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NOTICE OF SUMMONS
TO THE ANNUAL GENERAL MEETING
OF SAMPO INSURANCE COMPANY LIMITED

The Shareholders of Sampo 

Insurance Company Limited are 

hereby summoned to the Annu

al General Meeting of the 

Company which will be held at 

the Hotel Rantasipi Ikituuri, 

Pispalantie 7, Turku, on Friday 

12th M ay 1989 commencing at

2 p.m. Inspection of letters of 

proxy will commence at 1 p.m.

Agenda

1. The statutory business of the 

Annual General Meeting as 

specified in Section 23 of 

the Articles of Association.

2. Proposals by the Board of 

Directors that the Board of 

Directors be authorized for 

twelve months reckoned 

from 12th M ay 1989 to 

resolve on increases in the 

Company's share capital by 

means of one or more 

issues of shares to a 

maximum total value of 
FIM 78 000 000. It is fur

thermore proposed that this 

authorization should em

power the Board of Direc

tors to determine the terms 

and conditions of such 

share issues and the sub

scription prices thereof.

Copies of the Accounts for 

the Year and of the proposals 

referred to in Item 2 on the 

Agenda will be held available 

for inspection by Shareholders 
for one week preceding the 

Annual General Meeting of the 

Company at the Legal Depart

ment of the Sampo Group at 

the Head Office of the Com

pany, Yliopistonkatu 27, Turku.

Shareholders intending to 

participate in the Annual 

General Meeting of the Com

pany are required to state their 

intention of so doing not later 

than 12 noon on Monday 8th 

M a y  1989 by informing the 

Shares Department of the 

Head Office of the Company, 

Rauhankatu 4, Turku, by post 

(address: Post Office Box 216, 

20101 TURKU) or by telephone 

(921 -663311/Pia Aalto, Tiina 

Kalliomaki or Anne Tirkkonen). 

Letters of proxy should be deli

vered to the Shares Department 

at the above address before 

the expiry of the registration 

period specified above.



THE MANAGING DIRECTOR'S STATEMENT
During the past financial 

year, Sampo Insurance Compa

ny Limited has exceeded all of 

its important targets. Our 

primary aim was to improve the 

financial result, and in this we 

were successful, for the 

stochastic result has grown 

more than fourfold in compari

son with the preceding year.

It is also particularly pleasing 

that Sampo has succeeded in 

expanding its share of the 
direct underwriting market, 

despite the emphasis that has 

been placed on improving 

profitability.

A major factor contributing to 

our improved competitiveness 

was the further relative reduc

tion in administrative costs for 

the third year in succession.

In recent years, Finnish in

surers have been experiencing 

low levels of profitability on pri

vate household insurance; but 

Sampo has succeeded in 

reversing this trend, and last 

year showed a profit on private 

household insurance for the 

second year in succession.

There was a substantial im

provement over the marginally 

positive result achieved in

1987, largely due to a favoura

ble losses trend. Increases in 

premiums were smaller than in 

the preceding year, and mainly 

followed the movement of 

prices in general. Premium in

come in the Private Market Unit 

rose by about one fifth.

Profitability was also the 

major target in the Business 

Market Unit, and a satisfactory 

balance of business was main

tained. Despite a fall in tariffs, 

premium income rose faster 

than in the preceding year, and 

exceeded the targets set.

In view of the increasingly in

ternational operations of our 

corporate clients, steps have 

been taken to ensure our future 

freedom of manoeuvre in hand

ling their insurance affairs, and 

it has been decided to estab

lish representatives in London, 

in conjunction with Sampo In

surance Company (U.K.) Ltd. 

This will open opportunities for 

the sale of direct insurance on 

the British market, and subse

quently throughout the Euro

pean Community. W e  have 

also built up our international 

operations through an agree

ment on co-operation with the 

third largest insurance company 

in Europe, the Zurich Ver- 
sicherung, and an agreement 

on the servicing of captive 

companies with Sedgwick Eu

ropean Risk Management.

1988 was the first year in 

which the Sampo Group's rein

surance business was com
pletely handled by our subsidi

a ry Sampo International. The 

company achieved a positive 
stochastic result of approxi

mately FIM 30 million.

Despite the major losses 

which occurred in various parts 

of the world during the past 

year, the losses trend on Sam

po International's reinsurance 

portfolio remained favourable, 

and claims paid fell by over 30 

per cent from the previous 

year's level.

Sampo International's gross 

premium income again fell 

slightly, due in part to the cau

tious policy adopted towards 

risks, and partly to the fact that 

the level of tariffs remained 

depressed.

SAM PO  GROUP, PREMIUM IN C O M E  

TRENDS 1984-1988
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| Non-life Life

insurance assurance

Pension insurance

The uncertainty caused by 

the current taxation reforms in 

Finland caused considerable 

hindrance to the operations of 

the life assurance companies in 

The Sampo Group throughout 

most of the past year.

Although the tax reforms 

have not entirely met the ex

pectations either of insurers or 

consumers, what was important 

was the stabilization of the situ

ation. Since decisions taken by 

policyholders may be planned 

over a span of several de

cades, it is only reasonable 

that they should be able to 

have confidence in the 

promises which they have been 

given concerning taxation.

Now  that decisions have been 

taken on the tax reforms, the 

situation is much clearer, and 

towards the end of the year 

there was a marked increase in 

sales, especially of private 

pension insurance.

The life assurance market 

prospects in the coming year 

are encouraging both for Kale- 

va, now specializing in the pro

vision of life assurance to pri

vate households, and for Tar- 

mo, which is concentrating on 

life assurance for corporate 

clients. In order to obtain a 

clearer operating profile within 

The Sampo Group, Tarmo was 

last year transferred to The 

Kaleva Companies juridical 
grouping.

There was a 22 percentage 

rise in premium income for 

Sampo Pension Insurance, 

which was above the average 

for Finnish pension underwrit

ing; manpower expanded 

faster in small and medium

sized firms, where The Sampo 

Group has a larger market 

share, than in the bigger firms.

Despite the success of Sam- 

po's traditional underwriting 

operations, however, what at

tracted most public attention 

was the launching of Sampo as 
a public company on the stock 

market.

IN C O M E A N D  OUTG O 
1 9 84-1 988

FIM billions

Throughout the Company's 

first year on the Stock Ex

change, its shares were 

buoyant. The success of two 

major share issues within the 

first year on the Exchange was 

greater than had been predict

ed. Altogether, including the 

profits on these issues, the 

Company has acquired addi

tional capital totalling FIM 

1755 million.

These share issues have 

brought about a marked im

provement in the Company's 

level of solvency, although in 

terms of investment income the 

new capital will only become 

visible in a few years' time. W e 

have been following a fairly 

cautious policy on the realiza

tion of capital assets. Rises in 

value can be seen in the valua

tion items and thus also in the 

Company's net assets. The net 

assets of Sampo at the end of

1987 amounted to FIM 1.9 bil

lion, while a year later they 

totalled more than FIM 4.5 bil
lion.



SAM PO COMPANIES, NET 
ASSET VALUE 19 84 -1 9 8 8
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By the end of the financial 

year, the number of share

holders in Sampo was over 

600 000, which is a larger 

number than had been predict

ed. Although some policy

holders who were unaccus

tomed to investing on the stock 

market sold the free shares 

they had received in the origi

nal issue, the breakup of col

lective shareholdings, and the 

entrance of tens of thousands 

of new shareholders, neverthe

less eventually raised the total 

number above 600 000.

At first, following the reor

ganization of the Company, 

the ownership was very broad

ly spread, and was mainly in 

the hands of private persons. 

The intention was that all those 

private persons who participat

ed actively in the share issues 

should be encouraged to retain 

their holdings, and this was 

successful.

Alongside the shareholdings 

in private hands, however, it 

was also the intention to create 

institutional shareholdings; but 

before this aim could be 

achieved, the Company found 

itself the target of a hostile 

takeover bid.

Those persons involved in 

cornering shares received very 

favourable publicity, and initial

ly this had the effect of some

what tarnishing Sampo's public 

image,- only when several other 

companies also came under 

takeover bids did public opin

ion swing round.

The cornered Sampo shares 

were eventually sold off, in 
February 1989, and ended up, 

after a period of readjustment, 

in the ownership of O y  Finans- 

silaitos (Finance Institute Ltd), 

an investment company in 

which the majority holding is in 

the hands of the Union Bank of 

Finland; Sampo and Kaleva 

also have minority holdings.

Sampo has perforce been a 

pioneer in corporate reorgani

zation, and some of the juridi

cal implications of converting a 

mutual insurance company into 

a public stock company are still 

unclear. Certain interpretations 

which had earlier received offi

cial endorsement have subse

quently been rejected in the 

court of first instance, and this 

has been a considerable han

dicap to the Company's opera

tions.
The past financial year has 

thus been eventful, but also 

highly profitable for the Com

pany. A range of structural re

forms which have been pre

pared during the past year are 

expected to further strengthen 

the standing of The Sampo 

Group in the future.

Flexibility is one of the values 

which we have laid down as 

basic principles for The Sampo 

Group, and the attention paid 

to this in our mode of opera

tions became a major factor for 

success during the past finan

cial year. Faced with rapidly 

changing circumstances, our 

personnel have showed them

selves capable of adapting 

and stretching. The final result 

on the Balance Sheet is the 

best for almost two decades, 

which would be an impressive 

result under any circumstances,, 

but is all the more so in view 

of the intense external pressures 

with which we have been 

faced. I therefore wish to ex

press my warmest appreciation 

and gratitude to all of the per

sonnel here at Sampo for their 

contributions to our success.

M y thanks are also due, on 

the other hand, to our 

hundreds of thousands of 

clients and shareholders for the 

confidence which they have 

shown in us. Today, Sampo is 

more than ever before a secure 

choice, both for the insurance 

client and the investor.

Kauko Pihlava

SAMPO
COMPANIES

KALEVA

COMPANIES

Kaleva Mutual Insurace 
Company

Tarmo Life Assurance Com pany Ltd.

Sampo Insurance Com pany Limited

Sampo International 
Insurance Com pany Limited

20 real estate companies 
in Finland

Sampo Insurance Company 
(U.K.] Limited

Sampo Finlandia Limited

Risk M anagem ent Ltd

19 real estate companies 
in Finland

SAMPO
PENSION
COMPANIES

Sampo Pension 
Insurance Company Ltd

Sampo Finance Ltd
Vastuu Reinsurance Com pany Limited

30  real estate companies 
in Finland

THE SAMPO GROUP
JURIDICAL STRUCTURE

The Sampo Group consists of 

several distinct juridical group

ings of companies, since Finnish 

company law  does not permit 

the same company to write 

both life and non-life insurance, 

and occupational pension in

surance is also written by dis

tinct companies.

Sampo Insurance Company 

Limited, together with its sub

sidiaries (The Sampo Compa

nies); Kaleva Mutual Insurance 

Company, together with its 

subsidiaries (The Kaleva Com

panies); and Sampo Pension In

surance Company Limited, 

together with its subsidiaries 

(The Sampo Pension Compa

nies), each comprises a distinct 

juridical grouping under Finnish 

law, and these three groupings 

of insurance companies 

together form the Sampo 

Group.

The Sampo Companies are 

grouped around Sampo Insur

ance Company Limited, which 

primarily underwrites Finnish 

domestic non-life business. In 

addition, this grouping includes 

the reinsurance company Sam

po International Insurance 

Company Limited, in conjunc

tion with its own subsidiaries in 

the United Kingdom, Sampo In

surance Company (U.K.) Limit

ed and Sampo Finlandia 

Limited.

In addition, The Sampo 

Companies also include Risk 

Management Ltd, a wholly- 
owned subsidiary specializing 

in the identification of risks and 

consultation, and nineteen real 

estate companies in Finland.

In life assurance operations, 

the principle of client-centred- 

ness has now been realized 

within the juridical structure of 

the Group. The parent compa

ny of the juridical grouping 

writing life assurance is Kaleva 

Mutual Life Assurance Compa

ny, which concentrates on 

providing insurance services for 

private households.

A Kaleva subsidiary, Tarmo, 

concentrates on providing for 

the life assurance needs of 

business clients. In the future, in 

particular, this division of tasks 

between the companies will 

facilitate the development of 

differentiated insurance 

products designed with differ

ent groups of clients in mind.

In addition, The Kaleva Com

panies include twenty real 

estate companies in Finland.

The Sampo Pension Compa

nies are a juridical grouping 

based on Sampo Pension Insur

ance Company Limited, a com

pany which was founded in 

1983 to provide statutory forms 

of pension cover, and thus en

abled the Sampo Group to 

offer insurance cover across the 

entire range of underwriting. 

The Sampo Pension Companies 

also include twenty-seven real 

estate companies in Finland.



THE O RG ANIZATIO N OF THE SAM PO GROUP
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INTERNAL SERVICES: Accounts, personnel

ORGANIZATION 
AND OPERATIONS

The organization and opera

tions of the Sampo Group are 

based on the twin principles of 

client-centredness and profit 

management. The Group is 

divided into six operational 

profit centres: the Private M a r

ket Unit, the Business Market 

Unit, the Investments Unit, Sam

po International Insurance 

Company Limited, Sampo Pen

sion Insurance Limited, and 

SamNet, responsible for the 

Group's computing services.

The operations of these Units 

are supported by the central 

Staff Services and Financial 

Management Services.

During the past year, the 

preparations were completed 

for regional reorganization, 

and there are now distinct mar

keting organizations dealing 

with private and business 

clients,- this specialization will 

make it easier to respond to 

the distinctive characteristics of 

these two groups of clients, 

both in sales and in the 

processing of losses and the 

payment of compensation.

The insurance cover for large- 

scale firms, however, has now 

been concentrated in the Cor

porate Accounts Department in 

Turku and Helsinki, thus 

facilitating the unified treatment 

of major corporate clients with 

departments and units scattered 

around the country.

KEY INFORMATION ON SAMPO

FIM

millions

1984

Sampo Sampo 

Companies Ltd

1985

Sampo Sampo 

Companies Ltd

1986

Sampo Sampo 

Companies Ltd

1987

Sampo Sampo 

Companies Ltd

1988

Sampo Sampo 

Companies Ltd

Turnover 2075.5 1999.7 2163.9 2113.2 2273.6 2222.5 2405.0 2336.2 2774.2 2364.2

Premium income 1698.7 1651.0 1795.2 1765.5 1889.7 1858.4 1965.4 1921.0 2219.4 1947.2

Net yield on 

investments 307.6 289.7 270.0 264.9 319.1 307.4 336.8 327.2 420.9 322.0

Claims incurred 1588.9 1506.6 1555.7 1499.3 1556.6 1575.5 1646.3 1594.0 1894.8 1548.1

Administrative

expenses 354.9 350.6 405.8 401.3 436.7 431.1 471.3 463.1 510.5 492.6

Operating margin 40.5 41.5 66.8 64.4 91.6 86.6 117.4 110.5 161.1 140.1

Profit prior to

provisions and taxes 19.7 24.6 38.9 39.9 37.9 35.1 66.0 61.8 118.1 99.9

Taxes 18.0 17.8 21.8 22.2 20.4 20.0 20.9 19.7 19.9 18.0

Profit for the year 4.3 9.4 9.1 9.7 11.8 10.1 14.6 15.1 27.8 28.9

Technical reserves 3155.0 3014.6 3327.7 3232.0 3415.8 3311.9 3622.0 3502.7 4038.1 3011.5

Solvency margin (%) 104.6% 106.1% 105.7% 106.7% 106.6% 107.5% 128.3% 129.4% 244.0% 272.9%

Claims ratio (%) 88.4% 87.3% 89.3% 89.3% 102.3% 102.2% 88.8% 89.0% 82.8% 77.8%

Expense ratio (%) 20.9% 30.0% 22.6% 30.4% 23.1% 29.5% 24.0% 28.1% 23.0% 25.5%

Combined ratio (%) 109.3% 117.3% 111.9% 119.7% 125.4% 131.7% 112.6% 116.9% 105.8% 103.3%

Official solvency

ratio — 46.2% — 42.6% — 28.4% — 26.5% — 35.4%

Total on Balance Sheet 3865.6 3694.3 4098.3 3924.6 4207.6 4070.2 4516.7 4354.3 6940.3 5787.9

Yield on Capital 

Reserves 16.8% 19.0% 4.7% 5.4% 27.9% 26.1% 28.8% 27.1% 9.6% 8.1%

Net asset value 845.8 853.8 972.6 976.7 1359.8 1355.5 1885.5 1879.1 4649.5 4601.0

Mean No of personnel 2020 2014 2078 2066 2160 2148 2254 2241 2291 2241

M ethods of ca lcu la tion fo r the indices used in Key Info rm ation:

TU R N O VE R  =  Prem ium income on direct unde rw riting  + Prem ium

income on reinsurance assumed - C red it losses on 

prem iums receivable +  Gross p ro fit on investments

EXPENSE RATIO 

(percentage)
_  Adm in istra tive expenses

Premium income on direct unde rw riting  

(Sampo Ltd) O R  Total prem ium  income 

(The Sampo Companies)

-X 100

SO LVEN C Y
M A R G IN

(percentage)

C LA IM S  RATIO  

(percentage)

C ap ita l reserves +  Provisions discounting 

accumulated deprec ia tion  d iffe rentials +

Va lua tion  items +  Equa liza tion  reserve, 31 Dec.
- Pension liab ility  not covered

=  -r--- :--- :----- --------------- ---------- X  100
Premium income to r  own account

C laims incurred fo r own account excl. Change 
_  in Equalization  reserve_________________

Premiums earned  fo r own account
X  100

C O M B IN E D  RATIO  

(percentage)

Y IELD  O N  CA

PITAL RESERVES 

(percentage)

C LA IM S  RATIO  +  EXPENSE RATIO

(Result p rior to extraordinary items ±  Taxes) ^qq 

(((Capital reserves, 1 Jan. + M ino rity  shareholdings, 
1 Jan. +  Provisions, 1 Jan.) + (Cap ita l reserves, 

31 Dec. +  M in o r ity  shareho ld ings, 31 Dec. 

4- Provisions, 31 Dec.))-;-2)

NET ASSET VALUE = C ap ita l reserves +  Provisions discounting 

accum ulated deprec ia tion  d ifferentials + 
Va lua tio n  items - Pension liab ility  not covered



QUOTATION OF SAMPO SHARES ON 
THE HELSINKI STOCK EXCHANGE 1988 

(adjusted)

SHARE PERFORMANCE
The quotation of A Shares on 

the Helsinki Stock Exchange 

was begun on 14 January 

1988, and during the subse

quent year their price rose

markedly. The lowest issue- 

adjusted share price quoted 

during the year was FIM 258, 

while the peak price was 

FIM 522.

