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Disclaimer
Certain statements in this presentation are based on the beliefs of our management as well as assumptions made by and information currently available to the management. Forwardlooking 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”, “continues” or similar expressions.
A number of different factors may cause the actual performance to deviate significantly from the forward-looking statements in this presentation 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.
We urge you to read our annual report available on tryg.com for a discussion of some of the factors that could affect our future performance and the industry in which we operate.
Should one or more of these risks or uncertainties materialise or should any underlying assumptions prove to be incorrect, our actual financial condition or results of operations could
materially differ from that described herein as anticipated, believed, estimated or expected.
We are 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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Tryg at a glance (I)
A leading Nordic non-life insurance company

• Tryg’s history dates back to the 18th century
• Non-life insurer in Denmark, Norway and Sweden
• Retail (Private & SME) is approx. 80% of total premiums

Norway
Market position: #3
Market share: 13.2%
CR in Q1 18: 93.9 %

• Motor, Property and Accident & Health are Tryg’s main

Sweden
Market position: #5
Market share: 3.2%
CR in Q1 18 : 91.0%

product lines

• TryghedsGruppen, a mutual foundation rooted in Denmark,
owns 60% of the company

• Members’ Bonus scheme introduced in Denmark in 2016
expected to boost retention long term

Premium split - Business area
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Premium split - County

Denmark
Market position: #1
Market share: 17.9%
CR in Q1 18 : 82.6%

Premium split - Business products 2017

Tryg at a glance (II)
Strong value propositions
High insurance penetration in the Nordics

I

Premiums per capita (USD), 2016

A leading Scandinavian non-life insurer with strong
presence in Denmark and Norway (most profitable
markets)

II

Strong and stable earnings and high returns on capital
employed

III

Low risk balance sheet with conservative investments
allocation

IV

Robust capitalization and relatively low leverage, “A1”
IFSR rating by Moody’s

V

Strong customer relationships with very high retention

Retention rate – Tryg Private
DK

Tryg’s combined ratio development
87.7

VI
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Attractive dividend profile

84.2

86.8

86.7

84.4

Resilient business model through cycles
Technical result and Return on Equity

• Non-life earnings relatively insensitive to
economic developments/cycles

DKKm

•

Differently from banking there is only a
modest relation between non-life earnings
and economic cycles

• Highly attractive profitability, industry

leading Combined ratios and Returns on
capital (ROE average around 20%)

• Stable operating result and proven track
record of a solid cash flow generation

• Reinsurance helps smoothing returns
• Only one quarterly loss in the last ten
years due to extreme winter weather
(Q1 2010)
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* Adjusted for one-offs

Premium growth in local currencies

ROE

Reinsurance used as stabilizing earnings factor
• Our maximum net exposure for weather claims is DKK 150m per
event. The upper limit of the programme is DKK 5.75bn, which is

Weather claims, net DKKm

statistically sufficient to cover at least a 250-year event.
Expected annual

Tryg has bought an additional ‘horizontal’ reinsurance programme

level 2018: DKK
500m

which will cover any weather claims in excess of DKK 300m up to DKK
600m. Weather claims have to be approx. DKK 20m to be included in

the ‘horizontal’ agreement.

• Our maximum annual net exposure to a single large Property claim
is DKK 100m which falls to DKK 75m in case of a second event and
DKK 50m in case of a third/fourth event, maximum exposure is
DKK 25m thereafter. This is based on our general reinsurance

Large claims, net DKKm

programme.
Expected annual

Reinsurance stabilizes earnings

level 2018: DKK
550m

105%
100%
95%
90%
85%
80%
75%
70%
65%

2011

2012

2013

2014

2015

2016

Combined ratio before reinsurance
Combined ratio after reinsurance
95% confidence interval before reinsurance
95% confidence interval after reinsurance
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2017

Customer retention amongst highest in the industry
• High customer retention level at 86-91%
• Recent quarters showing an improving trend

Private – Customer retention

• Normally retention falls only in period of relatively high

DK

price increases otherwise it remains very stable

• Retention is a key financial measure as it is very

expensive to “acquire” new customers hence
maintaining a very high retention helps in lowering costs

