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T HE Spanish economy has entered 
into clear recession, partly because 

the European economy has failed to re- 
cover and domestic problems have in- 
tensified. The first half of 1992 featured 
the Olympic Games held in Barcelona 
and the Expo in Seville, which generated 
a good deal of optimism and bolstered 
economic indicators. This was followed 
by marked deterioration during the se- 
cond half of the year, which culminated 
in negative growth in the fourth quarter. 
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The gross national product (GNP) 
grew a total of 1% during 1992, a rate 
similar to that recorded in the E.C. but 
which is 1.3 percentage points lower than 
in 1991. A reactivation is not expected in 
1993, and thus the year may end with a 
negative rate of circa 0,5Oh. 

In 1992 interna1 demand was 1.4 per- 
centage points lower than in 1991, but 
public and private consumption in- 
creased by 3.7% and 2.6% respectively 
as compared to the previous year. This 
data indicates reduced investrnents, as 

gross capital development showed a neg- 
ative rate of 2.7%. This trend will continue 
in 1993, as a decrease of 1.8% compared 
to 1992 is anticipated. 

The statistics provided by the Spanisb 
Customs Authorities indicate that imports 
grew 5.5% compared to 1991, reaching a 
total of 10.2 billion pesetas, while exports 
totalled 6.6 billion with an increase of 
6.1% over the 1991 rate. This data means 
that the coverage rate improved by 3 
tenths of a percent. However, the com- 
mercial deficit increased By 4.4% as com- 
pared to 1991, reaching 3-4 billion pese- 
tas. Estimates for 1993 indicate an im- 
provement in  this item, moreso after the 
two devaluations of the Peseta in Sep- 
tember and Novernber of 1992 and a third 
in May of 1993. 

The hosting of the EXPO and the Olym- 
pic Garnes in Spain is perhaps the reason 
why 1992 was a record year for tourist 
influx. There were 55.3 million visitors 
who accounted for income of US $21,034 
million. The net balance amounted to US 
$16,285 million after deducting expendi- 
ture made by Spaniards under this head- 
ing and which involved outlays of US 
$4,749 rnillion. The outlook for 1993 is 
optimistic. 
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The total Spanish population in 1992 
was 39.0 million people, of which 15.1 
million made up the working population, 
¡.e. 38.8% of the total. There were 2.8 mil- 
lion unemployed in 1992, ¡.e. 18.4% of 
the work force. The above data shows a 
backslide from the 1991 figures, as it 
means that over 314,000 people have be- 
come unemployed. If the above data is 
worrisome, the data for the last quarter 
of 1992, which put the unemployrnent fig- 
ure at 3.0 million, and that for the first 

quarter of 1993, which shows that 3.3 mil- 
lion of the work force are unemployed, 
is alarming, moreso when there are no 
signs of recovery. 

The Consumer Price lndex (C.P.I.) 
grew by 5.4% one tenth lower than that 
recorded in 1991. However, average in- 
flation did not vary with regard to 1991 
and remained at 5.9%. Underlying infla- 
tion, ¡.e. not accounting for food and 
energy, was 6.9%; the service sector was 
responsible for this high rate. The infla- 
tion differential with the E.C. was 1.7 per- 
centage points, while the difference com- 
pared with the 3 countries with the best 
rate was 3.5 percentage point's. 

The Spanish State's consolidated 
budgets for 1993 anticipate public ex- 
penditure of 26.0 billion pesetas, which 
is an increase of 9.8% over 1992. There 
is an 8.3% increase in revenues over 1992, 
which amount to 22.5 bitlion pesetas. 
Thus, state deficit requirements wil l  
amount t o  3.5 bil l ion pesetas. 

Figures in thousands of millions of Pts. Source: Bank of Spain. 



THE MAIN FEATURES OF THE INSURANCE 
MARKET IN 1992 

F viewed from an economic stand- 
point, the growth of the insurance sec- 

tor can be considered very positive. Ac- 
cording to provisional data, Direct Insu- 
rance premiurns and charges amounted 
to 2,459,507 million pesetas, 16.6% more 
than in 1991. 