250

2 3 4 5 6 7 

1st issue

9 10 11 

2nd issue

TURNOVER OF SAMPO SHARES ON 
THE HELSINKI STOCK EXCHANGE 1988

1 0 0 0  shares

180 _______________________________
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i r si n
i i  i i  i

month 1 2 3 4 5 6 7 8 9  10 11 12

Shares (5 April 1989) No of shares No of votes(**)

Series A 8 940 000 8 940 000
Series B 60 000 300 000

3 000 000 3 080 000

Share Capital 

Par value of shares

FIM 186 000 000 

FIM 20 each

Discounting limitation with respect to insurance premiums.

Each A Share entitles the 

holder to one vote at General 

Meetings of the Company, and 

each B Share to five votes. The 

number of votes which each 

holder of A Shares may cast at 

the General Meeting, however, 

may not exceed one initial vote 

plus one vote for each thou

sand marks or part thereof 

paid by the Shareholder in 

insurance premiums during the 

preceding year, nor may 

the number of votes exercised 

in respect of A Shares exceed 

the number of A Shares held 

by the Shareholder.

The conversion of Sampo 

from a Mutual Insurance Com

pany to a public stock compa

ny was recorded in the Register 

of Companies on 16 Septem

ber 1987, and the quotation of 

A Shares on the Helsinki Stock 

Exchange began on 14 Janu

ary 1988; consequently, not all 

the information relevant to 

share performance can be 

cited over a five-year period.

A Shares 1987 1988

No of shares

(millions), 31 Dec. 2 980 8 940

Adjusted annual

mean No of

shares 4 307 5 884

Dividend (FIM)(*) — 3.00

Adjusted divi

dend (FIM) (*) — 2.09

Taxable value

(FIM) 300 290

Dividend)*)/

Taxable value, % - 1.03

Price per earn

ings per share — 28.9

Maximum ex

change value

(adjusted) (FIM) — 522

Minimum ex

change value

(adjusted) (FIM) — 258

Share trading

volume, FIM

mil ions — 1 158

Market value,

31 Dec. 1988,

FIM millions — 3 862

B Shares 1987 1988

No of shares,

31 Dec. 1988 20 000 60 000

Dividend (FIM) (*) — 3.00

B Shares are nc>t quotec pub-

licly.

*) As proposed by the Board of Directors to 
the General Meeting of the Company

SHARE-ISSUE ADJUSTED EARNINGS PER SHARE (EPS)
The formulas used for calculating these indices are explained on page 47.
The figures have been calculated for 1984-86 on the basis of the number of shares in existence in 1987.

1984 

Com- Ltd 

panies

1985 

Com- Ltd 

panies

1986 

Com- Ltd 

panies

1987 

Com- Ltd 

panies

1988 

Com- Ltd 

panies

Earnings(*) per

share 0.54 1.58 3.06 3.00 4.84 3.53 9.36 8.28 14.93 11.49

Assets per share 196 198 225 226 315 314 437 435 516 511

Capital Reser

ves-!-Provisi

ons per share 42 43 45 46 62 61 84 83 247 245

(*) In calculating the earnings for the juridical grouping The Sampo Companies, the Sampo holdings in other relevant companies have also been taken into 
account. The companies concerned are: Vastuu Reinsurance Company Ltd, Sampo Finance Ltd, Otso Loss-of-Profits Insurance Company Ltd, and The Copenha
gen Reinsurance Company (Far East) Pte Ltd. The companies included in the juridical grouping The Sampo Companies are listed in the Report for the Year.

MAJOR SHAREHOLDERS (*)

Shares (%)

A  Shares

Finance Institute Ltd..................................  25.5

Kaleva Mutual Life Assurance Company . 6.4 

Sampo Pension Insurance Company

Lim ited.....................................................  6.4

Mandatum O y A b .................................. 2.5

O y Pomi-Trading A b .............................. 2.5

Sampo Finance L td ..................................  2.3

Sampo Group Pension F u n d ...................  0.9

Neste O y  & Neste Pension Fund ..........  0.7

Union Bank of Finland Pension Fund . . . .  0.5

Otso Loss-of-Profits Insurance Company

L td ...........................................................  0.4

B Shares

Vastuu Reinsurance Company Limited . . . 0.3 

Tarmo Life Assurance Company Limited . . 0.3

Votes (%)(**)

24.9

6.3

6.3

2.4

2.4 

2.2 
0.9 

0.7 

0.5

0.4

1.6
1.6

FIM

15

SAMPO COMPANIES, 
EARNINGS/SHARE 

1984-1 988

-85 -86

SAMPO COMPANIES, 
Fim  NET ASSET VALUE/SHARE 
600 1984-1 988

As recorded in the Share Register on the basis of information re

ceived up to 26 April 1989.
Discounting limitation with respect to insurance premiums.

EXECUTIVE
SHAREHOLDINGS

Shareholdings by Members and 

Alternate Members of the Super

visory Board, of the Board of Di
rectors, and by the Managing Di

rector together amounted on 5 

April 1989 to 666 Shares, which 

represented 0.0072 per cent of 

the total number of votes.

500

-84 -85 86 -87 -88
:;r ~ s ? r ::
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DIRECT INSURANCE WRITTEN IN FINLAND
Premium income written by 

Sampo on domestic direct busi

ness during 1988 rose to to 

FIM 1929.5 million, an increase 
of 17 per cent. Preliminary 

figures show that Sampo's posi

tion strengthened, and that its 

market share rose by 0.2 per

centage points to reach 21.4 

per cent of non-life direct insur

ance.

The rate of growth varied 

once again considerably be

tween classes of insurance. 

Sampo is the largest insurer of 

motor vehicles in Finland, and 

its premium income on motor 

insurance continued in 1988 to 

expand rapidly. There was an 
increase from 1987 on both

motor third party insurance and 

motor hull insurance of around 

23 per cent.

In other classes of insurance, 

the most favourable trend oc

curred on workmen's compen

sation insurance, with a growth 

rate of almost 22 per cent. On 

other classes of accident and 

cargo insurance, on the other 

hand, premium income fell from 

1987; and the rapid rate of 

growth on liability insurance in 

recent years also fell back, to 5 
per cent.

Compensation payments on 

direct underwriting rose by just 

under 14 percent, reaching 

FIM 1206 million. Since claims 

paid rose considerably slower 

than premium income, however, 

there was an improvement in 

the claims ratio of 0.4 percen

tage points from 1987, to

62.3, the lowest level so far 

during the 1980s,- and there 

was similarly a favourable 

trend on the loss ratio. The dis

tinction between the loss ratio 

and the claims ratio is that the 

calculation of the loss ratio in

cludes changes in the outstand

ing claims reserve.

THE PRIVATE MARKET 
UNIT

The result of the operations of 

the Private Market Unit con

tinued the favourable trend of 

the preceding year. The target 

for the stochastic result for the 

year was exceeded, by about 

FIM 40 million,- the concerted 

effort to achieve improvement 

across the whole range of 

classes of insurance has 

produced results.

The target for premium in

come on non-life insurance was 

exceeded: premium income 

grew by about 20 per cent, to 

reach almost FIM 970 million.

The fastest rate of growth, of 

just over 30 per cent, was 

achieved on Householder's All- 

Risk Insurance and on full-value 

real estate insurance. There 

was also a marked rise in 

premium income on motor hull 

insurance, of just over 25 per 

cent. Tariffs were revised less 

than in the preceding year, and 

most revisions merely followed 

the general rise in prices.

Claims paid amounted to 

slightly more than FIM 580 mil

lion, representing an increase 

over the preceding year of 

around 6 per cent. The loss ra

tio improved in all classes of in

surance, with the most favoura

ble trend ocurring on private 

households' valuables and ac

cident insurance, where the full 

impact of the increased strin

gency introduced during the 

previous year now became ap

parent. Although operating ex

penses were in line with the 

ievels budgeted, there was 

nevertheless a marked improve

ment in the expenses ratio.

W ork has been being carried 

on for the past three years to 

develop a new insurance policy 

to meet the full range of private 

household insurance needs, 

and in March 1989 this has 

now been introduced on the

MOTOR THIRD PARTY INSURANCE 
OF N EW  CARS WITH SAMPO

Number
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M arket share in 1988 25.7 %

market. The major aims are the 

streamlining of the terms and 

conditions of insurance, the 

elimination of duplication, and 

greater flexibility of response to 

the individual needs of the 

client in terms of the extent of 

insurance cover and of deducti

bles.
The revision has included all 

voluntary forms of consumer 

property insurance. The com

puterization of the system per

mits an insurance package to 

be assembled without the use 

of written application forms, 

and the system is also availa

ble on microcomputers. These 

improvements, including the use 

of the computer, represent a 

significant advance in co-or

dinating the sale and produc

tion of insurance, and thus also 

in improving productivity.

The introduction of this 

product means Sampo's w ith

drawal from collaboration with 

the other Finnish insurance 

companies with regard to the 

terms and conditions of volun

tary non-life insurance in favour 

of greater competition. Compe

tition had already intensified on 

motor hull insurance in spring 

1988, when a number of com

panies introduced distinctive in

surance policies onto the mar

ket.

The allocation of Sampo's 

clientele to the market Units 

has been reviewed, and the 

Private Market Unit is now 

responsible not only for private 

households and voluntary or

ganizations, but also for small 

firms with less than ten workers 

on the payroll, and for motor 

vehicle dealers, boat dealers, 

and travel agencies.
Sampo is the largest insurer of 

private households in Finland. 

The increase in the number of 

service agreements continued, 

and the number of Sampo 

Agreements (Householder's All- 

Risk Insurance) with private 

households now exceeds 

350 000; almost half of these 

are agreements with members 

of organizations which are 

clients of Sampo.

The marketing of insurance 

through voluntary organizations 

has continued to expand, and 

one of the largest unions af

filiated to the Central O rgani

zation of Finnish Trade Unions, 

representing workers in distribu

tive trades, has now entered an 

agreement with Sampo to pro

vide group insurance cover.

O ther new client organiza

tions are the Dairy Workers' 

Association and the Finnish In

formation Processing Associa
tion. The present agreements 

currently give us access to over 

750 000 members in various 

organizations.

Collaboration with sports as

sociations has now been cen

tralized, and the main partner 

for negotiations is now the Fin

nish Amateur Athletics Associa

tion, with which a new agree

ment has now been signed, 

covering the current Olympiad 

from the Seoul to the Barce

lona Games.

In order to improve the avail

ability of insurance products, 

new modes of service have 

been developed to complement 

the traditional marketing chan

nels. The first agreement on the 

extensive use of banks for the 

sale of insurance policies was 

signed in March 1989, with the 

Union Bank of Finland; under 

this agreement, the Bank's 

branches in Southern and 

South-Western Finland will be 

able to sell clients various forms 

of consumer insurance, and it is 

intended to extend the scheme 

to the rest of the country in the 

course of the current year, if 

the results in the pilot scheme 

are favourable. Similarly, an 

agreement has been reached 

between the Savings Banks of 

Finland and Kaleva Mutual Life 

Assurance Company, one of 

the companies in the Sampo 

Group, on the sale of life as

surance policies through the 

Savings Bank network; these 

policies will be offered to the 

savings banks' customers in 

conjunction with housing loans.



THE BUSINESS MARKET 
UNIT

Premium income on non-life 

direct insurance issued by the 

Business Market Unit passed 

the targets set for the financial 

year. Premium income grew by 

almost 14 per cent, to reach a 

sum in excess of FIM 950 mil

lion. The fastest rate of growth 

was experienced in motor in

surance and in workmen's com
pensation insurance. The in

crease in premium income on 

motor insurance reflected both 

the rapid growth in the number

of registered vehicles, especial

ly those owned by firms, and 

the revision in the preceding 

year of premium tariffs, while 

on workmen's compensation in

surance the underlying cause 

was the high level of economic 

activity.

The firms served by the Unit 

are divided into several sectors, 

and the trend in the small-firms 

sector has been especially 

favourable, with an increase in 
premium income markedly 

above the average increase for 

the Unit as a whole. Sampo 
has also successfully strength

ened its position in providing 

insurance for public organiza

tions. In the large-firms sector, 

on the other hand, intense 

competition adversely affected 

prices, and growth was below- 

average.

Claims paid grew faster than 

premium income, but the claims 

ratio remained satisfactory.

The rise in operating costs 

was lower than had been 

budgeted for, and as in the 

preceding year, administrative 

expenses comprised a lower 

proportion of premium income 

than had been forecast. Since 

credit losses also remained low, 

the results achieved by the Unit 

were favourable, and in excess 

of targets.

Intense competition continues 

to affect pricing on the Finnish 

insurance market, especially 

with regard to insurance for 

local government and for mid

dle-sized firms. In the local 

government sector, the striking 

features were increased com

petition in terms of prices, and 

increased activity in risk identifi

cation. All voluntary classes of 

valuables insurance have now 

been opened up for price com

petition, and the collaboration 

which had obtained for many 

years between Finnish insur

ance companies has now given 
w ay to the adoption of distinct 

pricing policies.

MAJOR FIRES IN FINLAND 1984-1988 
(losses in excess of FIM 1 million)

Number FIM millions
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As in previous years, the 

main stress in the marketing of 

insurance was on maintaining 

profitability and on obtaining 

comprehensive client agree

ments. Client-centredness has 

been further emphasized by 

the division which has now 

been introduced between the 

marketing for commercial clients 

and for public organizations, 

and by the stress being laid on 

the development for the various 
sectors of custom-built insur

ance products based on risk 

management.

In comparison with the 

preceding year, there was a 

fall in major losses on fire and 

combined insurance, reflecting 

in part the long-term work on 

risk prevention in which we 

have been engaged. The 

claims system was further im

proved; new norms for hand

ling claims were issued in the 

autumn, and loss inspection 

has now been concentrated 

into a single specialist Depart

ment within the Unit.

Large Finnish firms have con

tinued to expand their invest

ments abroad, aiming at 

takeovers which will improve 

their overall corporate structure 

or strengthen their position on 

the international markets. There 

is an ever-increasing number of 

Finnish firms with a significant 

proportion of employees and 

operations situated outside this 

country, and this trend will in

evitably be reflected within the 

operations of the Business 

Market Unit.

In order to ensure better serv

ice overseas for Sampo's 

clients, it has been decided to 

appoint representatives in Lon

don, who will work in close as

sociation with Sampo Insurance 

Company (U.K.) Ltd and begin 

the direct underwriting of insur

ance in the United Kingdom. 

Sampo's foreign operations 

have further been strengthened 

by the agreement with Zurich 

Versicherung on co-operation, 

and with Sedgwick European 

Risk Managment Ltd on the ser

vicing of captive companies.

MARKET SHARES BY CLASS 
OF INSURANCE 1987

30 %  ...
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1. Workmen's Compensation, 2. Motor Third Party/3. 

Motor Hull, 4. Cargo, 5. Fire and Comprehensive, 6. 

Miscellaneous Non-life.
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THE INVESTMENTS UNIT

Sampo's investments are spread 

between credit loans, real 

estate, and securities. During 

1988, the major factors con

tributing to the increased value 

of the Company's capital as

sets were the capital acquired 

through share issues and the 

rise in value of real estate and 

shareholdings, but the profits 

on invested capital also de
veloped favourably.

Sampo made two share is

sues during the financial year, 

one in the spring and one 
towards the end of the year,- 

together, the capital acquired 

for future investment through 

these issues amounted to 

FIM 1755 million.

The financial markets in Fin

land are currently volatile, and 

this requires flexibility in invest

ment. During the financial year, 

Sampo had plenty of liquid as

sets, enabling the Company to 

be prepared for a wide range 

of eventualities. Most of these 

liquid assets were invested in 

the financial market, in firms, in 

local government, and in Fin

nish state debentures.

In 1987, the Sampo Group's 

reinsurance business, together 

with the investments and cur

rency management administra

tion relating thereto, were set 

up as a separate company, 

Sampo International Insurance 

Company Limited. During the 

past financial year, further cap

ital assets worth FIM 887 mil

lion were transferred to Sampo 

International's investments, thus 

completing financial cover for 

the portfolio transferred to 

Sampo International.

