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"Forges skilfully the Sampo; 
On one side the flour is grinding, 
On another salt is making, 
On a third is money forging, 
And the lid is many-colored. 
Well the Sampo grinds when finished, 
To and fro the lid in rocking, 
Grinds one measure at the day-break, 
Grinds a measure fit for eating, 
Grinds a second for the market, 
Grinds a third one for the store-house". 
From Poem X in the national folk epic of 
Finland, the Kalevala, 
translated by John Martin Grawford. 
(The Kalevala, John B. Alden, 
New York, 1888, 
Vol 1, p 138). 



MANAGING DIRECTORS STATEMENT 

The steady economic growth of 
recent years in Finland has for the 
most part been maintained. Private 
disposable incomes have continued 
to rise, and the expansion in ex-
ports to the West has at least in 
part compensated for the recent fall 
in exports to the Soviet Union. 
Nonetheless, the rate of economic 
growth has not been adequate to 
create new jobs at the same rate as 
the labour force has grown, so that 
the unemployment rate has re-
mained high, and even risen slight-

ly. The economic prospects for 
1987, however, are slightly better. 

There was a marked accelera-
tion in the rate of growth ex-
perienced by Finnish non-life in-
surance companies on their 
premium income from domestic 
business. The premium income in 
this sector as a whole rose by ap-
proximately seven percentage 
points more than the rate of infla-
tion as measured on the consumer 
prices index, thus reflecting a strik-
ing rate of real growth. 

During the last year, the result 
on non-life direct insurance overall 
has continued to be less than 
satisfactory, although this covers 
considerable variation between dif-
ferent classes of insurance. Intense 
competition has forced the price of 
insurance cover to a very low level. 
In private insurance, a sharp in-
crease in the number of losses 
reported forced the Finnish com-
panies during the course of the year 
to implement a number of in-
creases in premiums charged; these 
can be expected to be reflected in 
an improved result for non-life in-
surance in 1987. A particularly 
disturbing feature in the increased 
incidence of loss was a sudden rise 
in the number of fatal road ac-
cidents. Reactions to this were 
sharp, and the Ministry of Com-
munications has instituted special 
steps to improve traffic discipline 
and road safety. 

The situation with regard to 
foreign reinsurance business as-
sumed is complex. Whereas the 
business written during the past 
two years looks relatively healthy, 
business accepted prior to this con-
tinues to operate at a loss. The 
crucial question in relation to the 
older business is whether the loss 
reserves will prove to be adequate. 
A particular source of anxiety con-
cerns American liability insurance 
and asbestosis claims, since com-
pensation payments for asbestosis 
may continue in certain cases for 
over a quarter of a century after ter-
mination of the reinsurance con-
tract. 

Sampo's premium income on 
direct insurance grew at the average 
rate for Finnish insurance com-
panies overall, and the Sampo 
market share, after having expand-
ed for the previous four years, now 
held steady. In terms of marketing, 
there was varied success. Sampo 

continued to consolidate its posi-
tion as an insurer for private 
households, while in the business 
sector the best success was achieved 
among small businesses. 

The financial result on direct 
insurance business was no more 
than satisfactory. Certain classes of 
private household insurance, in 
particular motor third-party cover, 
gave a poor result, which has made 
the introduction of increased 
premium rates unavoidable. The 
result in the business insurance sec-
tor is somewhat better, although 
there too there has been a 
downward trend. 

The decision to reconstitute 
Sampo as a stock company, and the 
plans to transfer the reinsurance 
portfolio to a separate company, 
have exercised a powerful impact 
on the way in which the accounts 
for 1986 have been closed, so that 
they are not really comparable with 
the accounts for past or future 
years. It is proposed that the new 
reinsurance company should start 
with a clean slate; and after an ex-
tremely thorough analysis of the 
long-term implications of the rein-
surance portfolio, the reserves 
which have been set aside in the 
present accounts for outstanding 
claims in respect of international 
business accepted are considerably 
in excess of normal practice, and 
may well not be called on until well 
into the future. 

As a consequence, the stochastic 
result on the accounts prior to 
transfers to the Equalization 
Reserve shows a loss of FIM 176.4 
million. This increase in the 
Outstanding Claims Reserve has 
been met in part by drawing on the 
funds accumulated in the Equaliza-
tion Reserve. This means that the 
specific equalization reserve for 
reinsurance business has now been 
used. Even after this operation, 

however, the Equalization Reserve 
is still very healthy, standing at 
almost FIM 500 million. 

A further consequence is a fall 
in Sampo's solvency ratio, which 
now stands at 28.4 per cent. The 
reinsurance company will set out 
with no separate Equalization 
Reserve of its own, but with very 
large capital backing, while Sam-
po's solvency ratio by the time it 
is launched as a stock company will 
stand at about 50 per cent. 

Sampo has continued to follow 
its practice of closing the annual ac-
counts without increasing the book 
value of assets or using profits from 
real estate sales. During the past 
year the market value or the assets 
actually rose by more than the 
amount being drawn from the 
Equalization Reserve, thus slight-
ly improving the Company's 
solvency. The Operating Margin, 
depreciations, and other transfers 
within the accounts are stated as 
usual. 

It had been suspected that the 

losses suffered by all Finnish rein-
surance underwriters might not 
apply to the Sampo portfolio to the 
same extent, but it has now 
become clear that this is not the 
case; Sampo's loss trend has 
become increasingly similar to that 
experienced by other Finnish in-
surance companies. 

Sampo, like the other Finnish 
insurance companies, is however 
now beginning to recover from the 
international reinsurance crisis. 
Nonetheless, attention needs to be 
paid to the question whether rein-
surance treaty wordings and 
methods of spreading the risks are 
adequate for current needs, and 
how they could be improved. 

The result on domestic rein-
surance business assumed was 
good. 

Growth in administrative ex-
penses was successfully held within 
the planned limits, and at a level 
considerably below the expansion 
in premium income on direct in-
surance, thus easing the relative 

Estimated Proportion of Sampo's 1986 Turnover and Balance Sheet 
Corresponding to the Business being Transferred to Sampo International 
Portfolio D u e to be Transferred to Sampo International on 1 Jan 1988 

74 % Portfolio Transfer 26 % 68 % Portfolio Transfer 32 % 



operating costs for the third year in 
succession, despite the continuous 
effort being spent on the develop-
ment of Sampo products and 
systems. 

Net income on investments 
rose satisfactorily, and this is all the 
more gratifying in view of the fact 
that the deterioration in the claims 
ratio means that the overall propor-
tion available for capital in-
vestments has fallen. 

1986 was the first complete year 
of operations by Sampo as an in-
tegrated group offering the entire 
range of insurance cover. No ma-
jor reorganizations were intro-
duced, and this year thus represent-
ed a lull between major changes in 
company organization. In order to 
increase the level of readiness 
to face the challenges to come, 
the "Sampo Plus" campaign was 
launched to improve the level of 
service both within the Group and 
to clients. 

The proposals for the conver-
sion of Sampo into a stock com-
pany, which have long been under 
preparation, are now moving into 

the decisive stage. The objectives of 
this step are to strengthen Sampo's 
capital structure, to consolidate the 
profit-centres structure, and to in-
tegrate clients more closely into the 
Company. Policyholders are to 

Sampo Shareholders (Estimated) 

Private Individuals 
63 % Corporations, 

Number of Shareholders 750 000 

receive shares in proportion to the 
number of votes they hold at an-
nual general meetings under the 
present Articles of Incorporation. 
There will thus be approximately 
750 000 shareholders. On this 
scale, this is a unique event in 
Finland, which is expected to of-
fer a significant stimulus to the in-
vestment of savings in sharehold-
ings. The task of reorganization is 
a large one, however, and will re-
quire a major effort on the part of 
the Sampo staff. 