Prerniums and charges for life assu- 
rance branches rase from 657,854 million 
pesetas in 1991 to 788,843 rnillion pesetas 
in 1991, which is an increase of 19.9%. It 
should be noted that single premiums 

other reasons, by the drop in car sales in 
the rnarket. 

In the Health Care branch, which re- 
flects the increased demand for this ty- 
pe of cover as a complement to social 
security, the volume of premiurns plus 
charges amounted to 203,968 million 
pesetas, which is a 19.9% increase over 
1991. 

On the contrary, the traditional Fire and 
Marine insurance branches clearly reflect- 
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have been steadily growing since 1990; 
they increased 27.6%, thus amounting to 
330,476 million pesetas. 

Premiums and charges for non life in- 
surance branches grew by 15.2O/0, reach- 
ing a total of 1,670,663 million pesetas, 
which can be considered satisfactory. Sig- 
nificantly, the branches focusing on fam- 
ily and personal covers grew more than 
corporate-related branches. 

Table 6 shows a graph of growth in di- 
rect insurance premiums compared to the 
Spanish GNP. The ever-increasing weight 
of the insurance sector is apparent here. 

Premiums and charges in the Motor 
lnsurance branch grew by 14%, some- 
what less than the growth recorded in 
1991 and which can be explained, among Source; UNESPA and M. E. H. 



ed the economic slump, growing 1.6O10 
and 9.2% respectively, with premiums 
plus charges amounting to 42,851 million 
pesetas in the former and 46,910 million 
pesetas in the latter. Even though the 
Third Party Liability lnsurance branch in- 
creased by 20.6%, premiums having 
reached an amount of 49,276 million pese- 
tas, the results are worrisome. 

Table 10 below gives the ranking of 
the ten major insurance groups operating 
in Spain in 1992. It should be noted that 
only the companies that in effect formed 
groups on the final date of this report, 31 
December 1992, have been included. 
However, it should also be noted that 
both in 1992 and 1993, the creation of 
new groups, holdings, joint ventures, etc., 
have been witnessed, which although 
they are not exactly unitary operating 
groups, do forrn a community of interests 
and collaboration. 

Tables 11 and 12 show the ranking of 
the ten major life and non life assurance 
groups. As anticipated in the last report 
there have been important changes, in- 
cluding the outstanding presence of three 
Swiss companies and the fact that the 
BCHA group has risen to second place 
in the non life branch ranking. 

As regards the life assurance ranking, 
we should note the outstanding perfor- 
mance of the companies held by finan- 
cial institutions that hold the first four 
places, in al1 of which foreign groups 
currently have a shareholding. Both ta- 
bles indicate that the growth of the first 
ten groups exceeds the market average 
and consequently they corner a growing 
market share in the life assurance rank- 
ing, this effect is even more obvious due 
to the presence of ban k-owned cornpa- 
nies. 
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I HE MOST OUTSTANDING FEATURES 
IN 1992, BY CLASS OF BUSINESS 

LlFE ASSURANCE 

Life assurance premiurns issued in 1992 
arnounted to 788,844 million pesetas, 
which represent an increase of 19.9% 
over 1991. Growth was slower than in 
the previous year as a result of less fa- 
vourable rnarket conditions, new fiscal 
rneasures, and the slower rate of growth 
in premiums issued through the bank dis- 
tribution systern. 

lion pesetas, which is a 48.1% increase 
over the preceding year. 

Personal and Employee pension plans, 
with 29,950 and 505,395 million pesetas 
respectively, showed increases of 31.3% 
and 1 1.9% compared to 1991. 

The Health Care and Medical brances 
evolved favourably dueto the public de- 
mand for these services as an alterna- 
tive or complement to the National Health 
Service. 

By class regular premiums reached 
458,367 rnillion pesetas, increasing by 
14.9% compared to 1991, and single pre- 
miums arnounted to 330,476 rnillion pese- 
tas, which is indicative of the consoli- 
dation of this class within the insurance 
sector as recorded growth was 27.6% 
compared to 1991. 

In spite of the economic recession, the 
life assurance branch performed well as 
a result of continued demand for Pension 
Ptans and as it has been identified as a 
prevention and savings system. 

