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content. In the interests of our shareholders and customers, we strive to ensure that our risks remain proportionate to our capital resources. Our quantitative risk management provides a uniform framework for the assessment and direction of all risks affecting the company, as well as our capital position. The internal
capital model – a stochastic business model – is a central tool in this context. It covers all subsidiaries and business groups of the Hannover Re Group. The central variable in risk and business management is economic assets, which is calculated according to consistent market measurement principles and also forms
the basis for the calculation of own funds under Solvency II. Hannover Re's internal capital model reflects all the risks that influence the development of the Economic. These are divided into underwriting risks, market risks, default risks and operational risks. For each of these risk classes, we identified a number of risk
factors for which we define probability distributions. These risk factors include, for example, economic indicators such as interest rates, exchange rates and inflation but also specific indicators of insurance, such as the mortality of a given age group within our portfolio of policyholders in a given country or the number of
natural disasters in a given region and the amount of loss insured by disaster. The specification of probability distributions for risk factors is based on historically and publicly available data, industry-only data, and internal data capabilities of the Hannover Re Group. This process is further complemented by the know-how
of internal and external specialists. The adjustment of probability distributions is regularly verified by our specialized departments, although more importantly it is also verified in the context of regular and enterprise-by-company use of the capital model when assessing risks and allocating the cost of capital. Hannover Re
calculates the necessary venture capital as the Value at Risk (VaR) of the economic value change over a one-year period with a confidence level of 99.97%. This reflects the goal of not exceeding a one-year probability of ruin of 0.03%. The capitalisation of the hannover re group's internal target is therefore significantly
higher than the 99.5% confidence level required under Solvency II. For its capitalization under Solvency II Hannover Re has set a limit of 180% and a limit of 200% for the capital adequacy ratio. The capitalization prescribed by regulatory requirements differs from the capitalization demonstrated according to the hannover
re group's internal capital model. Since approval has been given for the use of the operational risk model, the difference now rests solely on solvency II requirements that non-controlling interests should be treated as partially ineligible. The solvency ratio calculated according to Solvency II was 245.7% at December 31,
2018. The main risk and equity indicators shown for Hannover Re Group and Hannover Rück SE as shown on December 31, 2018 reflect the static volatility adjustment of the yield curves. Hannover Re is therefore capitalized and our available capital comfortably exceeds the capital needed, both from an economic point
of view and from a regulatory: Available capital and necessary venture capital 1 in EUR million31.12.2018 (domestic)31.12.2018 (Solvency II) 2 31.12.2017 (internal) 31.12.2017 (Solvency II) 3 Available economic capital / Eligible capital13,323,112,616.2 13,041.0 12,295.8 Confidence level99.97%99.5%99.5% 99.97%
99.97%. 5% 99.5% Risk capital requirements / solvency 10,990.55,135,135.4 9,877.3 4,729.0 4 Capital adequacy ratio121.2%259.4%245.7% 132.0% 275.8% 260.0% The above figures refer to the Hann Reover Group. In addition, Hannover Rück SE is also subject to regulatory capital requirements, which according to
solvency II reports were clearly met on December 31, 2018 with a solvency rate of The solvency rate of Hannover Rück SE is usually higher than solvency solvency hannover re group because there are no restrictions on the use of own funds attributable to non-controlling interests. The details provided here on the
solvency ratio of the hannover rück SE solo entity contain information that has not been audited by the independent auditor. We strive for a ranking of the most relevant rating agencies for our industry that facilitates and ensures our access to all reinsurance businesses worldwide. Hannover Re is reviewed by standard
&amp; poor's (S&amp;P) and A.M. Best rating agencies as part of an interactive classification process. The current financial strength indices are rated As AA- (Very Strong and Stable Outlook) by Standard &amp; Poor's and A+ (higher and stable outlook) by A.M. Best. Standard &amp; Poor's assesses Hannover Re's
risk management as Very Strong, the best possible rating. In granting these ratings, the agencies highlighted the company's very good risk management, the consistent and systematic implementation of corporate management strategy, and its excellent capital resources. Hannover Re's internal capital model was also
subject to specialized evaluation. As a result of this review, Standard &amp; Poor's factors the results of the Hannover Re Group's internal capital model for determining the target capital for the rating. Doing things differently – that's precisely what sets Hannover Re apart. Thanks to lean structures and efficient
organization, we are able to respond quickly, flexibly and pragmatically to market opportunities and customer needs. Our considerable performance capability is entirely at the service of our customers. We focus on what matters. Purposeful and efficient in our approach and aided by flat hierarchies and the broad decision-
making powers assigned to our highly qualified and dedicated team around the world, we offer tailor-made solutions to our customers. We operate at the lowest management expense rate in the industry – a competitive advantage that allows us to have a long view, even in prolonged phases of smooth market. Spreading