In conclusion, I would like once 
more to take this opportunity to ex-
press my sincere appreciation both 
to our clients, for the confidence 
which they have continued to show 
in the Sampo Group, and to our 
staff and agents, for their im-
pressive and successful work; and 
I look forward to our joint efforts 
in meeting the major task ahead of 
us in building up Sampo as a stock 
company. 
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SAMPO IN BRIEF 

FIM millions 1986 1985 1984 1983 1982 

Turnover 2 236.6 2 124.8 2 007.4 1 716.1 1 514.5 

Premium Income 
— Direct Underwriting 1 460.0 1 321.0 1 168.1 1 022.6 859.7 
— Reinsurance Assumed 398.4 444.4 482.7 354.4 345.9 
Total Premium Income 1 858.4 1 765.4 1 650.8 1 377.0 1 205.6 

Net Investment Income 307.4 264.9 289.7 271.7 249.8 

Claims Incurred 1 575.5 1 499.2 1 506.4 1 221.8 1 012.4 

Administrative Expenses 431.1 401.3 350.6 323.7 280.8 

Operating Margin 86.6 64.4 41.5 48.3 53.5 

Profit for the Year 10.1 9-7 9-4 9.5 9.3 

Technical Reserves 3 311.9 3 232.0 3 014.6 2 687.4 2 433.1 

Total of Balance Sheets 4 013.3 3 924.6 3 694.3 3 388.1 3 035.4 
Number of Staff, 31 December 2 148 2 066 2 014 1 934 1 846 

I 1 Income from Insurance Business 
I I Claims Incurred Prior to Equalization Reserve Transfers 
1 I Administrative Expenses 
1982—1986 
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ANALYSIS OF THE ACCOUNTS 

(FIM millions) Sampo 
total 

Motor 
Hull 

Motor 
Third 
Party 

Work 
men's 

Compen-
sation 

Fire & 
Compre-
hensive 

Marine 
Hull 

Cargo Other 
non-life 

Reinsur-
ance 

Assumed 

Premium Income 
Uncollectable 

Premiums 
Net Investment 

Income 
Change in Unearned 

Premiums 
Reserve 

+ 1 858 .4 

— 14.1 

+ 307.4 

— 32 .9 

+ 209 .9 

— 1.4 

+ 10.4 

— 9.9 

+ 327 .3 ' 

5.1 

+ 73.1 

— 11.8 

+ 306.2 

5.1 

+ 60 .9 

— 0.8 

+ 336.2 

1.0 

+ 24.2 

— 13.5 

+ 24.9 

0.1 

+ 0 .4 

0.2 

+ 77.2 

— 0.4 

+ 2.1 

0 .6 

+ 178.3 

1.0 

+ 16.9 

— 15.3 

+ 398.4 

+ 47 .6 

+ 19-2 

Gross Income + 2 118.8 + 209 .0 + 383.5 + 361.2 + 345.9 + 25 .0 + 78.3 + 178.9 + 465 .2 

Claims Paid 
Increase in Out-

standing Claims 
Reserve 

— 1 528.4 

47.1 

— 138.6 

+ 28 .0 

— 242.4 

— 11.6 

— 204.6 

— 11.8 

— 243.2 

+ 4 3 . 0 

— 20 .9 

+ 8.2 

— 51.8 

+ 6 .9 

— 154.7 

— 2.3 

— 472 .2 

— 107.5 

Gross Margin + 543.3 + 98.4 + 129.5 + 144.8 + 145.7 + 12.3 + 33.4 + 21 .9 — 114.5 

Reinsurance 
Ceded — 25.7 0.1 — 18.0 5.1 — 1.4 + 0 .4 1.5 

Retained Gross 
Margin + 517.6 + 98 .3 + 129.5 + 144.8 + 127.7 + 7.2 + 32.0 + 22.3 — 116.0 

Administrative 
Expenses — 431 .1 

Operating Margin + 86.5 

Depreciation 4 9 . 0 

Business Profit + 37.5 

Other Income 
Changes in 

Technical 
Allowances 

Direct Taxes 

— 2.4 

— 5.0 
20.0 

Profit for the Year + 10.1 

The Analysis of Income shows 
the breakdown of the Retained 
Gross Margin by classes of insu-
rance. 

The net income on investments 

has been divided among the classes 
of insurance in the same propor-
tions as the Technical Reserves re-
tained by the Sampo, and the 
Capital and Free Reserves, at the 

termination of the financial year. 
The net income on the capital is, 
however, only given for Sampo as 
a whole. 
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INSURANCE UNDERWRITING 

Direct Insurance 
The premium income received 

by Sampo in respect of direct in-
surance amounted to FIM 1460 
million, representing a rise over the 
previous year of 10.5 per cent. The 
rate of increase in premium income 
was approximately the same among 
all Finnish non-life insurance com-
panies, with the consequence that 
Sampo's market share, which had 
been expanding steadily for the 
past four years, now held steady at 
approximately 21.3 per cent. 

Loss experience during the past 
year was unsatisfactory. Compen-
sation payments on direct non-life 
insurance rose altogether by 20.8 
per cent, compared with a rise in 
1985 of only 6.0 per cent. This rise 
was sharply in excess of the rate of 
growth in premium income, 
leading to a deterioration of almost 
four percentage points in Sampo's 
claims ratio for non-life insurance. 

Caring for Private 
Household Clients 

The overall premium income of 
the Private Market Unit came to 
around FIM 670 million. This 
represents a gross rate of growth for 
the financial year of just over 17 per 
cent, which means a real growth of 
almost 14 per cent. The Unit 's ob-
jectives were thus realized. The 
class of insurance displaying the 
fastest rate of growth was medical 
expenses and personal accident in-
surance for young people, where 
there was a rise of over 70 per cent 
from the preceding year; and a 
satisfactory rate of expansion was 
also maintained in premium in-
come from the Householder's All 
Risks insurance policy. 

Nonetheless, the target for 
growth in service agreements was 
not entirely achieved. The number 
of Sampo Agreement clients at the 
end of the year was 275 000, or fif-
teen per cent more than in the 
preceding year. Sampo continues 

to enjoy the largest share of the 
market in insurance service 
agreements. A considerable 
number of new forms of insurance, 
and extensions of existing forms of 
cover, were made available to Sam-
po Agreement clients. Sampo 
Agreements account for almost 60 
per cent of the Unit 's premium in-
come. 

The Unit succeeded in con-
solidating its position among the 
population in clerical occupations, 
since research indicates that Sam-
po's share of the households in this 
group has increased during the past 
five years by over ten percentage 
points, and now stands at almost 
40 per cent. 

Competition in motor in-
surance continues to be intense, 
with an increase in underwriting by 
local mutual insurance associations 
in some areas, which preliminary 
figures indicate has led to a fall in 
Sampo's market share of 0.2 
percentage points on motor third-

Premium Income from Direct Insurance, 
by Type of Client 

Local Government 
and other public 
bodies 8 .8 

Expansion in Sampo Agreements 
I .. J Total Number of Agreements 

Premium Income, FIM millions 
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The Finnish yacht Fazer of Finland, 
which came third in the Whitbread Round the World Race, was insured with Sampo 
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party insurance, and a slight fall on 
motor hull insurance as well. These 
changes are however too small to 
endanger Sampo's position as the 
leading Finnish motor insurer. Ac-
tivity was maintained on the 
"Sampo Front Seat" training 
scheme, the purpose of which is to 
improve insurance know-how 
among motor vehicle dealers' per-
sonnel. 

A further innovation in the 
field of traveller's insurance was the 
introduction of an annual 
traveller's policy. During 1986 this 
was only available through group 
insurance schemes, but it is intend-
ed to extend this form of policy to 
individual clients during 1987. 

In autumn 1986, a Scandina-
vian private health centre, Clinica 
Scanainavica, was opened on the 
Canary Islands, the first of its kind. 
One of the two main proprietors of 
this clinic is Mediconsult Oy, a 
company owned by the Deaconess 

Institute nursing home in Helsinki. 
The clinic is equipped with X-ray, 
laboratory, and operation facilities, 
and constitutes a logical extension 
of the development of improved 
services for tourists abroad. 

Another focus of special atten-
tion was the operations of the 
agents network. The agents' con-
tract was revised so as to achieve 
closer integration with the overall 
marketing of insurance and a 
significant cut in expenses. 

On 4 April 1986, in order to 
give greater support to the opera-
tions of the field agents, The 
Sampo-Forgers Guild was set up, 
a staff association operating on the 
same lines as the old guilds. 
Within the Guild the agent can 
proceed from apprentice to 
journeyman, the higher ranks be-
ing those of master and alderman. 
The emphasis is put on active work 
as an agent, since membership of 
the Guild requires on-going work 

Premium Income, by Class of Insurance Claims Paid, by Class of Insurance 

Fire & Comprehensive 
23.1 % 

Motor 
Third-Party 22.4 % 

Motor Hull 
14.4 % 

Cargo 7.0 % 

Workmen's 
Compensation 21 .0 % 

Personal 
Accident 6 .0 % 

Miscellaneous 
Non-Life 6.1 % 

Fire & Comprehensive 
23 .0 % 

Motor 
Third-Party 22.9 % 

Motor Hull 
13.1 % 

Cargo 6 .9 % 

Workmen's 
Compensation 19.4 % 

Personal Accident 8 .0 

Miscellaneous 
Non-Life 6.7 % 

as an agent. 
The steps taken to decentralize 

the Group's Systems Services 
meant that the Private Market 
Unit 's responsibility for the 
development of these systems was 
drastically increased. The handling 
of personal insurance, other than 
personal accidents cover, the revi-
sion of policy-issuing, and the 
systems developed for motor 
claims, were transferred from the 
central Systems Services to become 
part of the Unit's ordinary routine, 
so as to achieve a clearer distribu-
tion of responsibility, improved co-
ordination with the needs of the 
Unit, and greater efficiency and 
quality. 