With assets of 961,409 rnillion pesetas, 
pension fund beneficiaries exceeded one 
million. Personal pension plans grew the 
most in 1992 with assets of 426,064 mil- Raies of increase in respect ol previous year 



The life assurance branch is expected This growth can be considered notable 
to grow notably in 1993, mainly in the if the branch's past experience is taken 
regular premium class, although there into account. Distribution by credit cards 
may be a slight decrease in the ratio of and the introduction of new formulas for 
defaults, reductions and redemptions as personal covers such as monthly pay- 

a result of the economic situation. Like- 
wise, Pension Plans, particularly the Per- 
sonal Pension Schemes, will have posi- 
tive growth. As regards the Health insu- 
rance market, a significant increase is 
expected in insurance that guarantees 
reimbursement of medical expenses, as 
they provide policyholders with special- 
ized services of concerted health care. 

ment formulas, mainly intended for family 
protection, explain this increase in pre- 
miums. 

The rate of management expenses 
dropped from 41.3% in 1991 to 39.2% in 
1992, which is still quite high although it 
has improved by two percentage points. 
Loss rate for 1992 stayed at the same 
leve1 as in 1991, ¡.e. 46.7%. The overall 
branch results are again very favourable, 
with profits of 12.9%. 

No change in the positive trend of this 
branch is anticipated in 1993, although 
competition between the different com- 
panies which rnarket this class of insu- 
rance is strong. 

Premiums for the Personal Accident 
branch amounted 9,932 million pesetas, 
with 12.6% growth over 1991. 



In 1992, premiurns issued in the motor 
insurance branch, which represent 47.5% 
of the non life total, amounted to 795,006 
million pesetas, which is a 14% increase 
over 1991. 

Despite the increase in motor insu- 
rance rates, which overall was 10%, the 
growth rate was lower than the total of 
al1 non life branches due to the low net 
increase in the number of policies, which 
was only 3.2% in 1992 partty due to the 
drop in new car sales. 

Claims experience was somewhat bet- 
ter with a rate of 82.4% of earned pre- 

miums, which is 3.7 percentage points 
less than in 1991. This reduction stems 
from a lower frequency in both of per- 
sonal and material damages. However, 
the average cost of claims has continued 
on an upward trend. 

Management costs dropped 1.8 per- 
centage costs over premiums issued. Con- 
sequently, the result on earned premiums 
in 1992 gives rise to a loss of 10.3%, 
which though negative is an improvement 
cornpared to 1991. 

Forecasts for 1993 point to an increase 
in premiums of circa 12%, 3% of which 
would correspond to a net increase in 
new policies. Although the new limits of 
cover for Compulsory lnsurance came 

Y ear Pramiumi % A  % %lntemd %Elciemd - Z 
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Rates of increase in respect of previous year. 

into effect on 1 January 1993, it is antic- 
ipated that the loss rate will continue to 
decline due to the lower claims rate and 
reduced vehicle traffic resulting from the 
economic recession. 

TRAVEL ASSISTANCE 

Growth in this branch during 1992 sur- 
passed the forecasts made at the begin- 
ning of the year, reaching 22,580 million 
pesetas in premiums issued, which is a 
24.6% increase over 1991. 

Both loss rates over earned premiums 
and management costs have improved 
as compared to 1991, and conseqti9htiy 



the 1992 result shows a profit of 24.2% 
on earned premiums. 

The trend in 1993 is toward a rise in 
losses and reduced profit rnargins due 
to strong competition between the dif- 
ferent companies operating in this 
branch. 

M U L I  lKt3K I N S U K A N L t  

Premiums for the Multirisk branch 
amounted to 189,037 million pesetas, 
which shows a growth of 17.5% compared 
to 1991. The growth rate in 1992 exceeded 
the average of al1 non life branches, and 
it placed third in the ranking behind the 
Motor and Health Care branches. 

Within this field, the different growth 
rates of the various classes should be 
noted. Multirisk household lnsurance 

Spanish homes, will continue to grow as 
sales can now be made through banking 
networks. 