• A gradually changing distribution model (more digital) it
is also likely to help in reducing costs

• Danish customers received their third member bonus

from Tryghedsgruppen, which is expected to boost
customer loyalty and customer targets more generally
Commercial – Customer retention

Every 5th Dane receives a bonus!
8% in 2017

‘I expect to be in Tryg next year’
Have heard about Customer bonus

Have not heard about Customer Bonus

93%
81%

Retention rate increase by 1% gives approx.
DKK 50-150m reduction in expenses on group level
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Insurers’ perception DKK vs other EU countries
Danish customers completely and strongly agree

• Overall I am very satisfied with the
services of my insurance company

• My insurance agent only sold me
insurance coverage that I really needed

• My present insurance coverage offers
me enough flexibility

• Claims: my insurance company in
uncomplicated and helpful way

• I have full confidence in my personal
insurance agent

• My insurance is more cost effective than
most other insurances

Source: IBM Institute for Business Value and I.VW University of St. Gallen 2007 Insurance Study
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Underlying claims ratio improving
Claims ratio, net (Commercial DK & NO)
Group underlying claims ratio at 76.6, 40bps better than adjusted Q1 2017
Private underlying claims ratio at 75.0, 50bps better than Q1 2017
Corporate profitability remains under pressure
“Expected FY 2018 underlying claims ratio better than FY 2017”

Group
Claims ratio, net (Corporate)

Underlying development is adjusted for run-off, large claims, weather claims and interest.

Private (DK & NO)

Underlying development is adjusted for large claims, weather claims, run-off and interest.
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Claims ratio, net (Sweden)

Expense ratio of 14 - lower than Q1 2017
Expense ratio

• Efficiency Initiatives in 2017 brought down
overall costs

• Investments in digitalisation will somewhat
offset further efficiency gains

• Expense ratio target for 2020 around 14%
• Number of employees increased slightly due to
in-sourcing of IT employees

As reported

Expense ratio by business areas
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Adjusted for one-offs

FTE - Development

Conservative asset allocation and low volatility
Key comments

Market risk as % of total investments, YE 17

• Low risk approach to investments
Market risk as % of total investments well below peers

• Investments split in a match portfolio (matching the
insurance reserves) & free portfolio (capital of the company)
• Match portfolio “guidance” is around zero long term
• Matching of assets and liabilities implies lower net capital
requirement in Solvency II (approx. DKK300m capital charge
for match portfolio)
Portfolio FY 17 (DKK 43bn)

93% of fixed income portfolio is rated AAA

Total assets
DKK 43bn

Match portfolio
DKK 32bn

Splitting up the portfolio ‘riskwise’

Free portfolio
DKK 11bn

Sweden
DKK 4 bn
Denmark
DKK 19 bn

Norway
DKK 9 bn

* 23% in BBB-B category of which 13% are investment grade and
10% high yield
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Nordic insurers’ investment return interval
Min

Return

Max

5.0%

2.5%

0.0%

-2.5%

-5.0%
Topdk

Alm.Br.

If

Gjensidige Sparebank1

Tryg

• Data are based on quarterly observations starting in 2007 til Q3 2017
• Tryg, clearly below peers investment risk, results in a more stable investment return with a relatively lower swing
between minimum and maximum return

• The key focus is on the high and sustainable technical result, investment income is seen as support but expected
returns remain low (considering current level of interest rates and that 93% of fixed income is AAA)

• Danish insurers use mark to market accounting (Danish FSA rules) while Gjensidige holds to maturity a large part
of its bonds while If…books through NAV as opposed to the P&L some of the investment income
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Solvency ratio Tryg Group vs Tryg Forsikring

• Tryg Forsikring AS (the issuer) and Tryg AS (group consolidated) have had virtually the same
solvency position since the implementation of Solvency 2

• The Alka acquisition in Q4 2017 changed the reported picture as the new money (new equity of
DKK4bn) raised in December was not down-streamed from Tryg AS to to Tryg Forsikring AS as
in March a total dividend of approximately DKK1.5bn (DKK1.0 extraordinary and DKK500m
ordinary dividend) was known to be paid and additionally a Q1 2018 (paid in April) dividend of
approximately DKK500m was also expected.