There was a deterioration in the 
claims ratio for several of the classes 
of insurance marketed by the Unit, 
and the overall loss experience was 
not satisfactory. Claims incurred on 
medical expenses and personal ac-
cident insurance for young people 
continued to be distinctly in excess 
of premium income, while the ex-
tremely wide range of cover provid-
ed by the Householder's All Risks 
policy also led to an unsatisfactory 
claims ratio in this case. There was 
a marked increase in serious road 
accidents, which cut into the claims 
ratio for motor insurance, and the 
results for agricultural and forest 
insurance were also far from good. 

Operating costs for the Unit 
were held within the target limits, 
but despite many steps taken to 
improve results, the trend in losses 
was poorer than anticipated, and 
the result on the Unit's business re-
mains unsatisfactory. 

Caring for Business Clients 
The slight fall in the rate of 
economic growth in Finland was 
reflected in the premium income 
figures for the Business Market 
Unit. The rate of growth in 



premium income on non-life direct 
insurance came to no more than 
seven per cent, which was below 
the targets set. Premium income 
amounted to FIM 790 million. As 
a result of competition, the 
premium rates in classes of in-
surance where prices are not 
regulated have now sunk too low, 
but there is no sign at present of 
any easing in the intensity of com-
petition. 

In the marketing of non-life in-
surance, the central emphasis was 
shifted away from sheer expansion 
of volume to the improvement of 
profitability, and this was reflected 
in a more stringent selection of 
risks, and in moderation in 
premium pricing. 

The aim of the overhaul of the 
marketing organization carried out 
in the previous year was a more ef-
fective deployment of marketing 
resources, which involved the 
replacement of the traditional 
organization, in terms of classes of 
insurance, by three major divisions 
dealing with small, medium-sized, 
and large firms respectively. 

Sampo has now established a 
strong position as an insurer of 
small and medium-sized firms. 
The rate of expansion in premium 
income from small firms has been 
noticeably faster than that for 
medium-sized businesses, and the 
small firms sector in fact exceeded 
its targets, and successfully met the 
challenge presented by the rapid 
expansion currently taking place in 
the number of small firms. For 
several years now, there has been 
steady expansion in property in-
surance, but intense competition 
between insurance companies in 
business insurance has now forced 
premiums down, and brought this 
growth to a stop. 

Steady expansion was also 
maintained in the premium in-

come from corporate clients, 
although it slowed down slightly 
from the previous year. The impact 
on large firms of mergers and 
takeovers has created a greater need 
for flexibility in meeting clients' 
needs for insurance coverage and 
financing. 

The class of insurance which 
showed the fastest rate of increase 
was liability insurance, where 
premium income grew by just over 
50 per cent, as a result of clients' 
increased need for insurance 
coverage and of increased premium 
rates. On workmen's compensation 
insurance, on the other hand, the 
increase in premium income slowed 
down markedly, partly as a result 
of reductions in rates. Premium in-
come growth on motor insurance 
also slowed, while on fire and com-
prehensive insurance there was no 
expansion at all. 

The claims ratio on under-
writing by the Business Market 
Unit deteriorated, mainly due to 

the development in workmen's 
compensation insurance. Claims 
also grew faster than in the 
preceding year on fire and com-
prehensive insurance. Altogether 
Sampo received claims for compen-
sation in excess of a million Finn-
marks on fifteen fires, the most 
serious of these being for FIM 17 
million, after a fire at the Norcar 
engineering plant in Mustasaari. 
Claims paid also increased 
significantly faster than premium 
income on Sampo's marine hull 
portfolio, as a consequence of 
serious machinery damages. 
Nonetheless, the loss experience 
over the entire portfolio was close 
to satisfactory. 

The Unit succeeded in keeping 
its expenses within target limits, 
and the final result was once again 
satisfactory. 

A good result was maintained 
in the policy issuing and claims 
handling divisions, as a result of 
the reorganization implemented in 

Share of the Finnish Insurance Market, by Class of Insurance, 
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the previous year. The main focus 
was placed on reducing the time 
needed for policy issuing and 
claims handling. A number of ra-
tionalizations were introduced in 
the interests of improved efficien-
cy. The major development project 
in the claims handling division was 
the revision of the claims handling 
system for workmen's compensa-
tion insurance, and the new 
system, which was ready on 
schedule, was put into operation 
from the beginning of this year. 

Risk management took on 
sharply increased significance dur-
ing the financial year. In conjunc-
tion with the on-going joint pro-
ject with the Association of Finnish 
Cities, a handbook on risk manage-
ment in the local government sec-
tor was submitted to the Associa-
tion in October, and recommenda-
tions for risk management in local 
government computing services 
have also been drawn up. 

In security and loss prevention, 
the major focus has been on im-
proved access to expert consultan-
cy services. Regional contact per-
sons have been appointed, to pro-
vide clients with greater flexibility 
in the planning and implementa-
tion of preventive loss manage-
ment. Occupational and fire safe-
ty operations were overhauled, and 
loss prevention sections were 
established, dealing with control-
ling risks to staff and property 
respectively. The staff risks section 
is concentrating on averting oc-
cupational diseases £nd accidents, 
while the property risks section in-
cludes work on loss prevention 
from fire, crime, and leaks, and on 
averting the incidence of subse-
quent losses. In addition, a 
number of courses have been ar-
ranged dealing with improved road 
safety. 

The International Unit 
The tightness on the interna-

tional reinsurance markets con-
tinued, and the number of com-
panies actively writing reinsurance 
has fallen steadily. The premium 
rates, however, are now con-
siderably more stable than they 
were in 1985. There has been a 
marked upturn in the market for 
various forms of liability insurance, 
both in the United States and 
elsewhere, and clients have now 
become accustomed to a higher 
level of premium rates. 

Nevertheless, intense competi-
tion for market shares still prevails, 
and premiums are still too low in 
many classes of insurance, especial-
ly in areas where primary insurers 
are not dependent on the London 
market and the much more 
stringent attitudes towards rates 
prevailing there. 

There were no major storms or 
other major disasters during 1986, 

Reinsurance: Premium Income and Claims Paid, by Geographical Distribution 

1 I Premium Income I I Claims Paid 
d ] Premium Income U S Claims Paid 

Reinsurance Assumed: 
Reinsurance Ceded: 

.I 
Scandi 

14 
Europe other 

than Scandinavia 
America Asia Africa 

Lloyd's moved into its new premises in the City of London 

changes in Sampo's portfolio of 
domestic reinsurance assumed. 
Gross premium income of FIM 45 
million showed an increase of on-
ly 2.1 per cent, and after deduction 
of commissions, which grew by 9.7 
per cent, net premium income 
(FIM 38 million) was a mere 0.8 per 
cent larger than in the previous 
year. Claims paid amounted to FIM 
32 million, and the result is entirely 
in accordance with targets. 

Nor was there any change in 
the situation for Sampo's own rein-
surers. Most of the business ceded 
consists of major fire and marine 
risks too large to be retained entire-
ly by Sampo alone. 

The gross premium income 
ceded to Sampo's reinsurers came 
to FIM 96 million, and commis-
sions paid by them to FIM 21 
million, leaving a net balance for 
premiums ceded of FIM 75 million, 
which represents a rise of 3.0 per 
cent over the preceding year. The 
result for the reinsurers was once 
again very much in their favour. 

to insurance and reinsurance con-
tracts written several decades ago. 
There has also been a serious 
deterioration on American profes-
sional liability insurance, which has 
necessitated a drastic increase in the 
relevant loss reserves. This is largely 
the result of American litigation 
practices, which are at variance with 
European thinking about law. 
Sampo has accordingly complete-
ly stopped writing international 
reinsurance in these classes of in-
surance. 