The strong competition between insu- 
rance companies has not focused on re- 
ducing management costs, which rose 
from 43.7% in 1991 to 44.1% in 1992. This, 
together with a loss rate of 60°/í, which is 
less than one percentage point of that 
recorded in 1991, have produced a neg- 
ative balance of 5.3%. 

In 1992, the main reasons for the poor 
results of this branch have continued to 
be the result of water and glass dama- 
ge covers in condominium policies. Fo- 
recasts for 1993 point to a slight im- 
provement or at least the same rates, due 
to risk reorganization campaigns and se- 
lective rate i ncreases implemented during 
1992. 

grew 209'0, condominium 15% and Com- 
merce only 10°h, in spite of the continous 
transfer of risks from the traditional Fire 
and Theft branches. 

F1Kt ANU LVSS Ur Y K V t !  t S  

It is expected that this branch, which Fire insurance premiums in 1992 amoun- 
currently covers approximately 50% of ted to 42,851 million pesetas, which re- 

Premiums 1 % lnfernaf % Externa1 
i Expemes . . Expenses 



presents a 1.6% increase over 1991. Ac- Although an increase in premiums 
cording to the advance figures, premiums issued is not expected in 1993 dueto the 
for the Loss of Profits branch suffered a transfer of operations to the Multirisk 
62% reduction with regard to  1991, branch, it is expected that the positive 
amounting to 3,624 million pesetas. results will be maintajned as improve- 

Together, both branches fell by 1O0Io ments in underwriting conditions and de- 
compared to 1991, mainly due to the ductibles have been observed. 

transfer of policies to the Mutirisk branch, 
including (<Al1 Risks,) insurance which 
has developed considerably throughout 
1992. 

THEFT AND BURGLARY 
lNSURANCE IIII;rr@ 

The loss rate for the Fire lnsurance In 1992, the Theft branch issued pre- 
branch dropped for the second consec- miums worth 8,484 million pesetas, 8.4% 
utive year and was 47.2% of earned pre- more than in 1991. This increase can be 

miums. The Ioss rate for the Loss of Prof- 
its branch dropped from 107.4% in 1991 
to 69.7% in 1992. 

Overall, both branches showed profits 
in 1992, of 14.4% in the Fire lnsurance 
branch and 4.7% in the Loss of Profits 
branch, which can be considered very 
satisfactory taking into account strong 
market competition. 

explained by their increase in number as 
well as in that of bank policies. 

The rate for management costs in- 
creased by 1.7 percentage points in com- 
parison to 1991. A$ in 1991, the loss rate 
continued to grow in 1992, reaching 
67.3% of earned premiums. These two 
factors led to a loss of 4.5% in the branch 
for 1992. 



Within the discouraging social and eco- 
nomic framework, any foreseeable evo- 
lution within this branch for 1993 is clear- 
ly unfavourable. 

The Engineering branch collected a to- 
tal of 18,100 million pesetas in prerniums 
in 1992, which is an 11.1 % increase over 
1991. 

The forecast for the Construction sec- 
tor in 1992 has been confirrned and is 
even worse than expected, as general ac- 
tivities have experienced a 6% recession. 
Broken down by sector, public construc- 
tion has decreased lo%, private construc- 
tion by 4%, and official tenders by 22% 
in comparison to 1991. 

The reason for this is the culmination 
of the extraordinary programmes for the 
Olympic Games and EXPO and the gener- 
al apathy in the private sector. Forecasts 
for 1993 indicate the same downward 
trend and fix the recession at 4%. 

The loss rate for the branch is worse 
than that recorded for 1991 and is 63.3% 
of earned premiums. An important loss 
occured in the EXPO's Discovery Pavil- 
ion, which was assessed in approximately 
2,500 mil lion pesetas. The branch results 
have deteriorated, almost reach ing break 
even point. 

Corrections imposed by the inter- 
national reinsurance market both in irea- 
ties and renewed facultative covers for 
1993 should allow for improvements, 
which should materialize in 1994. 

Financing of capital goods is on a 
downward trend in 1993, which will affect 
the Machinery breakdown and Electronic 
Equipment branches. Likewise, the in- 
creasing tendency to integrate this equip- 
ment in multirisk policies will affect the 
growth of this branch. 

