.1% excluding Alka (DKK 338m), driven by positive developments both in Private Denmark and Private Norway and small bolt-on acquisitions.
Private Denmark continues to perform well, supported by the member bonus from TryghedsGruppen,
price adjustments and an increase in customer numbers. Private Norway is building further on the
good momentum seen during the second half of 2018, showing top-line growth, also adjusting for
portfolio acquisitions.
The Commercial segment reported premium income growth of 3.7% in local currencies, helped by
Alka (DKK 48m), portfolio acquisitions and a positive portfolio development. The member bonus
continues to support the Danish part of Commercial, which is currently showing very high retention
levels.
The Corporate segment reported premium income growth of 4.0% in local currencies, helped by price
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increases and low-risk fronting agreements. In Corporate Denmark, the development in premium
income was positively helped by the member bonus model, a good development in the surety and
credit business (Tryg Garanti) and price adjustments. Corporate Norway’s top-line development was
helped by the pricing initiatives pushed through to improve profitability in a highly competitive market.
The Swedish business grew by 4.9%, driven mostly by the pet insurance segment (double-digit
growth) and the extended warranty business. Additionally, the core private product portfolio also
developed favourably.
Claims
The claims ratio, net of ceded business, was 70.7% (70.4%), while the underlying claims ratio (excluding Alka and related one-offs), showed an underlying improvement of 0.4 percentage points
driven by price adjustments and claims excellence initiatives.
Claims inflation is monitored continuously, and price adjustments are pushed through accordingly.
Motor insurance remains a very profitable segment, although an increase in claims frequency was
seen, especially in the Norwegian part of the business, together with an increase in the average cost
of claims due to the gradual introduction of more electronics. Additionally, in Norway approximately
half of all new vehicles sold are electric/ hybrid, some of which are associated with different risk
characteristics compared to normal vehicles. As a result, pricing must be carefully scrutinised.
In 2018, large claims totalled DKK 490m (DKK 243m), while weather claims totalled DKK 384m (DKK
298m). The level of large claims was somewhat below normalised expectations (DKK 550m), while
the level of weather claims was also below the normal level (DKK 600m starting in 2019 including
Alka). The overall run-off result was DKK 1,221m (DKK 972m) or 6.5% (5.4%) on the combined ratio.
The higher level was primarily driven by higher releases in Motor TPL, Workers Compensation and
Accident and Health.
Expenses
The expense ratio was 14.4% (14.0%), with one- off costs of DKK 75m relating to the Alka transaction being booked in Q4 2018; without these the expense ratio would have been 14.1%. Tryg
Forsikring has already launched many initiatives aimed at reducing distribution costs, such as the use
of new and cheaper distribution channels and the optimisation of existing channels. The benefits from
these initiatives have, to some degree, been invested in digital solutions.
Investment activities
The investment return totalled DKK -332m (DKK 532m), impacted negatively by capital market turbulence in the last three months of 2018. Equities and other risky assets posted negative returns,
driven by geo-political turbulence and intensifying talk of a trade war between the US and China.
Equities returned approximately -11% for 2018 (driven by a -14.9% return in Q4 2018), while emerging market debt (a small asset class for Tryg Forsikring) returned -6.7%. The free portfolio posted an
overall result of DKK -33m (DKK 598m) for FY 2018, as positive developments in the first nine months
were erased by negative developments in the last quarter of the year. The match portfolio result was

Tryg Forsikring, Annual report 2018, page 13

DKK -2m (DKK 227m) as interest rates and credit spreads generally saw a flat development for the
full-year 2018. Other financial income and expenses totalled DKK -297m (DKK -293m).
Other income and costs
Other income and costs were DKK -108m (DKK -7m). The much higher figure compared to 2017 was
driven by the inclusion of one-off costs of DKK 76m relating to Alka (transaction costs) and also a
DKK 19m depreciation charge relating to customer relations and branding in connection with the Alka
transaction.
Tax
Tryg Forsikring paid a total tax bill of DKK 542m (DKK 736m), or 23.3% of the profit before tax.
Capital position
The solvency ratio (based on Tryg Forsikring’s partial internal model) was 166 at year-end. The solvency ratio was slightly lower than expected, driven by a longer (than initially estimated) period to
obtain the Alka approval and therefore higher interest payments to the seller. Additionally, negative
investment returns (not related to equities) in Q4 have also weighed negatively on the solvency ratio.
Own funds totalled DKK 8,120m (DKK 11,095m). Own funds were impacted by intangibles of DKK
5.7bn relating to that acquisition. During 2018, own funds were positively impacted by the net profit,
and negatively impacted by the dividend and the extraordinary dividend paid in 2018 to the parent
company Tryg A/S and the issuance of SEK 700m Tier 1 notes during the spring.
Tryg Forsikring’s own funds comprise mainly shareholders’ equity, intangibles (fully deducted), Tier 2
instruments (subordinated debt and natural perils pool), Tier 1 instruments and future profits. The
vast majority of Tryg Forsikring’s own funds are constituted by shareholders’ equity. The Tier 2 capacity has been fully utilised, while currently DKK 140m of Tier 2 bonds are not included in the own
funds as they exceed the 50% solvency capital requirement (hereafter SCR). The Tier 1 capacity has
also been virtually fully utilised following the SEK 700m spring issue to help fund the Alka acquisition.
The future profit item increased during 2018 from DKK 970m to DKK 1,408m. This follows the integration of the highly profitable Alka business and an initial conservative approach together with improved profitability of the underlying business.
Tryg Forsikring’s solvency ratio displays low sensitivities to capital market movements. The highest
level of sensitivity is towards spread risk, where a widening/tightening of 100 basis points would
impact the solvency ratio by approximately percentage points. Lower sensitivities are displayed towards equity market falls and interest rate movements.
Tryg Forsikring calculates its individual SCR based on a partial internal model in accordance with the
Danish Financial Supervisory Authority’s Executive Order on Solvency and Operating Plans for Insurance Companies. The model is based on the structure of the standard model. Tryg Forsikring uses an
internal model to evaluate insurance risks, while other risks are calculated using standard model
components. The SCR, calculated using the partial internal model, was DKK 4,892m compared to DKK
4,684m at the end of 2017. The upward move in the SCR during 2018 was primarily driven by the
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inclusion of Alka, which increases the SCR by DKK 397m. A re-balancing of Alka’s investment portfolio
will reduce this to approximately DKK 350m in the long term. The SCR, based on the standard formula,
was DKK 5,980m compared to DKK 5,838m at the end of 2017.
Dividend
For 2018, a dividend of DKK 1,437m (DKK 904m) have been paid as interim dividend during 2018 and
for Q4 2018 a proposed dividend of DKK 499m to be paid in 2019.
Moody’s rating
Tryg Forsikring has an ‘A1’ (stable outlook) insurance financial strength rating (IFSR) from Moody’s.
The rating agency highlights Tryg Forsikring’s strong position in the Nordic P&C market, robust profitability, very good asset quality and relatively low financial leverage. Moody’s also assigned an ‘A3’
rating to Tryg’s sub- ordinated debt and a ‘Baa3’ rating to the recent Tier 1 issue. All ratings were
confirmed following the announcement of the Alka acquisition.
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Private
Private encompasses the sale of insurance products to private individuals in Denmark and Norway. Sales are affected
via call centres, the Internet, Tryg Forsikring’s own agents, franchisees (Norway), interest organisations, car dealers,
estate agents and Nordea branches. The business area accounts for 51% of the Group’s total premium income.

Results 2018
The technical result for 2018 was DKK 1,734m (DKK 1,565m) with a combined ratio of 81.6 (82.1). The
development is attributable to the combination of higher premium income relating to the Alka portfolio
and an improved level of underlying claims. Organic premium growth, excluding Alka and minor portfolio
acquisitions, increased compared to 2017, driven by both the Danish and Norwegian part of the Private
segment.
Premiums
Gross premium income increased by 8.9% (1.1%) in local currencies, primarily due to the Alka acquisition. Premiums increased by 12.6% in Denmark, or 6.0% excluding of Alka. The increase was driven
by a number of factors, such as increased retention rates, package concepts and a strong interesting
Tryg’s claims prevention initiatives, including alarms for home insurance policyholders, and ratblockers
for house insurance policyholders. Tryg also registered a further increase in awareness of the customer
bonus from TryghedsGruppen. In Norway, premium income increased by 3.8% in local currencies,
mainly due to the OBOS and Troll acquisitions. The main driver related to OBOS has been sales to
members, and the private portfolio is now three times bigger than when Tryg acquired the portfolio.
The retention rate in Denmark increased from 90.2 to 91.2, while in Norway the retention rate increased
from 85.8 to 86.7. The positive development in Denmark can be ascribed to a positive impact from the
member bonus model and a strong focus on customer loyalty. In Private Norway, there was also a
strong focus on customer
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loyalty, and the positive development was likely impacted by a reduction in the number of small, but
very aggressive (and unprofitable) competitors in Norway.
Claims
The gross claims ratio totalled 65.5 (66.0), and the claims ratio, net of ceded business, 67.8 (68.4).
The underlying claims level, excluding Alka, improved by 0.5 percentage points, which was attributable
to the claims excellence programme and price adjustments aimed at mitigating increased claims inflation. The level of weather-related claims was somewhat higher, primarily due to winter weather in
Norway in Q1 2018.
Expenses
The expense ratio for Private was 13.8 (13.7) and was almost unchanged and in line with the expectations for Tryg in general, reflecting investments in digital solutions financed by distribution efficiency.
Total employee numbers increased from 1,000 at the end of 2017 to 1,329 in 2018, mainly due to the
acquisition of Alka and the upscaling of distribution to include more efficient channels.
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Commercial
Commercial encompasses the sale of insurance products to small and mediumsized businesses in Denmark and
Norway. Sales are affected via Tryg Forsikring’s own sales force, brokers, franchisees (Norway), customer centres
as well as group agreements. The business area accounts for 21% of the Group’s total premium income.

Results 2018
The technical result for 2018 was DKK 784m (DKK 667m), with a combined ratio of 80.3 (82.6). The
combined ratio was affected by an aggregate level of weather claims and large claims, lower than the
previous year, and a higher level of runoff. The development in premiums improved significantly due to
the Alka and OBOS acquisitions.
Premiums
The development in gross premium income was positive 3.7% (-0.7%) in local currencies, as mentioned
impacted by the Alka and OBOS acquisitions. There was also an underlying improvement in premium
income for both the Danish and Norwegian Commercial business. Excluding the acquisitions, growth in
Commercial Denmark was 1.1% and in Commercial Norway 1.4%.
To further improve this development, Commercial Denmark will continue to capitalise on the member
bonus from TryghedsGruppen and has already started to hire more efficient sales agents to lower the
cost of sales. The market position of Commercial Norway was strengthened through the acquisition of
OBOS, which – in combination with initiatives supporting greater distribution power – fuelled a positive
development in underlying premiums.
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The retention rate for Commercial Denmark increased from 87.7 to 88.0, while in Norway the retention
rate increased significantly from 86.9 to 87.7. The positive developments in Denmark and Norway can
be ascribed to a strong customer focus, while in Denmark the customer bonus model also supported the
development.
Claims
The gross claims ratio was 58.6 (62.7), with a claims ratio, net of ceded business, of 62.8 (65.4). The
lower claims level was due to a higher level of run-offs, but the aggregate level of large claims and
weather claims was also at a lower level compared to prior year.
Expenses
The expense ratio for Commercial was 17.5 (17.2). The expense level is generally too high for Commercial, especially for the distribution part, and Commercial Denmark has therefore started to recruit a new
type of sales agents with the aim of lowering cost of sales. In Denmark, Commercial also decided to
start working with independent sales agents selling only for Tryg. This is a new type of distribution
channel in Denmark that has proven to be very efficient for Private Denmark
in Q4.
The total number of employees increased from 479 at the end of 2017 to 516 in 2018. The increase was
ascribable to the new type of lowcost sales agents in Denmark and the acquisition of Alka.
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Corporate
Corporate sells insurance products to corporate customers under the brands ‘Tryg’ in Denmark and Norway, ‘Moderna’
in Sweden and ‘Tryg Garanti’. Sales are affected both via Tryg Forsikring’s own sales force and via insurance brokers.
Moreover, customers with international insurance needs are served by Corporate through its cooperation with the
AXA Group. The business area accounts for 20% of the Group’s total premium income.

Results 2018
The technical result was DKK 173m (DKK 386m), with a combined ratio of 95.6 (90.0). The result was
negatively affected by a significantly higher level of large claims. Premiums were up 4.0% (2.1%) and
were impacted by price hikes, an increased level of fronting business and in Denmark a high retention
level driven by the customer bonus model. The corporate market is generally challenged in all countries,
even following significant price hikes, especially in Norway. Tryg is determined to improve profitability
and will increase prices in 2019, which – depending on the reaction from competitors – might reduce
premium income.
Premiums
Gross premium income was up 4.0% (2.1%) in local currencies. An increase of around 5.4% was seen
in Denmark due to a positive development for the Guarantee business (Tryg Garanti) and very high
retention levels, which is probably ascribable to the customer bonus model. In Norway, premium increased by 1.7%, primarily due to price hikes. In Sweden, which accounts for only 20% of the total
Corporate business, premium growth was 3.6%.
Claims
The gross claims ratio totalled 79.9 (67.7), and the claims ratio, net of ceded business, 85.7 (79.8).
The higher claims level was primarily due to the development in large claims in Norway. A higher level
of large claims is bound to happen from time to time, and this is not a problem as such. The issue
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for Corporate is that the underlying profitability is not satisfactory, and price hikes will therefore be
implemented, especially in Norway, and have a greater impact than the initiatives in 2018.
This year, Tryg has communicated very actively to brokers in the Norwegian market that Tryg will
implement price hikes to improve profitability, and therefore a reduction in the portfolio is expected.
In Denmark, profitability initiatives will also be implemented, but Tryg’s position in the Corporate market
in Denmark is generally much better due to the member bonus payments from TryghedsGruppen.
In Sweden, more significant steps were taken to improve profitability, especially for specific segments.
Profitability still needs improving for motor insurance and liability.
Expenses
The expense ratio for Corporate was 9.9 (10.2), and it was quite stable throughout the year. As the cost
of handling large clients is relatively low – when taking account of premium levels – and as brokers are
paid directly by the customers, Corporate should have a much lower expense ratio than Private and
Commercial.
The number of employees increased from 250 at the end of 2017 to 265 in 2018, primarily related to
the guarantee business.
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Sweden
Sweden comprises the sale of insurance products to private customers under the ‘Moderna’ brand. Moreover, insurance is sold under the brands Atlantica, Bilsport & MC and Moderna Djurforsakringar. Sales take place through its
own sales force, call centres, partners and online. The business area accounts for 8% of the Group’s total premium
income.