The net yield on investments 

by Sampo Insurance Company 

Limited rose to FIM 353 million, 
which is 8 per cent more than 

in 1987. These net profits in

clude revaluations to the value 

of FIM 31.5 million, which were 

the result of adjusting the book 

value to the current value of 

the assets transferred to Sampo 

International's technical 

reserves. The gross yield on in

vestments amounted to FIM 

430 million, including FIM 135 

million profits on sales of assets 

(the corresponding figure in 

1987 had been FIM 103 mil

lion).

The market value of the in

vestment assets of Sampo Insur

ance Company Limited on 31 

December 1987 amounted to 

FIM 5.7 bill ion, representing an 

increase of FIM 2.2 billion over 

the preceding year.

The pattern of investments 

continued the trend of recent 

years, with an expansion in in

vestment in stocks and shares 

and real estate, and a contrac

tion in the volume of loans 

granted.

The changes taking place in 

the Finnish financial market

NET YIELD O N  INVESTMENTS 
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make investments specialization 

imperative, and in 1988 The 

Sampo Group therefore 

launched the operations of a 

new corporate grouping 

specializing in the various 

modes of investment. These 

operations are managed 

through Sampo Finance Ltd, a 

holding company within the 

Sampo Group owned jointly by 

Sampo and Kaleva. Fundamen

tal Invest Ltd is a subsidiary of 

Sampo Finance Ltd, specializ

ing in long-term investments, 

which in turn owns the subsidi

ary company Profit Trading Oy, 

which trades in securities. The 

capital assets of Sampo 

Finance Ltd at the end of the 

year amounted to FIM 152 mil

lion.

Stocks and Shares

During 1988, the record sum 

of FIM 13.1 billion was raised 

as venture capital on the Fin

nish stock market. The total 

profit on share issues accruing 

to companies reached FIM 8.8 

billion. The rates on the Stock 

Exchange continued to rise, 

showing an increase of 31.7 on 

the Unitas Index by the end of 

the year.

During 1988, Sampo invested 

FIM 796 million in stocks and 

shares, compared with FIM 314 

million in the preceding year. 

Income from dividends received 

during the year amounted to 

FIM 28 million, and interest 

received on bonds and deben

tures to FIM 62 million. Profits 

on sales of stock amounted to 

FIM 97 million.

The market value of the secu

rities held by Sampo Insurance 

Company Limited amounted at 

the end of the year to FIM 

2386 million, representing a 

rise in market value of 71 per 

cent. The book value stood at 

FIM 1308 million, having risen 

from FIM 643 million a year 

previously, the difference be

tween the market and book 

values of the stock portfolio 

thus having grown at a rate of 

43 per cent.



BREAKDOWN OF LOANS 
ADVANCED BY INTENDED USE

Real Estate Current capital

investments 68 %  loans 27 %

Machinery 5 %

Loans

There was fluctuation in the 

demand for loans from insur

ance companies. The preced

ing year's downward trend 

continued into the early part of 

the year, with an according fall 

in the number of loans; towards 

the end of the year, however, 

following a shift in the market 

interest rate, demand for 

insurance company loans 

picked up.

New  credit advanced by 

Sampo during 1988 amounted 

to just over FIM 200 million, 

and over half of these loans 

were for investments in real 

estate.

At the end of the year the 

value of the Sampo loans port

folio amounted to FIM 636 mil

lion, which represents a 7 per 

cent contraction in the loans 

portfolio. The trend of recent 

years is expected to continue, 

with loans comprising a 

diminishing proportion of insur

ance company investments. 

W hen the figures for credit 

loans are compared with the 

entry for "Due from Credit 

Loans" in the Balance Sheet, it 

should be borne in mind that 

the latter also includes com

mercial papers.

The reduction in the credit 

portfolio, and the fall in the in

terest rate, have also had an 

impact on income from interest, 

which shows a fall to about 

half of the previous year's 

level.

Real Estate

Prices on the real estate mar

ket in Finland rose sharply dur

ing 1988, and the increase in

income from rents has not kept 

pace with the rise in the value 

of real estate property. The 

value of new investments in real 

estate by Sampo Insurance 

Company Limited during the 

year amounted to FIM 606 mil

lion, comprising FIM 521 million 

for the purchase of land, build

ings, or shares in real estate, 

while the remainder was spent 

on new construction and reno

vation projects. Most of the in

vestments involved commercial 

and industrial premises, the 

major single deal being the ac

quisition of a share in the 

Sinebrychoff site in Helsinki, 

where a residential and com

mercial complex is currently un

der development.

Gross yield on real estate in

vestments amounted to FIM 129 

million, of which FIM 38 million 

arose from profits on sales.

The real estate held by Sam

po at the end of the year 

amounted to a total capacity 

of 1 378 100 cubic metres. 

Three renovation projects were 

currently in progress, compris

ing a total capacity of 156 

824 cubic metres.

VALUATION ITEMS, INVESTMENTS 
A N D  FIXED ASSETS
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The valuation items have been determined in 

accordance with the accounting rules for working 
capital laid down by the Ministry of Social Affairs 

and Health.

SAMPO INTERNATIONAL
1988 meant a radical change 

in operations for Sampo Inter

national, whose company his

tory is now over ninety years 

old, as it took over responsibi

lity from the beginning of the 

year for the entire Sampo 

Group's international and 

domestic reinsurance business.

The capital reserves of 

Sampo International had been 

raised in November 1987 to 

just below FIM 410 million. The 

actual reinsurance portfolio, 

together with the assets cover

ing this, were transferred to 

Sampo International at the be

ginning of the financial year

1988. The value of the reinsur

ance liabilities transferred with 

the portfolio was FIM 943 mil

lion, and corresponding assets 

were therefore transferred to 

Sampo International's reserves.

By international standards, 

the solvency of Sampo Interna

tional has thus been estab

lished at a high level, creating 

an excellent basis both for 

insurance underwriting and 

for investment operations.

REINSURANCE 
UNDERWRITING

Intense competition prevailed 

throughout the year in reinsur

ance, with all the major mar

kets accusing each other of 

depressing prices. There was 

particularly acute competition 

in the fields of marine and av i

ation insurance, both of which 

suffer from chronic overcapaci

ty. Another serious problem is 

that relating to the extent of 

liability in liability insurance; 

claims for asbestos and pollu

tion damages, for example, 

have been coming in on the 

basis of American reinsurance 

contracts long since terminated.



PREMIUM INCOME w , 
REINSURANCE BY ARE

Not even the major losses 

which have occurred have as 

yet led to any immediate rise in 

the level of reinsurance premi

ums. The greatest loss during 

the past financial year was the 

destruction of the Piper Alpha 

oil rig in the North Sea in July, 

as a result of a fire. The total 

cost of this loss according to 

current figures is in excess of 

FIM 6 billion, which is the lar

gest man-caused loss ever ex

perienced on the world's rein

surance markets.

The most serious aviation loss 

last year was the tragic des

truction of the PanAm Boeing 

747 over Scotland just before 

Christmas, in which 270 peo

ple lost their lives. It is estimat

ed that the claims for damages 

will amount to almost FIM 1.5 

billion.

Gross premium income for 

Sampo International developed 

approximately according to 

plan, and came to slightly 

above FIM 300 million, which 

represents a slight fallback from 

the comparable figures for

1987.

There was also a significant 

further fall in claims paid, 

which amounted to approxi

mately FIM 290 million, or 

about 30 per cent less than in

1987. The majority of the 

claims related to the period 

1983-87.

The technical result on rein

surance business, i.e. prior to 

the inclusion of yield on invest

ments, showed a marked im

provement from 1987, and ex

ceeded targets.

INVESTMENTS

Sampo International em

barked on investment opera

tions in their present form on

1 January 1988, when assets 

both within Finland and abroad 

were transferred from the 

parent company Sampo to 

Sampo International in order to 

cover the technical reserves. 
Staff were also transferred to 

Sampo International from the 

Sampo Group's Investments 

Unit at the same time.

The major emphasis in 

Sampo International's investments 

operations during 1988 was 

not only on ensuring a profi

table and secure yield, but also 

especially on the reduction of 

the risk represented by currency 

fluctuations to technical 

reserves held in foreign curren

cies, since immediately following 

the portfolio transfer, the for

eign currency technical debts 

were considerably larger than 
the foreign currency assets. 

Throughout the year, therefore, 

as funds became freed from in

vestments in Finnmarks, they 

were reinvested in foreign as
sets, with the largest expansion 

occurring in the portfolios in US 

dollars and Danish crowns; the 

open currency position in these 

currencies was reduced by over 

75 per cent, and the Compa

ny's overall open currency posi

tion was cut by nearly half in 

the course of the year. As a 

consequence of the strategy 

chosen, the Company's domes

tic loans portfolio was reduced 

during the year by nearly 40 

per cent, and Finnish securities 

were sold to a value of almost 

FIM 100 million.

The Company's net income in 

investments amounted to FIM 

90 million, and the net effect of 

currency fluctuations on the 

Company's result was positive.

ACCOUNTS FOR THE YEAR

The Accounts for the Year as 

published in this Report have 

been drawn up in conformity 

with official actuarial practice, 

but the figures are given to the 

nearest thousand Finnmarks. 

The official Accounts for the 

Year are available for inspec

tion at the Head Office of 

Sampo Insurance Company 

Limited at Yliopistonkatu 27, 

Turku.



REPORT BY THE BOARD OF DIRECTORS
INTRODUCTION

Economic development held 

steady, with few exceptions, in 

all the Western industrialized 

countries, and the trends in the 

Finnish economy were favour

able. Unemployment fell to the 

lowest level for almost a de

cade, and inflation was kept 

under reasonable control. 

Towards the end of the year, 

however, increasing pressure 

was felt on prices. During the 

autumn, a Stabilization Agree

ment was reached between the 

Finance Ministry, the Bank of

Finland, and the employers' or

ganizations and labour unions, 

the primary aim of which was 

to prevent inflation from rising 

to a level significantly higher 

than in competitor countries.

The impact of the Stabilization 

Agreement will be seen over 

the next two years.

The major problem facing the 

Finnish economy is the upsurge 

in private consumption, 

financed to a considerable ex

tent on credit. The expansion in 

consumer demand has been 

particularly focused on import

ed commodities, and this has 

led to a rapidly increasing 

deficit on the balance of pay

ments. In order to restore a bet

ter balance of payments, it was 

necessary to resort to imports 

of foreign capital. In March

1989, in order to reduce the 

consumption of imported com

modities, the Bank of Finland 

reduced the fluctuation band of 

the foreign currency index by 

four per cent, i.e. effectively 

revaluing the Finnmark in rela

tion to other exchangeable cur

rencies. The Government also 

let it be known that further 

economic steps would be taken 

to improve the level of savings. 

The positive overall economic 

trend is expected to persist 

throughout 1989, although the 

deficit on the balance of pay

ments is likely to further in

crease.

Non-life Underwriting

On the basis of the figures 

available, 1988 appears to 

have been a good year in Fin

nish non-life underwriting. 

Premium income on domestic 

direct underwriting increased 

during the year by nearly 16 

per cent, and the claims ratio 

fell from the previous year's 

level. The cautious line adopt

ed by Finnish insurance compa

nies towards reinsurance ac

cepted continued, however, to 

hold back premium income on 

foreign business.

Despite this cautious ap

proach to foreign risks, the final 

result for the year on foreign 

business will probably be poor. 

Far-reaching changes also con

tinued in the structure of invest

ments policies of Finnish non-life 

insurance companies, with an 

on-going shift aw ay from credit 

into stock and real estate in

vestments. Preliminary informa

tion indicates that non-life insur

ance companies' investment in

come overall rose by an aver

age of 8 per cent.

The legislative proposal af

fecting insurance which has 

aroused the most discussion 

has been the Bill introduced in 

the Parliament by the Finnish 

Government to limit the extent 

of foreign ownership in Finnish 

insurance companies. The Bill 

proposes that neither foreign

ers, foreign companies, nor Fin

nish corporations defined as 

dangerous companies, should 

be allowed to hold more than 

40 per cent of the stock in a 

Finnish insurance company, nor 

to control more than 20 per 

cent of the votes at a General 

Meeting of the company. The 

Bill has not as yet been ap

proved by Parliament.

N ew  Finnish legislation is 

also under preparation to abol

ish share certificates and 
replace them by computerized 

share records. Sampo, which 

has the largest number of 

shareholders of any company 

on the Finnish stock market, 

would naturally be significantly 

affected by such a change.

In January 1988, the Ministry 

of Social Affairs and Health is

sued licences for three foreign 

insurance companies to com

mence underwriting non-life in

surance in Finland; and several 

Finnish companies have also 

entered into various forms of 

agreement concerning collabo

ration with foreign insurance 

companies. Although the im

pact of these changes was still 

on a minor scale during 1988, 

the collaboration agreements 

represent Finnish insurers' moves 

to prepare against international 

competition and the gradual in

tegration of the European insur

ance market.

THE SAMPO COMPA
NIES (juridical grouping) 

Changes During the 
Financial Year

On 31 December 1988, the 

juridical grouping of The Sam

po Companies comprised the 

parent company Sampo and 

the following subsidiaries:

Sampo International Insur

ance Company Limited, Hel

sinki

Sampo Insurance Company 

(U.K.) Limited, London

Sampo Finlandia Limited, Lon

don

Risk Management Ltd, Turku

19 real estate companies in 

Finland
In the previous financial year, 

Sampo Insurance Company 

(U.K.) Limited and Sampo Fin

landia Limited both belonged 

directly to The Sampo Compa

nies juridical grouping,- on 1 

January 1988, however, they 

were transferred to the owner

ship of Sampo International, 

and thus now belong directly 

to The Sampo International 

Companies juridical grouping, 

but thus also continue to be

long indirectly to The Sampo 

Companies juridical grouping.

At the beginning of the finan

cial year, The Sampo Compa

nies juridical grouping also in

cluded Tarmo Life Assurance 

Company Limited. A more ac

tive profile has however now
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been created for Tarmo, which 

is concentrating on the market

ing of life assurance to cor

porate clients. An Extraordinary 

General Meeting of Tarmo 

resolved on 2 February 1988 to 

raise the company's share cap

ital from the previous level of 

FIM 4 800 000 to FIM 16 250 

000, by raising the nominal 

value of shares from FIM 1000 

to FIM 2200. Following this 

move, the tied capital of Tarmo, 

including the Security Fund of 

FIM 13 740 000, now amounts 

to FIM 29 900 000. The re

vised share capital figure was 

recorded in the Register of 

Companies on 1 June 1988. 

Sampo Insurance Company 

Limited took 1700 of the new 

shares, bringing its total share

holding to 6500 shares, i.e. 40 

per cent of the total stock; 

Kaleva Mutual Life Assurance 

Company took 6500 new 

shares, and Sampo Pensions In

surance Limited 3250.



On 22 November 1988 Sam

po Insurance Company Limited 

sold to Kaleva Mutual Life As

surance Company 6155 Tarmo 

shares, retaining only 345 

shares, i.e. 2 per cent of the 

Tarmo stock. As a result of this 

transaction, Tarmo is now part 

of The Kaleva Companies 

juridical grouping.

During the financial year, The 

Sampo Companies juridical 

grouping sold one real estate 

company and purchased one 

other one,- the number of real 

estate companies in the juridi

cal grouping thus remains un

changed.

W ith  a view to the develop

ment of investment, the share 

capital of Sampo Finance Limit

ed, an investment company 

jointly owned by Sampo and 

Kaleva Mutual Life Assurance 

Company, was raised three 

times to FIM 80 million. This 

company specializes in stock 

holding and management. Two 

new companies were also es

tablished: Fundamental Invest 

Ltd, and Profit Trading Ltd. The 

tied capital of Fundamental In

vest is FIM 50 million; Sampo 

Finance Ltd holds 80 per cent 

of the stock, and Sampo and 

Kaleva hold ten per cent each. 

This company also specializes 

in the holding and manage

ment of stock. The tied capital 

of Profit Trading Ltd is FIM 30 

million, and it specializes in 

trading in securities. Fundamen

tal Invest holds all of the stock 

of Profit Trading. None of these 

companies, however, i.e. Sam

po Finance Ltd, Fundamental 

Invest Ltd, or Profit Trading Ltd, 

come under The Sampo Com

panies juridical grouping.

Responsibility for computer 

services has now been as

signed to SamNet, a data 

management and computer 

services unit operating as a 

profit centre under the Group's 

central management. The basis 

has also been laid down for 

SamNet to form a separate 

company, but no further deci

sion has as yet been taken, 

pending the current revision of

the taxation legislation relating 

to service industries.

Changes Following the 
End of the Financial Year

The share capital of Sampo 

Insurance Company (U.K.) 

Limited, one of the The Sampo 

Companies juridical grouping's 

subsidiaries, has been raised to 

a level more appropriate to the 

solvency expected of a compa
ny operating in international 

reinsurance markets. By a reso

lution of the Company's 

General Meeting dating from 

14 December 1983, the Board 

of Directors already held the 

authority to raise the capital of 

the Company from £6 million to 

£10 million,- and on this authori

zation, the share capital of the 

Company has now been raised 

to £10 million by means of an 

issue to Sampo Insurance Com

pany Limited of four million 

shares at a par value of one 

pound. The increased share 

capital was recorded on 1 

February 1989. Following this 

increase in share capital, Sam

po International Insurance 

Company Limited now holds 

60 per cent and Sampo Insur

ance Company Limited 40 per 

cent of the stock in the Com

pany.