The preliminary draft of the Building 
Law is still being debated and has not 
yet come into effect. However, there is 
an upward trend in the issuance of de- 
cena1 insurance policies rnainly by 
French firrns operating in this market. 



Rates of increase in respecl of previous year. 

GUARANTEE INSURANCI 

The economic recession, reduced num- 
ber of public and private works contracts 
and a rigurous selection of risks have cau- 
sed a decrease in the volume of premiums 
issued in the Guarantee branch in 1992. 

Premiums issued in 1992 amounted to 
10,600 million pesetas, ¡.e. a decrease of 
9.0% compared to 1991, even after a very 
notable increase in the premium rates 
enforced in this branch, which will con- 
tinue in 1993. 

Management costs rose from 28.3% in 
1991 to 33.4% in 1992, which is only par- 

tially explained by the reduced number of 
premiums. On the contrary, the loss rate 
dropped significantly from the level 
reached in 1991 as a result of the URIBI- 
TARTE loss to 62.2% of earned premi- 
ums. However, it should be noted that 
although the year's profits were 7.3% of 
earned premiums, this is far frorn the mag- 
nificent results obtained in previous ye- 
ars. 

An increase in suspension of payments 
and bankruptcies, as well as the above 
mentioned decline in public and private 
investments affecting the construction 
sector, which is this branch's principal 
client, give rise to a possible increase in 
the loss rate for 1993. 

The difficult economic situation has fa- 
voured continued growth of Credit Insu- 
rance premiums, which increased from 
23,290 million pesetas in 1991 to 28,709 
million pesetas in 1992, ¡.e. 23.3%. 

There are many factors involved in the 
deterioration of the market in which do- 
mestic and foreign credit insurers oper- 
ate. The drop in GNP and investment fig- 
ures have had a negative effect on the 
prafit and loss accounts of companies in 
E.C. countries. Banks in Spain have seen 
a rise in the default ratio exceeding 6%. 

This incertitude has led to higher pre- 
mium rates and a rigurous enforcement 
of risk underwriting criteria, which has 
made it possible to maintain the loss rate 



within acceptable parameters, such as a 
rate on earned premiums of 69%. The re- 
sults obtained on earned premiums show 
a loss of 0.5%, which is an improvement 
cornpared to the results of previous years. 

The tendency in 1993 is to maintain 
the same rigurous underwriting criteria 
as no short-term improvement in eco- 
nomic indicators is anticipated. 

MAKINt 

INSURANCE 
. . . . - - - . . . . 

Premiums in the marine branch amoun- 
ted to 46,910 million pesetas, which re- 
presents an increase of 9.2% over 1991 
and exceeds by 5 percentage points that 
recorded last year. 

re of international reinsurers on obliga- 
tory reinsurance treaty conditions and 
facultative placements. 

In the Cargo branch, the Olympic 
Games and EXP0'92 logicalty had an in- 
fluence on the increase in premiums 
throughout 1992, although not to theex- 
tent estimated by the market as many of 
the contracts were written in the coun- 
tries of origirt. 

Interna1 and externa1 expenses show a 
slight reduction, though less than the in- 
crease in premiurns, with a combined rate 
of 32%, ¡.e. a reduction of 2.1%. 

The loss rate for the Marine Hull and 
Cargo branches has for one more year 
stayed above 70%, at 75.6% on earned 
premiums to be exact, which gives a tech- 

In the Hull sector, the downward trend nical deficit of 8.7%, which is five per- 
of rates evident during previous years has centage points higher than in 1991. 
been reversed and there has been a gener- 
al increase caused both by the negative As a consequence of market resistance 
results of the market and by the pressu- to increased premium rates, the rise in 1992 



was insufficient and therefore there will nies have opted out of certain types of 
be a further increase in insurance premi- risk, in particular professional liabilities 
um rates in 1993, both in the Hull and and t-iave implemented plans to reassess 
Cargo branches. The international rein- their portfolios. 
surince market situation, which in 1992 
experienced a new reduction in capacity 
and a notable rise in cover rates, will fa- 
vour this upward tendency even more. 
The amount of premiums in the Cargo 
branch may grow due to the increase in 
Spanish exports and the rice in import 
prices resulting frorn the three devalua- 
tions of the Peseta. 