Results 2018
Sweden Private posted a result of DKK 201m (DKK 171m), which represented a slight improvement
compared to the prior-year result primarily ascribable to reduced expense levels. 2018 was not impacted
by mergers and acquisitions and based on growth of approximately 5% and improved profitability, was
a good year for the Swedish Private business.
Premiums
Premium income increased by 4.9% (12.5%) in local currencies. In 2017, growth was driven by the
acquisition of Skandia’s child insurance portfolio. In 2018, growth of 4.9% was achieved through organic
growth, especially from pet insurance, motor insurance and accident insurance. The inbound team performed strongly in 2018. Changed legislation in Sweden has made outbound sales more challenging as
companies can’t close sales but must have customers accept after the call, for example using text
messaging.
Claims
The gross claims ratio totalled 69.6 (70.9) and was affected by a somewhat higher run-off level. In
some product areas, we saw slightly higher claims levels, and price adjustments will therefore be implemented in 2019 together with an expected higher level of identifying fraud.
Expenses
The expense ratio was much lower at 16.1 (16.9), which can be ascribed to a continued focus on
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effective distribution and the integration of the Skandia portfolio. Employee numbers were almost unchanged from 353 at the end of 2017 to 354 in 2018, reflecting a strong focus on efficiency.
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Investment activities
Key figures – Investments
DKKm
Free portfolio, gross return
Match portfolio, regulatory deviation and performance

2018

2017

-33

598

-2

227

Other financial income and expenses

-297

-293

Total investment return

-332

532

The investment return totalled DKK -332m (DKK 532m) for FY 2018, driven by a return of DKK -33m
(DKK 598m) on the free portfolio, a return of DKK -2m (DKK 227m) on the match portfolio, and other
financial income and expenses of DKK -297m (DKK -293m).
The total market value of Tryg Forsikring’s investment portfolio was DKK 41bn (DKK 43bn) at year-end
2018. The investment portfolio consists of a match portfolio of DKK 30bn (DKK 32bn) and a free portfolio
of DKK 11bn (DKK 11bn). The match portfolio is composed of fixed-income assets that match the
Group’s insurance liabilities, so that fluctuations resulting from interest rate changes are offset to the
greatest possible extent. The free portfolios the Group’s capital, which is predominantly invested in
fixed-income securities with a short duration, but also in equities and properties.

Free portfolio result

Financial markets ended the year on a turbulent path driven by a sharp fall in equity markets in the last
three months of 2018. Continuous talk of a trade war between the USA and China, public criticism by
the US President to the Chair of the Federal Reserve on the direction of interest rates, turbulence in
France and Italy and a highly uncertain situation around Brexit and overall growth expectations revised
downwards for 2019-2020, this has been the difficult background of the end of 2018.
Tryg Forsikring’s equity portfolio returned DKK -212m (approximately -11%) in 2018 vs DKK 353m
(approximately 16%) in 2017. The drastic difference in returns from equities explains around 2/3 of the
difference in the Group’s investment return in 2018 vs 2017. The fixed-income portfolio also produced
a negative return of DKK -93m (DKK 153m), driven primarily by widening credit spreads across virtually
all fixed-income asset classes.
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The return on the investment property portfolio was DKK 272m (DKK 92m) or 13.0%. The high return
on the properties portfolio was helped by a properties revaluation of DKK 80m in Q1 and DKK 75m in
Q4.
Equity and property investments totalled DKK 4.1bn, while approximately DKK 2.2bn were invested in
credit bonds. The remaining DKK 4.4bn were primarily invested in Nordic covered bonds and Government bonds, including inflation-linked bonds, where current yields remain negative, putting downward
pressure on the return on the free portfolio and the overall investment income.

Match result

The result of the match portfolio is the difference between the return on the match portfolio and the
amount transferred to the insurance business. The result can be split into a ’regulatory deviation’ and a
’performance result’. The most important driver of the ’regulatory deviation’ is the yield difference between Euro swap rates and Danish swap rates. In Norway and Sweden, Tryg Forsikring hedges using
local swaps corresponding to the EIOPA curve; hence only the Danish exposure is relevant.
The regulatory deviation made a slightly negative contribution of DKK -2m (DKK 98m) as the yield
difference between Danish and Euro swap rates was virtually unchanged. The regulatory deviation is
sensitive to the yield spread, but as the hedge portfolio has switched to a higher degree of Euro swaps,
the sensitivity is lower.
The most important driver of the performance result is the difference in yields between Danish, Norwegian and Swedish covered bonds and equivalent swap rates. If spreads narrow (versus swap rates), the
overall performance is positive; otherwise the overall performance is negative. The performance made
a contribution of DKK 0m (DKK 129m) as Nordic covered bonds, were broadly flat against the swap
curve, looking at the full-year development. Tryg Forsikring has previously mentioned that normalised
long-term expectations for the match portfolio should be around zero.
Other financial income and expenses
The other financial income and expenses component is primarily made up of interest expenses related
to outstanding subordinated debt, the cost of the currency hedge to protect shareholders’ equity, the
cost of running the investment operations and the new accounting standard related to leasing (IFRS
16). Other financial income and expenses totalled DKK -297m (DKK -293m) for FY 2018.
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Capital and risk management
Risk management is based on Tryg Forsikring’s targets and strategies and the risk exposure limits
decided by the Supervisory Board. The assessment and management of Tryg Forsikring’s aggregated
risk and the associated capital requirements therefore constitute a central element in the management
of the company. Tryg Forsikring’s Supervisory Board defines the framework for the company’s target
risk appetite and thereby the capital which must be available to cover any losses.
Insurance risk
The insurance risk is managed by limiting the size of single large commitments and through the use of
reinsurance, thus reducing the maximum cost of large claims. Furthermore, the insurance risk is managed through geographical limitations and by refraining from offering certain types of insurance such as
aviation and marine hull insurance. Operating within these boundaries, Tryg Forsikring’s risk depends
on the company’s choice of exposure within different segments and industries in the insurance market.
Tryg Forsikring operates in a relatively stable line of business, while almost 60% of premiums (including
the Alka book) are in the Private segment. Quarterly fluctuations are driven mainly by large claims and
weather events, and reinsurance is used extensively to stabilise the overall earnings level.
Investment risk
Invested assets are split into a match portfolio (DKK 30bn) and a free investment portfolio (DKK 11bn).
The objective is for the return on the match portfolio to be as close as possible to zero as capital gains
and losses on the assets side should be mirrored by corresponding developments on the liabilities side.
The free portfolio is intended to produce the maximum risk-adjusted return. The investment risk associated with the free portfolio is managed through limits on exposures within each asset class (bonds,
shares, properties etc.).
Solvency II
The Solvency II regime emphasises the need for sound risk management and introduces additional
requirements concerning risk governance, consistency across the group and top management reporting
and involvement. Tryg Forsikring has been working towards implementing the principles of Solvency II
for years and has, among other things, performed risk identification routines, prepared ORSA (Own Risk
and Solvency Assessment) reports, acted in a setup comprising three lines of defence and appointed a
special Risk Committee under the Supervisory Board. Tryg Forsikring’s partial internal model was approved by the Danish FSA in November 2015. Read more about Tryg Forsikring’s risk management in
Note 1 on page 58.
Solvency Financial Condition Report (SFCR) – published as a part of Tryg Group
European insurers had to publish SFCR reports for the first time in 2017. In May 2017, Tryg published
the SFCR for Tryg Group, not for the legal entities separately as approved by the Danish FSA. Tryg
Forsikring is focused exclusively on non-life insurance, it is mainly present in only three countries
(Denmark, Norway and Sweden), and it has a fairly simple legal structure, which means that the SFCR
report contains very little additional information compared to larger European peers, which typically
offer both life and non-life insurance, which are present in many countries and have more complex legal structures. The additional information includes a geographical breakdown of capital charges, a balance sheet according to Solvency II as opposed to IFRS (statutory financial statements), and SCR
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(Solvency Capital Requirement) components as per the end of 2017. The publication of Tryg’s SFCR
report attracted a lot of attention in the insurance industry in 2017 with a clear focus on capital quality, including the use of transitional measures and the impact of long-term guarantee measures. Tryg
Forsikring’s solvency position does not factor in any benefits from these measures as the company is a
non-life insurer with relatively short-term liabilities. In 2018, the report attracted less focus as analysts/investors have grown accustomed to the new solvency regime.
Capital management
Capital management is based on Tryg Forsikring’s partial internal capital model, which was approved by
the Danish FSA in November 2015. Tryg Forsikring has modelled the insurance risk internally, while
using the standard formula for all other risks. The capital model is based on Tryg Forsikring’s risk profile,
and therefore takes into consideration the composition of Tryg Forsikring’s insurance portfolio, geographical diversification, its claims reserves profile, reinsurance programme, investment mix and Tryg
Forsikring’s profitability in general. The solvency ratio is defined as own funds divided by the Solvency
Capital Requirement.
The key components of Tryg Forsikring’s own funds are shareholders’ equity, qualifying debt instruments
(both Tier 1 and Tier 2 debt) and future profit, while all intangibles are deducted in the calculation. Both
the Tier 2 and the Tier 1 capacity has been virtually fully utilised; currently some DKKm 140 of the Tier
2 instruments are not included in the own funds as they exceed the 50% SCR limit.
Tryg Forsikring announced the Alka acquisition in December 2017. In 2018, own funds have primarily
been impacted by the net profit and dividend payments to parent company Tryg A/S. The Alka acquisition was completed on 8 November 2018, hence in the last quarter of the year intangibles were up by
approximately DKK 5.7bn. The future profit item has increased from DKK 970m to DKK 1,408m following
the integration of the highly profitable Alka business and an initial conservative approach concurrently
with improved profitability of the underlying business. Own funds totalled DKK 8,120m at the end of
2018 vs DKK 11,095m at the end of 2017.

The Solvency Capital Requirement (SCR) is calculated in such a way that Tryg Forsikring statistically
should be able to honour its obligations in 199 out of 200 years. In other words, Tryg Forsikring could
have a negative result greater than DKK 4,892m (the SCR) in 1 out of 200 years. Tryg Forsikring’s SCR
was DKK 4,892m at the end of 2018, up approximately DKK 200m from the end of 2017. The consolidation of the Alka business resulted in a stand-alone increase of the SCR of just below DKK 400m, while
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a lower capital charge on equities, following the negative markets in Q4, reduced the SCR by approximately DKK 250m.
Tryg Forsikring’s solvency ratio displays low sensitivity towards capital market movements. The highest
sensitivity is towards spread risk, where a widening/tightening of 100 basis points will impact the solvency ratio by 14 percentage points. A lower sensitivity is displayed towards equity market falls and
interest rate fluctuations. A change in the UFR (Ultimate Forward Rate) will have an insignificant impact.
Capital planning and contingency plan
In conjunction with the capital planning, a contingency plan is made. It describes specific measures that
may be introduced in the near term, should the company’s desired capital position be threatened. Tryg
Forsikring’s Supervisory Board has approved both the capital plan and the contingency plan. Read more
about Tryg Forsikring’s risk and capital management in note 1 on page 58.
Moody’s rating
Tryg Forsikring has an ‘A1’ (stable outlook) insurance financial strength (IFSR) rating from Moody’s.
The rating agency highlights Tryg Forsikring’s strong position in the Nordic P&C market, robust profitability, very good asset quality and relatively low financial leverage. Moody’s also assigned an ‘A3’ rating to Tryg Forsikring’s subordinated debt and a ‘Baa3’ rating to Tryg’s Tier 1 transaction. The ratings
were affirmed following the Alka acquisitions.
Events after balance sheet date
The merger of Tryg Forsikring A/S and Forsikrings-Aktieselskabet Alka A/S has been approved by the
the authorities as per 1 April 2019. The merger will be effective from closing date 8 November 2018.
The merger will have no significant effect on the equity, SCR or Own funds.
Besides the above no events have occurred.