Gross premium income on 
foreign reinsurance assumed 
amounted to FIM 495 million. 
Commissions amounted to FIM 
135 million, leaving a net premium 
income of FIM 360 million, a fall 
of 11.4 per cent from the preceding 
year. Claims paid rose by 7.9 per 
cent, and in conjunction with the 
heavy reinforcement of the 
outstanding claims reserves already 
mentioned, this has produced a 
worse financial result than on any 
previous occasion. 

There were no significant 

and the loss experience is general-
ly regarded as having been satisfac-
tory. Nonetheless many com-
panies' results are still poor, since 
they are still strengthening their 
technical reserves for earlier years, 
when premium rates in many 
countries fell too low, and the 
reserves set aside to meet future 
payments were inadequate. 

In Sampo, the adequacy of the 
technical reserves has been subject 
to exceptionally critical examina-
tion, in connection with the pro-
posals to transfer the reinsurance 
portfolio to a separate company 
within the Group. Consequently, 
every effort has been made to bring 
the technical reserves up to a level 
sufficient to meet future claims 
arising from reinsurance 
agreements made in the past. 

Especially close attention has 
been paid to classes of insurance 
such as liability insurance, where a 
long time may elapse before losses 
incurred become apparent. The re-
cent concern over asbestosis claims, 
for example, relates in some cases 



INVESTMENTS 

Insurance companies need to 
be able to guarantee their solven-
cy, in order to be able to meet 
claims for compensation. The 
means used to achieve this are set-
ting the correct premium rate level, 
and profitably and securely in-
vesting the capital set aside to cover 
technical reserves. 

Factors affecting the profitabili-
ty of and demand for alternative 
forms of investment include the 
current state of the financial 
markets and the prevailing rate of 
real interest. During 1986, the ex-
change rate of the Finnmark was 
subject to considerable pressure, 
and the real interest rate in Finland 
was high. 

Sampo's funds are invested in 
loans granted, stocks and shares, 
and real estate. By maintaining a 
careful balance between the various 
forms of investment, the invest-
ment risks are reduced, and a 
steady income is ensured. 

During the 1980s, the propor-
tion of Sampo's funds invested in 
loans has steadily fallen. In 1980, 
these made up 71 per cent of total 
investments, whereas by the end of 
1986 the figure had fallen to 58 per 
cent, while the corresponding 
figure for real assets, i.e. stocks and 
shares and real estate, had risen 
from 26 to 39 per cent. The total 
book value of the investments rose 
over the same period from FIM 
1594 million to FIM 2235 million. 

Net income from investments 
in 1986 amounted to FIM 307 
million, i.e. 16 per cent more than 
during the preceding year. 

On 1 June 1986, a new Finan-
cing Department was set up within 
the Investments Unit, to take over 
responsibility for the short-term in-
vestments on the money market 
deployed in order to maintain li-
quidity, and the foreign exchange 
holdings. 
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Shareholdings 
Public companies Book value Sampo's 

(FIM) holding (%) 

Amer-Yhtymä Oy 2 208 512.50 0.3 
Asea Ab 126 711.— 
Investment Ab Beijer 492 000.— 0.02 
Farmos-Yhtymä Oy 8 782 908.61 4.2 
Fiskars Oy Ab 4 458 967.10 3.9 
Huhtamäki Oy 22 914 542.93 4.8 
Instrumentarium Oy 10 386 245.80 2.7 
Kansallis-Osake-Pankki 13 707 123.66 0.5 
Kesko Oy 3 633 255.90 0.4 
Kone Oy 6 861 494.55 0.9 
Kymi-Strömberg Oy 25 904 739.95 2.2 
Oy Lohja Ab 4 013 861.98 1.5 
Mancon Oy 13 626 000.— 9-5 
Metsäliiton Teollisuus Oy 3 247 079.57 0.7 
Oy Nokia Ab 18 625 205.10 0.5 
Oy Partek Ab 13 045 921.35 3.8 
Vakuutusosakeyhtiö Pohjola 535 457.40 0.1 
Rauma-Repola Oy 25 689 250.90 2.5 
Oy W. Rosenlew Ab 3 863 131.03 1.8 
G.A. Serlachius Oy 24 020 430.69 4.4 
SKOP-Rahoitus 1 227 884.15 0.4 
Sponsor Oy 22 880 928.40 5.8 
Spontel Oy 10 936 920.— 3.8 
SP-Sijoitus Oy 157 500.— 0.3 
Oy Stockmann Ab 28 546 815.81 3.8 
Suomen Sokeri Oy 13 227 580.21 2.4 
Suomen Trikoo Oy Ab 466 835.75 1.0 
Suomen Yhdyspankki Oy 64 781 014.07 1.8 
SYP-Invest Oy 1 218 605.— 0.9 
Suomen Yritysrahoitus Oy 6 131 433.— 1.2 
Tietotehdas Oy 654 398.82 0.5 
Werner Söderström Osakeyhtiö 1 147 667.37 0.8 
Yhtyneet Paperitehtaat Oy 498 330.— 0.1 

358 018 752.60 

Other notable shareholdings Book value Sampo's 
FIM holding (%) 

Asko Oy 2 530 000.— 3.7 
Devoco Oy Ab 3 510 000.— 27.0 
Finnair Oy 414 527.55 0.9 
Karhu-Titan Oy 1 952 833.25 4.9 
Lännen Tehtaat Oy 692 617.80 1.7 
OP-Rahoituskeskus Oy 720 000.— 0.3 
Orion-Yhtymä Oy 266 472.15 0.2 
Otaniemen Teknologiakylä Oy 2 000 000.— 7.4 
Patron Oy 1 200 000.— 10.9 
Perusyhtymä Oy 10 463 496.83 1.8 
Pikespo Oy 240 000.— 1.9 
Pohjanmaa Oy 220 933.95 2.3 
Sanoma Osakeyhtiö 754 986.75 0.6 
Satakunnan Kirjateollisuus Oy 446 558.70 2.0 
Suomen Teollisuuden Vartiointi Oy 879 840.— 15.0 
Teknoinvest Oy 310 000.— 15.0 

26 602 266.98 

Loans 
The major factors affecting 

Sampo's loans operations during 
1986 were the steps taken by the 
Bank of Finland, in reductions in 
the base interest rate, and the 
changes in the call money interest 
rate, together with long-term 
foreign loans. 

A fall in the interest rate had 
been predicted since early in 1986, 
and the Bank of Finland did reduce 
the base rate altogether three 
times, by a total of two percentage 
points. This was reflected in the in-
surance companies' loan opera-
tions, particularly in its impact on 
the interest on older loans. 

As a precaution against strong 
devaluation pressures against the 
Finnmark, the Bank of Finland 
raised the call money interest rate 
sharply in May, and again in 
August, when it climbed to 40 per 
cent. Even over the period from 
August to December, the average 

call money interest rate was still 
almost 15 per cent. These steps 
caused extra expenses for the 
banks, which they attempted to 
transfer to the interest rates on new 
loans. Consequently, the demand 
for domestic loans declined, while 
there was a rapid rise in foreign 
loans taken out, e.g. by industry 
and shipowners. 

These factors also had a 
dampening effect on demand for 
loans from insurance companies 
during 1986. 

The value of new loans granted 
by Sampo during the year came to 
FIM 300 million, for purposes fall-
ing into the following groups: real 
estate 66 per cent; investment in 
equipment and machinery 23 per 
cent; and current capital needs 11 
per cent. The total value of the 
loans portfolio at the end of the 
year amounted to FIM 1282 
million. 

Stocks and Shares 
The value of stocks and shares 

exchanged on the Helsinki Stock 
Exchange during 1986 amounted 
to a record figure of FIM 16 billion. 
The volume of shares and subscrip-
tion rights changing hands trebled 
from the level for the previous year, 
to reach FIM 9.5 billion. The value 
of funds raised by public com-
panies, including profits on issue, 
reached approximately FIM 3.5 
billion, and the Unitas index rose 
by 64.6 per cent. 

Most of Sampo's investments in 
securities consist of holdings in 
shares in public companies and 
Finnish Government insurance 
bonds. The purpose of these 
shareholdings is to balance the risks 
inherent in other forms of invest-
ment, to improve capital gains, 
and also to contribute to business 
clients' capital needs. 

Most of Sampo's investments in 
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The new Sampo Centre under construction in Rovaniemi, 
the capital of Finnish Lapland, houses an attractive shopping precinct 

shares under the heading of fixed 
assets consist of investments in 
other insurance companies or in 
companies operating in fields close-
ly linked with insurance business. 