the burden of great risks on many shoulders is the principle at the heart of reinsurance. The more diversified the portfolio, the easier it is to compensate for losses on individual lines or regions with positive loss experiences elsewhere. Hannover Re is active worldwide in all classes of property &amp; accidents and life
&amp; health reinsurance. The company writes businesses on an extremely diverse range of lines, including, for example, high-risk sports. We are a leading professional reinsurer with numerous specialized areas of expertise. This allows us to write businesses that others might consider too risky: by practicing systematic



cycle management, we are able to act on business opportunities where rates proportionate to the risks. Rating agencies testify to our excellent credit and financial strength situation. Your assessment focuses on our company's stable profitability and excellent competitive competitive We conduct our business with a
sophisticated risk-based capital model. This allows us to allocate our capital optimally to business groups, regions and lines and take advantage of the potential scope for diversification. Our rigorous and selective underwriting policy lays the foundation for stable operational performance. Our robust capital resources –
keeping an eye on solvency requirements and our risk profile – are flexibly supported by prudent reserve policy, hybrid capital and retrocession programs. Thanks to a superlative rating, we can act on business opportunities at any time. Safeguarding our strong classification through exceptional and consistently practiced
risk management is therefore especially important. hr I equarium, Hannover Re's exclusive online platform, brings together digital innovators and insurtechs with insurers ready to shape the future of insurance. Digital upheave, demographic change and changing buyer preferences have created a challenging operating
environment for insurers. Today, more than ever, product innovation and distribution are crucial factors for insurers to stay ahead of their competition and meet consumer needs. While insurtechs are offering a wide range of solutions and services along the insurance value chain, many of our customers find it challenging
to cut through noise to find the most suitable solution. Novice insurtechs, on the other hand, require direct access to policymakers to market their solutions at the lowest possible cost. With extensive contacts in the global insurance industry, Hannover Re is well positioned to host an innovation platform that enables
insurtechs to commercially make their solutions exclusively to our customers. Our customers, in turn, have direct access to a pool of services and solutions, as well as business cases that demonstrate successful implementations around the world. People around the world are facing the challenge of securing a lifetime
income at retirement age and finding a flexible retirement product to meet their individual needs. Based on our global experience and capability, we are well positioned to support insurers in developing tailor-made retirement solutions that meet a wide range of individual security needs in old age. We can provide well-
rounded support, including new subscription process design, implementation of our automated point-of-sale subscription system, as well as medical training by our experienced physicians. Our core competency is biometric risk assessment and we are flexible with regard to reinsurance solutions that mitigate those risks.
The concentration of values, interdependencies between industries and more are making the world a more complex place. As a result, demand is constantly growing for coverage that provides comprehensive protection for a wide range of property and casualties. In the traditional reinsurance business we are very
diverse. We accept risks on a variety of lines - - for example, property and liability risks linked to infrastructure projects. Based on our long-standing experience, we can design complex covers for portfolios composed of various risks. Our financial strength also allows us to carry the associated risks. In non-traditional
reinsurance we offer our expertise in taking advantage of the effects of diversification. Our structured reinsurance solutions meet the business situation of our customers in their entirety and help them optimize their compliance with solvency requirements through the use of reinsurance. Storm damage is typically covered
in the U.S. under private and industrial storm insurance. The damage caused by the floods resulting from heavy rains, on the other hand, often needs to be covered separately. Hurricane Harvey's torrential rain caused extensive damage throughout South Texas in 2017, while the precipitation from Hurricane Katrina in
2005 flooded parts of New Orleans. In the private sphere, homeowners and cars are particularly hit by inadequate protection: about half a million vehicles have been erased in the harvey-flooded region. In industry, too, flood damage to structures is often not covered – or compensation limits are too low. Depending on
the time and duration of bad weather, losses can also result from business disruptions and crop failures and can impact transportation and aviation. Loss scenarios for wind storm risks can be reliably simulated using existing models. We are continuously developing and refining our risk models in order to calculate
affordable and risk-appropriate prices for flood damage coverage. Download the comparison of key figures from the Going Center on things differently – that's precisely what sets Hannover Re apart. Thanks to lean structures and efficient organization, we are able to respond quickly, flexibly and pragmatically to market