Tryg Forsikring, Annual report 2018, page 28

Corporate governance
Tryg Forsikring focuses on managing the company in accordance with the principles of good corporate
governance and generally complies with the Danish recommendations prepared by the Committee on
Corporate Governance. The Recommendations on Corporate Governance are available at corporategovernance.dk. At tryg.com, Tryg Forsikring has published its statutory corporate governance report based
on the ‘comply-or-explain’ principle for each individual recommendation. This section on corporate governance is an excerpt of the corporate governance report.
Download Tryg Forsikring’s statutory corporate governance report at tryg.com > Investor > Download.
Annual general meeting
Tryg Forsikring holds an annual general meeting (AGM) every year. As required by the Danish Companies Act and the Articles of Association, the AGM is convened via a company announcement and at
tryg.dk subject to at least three weeks’ notice.
Capital structure
The Supervisory Board ensures that Tryg Forsikring’s capital structure is aligned with the needs of the
Group that it complies with the requirements applicable to Tryg Forsikring as a financial undertaking.
Tryg Forsikring has adopted a capital plan and a contingency capital plan, which are reviewed annually
by the Supervisory Board. Depending on the development in results, each year the Supervisory Board
proposes the distribution of dividend.
Duties, responsibilities and composition of the Supervisory Board
The Supervisory Board is responsible for the central strategic management and financial control of Tryg
Forsikring and for ensuring that the business is organised in a sound way. This is achieved by monitoring
targets and frameworks on the basis of regular and systematic reviews of the strategy and risks. The
Executive Board reports to the Supervisory Board on strategies and action plans, market developments
and Group performance, funding issues, capital resources and special risks.
The Supervisory Board holds one annual strategy seminar to decide on and/or adjust the Group’s strategy with a view to sustaining value creation in the company. The Executive Board works with the Supervisory Board to ensure that the Group’s strategy is developed and monitored. The Supervisory Board
ensures that the necessary skills and financial resources are available for Tryg Forsikring to achieve its
strategic targets. The Supervisory Board specifies its activities in a set of rules of procedure and an
annual cycle for its work.
Eight members of the Supervisory Board are elected by the annual general meeting for a term of one
year. Of the eight members elected at the annual general meeting, five, and thus the majority, are
independent persons, thus complying with recommendation 3.2.1. in Recommendations on Corporate
Governance, while the other three members are dependent persons as they are appointed by Tryg
Forsikring’s parent company Tryg A/S’ majority shareholder, TryghedsGruppen. See pages 36-37 for
information on when the individual members joined the Supervisory Board, were re-elected and when
their current election period ends. To ensure the integration of new talent on the Supervisory Board,
members elected by the annual general meeting may hold office for a maximum of nine years. The
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Supervisory Board has 12 members, six men and six women (currently including two male and two
female employee representatives). The representation of women in the Supervisory Board is thus compliant with legislation as well as Tryg Forsikring’s policy. The Supervisory Board has members from
Denmark, Sweden and Norway.
See details about the independent board members in the section Supervisory Board on pages 36-37
and at tryg.com > Governance > Management > Supervisory Board.
The Supervisory Board performs an annual evaluation of its work and skills to ensure that it possesses
the expertise required to perform its duties in the best possible way. The Supervisory Board focuses
primarily on the following qualifications and skills: Intellectual approach, independent mindedness, interpersonal competencies, integrity, inclination to engage, business understanding and judgement,
problem-solving skills, networking skills, risk management understanding, ability to assess succession
management, general top management experience, finance and/or audit experience,
HR/management/talent/organisational experience, business development experience, financial sector
experience, risk management and regulatory requirement experience, insurance – commercial and
product, insurance – technical (underwriting, provisions, reinsurance), digital experience, experience
with new business models and customer relations and interaction experience.
See CV’s and descriptions of the skills in the section Supervisory Board on pages 36-37 and at tryg.com
> Governance > Management > Supervisory Board.
Duties and composition of the Executive Board
Each year, the Supervisory Board reviews and adopts the rules of procedure of the Supervisory Board
and the Executive Board with relevant policies, guidelines and instructions describing reporting requirements and requirements for communication with the Executive Board. Financial legislation also requires
the Executive Board to disclose all relevant information to the Supervisory Board and report on compliance with limits defined by the Supervisory Board and in legislation.
The Supervisory Board considers the composition, development, risk and succession plans of the Executive Board in connection with the annual evaluation of the Executive Board, and regularly in connection
with board meetings. Each year, the Supervisory Board discusses Tryg Forsikring’s activities to guarantee diversity at management levels. Tryg Forsikring ascribes great importance to diversity at all management levels. Tryg Forsikring has prepared an action plan, which sets out specific targets to ensure
diversity and equal opportunities and access to management positions for qualified men and women. In
2018, the proportion of women at management level was 33% against 37% in 2017. The target for
2018 of 38% or more women at management level was therefore not met. Compared to 2017, the
number of women in management positions decreased by three. In 2018, Tryg Forsikring increased the
total number of management positions and the decrease in share of women in management positions
is mainly due to organisational changes.
See the action plan at tryg.com
Board committees
Tryg Forsikring has an Audit Committee, a Risk Committee, a Nomination Committee and a Remuneration Committee and an IT-Data Committee. The framework of the committees’ work is defined in their
terms of reference.
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See The board committees’ terms of reference can be found at tryg.com > Governance > Management
> Supervisory Board > Board committees, including descriptions of members, meeting frequency, responsibilities and activities during the year
See the tasks of the board committees in 2018 at tryg.com > Governance > Management > Supervisory
Board > Board committees.
Three out of four members of the Audit Committee and three out of five members of the Risk Committee, including the chairman of the committees, are independent persons. Two out of the four members
of the IT-Data Committee, including the chairman of the committee, are independent. Of the four
members of the Remuneration Committee, two members are independent persons, and both members
of the Nomination Committee are independent. Board committee members are elected primarily based
on special skills that are considered important by the Supervisory Board.
Involvement of the employee representatives in the committees is also considered important. The committees exclusively prepare matters for decision by the entire Supervisory Board.
The special skills of all members are also described at tryg.com.
Remuneration of Management
Tryg Forsikring has adopted a remuneration policy for Tryg Forsikring in general which contains specific
schemes for the Supervisory Board, the Executive Board and other employees in Tryg Forsikring, whose
activities have a material impact on the risk profile of the company, so-called risk takers. The remuneration policy for 2018 was adopted by the Supervisory Board in January 2018 and approved by the annual
general meeting on 15 March 2018.
The Chairman of the Supervisory Board reports on Tryg Forsikring’s remuneration policy each year in
connection with the review of the annual report at the annual general meeting. The Board’s proposal for
the remuneration of the Supervisory Board for the current financial year is also submitted for approval
by the shareholders at the annual general meeting.
See the remuneration policy at tryg.com
Remuneration of Supervisory Board
Members of Tryg Forsikring’s Supervisory Board receive a fixed fee and are not comprised by any form
of incentive or severance programme or pension scheme. Their remuneration is based on trends in peer
companies, taking into account the required skills, efforts and the scope of the Supervisory Board’s
work, including the number of meetings held. The remuneration received by the Chairman of the Board
is three times that received by ordinary members, while the Deputy Chairman’s remuneration is twice
that received by ordinary members of the Supervisory Board.
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Remuneration of Executive Board
Members of the Executive Board are employed on a contractual basis, and all terms of their remuneration are established by the Supervisory Board within the framework of the approved remuneration policy.
Tryg Forsikring wants to strike an appropriate balance between management remuneration, predictable
risk and value creation for the shareholders in the short and long term.
The Executive Board’s remuneration consists of a base salary, a pension contribution of 25% of the base
salary and other benefits. The base salary must be competitive and appropriate for the market and
provide sufficient motivation for all members of the Executive Board to do their best to achieve the
company’s defined targets. The Supervisory Board can decide that the base salary should be supplemented with a variable pay element of up to 50% of the fixed salary including pension.
The variable pay element consists of a Matching Shares Programme. The Executive Board may buy
shares (so-called investment shares) in parent company Tryg A/S at market price for a predefined
amount, which is dependent on the member’s performance for the fiscal year. Four years after the
purchase, Tryg Forsikring A/S will grant one matching share in parent company Tryg A/S per investment
share free of charge.
Matching is conditional upon fulfilment of additional conditions such as continued employment and back
testing (a testing prior to matching, to ensure that the criteria forming the basis of the calculation of
the variable salary are still met at the time of matching). The purpose of the Matching Shares Programme is to ensure alignment of interests between the Executive Board and the company’s shareholders.
Each year the Supervisory Board evaluates the performance of the Executive Board against the targets
set by the Supervisory Board for the financial year. The overall fulfilment of the weighted targets determines the number of investment shares offered to each member of the Executive Board. The targets
for 2018 were based on Tryg Forsikring’s technical result, Transactional Net Promoter Score, employee
satisfaction levels, the incorporation of Alka and the implementation of the strategy.
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Read more about the Matching Shares Programme in the remuneration policy at tryg.com > Governance
> Remuneration.

Financial reporting, risk management and auditing
As an insurance business, Tryg Forsikring is subject to the risk management requirements of the Danish
Financial Business Act and Solvency II. The Supervisory Board defines Tryg Forsikring’s risk management framework as regards insurance risk, investment risk, compliance risk and operational risk, as
well as IT security, in policies and guidelines for the Executive Board. Risks associated with new financial
reporting rules and accounting policies are monitored and considered by the Audit Committee, the finance management and the internal auditors. Material legal and tax-related issues and the financial
reporting of such issues are assessed on an ongoing basis.
Other risks associated with the financial reporting are described in the section Capital and risk management on pages 26-28 and in Note 1 Risk management on page 58.
Tryg Forsikring engages in ongoing risk identification, mapping insurance risks and other risks which
may endanger the realisation of Tryg Forsikring’s strategy or which may potentially have a substantial
impact on Tryg Forsikring’s financial position. The process involves identifying and continually monitoring the risks identified. As in previous years, Tryg Forsikring undertook an Own Risk and Solvency
Assessment (ORSA) in 2018. The purpose of the ORSA is to ensure and demonstrate a link between
strategy, risk management, risk appetite, solvency and capital planning over the planning period.
The Supervisory Board and the Executive Board approve and monitor the Group’s overall policies and
guidelines, procedures and controls in important risk areas. They receive reports about developments
in these areas and about the ways in which the frameworks are applied. The Supervisory Board checks
that the company’s risk management and internal controls are effective. The Board receives reports on
non-compliance with the frameworks and guidelines established by the Supervisory Board. The Risk
Committee monitors the risk management on an ongoing basis and reports quarterly to the Supervisory
Board.
The Group’s internal control systems are based on clear organisational structures and guidelines, general
IT controls and segregation of functions, which are supervised by the internal auditors.
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As part of the internal control system, Tryg Forsikring has established independent risk management,
compliance and actuarial functions. The functions report to the Executive Board and the Supervisory
Board’s Risk Committee. Tryg Forsikring has a decentralised set-up whereby risk managers in the business areas carry out controlling tasks for the risk management and compliance functions.
Risk management is an integral part of Tryg Forsikring’s business operations. The Group seeks at all
times to minimise the risk of unnecessary losses in order to optimise returns on the company’s capital.
Read more about Tryg Forsikring’s risk management in the section Capital and risk management on
pages 26-28 and in Note 1 on page 58.
Whistleblower line
Tryg Forsikring has a whistleblower line, which allows employees, customers and business partners to
report any serious wrongdoings or suspected irregularities. Reporting takes place in confidence to the
Chairman of the Audit Committee and the Head of Compliance.
Read more about Tryg Forsikring’s whistleblower line at tryg.com > Governance > Whistleblower line.
Independent and internal audit
The Supervisory Board ensures monitoring by competent and independent auditors. The Group’s internal
auditor attends all Board meetings. The independent auditor attends the annual Board meeting at which
the annual report is presented.
The annual general meeting annually appoints an independent auditor recommended by the Supervisory
Board. At least once a year, the auditors meet with the Audit Committee without the presence of the
Executive Board. The chairman of the Audit Committee deals with any matters that need to be reported
to the Supervisory Board.
Tryg Forsikring’s internal audit department regularly reviews the quality of the Group’s internal control
systems and business procedures. It is responsible for planning, performing and reporting on the audit
work to the Supervisory Board.
Deviations and explanations
Tryg Forsikring complies with the Recommendations on Corporate Governance with the exception of the
number of independent members of board committees, with which Tryg Forsikring complies partially,
and agreements on termination payments; see recommendations 3.4.2. and 4.1.5. of the Recommendations on Corporate Governance.
The deviations are explained in Tryg Forsikring’s statutory corporate governance report, which is available at tryg.com > Investor > Download.
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Executive Board

As of 1 March 2019, Barbara Plucnar Jensen joined the Executive Board as Group CFO. See Tryg.com/Governance.
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Corporate Social Responsibility

Statutory corporate social responsibility report
Tryg Forsikring has been a signatory member to the UN Global Compact since 2008. Our 2020 Corporate
Responsibility strategy focuses on three areas – Peace of mind in society, Responsible workplace and
Customer relations – and is closely linked to our business model. In 2018, Tryg Forsikring’s Corporate
Responsibility policy was updated to further clarify its alignment with our purpose ‘As the world changes,
we make it easier to be tryg (The word ‘tryg’ is a unique Scandinavian word, which is best directly
translated as peace of mind, but the essence of the word is about feeling protected and cared for) and
to establish a closer link to our Corporate Responsibility strategy.
Claims prevention is a central part of Tryg Forsikring’s 2020 corporate strategy and our Corporate Responsibility efforts. Our ambition is to minimise and prevent the number of claims by integrating prevention initiatives into our insurance products.
In addition to this Corporate Responsibility section, we have published an independent Corporate Responsibility report with extended Environmental, Social and Governance (ESG) data.
Download the Corporate Responsibility report on Tryg.com

Peace of mind in society
The Nightravens
As part of our efforts to create peace of mind in society, we are committed to running the Nightravens
secretariat in Norway. The Nightravens are local groups of volunteers who walk the streets at night,
offering help, and preventing unwanted incidents. There are a total of about 300 groups of Nightravens
in Norway made up of a diverse mix of volunteers in terms of their nationality, gender and age.
Lifebuoys
Since 1952, Tryg Forsikring’s iconic lifebuoys have contributed to safety along the coastline, lakes and
rivers in Norway. The lifebuoy is a vitally important piece of rescue equipment, and for decades, Tryg
Forsikring has provided lifebuoys to Norwegian society. Tryg Forsikring’s 43,000 lifebuoys are located
from Lindesnes in southern Norway to Svalbard, the Norwegian archipelago in the Arctic Ocean.
Safe in water
In 2018, Tryg Forsikring partnered with the Norwegian Society for Sea Rescue, Region West, to offer a
course called ‘Safe in water’. The course is aimed at 12 to 14-year-old schoolchildren. The courses are
run eight times a year, in autumn and winter, and give the children a chance to experience being in the
cold water wearing wetsuits and life jackets, while being supervised by skilled instructors. The courses
focus on understanding the risks associated with water, on practising first aid and learning the key
principles of self-rescue and lifesaving. Learning to throw Tryg lifebuoys is also an import- ant part of
the course.
Responsible workplace
In 2018, Tryg Forsikring conducted an internal assessment of the 17 UN Sustainable Development Goals
(SDGs) and the assosiated169 targets. As one of the largest non-insurance companies in the Nordic
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region, we have a responsibility and an opportunity of making an impact on the SDGs and use our
expertise to help realise the goals. See our 2018 independent Corporate Responsibility report for further
information on methodology and selected targets.
Workplace responsibility
Our employees are our most valuable resources and key to providing competent and high-quality services to our customers. The well-being of our employees is vital to Tryg Forsikring, as is protecting their
right to a healthy and safe working environment.
Through our materiality assessment, it has become clear that there is a risk that Tryg Forsikring can
have adverse impacts on its employees through, for example, dissatisfaction, discrimination or the
physical or psychosocial working environment. To mitigate this risk, we are continuously working to
improve conditions for our employees.
Tryg Forsikring has collective bargaining agreements in the Scandinavian countries where more than
99% of our employees are employed. The majority of our Scandinavian employees are covered by these
agreements, and the remaining employees are on individual contracts. All employees are covered according to national standards and requirements.
Acknowledging that our business must evolve and develop in the digital age, we realise that this may
potentially have an adverse impact on our employees. Tryg Forsikring mitigates the adverse impact
through external outplacement programmes, while ensuring that many reductions in employee numbers
take the form of natural departures.
Employee satisfaction
The annual employee satisfaction survey measures employee satisfaction and monitors the development
in employee satisfaction levels. Processes are in place to ensure that low-scoring departments receive
clear guidance and support, and that action plans are made. In 2018, the over- all employee satisfaction
score was 78, up from 76 in 2017. It proofs that our efforts are working, and we will continue this focus
going forward.
A diverse company and a driver of change
Women in management positions remain a continuous focus area in Tryg Forsikring. To support our
target, we focus specifically on our recruitment process, while an internal rotation programme is in place
to improve conditions and career opportunities for talented women and men.
To further boost and encourage women in management positions, Tryg Forsikring has an action plan,
which is revised annually, outlining actions to support our target of increasing the number of women in
management positions. In 2018, we raised our target from 38% to 41% in 2020. In 2018, the share of
women in management positions was 33%, a decrease of 4 percentage points compared to 2017 hence
we did not meet our target of 38%. Compared to 2017, the number of women in management positions
decreased by three. In 2018, Tryg Forsikring increased the total number of management positions and
the declining in share of women in management positions is mainly due to organisational changes. When
recruiting, we focus on getting the best competencies for the job. Going forward, we will continue our
efforts on attracting women for management positions.
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Tryg Forsikring remains a committed member of the Danish Diversity Council to help inspire and grow
the number of women in management positions. To inspire positive role models in Tryg Forsikring, our
LeadTheFuture programme encourages female managers to act as role models by sharing their experiences and knowledge about their own career choices.