SAMPO INSURANCE 
COMPANY LIMITED 

Distribution of Share Cer
tificates and Increases in 
Share Capital

The conversion of Sampo 

from a Mutual Insurance Com

pany to a joint-stock company 

was recorded in the Register of 

Companies on 16 September

1987. The share certificates in 

Sampo Insurance Company 

Limited were distributed to the 

shareholders through the Fin

nish Savings Bank network be

tween 14 December 1987 and 

29 January 1988, and share 

certificates uncollected by the

end of that period were sent to 

the shareholders by post. The 

shares of shareholders who 

could not be traced were 

returned to Sampo for safe 

keeping until such future time 

as they could be delivered; 

these comprised the holdings 

of approximately 30 000 

shareholders, representing just 

under 3 per cent of the total 

stock. At the end of the year,

33 993 share certificates were 

still unclaimed.

The quotation of Sampo A 

Shares on the Helsinki Stock 

Exchange began on 14 Janu

ary 1988.

An Extraordinary General 

Meeting of Sampo on 18 De

cember 1987 had authorized 

the Board of Directors subse

quently to increase the share 

capital of the Company by one 

or more new issues of shares, 

to a maximum total increase of 

FIM 132 million. This resolution 

also authorized the Board to 

determine the share price and 

other conditions for share 

issues.

On 15 March 1989, the 

Sampo Board of Directors 

decided on the basis of this 

authorization to increase the 

share capital of the Company 

to between FIM 106 million 

and FIM 126 million, by means 

of an issue of shares between

11 April and 20 M a y  1988 in 

which each holder of one old 

share would be entitled to buy 

one new share at the price of 

FIM 250, and each holder of 

one new share to apply for up 

to ten additional new shares at 

the price of FIM 280.

The issue was completely 

subscribed, with 2 566 363 

shares being claimed on the 

basis of old shares and 433 

637 taken up as additional 

subscriptions. The total number 

of additional shares applied for 

was 12 082 149; in other 

words only a small proportion

of these applications could be 

met. The proceeds of the share 

issue, amounting to FIM 703 

million, were placed on the 

Security Reserve. The increased 

share capital was recorded in 

the Register of Companies on 

14 September 1988.

On 22 August 1989, the 

Sampo Board of Directors 

decided on the basis of the 

same authorization from the 

General Meeting of 18 Decem

ber 1987 to further increase 

the share capital of the Com

pany to between FIM 156 mil

lion and FIM 186 million, by 

means of an issue of shares 

between 17 October and 18 

November 1988 entitling each 

holder of two old shares to 

subscribe to one new share at 

the price of FIM 325; each 

holder of one new share would 

further be entitled to apply for 

up to five additional new 

shares at the price of FIM 400.

The issue was once again 

completely subscribed, with

2 748 224 shares being 

claimed by right of old shares 

and 251 736 as additional 

subscriptions. The additional 

shares subscribed amounted to 

only 3.2 per cent of the num

ber applied for. The proceeds 

of this share issue, amounting 

to FIM 934 million, were again 

placed on the Security Reserve. 

Since payment for this addi

tional issue of shares did not 

fall due until 1989, the figure 

has been entered in the ac

counts as Due from Share Is

sues.

The increased share capital 

was recorded in the Register of 

Companies on 30 December

1988.

Shares, Stock Capital and 
Shareholders

The Sampo General Meeting 

on 15 M ay 1987 approved the 

issue of a total number of

3 300 000 shares, comprising

3 280 000 A Shares and
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20 000 B Shares. This figure 

was set high enough to ensure 

that it would be adequate, 

since the precise number of 

shareholders at the time of the 
resolution could not be known; 

and when the Share Register 

was drawn up, it was found 
that the number of shareholders 

in the company, and the num

ber of insurance policies en

titling their holders to A Shares, 

were as expected lower than 

the figure originally approved. 

The Board of Directors there

fore approved the withdrawal 

of 300 000 Shares, though 

with no reduction in the Share 

Capital of the Company, and 

this amended number of Shares 

was recorded with the Register 

of Companies on 10 February

1988. The Company still holds 

42 740 A Shares in reserve 

against possible future claims 

arising from the conversion to a 

joint-stock company.



Shares (5 April 1989) No of shares No of votes*

Series A 8 940 000 8 940 000
Series B 60 000 300 000

Total 9 000 000 9 240 000

Share Capital FIM 186 000 000

Nominal share value FIM 20

(*) Disregarding limitation by insurance premium payments 

A and B Shares confer equal

entitlement to the dividends 

and reserves of the Company. 

Each A Share entitles the hol

der to one vote at a General 

Meeting of the Company, and 

each B Share to five votes. The 

holders of A Shares are howe

ver further entitled to exercise 

at General Meetings of the 

Company one additional vote 

for each thousand Finnmarks or 

part thereof paid by the Share
holder to the Company in insu

rance premiums during the pre

ceding year, except that the to

tal number of votes exercised 

by any Shareholder may not 

exceed his or her total number 

of A Shares.

At the beginning of the year, 

when Sampo was a newly- 

quoted company on the Finnish 

Stock Exchange, the structure of 

ownership was still unstable,-

Shares Votes
Series A (%) (%)

Investmentbola

get Nobiscum 6.4 6.2

Kaleva Mutual Li

fe Assurance Co. 5.1 4.9
Sampo Pension

Insurance Co. Ltd 4.8 4.7

Mandatum O y 3.8 3.7

O y  Pomi-Trading 2.5 2.4

Sampo Finance

Ltd 2.3 2.2
Rentia O y 2.2 2.1

Finnanfo O y  Ltd 2.0 2.0

Tuottajaosake

O y 2.0 1.9

Kansallis Bank 1.1 1.0

and the Company subsequently 

became the target of an a t

tempted takeover of unusual 

duration for Finnish conditions. 

After this initial period of uncer

tainty, the structure of owners

hip stabilized once Finanssilai- 

tos O y  (Finance Institute Ltd) 

had purchased a 25 per cent 

holding in Sampo's shares.

Since in Finland the registrati

on of shareholders is not obli

gatory, the name of Finanssilai- 

tos O y  does not yet appear on 

the Register of Shares. Informa

tion released also indicates 

that of the shareholders listed 
below Investmentbolaget N o 

biscum, Rentia Oy, Finnanfo O y  

Ltd, and Tuotta|aosake O y  ha

ve apparently now sold their 

Sampo shareholdings.

The Register of Shares listed 

on 5 April 1989 a total of 

633 299 shareholders, of 

which the largest holdings w e

re as follows:

Series B Shares Votes

(%) (%)

Tarmo Life Assu

rance Co Ltd 0.3 1.6

Vastuu Reinsuran

ce Co Ltd 0.3 1.6

Shareholdings by Members and 

Alternate Members of the Su

pervisory Board, of the Board 

of Directors, and by the M ana

ging Director together amoun

ted on 5 April 1989 to 666 A 

Shares, representing 0.0072 

per cent of the total number of 

votes

ADMINISTRATION

Resignations from the Super

visory Board were tendered at 

the General Meeting on 6 

M ay 1988 by Matti Hurme,

Bror Johansson, Mrs Irja Keto- 

nen, Kurt Lindholm, and Ahti 

Sirkia, and two new members 

were elected: Keijo Ketonen 

and Thor Bjorn Lundqvist. The 

number of members of the 

Supervisory Board was fixed 

at 32.

The members of the Board of 

Directors during the year were 

Antti Kataja, Heikki Loyttyniemi, 

Kauko Pihlava, and Juhani Kan- 

gas. No changes in the com

position of the Board occurred 

during the year.

W ith  effect from 1 January

1989, Heikki Loyttyniemi has 

now resigned from the Board 

of Directors. On 12 October

1988, the Supervisory Board 

elected, with effect from 1 Ja

nuary 1989, Matti Ruohonen 

as a full Member, and Jorma 

Kuokkanen as an Alternate 

Member of the Board of Direc

tors.

On 30 September 1988, at 

the request of certain sharehol

ders, an Extraordinary General 

Meeting of the Company was 

called. The Meeting rejected a 

motion by these shareholders 

that the authority to raise the 

share capital of the Company, 

which had been issued to the 

Board of Directors by the G e

neral Meeting of 18 December 

1987, should be revoked. The 

approval of this motion would 

have necessitated the cancella

tion of the Share Issue of 17 

October - 18 November 1988. 

The General Meeting further 

resolved that no action be ta

ken on the proposal by the mi

nority shareholders that the 

share capital should be raised 

by a new issue of shares to the 

value of FIM 120 million.

At the request of certain sha

reholders, a further Extraordina

ry General Meeting of the 

Company was called on 1 Feb

ruary 1989, at which it was re

solved to appoint one additio

nal Auditor to take part in the 

audit for the financial year en

ding 31 December 1988. It 

was further resolved to carry 

out a special inspection of the 

register of votes at the Extraor

dinary General Meeting of 30 

September 1988, if in the opi

nion of the Ministry of Social 

Affairs and Health this would 

be legitimate under the Insuran

ce Companies Act. No formal 

request to the Ministry for such 

a special inspection was howe

ver submitted before the expiry 

of the prescribed time.

It was further resolved not to 

settle out of court the dispute 

between O y Rentia Ab and 

Sampo Insurance Company Li

mited concerning the alleged 

invalidity of parts of the Articles 

of Association, nor to withdraw 

the appeal submitted by Sam

po Insurance Company Limited 

to the Court of Appeal against 

the ruling issued by the Turku 

Magistrates' Court in this mat

ter.

RESULTS OF 
OPERATIONS 

Actuarial Principles in the 
Consolidated Accounts

In the following, the term 

"consolidated accounts" refers 

to the accounts of the juridical 

grouping The Sampo Compa

nies. In these consolidated ac

counts, shareholdings by one 

member company in another 

have been eliminated, and 

transactions, debits, and credits 

within the grouping have been 

discounted. Figures referring to 

the overseas subsidiaries have 

been converted into Finnmarks 

at the official buying rate valid 

on the day of closure of the 

accounts.

The Capital and Free 

Reserves on the consolidated 

accounts amount to FIM 130 

741 873.39, including the 

profit for the year, amounting 

to FIM 27 757 753.50.

Premium Income

Sampo's share of the direct 

insurance market in Finland 

rose, according to preliminary 

information, by more than 0.2 

percentage points, which is an 

improvement in excess of the 

target set. Advances were 

made in particular in statutory 

accident insurance and motor 

third party insurance. Premium 

income on the consolidated ac

counts rose to FIM 2219 mil

lion, representing an increase 

over the previous year of 13 

per cent. The premium income 

of the parent company Sampo 

rose to reach FIM 1947.2 mil

lion, as a result of a seventeen 

per cent increase in premium 

income on direct underwriting. 

Various forms of statutory insur

ance accounted for 45 per 

cent of premium income.

On reinsurance, the consoli

dated accounts show a fall in 

premium income of 6.3 per 

cent, to FIM 290 million. This 

fall was due to the cautious 

approach to risks, with the aim 

of achieving a healthy portfolio 

which can then be profitably 

expanded at a later date, hav

ing due regard to the state of 

the market. Domestic reinsur

ance accounted for 15 per cent 

of reinsurance premium income.

Investments

N et income from investments on 

the consolidated accounts 

amounted to FIM 452.4 million, 

representing an increase of 34 

per cent from the previous 

year. The main focus of invest

ments continued to shift from 

traditional interest income into 

stocks and real estate. The ac

counts for the parent company 

Sampo include profits of FIM 

134.8 million on sales, and a 

rise of FIM 31.5 million in the 

book value of shares in public 

companies. An increase was 

carried out for those shares 

transferred to Sampo Interna

tional on 1 January 1988 to 

cover the latter's outstanding 

claims reserve; since shares 

transferred between companies

SAMPO GROUP, MARKET SHARES ON 
DIRECT UNDERWRITING 1984-1988

Non-life 

insurance 

Pension insurance

Life

assurance

*) Estimate

must be written at their current 

value, a revaluation was also 

entered for the transferred 

shares to cover the difference 

between their current and book 

values.

Claims Incurred

Compensation paid under 

direct business rose by 16 per 

cent, and amounted to FIM 

1202 million. The claims ratio 

fell by about half of one per

centage point, to 62 per cent. 

The heaviest increase in claims 

paid occurred on statutory ac

cident and motor hull insurance. 

Total claims paid on the con

solidated accounts amounted 

to FIM 335 million, which is 

about FIM 133 million less than 

in 1987. Domestic reinsurance 

accounted for FIM 26.7 million 

of total claims paid. The in

crease in the Outstanding 

Claims Reserve on the consoli

dated accounts came to FIM 

359 million.



Administrative Expenses, 
Operating Margin, and 
Other Income

The growth in administrative 

expenses was once more held 

below the increase in premium 

income from direct underwrit

ing, and the targets set for cut

ting back on administrative ex

penses were more than met. 

Administrative expenses fell in 
relation to premium income on 

direct underwriting by 2.5 per

centage points. For the parent 

company Sampo, administrative 
expenses rose by just over 6 

per cent, and following the 

transfer to the Pension Fund, 

amounted this year to FIM

492.6 million. Salaries and 

commissions accounted for FIM 

286.3 million of the administra

tive expenses. The stochastic 

result for the parent company 

Sampo grew more than four

fold, to reach FIM 218.1 million 

(discounting revaluations). This 

was well in excess of the target 

set. On the consolidated ac

counts the Operating Margin 

amounted to FIM 161 million, 
i.e. 37 per cent more than in 

1987. The Operating Margin 

for the parent company Sampo 

rose to FIM 140 million, an im

provement of more than one 

fifth over the preceding year.

O ther income, mainly arising 

from profits on the sales of 

fixed assets, amounted to FIM

147.7 million. The major trans

action concerned the sale of 

Sampo House on Yliopistonkatu 

in Turku to the Sampo Group 

Pension Fund. Other costs in

curred amounted to FIM 91.9 

million, including the adminis

trative costs of the two share 

issues, amounting to FIM 57 

million. A transfer to the Pen

sion Fund of FIM 34 million 

was made in order to cover the 

accumulated statutory deficit.

Staff

The average total of staff em

ployed during the year by the 

juridical grouping The Sampo 

Companies came to 2291,

2241 of whom were employed 

by the parent company Sampo. 

The total expenditure for salar

ies and commissions on the 

consolidated accounts amount

ed to FIM 265 940 779, the 

combined remuneration for 

executive staff amounting to 

FIM 1 185 175. For the parent 

company Sampo, the total ex

penditure on salaries and com

missions during the year 

amounted to FIM 260 503 

023, the combined remunera

tion for executives amounting to 

FIM 1 119 273. No shares of 

profits were paid to members 

of the Supervisory Board,

Board of Directors, or the 

Managing Director during the 

financial year. A transfer to the 

Pension Fund of FIM 11.5 mil

lion by the parent company 

Sampo, and a revaluation of 

the holdings of the Pension 

Fund to the value of FIM 9.9 

million, were carried out to 

cover the accumulated statutory 

deficit. The statutory deficit of 

the Sampo Group Pension Fund 

in respect of voluntary addition

al pension cover amounted at

Balance for the Year

The Income Statement for the 

parent company Sampo shows a 

profit for the year of FIM 28 853 

052.87, which together with the 

undistributed profit of FIM 161 

638.64 from the preceding year 

gives a total balance for the year 

of FIM 29 014 691.51. The Board 
of Directors proposes that a divi

dend of 15 per cent be paid to

the end of 1988 to FIM 45.2 

million, and 86 per cent of the 

pension liability is currently co

vered, as compared with 76 

per cent a year previously, 

when the transfer to the F*en- 

sion Fund had comprised FIM 

14.5 million.

Depreciation, Reserves, 
and Taxation

The planned depreciation on 

investments and fixed assets 

was FIM 12.7 million and FIM 

50.3 million respectively, where 

the maximum depreciation per

mitted under the terms of the 

Taxation of Businesses Act 

would have been FIM 33 mil

lion greater. The writedown on 

investments was increased by 

FIM 59 million, and the provi

sion against possible credit 

losses diminished by FIM 6 mil
lion, the reason for this being 

the transfer of certain credit 

due on insurance along with 

the portfolio transferred to 

Sampo International. FIM 9.2 

million was set aside from the 

free capital reserves to cover 

taxes due on earlier years' 

business. The direct taxes due 

on insurance business during 

the financial year amounted to 

FIM 18 million.

the Shareholders, viz. FIM 3.00 

for each of the six million A or B 

Share entitled to dividends. No 

dividend shall be distributed in 

respect of the increase in share 

capital carried out in October- 

November 1988. The Board of 

Directors proposes that the profit 

for the year be distributed in the 

following manner:

To be transferred to the Security Reserve FIM 10 500 000.00

To be paid as dividend FIM 18 000 000.00 
To be used at the discretion of

the Board for purposes of public utility FIM 400 000.00 

To be retained on the Profit and

Loss Account FIM 114 691.51

Solvency

As a consequence of the 

strengthening of Sampo's own 

capital reserves, the favourable 

result on insurance underwrit

ing, and the rise in the value of 

the Company's investments, 

Sampo's solvency margin rose 

from 129 per cent to 273 per 

cent. The Company's solvency 

has thus now been raised to a 

satisfactory level by internation

al standards. The Company's 

solvency ratio improved by 

about 9 percentage points, 

reaching at the end of the year 

35.4 per cent of the Full 

Amount. The Equalization 

Reserve rose by FIM 108.2 mil

lion, to reach FIM 536.9 mil

lion.