During the year, Sampo in-
vested altogether FIM 182 million 
in stocks and shares. Sales 
amounted to FIM 89 million, 
which represents a profit of FIM 38 

million, which may be compared 
with the figure of FIM 11 million 
in the preceding year. The market 
value of the securities at the end of 
the year came to FIM 926 million, 
and their book value was FIM 388 
million; for the previous year, the 
corresponding figures had been 
FIM 493 million and FIM 236 
respectively. Income from 

Distribution of New Investments Distribution of Loans 

Real Estate 13 Miscellaneous 2 % 

Stocks & Shares 
28 % 

Bonds 6 

Loans 51 % 

Current Capital 
Investments 11 % 

Machinery & 
Equipment 23 % 

Investment in Real 
Estate 66 % 

dividends amounted to FIM 22 
million. 

Income from interest on bonds 
and debentures amounted to FIM 
5 million. 

Real Estate 
At the end of the year, the total 

volume of real estate owned by 
Sampo amounted to 1 631 000 
cubic metres, with a floor area of 
444 292 square metres; and its 
book value totalled FIM 698 
million. The gross income on real 
estate, excluding profits on sales, 
amounted to FIM 111 million. 

Investments in real estate dur-
ing 1986 comprised FIM 81 
million, and on the whole, as in re-
cent years, were concentrated on 
centrally located business premises. 

New construction projects com-
pleted during the year included ex-
tensions to business premises in 
Lahti and Vaasa, totalling 70 000 
cubic metres, and Sampo's con-
tribution to the largest covered 
shopping arcade in Finland, the 
Hansa Precinct in Turku. There are 
a number of new projects still 
under construction. 

Sampo holdings and subsidiaries 

Domestic Foreign 

Kaleva Mutual Insurance Company 
1977 
20.0 % 

Sampo Insurance Company (U.K.) Limited 
London 
1976 
100.0 % 

Sampo Pension Insurance Company Ltd 
1983 
83.6 % 

The Copenhagen Reinsurance Company Ltd 
Copenhagen 
1968 
24.6 % 

Tarmo Life Assurance Company Ltd 
1976 
99-9 % 

The Copenhagen Reinsurance Company 
(Far East) Pte. Ltd., Singapore 
1986 
45.0 % 

Risk Management Ltd 
1980 
100.0 % 

Nordimex S.A., Mexico City 
1978 
20.0 % 

Turva Insurance Company Ltd 
1950 
89-9 % 

Community Reinsurance Corporation Limited 
London 
1972 
15.5 % 

Vastuu Reinsurance Company Ltd 
1942 
88.0 % 

Paladin Reinsurance Corporation 
New York 
1980 
10.0 % 

Syndicate and Corporate 
Management Services, Inc. 
New York 

Palonvara Mutual Insurance Company 
1979 
66.7 % 

Paladin Reinsurance Corporation 
New York 
1980 
10.0 % 

Syndicate and Corporate 
Management Services, Inc. 
New York 

Otso Loss of Profits Insurance Company Ltd 
1939 
25.0 % 

The 1792 Company 
New York Insurance Exchange 
New York 
1980 
5.0 % 

CIGNA Syndicate Managers, Inc. 
New York 

The years in the above table refer to the first acquisi-
tion of holdings or guarantee capital in each company, 
and the percentages to the current size of Sampo's hol-
ding. 

The companies listed below the names of Sampo's fo-
reign holdings and subsidiaries are responsible for these 
companies' administration or for their underwriting. 

The 1792 Company 
New York Insurance Exchange 
New York 
1980 
5.0 % 

CIGNA Syndicate Managers, Inc. 
New York 
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STAFF AND INTERNAL SERVICES 

At the end of 1986, the total 
number of staff employed by Sam-
po was 2361 persons, consisting of 
1539 women and 822 men. There 
were 927 staff employed at Head 
Office in Turku, and 1270 in the 
Zone Units. 

The largest Zone is that for 
Southern Finland, with 313 staff, 
while the smallest Zone, Central 
Finland, employed 184. 

Several new projects were ini-
tiated during 1986 to improve job 
satisfaction and motivation for the 
staff. An evaluation system was in-
troduced for the identification and 
analysis of the personnel resources 
available, which will contribute 
both to the better placement of in-
dividuals and the development of 
key resources. 

The classification of posts in 
terms of job descriptions, already 
in use within the Zone Units, was 
extended to the central adminis-
tration, with the aim of implement-
ing a unified employment classifi-
cation throughout the Group. 

Insurance business is imposing 
constantly increasing demands on 
staff in terms of wide-ranging skills 
and adaptability. The central focus 
within in-house training, now as in 
recent years, related to data tech-
nology and to the quality of serv-
ice. There was a sharp increase in 
the volume of training provided, 
and this is reflected in the doubl-
ing of the numbers of persons pass-
ing the Insurance Diploma. Alto-
gether 1080 Sampo employees have 
now qualifed for the Insurance 
Diploma, and 52 for the Advanced 
Insurance Diploma. 

In February, an in-house survey 
was initiated to investigate the 
views of Sampo personnel on the 
working atmosphere. On balance 
the predominant response was fa-
vourable, indicating that funda-
mental matters are in order; and 
the results of the investigation have 
been made use of in the further de-
velopment of personnel affairs. 

The changes which have taken 
place recently in the Finnish insur-
ance industry have been reflected 
in clients' changing expectations 
and demands, and a study was there-
fore set up around the country in-
to clients' impressions of the qua-
lity of Sampo's services. On the ba-
sis of these investigations, together 
with the study carried out among 
the staff, the 'Sampo Plus' project 
was launched during 1986, with 
the aim of achieving a higher level 
of service satisfaction for the clients, 
job satisfaction for the staff, and fi-
nancial satisfaction for the Group. 
The major focus of the 'Sampo 
Plus' project during 1986 was on 
improving access to services. Every 
Sampo employee was involved dur-
ing the year in the work of a 'Sam-
po Plus' team, and it is intended 
to carry on with the project as part 
of the regular Sampo working rou-
tine. 

Financial Management 
and Data Processing 

From the beginning of May 
1986, Accounting Services and Of-
fice Services were brought together 
to form a more efficient Financial 
Management Unit. The new Unit 
took over responsibility for account-
ing and the on-line financial con-

trol system, and work was continued 
on improving the financial control 
systems with the aid of modern 
computing technology. The aims 
of the reorganization were faster re-
porting, and more efficient control 
of operations. 

During 1986 the working meth-
ods in use in Data Management 
Services were re-examined to bring 
them closer into line with the needs 
of efficient business operations. 
Data technology has nowadays be-
come an essential part of the serv-
ice offered to insurance clients, 
outstanding examples of this being 
the Sampo Agreement and the 
Sampo Optimi life assurance poli-
cy. Sampo intends to maintain its 
position as the pioneer in this field 
in the Finnish insurance industry, 
and to bring data technology into 
closer harmony with business needs 
by decentralizing data manage-
ment resources to the profit cen-
tres. Work on this was started in 
1986, and will continue through 
1987. 

Valuable experience in the ap-
plication of new systems was gai-
ned in conjunction with the plan-
ning and implementation of a 
claims handling system for work-
men's compensation insurance. 
This system makes use of an ap-
plications generator and a depart-
mental computer, and makes it 
possible to focus and co-ordinate 
occupational accident prevention 
work between clients and Sampo 
more efficiently. This entire claims 
handling system took only a year 
to develop, and was put into ope-
ration from the beginning of 1987. 
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The new claims handling system for industrial accidents has been designed to meet the requirements of those using it, 
and it represents a major improvement in service to clients 
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A fire which broke out during repairs to the roof of a block of flats in Tampere threatened to cause extensive damage, 
but thanks to the prompt action of the Fire Brigade, the fire was limited to the loft and top floor of the building 
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SAMPO REPORT FOR THE YEAR 1986 

Overall Economic Trends 
The economies of the industrializ-

ed countries failed to expand as an-
ticipated during the early part of 1986. 
Towards the end of the year, however, 
the fall in the price of oil and in 
prevailing interest rates were reflected 
by an upturn in the international 
economy, and the overall rate of 
growth in the OECD countries came 
to 2.5 per cent. 