Tryg Forsikring's Supervisory Board has an equal gender distribution. Read more in the Corporate Governance section on page 29-30.
In Tryg Forsikring, we do not accept discrimination based on gender, age, ethnicity etc., and work
actively to nourish an open-minded culture. Tryg Forsikring additionally has a diverse workforce representing the society we are part of.
See Tryg’s Competency and diversity policy on Tryg.com
Strengthening our employees
Tryg Forsikring offers training, e-learning and education to our employees as well as identifying career
opportunities through our People Review to ensure development and capacity building.
It is important to maintain a healthy work-life balance, and we aim to be a flexible workplace where it
is possible to balance your career and family life.
Human rights and responsible supply chain management
Tryg Forsikring respects human rights as described in the Universal Declaration of Human Rights. Our
commitment is enforced through our signatory membership of the UN Global Compact and is outlined
in our Corporate Responsibility policy as well as Tryg Forsikring’s Code of Conduct.
Our materiality assessment indicated that there is a risk of violating human and labour rights in our
supply chain through our outsourcing activities. To mitigate any violations, we actively monitor our
outsourcing suppliers and seek constructive dialogue. Prior to signing a supplier contract, all suppliers
undergo a preapproval process. Our suppliers are required to sign our Code of Conduct which outlines
our expectations for our business relations.
Tryg Forsikring has established a process for auditing our outsourcing suppliers to ensure that any
potential or actual adverse impacts and risks in our supply chain are handled. All outsourcing suppliers
are asked to fill out a self-assessment questionnaire prior to a scheduled on-site audit. If the on-site
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audit reveals any potential red flags, it will lead to an action plan and follow-up dialogue. If a supplier
does not comply with the requirements imposed by Tryg Forsikring, we will engage in dialogue to ensure
improvement. In case of repeated failed attempts at collaboration, Tryg Forsikring can terminate the
contract as a final resort.
In 2018, our audits revealed no violations or red flags among our audited high-risk outsourcing suppliers. The process continues in 2019, and all outsourcing
suppliers are expected to be audited by 2020.
To support the new audit process, Tryg Forsikring launched a training programme for procurement
employees and auditors in 2018, to build capacity for identifying actual or potential violations on site.
The training sessions are held annually.
See Tryg’s Corporate Responsibility policy and Code of Conduct on Tryg.com

Climate and environmental responsibility
Tryg Forsikring has a direct impact on the climate and the environment through our operations, and
indirectly through our business activities. We have focused our efforts on our internal operations and on
initiatives aimed at improving our footprint, while also reducing costs. Although Tryg Forsikring is not
an energy-intensive company since our carbon emissions are mainly associated with heating and electricity use at our offices, car and air travel, we acknowledge that we are part of the solution to minimising
carbon emissions. One of the areas in which Tryg Forsikring has a potential adverse impact on the
environment is waste production, which is why we are committed to reducing waste.
Our materiality assessment showed that the climate and the environment are material issues for Tryg
Forsikring and for our stakeholders. Extreme weather events such as flooding, cloudbursts and storms
present a risk to Tryg Forsikring and are causing harm and concern to our customers and to society in
general. Tryg Forsikring’s Corporate Responsibility policy further outlines our commitment to minimising
our own environmental footprint.
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Climate and environmental initiatives
Tryg Forsikring has initiated a process to install more efficient and climate-friendly LED lighting at our
offices, as well as installing more screens for Skype meetings to reduce air travel and offering electric
cars for external meetings.
In 2018, we installed more electric chargers at our offices in Ballerup, Denmark and Bergen, Norway to
encourage our employees to switch to electric cars. Tryg Forsikring additionally participates in a mobility
network with the Municipality of Ballerup to discuss solutions aimed at improving public transport.
We continuously work to minimise and sort our waste at local waste stations to reduce waste volumes.
In 2018, several new initiatives to reduce waste at the offices in Norway, resulted in gathering and
sorting of large volumes of glass and plastic.
In 2018, Tryg Forsikring’s estimated carbon emissions increased by 3% compared to 2017. The increase
is mainly due to an ongoing renovation of our office buildings, extended opening hours and an update
of our calculation method for carbon emissions. Thus, we have not achieved our target of a 1% reduction
in 2018 compared to 2017. Our target for 2020 is a 2% reduction compared to 2018.
In 2019, Tryg Forsikring will develop a climate and environmental action plan and focus on a waste
reduction initiative at our canteen facilities to grow understanding of waste reduction.
Eco-lighthouse in Norway
The Eco-lighthouse is a climate and environmental certification scheme in Norway. Eight of our Norwegian offices are Eco-lighthouse-certified. We annually produce an Eco-lighthouse report to describe progress and document the policies and procedures in place to manage our impact on the climate and the
environment.
Business ethics and compliance
Tryg Forsikring is committed to running an ethical, transparent and responsible business. Our materiality
assessment showed that anti-corruption, business ethics and data protection are material matters to
Tryg Forsikring. Tryg Forsikring’s Code of Conduct defines the rules, which all employees and business
partners are required to adhere to. Our Tax policy and Anti-corruption policy further outlines our commitment to acting as a responsible company.
See Anti-corruption policy and Tax policy on Tryg.com
Data security and GDPR
In 2018, the EU’s General Data Protection Regulation (GDPR) came into force. Tryg Forsikring is a datadriven company, and we need data to assess our customers’ claims risk. This is the foundation of
providing our core product: insurance. Implementing the GDPR regulation means increasing transparency on how we handle customer data and what types of data we use.
Tryg Forsikring has implemented a GDPR compliance plan and appointed a Data Protection Officer (DPO)
to ensure that the necessary systems and processes are in place. Our internal data breach process
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enables all employees to report any data breaches and all Tryg Forsikring employees have completed
mandatory e-learning on GDPR.
See our Personal data policy on Tryg.com
Whistleblower hotline
Tryg Forsikring’s whistleblower hotline is available for all our stakeholders to report any violation of our
Code of Conduct or any other concerns and is handled by the chairman of the Audit Committee, assisted
by Tryg Forsikring’s Legal and Compliance Department. In 2018, seven whistleblower cases were reported and investigated, and the necessary actions were taken.
Responsible investments
Our materiality assessment identified responsible investments as a material issue for Tryg Forsikring.
We are at risk of violating international standards when investing, and we want to be transparent about
our efforts to mitigate this risk. In 2017, we published our Responsible investment policy, which illustrates our belief in the importance of not violating international conventions or principles when investing.
In 2018, we updated our process for ethical screenings for potential violations of the conventions in our
investment portfolio, including not only our portfolio holdings, but also the ultimate parents. We established an internal procedure for handling any such violations. We perform an ethical screening annually
and will continue our screening practice in 2019.
Download Tryg’s responsible investment policy and Policy for execution of active ownership on Tryg.com
Customer relations
Ensuring competent and responsible customer relations is at the core of our business model and our
ability to retain our customers year after year.
To measure satisfaction levels among our customers and to help us improve, we ask our customers to
rate our performance when having been in contact with Tryg Forsikring.
In 2018, our Transactional Net Promotor Score (TNPS) was 67. Our target is a score of 70 by 2020.

Tryg Forsikring, Annual report 2018, page 44

Statement by the Supervisory Board and the Executive Board
The Supervisory Board and the Executive Board have today considered and adopted the annual report
for 2018 of Tryg Forsikring A/S and the Tryg Forsikring Group.
The consolidated financial statements have been prepared in accordance with the International Financial Reporting Standards as adopted by the EU and additional Danish disclosure requirements for issuers of listed bonds, and the financial statements of the parent company have been prepared in accordance with the Danish Financial Business Act.
In our opinion, the accounting policies applied are appropriate, and the annual report gives a true and
fair view of the Group’s and the parent company’s assets, liabilities and financial position at 31 December 2018 and of the results of the Group’s and the parent company’s operations and the cash
flows of the Group for the financial year 1 January – 31 December 2018.
Furthermore, in our opinion the Management’s review gives a true and fair view of developments in
the activities and financial position of the Group and the parent company, the results for
the year and of the Group’s and the parent company’s financial position in general and describes significant risk and uncertainty factors that may affect the Group and the parent company.
We recommend that the annual report be adopted by the shareholders at the annual general meeting.
Ballerup, 10 April 2019
Executive Board

Morten Hübbe

Barbara Plucnar Jensen

Lars Bonde

Johan Kirstein Brammer

Group CEO

Group CFO

Group COO

Group CCO

Supervisory Board

Jukka Pertola

Torben Henning Nielsen

Chairman

Deputy Chairman

Karen Bladt

Carl-Viggo Östlund

Mari Thjørmøe

Tom Eileng

Elias Bakk

Lene Skole

Claus Wistoft

Ida Sofie Jensen

Tina Snejbjerg
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Independent auditor’s report
To the shareholder of Tryg Forsikring A/S
Opinion
We have audited the consolidated financial statements and the parent financial statements of Tryg
Forsikring A/S for the financial year 1 January to 31 December 2018, pages 52-118, which comprise
the income statement, statement of comprehensive income, balance sheet, statement of changes in
equity and notes, including the summary of significant accounting policies, for the Group as well as
the Parent and the consolidated cash flow statement. The consolidated financial statements are prepared in accordance with International Financial Reporting Standards as adopted by the EU and additional Danish disclosure requirements for issuers of listed bonds, and the parent financial statements
are prepared in accordance with the Danish Financial Business Act.
In our opinion, the consolidated financial statements give a true and fair view of the Group’s financial
position at 31 December 2018 and of its financial performance and cash flows for the financial year 1
January to 31 December 2018 in accordance with International Financial Reporting Standards as
adopted by the EU and additional Danish disclosure requirements for issuers of listed bonds.
Also, in our opinion, the parent financial statements give a true and fair view of the financial position
of the Parent at 31 December 2018 and of its financial performance for the financial year 1 January to
31 December 2018 in accordance with the Danish Financial Business Act.
Our opinion is consistent with our audit book comments issued to the Audit Committee and the Board
of Directors.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs) and additional
requirements applicable in Denmark. Our responsibilities under those standards and requirements are
further described in the Auditor’s responsibilities for the audit of the consolidated financial statements
and the parent financial statements section of this auditor’s report. We are independent of the Group in
accordance with the IESBA Code of Ethics for Professional Accountants and additional requirements applicable in Denmark, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
To the best of our knowledge and belief, we have not provided any prohibited non-audit services as
referred to in Article 5(1) of Regulation (EU) No 537/2014.
We were appointed auditors of Tryg A/S for the first time on 29 December 1997 for the financial year 1997
as part of the formation of the Company. However, we have been the appointed auditors of the companies
merged with Tryg Forsikring A/S since before 1995. We have been reappointed annually by decision of the
general meeting for a total contiguous engagement period of more than 22 years up to and including the
financial year 2018.

Tryg Forsikring, Annual report 2018, page 46

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the consolidated financial statements and the parent financial statements for the financial
year 1 January to 31 December 2018. These matters were addressed in the context of our audit of the
consolidated financial statements and the parent financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

Claims provisions

How the matter was addressed in the audit

Management’s estimates of the claims provisions

•

Assessment and test of controls related to

are based on actuarial methods and involve com-

the processes of claims handling and the

plex statistical methods as well as estimates of

recognition and measurement of provisions

future events. Changes in methods and assump-

for known claims.

tions may result in a material impact on the size

•

In cooperation with our own internationally

of the claims provisions. Consequently, the audit

qualified actuaries, we have tested controls

of the claims provisions is considered a key audit

related to the actuarial estimates of the

matter.

claims provisions of selected lines of business.

The claims provisions amount to DKK 24,847m at

•

31 December 2018 (2017: DKK 23,925m).

We have tested the accuracy and the completeness of the data that are included in the
actuarial estimates of the claims provisions.

Management has specified the risks etc. related

•

In cooperation with our own internationally

to the estimates of the claims provisions in note

qualified

1 ”Risk and capital management” on pages 59-

knowledge of the industry, experience and

60 and in ”Accounting policies”, note

30 on

historical observations, we have assessed the

pages 88-89. The principles of estimating the

statistical models applied to estimate the

claims provisions have been specified in ”Ac-

claims provisions and we have tested signifi-

counting policies”, note 30 on page 99, and fur-

cant estimates and assumptions focusing on

ther specified in note 1 on pages 63-64 and in

consistency and possible changes.

note 18 on page 78.

•

actuaries

and

based

on

our

Based on the actuarial estimates of the
claims provisions and analyses, and in coop-

The estimates of the claims provisions depend on

eration with our own internationally qualified

accurate and complete insurance data of current

actuaries, we have assessed the develop-

and historical claims, including the development

ment in the claims provisions, including run-

in claims and payment patterns, as these data

off gains/losses and the development in the

are used to establish the expectations for future

size of the margin included in Management’s

claims for the purpose of the statistical models.

estimate of the claims provisions.

The most important assessments and assumptions of future events relate to:
•

Estimated future claims payments, which are
based on the completeness and the accuracy
of historical claims and payment patterns,
among other matters.
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•

Expectations for future inflation.

•

Determination of the margin included in Management’s estimate of the claims provisions
to address the uncertainty related to the actuarial estimates.

Accounting for business combinations – Ac-

How the matter was addressed in the audit

quisition of Forsikrings-Aktieselskabet Alka
On 8 November 2018, Tryg Forsikring A/S has

•

We have tested the purchase price allocation

taken over Forsikrings-Aktieselskabet Alka at a

prepared by Management and the identifica-

total purchase price of DKK 8,477m, resulting in

tion of acquired assets and liabilities.

the recognition of goodwill of DKK 4,241m and

•

other intangible assets of DKK 1,429m.

We have assessed and challenged Management’s assumptions and estimates used in its
fair value models for identifying and measur-

The allocation of the purchase price to assets and
liabilities acquired relies on assumptions and es-

ing customer relationship and brand value.
•

We have assessed and challenged Manage-

timates made by Management. Due to the signif-

ment’s assumptions and estimates for future

icance of these assumptions and estimates and

cash flow projections.

the size of the acquired business, the audit of the

•

We have consulted with Deloitte’s subject

acquisition of Forsikrings-Aktieselskabet Alka is

matter experts regarding the valuation meth-

considered a key audit matter.

odologies and assumptions applied.

Management has specified the purchase price al-

•

of Management’s estimates and key assump-

location in “Acquisition of subsidiaries”, note 27

tions and corroborated certain information –

on page 83 and the risks etc. related to the as-

including the applied discount rates – with

sumptions and judgements in ”Accounting policies”, note 30 on page 89. The principles of accounting for business combinations have been
specified in ”Accounting policies”, note 30 on
pages 90-91.

We have obtained supporting documentation

third party sources.
•

We have tested the mathematical accuracy of
the calculations in the models.

•

We have considered the impact of reasonably
possible changes in key assumptions and

In accordance with the requirements of IFRS 3
”Business Combinations”, Management has prepared a purchase price allocation where they

performed sensitivity calculations to quantify
the impact of potential downside changes to
Management’s models.

have valued the identified acquired assets and liabilities at fair value.
The most important assumptions and estimates
relate to:
•

Identification of acquired assets and liabilities.

•

Future cash flow anticipated from the acquired

customer

relationship

and

brand

value.
•

Discount rate applied.
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Statement on the management’s review
Management is responsible for the management’s review.
Our opinion on the consolidated financial statements and the parent financial statements does not
cover the management’s review, and we do not express any form of assurance conclusion thereon.
In connection with our audit of the consolidated financial statements and the parent financial statements, our responsibility is to read the management’s review and, in doing so, consider whether the
management’s review is materially inconsistent with the consolidated financial statements and the
parent financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.
Moreover, it is our responsibility to consider whether the management’s review provides the information required under the Danish Financial Business Act.
Based on the work we have performed, we conclude that the management’s review is in accordance
with the consolidated financial statements and the parent financial statements and has been prepared
in accordance with the requirements of the Danish Financial Business Act. We did not identify any material misstatement of the management’s review.
Management’s responsibilities for the consolidated financial statements and the parent financial statements
Management is responsible for the preparation of consolidated financial statements that give a true
and fair view in accordance with International Financial Reporting Standards as adopted by the EU and
additional Danish disclosure requirements for issuers of listed bonds, and for the preparation of parent
financial statements that give a true and fair view in accordance with the Danish Financial Business
Act, and for such internal control as Management determines is necessary to enable the preparation of
consolidated financial statements and parent financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the consolidated financial statements and the parent financial statements, Management is
responsible for assessing the Group’s and the Parent’s ability to continue as a going concern, for disclosing, as applicable, matters related to going concern, and for using the going concern basis of accounting in the preparation of the consolidated financial statements and the parent financial statements unless Management either intends to liquidate the Group or the Parent or to cease operations,
or has no realistic alternative but to do so.
Auditor’s responsibilities for the audit of the consolidated financial statements and the parent
financial statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements and the parent financial statements as a whole are free from material misstatement, whether
due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
and additional requirements applicable in Denmark will always detect a material misstatement when it
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exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements and these parent financial statements.
As part of an audit in accordance with ISAs and additional requirements applicable in Denmark, we
exercise professional judgement and maintain professional scepticism throughout the audit. We also:

•

Identify and assess the risks of material misstatement of the consolidated financial statements
and the parent financial statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

•

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group’s and the Parent’s internal control.

•

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by Management.