Future Prospects

Competition is intensifying in 

the insurance market. European 

integration has not as yet had 

any major impact on the Fin

nish insurance market, but the 

intrusion of foreign companies 

is to be expected, especially in 

business insurance. W ith  the in

creasing internationalization of 

business operations, it also be

comes of increasing importance 

for Finnish insurers to be able 

to meet their clients' needs out

side the country. It is also ex

pected that the pricing of insur

ance in statutory classes of in

surance may be deregulated, 
leading to increased competi

tion in these fields.

Increasing importance also 

applies to improved profitability 

and the search for the best 

channels of distribution for pri

vate insurance. In reinsurance, 

despite a number of major 

losses, no rise in premiums has 

occurred. W ith  the internation

alization of capital and finance 

markets, a w ider range of pos

sibilities for investments is open

ing up, although this also car

ries with it greater risks.

During the past two years, 

Sampo Insurance Company 

Limited has undergone major 

changes. The conversion of the 

Company from a mutual to a 

stock basis, and the warm 

reception of the two share is

sues during the past year, have 

strengthened the Company's 

solvency at an internationally 

competitive level.

In face of new competition, 

expertise and familiarity with 

clients' needs is taking on in

creasing significance. During 

the past year, Sampo has im

plemented the separation at 

the regional level of its private

and business market opera

tions, with the aim of raising 

the standard of service. This re

organization will provide im

proved opportunities to develop 

the distinct expertise and skills 

of staff in these separate fields 

of insurance.

In the underwriting of private 

insurance, Sampo has been a 

pioneer. The new forms of in

surance cover introduced in 

March were well received by 

clients. Sampo has also forged 

ahead with the Company's in

vestment activities, and is 

rapidly developing a second 

area of excellence in financial 

knowhow.

The close collaboration be

tween banks and insurance in

stitutions, already well estab

lished in some other countries, 

is only gradually taking shape 

in Finland, and the future will 

show which forms of collabora

tion are most likely to prove 

beneficial. In March Sampo 

signed an agreement with the 

Union Bank of Finland, under 

which standard forms of non

life insurance are to be market

ed through the Union Bank's 

network of branches. Sampo 

now enjoys excellent prospects 

for valuable banking collabora

tion in a variety of fields.

Turku, 5 April 1989 

SAMPO INSURANCE COM PANY LIMITED 

The Board of Directors

Kauko Pihlava 
Managing Director

Juhani Kangas Matti Ruohonen

'  Antti Kataja 

Chairman of the Board



THE SAMPO COMPANIES

CONSOLIDATED INCOME STATEMENT

FIM thousands Jan.—31 Dec. 1988 1 Jan.—31 . Dec . 1987

Premium Income'1
Direct Underwriting...................
Reinsurance Assumed...............

+
+

929 515 
289 916 + 2 219 431

+ 1 
+

655 934 
309 447 + 1 965 381

Uncollectable Premiums............... — 13 490 — 13 526

+ 2 205 941 + 1 951 855

Investments21
Income......................................
O u tg o ......................................
Valuation Adjustments...............

+

+

568 299 
147 364 
31 468 + 452 403

+ 453 183 
116 359

+ 336 824

Change in Unearned
Premium Reserve .............................................. 67 725 52 986

Gross Income............................. + 2 590 619 + 2 235 693

Claims Incurred
Claims Paid31..............................
Change in Outstanding 

Claims Reserve.......................

- 536 160 

358 623 -  1 894 783

-  1 51 1 617 

134 686 -  1 646 303

Gross M a rg in .............................. + 695 836 + 589 390

Reinsurance Ceded
Premium Income'11.....................
Change in Unearned

Premiums Reserve...................
Claims Paid ..............................
Change in Outstanding 

Claims Reserve.......................

+
+

93 954

2714 
78 776

11 868 24 332

+

+

102 039

918 
66 370

35 932 655

Retained Gross M a rg in ............... + 671 504 + 588 735

Administrative Expenses
Salaries and Commissions.........
W e lfa re Contributions...............
Other Expenses.......................

—
294 457 

94 035 
121 958 510 450

— 269 299 
70 963 

131 059 471 321

Operating Marg in + 161 054 + 1 17 414

FIM thousands 1 Jan.-31 Dec. 1988 1 Jan.—31 Dec. 1987

Planned Depreciation51
Investments....................................
Fixed Assets..................................

1 4 1 20 
-  50 915 65 035

14 300 
-  43 506 - 57 806

Business Profit.................................. + 96 019 + 59 608

Other In c o m e .................................. + 147 530 + 9860

Other O u tg o .................................... — 91 890 — 151

Profit Prior to Provisions 
and Taxes.................................... + 151 659 + 69 317

Difference between Depreciation 
Planned and Entered................... - 33 555 - 3314

Changes in Provisions
Possible Credit Losses...................
Provision for Investments...............
Provision for Housing...................
Depreciation of Bonds...................

2700 

-  67 750 70 450

1537 
15 125 

-  595 
13 283 — 30 540

Taxes
Taxes .............................................
Covered out of Capital Reserves.

-  29 1 1 1 
+ 9200 19 911

-  20 913
20 913

Currency Conversions..................... _ 10 _ 3

Profit for the Y e a r ........................... + 27 733 + 14 547

Minority Interest.............................. + 25 + 18

Sampo Companies, Profit for 
the Y e a r........................................ + 27 758 + 14 565



THE SAMPO COMPANIES

CONSOLIDATED BALANCE SHEET

ASSETS

FIM thousands 31 Dec. 1988 31 Dec. 1987

Current Assets
Cash in Hand and at Banks........
Due from Reinsurers.....................
Accrued Credits and

Deferred Charges.......................
O ther Current Assets.....................

328 429 
294 017

779 890 
341 191 1 743 527

1 84 442 
310 348

749 799 
57 306 1 301 895

Investments
Loans ............................................
Bonds and Debentures.................
Stocks and Shares.......................
Shares in Real Estate.....................
Real Estate....................................
Accumulated Difference between 

Depreciation Planned and 
Entered61......................................

1 138 771 
890 197 

1 375 675 
503 743 
498 169

98 641 4 505 196

955 477 
405 494 
649 393 

43 414 
473 504

90 386 2 617 668

Fixed Assets
Stocks and Shares.......................
Shares in Real Estate.....................
Real Estate....................................
Furniture and Fixtures...................
Other Fixed Assets.......................
Accumulated Difference between 

Depreciation Planned and 
Entered61..................................

133 613 
48 290 

258 322 
111 422 
150 989

16 155 686 481

121 397 
44 789 

193 844 
125 572 
134 201

-  28 479 591 324

Valuation Items
Currency Conversions................... 5062 

6 940 266

5781 

4 516 668

LIABILITIES

FIM thousands 31 Dec. 1988 31 Dec. 1987

Current Liabilities
Due to O ther Insurance
Companies..................................

Accrued Charges and
Deferred C redits.........................

O ther Liabilities..............................
Technical Reserves 

Unearned Premiums Reserve. . . . 
Outstanding Claims Reserve. . . .

80 251

85 893 
509 062

787 518 
3 250 544

76 798

61 639 
393 865

726 363 
2 895 680

4 038 062 4 713 268 3 622 043 4 154 345

Provisions
Accumulated Difference between 

Depreciation Planned and
Entered61......................................

Possible Credit Losses...................
Provision for Investments...............
Provision for Housing...................
Depreciation of Bonds...................

82 486 
90 301 
15 000 

1315 
81 150 270 252

61 907 
87 670 
15 125 

1315 
13 455 1 79 472

Minority Shareholdings................... 2479 2506

Capital Reserves71
Tied Capital

Share C ap ita l..............................
Reserve Fund..............................
Valuation Reserve.......................

186 000 
1 636 892 

633 1 823 525

66 000 

633 66 633

Free Capital
Security Reserve.........................
O ther Free Reserves...................
Loss from Previous Years.............
Profit for the Y e a r.......................

69 694 
36 889 

-  3599 
27 758 1 30 742

54 894 
46 175 

1922 
14 565 113 712

1 954 267 1 80 345

6 940 266 4 516 668



FIM thousands Jan.—31 Dec. 1988 Jan.-31 Dec. 1987

Premium Income"
Direct Underwriting. . . 
Reinsurance Assumed.

Uncollectable Premiums.

Investments21
Income.......................
O u tg o .......................
Valuation Adjustments.

Change in Unearned Premium Reserve
Total C hange................................
Portfolio Transfer...........................

Gross Income..................................

Claims Incurred
Claims Paid31..................................
Change in Outstanding Claims 

Reserve
Total Change..............................
Portfolio Transfer.........................

Gross M a rg in ...........................

Reinsurance Ceded
Premium Income41...................
Change in Unearned Premiums 

Reserve
Total Change.......................
Portfolio Transfer...................

Claims Paid............................
Change in Outstanding Claims 

Reserve
Total Change.......................
Portfolio Transfer...................

Retained Gross M a rg in .

+ 1 929 515
+ 1 7 653 + 1 947 1 68 

-  13 473

+

+ 1 649 241
+ 271 756 + 1 920 997 

- 1 3  489

933 695

+ 430 494 
-  108 453
+ 31 468 + 353 509

70 693 
147519 76 826

+ 428 722 
-  101 542

52 089

+ 1 907 508

327 180

-  52 089

+ 2 210 378 + 2 182 599

-  1 219 458 -  1 455 229

+ 420 562 -  138 738
-  749 157

-  328 595 -  1 548 053 -  138 738 -  1 593 967

+ 662 325 + 588 632

-  64 262 -  81 482

+ 188 3076
+ 1902

+ 2090 3076
+ 48 343 + 41 631

-  25 501 + 27 829
+ 9720

15 781 -  29 610 + 27 829 -  15 098

+ 632 715 + 573 534

FIM thousands 1 Jan.-31 Dec. 1988 1 Jan.—31 Dec. 1987

Administrative Expenses
Salaries and Commissions.............
W e lfa re  Contributions...................
Other Expenses...........................

— 286 265 
90 197 

116 168 492 630

-  267 020
-  70 252
-  125 812 - 463 084

Operating M a rg in ........................... + 140 085 + 110 450

Planned Depreciation51
Investments....................................
Fixed Assets.................................. —

12 773 
50 264 — 63 037

12 789 
-  43 219 — 56 008

Business P ro fit.................................. + 77 048 + 54 442

Other In c o m e .................................. + 147 718 + 10 017

Other O u tg o .................................... — 91 890 — 151

Profit Prior to Provisions 
and Taxes.................................... + 132 876 + 64 308

Difference between Depreciation51 
Planned and Entered................... — 33 016 — 2 461

Changes in Provisions
Possible Credit Losses...................
Provision for Investments...............
Depreciation of Bonds...................

+ 6000 

59 000 53 000
-  15 000 

12 000 - 27 000

Taxes
Taxes .............................................
Covered out of Capital Reserves. +

27 207 
9200 18 007

1 9712
19 712

Profit for the Y e a r ........................... + 28 853 + 15 135



ASSETS

FIM thousands 31 Dec 1988 31 Dec. 1987

Current Assets
Cash in Hand and at Banks........
Due from Reinsurers 

Unearned Premiums Reserve. . . . 
Outstanding Claims Reserve. . . .
Deposits M a d e ...........................
Sundry Debtors...........................

25 018 
35 929 

8872 
14 435

154 201 

84 254

24 830 
61 430 

101 029 
57 709

142 690 

244 998

Accrued Credits and Deferred 
Charges
Premium Income.........................
Accrued Interest Receivable. . . . 
O ther Accrued Credits...............

452 406 
30 776 
20 812 503 994

650 460
31 215
32 785 714 460

Other Current Assets
Sales Prices Receivable...............
Due from Other Group
Com pan ies................................
Due from Share Issues.................
Sundry O ther Current Assets . . . .

1 16 358

5046 
100 710 
240 864 462 978

1501 

10 090 

82 960 94 551

Investments
Loans............................................
Bonds and Debentures.................
Stocks and Shares 

Other than Subsidiary
Com pan ies................................

Shares in Real Estate
Subsidiary Companies.................
Other Companies.......................

28 256 
502 473

1 205 427

766 751 
500 1 77

1 308 184

530 729
21 421 
42 144

1 1 96 699

684 118 
261 228

643 474

63 565

Real Estate....................................
Accumulated Difference between 

Depreciation Planned and 
Entered61.................................. J

404 114 

97 506

404 983 

88 342

Fixed Assets
Stocks and Shares

Subsidiary Companies.................
Other Companies.......................

409 836 
1 12 887

3 607 461 

522 723
464 993 
11 7 506

2 145 710 

582 499

Shares in Real Estate
Subsidiary Companies.................
O ther Companies.......................

12 138 
48 290 ' 60 428

1 1 029 
44 788 55 817

Real Estate....................................
Furniture and Fixtures...................
O ther Fixed Assets.......................
Accumulated Difference between 

Depreciation Planned and 
Entered41...........| ......................

146 644 
110 759 
150 235

15813

142 758 
125 557 
1 33 390

-  28 137

974 976 1 011 884

5 787 864 4 354 293

LIABILITIES

FIM thousands 31 Dec. 1988 31 Dec. 1987

Current Liabilities
Due to O ther Insurance 
Companies
Deposits Retained.......................
Accounts Payab le.......................

3966 
10 556 14 522

16 998 
50 387 67 385

Accrued Charges and Deferred 
Credits
Premiums Received in Advance. .
Taxes ..........................................
Accrued Annual Holiday Pay. . . 
O ther Items................................

20 670 
4522 

31 710 
16 510 73 412

7609 
3808 

29 064 
13 710 54 191

Other Current Liabilities
Loans from Pensions Fund...........
Transferred Charges Payable. . .
Loans ..........................................
Sales Prices Payab le ...................
Due to Other Group Companies. 
Sundry Creditors.........................

219 472 
30 824 

3273 
158 090

69 979 481 638

304 967 
22 185 

3776 
13 704 

3073 
26 115 373 820

Technical Reserves 
Unearned Premiums Reserve. . . . 
Outstanding Claims Reserve. . . .

634 199 
2 377 275 3 011 474

704 892 
2 797 837 3 502 729

3 581 046 3 998 1 25

Provisions
Accumulated Difference between 

Depreciation Planned and
Entered61......................................

Possible Credit Losses...................
Provision for Investments...............
Depreciation of Bonds...................

81 693 
80 000 
15 000 
71 000 247 693

60 205 
86 000 
15 000 
12 000 1 73 205

Capital Reserves71
Tied Capital

Share C ap ita l..............................
Reserve Fund..............................
Valuation Reserve.......................

1 86 000 
1 636 892 

633 1 823 525

66 000 

633 66 633

Free Capital
Security Reserve.........................
Contingency Reserve.................
A t the Disposal of the Board . . . .
Loss from Previous Years.............
Profit for the Y e a r.......................

69 693 
36 681 

21 1 
162 

28 853 1 35 600

54 893 
45 881 

294 
127 

15 135 1 16 330

1 959 125 1 82 963

5 787 864 4 354 293



THE SAM PO CO M PAN IES
STATEMENT OF CHANGES IN FINANCIAL POSITION
FIM thousands 1988 1987

Sources of Funds
Operating M a rg in .......................
Corporate Reorganization..........
Currency Conversions.................
O ther Income and O u tgo ...........
Changes in Technical Reserves. . 
Changes in O ther Current
Liabilities....................................

Changes in M inority Interest. . . . 
Changes in Capital Reserves. . . .

161 054 
250 

10
55 638 
416 019

142 904
2

1 746 548 2 521 901

117 415

3
9706 

206 211

7808
41

45 903 387 081

Application of Funds
Cnanges in Current Assets..........
Changes in Investments...............
Changes in Fixed Assets.............
Change in Currency Conversions. 
Distributed Profit.........................

441 632 
1 904 509 

156 184 
719 

20 295 2 521 901

19 048 
245 430 
103 356 

1834 
21 081 387 081

SAM PO  IN S U R A N C E  C O M PA N Y LIM ITED
STATEMENT OF CHANGES IN FINANCIAL POSITION
FIM thousands 1988 1987

Sources of Funds
Operating M a rg in .......................
O ther Income and O u tgo ..........
Changes in Technical Reserves.. 
Changes in O ther Current
Liabilities....................................

Changes in Capital Reserves . . . .

140 085 
55 828 

-  491 255

74 177 
1 747 692 526 527

110 450 
9866 

190 827

2158 
45 881 359 182

Application of Funds
Cnanges in Current Assets..........
Changes in Investments...............
Changes in Fixed Assets.............
Distributed Profit.........................

8729 
1 475 896 

23 511 
18 391 526 527

18 934 
-  152 295

472 663
19 880 359 182

APPENDICES

FIM thousands 1988 1987 1988 1987

1. Analysis of Premium 
Income

Direct Underwriting
Motor Hull Insurance.................
M otor Third Party Insurance. . . .
Fire Insurance..............................
Comprehensive Insurance...........
Workmen's Compensation
Insurance....................................

Cargo Insurance.........................
O ther Classes of Insurance........
Employees' Group Life Assurance

308 877 
475 995 

79 767 
346 988

380 731 
102 236 
234 921

251 121 
387 204 

89 496 
276 124

312 578 
105 979 
226 739 

6693

308 877 
475 995 

79 767 
346 988

380 731 
102 236 
234 921

251 121 
387 204 

89 496 
276 124

312 578 
105 979 
226 739

1 929 515 1 655 934 1 929 515 1 649 241

Reinsurance
Domestic, gross.........................
Commissions................................