• There was a difference in Own funds of approximately DKK2bn between Tryg Group
AS and Tryg Forsikring AS at year-end 2017 reflecting the explanation above,
adjusting for these items the Solvency ratio would have been virtually the same

• As per Q1 2018 the difference was strongly reduced as Tryg Forsikring AS reported a solvency

ratio of 295 vs while Tryg Group was at 283. The difference is driven by approximately
DKK500m (Q1 dividend paid), it is expected that the Q2 Solvency ratios will be closely aligned.
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Solvency position Q1 2018
Own funds walk
13,900

•

426

13,700

-499

Solvency ratio based on the Partial Internal Model
is 283 (Q4 2017: 281) or 197 adjusted for the
Alka capital increase.

13,500
13,300

68

-47

• Own Funds (OF) is primarily impacted by

13,100
12,900
12,700
12,500

13,162

13,110

• Result Q1 2018 of DKK 426m
• Dividends of 499m DKK (Q1 2018)

12,300

Own Funds
Q1 '18

Miscellaneous

Subordinated
debt

Cash dividend

Results
Q1 '18

Own Funds
Q4 '17

12,100

SCR is primarily impacted by

• Lower market risk capital charge driven

Solvency capital requirement walk

by the drop in equity markets

• Property exposure still slightly below

4,800

-13

4,600
4,500

targeted level impacts SCR positively by
approximately DKK 50m

-99

4,700

37

-13

29

•

4,684

4,625

4,400
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SCR
Q1 '18

Diversification

Non-Life

Default

Health

Market

SCR
Q4 '17

4,300

Based on Solvency II Standard Formula the
solvency ratio is 227 (Q4 2017: 225).

Capital and solvency ratio development
Capital Tiers as % of SCR

•

2,313

50%

619

13%

• The Danish FSA has explained that a ratio lower than
125 would result in increased surveillance

CETier 1
10,178

220%

• Once the Alka deal is finalized the expected Solvency

ratio should be around 170 (DKK5.2bn of intangibles to
be added to Own Funds), at that point the remaining
Tier 1 capacity will be around 150m (after the current
Tier 1 issue of 500m)

ATier 1
Tier 2

Q1 '18
DKKm

Tier 2 capacity fully utilised after issue of SEK 1bn
subordinated debt 19 May 2016.

Q1 '18
% of SCR

• The Tier 1 capacity is calculated as 25% of the Core
Equity minus existing Tier 1 instruments

Solvency ratio development

•
DKK 4bn
raised for
the Alka
acquisition
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Solvency ratio development mostly a function of net
profits (+) and dividends (-). Underlying development
should remain pretty stable.

Solvency ratio sensitivities
300%
290%

295%
286%

283%
280%

280%

289%

286%
278%

282%

281%

285%

282%

289%

286%

285%
281%

279%

272%
270%
260%

2018

•

Property

Interest

Spread
(Covered)

Spread
(Corporate)

Spread
(Government)

NOK/DKK

SEK/DKK

The Solvency II ratio shows the highest sensitivity to spread risk for covered bonds
•
•
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Equity

Assumption is for a 100bps widening/narrowing of our entire fixed income book (Danish government bonds, Danish
mortgage bonds, Norwegian government bonds, high yield etc.)
Biggest spreads sensitivity (by far) in the fixed income area is towards covered bonds. Corporate and Government
bonds sensitivities are low as exposure to these assets classes is low

•

The Solvency II ratio is not highly sensitive to equity markets movements as most of the ‘Own
funds’ hit from a sharp fall in equity markets would be offset by a lower capital requirement (lower
market values combined with the effect of a reduced charge due to equity-dampener)

•

Interest rate risk is very low as function of our matching strategy

Lower currencies sensitivities driven by a SEK issue

Sensitivities before and after new Tier1 loan

Key comments
• Tryg’s presence in the three Nordic countries means exposure
to fluctuations in the local currencies NOK and SEK in regards
to both financial results and solvency ratio