•

Conclude on the appropriateness of Management’s use of the going concern basis of accounting
in the preparation of the consolidated financial statements and the parent financial statements,
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s and the Parent’s ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the consolidated financial statements
and the parent financial statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group and the Entity to cease to continue as
a going concern.

•

Evaluate the overall presentation, structure and content of the consolidated financial statements
and the parent financial statements, including the disclosures in the notes, and whether the consolidated financial statements and the parent financial statements represent the underlying transactions and events in a manner that gives a true and fair view.

•

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and performance of the group audit. We
remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding independence, and to communicate with them all relationships and other mat-
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ters that may reasonably be thought to bear on our independence, and where applicable, related safeguards.
From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements and the parent financial statements of the current period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.
Copenhagen, 10. April 2019
Deloitte
Statsautoriseret Revisionspartnerselskab
Business Registration No 33 96 35 56

Jens Ringbæk

Kasper Bruhn Udam

State-Authorised Public Accountant

State-Authorised Public Accountant

MNE no 27735

MNE no 29421
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Tryg Forsikring Group
Financial highlights
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Income statement
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Statement of financial position
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Statement of financial position
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Statement of changes in equity
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Statement of cash flow
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Notes
1 Risk- and capital management
Risk management in Tryg Forsikring
The Supervisory Board defines the basis for the risk appetite through the business model and the current
strategy. The Supervisory Board has regulated the management of risk activities through policies and
guidelines to the business supported by underlying business processes and a power of attorney structure. The company’s risk management forms the basis for the risk profile being in line with the specified
risk appetite at all times. Tryg Forsikring’s risk profile is continuously measured, quantified and reported
to the management and the Supervisory Board.
Tryg Forsikring’s risk management is organised into three levels of control. The first level of control is
handled in the business where the company’s policies are implemented, and day-to-day compliance is
verified. The risk management function is the second level of control, supported by decentralised risk
managers affiliated with the individual business areas. The risk management function ensures a consistent approach across the organisation, risk assessment at group level and reporting to the management and the Supervisory Board.
This involves an ongoing identification and assessment of the most significant risks in the company.
Furthermore, the function prepares specific recommendations in relation to capital management, reinsurance, investment risk management and more. Tryg forsikring’s risk management function is also
responsible for determining the company’s capital requirement. The third level consists of the internal
audit which performs independent assessments of the entire control environment.
The risk management is organised systematically in the company’s committee structure via the Executive Board’s own risk committee and the Supervisory Board’s own risk committee. The Supervisory
Board’s risk committee is a specialist committee with intensive focus separately on risk and capital
management during the year. The Supervisory Board’s Risk Committee meets minimum four times a
year for a detailed review of various risk management topics and regularly keeps the entire Supervisory
Board up-to-date on the status.
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Notes
Capital management
Tryg Forsikring’s capital management is based on the key business objectives:
• A solid capital base, supporting both the statutory requirements and a single ‘A’ rating from Moody’s.
• Support of a steadily increasing nominal dividend per share, with a payout ratio in the interval 6090%.
• Return on the average equity of at least 21% after tax.
Tryg Forsikring’s capital base currently consist of Tier 1 and 2 capital, such as shareholders’ equity
and subordinated loans.
See table Subordinate loan capital on page 65.
The capital base is continuously measured against the capital requirement calculated on the basis of
Tryg Forsikring’s partial internal model, where insurance risks are modelled using an internal model,
while other risks are described using the standard formula.
The model calculates Tryg Forsikring’s capital requirement with 99.5% solvency level with a 1-year
horizon, which means that Tryg Forsikring will be able to fulfil its obligations in 199 out of 200 years.
The partial internal model has been used for a number of years and was approved by the Danish Financial Supervisory Authority in 2015. Monitoring of the capital base also involves capital projections based
on expected business plans within the strategic planning period and stress on selected scenarios.
Company’s Own Risk and Solvency Assessment (ORSA)
ORSA is the company’s own risk assessment based on the Solvency II principles, which implies that
Tryg Forsikring must assess all material risks that the company is or may be exposed to. The ORSA
report also contains an assessment of whether the calculation of solvency capital requirement is reasonable and is reflecting Tryg Forsikring’s actual risk profile. Moreover, the projected capital requirement
is also assessed over the company’s strategic planning period. Tryg Forsikring’s risk activities are implemented via continuous risk management processes, where the main results are reported to the Supervisory Board and its Risk Committee during the year. Therefore, the ORSA report is an annual summary document assessing all these processes.
Insurance risk
Insurance risk comprises two main types of risks:
Underwriting risk and provisioning risk.
Underwriting risk
Underwriting risk is the risk that insurance premiums will not be sufficient to cover the compensations
and other costs associated with the insurance business. Underwriting risk is managed primarily through
the company’s insurance policy defined by the Supervisory Board, and administered through business
procedures, underwriting guidelines etc. Underwriting risk is assessed in Tryg Forsikring’s capital model,
determining the capital impact from insurance products.
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Notes
Reinsurance is used to reduce the underwriting risk in situations where this cannot be achieved to a
sufficient degree via ordinary diversification. Tryg Forsikring’s reinsurance program covers both Tryg
Forsikring and Alka. In case of major events involving damage to buildings and contents, Tryg Forsikring’s reinsurance programme provides protection for up to DKK 6.75bn, which statistically is sufficient to cover at least a 250-year event. Retention for such events is DKK 168m. In the event of a
frequency of natural disasters, Tryg Forsikring is covered for up to DKK 600m, after total annual retention of DKK 300m. Tryg Forsikring has also taken out reinsurance for the risk of large claims occurring
in sectors with very large sums insured. Tryg Forsikring’s largest individual building and contents risks
are covered by up to DKK 2bn. Retention for large claims is DKK 100m, gradually dropping to DKK 25m.
Single risks exceeding DKK 2bn are covered individually.
Tryg Forsikring has combined the minimum cover of other sectors into a joint cover with retention of
DKK 100m for the first claim and DKK 25m for subsequent claims. For the individual sectors, individual
cover has subsequently been taken out as needed. The use of reinsurance creates a natural counterparty
risk. This risk is handled by applying a wide range of reinsurers with at least an ‘A’ rating and DKK 750m
in capital.
Reserving risk
Reserving risk relates to the risk of Tryg Forsikring’s insurance provisions being inadequate. The Supervisory Board lays down the overall framework for the handling of reserving risk in the insurance policy,
while the overall risk is measured in the capital model. The uncertainty associated with the calculation
of claims reserves affects Tryg Forsikring’s results through the run-off on reserves. Long-tailed reserves
in particular are subject to interest rate and inflation risk. Interest rate risk is hedged by means of Tryg
Forsikring’s match portfolio which corresponds to the discounted claims reserves. In order to manage
the inflation risk of Danish workers’ compensation claims reserves, Tryg Forsikring has bought zero
coupon inflation swaps. Tryg Forsikring determines the claims reserves via statistical methods as well
as individual assessments. At the end of 2018, Tryg Forsikring’s claims reserves net of reinsurance
totalled DKK 23,613m with an average duration of approximately 4 years.
Investment risk
The overall framework for managing investment risk is defined by the Supervisory Board in Tryg Forsikring’s investment policy. In overall terms, Tryg Forsikring’s investment portfolio is divided into a
match portfolio and a free portfolio. The match portfolio corresponds to the value of the discounted
claims reserves and is designed to hedge the interest rate sensitivity of these as closely as possible.
Tryg Forsikring carries out daily monitoring, follow-up and risk management of the Group’s interest rate
risk. The swap and bond portfolio are thus adjusted continuously to minimise the net interest rate risk.
The free portfolio is subject to the framework defined by the Supervisory Board through the investment
policy. The purpose of the free portfolio is to achieve the highest possible return relative to risk. Tryg
Forsikring’s property portfolio constitutes the company’s largest investment risk. The Property portfolio
comprises investment properties, the value of which is adjusted based on the conditions on the property
market through internal valuations backed by external valuations. At the end of 2018, investment properties accounted for 5.7% (including property funds) and Tryg Forsikring’s equity portfolio accounted
for 4.7% of the total investment assets.
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Notes
Tryg Forsikring does not wish to speculate in foreign currency, but since Tryg Forsikring invests and
operates its insurance business in other currencies than Danish kroner, Tryg Forsikring is exposed to
currency risk. Tryg Forsikring is primarily exposed to fluctuations in the other Scandinavian currencies
due to its ongoing insurance activities. Premiums earned, and claims paid in other currencies create a
natural currency hedge, for which reason other risk mitigation measures are not required in this area.
However, the part of equity held in other currencies than Danish kroner will be exposed to currency risk.
This risk is hedged on an ongoing basis using currency swaps.
In addition to the above-mentioned risks, Tryg Forsikring is exposed to credit, counterparty and concentration risk. These risks primarily relate to exposures in high-yield bonds, emerging market debt
exposures as well as Tryg Forsikring’s investments in AAA-rated Nordic and European government and
mortgage bonds. These risks are also managed through the investment policy and the framework for
reinsurance defined in the insurance policy. For a non-life insurance company like Tryg Forsikring, liquidity risk is practically non-existent, as premium payments fall due before claims payments. The only
significant assets on Tryg Forsikring’s balance sheet, which by nature is somewhat illiquid, are the property portfolio.
Operational risk
Operational risk relates to errors or failures in internal procedures, fraud, breakdown of infrastructure,
IT security and similar factors. As operational risks are mainly internal, Tryg Forsikring focuses on an
adequate control environment for its operations. In practice, this work is organised by means of procedures, controls and guidelines covering the various aspects of the Group’s operations. The Supervisory
Board defines the overall framework for managing operational risk in Tryg Forsikring’s Operational risk
policy and in the Information Security Policy. A special crisis management structure is set up to deal
with the eventuality that Tryg Forsikring is hit by major crises. This comprises a Crisis Management
Team at Group level, national contingency teams at country level and finally business contingency teams
in the individual areas. Tryg Forsikring has prepared contingency plans to address the most important
areas. In addition, comprehensive IT contingency plans have been established, primarily focusing on
the business-critical systems.

Other risks
Strategic risk
The strategic risk is the risk of loss as a result of Tryg Forsikring’s chosen strategic position. The strategic
position covers both business transactions, IT strategy, choice of business partners and changed market
conditions. Tryg Forsikring’s strategic position is determined by Tryg Forsikring’s Supervisory Board in
close collaboration with the Executive Board. Before determining the strategic position, the strategic
decisions are subject to a risk assessment, explaining the risk of the chosen strategy to Tryg Forsikring’s
Supervisory Board and Executive Board.
Compliance risk
Compliance risk is the risk of loss as a result of lack of compliance with rules, regulations, market
standards or internal guidelines. The handling of compliance risk is coordinated centrally via the Group’s
Compliance & Legal department, which, among other things, sits on industry committees in connection
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with legislative monitoring, ensures implementation of regulation in Tryg Forsikring through business
procedures, provides ongoing training in compliance matters and performs compliance controls within
the organisation. Compliance risks and the result of the performed compliance controls are reported to
the Supervisory Board’s Risk Committee.
Emerging risk
Emerging risk cover new risks or known risks, with changing characteristics. The management of this
type of risk is handled in the individual business areas, which monitor the market and adapt the products
as the conditions change. In the event of a change in insurance terms, it is ensured that Tryg Forsikring’s
reinsurance cover is consistent with the new conditions. Emerging risk is also a part of the systematically
implemented risk identification process in Tryg Forsikring.
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Note 30
ACCOUNTING POLICIES
The consolidated financial statements are prepared in accordance with the International Financial Reporting Standards (IFRS) as per adopted by the EU on 31 December 2018 and in accordance with the
Danish Statutory Order on Adoption of IFRS.
The annual report of the parent company is prepared in accordance with the executive order on financial reports presented by insurance companies and lateral pension funds issued by the Danish FSA.
The deviations from the recognition and measurement requirements of IFRS are:
•
The Danish FSA’s executive order does not allow provisions for deferred tax of contingency reserves allocated from untaxed funds. Deferred tax and the other comprehensive income of the
parent company have been adjusted accordingly on the transition to IFRS.
The following deviations are only relevant in related to presentation between the Group and
parent:
•
The Executive order on financial reports by insurance companies and lateral pension funds issued by the Danish FSA from 1 January 2016 implement elements form the Solvency II regime, which sets down the basic principles for calculation of insurance provisions:
•
Best estimate of the present value of expected future cash flows for incurred insurance
•
A risk margin to cover the risk of deviation between best estimate and final execution
of future cash flows
•
An interest rate curve laid down for Solvency II. Tryg Forsikring uses the interest rate
curve without adjustment.
•
Solvency II incorporates the expected profit in the capital base at the time when insurance is
incurred.
•
Premium income represents gross premiums written during the year, net of reinsurance premiums and adjusted for changes in premium provisions, corresponding to an accrual of premiums to the risk period of the policies, in the reinsurers’ share of the premium provisions, and
the change in profit margin and risk margin.
•
Technical interest, unwinding and discounting is presented as part of Return and value adjustment on insurance provisions
•
Changes in risk margin related to claims provisions are deducted and presented in a separate
line Change in risk margin.
•
Premium provisions are stated at the present value of the best estimate of the expected payments for future insurance events covered by existing insurance policies. In Tryg Forsikring
insurances are mainly signed for one year. Expected payments include claims and costs for
claims handling, other costs as well as bonus and discounts.
•
Profit margin is the expected profit of the remaining period of cover for written insurance.
Profit margin is calculated as the difference between premiums for future periods of cover for
written insurance, and the expected payments included in premium provision.
The profit margin is deducted with the portion of the risk margin attributable to the settlement
of premium provision.
If expected present value of future payments and risk margin for a portfolio of insurance policies with similar risks exceeds the premium, the profit margin for this portfolio is recognised at
zero.
Changes in the present value of the expected payments as a result of the change in the yield
curve, as well as unwinding of the profit margin are transferred to Return and value adjustment on insurance provisions.
•
Claims provisions are calculated at present value of best estimate of incurred claims, covered
by incurred insurance. Risk margin is the amount a business will have to pay any acquirer of
an insurance portfolio for taking over the risk that the actual expenses in connection with settlement of insurance provisions deviate from best estimate.
•
Depreciation related to some intangible assets, such as customer relationship and distribution
will be presented in the line item "Acquisition costs and administration expenses"
•
At Tryg Forsikring A/S, the risk margin is calculated using a method equivalent to the Solvency II risk margin based on a Cost of Capital method.

Tryg Forsikring, Annual report 2018, page 86

Change in accounting policies

IFRS 16, Leases
Tryg has implemented IFRS 16 one year ahead of its effective date and will consequently recognise
lease assets (Right of Use-asset) and lease liabilities in the balance sheet. The implementation of IFRS
16 has no significant impact on either profit or loss or equity. Lease assets recognised comprise '
Group-occupied property' and 'Operating equipment'. Lease liabilities are recognised in the line item
'Other debt'. Early application of IFRS 16 is only possible because Tryg also applies IFRS 15 ‘Revenue
from Contracts with Customers’, however applying IFRS 15 have no significant impact on the statement of financial position or profit or loss due to the fact that our income is primarily related to premiums accounted for under IFRS 4. Tryg has elected not to implement regarding intangibles, short term
and low value lease contracts. The total impact on the balance sheet 1 January 2018, using the modified retrospective approach was;
•
•
•

Assets
Total property, plant and equipment
Total assets

789
789

•
•
•

Equity and liabilities
Total debt
Total equity and liabilities

789
789

As a consequence of applying the modified retrospective approach comparative figures has not been
restated.
Other
Going forward from 01.01.2018 Tryg has reclassified depreciation related to some intangible assets,
such as customer relationship and distribution. The reclassification has not affected Profit and Loss or
Equity, but depreciation related to said items will be presented in the line item "other costs" instead of
the line item "Acquisition costs and administration expenses" where they were previously presented.
Comparative figures have not been restated due to immateriality.
In order to accommodate the preimplementation of IFRS 16 and the exclusion of the sensitivity analysis as well as the solvency ratio in Tryg Forsikring Parent financial statement, Tryg Forsikring A/S have
preimplemented those sections of the Executive order on financial reports by insurance companies and
lateral pension funds issued by the Danish FSA from 1 January 2019.
Except as noted above, the accounting policies have been applied consistently with last year.