In Finland, the rate of expansion 
in overall production fell from the 
figure for the past few years, of three 
per cent, to two per cent. This expan-
sion was mainly due to the rapid rate 
of growth in the services industries. 
The only branch of manufacturing in 
which real growth occurred was the 
engineering industry. In the forest in-
dustries, a fallback in productivity in 
the early part of the year led to an 
overall result for the entire year of no 
growth at all, despite a six per cent ex-
pansion in the final quarter of the 
year. There was a further fall in hous-
ing construction, and an intensifica-
tion of the trend for industrial in-
vestments to be increasingly concen-
trated in equipment also contributed 
to a sharp overall decline in the con-
struction industry. 

As in the preceding year, the main 
stimulus for expansion in the Finnish 
economy was growth in domestic de-
mand. Private consumption increased 
by approximately 3.5 per cent, 
although there were signs of this slow-
ing down towards the end of the year. 
The real rise in private incomes, 
however, came to only 1.5 per cent, 
so that the savings ratio dropped 
sharply. Public consumption increas-
ed by around three per cent. 

Foreign trade developed uneven-
ly during the year, as a consequence 
of the falling price of oil, and the 
overall rate of expansion in exports of 
goods only amounted to one per cent. 
There was a marked fall in exports to 
the Western countries during the early 

months of the year, but this was 
followed in the course of the summer 
by a sudden rise. Exports to the Soviet 
Union fell by seven per cent from the 
preceding year's level. For the first 
time, the value of exports by the 
engineering industry overtook the 
figure for the forestry industry. 
Overall, despite a rise in imports, there 
was a rise in the favourable balance of 
trade to FIM 4.6 billion, but the 
balance of payments was in deficit by 
FIM 4.2 billion. 

Capital investment continued to 
stand at a level above the OECD coun-
tries' average. Fixed investments rose 
over the financial year by a mere one 
per cent overall, but if housing con-
struction is excluded,the increase came 
to three per cent. The high real rate 
of interest continued to exercise a 
dampening effect on private industry's 
willingness to invest. 

Consumer prices rose faster in 
Finland than in the Western industrial 
countries in general. The mean in-
crease in the consumer prices index was 
3.6 per cent. The expansion in the 
manpower supply slowed down, but 
a fall in demand (the first for almost 
ten years) brought the unemployment 
rate to 5.5 per cent, compared with the 
figure of five per cent for the previous 
year as currently calculated. 

The money market was marked 
during the year by a fall in the foreign 
exchange reserves, and speculations 
concerning possible devaluation. This 
led to an accelerating flow of foreign 
currencies out of Finland, and in ear-
ly August the Bank of Finland raised 
the call money interest rate to an all-
time record level of 40 per cent. By the 
end of the year, however, it had been 
possible to bring this down to 12 per 
cent. 

Restrictions on the issue of credit 
were relaxed during the year, with the 
abandonment of regulations govern-
ing the upper limit of interest and the 
mean rate of interest on loans. The 
Bank of Finland also eased restrictions 

on the issue of foreign exchange loans 
to business. The base rate of interest 
was gradually reduced during the 
course of the year, by two percentage 
points, to stand at the end of the year 
at seven per cent. 

New Legislation 

In July 1986, a new Patients' Com-
pensation Act was passed, coming in 
force on 1 May 1987, which requires 
any person or institution engaging in 
health care or medical care to take out 
insurance cover for patients' compen-
sation from a duly licensed insurance 
company. Patients are entitled under 
the Patients' Compensation Act to 
damages for bodily injury incurred 
during treatment. 

Bills were prepared for Parliament 
during 1986 concerning the terms 
under which foreign insurance com-
panies may operate in Finland and the 
rights of aliens to own shares in Fin-
nish insurance companies. 

Two amendments to the Insurance 
Companies Act were passed by Parlia-
ment during the year: under the first, 
the right of an insurance company to 
own capital or to exercise voting rights 
in other than insurance companies is 
restricted to a maximum of 20 per 
cent. Under the second amendment, 
the distinct status of pension insurance 
companies is emphasized, by requir-
ing that their accounts may not be in-
corporated within the consolidated ac-
counts of a group of companies 
(whether these are insurance com-
panies or not); in addition, restrictions 
are imposed on the right of executives 
from other insurance companies and 
from banks to serve in the manage-
ment of pension insurance companies. 

Non-Life Insurance 
in Finland 

Non-life insurance on the domestic 
market continued to grow faster than 
the rate of inflation, and the overall 

non-life premium income for the year 
amounted to FIM 6.9 billion, 
representing an increase of around ten 
and a half per cent. 

There had been a deterioration in 
the result on non-life insurance in 
1985, and this accelerated into a sharp 
decline during 1986. The major reason 
for this was the high frequency of loss, 
which cut into the claims ratio on 
direct business. 

The rate of expansion of premium 
income on workmen's compensation 
insurance slowed down to six per cent, 
and premium income amounted to 
over FIM 1400 million. The number 
of industrial accidents and occupa-
tional diseases reported was 186 168, 
which is 2.4 per cent less than in 1985 
and the lowest figure for seventeen 
years, although the number of fatal ac-
cidents was 23 more than in the 
previous year, reaching 121. 

There was an increase of 12.1 per 
cent in the premium income from 
motor third-party insurance, reaching 
FIM 1.4 billion. This increase was 
mainly due to a rapid expansion in the 
number of registered vehicles. There 
was a new record number of 143 183 
registrations of new vehicles, i.e. 3.6 
per cent up on the previous year. The 
total number of vehicles on the road 
grew by 4.3 per cent. The number of 
road accidents reported to the insurance 
companies amounted to 127 161, rep-
resenting an increase of six per cent. 
The death toll rose once again, by 14 
per cent from the previous year's figre, 
reaching 593. 

The rate of growth on motor hull 
insurance held steady at around 15 per 
cent. Compensation outgo rose, as a 
result of sharp increases in the cost of 
both materials and labour. The 
number of losses covered by motor 
hull insurance rose by around ten per 
cent. 

On fire and comprehensive in-
surance, there was a rise in premium 
income of around ten per cent, to 

reach a total of nearly FIM 1.8 billion. 
There occurred no really major fires 
during the year. 

On cargo insurance, the revival of 
trade in the latter half of the year led 
to a rise in premium income of 0.4 per 
cent, to FIM 380 million, and this was 
matched by a rise in the premium in-
come on marine hull insurance by 1.1 
per cent. 

Preliminary figures indicate that 
the premium income on foreign rein-
surance assumed remained approx-
imately the same as in the previous 
year, with the Finnish insurance com-
panies maintaining their cautious ap-
proach to writing foreign business. The 
impact of increases in rates is not as 
yet visible in the companies' accounts, 
and the overall result continued to be 
unsatisfactory. 

Sampo Operations 
The Overall State of Underwriting 

Sampo's total premium income for 
the year amounted to FIM 1858.4 
million, an increase of 5.3 per cent 
over the previous year. 

Turnover reached FIM 2236.6 
million, representing an identical in-
crease of 5.3 per cent. 

Claims paid rose by 17.8 per cent 
from the previous year, to reach FIM 
1528.4 million. The change in the 
Outstanding Claims Reserve (ex-
cluding the Equalization Reserve) 
came to FIM 310.0 million. Total 
claims incurred for the year thus 
amounted to FIM 1838.4 million, 
which means a rise of 20.0 per cent. 
FIM 241.8 million was therefore drawn 
from the Equalization Reserve, which 
at the end of the year stood at FIM 
491.5 million. 

The poor result on non-life in-
surance was to some extent offset by 
the favourable trend on both ad-
ministrative expenses and investment 
income. Administrative expenses less 
the transfer to the Pension Fund grew 
by only 6.3 per cent, i.e. at a distinctly 

lower rate than that of the growth in 
premium income from direct business, 
while the increase in investment in-
come amounted to 16.0 per cent. 

The overall loss from insurance 
business subject to random fluctuation 
(i.e. prior to the transfer from the 
Equalization Reserve) came to FIM 
176.4 million. The major reason for 
this is the sharp increase in the 
Outstanding Claims Reserve for 
foreign business assumed, as well as 
the deterioration in the claims ratio on 
direct non-life insurance within 
Finland. 

The final Operating Margin rose to 
FIM 86.6 million, a figure 34.5 per 
cent higher than in the preceding year. 
This occasioned a fall in the solvency 
ratio (reflecting visible solvency) to 
around 28 per cent. The difference 
between the market value and the 
book value of Sampo's fixed assets, 
however, rose by more than the 
amount withdrawn from the Equaliza-
tion Reserve, with the result that the 
Company's actual solvency was main-
tained despite the poor result on in-
surance business. 