SEK/DKK

• Tryg has chosen a currency hedge strategy that is focusing on
mitigating the currency impact on financial results. However
this introduces volatility with regards to the solvency ratio
• The overall impact (net move of Own Funds and Solvency
Capital Requirement) of a 10% move in NOK/DKK is limited
due to Tryg’s current outstanding subordinated debt in NOK
• The overall impact of a 10% move in SEK/DKK is higher, but
would be reduced through the issuance of subordinated debt in
SEK

Pro forma after
new SEK T1 loan

Q1 2018

Own funds items interested by currencies moves
Own Funds
+ Equity

NOK/DKK

SEK/DKK

No sensitivity due to hedge strategy

- Intangible assets

Negative

Negative

+ Expected future profits

Positive

Positive

+ Subordinated debt

Positive

Positive

17

Targets and outlook
 Efficiency programme concluded, new
financial targets announced

 2018 topline growth between 0-2%
 2018 expected tax rate 22-23%

 Members’ bonus of 8% in June 2018.

 Price increases to offset claims inflation

 No extraordinary dividend to be expected for 2018
under normal business and capital markets
developments

Targets post Alka acquisition
Financial targets, 2020
Technical result

DKK 3.3bn

Combined ratio

≤ 86

Expense ratio

~ 14

ROE after tax

≥ 21%

Customer targets, 2020
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 Alka acquisition will result in annual depreciation of
customer relations of approximately DKK100-150m
within a 5 to 7 years period. Solvency position (hence
dividend capacity) not impacted by the P&L charge

TNPS

70

No. of products per customer

+10 %

ROE after tax (%)

Background material

Strong A1 rating with stable outlook from Moody’s
…reflecting our leading position, strong profitability, strong asset quality & low leverage

Rating and underlying rationale

Key comments

Insurance Financial Strength Rating (IFSR)

•Moody’s affirmed (post the Alka transaction) an “A1”
rating with a stable outlook reflecting Tryg’s:
• Top tier P&C market positions in Denmark and
Norway

A1
(Stable)
Rating

• Relatively low risk of the book of business with
orientation towards short-medium tail/non-industrial
lines

Outstanding subordinated
debt rating

Expected Tier 1 rating

A3 (hyb)

Baa3 (hyb)

• Strong profitability both from a return on capital and
underwriting perspective
• Relatively conservative investment portfolio,
although overall asset quality will be negatively
impacted by the sizeable goodwill from the Alka
acquisition
• Relatively low financial leverage
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Scandinavia vs the rest of the world
Corruption Index Cost
1. New Zealand
2. Denmark
3. Norway
3. Finland
3. Switzerland
6. Sweden
6. Singapore
8. Canada
8. Netherlands
8. UK
8. Luxembourg
…
16.
23.
42.
50.

High insurance penetration in the Nordics
Premiums per capita (USD), 2015
Euro Area
GDP Per Capita, PPP: USD 38,235
Average salary: EUR 1,508
Government Debt: 88.9 % of GDP
Unemployment Rate of Labour Force: 8.5 %

United States
France
Spain
Italy

Source: Transparency International

Sweden
GDP Per Capita, PPP: USD 46,411

Motor Insurance prices

Norway

Average salary: USD 2,720

DK: DKK 4,500
UK: GBP 485 (DKK4,150 in Q3 2017)

GDP Per Capita, PPP: USD 63,811

Government Debt: 41.6 % of GDP

Source: ABI (Association of British Insurers)

Average Salary: USD 3,502

Unemployment Rate of Labour Force: 6.3 %

Government Debt: 35.6 % of GDP
Unemployment Rate: 4.0 %

Top 10 empathetic countries in the world
1. Ecuador
2. Saudi Arabia
3. Peru
4. Denmark
5. United Arab Emirates (UAE)
6. Korea
7. United States
8. Taiwan
9. Costa Rica
10. Kuwait
Source: Michigan State University, Journal of Cross-Cultural Psychology
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Denmark
GDP Per Capita, PPP: USD 45,686
Average salary: USD 3,435
Government Debt: 37.8 % of GDP
Unemployment rate: 4.1 %

Restricted Perpetual Tier 1 Capital Notes
Non-binding summary of key terms from Preliminary Prospectus dated 12 April 2018
Issuer:

Tryg Forsikring A/S

Status of the Notes

Tier 1 Own Funds of the Issuer and the Group under Solvency II. Direct, unsecured and subordinated
obligations of the Issuer, ranking junior to Tier 2 and Tier 3 Capital and any other unsubordinated creditors.