Mergers

The merger between Tryg Forsikring A/S and Forsikrings-Aktieselskabet ALKA has been accounted for
using the Pooling-of-interest method with Tryg Forsikring A/S as the continuing business from the earliest date of which control was obtained of Forsikrings-Aktieselskabet ALKA, which was 8 November
2018. Accordingly, no comparative figures have been restated

Accounting regulation

Implementation of changes to accounting standards and interpretation in 2018
The International Accounting Standards Board (IASB) has issued several changes to the international
accounting standards, and the International Financial Reporting Interpretations Committee (IFRIC)
has also issued a number of interpretations.
No standards or interpretations have been implemented for the first time for the accounting year that
began on 1st January 2018 that will have a significant impact on the group. See below regarding IFRS
9 ‘Financial instruments’
There has not been implemented any new or amended standards and interpretations that have affected the group significantly.
Future orders, standards and interpretations that the group has not implemented, and
which have still not entered into force but could affect the group significantly:
•
•

IFRS 9 ‘Financial Instruments’1
IFRS 17 ‘Insurance Contracts’2
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enters into force for the accounting year commencing 1 January 2018 - Insurance companies are
allowed to postpone the implementation to 1 January 2022 if certain criteria are met.
2 enters into force for the accounting year commencing 1 January 2022.
1

The implementation of IFRS 9 ‘financial instruments’ is not expected to significantly change the
group’s financial position.
Regarding IFRS 9 the assessment of no significant impact on the statement of financial position or
profit and loss is based on the assumption that Tryg already carry all financial instruments at fair
value through profit and loss. The implementation of IFRS 9, will not affect Tryg’s recognition and
measurement. Tryg has postponed the implementation of IFRS 9 to 1 January 2022 when IFRS 17 Insurance Contracts will be applicable. Tryg can postpone IFRS 9 due to the fact that our activities are
predominantly connected with insurance and that our liabilities connected with insurance is relatively
greater than 80 per cent of the total liabilities. The impact of IFRS 17 is currently being assessed and
is expected to be concluded in due course in time of the implementation date.
The changes will be implemented going forward from the effective date
Significant accounting estimates and assessments
The preparation of financial statements under IFRS requires the use of certain critical accounting estimates and requires management to exercise its judgement in the process of applying the Group’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated financial statements are:

•
•
•
•
•
•
•

Liabilities under insurance contracts
Valuation of defined benefit plans
Fair value of financial assets and liabilities
Valuation of property
Business Combinations
Measurement of goodwill, Trademarks and Customer relations
Control of subsidiaries

Liabilities under insurance contracts
Estimates of provisions for insurance contracts represent the Group’s most critical accounting estimates, as these provisions involve several uncertainty factors.
Claims provisions are management's best estimate based on actuarial and statistical projections of
claims and administration of claims including a margin incorporating the uncertainty related to the
range of actuarial scenarios and other short and long-term risks not reflected in standard actuarial
models. The projections are based on Tryg’s knowledge of historical developments, payment patterns,
reporting delays, duration of the claims settlement process and other factors that might influence future developments in the liabilities.
The Group makes claims provisions, in addition to provisions for known claims, which cover estimated
compensation for losses that has incurred, but are not yet reported to the Group (known as IBNR reserves) and future developments in claims which are known to the Group but are not finally settled.
Claims provisions also include direct and indirect claims settlement costs or loss adjustment expenses
that arise from events that have occurred up to the statement of financial position date even if they
have not yet been reported to Tryg.
The calculation of the claims provisions is therefore inherently uncertain and, by necessity, relies upon
the making of certain assumptions as regards factors such as court decisions, amendments to legislation, social inflation and other economic trends, including inflation. The Group’s actual liability for
losses may therefore be subject to material positive or negative deviations relative to the initially estimated claims provisions.
Claims provisions are discounted. As a result, initial changes in discount rates or changes in the duration of the claims provisions could have positive or negative effects on earnings. Discounting affects
the motor third-party liability, general third-party liability, workers’ compensation classes, including
sickness and personal accidents, in particular.
The Financial Supervisory Authority’s discount curve, which is based on Eiopa’s yield curves, is used to
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discount Danish, Norwegian and Swedish claims provisions in relation to the relevant functional currencies.
Several assumptions and estimates underlying the calculation of the claims provisions are mutually
dependent. This has the greatest impact on assumptions regarding interest rates and inflation.
Defined benefit pension schemes
The Group operates a defined-benefit plan in Norway. A defined-benefit plan is a pension plan that
defines an amount of pension benefit that an employee will receive on retirement, depending on
age, years of service and salary.
The net obligation with respect to the defined- benefit plan is based on actuarial calculations involving
a number of assumptions. The assumptions include discount interest rate, expected future salary and
pension adjustments, turnover, mortality and disability.
Fair value of financial assets and liabilities
Measurements of financial assets and liabilities for which prices are quoted in an active market or
which are based on generally accepted models with observable market data are not subject to material estimates. For securities that are not listed on a stock exchange, or for which no stock exchange price is quoted that reflects the fair value of the instrument, the fair value is determined using a current OTC price of a similar financial instrument or using a model calculation. The valuation
models include the discounting of the instrument cash flow using an appropriate market interest
rate with due consideration for credit and liquidity premiums.
Valuation of property
Property is divided into owner-occupied property and investment property. The fair value is calculated based on a market-determined rental income, as well as operating expenses in proportion to
the property’s required rate of return in per cent. Investment property is recognised at fair value.
The calculation of fair value is based on market prices, taking into consideration the type of property, location and maintenance standard, and based on a market- determined rental income as
well as operating expenses in proportion to the property’s required rate of return. Cf. note 12, 13
and 15.
Business Combinations
In Business Combinations, significant assessments are made when considering the fair value of the
assets required and liabilities assumed and when identifying intangible assets, such as Trademarks,
Customer relations and goodwill as part of the transactions.
Measurement of goodwill, Trademarks and Customer relations
Goodwill, Trademarks and customer relations was acquired in connection with acquisition of businesses. Goodwill is allocated to the cash-generating units under which management manages the investment. The carrying amount is tested for impairment at least annually. Impairment testing involves
estimates of future cash flows and is affected by several factors, including discount rates and other
circumstances dependent on economic trends, such as customer behaviour and competition. Cf. note
11.
Control of subsidiaries
Control of subsidiaries is assessed yearly. Hence whether a subsidiary should still be part of the consolidation on line by line basis or as a single line item in the balance sheet.
Description of accounting policies
Recognition and measurement
The annual report has been prepared under the historical cost convention, as modified by the revaluation of owner-occupied property, where increases are recognised in other comprehensive income, and
revaluation of investment property, financial assets held for trading and financial assets and financial
liabilities (including derivative instruments) at fair value in the income statement.
Assets are recognised in the statement of financial position when it is probable that future economic
benefits will flow to the Group, and the value of such assets can be measured reliably. Liabilities are
recognised in the statement of financial position when the Group has a legal or constructive obligation
as a result of a prior event, and it is probable that future economic benefits will flow out of the Group,
and the value of such liabilities can be measured reliably.
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On initial recognition, assets and liabilities are measured at cost, with the exception of financial assets,
which are recognised at fair value. Measurement subsequent to initial recognition is affected as described below for each item. Anticipated risks and losses that arise before the time of presentation of
the annual report and that confirm or invalidate affairs and conditions existing at the statement of financial position date are considered at recognition and measurement.
Income is recognised in the income statement as earned, whereas costs are recognised by the
amounts attributable to this financial year. Value adjustments of financial assets and liabilities are recognised in the income statement unless otherwise described below.
All amounts in the notes are shown in millions of DKK, unless otherwise stated.

Consolidation

Consolidated financial statements
The consolidated financial statements comprise the financial statements of Tryg A/S (the parent company) and the enterprises (subsidiaries) controlled by the parent company. The parent company is regarded as controlling an enterprise when it
i)
exercises a controlling influence over the relevant activities in the enterprise in question,
ii)
ii) is exposed to or has the right to a variable return on its investment, and
iii)
iii) can exercise its controlling influence to affect the variable return.
Enterprises in which the Group directly or indirectly holds between 20% and 50% of the voting rights
and exercises significant influence but no controlling influence are classified as associates.

Basis of consolidation
The consolidated financial statements are prepared on the basis of the financial statements of Tryg
A/S and its subsidiaries. The consolidated financial statements are prepared by combining items of a
uniform nature.
The financial statements used for the consolidation are prepared in accordance with the Group’s accounting policies.
On consolidation, intra-group income and costs, intra-group accounts and dividends, and gains and
losses arising on transactions between the consolidated enterprises are eliminated.
Items of subsidiaries are fully recognised in the consolidated financial statements.

Business combinations
Newly acquired or newly established enterprises are recognised in the consolidated financial statements from the date of acquisition and the date of formation, respectively. The date of acquisition is
the date on which control of the acquired enterprise actually passes to Tryg. Divested or discontinued
enterprises are recognised in the consolidated statement of comprehensive income up to the date of
disposal or the settlement date. The date of disposal is the date on which control of the divested enterprise actually passes to a third party.
The purchase method is applied for new acquisitions if the Group gains control of the acquired enterprise. Subsequently, identifiable assets, liabilities and contingent liabilities in the acquired enterprises
are measured at fair value at the date of acquisition. Non-current assets which are acquired with the
intention of selling them are, however, measured at fair value less expected selling costs. Restructuring costs are recognised in the pre-acquisition balance sheet only if they constitute an obligation for
the acquired enterprise. The tax effect of revaluations is taken into account. The acquisition price of an
enterprise consists of the fair value of the price paid for the acquired
enterprise. If the final determination of the price is conditional upon one or more future events, such
events are recognised at their fair values at the date of acquisition. Costs relating to the acquisition
are recognised in the income statement as incurred.
Any positive balances (goodwill) between the acquisition price of the acquired enterprise, the value of
minority interests in the acquired enterprise and the fair value of previously acquired equity investments, on the one hand, and the fair value of the acquired assets, liabilities and contingent liabilities,
on the other hand, are recognised as an asset under intangible assets, and are tested for impairment
at least once a year. If the carrying amount of the asset exceeds its recoverable amount, it is impaired
to the lower recoverable amount.
In the event of negative balances (negative goodwill), the calculated fair values, the calculated acquisition price of the enterprise, the value of minority interests in the acquired enterprise and the fair
value of previously acquired equity investments are revalued. If the balance is still negative, the
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amount is recognised as income in the income statement.
If, at the date of acquisition, there is uncertainty as to the identification or measurement of acquired
assets, liabilities or contingent liabilities or the determination of the acquisition price, initial recognition
is based on a preliminary determination of values. The preliminarily determined values may be adjusted or additional assets or liabilities may be recognised up to 12 months after the acquisition, provided that new information has come to light regarding matters existing at the date of acquisition
which would have affected the determination of the values at the date of acquisition, had such information been known.
Generally, subsequent changes in estimates of conditional acquisition prices are recognised directly in
the income statement.
Mergers between entities under common control will be accounted for using the Pooling-of-interest
method from the earliest date of which control was obtained of the non-continuing entity.
Currency translation
A functional currency is determined for each of the reporting entities in the Group. The functional
currency is the currency used in the primary economic environment in which the reporting entity
operates. Transactions in currencies other than the functional currency are transactions in foreign
currencies.
On initial recognition, transactions in foreign currencies are translated into the functional currency using the exchange rate applicable at the transaction date. Assets and liabilities denominated in foreign
currencies are translated using the exchange rates applicable at the statement of financial position
date. Translation differences are recognised in the income statement under price adjustments.
On consolidation, the assets and liabilities of the Group’s foreign operations are translated using the
exchange rates applicable at the statement of financial position date. Income and expense items are
translated using the average exchange rates for the period. Exchange rate differences arising on
translation are classified as other comprehensive income and transferred to the Group’s translation
reserve. Such translation differences are recognised as income or as expenses in the period in which
the activities are divested. All other foreign currency translation gains and losses are recognised in the
income statement.
The presentation currency in the annual report is DKK.
Segment reporting
Segment information is based on the Group’s management and internal financial reporting system and
supports the management decisions on allocation of resources and assessment of the Group’s results
divided into segments.
The operational business segments in the Tryg are Private, Commercial, Corporate and Sweden. Private encompasses the sale of insurances to private individuals in Denmark and Norway. Commercial
encompasses the sale of insurances to small and medium sized businesses, in Denmark and Norway.
Corporate sells insurances to industrial clients primarily in Denmark, Norway and Sweden. In addition,
Corporate handles all business involving brokers. Sweden encompasses the sale of insurance products
to private individuals in Sweden as well as sale of Product insurances in the Nordic region.
Geographical information is presented on the basis of the economic environment in which the Tryg
Group operates. The geographical areas are Denmark, Norway and Sweden.
Segment income and segment costs as well as segment assets and liabilities comprise those items
that can be directly attributed to each individual segment and those items that can be allocated to the
individual segments on a reliable basis. Unallocated items primarily comprise assets and liabilities concerning investment activity managed at Group level.
Key ratios
Earnings per share (EPS) are calculated according to IAS 33. This and other key ratios are calculated
in accordance with Recommendations and Ratios issued by the The Danish Finance Society and the
Executive Order on Financial Reports for Insurance Companies and Multi-Employer Occupational Pension Funds issued by the Danish Financial Supervisory Authority.
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Income statement
Premiums
Premium income represents gross premiums written during the year, net of reinsurance premiums
and adjusted for changes in premium provisions, corresponding to an accrual of premiums to the
risk period of the policies, and in the reinsurers’ share of the premium provisions.
Premiums are calculated as premium income in accordance with the risk exposure over the cover
period, calculated separately for each individual insurance contract. The calculation is generally
based on the pro rata method, although this is adjusted for an unevenly divided risk between lines
of business with strong seasonal variations or for policies lasting many years.
The portion of premiums received on contracts that relate to unexpired risks at the statement of
financial position date is reported under premium provisions.
The portion of premiums paid to reinsurers that relate to unexpired risks at the statement of financial position date is reported as the reinsurers’ share of premium provisions.
Technical interest
According to the Danish FSA’s executive order, technical interest is presented as a calculated return
on the year's average insurance liability provisions, net of reinsurance. The calculated interest return
for grouped classes of risks is calculated as the monthly average provision plus an actual interest from
the present yield curve for each individual group of risks. The interest is applied according to the expected run-off pattern of the provisions.
Insurance technical interest is reduced by the portion of the increase in net provisions that relates to
unwinding.
Claims
Claims are claims paid during the year and adjusted for changes in claims provisions less the reinsurers’ share. In addition, the item includes run-off gains/losses in respect of previous years. The portion
of the increase in provisions which can be ascribed to unwinding is transferred to insurance technical
interest.
Claims are shown inclusive of direct and indirect claims handling costs, including costs of inspecting
and assessing claims, costs to combat and mitigate damage and other direct and indirect costs associated with the handling of claims incurred.
Changes in claims provisions due to changes in yield curve and exchange rates are recognised as a
price adjustment.
Tryg hedges the risk of changes in future pay and price figures for provisions for workers’ compensation. Tryg uses zero coupon inflation swaps acquired with a view to hedging the inflation risk. Value
adjustments of these swaps are included in claims, thereby reducing the effect of changes to inflation
expectations under claims.
Bonus and premium discounts
Bonuses and premium discounts represent anticipated and refunded premiums to policyholders, where
the amount refunded depends on the claims record, and for which the criteria for payment have been
defined prior to the financial year or when the insurance was taken out.
Insurance operating expenses
Insurance operating costs represent acquisition costs and administration expenses less reinsurance
commissions received. Expenses relating to acquiring and renewing the insurance portfolio are recognised at the time of writing the business. Underwriting commission is recognised when a legal obligation occurs. Administration expenses are all other expenses attributable to the administration of the
insurance portfolio. Administration expenses are accrued to match the financial year.
Share-based payment
The Tryg Group’s incentive programmes comprise share option programmes, employee shares and
matching shares.
Employee shares
According to established rules, the Group’s employees can be granted a bonus in the form of employee shares. When the bonus is granted, employees can choose between receiving shares or cash.
The expected value of the shares will be expensed over the vesting period. The scheme will be treated
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as a complex financial instrument, consisting of the right to cash settlement and the right to request
delivery of shares. The difference between the value of shares and the cash payment is recognised in
equity and is not remeasured. The remainder is treated as a liability and is remeasured until the time
of exercise, such that the total recognition is based on the actual number of shares or the actual cash
amount.
Matching shares
Members of Executive Board and other senior employees have been allocated shares in accordance
with the “Matching shares” scheme. Under Matching shares, the individual Executive Board member or
other senior employee is allocated one share in Tryg A/S for each share he or she acquires in Tryg A/S
at the market rate for certain liquid cash at a contractually agreed sum in connection with the Matching share programme.
The holder acquires the shares in the open window following publication of the annual report for the
previous year. The shares (matching shares) are provided free of charge, three or four years after the
time of purchase of the investment Shares. The holder may not sell the shares until six months after
the matching time.
The shares are recognised at market value and are accrued over the four and tree year maturation
period, based on the market price at the time of acquisition. Recognition is from the end of the month
of acquisition under staff expenses with a balancing entry directly in equity. If the holder retires during the maturation period but remains entitled to shares, the remaining expense is recognised in the
current accounting year.
Investment activities
Income from associates includes the Group’s share of the associates’ net profit.
Income from investment properties before fair value adjustment represents the profit from property
operations less property management expenses.
Interest and dividends represent interest earned and dividends received during the financial year. Realised and unrealised investment gains and losses, including gains and losses on derivative financial
instruments, value adjustment of investment property, foreign currency translation adjustments and
the effect of movements in the yield curve used for discounting, are recognised as value adjustments.
Investment management charges represent expenses relating to the management of investments including salary and management fees on the investment area.
Other income and expenses
Other income and expenses include income and expenses which cannot be ascribed to the Group´s
insurance portfolio or investment assets, including the sale of products for Velliv, Pension &
Livsforsikring A/S and depreciations of intangibles assets identified in Business combinations.
Discontinued and divested business
Discontinued and divested business is consolidated in one item in the income statement. Discontinued
and divested business includes gross premiums, gross claims, gross costs, profit/loss on ceded business, insurance technical interest net of reinsurance, investment return after insurance technical interest, other income and costs and tax in respect of the discontinued business. Any reversal of earlier impairment is recognised under other income and costs.
The statement of financial position items concerning discontinued activities are reported unchanged
under the respective entries whereas assets and liabilities concerning divested activities are consolidated under one item as assets held for sale and liabilities held for sale.
The comparative figures, including five-year financial highlights and key ratios, have been restated to
reflect discontinued business. Discontinued and divested business in the income statement includes
the profit/loss after tax of the run-off for the marine hull business and the divested activities in the
Finnish branch. Discontinued business also comprises the Tryg Forsikring A/S run-off business.
Statement of financial position
Intangible assets
Goodwill
Goodwill was acquired in connection with acquisition of business. Goodwill is calculated as the difference between the cost of the undertaking and the fair value of acquired identifiable assets, liabilities
and contingent liabilities at the time of acquisition. Goodwill is allocated to the cash-generating units
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under which management manages the investment and is recognised under intangible assets. Goodwill is not amortised but is tested for impairment at least once per year.
Trademarks and customer relations
Trademarks and customer relations have been identified as intangible assets on acquisition. The intangible assets are recognised at fair value at the time of acquisition and amortised on a straight-line basis over the expected economic lifetime of 5–15 years.
Software
Acquired computer software licences are capitalised on the basis of the costs incidental to acquiring
and bringing to use the specific software. The costs are amortised based on an estimated economic
lifetime of up to 4 years.
Costs for group developed software that are directly connected with the production of identifiable and
unique software products, where there is sufficient certainty that future earnings will exceed the costs
in more than one year, are reported as intangible assets. Direct costs include personnel costs for software development and directly attributable relevant fixed costs. All other costs connected with the development or maintenance of software are continuously charged as expenses.
After completion of the development work, the asset is amortised according to the straight-line
method over the assessed economic lifetime, though over a maximum of 4 years. The amortisation
basis is reduced by any impairment and write-downs.
Assets under construction
Group-developed intangibles are recorded under the entry “Assets under construction” until they are
put into use, whereupon they are reclassified as software and are amortized in accordance with the
amortization periods stated above.
Fixed assets
Operating equipment
Fixtures and operating equipment are measured at cost less accumulated depreciation and any accumulated impairment losses. Cost encompasses the purchase price and costs directly attributable
to the acquisition of the relevant assets until the time when such assets are ready to be brought into
use.
Depreciation of operating equipment is calculated using the straight-line method over its estimated
economic lifetime as follows:
•
•
•