opportunities and customer needs. Our considerable performance capability is entirely at the service of our customers. We focus on what matters. Purposeful and efficient in our approach and aided by flat hierarchies and the broad decision-making powers assigned to our highly qualified and dedicated team around the
world, we offer tailor-made solutions to our customers. We operate at the lowest management expense rate in the industry – a competitive advantage that allows us to have a long view, even in prolonged phases of smooth market. Spreading the burden of great risks on many shoulders is the principle at the heart of
reinsurance. The more diversified the portfolio, the easier it is to compensate for losses on individual lines or regions with positive loss experiences elsewhere. Hannover Re is active worldwide in all property classes accidents and life &amp; health reinsurance. The company writes businesses on an extremely diverse
range of lines, including, for example, high-risk sports. We are a leading professional reinsurer with numerous specialized areas of expertise. This allows us to write businesses that may consider it too risky: by practicing systematic cycle management, we are able to act on business opportunities where rates are
proportionate to risks. Rating agencies testify to our excellent credit and financial strength situation. Its evaluation focuses on the stable profitability of our company and the excellent competitive position. We conduct our business with a sophisticated risk-based capital model. This allows us to allocate our capital optimally
to business groups, regions and lines and take advantage of the potential scope for diversification. Our rigorous and selective underwriting policy lays the foundation for stable operational performance. Our robust capital resources – keeping an eye on solvency requirements and our risk profile – are flexibly supported by
prudent reserve policy, hybrid capital and retrocession programs. Thanks to a superlative rating, we can act on business opportunities at any time. Safeguarding our strong classification through exceptional and consistently practiced risk management is therefore especially important. hr I equarium, Hannover Re's
exclusive online platform, brings together digital innovators and insurtechs with insurers ready to shape the future of insurance. Digital upheave, demographic change and changing buyer preferences have created a challenging operating environment for insurers. Today, more than ever, product innovation and
distribution are crucial factors for insurers to stay ahead of their competition and meet consumer needs. While insurtechs are offering a wide range of solutions and services along the insurance value chain, many of our customers find it challenging to cut through noise to find the most suitable solution. Novice insurtechs,
on the other hand, require direct access to policymakers to market their solutions at the lowest possible cost. With extensive contacts in the global insurance industry, Hannover Re is well positioned to host an innovation platform that enables insurtechs to commercially make their solutions exclusively to our customers.
Our customers, in turn, have direct access to a pool of services and solutions, as well as business cases that demonstrate successful implementations around the world. People around the world are facing the challenge of securing a lifetime income at retirement age and finding a flexible retirement product to meet their
individual needs. Based on our global experience and capability, we are well positioned to support insurers in developing tailor-made retirement solutions that meet a wide range of individual security needs in old age. We can provide well rounded support, including new subscription process design, from our automated
point-of-sale subscription system as well as medical training by our experienced doctors. Our core competency is biometric risk assessment and we are flexible with regard to reinsurance solutions that mitigate those risks. The concentration of values, interdependencies between and stricter regulatory requirements are
making the world a more complex place. As a result, demand is constantly growing for coverage that provides comprehensive protection for a wide range of property and casualties. In the traditional reinsurance business we are very diverse. We accept risks on a variety of lines – including, for example, ownership and
liability risks linked to infrastructure projects. Based on our long-standing experience, we can design complex covers for portfolios composed of various risks. Our financial strength also allows us to carry the associated risks. In non-traditional reinsurance we offer our expertise in taking advantage of the effects of
diversification. Our structured reinsurance solutions meet the business situation of our customers in their entirety and help them optimize their compliance with solvency requirements through the use of reinsurance. Storm damage is typically covered in the U.S. under private and industrial storm insurance. The damage
caused by the floods resulting from heavy rains, on the other hand, often needs to be covered separately. Hurricane Harvey's torrential rain caused extensive damage throughout South Texas in 2017, while the precipitation from Hurricane Katrina in 2005 flooded parts of New Orleans. In the private sphere, homeowners
and cars are particularly hit by inadequate protection: about half a million vehicles have been erased in the harvey-flooded region. In industry, too, flood damage to structures is often not covered – or compensation limits are too low. Depending on the time and duration of bad weather, losses can also result from business
disruptions and crop failures and can impact transportation and aviation. Loss scenarios for wind storm risks can be reliably simulated using existing models. We are continuously developing and refining our risk models in order to calculate affordable and risk-appropriate prices for flood damage coverage. Well.
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