Moody’s Ratings:

A1 (Issuer Rating) / Baa3 (Expected Instrument Rating)

Expected Issue Volume:

[DKK 500 million] or [SEK equivalent]

Maturity / Issuer Call Options:

Perpetual / callable after [5.5] years and every Interest Payment Date thereafter. Conditional calls on either
a Capital Disqualification Event, a Rating Agency Event, a Taxation Event, or an Accounting Event

Interest:

If Floating Rate, equal to 3 months CIBOR + [Margin] or 3 months STIBOR + [Margin], payable quarterly in
arrears; or
if Fixed Rate, equal to DKK [5.5] year Mid swap + [Margin], or SEK [5.5] year Mid Swap + [Margin], up to
and including the first call date, thereafter 3 month CIBOR + [Margin] or 3 months STIBOR + [Margin]
Interest may be cancelled at the Issuer’s sole and absolute discretion on any Interest Payment Date.

Interest Cancellation:

The interest cancellation will be mandatory in case of its non-compliance with the Solvency Capital
Requirement or Minimum Capital Requirement, insufficient amount of Distributable items, or if required by
the Danish FSA
All cancelled interest payments are non-cumulative
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Principal Write-Down /
Reinstatement:

Upon a Trigger Event, the Outstanding Principal Amount will be partly or fully written down at the Issuer’s
discretion. Following any reduction of the Outstanding Principal Amount, the Issuer may, at its discretion,
reinstate some or all of the principal amount of the Notes, as defined in the Prospectus

Trigger Event:

a) Own Fund Items ≤ 75% of the Solvency Capital Requirement, or
b) Own Fund Items ≤ 100% of the Minimum Capital Requirement, or
c) Breach of the Solvency Capital Requirement has occurred and has not been remedied within 3 month

Substitution and Variation:

The Issuer may substitute or vary the conditions of the Notes (in whole only) upon a either a Capital
Disqualification Event, a Rating Agency Event, a Taxation Event, or an Accounting Event
so that they become or remain Qualifying Notes

Governing law / Listing:

Danish law / An application will be made for the bonds to be listed on [Oslo Børs]

Denominations / Clearing:

DKK 1,000,000 or SEK 2,000,000 / VP Securities A/S

Joint Lead Managers:

Danske Bank & SEB

Key investment considerations
Nordic footprint | Lean operations | High profitability | Strong capitalization
Focused Nordic non-life insurance company, with proven
operations and favourable outlook, diversified across both
countries and products

1

Operates in mature markets, with high entry barriers and
customer retention rates, dominated by listed established key
players focused on efficiency and returns on capital

2

Profitability has been high and improving in recent years due to
efficiency programmes and low customer price sensitivity

3
4
5
6
7
8
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Aiming to achieve a combined ratio of ≤ 86 and expense ratio ~
14 in 2020

ROE after tax has been 19% on average the last 10 years and Tryg
aims to achieve ≥ 21.0% within 2020

Only one quarterly pre-tax loss since 2006 due to very heavy
winter. Re-insurance protects Tryg from large claims and
weather events
Assigned A1 rating with a stable outlook by Moody’s following Tryg’s
leading position in P&C insurance in the Nordic region, its strong
profitability both from return on capital and underwriting, very good
asset quality and a relatively low financial leverage
Strong solvency ratio of 283% (197% excluding the DKK4bn raised
for Alka), this is expected to be around 170% when Alka is included.