IT, 4 - 8 years
Vehicles, 5 years
Furniture, fittings and equipment, 5-10 years

Leasehold improvements are depreciated over the expected economic lifetime, however maximally the
term of the lease.
Gains and losses on disposals and retired assets are determined by comparing proceeds with carrying
amounts. Gains and losses are recognised in the income statement. When revalued assets are sold,
the amounts included in the revaluation reserves are transferred to retained earnings.
Leasing
Right-of-use assets
At inception of a contract, Tryg assesses whether a contract is, or contains, a lease. It has the following prerequisites:
•
The underlying asset is identifiable
•
The group has the right to obtain substantially all the economic benefits from use of the asset
throughout the period of use
•
The group has the right to direct the use of the asset
Tryg recognises a right-of-use asset and a corresponding lease liability with respect to all lease
agreements in which it is the lessee, excluding short-term leases (defined as leases with a lease
term of 12 months or less) and leases of low value assets.
At inception or on reassessment of a contract that contains lease components, Tryg allocates the consideration in the contract to each lease component based on their relative stand-alone prices.
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Right-of-use asset (ROU asset) and lease liability are recognised at the lease commencement date.
The ROU asset is initially measured the cost, which comprises the initial amount of the lease liability
adjusted for
•
lease payments made at or before the commencement date
•
any initial direct cost incurred
•
estimate of costs to dismantle and remove the underlying asset or to restore the underlying
asset
•
lease incentives received
ROU assets are tested for impairment.
Lease liability
The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted by using the rate implicit in the lease. If this rate cannot be
readily determined, Tryg uses its incremental borrowing rate. Subsequently, the lease liability is
measured at amortised cost using the effective interest method and is presented as part of other debt.
It is remeasured when there is a change in future lease payments. A corresponding adjustment is
made to the carrying amount of the ROU asset.
Land and buildings
Land and buildings are divided into owner-occupied property and investment property. The Group’s
owner-occupied properties consist of an office building in Høje Taastrup and a small number of holiday homes. The remaining properties are classified as investment property.
Owner-occupied property
Owner-occupied property is property that is used in the Group’s operations. Owner-occupied properties are measured in the statement of financial position at their revalued amounts, being the fair
value at the date of revaluation, less any subsequent accumulated depreciation and impairment
losses. Revaluations are performed regularly to avoid material differences between the carrying
amounts and fair values of owner-occupied property at the statement of financial position date. The
fair value is calculated based on market-specific rental income per property and typical operating
expenses for the coming year. The resulting operating income is divided by the required return on
the property in per cent, which is adjusted to reflect market interest rates and property characteristics, corresponding to the present value of a perpetual annuity.
Increases in the revalued carrying amounts of owner-occupied property are recognised in the revaluation reserve in equity. Decreases that offset previous revaluations of the same asset are charged
against the revaluation reserves directly in equity; all other decreases are charged to the income
statement.
Costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
when it is probable that future economic benefits associated with the item will flow to the Group, and
the cost of the item can be measured reliably. Ordinary repair and maintenance costs are expensed in
the income statement when incurred.
Depreciation on owner-occupied property is calculated based on the straight-line method and using an
estimated economic lifetime of up to 50 years. Land is not depreciated.
Investment property
Properties held for renting yields that are not occupied by the Group are classified as investment properties.
Investment property is recognised at fair value. Fair value is based on market prices, adjusted for any
differences in the nature, location or maintenance condition of specific assets. If this information is not
available, the Group uses alternative valuation methods such as discounted cash flow projections and
recent prices in the market.
The fair value is calculated on the basis of market-specific rental income per property and typical operating expenses for the coming year. The resulting operating income is divided by the required return
on the property in per cent, which is adjusted to reflect market interest rates and property characteristics, corresponding to the present value of a perpetual annuity. The value is subsequently adjusted
with the value in use of the return on prepayments and deposits and adjustments for specific property
issues such as vacant premises or special tenant terms and conditions. Cf. note 13.
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Changes in fair values are recorded in the income statement.
Impairment test for intangible assets, property and operating equipment
Operating equipment and intangible assets are assessed at least once per year to ensure that the depreciation method and the depreciation period that is used are connected to the expected economic
lifetime. This also applies to the salvage value. Write-down is performed if impairment has been
demonstrated.
Goodwill is tested annually for impairment, or more often if there are indications of impairment, and
impairment testing is performed for each cash-generating unit to which the asset belongs. The present
value is normally established using budgeted cash flows based on business plans. The business plans
are based on past experience and expected market developments.