Domestic, ne t..............................

50 831 
-  7062 

43 769

51 380 
-  7996 

43 384

12 830 
945 

11 885

48 892 
-  7181 

41 71 1

Foreign, gross..............................
Commissions................................

316 257 
-  70 110

337 259 
-  71 196

6591
823

294 590 
-  64 545

Foreign, ne t................................

Premiums N e t ..................................

246 147 

289 916 

2 219 431

266 063 

309 447 

1 965 381

5768 

17 653 

1 947 168

230 045 

271 756 

1 920 997

4. Reinsurance Ceded
Premiums G ross...........................
Commissions..................................

1 19 658 
-  25 704

93 954

125 930 
-  23 891

102 039

86 889 
-  22 627

64 262

1 03 369 
-  21 887

81 482

Analysis of Transferred Charges

Fire Brigade Charges...................
Traffic Safety Payments.................
Industrial Safety Charges.............
Payments under Sec. 58, 
Occupational Accidents 
Insurance A c t..............................

273 183 
6674 
5589 
7609

1902 

294 957

218 715 
5981 
5123 
6241

1560 

237 620

273 183 
6674 
5589 
7609

1902 

294 957

218 715 
5981 
5123 
6241

1560 

237 620



FIM thousands 1988 1987 1988 1987

2. Analysis of Investment Income

Income
Interest........................................ 214 052 1 79 768 132 908 1 73 322
Dividends.................................... 36 040 27 313 28 001 24 139
Income on Real Estate................. 124 807 123 191 113 384 109 922
Income on Shares in Real Estate. 15 526 1 1 333 15 526 1 1 333
Sales Profits................................ 147 624 104 748 134 825 103 231
Exchange Profits......................... 24 666 1610 343 1582
Other Income.............................. 5584 5220 5507 5193

568 299 453 183 430 494 428 722

Outgo
Interest........................................ 44 663 37 300 43 579 36 948
Outgo on Real Estate................. 42 483 39 795 33 666 32 089
Outgo on Shares in Real Estate. . 5781 3718 11 002 4799
Sales Losses................................ 7664 1722 2713 1714
Depreciations in V a lue ............... 22 803 3912 16 391 3912
Exhange Losses........................... 23 389 29 357 631 21 724
Credit Losses.............................. 64 5 64 5
Other O u tgo .............................. 517 550 407 351

147 364 116 359 108 453 101 542

Valuation Adjustments
to Investments........................... 31 468 31 468

Net Yield on
Investments.................................. 452 403 336 824 353 509 327 180

3. Analysis of Claims Paid 

Direct Underwriting
Motor Hull Insurance................. 189 222 156 616 189 222 156 616
Motor Third Party Insurance. . . . 288 720 260 744 288 720 260 744
Fire Insurance.............................. 50 414 37 989 50 414 37 989
Comprehensive Insurance..........
Workmen's Compensation

196 615 198 675 196 615 198 675

Insurance.................................... 249 937 1 75 877 249 937 1 75 877
Cargo Insurance......................... 72 528 65 231 72 528 65 230
Other Classes of Insurance........ 154 151 142 022 154 151 142 022
Employee's Group Life
Assurance.................................. 6523

1 201 587 1 043 677 1 201 587 1 037 153

Reinsurance Assumed
Domestic Business....................... 26 726 34 601 10 881 33 325
Foreign Business......................... 307 847 433 339 6 990 384 751

334 573 467 940 17 871 418 076

Total Claims Pa id ......................... 1 536 160 1 51 1 617 1 219 458 1 455 229

Analysis of planned depreciation

In determining depreciation against investments and fixed assets, a 

depreciation plan is drawn up in advance. Depreciation based upon this 

plan is calculated in accordance with the following estimates of useful life:

Residential and commercial premises.......................  50-60 years

Industrial premises ...................................................  40 ,,

Installations .............................................................. 15 ,,

Computer hardware and software,

motor vehicles .........................................................  5 ,,

Furnishings................................................................  10 ,,

O ther long-term expenditure....................................  10 ,,

THE SAMPO 
COMPANIES

SAMPO LIMITED

FIM thousands 1988 1987 1988 1987

5. Analysis of Depreciation Difference 
in the Income Statement

Investments
Planned Depreciation.................
Depreciation Entered...................

14 120 
-  25 236

14 300 
-  27 563

12 773 
-  23 310

12 789 
-  25 022

-  11 116 -  13 263 -  10 537 -  12 233

Fixed Assets
Planned Depreciation.................
Depreciation Entered...................

50 915 
-  73 354

43 506 
-  33 557

50 264 
-  72 743

43 219 
-  33 447

-  22 439 9949 -  22 479 9772

Total Depreciation D ifference........ -  33 555 -  3314 -  33 016 -  2461

6. Accumulated Depreciation
Difference on the Balance Sheet, 
31 Dec.

Investments 
Accumulated Depreciation 
Difference on the Balance Sheet,
1 Jan..........................................

Transfers to Fixed Assets.............
Corporate Reorganization...........
S a le s ..........................................
Depreciation Difference in the 
Income Statement.....................

90 386 
976 

87
-  1798 

11 116

77 420 
3

169
463

13 263

88 342 
925

-  448

10 537

76 264

155 

12 233

98 641 90 386 97 506 88 342

Fixed Assets 
Accumulated Depreciation 
Difference on the Balance Sheet,

Transfers from Investments..........
Corporate Reorganization...........
S a le s ..........................................
Adjustment to Accumulated
Depreciation Difference.............

Depreciation Difference in the 
Income Statement.....................

-  28 479
976

10
555

-  11 636 

22 439

-  19 461
3

928

-  9949

-  28 137
925

555

-  11 635 

22 479

-  19 292

927

-  9772

Total Accumulated Depreciation 
Difference..................................

-  16 155

82 486

28 479 -  15 813 28 137

61 907 II 693 60 205



FIM tFiousands 1988 1987 1988 1987

Taxable Value of Real Estate 
and Stock

Investments
Stocks and Shares.....................
Shares in Real Estate...................
Real Estate..................................

1 660 277 
435 284 
521 310

2 616 871

919 294 
40 903 

536 206 

1 496 403

1 594 239 
476 426 
416 296

2 486 961

913 373 
74 684 

426 727 

1 414 784

Fixed Assets
Stocks and Shares.....................
Shares in Real Estate...................
Real Estate..................................

111 548 
40 244 

221 939

130 654 
38 207 

190 826

500 527 
53 079 

150 865

591 617 
47 666 

150 71 1

373 731 359 687 704 471 789 994

Total Taxable V a lu e ....................... 2 990 602 1 856 090 3 191 432 2 204 778

Loans to Executives......................... 1161 1241 1 161 1241

Pension Liability
Due to the Pension Fund to Cover 
Actuarial Deficiency................... 45 232 69 863 45 232 69 863

Other Technical Liabilities
Mortgages against Loans.............
Collateral against Loans...............
Collateral against Foreign 

Liabilities......................................

3010 
72 845

3605

3010 
72 845

14 283

3010 
72 845

3010 
72 845

14 283

SHAREHOLDINGS IN OTHER COMPANIES

THE SAMPO 
COMPANIES

SAMPO LTD

Holdinq Book value Holdinq Book value

(%) (FIM thousands) (%) (FIM thousands)

PUBLIC COMPANIES

BANK ING  A N D  FINANCE
Kansallis-Osake-Pankki..................... 1 .27 87 650 1.00 69 322

Saastopankkien-Keskus- 
Osake-Pankki.................................. 0.22 9701 0.22 9701

Suomen Yhdyspankki O y ................. 2.25 161 301 2.04 142 089

Suomen Yritysrahoitus O y ................. 1.20 6989 1.20 6989

INSURANCE A N D  FINANCE 
Suomen Kiinteisto- 

investointi O y ................................ 12.50 30 000 12.50 30 000

COMMERCE
Kesko O y .......................................... 0 .67 16 323 0.67 16 323

O y  Stockmann A b ........................... 4.22 58 609 4.22 58 609

INDUSTRY
Amer-Yhtyma O y .............................. 0.37 7788 0.37 7788

Asko O y ............................................. 5.70 43 072 5.70 43 .072

Farmos-Yhtyma O y ........................... 3.22 10 824 3.22 10 824

Fiskars O y  A b .................................... 4.84 34 780 4.84 34 780

Huhtamaki O y .................................. 5.32 71 456 5.32 71 456

Instrumentarium O y ........................... 4.14 72 171 4.14 72 171

Kone O y .......................................... 0.73 5592 0.73 5592

Kymmene O y .................................... 2.07 86 458 1.92 76 298

O y Lohja A b .................................... 2.01 23 241 2.01 23 241

Mancon O y ...................................... 9.50 1 1 857 9.50 11 857

Metsa-Serla O y ................................ 2.38 32 850 2.38 32 850

O y  Nokia A b .................................... 1.57 126 112 1.57 126 1 1 2

O y  Partek A b .................................... 4.36 40 777 3.84 28 890

Rauma-Repola O y ........................... 2.41 37 640 2.41 37 640

Sponsor O y ...................................... 9.09 89 699 9.09 89 699

Spontel O y ........................................ 9.68 128 762 9.68 128 762

Suomen Sokeri O y ........................... 2.26 12 336 2.26 12 336

O y  Tampella A b ................................ 1.84 29 152 1.84 29 152

O y  W artsila  A b ................................ 0.40 14 976 0.40 1‘4 976

TOTAL SHAREHOLDINGS IN  PUBLIC 
COMPANIES 1 250 128 1 190 540

OTHER NOTABLE SHAREHOLDINGS
Interpolator O y .................................. 6.18 2450 6.18 2450

Finnair O y ........................................ 1.13 6057 1.13 6057

Lounais-Suomen Sahko- 
O sakeyh tio .................................... 0.93 5644 0.93 5644

Orion-Yhtyma O y .............................. 0.51 8235 0.51 8235

Sanoma Osakeyntio ......................... 0.58 1065 0.58 1065
Satakunnan Kirjateollisuus O y .......... 3.96 3981 3.96 3981

O y  Datacity Patron A b ..................... 10.40 2700 10.40 2700

O y  Devoco A b .................................. 27.00 3510 27.00 3510
Otaniemen Teknologiakyla O y ........ 7.39 2000 7.39 2000

Suomen Riskirahasto K y ...................
1.98 45 146 1.98 45 146

10.00 3000 10.00 3000
1 1.00 3300 1 1.00 3300

Suomen Optiomeklarit O y ................. 3.18 4000 3.18 4000

TOTAL SHAREHOLDINGS IN  OTHER 
COMPANIES

OTHER HOLD INGS 

TOTAL SHAREHOLDINGS

91 090

28 910 

1 370 129

91 090

26 552 

1 308 183



FIXED ASSETS 
Shareholdings in subsidiaries and related holdings

THE SAMPO 
COMPANIES

SAMPO LIMITED

Holding Book value Holding Book value

(%) (FIM thousands) (%) (FIM thousands)

SUBSIDIARIES
Risk Management Ltd..................... 100.0 200 100.0 200
Sampo International Insurance

Company Limited......................... 99.99 409 635 99.99 409 635
Sampo Finlandia Limited................. 100.0 403
Sampo Insurance Company

(U.K.) Limited................................ 100.0 49 954

TOTAL SUBSIDIARIES 460 194 409 835

INSURANCE COMPANIES
Tarmo Life Assurance

Company Ltd................................ 2.12 453 2.12 453
Sampo Pension Insurance

Company Ltd................................ 46.97 14 090 46.97 14 090
Otso Loss-of-Profits Insurance

Company Ltd................................ 25.00 8836 25.00 8836
Kaleva Mutual Insurance Company. 40.00 *) 2000 20.00 *) 1000
Palonvara Mutual Insurance

C om pany ...................................... 66.67 *) 1500 66.67 *) 1500
Vastuu Reinsurance Company Ltd. . . 49.60 626 49.60 626
Copenhagen Reinsurance Company

(Far East) Pte, Ltd......................... 45.00 11 263

TOTAL INSURANCE COMPANIES 38 769 26 506

OTHER SHAREHOLDINGS 92 069 85 491

TOTAL SUBSIDIARIES AND
RELATED SHAREHOLDINGS 591 033 521 833

*) = Share of Guarantee Capital

SAMPO, TRENDS IN OFFICIAL SOLVENCY RATE 1984-1988

FIM thousands 1984 1985 1986 1987 1988

Equalization Reserves,
31 Dec........................... 772 065 733 282 491 475 428 719 536 916

Percentage of the 
Full Amount................... 46.2 42.6 28.4 26.5 35.4

SAMPO INSURANCE COMPANY LIMITED/TRENDS IN THE INSURANCE RESULT

FIM thousands 1984 1985 1986 1987 1988

Premiums Earned............... + 520 391 + 665 245 + 737 357 + 770 860 + 794 696
Net Yield on Investments. + 289 694 + 264 910 + 307 411 + 327 180 + 322 040
Claims Incurred (excluding 

Change in Equalization 
Reserves)..................... - 334 728 - 1 498 046 _ 790 100 584 448 - 405 996

Administrative Expenses . . . — 350 641 — 401 263 — 431 068 463 084 — 492 630

Gain subject to Random 
Fluctuation..................... + 124 716 + 30 846 176 400 - 50 508 + 218 109

Change in Equalization 
Reserve......................... 83 290 + 38 784 + 241 807 + 62 756 108 197

Change in Buffer 
Reserve......................... + 118 5276 + 21 145 2814 1295

Valuation Adjustments to 
Investments................... _ _ _ _ + 31 468

Trading Profit................... + 41 544 + 64 354 + 86 552 + 110 450 + 140 084

STATEMENT OF CHANGES IN 

CAPITAL RESERVES, 1988
THE SAMPO 
COMPANIES

SAMPO LIMITED

FIM thousands 1988 1988

Tied Capital
Share Capital, 1 Jan..................... 66 000 66 000

Raised by Share Issues............... 120 000 120 000
Deposited on Reserve Fund
from Share Issues....................... 1 636 892 1 636 892

Valuation Reserve, 1 Jan.............. 633 1 823 525 633 1 823 525

Free Reserves
Security Reserve 1 Jan................... 54 894 54 893

Deposited from Profits
for Previous Years....................... 14 800 14 800

Other Free Reserves, 1 Jan.......... 46 176 46 176
Deposited from Profits for
Previous Years........................... 300 300
Taxes C overed ........................... -  9.200 -  9.200
Expenditure by the Board
of Directors.................................. 384 384
Other Reductions in Free

-  3
Corporate Reorganization

Increases in Free Reserves........... 371
Reductions in Free Reserves........ 1521

Profits for Previous Years............... 12 643 15 262
Increases in Free Reserves........... 10
Reductions in Free Reserves........ -  15 102 -  15 100

Profit for the Y e a r......................... 27 758 1 30 742 28 853 1 35 600

954 267 1 959 125



HOLDINGS BY THE SAMPO GROUP IN OTHER 
INSURANCE COMPANIES, 1988

The Sampo Group's interest in the result of business by insurance companies in which the Group 

has holdings came to FIM 3.39 million. The Group's share in other insurance companies' free 

reserves amounted to FIM 15.08 million. Dividends received by companies in The Sampo Group from 

other insurance companies came to FIM 1.42 million.

The other insurance companies in which The Sampo Group has significant holdings are:

Otso Loss of Profits Insurance Company Ltd (25 %); Vastuu Reinsurance Company Ltd (49.6 %); 

Copenhagen Re Far East Pte Ltd (45 %); and Sampo Finance Ltd (50 %).