Direct Underwriting 
Premium Income 

Premium income on direct under-
writing amounted to FIM 1460.0 
million. Premium income rose by 10.5 
per cent, which is almost seven percen-
tage points higher than the rate of in-
flation as measured on the Finnish 
consumer prices index. This rate of 
growth was typical of the Finnish in-
surance companies overall, and Sam-
po maintained its share of the Finnish 
insurance market. 

The rate of growth of premium in-
come on workmen's compensation in-
surance slowed back to 1.9 per cent, 
which was below the general rate of 
increase among Finnish insurance 
companies. Premium income 
amounted to FIM 306.2 million. 

On motor third-party insurance, 



premium income reached FIM 327.3 
million; the rate of increase here was 
only 9-1 per cent, i.e. slightly lower 
than the overall mean rate. By the end 
of the year, the Sampo motor third-
party portfolio comprised a total of ap-
proximately 588 000 policies. 

The rate of increase in premium 
income on motor hull insurance con-
tinued at a high level, with premium 
income amounting to almost FIM 210 
million, i.e. 13.3 per cent more than 
in 1985. 

On fire and comprehensive in-
surance, an increase of 11.5 per cent, 
above the mean increase for Finnish 
insurance companies, brought 
premium income to FIM 336.2 
million, largely as a result of the con-
tinuing popularity of the Sampo 
Householder's Agreement. 

There was also an above-average 
rate of increase for Sampo, of 13.9 per 
cent, on the premium income from 
cargo insurance, which amounted to 
FIM 77.2 million. The persistent dif-
ficulties faced in shipping were, 
however, reflected in the low premium 
income increase on marine hull in-
surance, which came to only 1.4 per 
cent. 

Premium income on personal ac-
cident insurance rose sharply, by 25.3 
per cent. Mainly as a consequence of 
a revision of premium rates, the final 
figure for premium income came to 
FIM 89-3 million. 

By far the sharpest rate of increase 
for any class of insurance last year, 
however, was that on liability in-
surance, at nearly 50 per cent. 

The overall combined premium 
income on the smaller classes of in-
surance grew by 2.1 per cent, but this 
figure incorporates a wide variation in 
development. 

Claims Outgo 
Compensation paid under direct 

business rose by 20.8 per cent, and 
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amounted to FIM 1056.2 million. The 
increase in the Outstanding Claims 
Reserve prior to adjustments to the 
Equalization Reserve came to FIM 
123.7 million; total claims incurred 
thus amounted to FIM 1179-9 million, 
comprising a rise of 14.2 per cent from 
the year before. The claims ratio for 
direct underwriting overall increased 
from the preceding financial year's 
figure by 3.6 percentage points, to 
84.7 per cent. There was a fall of 2.4 
per cent in the absolute number of 
new claims reported to Sampo during 
the year, to 392 873. 

The number of losses reported to 
Sampo under workmen's compensa-
tion insurance amounted to 39 905, 
i.e. 0.8 per cent fewer than in the 
previous year. There were 27 fatal ac-
cidents recorded. The total claims in-
curred amounted to FIM 256.1 
million, which is 10.1 per cent more 
than in the preceding year, and there 
was consequently an increase of 4.1 per 
cent in the claims ratio for this class, 
to 85.3 per cent. 

The number of losses reported to 
Sampo on motor third-party insurance 
rose by 3.7 per cent, reaching 29 409, 
including 115 fatal accidents (eight less 
than in the year before). Claims incur-
red rose, however, by 17.8 per cent, 
reaching FIM 301.2 million, thus caus-
ing a significant deterioration in the 
claims ratio. 

On motor hull insurance, the 
number of losses reported to Sampo 
came to 29 329, which is 7.7 per cent 
more than in the previous year. The 
claims incurred totalled FIM 141.6 
million, but this increase was below 
the increase in premium income, lea-
ding to an improvement in the claims 
ratio. 

A slight deterioration, however, 
occurred in the claims ratio for fire and 
comprehensive insurance, where the 
claims incurred amounted to FIM 
240.8 million. 

There was also an increase in the 

claims ratio on cargo insurance, while 
claims under marine hull insurance 
increased markedly faster than pre-
mium income, so that the claims ra-
tio deteriorated considerably in this 
class too. 

On personal accident insurance, 
total compensation outgo grew almost 
as rapidly as premium income, despi-
te a marked fall in the actual number 
of claims reported. Claims incurred 
amounted to FIM 92.7 million, and 
the claims ratio ended at 113.9 per 
cent. 

There was an improvement from 
the previous year on the claims ratio 
for liability insurance, and the com-
bined claims ratio for the remaining 
miscellaneous classes of insurance al-
so made a turn for the better. 

Reinsurance 
The gross premium income on 

reinsurance assumed was FIM 540.3 
million. After deduction of commis-
sions, net premium income amounted 
to FIM 398.4 million, a fall of 10.4 per 
cent from the figure for the preceding 
year. 

The gross figure for premium in-
come on domestic reinsurance business 
assumed came to FIM 45.3 million, 
representing an increase of 2.1 per 
cent. There was a slightly larger inc-
rease in commissions paid, with the re-
sult that the net premium income was 
FIM 38.1 million, and there was an 
overall rate of growth of only 0.8 per 
cent. 

Gross premium income on foreign 
business continued to fall, to FIM 
495.1 million, a decrease from the pre-
vious year of 12.9 per cent, and net 
premium income after deduction of 
commissions amounted to FIM 360.3 
million, a decrease from the previous 
year of 11.4 per cent. 

The result on domestic reinsuran-
ce business assumed continued to be 
very satisfactory. 

There was a significant loss on fo-

reign business. Claims paid increased 
by 7.9 per cent, to FIM 440 million, 
and thus exceeded the net premium 
income, which has fallen, as a conse-
quence of conservative underwriting. 
A heavy increace in the Outstanding 
Claims Reserve means that the Change 
in the Outstanding Claims Reserve 
totalled FIM 191-9 million. 

The net premiums paid to Sam-
po's own reinsurers rose slightly, by 
3.0 per cent, to FIM 74.6 million. 
Claims paid to Sampo by reinsurers 
amounted to FIM 61.9 million, and 
when the changes in the technical re-
serves are taken into account, this rep-
resents a profit to our reinsurers. 

Investments 
Net income from investments in-

creased by 16.0 per cent from the pre-
vious year, and amounted to FIM 
307.4 million. Income from interest 
fell, by about eight per cent, to FIM 
195-2 million. Income from real esta-
te came to FIM 111.0 million, which 
represents an increase of 7.6 per cent; 
and income from securities rose by 
80.4 per cent, to reach FIM 60.8 mil-
lion. 

The book value of investments rose 
by 2.9 per cent, reaching a total 
amount at the end of the financial year 
of FIM 2234.7 million. The credit-
granted portfolio contracted, to FIM 
1296.5 million. The book value of se-
curities amounted to FIM 387.9 mil-
lion, and real estate to FIM 483-0 mil-
lion. The total capacity of the Com-
pany's real estate at the end of the year 
amounted to approximately 1 527 000 
cubic metres. 

Administrative Expenses 
The administrative expenses for 

the year, before the transfer to the 
Pension Fund, amounted to FIM 
417.1 million, i.e. 6.3 per cent higher 
than in the preceding year. The 
growth in administrative expenses once 

more remained well below the in-
crease in premium income from direct 
underwriting, and the targets set for 
cutting back on administrative expen-
ses were met, despite the continuing 
work being carried out on the deve-
lopment of new data systems. 

The transfer to the Pension Fund 
this year came to FIM 14.0 million; by 
comparison, in the previous year, the 
sum transferred was FIM 9-0 million. 
The pensions liability of the Sampo 
Group Pension Fund now amounts to 
FIM 269-9 million, of which 74.0 per 
cent is currently covered, compared 
with 70.7 per cent in 1985. The ave-
rage total of staff employed by Sam-
po during this year came to 2148. 

Salaries and commissions, inclu-
ding the value of fringe benefits, to-
talled FIM 219 924 734.77, the com-
bined remuneration for executive staff 
amounting to FIM 1 220 668.70, and 
that for non-executive staff to FIM 
218 704 066.07. No shares of profits 
were paid to members of the Super-
visory Board, Board of Directors, or the 
Managing Director during the finan-
cial year. 

Balance for the Year 
The Income Statement shows a pro-

fit for the year of FIM 10 129 039-20. 
The depreciation entered against 

investments and fixed assets was FIM 
49-1 million (the maximum deprecia-
tion permitted under the terms of the 
Taxation of Businesses Act would have 
been FIM 79-0 million). 