Premiums in the Third Party Liability 
branch increased significantly from 
40,866 million pesetas in 1991 to 49,276 
million pesetas in 1992, which shows a 
20.6% growth rate. 

The loss rate rose again in 1992 to 
92.5% of earned premiums, or 6.3 per- 
centage points higher than the 1991 rate. 
The negative results of this branch, which 
undoubtedly will be even greater when 
the definitive figures for the year are 
known, reached 27.496, ¡.e. approximately 
13,500 rnillion pesetas in losses. 

The difficulty of placing certain risks, 
especially those underwritten as (< Claims 
made)), has becorne evident from several 
rulings rnade by the Supreme Court that 
consider this class of temporary lirnitation 
to be null and void. Thus, Professional Li- 
ability, D 81 0 policies and other industrial 
risk covers issued under this scheme, if 
not absolutely impossible to place, have 
at the very least faced serious problems of 
acceptance from the reinsurance rnarket. 

Enactment of the Mediation Law, which 
compels brokers to underwrite insurance 
with a limit of 200 million pesetas per 
loss has led to the creation of an Eco- 
nomic lnterest Association, to which the 
principal insurance companies belong, 
to consider cover for this risk under the 
co-insurance formula administered by 
this Association (Brokers Pool). Along 
these same lines of collaboration be- 
tween companies, the ongoing conver- 
sations for setting up the Spanish Pollu- 
tion Pool are intended to address the re- 
quirements enforced by Spanish envi- 
ronmental legislation. 

During the first few months of 1992, 
the Third Party Liability Bill for Damages 

This alarming deterioration has led caused by Defective Products was sent 
some companies to reconsider whether to Parliament. This bill will be enacted in 
to continue as underwriters in a branch Spanish legislation, after a five year delay, 
which increasingly requires great tech- Regulation 85/374 on  Manufacturers' 
nical and financia1 capacity. Other compa- Third Party Liability. 



LEGAL MOD'IFICATIONS 

New legislation enacted in 1992 affect- 
ing the insurance sector includes thefol- 
lawing: 

- Law 9/92 of 30 April on Private In- 
surance Mediation involves substantial 
reform and liberalizes private insurance 
distribution channels. 

- Law 13/92 of 1 June and Royal De- 
cree 1343192 of 6 November include in 
our legislation the community regulations 
regarding the solvency of financia1 insti- 
tutions; as regards insurance companies 
and their groups, it stipulates require- 
ments concerning consolidated share- 
holders' equity and specifies consolidat- 
ed supervision mechanisms. 

- Royal Decree 13/92 of 17 January 
enacts the Traffic, Motor Vehicle and 
Road Safety Law. 

- In accordance with commitments as- 
surned, the maximurn amount of cover 
for Compulsory Third Party Liability In- 
surance in respect of Motor Vehicle Use 
and Traffic has gradually increased as 
indicated in the following table: 

The new amendment carne into effect 
on 1 January 1993, and abolishes the 
right to deduct deferred income and full 
life insurance premiums. It also abolishes 
the requirernent regarding application of 
the deduction consisting in the existence 
of an increase in net wealth. 

- At present, the future regulatory Law 
for Private lnsurance is under discussion 
in Parliament. The Bill, approved by Con- 
gress on 11 March 1993, introduces legal 
amendments, including a rise in minirnum 
arnounts of share capital and mutual 
funds required of insurance companies 
according to the branches in which they 
operate. A comparative table follows: 

- In the fiscal arena, the most irnpor- 
tant amendment is that enacted by Law 
39/92 of 29 Decernber in the General 
State Budgets for 1993, regarding Income 
Tax deductibles for life, death or disability 
j ns~~ran ro  

- Within the framework of E. C. Law, 
the publication of the Third Set of Regu- 
lations in life and nonlife insurance is 
noteworthy. These Regulations establish 
the single authorization systern and con- 
trol principie of insurance cornpanies by 
the member state of origin. 