DISTRIBUTION OF SHARE CAPITAL

THE SAMPO SAMPO LIMITED 
COMPANIES

FIM thousands 1988 1987 1988 1987

A Shares (thousands)................... 8940 2980 8940 2980
B Shares (thousands)................... 60 20 60 20

Total Shares.................................... 9000 3000 9000 3000

Par Value of Shares (FIM)............. 20 20 20 20
A Shares Held by the 

Parent Company (thousands). . . 43 65 43 65

KEY INFORMATION, 1984-1988

FIM thousands 1984 1985 1986 1987 1988

Turnover........................... 2 075 519 2 163 857 2 273 558 2 405 039 2 774 240
Research and Development

290Costs.............................. 9057 12 229 16 936 17 911
Result Prior to

Extraordinary Items. . . . 11 077 17 719 38 460 60 405 104 401
Result Prior to Provisions

and Taxes..................... 19 739 43 692 44 773 78 532 151 674
Gross Investments in

Fixed Assets................... 132 729 110 883 63 491 129 962 336 249
Yield on Capital

Reserves (% )................. 16.82 4.74 27.94 28.76 9.60
Yield on Investments (%). . 1.40 1.22 2.03 2.93 2.56
Solvency Ratio (% ).......... 5.56 5.66 7.71 9.62 36.15

SHARE PERFORMANCE INDICES 1984-1988 (FIM)

FIM thousands 1984 1985 1986 1987 1988

Earnings per Share (EPS). . 0.54 3.06 4.84 9.36 14.93
Dividend per Share.......... — — — — 3.00
Capital Reserves

per Share..................... 42 45 62 84 247
Net Asset Value

per Share..................... 196 225 315 437 516
Price per Earnings

per Share..................... — — — — 28.9

METHODS OF CALCULATION FOR THE INDICES USED IN KEY INFORMATION

TURNOVER

Premium income on direct underwriting + Premium income on reinsurance as

sumed - Credit losses on premiums receivable + Gross yield on investments

RESEARCH & DEVELOPMENT COSTS

Costs written at the R&D location + Activated costs in product and client serv

ice systems

RESULT PRIOR TO EXTRAORDINARY ITEMS

Business profit - Taxes for the financial year written against capital reserves + 

Profits on sales of fixed assets written against capital reserves + O ther profits - 

Profits on sales of fixed assets (total) - Other expenses + Costs of share issues 

(1st & 2nd issues) + Transfers to the Pension Fund not attributable to the finan

cial year - Currency conversions + M inority shares in loss for the financial year

RESULT PRIOR TO PROVISIONS A N D  TAXES

Profit for the financial year ± Changes in provisions ± Difference between 

planned depreciation and depreciation entered ± Taxes

GROSS INVESTMENTS IN FIXED ASSETS

(Fixed assets, 31 Dec. - Accumulated difference between planned depreciation 

and depreciation entered, 31 Dec.) - (Fixed assets, 1 Jan. - Accumulated 

difference between planned depreciation and depreciation entered, 1 Jan.)) + 

Depreciation on fixed assets + Sales of fixed assets

YIELD O N  CAPITAL RESERVES (%)

(Result prior to extraordinary items ± Taxes) x 100 h- (((Capital reserves,

1 Jan. + M inority shareholdings, 1 Jan. + Provisions, 1 Jan.) + (Capital 

reserves, 31 Dec. + Minority shareholdings, 31 Dec. + Provisions, 31 Dec.)) -s- 2)

YIELD O N  INVESTED CAPITAL (%)

(Result prior to extraordinary items + Interest and other financial costs) x 100 

-5- (Final sum on the Balance Sheet, 31 Dec. - Loans free of interest)

GEAR ING  RATIO

(Capital reserves, 31. Dec. + Minority shareholdings, 31 Dec. + Provisions, 31 

Dec.) x 100 4- (Final sum on the Balance Sheet, 31 Dec. - Deposit premiums 

received)

METHODS OF CALCULATION FOR THE SHARE PERFORMANCE INDICES

Result prior to extraordinary items, provisions & taxes 

(subject to depreciation entries) ± Minority sharehold

ings ± Share in profits of subsidiaries - Taxes for the 

EARNINGS PER SHARE (*) = financial year______________________________________________

Mean adjusted No of shares during the financial year

Capital reserves + Provisions (discounting accumulated 

depreciation differentials) + Valuation items - Pension liability 
NET ASSET VALUE PER SHARE = not covered___________________________________________________

Adjusted No of shares at the end of the financial year

Capital reserves 31 Dec. + Provisions , 31 Dec. + Minority 
CAPITAL RESERVES PER SHARE = shares, 31 Dec._______________________________________________

Adjusted No of shares at the end of the financial year

PRICE PER EARNINGS PER SHARE = Closing share price on day of closure of the accounts

Earnings per share

*) For 1984-1985 the earnings per share have been calculated on the basis of the figures after 

entry of depreciation but ignoring the real increase in the pension fund actuarial deficiency 

which has not been entered under administrative expenses.



AUDITORS' REPORT
W e the undersigned have ex

amined the books, accounts 

and administration of Sampo 

Insurance Company Limited 

and the consolidated accounts 

of The Sampo Companies for 

the financial year 1988 in ac

cordance with auditing prac

tice.

The undersigned Jaakko N y 

man has scrutinized the ac

counts for the financial year 

and submitted a separate 

report of inspection thereon.

The Insurance Department of 

the Ministry of Social Affairs 

and Health was represented at 

the Audit by Marja-Liisa Kaho- 

la, who has furthermore 

scrutinized in detail the calcula

tion of the Technical Reserves, 

and has found no cause for 

criticism therein.

W ith  respect to the parent 

company SAMPO INSURANCE 

CO M PANY LIMITED, we sub

mit the following statement:

The Income Statement, which 

shows a profit of FIM 28 853 

052.87, has been drawn up in

Turku,

Olli Norla 

Chartered Accountant

compliance with the relevant 

regulations currently in force.

W e  accordingly recommend 

that the Income Statement and 

Balance Sheet be approved, 

that the proposals for the dis

posal of the profit for the finan

cial year moved by the Board 

of Directors be accepted, and 

that the members of the Super

visory Board and Board of 

Directors together with the 

Managing Director be dis

charged from all personal lia

bility for the financial year.

W ith  respect to THE SAMPO 

COMPANIES consisting of 

Sampo Insurance Company 

Limited together with its subsidi

aries, we submit the following 

statement:

The consolidated accounts of 

The Sampo Companies have 

been drawn up in compliance 

with the relevant regulations 

currently in force, and we 

recommend that the consolidat

ed Income Statement and 

Balance Sheet be approved.

April 1989

Chartered Accountant

/ / “ Jouko Karttunen 

Chartered Accountant

STATEMENT BY THE 
SUPERVISORY BOARD

The Supervisory Board has 

received the Accounts for Sam

po Insurance Company Limited 

for the financial year 1988 

together with the consolidated 

accounts of The Sampo Com

panies and the Auditors' Report 

concerning these. The Supervi

sory Board has found no cause 

for criticism in the management 

of the Company, and therefore 

submits the Accounts and the 

Auditors' Statement to the

General Meeting of the Com

pany and recommends that the 

Income Statement and Balance 

Sheet for Sampo Insurance 

Company Limited together with 

the consolidated Income State

ment and Balance Sheet for 

The Sampo Companies be ap

proved and that the proposals 

for the disposal of the profit for 

the financial year moved by the 

Board of Directors be ac

cepted.

Helsinki, 27 April 1989 

For the Supervisory Board



IAS ACCOUNTS STATEMENT

THE SAMPO COMPANIES

FIM thiousands 1988 1987

+ 27 758 + 14 565

_ 31 468 _
— 9200 -
+ 121 102 — 58 195
+ 67 750 + 13 283

— + 15 125
— + 595

+ 33 555 + 3314
— 747 _ 678

— — 1177
+ 34 000 + 273

+ _ + 1
+ 16 745 + 16 090

+ 259 495 + 3196

1 954 267 180 344

+ 558 287 + 440 602
+ 81150 + 13 455
+ 15 000 + 15 125
+ 1315 + 1315

+. 82 486 + 61 907

_ 4751 4004
— 3002 — 3443
— 45 232 — 69 863

_ + 1
+ 75 + 55

+ 176 392 + 178 947

+ 2 815 987 + 814 441

Sampo Companies, Profit for the Year
(under Finnish accounting practice).......................

Valuation Adjustments to Investments.......................
Taxes Covered by Capital Reserves.........................
Change in the Equalization Reserve.......................
Change in Depreciation of Bonds...........................
Change in Investments Provision..............................
Change in Provision for Housing..............................
Difference between Depreciation Planned
and Entered...........................................................

Adjustments to Planned Depreciation.......................
Annual Depreciation on Data Systems.....................
Extra Transfers to Pension Fund................................
Handling Adjustment to Currency Conversions

on Internal Accounts...............................................
Interest in the Result of O ther Insurance Companies.

Result (under IAS accounting practice).....................

Sampo Companies, Capital Reserves
(under Finnish accounting practice).......................

Equalization Reserve.................................................
Depreciation of Bonds.............................................
Investments Provision.................................................
Provision for Housing...............................................
Accumulated Difference between Depreciation

Planned and Entered...............................................
Adjustments to Accumulated Difference between

Depreciation Planned and Entered.........................
Cumulative Depreciation on Data Systems...............
Acturial Deficiency in Pension Fund.........................
Handling Adjustment to Currency Conversions on

Internal Accounts...................................................
Adjustments to M inority Shares................................
Share in the Capital Reserves of Other 

Insurance Companies............................................

Capital Reserves (IAS accounting practice)...............

The Equalization Reserve and 

the Provisions have been 

regarded as items under Capital 

Reserves.

Deferred taxes have been dis

regarded, on the grounds that it 

is improbable that such liabilities 

would be realized within the 

next three years. Taxes covered 

from Capital Reserves and per

taining to the last financial year 

have been entered as deduc

tions against income.

Value adjustments to investments 

made in conjunction with the 

portfolio transfer have also been 

entered as deductions against 

income.

— In calculating Planned Deprecia

tion, interest payable during 

construction and general rises in 

construction costs have been in

cluded under acquisition costs 

for real estate.

— Remaining amortized cost of 

non-product-related data sys

tems has not been entered as 

depreciation but under annual 

expenditure.

— The actuarial deficiency on the 

Pension Fund has been entered 

as a separate item deducted 

against Capital Reserves.

— The other insurance companies 

in which The Sampo Group has 

significant holdings are:

Vastuu Reinsurance Company 

Ltd; Sampo Finance Ltd (1988); 

Otso Loss of Profits Insurance 

Company Ltd; The Copenhagen 

Reinsurance Company (Far East) 

Pte Ltd, and A/S Det Kjaben- 

havnske Reassurance Compaqni 

(1987).

— Figures relating to foreign com

panies in which The Sampo 

Group has holdings have been 

converted to Finnmarks at the 

official buying rate on the day 

the accounts were closed (31 

December).

— The Sampo Group's interest in 

related parties' Results and 

share in their Capital Reserves 

have been calculated by means 

of the equity method.

KEY INFORMATION, THE SAMPO COMPANIES

FIM millions 1984' 1985 1986 1987 1988

Premium Income
The Sampo Companies 1698 1795 1890 1965 2219
The Kaleva Companies 167 191 248 268 317
The Sampo Pension Companies 801 1602 1856 2136 2614

Net Yield on Investments
The Sampo Companies 308 270 319 337 421
The Kaleva Companies 116 140 157 165 155
The Sampo Pension Companies 357 691 796 846 897

Claims Incurred
The Sampo Companies 1589 1556 1566 1646 1895
The Kaleva Companies 79 112 138 158 190
The Sampo Pensions Companies 692 1604 1854 1867 2031

Administrative Expenses
The Sampo Companies 355 406 437 471 510
The Kaleva Companies 55 74 66 73 74
The Sampo Pension Companies 56 78 80 82 95

Capital Reserves and Provisions
The Sampo Companies 179 191 265 360 2225
The Kaleva Companies 33 49 78 87 99
The Sampo Pension Companies 68 101 165 210 247

Total on Balance sheet
The Sampo Companies 3866 4098 4208 4517 6940
The Kaleva Companies 1068 1182 1429 1642 1905
The Sampo Pension Companies 3935 8041 9074 10 145 11 506

Mean No of Personnel
The Sampo Companies 2025 2078 2160 2254 2291
The Kaleva Companies 185 179 185 189 183
The Sampo Pension Companies 46 277 273 298 294

1) Sampo Pension did not yet in 1984 form a juridical grouping, and its financial year was from 1 July to 31 Dec.
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' ^ ‘i l  V., c

a'

o tO SS

\ \i\ii'v'au“’. Vast VeaT,r  pctis'«°
\  V ^e°  ° ^ e sU'u e V o s ' \l0^ to v  

tic"1 \  ^eti' ” L e o t * c r..0cctnatV* r ,
Aot\s \ c0vet- ® v''u"  dc<i'
jrtiai-

•ate'
* a* tVtv  'uc

Veiv
:h- vW

Hi

KALEVA AND TARMO
Since the beginning of the 

year, under a reorganization of 

specialized tasks, Kaleva Life 

Assurance Company Limited is 

now responsible for the de

velopment and marketing of life 

assurance products to private 

persons and to firms.

Tarmo Life Assurance Compa

ny Limited, which was estab

lished in 1976, and since 1979 

had been engaged solely in 

marketing group life assurance 

products, has now been acti

vated and is specializing in the 

marketing of life assurance 

cover to business clients.

In February 1988, the Tarmo 

General Meeting resolved to 

strengthen the Company by

raising the share capital from 

FIM 4.8 million to FIM 16.3 

million. The shares issued were 

taken up within the Sampo 

Group, by Sampo Insurance 

Company Limited, Kaleva Life 

Assurance Company Limited, 

and Sampo Pension Insurance 

Limited, and the shareholdings 

distributed in such a w ay that 

following the registration of the 

share capital increase with the 

Register of Companies, Tarmo 

no longer belongs to the juridi

cal grouping of The Sampo 

Companies. Subsequently, in 

November last year, Sampo 

and Sampo Pension then sold 
a significant proportion of their 

shareholdings in Tarmo to Kale

va, so that Tarmo is now a 

Kaleva subsidiary, and in this 

w ay all life assurance written 

within the Sampo Group is 

now handled within the same 

juridical grouping.

During 1988, the Sampo 

Group introduced a new form 

of pension insurance policy, the 

Pension Optimi, based on the 

use of the flexible Optimi tech
nology and making it possible 

to plan pensions in an individu

al way. The Pension Optimi 

thus extends the Optimi family 

of policies so as to meet the 

rapidly expanding demand for 

private pension insurance.
Preliminary information indi

cates that the Sampo Group 

succeeded in expanding its 

share of the life assurance mar

ket, since the Group's life 

assurance premium income 

experienced above-average 

growth. The provisional figures 

show that Kaleva accounted in 

1988 for around 18 per cent of 

the market for life and personal 

pension insurance, compared 

with 17.3 per cent a year 

previously.

KALEVA

In comparing Kaleva's de

velopment during the past year 

with earlier trends, it must be 

borne in mind that a significant 

portion of the portfolio tradi

tionally handled by Kaleva has 

since the beginning of 1988 

been transferred to Tarmo.

Kaleva's premium income on 

direct underwriting rose by 

about 17 per cent , to reach 

FIM 313.5 million. FIM 213.1 

million of this is accounted for 

by the premium income on per

sonal life assurance, i.e. just 

over 18 per cent more than in 

1987, while FIM 90.5 million 

was attributable to the Optimi 

insurance policies. Premium 

income on Optimi policies 

showed an increase of around 

67 per cent, and now account

ed for over 42 per cent of all 

premium income on personal 

life assurance.

Premium income on personal 

pension insurance grew by 

almost 50 per cent, reaching 

FIM 35.6 million. There was 
also relatively rapid expansion 

in the premium income on 

group life assurance schemes 

for employees, which grew by 

13 per cent, to reach FIM 17.4 

million. On group accident 

insurance schemes for em

ployees, however, growth re

mained around three per cent, 

with premium income rising to 

FIM 14.9 million, while on 

other forms of group life assur

ance premium income actually 

contracted by five per cent, to 

FIM 32.4 million.

Yield on investments fell from 

1987 for Kaleva by FIM 13.5 

million, to FIM 148.7, the 

major reason for this being a 

reduction in profits from sales, 

which amounted only to FIM 

7.6 million,- the corresponding 

figure for 1987 had been 

around FIM 10 million larger. 

About half of the new invest
ments comprised investment 

loans, demand for which 

picked up sharply towards the 

end of the year, and securities 

also made up a significant por

tion of new investments.

Kaleva ja Tarmo (FIM millions) 1988** 1987* %

Turnover 551.2 448.1 23.0

Premium income 351.5 268.3 31.0

Net investment income 152.2 162.2 -  6.2

Administrative expenses 87.0 73.0 19.2

Operating Margin 10.7 20.5 - 4 0 .0

Technical Reserves 1676.2 1436.1 16.7

Personnel 169 177 -  4.5

(*| including Kaleva alone 
(**)  including both Kaleva and Tarmc

Compensation paid out by 

Kaleva totalled FIM 171.2 mil

lion, which was about 20 per 

cent more than in 1987. Actual 

indemnity payments accounted 

for FIM 89.7 million, i.e. 

around one fifth more than the 

preceding year. The atmo

sphere of uncertainty created 

by tax reform proposals in Fin

land also led to a sharp rise of 

about 36 per cent in sur

renders, accounting for FIM 

51.4 million.

Kaleva achieved its targets for 

the year, and granted full index 

increases on its savings poli
cies.

TARMO

Since 1988 was the first year 

of the new scale of operations 

for Tarmo, valid comparisons 

with previous years are not 

possible.

Tarmo's premium income on 

direct underwriting reached 

FIM 37.7 million, including FIM 

19.1 million on personal pen

sion insurance. Even though the 

Pension Optimi policy was only 

released towards the end of 

the year, over a quarter of the 

premium income on personal 

pension insurance was derived 

from the sale of this product.

Premium income on personal 

life assurance amounted to FIM 
10.6 million, and that on group 

life assurance for employees to 
FIM 7.9 million.

SAMPO-OPTIMI: 
TRENDS 1985-1988

(Thousands) FIM millions

-85 -86 -87

| Total Number of 

1 Sampo-Optimi Agreements 

Premiums

The net profits on Tarmo's 

investments, comprising interest 

on loans and income on real 

estate, totalled FIM 3.5 million. 

During the year Tarmo paid out 

FIM 8.0 million in compensa

tion, of which FIM 7.8 million 

related to group life assurance.

Tarmo was able to pay full 

index increases on all its sav

ings policies.
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During 1988, lively public de

bate continued in Finland on 

problems facing occupational 

pension schemes, and on lay

ing down the basis for future 

revisions. The main points at 

issue were, as previously, the 

adequacy of financing, and 

early retirement pensions.