Appendix

Distribution of new sales 2017

Private
DK

NO

DK

NO

DK

NO

Commercial

Corporate
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SE

SE

Established ownership structure
60% owned by TryghedsGruppen (foundation) and 40% free float
TOP 10 shareholders

Free float - geographical distribution (2017)

TryghedsGruppen SMBA

60.00 %

Tryg A/S

2.63 %

Nordea Bank AB

2.19%

Blackrock

1.87%

Norges Bank Investment Management

1.54 %

Ameriprise Financial Group

1.19 %

Vanguard Group

0.93 %

JP Morgan Chase & Co

0.63 %

Massachusetts Mutual Life

0.60 %

UBS

0.57 %

TOTAL TOP10

72.2 %

Free float is exclusive of TryghedsGruppen

Shareholders overview year-end 2017

Shareholders holding more than 10,000 shares
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Corporate Social Responsibility in Tryg
Strategic areas:
•

Peace of mind in society: The essence of Tryg’s purpose is to ensure peace of mind in a world that is changing. To increase and ensure peace of
mind, we are actively working to develop and offer insurance products that meet demands in a changing world and ensure that people do not
experience unnecessary challenges or insecurities if they experience an injury or damage to their belongings. An important focus area to ensure
customers peace of mind is Tryg's prevention initiatives. Besides contributing to our customers’ peace of mind, we also want to contribute to peace
of mind in society and at Tryg's locations. Tryg’s initiatives include among others lifebuoys, and the Night Ravens.

•

Tryg as a responsible workplace with responsible management: In Tryg we are actively working to ensure a responsible workplace with focus
on labour rights, diversity as well as an equal distribution of men and women in management positions. We believe that our employees are a very
valuable resource and also key to providing competent and high-quality services to our customers. Tryg has a target to achieve 38% women at
management positions in 2018, and in 2017 the number was 37% compared to 36.4% in 2016. To promote diversity at management level we are a
part of the Danish Diversity Council and have introduced a rotation programme for internal talents in 2017.

•

We also want to take a holistic approach to our operations, hence we do not only focus on our employees in the Nordic region, but also on activities
involving other companies. To mitigate the risk of violating human and labour right through our outsourcing activities, we are actively monitoring our
suppliers with reference to our supplier Code of Conduct.

•

Responsible management is more than the above, which is why we also focus on climate and the environment. Tryg’s business is to a large degree
affected by extreme weather events, which also represents a risk to Tryg, since these events can increase the number and frequency of climaterelated claims. In 2017 we reduced our carbon emissions by an estimated 0.96% compared to the actual emissions in 2016 while also obtaining the
Eco-Lighthouse certification in Norway. At the same time we also continuously focuses on finding solutions which can prevent damage from
happening in the first place, since we believe this is a way to increase peace of mind for customers and society.

•

Competent and responsible customer relations: We work pertinacious
to handle our customer with respect and offer the same highly competent
service to everyone. In 2017, we introduced the Tryg experience which
describes five valuable steps in our customer dialogue. We recognize that
different customers have different needs, and therefore we are also working
to ensure that individual dialogues are based on the exact needs of the
individual customer.

Tryg’s CSR strategy house

Tryg’s CSR policy, anti-corruption policy, tax policy, responsible
investment policy as well as Code of Conduct can be found online at
http://tryg.com/en/csr/csr-strategy/csr-policy/index.html
* 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.
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Economic key figures
Denmark
%

Sweden
2018

2019

2018

2019

GDP Growth

1.9

1.7

GDP Growth

2.6

2.0

Inflation

1.2

1.5

Inflation

1.8

1.8

Unemployment

4.0

3.7

Unemployment

6.6

6.5

Current account balance in
% of GDP

8.1

7.5

Current account balance in
% of GDP

4.8

5.5

Budget balance in % of GDP

-0.4

-0.2

Budget balance in % of GDP

0.8

0.7

Public debt in % of GDP

35.2

34.4

Public debt in % of GDP

36.9

34.9

Norway
%

2018

2019

GDP Growth (mainland)

2.5

2.2

Inflation

1.7

1.6

Unemployment

3.7

3.2

Current account balance in
% of GDP

7.2

7.1

Budget balance in % of GDP

2.5

2.7

Public debt in % of GDP

0.0

0.0

Source: Economic Outlook, Nordea Markets, January 2018
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