Equity investments in Group undertakings
The parent company’s equity investments in subsidiaries are recognised and measured using the
equity method. The parent company’s share of the enterprises’ profits or losses after elimination of
unrealised intra-group profits and losses is recognised in the income statement. In the statement of
financial position, equity investments are measured at the pro rata share of the enterprises’ equity.
Subsidiaries with a negative net asset value are recognised at zero value. Any receivables from
these enterprises are written down by the parent company’s share of such negative net asset value
where the receivables are deemed irrecoverable. If the negative net asset value exceeds the
amount receivable, the remaining amount is recognised under provisions if the parent company has
a legal or constructive obligation to cover the liabilities of the relevant enterprise.
Net revaluation of equity investments in subsidiaries is taken to reserve for net revaluation under
equity if the carrying amount exceeds cost.
The results of foreign subsidiaries are based on translation of the items in the income statement using
average exchange rates for the period unless they deviate significantly from the transaction day exchange rates. Income and costs in domestic enterprises denominated in foreign currencies are translated using the exchange rates applicable on the transaction date.
Statement of financial position items of foreign subsidiaries are translated using the exchange
rates applicable at the statement of financial position date.
When it is assessed that the parent company no longer has control over the subsidiary, it will be
transferred to either assets held for sale or unquoted shares and when sold, it will be derecognised.
Equity investments in associates
Associates are enterprises in which the Group has significant influence but not control, generally in
the form of an ownership interest of between 20% and 50% of the voting rights. Equity investments
in associates are measured using the equity method so that the carrying amount of the investment
represents the Group’s proportionate share of the enterprises’ net assets.
Profit after tax from equity investments in associates is included as a separate line in the income
statement. Income is made up after elimination of unrealised intra-group profits and losses.
Associates with a negative net asset value are measured at zero value. If the Group has a legal or
constructive obligation to cover the associate’s negative balance, such obligation is recognised under
liabilities.
Investments
Investments include financial assets at fair value which are recognised in the income statement. The
classification depends on the purpose for which the investments were acquired. Management determines the classification of its investments on initial recognition and re-evaluates this at every reporting date.
Financial assets measured at fair value with recognition of value adjustments in the income statement
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comprise assets that form part of a trading portfolio and financial assets designated at fair value with
value adjustment via the income statement.
Financial assets at fair value recognised in income statement
Financial assets are recognised at fair value on initial recognition if they are entered in a portfolio that
is managed in accordance with fair value. Derivative financial instruments are similarly classified as
financial assets held for sale, unless they are classified as security.
Realised and unrealised profits and losses that may arise because of changes in the fair value for the
category financial assets at fair value are recognised in the income statement in the period in which
they arise.
Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired, or if they have been transferred, and the Group has also transferred substantially all risks
and rewards of ownership. Financial assets are recognised and derecognised on a trade date basis, the
date on which the Group commits to purchase or sell the asset.
The fair values of quoted securities are based on stock exchange prices at the statement of financial
position date. For securities that are not listed on a stock exchange, or for which no stock exchange
price is quoted that reflects the fair value of the instrument, the fair value is determined using valuation techniques. These include the use of similar recent arm’s length transactions, reference to other
similar instruments or discounted cash flow analysis.
Derivative financial instruments and hedge accounting
The Group’s activities expose it to financial risks, including changes in share prices, foreign exchange
rates, interest rates and inflation. Forward exchange contracts and currency swaps are used for currency hedging of portfolios of shares, bonds, hedging of foreign entities and insurance statement of
financial position items. Interest rate derivatives in the form of futures, forward contracts, repos,
swaps and FRAs are used to manage cash flows and interest rate risks related to the portfolio of bonds
and insurance provisions. Share derivatives in the form of futures and options are used from time to
time to adjust share exposures.
Derivative financial instruments are reported from the trading date and are measured in the statement
of financial position at fair value. Positive fair values of derivatives are recognised as derivative financial instruments under assets. Negative fair values of derivatives are recognised under derivative financial instruments under liabilities. Positive and negative values are only offset when the company is
entitled or intends to make net settlement of more financial instruments.
Calculation of value is generally performed based on rates supplied by Danske Bank with relevant information providers and is checked by the Group’s valuation technicians. Discounting based on market
interest rates is applied in the case of derivative financial instruments involving an expected future
cash flow.
Recognition of the resulting gain or loss depends on whether the derivative is designated as a
hedging instrument and, if so, the nature of the item being hedged. The Group designates certain
derivatives as hedges of investments in foreign entities. Changes in the fair value of derivatives
that are designated and qualify as net investment hedges in foreign entities and which provide effective currency hedging of the net investment are recognised in other comprehensive income. The
net asset value of the foreign entities estimated at the beginning of the financial year is hedged
90-100% by entering into short-term forward exchange contracts according to the requirements of
hedge accounting. Changes in the fair value relating to the ineffective portion are recognised in the
income statement. Gains and losses accumulated in equity are included in the income statement
on disposal of the foreign entity.
Reinsurers’ share of provisions for insurance contracts
Contracts entered into by the Group with reinsurers under which the Group is compensated for
losses on one or more contracts issued by the Group and that meet the classification requirements
for insurance contracts are classified as reinsurers’ share of provisions for insurance contracts. Contracts that do not meet these classification requirements are classified as financial assets.
The benefits to which the Group is entitled under its reinsurance contracts held are recognised as
assets and reported as reinsurers’ share of provisions for insurance contracts.
Amounts receivable from reinsurers are measured consistently with the amounts associated with
the reinsured insurance contracts and in accordance with the terms of each reinsurance contract.
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Changes due to unwinding are recognised in insurance technical interest. Changes due to changes in
the yield curve or foreign exchange rates are recognised as price adjustments.
The Group continuously assesses its reinsurance assets for impairment. If there is objective evidence that the reinsurance asset is impaired, the Group reduces the carrying amount of the reinsurance asset to its recoverable amount. Impairment losses are recognised in the income statement.
Receivables
Total receivables comprise accounts receivable from policyholders and insurance companies as well as
other accounts receivable. Other receivables primarily contain accounts receivable in connection with
property.
Receivables that arise because of insurance contracts are classified in this category and are reviewed
for impairment as a part of the impairment test of accounts receivable.
Receivables are recognised initially at fair value and are subsequently assessed at amortised cost. The
income statement includes an estimated reservation for expected unobtainable sums when there is a
clear indication of asset impairment. The reservation entered is assessed as the difference between
the carrying amount of an asset and the present value of expected future cash flows.
Other assets
Other assets include current tax assets and cash at bank and in hand. Current tax assets are receivables concerning tax for the year adjusted for on-account payments and any prior-year adjustments.
Cash at bank and in hand is recognised at nominal value at the statement of financial position date.
Prepayments and accrued income
Prepayments include expenses paid in respect of subsequent financial years and interest receivable. Accrued underwriting commission relating to the sale of insurance products is also included.
Equity
Share capital
Shares are classified as equity when there is no obligation to transfer cash or other assets. Costs directly attributable to the issue of equity instruments are shown in equity as a deduction from the proceeds, net of tax.
Revaluation reserves
Revaluation of owner-occupied property is recognised in other comprehensive income unless the revaluation offsets a previous impairment loss.
Foreign currency translation reserve
Assets and liabilities of foreign entities are recognised using the exchange rate applicable at the statement of financial position date. Income and expense items are recognised using the average monthly
exchange rates for the period. Any resulting differences are recognised in Other comprehensive income. When an entity is wound up, the balance is transferred to the income statement. The hedging
of the currency risk in respect of foreign entities is also offset in other comprehensive income in respect of the part that concerns the hedge.
Contingency fund reserves
Contingency fund reserves are recognised as part of retained earnings under equity. The reserves may
only be used when so permitted by the Danish Financial Supervisory Authority and when it is for the
benefit of the policyholders. The Norwegian contingency fund reserves include provisions for the Norwegian Natural Perils Pool and security reserve. The Danish and Swedish provisions comprise contingency fund provisions. Deferred tax on the Norwegian and Swedish contingency fund reserves is allocated.
Dividends
Proposed dividend is recognised as a liability at the time of adoption by the shareholders at the annual
general meeting (date of declaration).
Subordinate loan capital
Subordinate loan capital is recognised initially at fair value, net of transaction costs incurred. Subordinate loan capital is subsequently stated at amortised cost; any difference between the proceeds (net
of transaction costs) and the redemption value is recognised in the income statement over the borrowing period using the effective interest method.
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Provisions for insurance contracts
Premiums written are recognised in the income statement (premium income) proportionally over the
period of coverage and, where necessary, adjusted to reflect any time variation of the risk. The portion of premiums received on in-force contracts that relates to unexpired risks at the statement of financial position date is reported as premium provisions. Premium provisions are generally calculated
according to a best estimate of expected payments throughout the agreed risk period; however, as a
minimum as the part of the premium calculated using the pro rata temporis principle until the next
payment date. Adjustments are made to reflect any risk variations. This applies to gross as well as
ceded business.
Claims and claims handling costs are expensed in the income statement as incurred based on the estimated liability for compensation owed to policyholders or third parties sustaining losses at the hands
of the policyholders. They include direct and indirect claims handling costs that arise from events that
have occurred up to the statement of financial position date even if they have not yet been reported
to the Group. Claims provisions are estimated using the input of assessments for individual cases reported to the Group and statistical analyses for the claims incurred but not reported and the expected
ultimate cost of more complex claims that may be affected by external factors (such as court decisions). The provisions include claims handling costs.
Claims provisions are discounted. Discounting is based on a yield curve reflecting duration applied to
the expected future payments from the provision. Discounting affects the motor liability, professional
liability, workers’ compensation and personal accident and health insurance classes, in particular.
Provisions for bonuses and premium discounts etc. represent amounts expected to be paid to policyholders in view of the claims experience during the financial year.
Claims provisions are determined for each line of business based on actuarial methods. Where such
business lines encompass more than one business area, short-tailed claims provisions are distributed
based on number of claims reported while long-tailed claims provisions are distributed based on premiums earned. The models currently used are Chain-Ladder, Bornhuetter-Ferguson, the Loss Ratio
method. Chain-Ladder techniques are used for lines of business with a stable run-off pattern. The
Bornhuetter-Ferguson method, and sometimes the Loss Ratio method, are used for claims years in
which the previous run-off provides insufficient information about the future run-off performance.
The provision for annuities under workers’ compensation insurance is calculated on the basis of a mortality corresponding to the G82 calculation basis (official mortality table).
In some instances, the historic data used in the actuarial models is not necessarily predictive of the
expected future development of claims. For example, this is the case with legislative changes where
an a priori estimate is used for premium increases related to the expected increase in claims. In connection with legislative changes, the same estimate is used for determining the change in the level of
claims. Subsequently, this estimate is maintained until new loss history materialises which can be
used for re-estimation.
Several assumptions and estimates underlying the calculation of the claims provisions are mutually dependent. Most importantly, this can be expected to be the case for assumptions relating to
interest rates and inflation.
Workers’ compensation is an area in which explicit inflation assumptions are used, with annuities for
the insured being indexed based on the workers’ compensation index. An inflation curve that reflects
the market’s inflation expectations plus a real wage spread is used as an approximation to the workers’ compensation index.
For other lines of business, the inflation assumptions, because present only implicitly in the actuarial
models, will cause a certain lag in predicting the level of future losses when a change in inflation occurs. On the other hand, the effect of discounting will show immediately as a consequence of inflation
changes to the extent that such changes affect the interest rate.
Other correlations are not deemed to be significant.
Liability adequacy test
Tests are continuously performed to ensure the adequacy of the insurance provisions. In performing
these tests, current best estimates of future cash flows of claims, gains and direct and indirect claims
handling costs are used. Any deficiency results in an increase in the relevant provision, and the adjustment is recognised in the income statement.
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Employee benefits
Pension obligations
The Group operates various pension schemes. The schemes are funded through contributions to insurance companies or trustee-administered funds. In Norway, the Group operates a defined-benefit plan.
In Denmark, the Group operates a defined-contribution plan. A defined-contribution plan is a pension
plan under which the Group pays fixed contributions into a separate entity (a fund) and will have no
legal or constructive obligation to pay further contributions. In Sweden, the Group complies with the
industry pension agreement, FTP-Planen. FTP-Planen is primarily a defined-benefit plan as regards the
future pension benefits. Försäkringsbranschens Pensionskassa (FPK) is unable to provide sufficient information for the Group to use defined-benefit accounting. The plan is therefore accounted for as a
defined-contribution plan.
For the defined-benefit plan recognised in the statement of financial position, an annual actuarial calculation is made of the capital value of the future benefits to which employees are entitled as a result
of their employment with the group so far and which must be disbursed according to the plan. The
capital value is calculated using the Projected Unit Credit Method, which are based on input Cf. note
19.
The capital value of the pension obligations less the fair value of any plan assets is recognised in the
statement of financial position under pension assets and pension obligations, respectively, depending
on whether the net amount is an asset or a liability.
In case of changes to assumptions concerning the discounting factor, inflation, mortality and disability
or in case of differences between expected and realised returns on pension assets, actuarial gains or
losses ensue. These gains and losses are recognised under other comprehensive income.
In case of changes to the benefits stemming from the employees' employment with the group so far,
a change is seen in the actuarially calculated capital value which is considered as pension costs for
previous financial years. The change is recognised in the results immediately. Net finance costs for the
year are recognised in the investment return. All other costs are recognised under insurance operating
costs. The plan is closed for new business.
Other employee benefits
Employees of the Group are entitled to a fixed payment when they reach retirement and when they
have been employed with the Group for 25 and for 40 years. The Group recognises this liability at the
time of signing the contract of employment.
In special instances, the employee can enter into a contract with the Group to receive compensation
for loss of pension benefits caused by reduced working hours. The Group recognises this liability based
on statistical models.
Income tax and deferred tax
The Group expenses current tax according to the tax laws of the jurisdictions in which it operates.
Current tax liabilities and current tax receivables are recognised in the statement of financial position
as estimated tax on the taxable income for the year, adjusted for change in tax on prior years’ taxable
income and for tax paid under the on-account tax scheme.
Deferred tax is measured according to the statement of financial position liability method on all timing
differences between the tax and accounting value of assets and liabilities. Deferred income tax is
measured using the tax rules and tax rates that apply in the relevant countries on the statement of
financial position date when the deferred tax asset is realised, or the deferred income tax liability is
settled.
Deferred income tax assets, including the tax value of tax losses carried forward, are recognised to
the extent that it is probable that future taxable profit will be realised against which the temporary differences can be offset.
Deferred income tax is provided on temporary differences concerning investments, except where Tryg
controls when the temporary difference will be realised, and it is probable that the temporary difference will not be realised in the foreseeable future.
Other provisions
Provisions are recognised when the Group has a legal or constructive obligation because of an event
prior to or at the statement of financial position date, and it is probable that future economic benefits will
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flow out of the Group. Provisions are measured at the best estimate by management of the expenditure required to settle the present obligation.
Provisions for restructurings are recognised as obligations when a detailed formal restructuring plan
has been announced prior to or at the statement of financial position date at the latest to the persons
affected by the plan.
Own insurance is included under other provisions. The provisions apply to the Group’s own insurance
claims and are reported when the damage occurs according to the same principle as the Group’s other
claims provisions.
Debt
Debt comprises debt in connection with direct insurance and reinsurance, amounts owed to credit institutions, current tax obligations and other debt. Derivative financial instruments are assessed at fair
value according to the same practice that applies to financial assets. Other liabilities are assessed at
amortised cost based on the effective interest method.
Debt related to leasing and the external investors share of Kapitalforeningen Tryg invest are included
in Other debt.
Cash flow statement
The consolidated cash flow statement is presented using the direct method and shows cash flows from
operating, investing and financing activities as well as the Group’s cash and cash equivalents at the
beginning and end of the financial year. No separate cash flow statement has been prepared for the
parent company because it is included in the consolidated cash flow statement.
Cash flows from operating activities are calculated whereby major classes of gross cash receipts and
gross cash payments are disclosed.
Cash flows from investing activities comprise payments in connection with the purchase and sale of
intangible assets, property, plant and equipment as well as financial assets and deposits with credit
institutions.
Cash flows from financing activities comprise changes in the size or composition of Tryg’s share capital
and related costs as well as the raising of loans, repayments of interest-bearing debt and the payment
of dividends.
Cash and cash equivalents comprise cash and demand deposits.
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Tryg Forsikring A/S (parent company)
Income statement
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Statement of comprehensive income

Tryg Forsikring, Annual report 2018, page 103

Statement of financial position
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Statement of financial position
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Statement of changes in equity
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Organisation chart
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Glossary

The financial highlights and key ratios of Tryg Forsikring
have been prepared in accordance with the Executive Order issued by the Danish Financial Supervisory Authority
on the Financial Reports for Insurance Companies and
Multi-Employer Occupational Pension Funds and also comply with ‘Recommendations & Ratios’ issued by the Danish
Finance Society.
Gross premium income
Calculated as gross premium income adjusted for change
in gross premium provisions, less bonuses and premium
discounts.
Gross claims ratio
Gross claims x 100
Gross premium income
Net reinsurance ratio
Profit or loss from reinsurance x 100
Gross premium income
Gross expense ratio
Gross insurance operating costs x 100
Gross premium income
Combined ratio
The sum of the gross claims ratio, the net reinsurance ratio
and the gross expense ratio.
Operating ratio
Calculated as the combined ratio plus insurance technical
interest in the denominator.
Claims + insurance operating costs + profit or loss from
reinsurance x 100
Gross premium income + insurance technical interest
Relative run-off gains/losses
Run-off gains/losses net of reinsurance relative to claims
provisions net of reinsurance, beginning of year.
Discounting
Expresses recognition in the financial statements of expected future payments at a value below the nominal
amount, as the recognised amount carries interest until
payment. The size of the discount depends on the marketbased discount rate applied and the expected time to payment.

Claims ratio, net of ceded business
Gross claims ratio + net reinsurance ratio payment.
Unwinding
Unwinding of discounting takes place with the passage of
time as the expected time to payment is reduced. The
closer the time of payment, the smaller the discount. This
gradual increase of the provision is not recognised under
claims, but under technical interest in the income statement.
Percentage return on equity after tax
Profit for the year after tax x 100
Average equity
Danish general insurance
Comprises the legal entities Tryg Forsikring A/S, (including
Finnish and German guarantee branch), Tryg Livsforsikring
A/S, Forsikrings-Aktieselskabet Alka, Alka Liv II and excluding the Norwegian and Swedish branches.
Norwegian general insurance
Comprises Tryg Forsikring A/S, Norwegian branch.
Swedish general insurance
Comprises Tryg Forsikring Forsikring A/S, Swedish branch.
Solvency II
New solvency requirements for insurance companies issued by the EU Commission. The new rules came into force
at 1 January 2016.
Run-off gains/losses
The difference between the claims provisions at the beginning of the financial year (adjusted for foreign currency
translation adjustments and discounting effects) and the
sum of the claims paid during the financial year and that
part of the claims provisions at the end of the financial year
pertaining to injuries and damage occurring in earlier financial years.
Own funds
Equity plus share of qualifying subordinate loan capital and
profit margin (solvency purpose), less intangible assets,
tax asset and proposed dividend.
Solvency ratio
Ratio between own funds and the capital requirement
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Disclaimer
Certain statements in this annual report are based on the beliefs of our management as well as assumptions made by and information currently available to the management. Such statements may constitute
forward-looking statements. These forward-looking statements (other than statements of historical fact)
regarding our future results of operations, financial condition, cash flows, business strategy, plans and
future objectives can generally be identified by terminology such as “targets,” “believes,” “expects,”
“aims,” “intends,” “plans,” “seeks,” “will,” “may,” “anticipates,” “would,” “could,” “continues” or similar
expressions.
A number of different factors may cause the actual performance to deviate significantly from the forwardlooking statements in this annual report, including but not limited to general economic developments,
changes in the competitive environment, developments in the financial markets, extraordinary events
such as natural disasters or terrorist attacks, changes in legislation or case law and reinsurance.
Tryg Forsikring urges readers to refer to the section on risk management available on the Group’s website for a description of some of the factors that could affect the company’s future performance and the
industry in which it operates.
Should one or more of these risks or uncertainties materialise or should any underlying assumptions
prove to be incorrect, the Tryg Forsikring Group’s actual financial condition or results of operations could
materially differ from that described herein as anticipated, believed, estimated or expected. Tryg Forsikring Group is not under any duty to update any of the forward-looking statements or to conform such
statements to actual results, except as may be required by law.
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