A  new feature in this debate 

was increasing concern for the 

big generations' continued em

ployment capacity. If early 

retirement continues at the 

present rate, then in ten years' 

time we are likely to be faced 
with a retirement stampede, 

which will severely threaten the 

already tight supply of man

power to the economy.

No amendments were intro

duced during 1988 in occu

pational pension schemes, but 

a number of important reforms 

were under preparation which 

will have far-reaching effects.

SAMPO PENSION
In social terms, the most 

significant of these is the re

organization of family pensions.

For Sampo Pension, the 

trends experienced during 1988 

were satisfactory. The Com

pany's total premium income 

came to FIM 2614 million, 

representing an increase over 

the previous year of 22 per 

cent. One of the factors con

tributing to the fact that Sampo 

Pension achieved a faster rate 

of growth than most other 

Finnish pension insurance com

panies was the above-average 

rate of expansion in small and 

medium-sized firms.

The average level of pension 

insurance contributions during 

1988 under the TEL scheme 

(which covers most ordinary 

employees) was 13.8 per cent 

of wages and salaries, which is 

0.8 percentage points higher 

than in the previous year. Dur

ing 1989, the contribution rate 

is rising to 14.9 per cent, 

which is 1.1 percentage points 

higher than in the last financial 

year. The major reason for the 

rise in contributory rates is the 

trend towards personal early 

retirement pensions.

At the end of the financial 

year, the number of employees' 

statutory insurance policies 

issued by Sampo Pension 

amounted to 21 800, covering 

a total combined workforce of 

204 000. The number of Sam

po Pension insurance policies 

for the self-employed amounted 
to 29 000.

The technical reserves main

tained by Sampo Pension to 

cover both those pensions al

ready being paid and those 

falling due at a later date 

amounted at the end of the 

financial year to FIM 11 160 

million.

1987 1988 Percentage 
change, 87/88

Premium incom e, FIM m illions
+ 22.3TEL 1 937 2 370

YEL , 196 234 + 19.4

Total 1 2 136 2 614 +  22.4

Pensions paid to beneficiaries, 

FIM millions

TEL 1 327 1 509 +  13.7

YEL2' 418 448 + 7.2

Total11 1 772 1 983 + 11.9

N o  o f persons insured
204 000 + 2.5TEL 199 000

YEL 27 300 29 000 + 6.2

Total 226 300 233 000 + 3.0

Beneficiaries
TEL 61 860 64 730 + 4.6

YEL 20 000 20 460 + 2.3
Total 81 860 85 190 + 4.0

M e an m onth ly  pension
1 920 + 7.4TEL 1 787

YEL 1 807 1 898 + 5.0

N e t y ie ld  on investm ents, FIM m illions  
Technical reserves, FIM m illions

833 887 + 6.5
9 867 1 1 161 + 13.1

Final sum on th e  Balance Sheet,
FIM m illions 10 124

N o  o f personnel, 31 Dec. 260 265 + 1.9

(1) Including TEL and YEL pension insurance, voluntary pension insurance, and w ar veterans' early- 
retirement pensions.

(2) The Finnish State finances that portion of YEL, the pension scheme for the self-employed, which 
cannot be met from premiums.

Total invested assets owned 

by Sampo Pension at the end 

of 1988 amounted to FIM 

10 180 million. 52 per cent of 

this (slightly less than a year 

previously) was accounted for 

by premium bond loans, and 

21 per cent (also slightly 

down) by investment credit. 

Floldings in stocks and shares 

and in real estate, on the other 

hand, increased by 4 percen

tage points from the previous 

year's level, to 27 per cent.

These changes in the struc

ture of Sampo Pension's invest

ment portfolio were largely due 

to current trends on the Finnish 

financial market, and in particu

lar the use of foreign currency 

loans to finance corporate in

vestment. The shift in the struc

ture of investments followed the 

same trend as in 1987, 

although the rate of change 

slowed down. Towards the end 

of the year, following a rise in 

the interest rates, demand for 

credit picked up again.

Ne t income on investments 

during 1988 amounted to FIM 

887 million, or 6 per cent more 

than during the preceding year.

The total pensions outgo for 

Sampo Pension during 1988

NUMBER OF PENSIONS

(thousands)_______________________________________
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amounted to FIM 1983 million. 

This represents an increase over 

the previous year in pensions 

outgo of 12 per cent, which 

was largely attributable to in

dex adjustments, the rising 

numbers of pension 

beneficiaries, and a gradual 

rise in the level of pensions. 

New  pensioners tend in gener

al to receive higher pensions 

than those who have retired 

earlier.

The number of persons in 

receipt of retirement pensions 

at the end of the year amount

ed to 85 000; this is an in

crease of just over 3000 pen

sions over the preceding year.

The number of new pensions 

issued during the year fell by 

over a tenth in comparison with 

the previous year; and this sug

gests that the pressure for early 

retirement may now be easing. 

Altogether during 1988 Sampo 

Pension issued approximately 

11 000 new pensions, of which 

6600 were approved on first 

applications.

There was a fall of about 

one fifth in the issue of new 

flexible pensions. Advance rul

ings on private early-retirement 

pensions were issued in 1100 

cases, i.e. about 150 cases less 

than during the preceding year. 

There were 240 persons who 

were granted early-retirement 

old age pensions, and this was 

a quarter less than in the 

preceding year. Part-time pen

sions have attracted little in

terest, for these were issued to 

only 14 persons.

Sampo Pension's administra

tive expenses for the year 

amounted to FIM 95.4 million, 

an increase from the previous 
year of 17 per cent. This rise 

was mainly due to the improve

ments being implemented in the 

level of service; averaged over 

the past three years, the rise in 

administrative expenses is not in 

excess of the mean increase 

among Finnish pension insurers.



NOTES ON INSURANCE TERMINOLOGY
Premium Income

"Premium income on direct un

derwriting" consists of premi

ums paid by ordinary policy
holders to the Company. Trans

ferred charges due to the State 

are deducted.

"Premium income on reinsur

ance assumed" consists of 

premiums paid to Sampo by 

other insurance companies for 

reinsurance; this is a net figure, 

after deduction of commissions 

paid to the ceding companies.

Uncollectable Premiums

These are premiums which 

have been written off.

Unearned Premiums 
Reserve and Change in 
the Unearned Premiums 

Reserve

Premium income which covers 

risks falling after the end of the 

financial year is matched 

against future financial years as 

the "Unearned Premiums 

Reserve''.

On the figure entered as the 

"Change in the Unearned 

Premiums Reserve", an increase 

represents outgo, whereas if it 

is smaller the Change 

represents income. "Earned 

premium income", the differ

ence between premium income 

and the Change in the Un

earned Premiums Reserve, 

represents premium income 

matched against the financial 

year.

Outstanding Claims 
Reserve and Change in 
the Outstanding Claims 

Reserve

Compensation arising from 

losses occurring before the end 

of the financial year, but falling 

due for payment thereafter, is 

entered as the "Outstanding 

Claims Reserve". This includes 

items such as future annuities 

under accident, motor third 

party, or liability insurance poli

cies; claims already reported,

but not yet settled; and claims 

not yet reported to the Compa

ny. The Reserve thus represents 
the matching of eventual claims 

outgo against the relevant 

financial years. The difference 

from the figure for the preced

ing year is entered as the 

"Change in the Outstanding 

Claims Reserve".

This Reserve thus represents 

the credit owed by the Com

pany to its policyholders and 

beneficiaries.

The Outstanding Claims 

Reserve also includes an 

"Equalization Reserve", to 

cover years with heavy losses; 

the Equalization Reserve 

proper, and a separate Motor 

Insurance Buffer Reserve. 
"C laims paid", together with 

the Changes in the Outstand

ing Claims Reserve, the Equali

zation Reserve and the Buffer 

Reserve, thus represent the total 

claims incurred by the Compa

ny during the financial year.

Reinsurance Ceded

Sampo cedes part of its lia

bility to other insurance compa

nies. The outgo and the in

come arising from this "Reinsur

ance ceded" are shown as the 

reinsurers' share of premiums, 

of claims paid, and of changes 

in the technical reserves. The 

net total of these items 

represents net outgo or income 

on reinsurance ceded. Commis

sions paid by the reinsurers are 

deducted.

Premium Income on Other 
Classes of Insurance

This heading includes per

sonal accident insurance, bur

g lary insurance, forest insur

ance, water damage insurance, 
marine hull and aviation insur

ance, and livestock insurance.

Transferred Charges

These are charges levied in 

conjunction with premiums in 

certain classes of insurance, 
and paid to the State or to 

special-purpose funds under 

State supervision.

Premium Tax

Premiums on insurance poli
cies (except for insurance of 

persons and credit insurance) 

covering property, activities, or 

benefits within Finland are sub

ject to Finnish premium tax, 

which is set at the same level 

as turnover tax.

Fire Brigade Charges

This is a statutory fee 

charged annually on all 

property insured against fire, 

and paid into a Fire Protection 

Fund.

Traffic Safety Payments

These comprise a fee 

charged in conjunction with 

motor third party insurance 

premiums which is paid to the 

Traffic Safety Fund.

Industrial Safety Charges 
and Payments under 

Section 58, Employment 
Accidents Insurance Act

Part of the financing of work 

on occupational safety is co

vered out of funds levied on 

premiums on workmen's com
pensation policies.

Insurance Result

The result is calculated on 

the basis of business retained 

by Sampo. Credit losses on 

premiums receivable are 

deducted from total premium in
come.

Solvency Trends

The "Full Amount of the 

Equalization Reserve" refers to 

the upper limit of a target zone 

which is actuarially calculated 

separately for each insurance 

company. The upper limit de

pends on premium income re

tained, the breakdown of this 

premium income between the 

various classes of insurance, 

and retentions in various 
classes.
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At the end of 1988, the total 

number of staff employed by 

Sampo Insurance Company 

Limited comprised 2206 perma

nent employees and 112 per

sons on short-term contracts.

The number of personnel re

mained approximately the 

same as in the preceding year.

Personnel development is be

coming a factor of steadily in

creasing importance. The inten

sification of competition on the 

domestic market, the impact of 

internationalization, and the ris

ing requirements expected of 

insurance services, all represent 

increasing pressures for person

nel development.

Top priority has been placed 

on management and profes

sional training. The Insurance 

Diploma and Higher Diploma 

examinations continue to pro

vide an important channel 

through which the general level 

of awareness of insurance busi

ness can be raised. Training 

aimed at internationalization 

has also been initiated.

PERSONNEL
In accordance with the Com

pany's development guidelines, 

Sampo plays an active role in 

the renewal of occupational 

conditions, placing particular 

stress on openness and the im
portance of mutual co-opera

tion.

The major emphasis in the 

Sampo Plus in-house training 

scheme has been laid on econ

omy, and the experience of the 

scheme has provided en

couraging evidence of the 

value of staff participation in 

management systems. Accord

ingly, opportunities for real par

ticipation by the staff have 

been extended. Emphasis has 

been placed on the importance 

of both practical work and 
careful planning for the 

achievement of successful 

results. The role of the staff in 

the annual planning procedures 

has been increased, backed up 

by financial training for the en
tire personnel.

An important step in develop

ing staff participation has been

the appointment of staff 

representatives to the manage

ment teams in the market Units. 

This is at present on a two- 

year experimental basis, start

ing from the beginning of 1989.

The regional reorganization 

of the Group has been carried 

out with the active collabora

tion of the staff, and for many 

this has meant an opportunity 

to tackle new tasks or in some 

cases to move to a new post

ing. The entire reorganization 

has been backed up by a 

specific training scheme.

A  follow-up enquiry to the 

working environment investiga

tion of three years ago has 

been carried out, and the find

ings have revealed no signifi

cant changes in comparison 

with the earlier study.

The Occupational Safety Act 

was amended in autumn 1988. 

A  monitoring group has now 

been set up with the task of 

overseeing working conditions 

and occupational safety.



SUPERVISORY 
BOARD

Sakari T. Lehto, 

Chairman

Kalevi Numminen, 

Vice Chairman

Kari O. Sohlberg, 

Vice Chairman

Antti Aarnio-Wihuri 

Matti Ali-Melkkila 

Hans J. Bjornberg 

Rolf Ehrnrooth 

Toivo Haapakoski 

Sten-Olof Hansen 

Kai Hietarinta 

O lli Ikkala 

Mikko Jokela 

Erkki Karmila 

Keijo Ketonen 

Matti Kinnunen 

Mikko Kivimaki 

Erkki Lahtinen 

Paavo Laitinen 

Raimo Lehtinen 

Vaino J. Leino 

Seppo Lindblom 

Thor Bjorn Lundqvist 

Jukka Mikkola 

Heikki Mustakallio 

Pentti Maki-Hakola 

Berndt Nielsen 

Jorma Reini 

Pekka Silvola 

C.O. Tallgren 

Heikki Talvela 

E.J. Toivanen 

Pirkko Tyolajarvi

Sampo Board of Directors: Sitting Antti Kataja, Chairman (left) and Kauko Pihlava, 
Managing Director (right). Standing from the right Matti Ruohonen, Juhani Kangas, and 

llmo Korpelainen, Secretary.

BOARD OF DIRECTORS
Full members:

Antti Kataja, 

Chairman

Kauko Pihlava, 

Managing Director, 

Vice Chairman

Juhani Kangas, 

Director

Alternate members: 
Hannu Kokkonen, 

General Manager

Jorma Kuokkanen, 

General Manager

Aarne Rossi, 

General Manager

Matti Ruohonen, 

Director

AUDITORS
Henrik Arle 

O lli Norla,

Chartered Accountant

Jaakko Nyman, 

Chartered Accountant

Jaakko Ukkonen, 

Approved Accountant

Jouko Karttunen 

Chartered Accountant

Alternate Auditors:

Pertti Keskinen 

Chartered Accountant

Pertti Lares

Thor Nyroos 

Chartered Accountant



MANAGEMENT OF THE 
SAMPO GROUP

Management Board
Kauko Pihlava, Managing Director 

Juhani Kangas, Director 

Matti Ruohonen, Director 

Aarne Rossi, General Manager

Private Market Unit
Matti Rantanen, General Manager 

Seppo Juutilainen, Non-Life Insurance 

Terttu Virmavirta, Life Insurance 

Antti Patala, Systems Development 

Pekka Hyytiainen, Marketing

Business Market Unit
Hannu Kokkonen, General Manager 

Juhani Vesterinen, Deputy General Manager 

Ernst Wendt, Safety and Loss Prevention 

Matti Santonen, Insurance and Claims Administration 

Yrjo Somersalmi, Corporate Accounts Department

Investments Unit
Jorma Kuokkanen, General Manager

SamNet
Pekka Meras, General Manager

Financial Administration
Martti Huhtamaki, General Manager

Personnel Administration
Jorma Norkela, General Manager

Information
Pertti Nurvala, Assistant General Manager

Data Administration
Markku Stenberg, General Manager

Private Market Regions
Southwestern Finland: Martti Huhtala 

Western Finland: Antti Rusi 

Greater Helsinki: Kimmo Rautanen 

Southern Finland: Pekka Heikkila 

Central Finland: Kari Kantalainen 

Southeastern Finland: Heikki Kariola 

Eastern Finland: Timo Sarkilahfi 

Ostrobothnia: Lars Gammelgard 

Northern Finland: Eero Henttu

Business Market Regions
Southwestern Finland: Hannu Reivonen 

Western Finland: Tapio Santala 

Greater Helsinki: Seppo Raty 

Southern Finland: Timo Lehtinen 

Central Finland: Sakari Pekkarinen 
Southeastern Finland: Hannu Tarvonen 

Eastern Finland: Hannu Tarnanen 

Ostrobothnia: Matti Heikkinen 

Northern Finland: Leo Kelho

SAM PO IN TE R N A TIO N A L
Mauri Asumaa, General Manager 

Kari Maki, Deputy General Manager 

Martti Porkka, Deputy General Manager

SAM PO P EN SIO N
Risto Kausto, Managing Director

Rauno Tienhaara, Deputy Managing Directc

Lasse Heinio, Chief Actuary

llkka Kohonen, Planning

Pertti Laesvuori, International Group Benefits

Veikko Loukola, Production

Eino Pohjola, Production

Seppo Alhonsuo, Marketing



OFFICES
(telephone numbers for in
ternational direct dialling)

Head Office 
Turku, Yliopistonkatu 27 

+ 358 21 663 311

Helsinki Office
Helsinki, Aleksanterinkatu 11 

Annankatu 42 

+358 0 13221

Other Offices

Espoo Kotka Riihimaki

Forssa Kouvola Rovaniemi

Hamina Kuopio Saarijarvi

Heinola Kuusamo Salo

Helsinki Lahti Savonlinna

Huittinen Lappeenranta Seinajoki

Hyvinkaa Lapua Somero

Hameenlinna Lieksa Suonenjoki

lisalmi Lohja Tammisaari

Imatra Loimaa Tampere

Joensuu Loviisa Toijala

Jurva Mikkeli Tornio

Jyvaskyla Nokia Turku

Jamsa Nummela Uusikaupunki

Jarvenpaa Narpes Vaasa

Kajaani Oulu Valkeakoski

Kangasala Paimio Vammala

Kankaanpaa Parainen Vantaa

Kauhajoki Pieksamaki Varkaus

Kemi Pietarsaari Virrat

Kemijarvi Pori Ylivieska

Kerava Porvoo Ahtari

Keuruu Raahe Aanekoski

Kokemaki Raisio

Kokkola Rauma