Sampo's result for the year was 
weaker than that for the preceding 
year. On direct underwriting, despite 
a rise in claims incurred, the result of 
business was relatively satisfactory; but 
the poor result on international rein-
surance business assumed led to an un-
satisfactory overall result. 

The Equalization Reserve stood at 
the end of the year at FIM 491.5 
million, whereas a year previously it 
had been FIM 733.3 million. This 

represents a fall to approximately 28 
per cent of the Full Amount, from the 
previous year's figure of 42.6 per cent. 
Nevertheless, Sampo's solvency re-
mains high. The final figure on the 
Balance Sheet is FIM 4013.3 million, 
incorporating an increase of 2.3 per 
cent. 

The Sampo Companies 
On 31 December 1986, the Sam-

po companies consisted of the parent 
company, Sampo Mutual Insurance 
Company; the Finnish subsidiaries 
Tarmo Life Assurance Company Ltd 
and Risk Management Ltd; the British 
subsidiaries Sampo Insurance Com-
pany (U.K.) Ltd and Sampo Finlan-
dia Ltd; and a total of twenty real 
estate companies in Finland. During 
1986 Sampo acquired one and also 
disposed of one real estate company. 
One additional insurance company, 
Turva Insurance Company Ltd, was 
added to the group during this year. 

In the accounts for the Sampo 
companies, shareholdings by one 
member company in another have 
been eliminated, and transactions, 
debits, and credits within the group 
have been discounted. Figures refer-
ring to the overseas subsidiaries have 
been converted into Finnmarks at the 
official buying rate valid on the day 
of closure of the accounts. 

The total staff employed by the 
Sampo companies during 1986 averag-
ed 2160 persons. 

The salaries and commissions 
totalled FIM 221 398 215.22 (compris-
ing FIM 1 595 761.70 for executive and 
FIM 219 802 453.52 for non-executive 
staff). No shares of profits were paid 
to members of the Supervisory Board, 
Boards of Directors, or the Managing 
Directors during the financial year. 

The Capital and Free Reserves 
amounted to FIM 114 806 653.28, of 
which the sum of FIM 10 364 540.91 
represents the profit for the financial 
year. 



Proposals by the Board for the 
Reconstitution of Sampo as a Stock 

Company 
The Board of Directors intends to 

propose to the Supervisory Board and 
the Annual General Meeting that 
Sampo should be incorporated as a 
stock company, and that its Articles of 
Association should be amended accor-
dingly. The procedure for this change 
in the Company's status is laid down 
in Section 8 Paragraph 14 of the In-
surance Companies Act. 

The Board of Directors further pro-
poses that the sum of FIM 4.0 million 
from the Security Reserve, and FIM 
27.0 from the Valuation Reserve, be 
transferred to the Capital Stock. The 
Capital Stock and Guarantee Capital, 
amounting together to the sum of FIM 
66.0 million, would then be converted 
to Share Capital. Shares will be 
distributed free of charge to present 
policyholders. 

The Board of Directors proposes in 
addition that the portfolio of rein-
surance business assumed, together 
with the other international business 
associated with this, should with minor 
exceptions be transferred from 1 
January 1988 to the Sampo subsidiary, 
Turva Insurance Company Ltd (the 

name will be changed to Sampo In-
ternational Insurance Company Ltd). 

On 23 March 1987, an Agreement 
was signed between Sampo and Tur-
va for the transfer of part of the rein-
surance portfolio assumed in accor-
dance with Section 16 of the Insurance 
Companies Act. This Agreement will 
be submitted to the Annual General 
Meetings of both companies for 
ratification. 

The technical reserves correspon-
ding in the Sampo accounts on 31 
December 1986 to the part of the port-
folio being transferred amount to FIM 
936.8 million, and the corresponding 
net premium income during 1986 
came to FIM 376 million. The precise 
amount of the technical reserves to be 
transferred will be determined on 31 
December 1987, in accordance with 
the principles laid down by the 
Ministry of Social Affairs and Health. 
Sampo will also transfer to Turva a cor-
responding quantity of assets as cover 
for the technical reserves. 

Companies writing reinsurance are 
required to maintain an extremely 
high level of solvency, and Sampo has 
therefore undertaken to increase the 
Share Capital of Turva in a manner 
adequate to ensure that Turva fulfils 
the solvency requirements when the 

portfolio transfer takes place. 

Proposals by the Board for the 
Disposal of Profit 

The Board of Directors proposes 
that the profit for the year, amoun-
ting to FIM 10 129 039-20, together 
with the undistributed profit from the 
preceding financial year, amounting 
to FIM 97 893.14, together totalling 
FIM 10 226 932.34, be distributed in 
the following manner: 
To be transferred 
to the Security 
Reserve FIM 9 800 000.00 
To be used at the 
discretion of the 
Board for purposes of 
public utility FIM 300 000.00 
To be retained on 
the Profit and 
Loss Account FIM 126 932.34 

FIM 10 226 932.34 

Administration 
At the Annual General Meeting 
resignations from the Supervisory 
Board were tendered by Esko I. 
Laitinen and Tuure Salo. The Depu-
ty Managing Director, Pauli Ikäheimo, 
has retired, and has also resigned from 
his position as an alternate member of 
the Board of Directors. 

Turku, 23 March 1987 
SAMPO MUTUAL INSURANCE COMPANY 

The Board of Directors 

Heikki Löyttyniemi 
Chairman 

Matti Ali-Melkkilä 

C j X l O ri n -

Markku Mikkola Antti Kataja 1/ 
Managing Director 
Vice Chairman 
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SAMPO INCOME STATEMENT 
YEAR ENDED DECEMBER 31,1986 

Premium Income© 
Direct Underwriting. . 
Reinsurance Assumed. 

Uncollectable Premiums © 
Investment Income 

Income  
Outgo  

Change in Unearned Premiums Reserve©. 

Gross Income  

Claims Incurred® 
Claims Paid 
Change in Outstanding Claims Reserve 
Change in Equalization Reserve and in Buffer Reserve. 

Gross Margin 
Reinsurance Ceded© 

Premium Income 
Change in Unearned Premiums Reserve. 
Claims Paid 
Change in Outstanding Claims Reserve. 

Retained Gross Margin 
Administrative Expenses 

Salaries and Commissions 
Social Expenses 
Other Administrative Expenses. 

Operating Margin. 

Depreciation of 
Investments 
Fixed Assests. . . 

Business Profit. 
Other Income. . 
Other Outgo 

Change in Allowance for 
Possible Credit Losses 

Taxes 
Charged to Security Reserve. 

— 25 373 520.64 
+ 5 400 000.00 

Profit for the Year 

1986 1985 

+ 1 460 007 693.46 + 1 321 072 776.82 
+ 398 387 283.87 + 444 398 748.31 
+ 1 858 394 977.33 + 1 765 471 525.13 

— 14 110 970.96 — 11 707 332.89 

+ 378 229 295.67 + 359 436 369.78 
— 70 817 941.87 — 94 526 335.11 
+ 307 411 353.80 + 264 910 034.67 

— 32 868 126.00 — 15 972 225.00 
+ 2 118 827 234.17 + 2 002 702 001.91 

1 528 423 057.51 1 297 848 371.32 
— 310 018 856.00 — 234 931 942.00 
+ 262 952 185.00 + 33 507 126.00 

— 1 575 489 728.51 — 1 499 273 187.32 

+ 543 337 505.66 + 503 428 814.59 

74 575 079-27 _ 72 420 840.03 
+ 516 567.00 — 18 637.00 
+ 61 900 652.58 + 27 659 282.54 

— 13 558 984.00 + 6 968 333.00 
— 25 716 843.69 — 37 811 861.49 

+ 517 620 661.97 + 465 616 953.10 

_ 242 039 635.66 _ 208 368 462.39 
64 738 408.69 — 43 671 200.68 

124 290 150.86 149 223 728.60 
431 068 195.21 401 263 391.67 

+ 86 552 466.76 + 64 353 561.43 

27 073 940.87 20 314 659-92 
21 986 091.53 18 681 575.98 
49 060 032.40 38 996 235.90 

+ 37 492 434.36 + 25 357 325.53 
+ 3 604 086.56 + 14 585 004.99 

5 993 961.08 — 

5 000 000.00 8 000 000.00 

19 973 520.64 22 222 569.25 

FIM + 10 129 039.20 + 9 719 761.27 

Ringed numbers in the text refer to notes on pages 35 and 36. 29 



SAMPO BALANCE SHEET 
DECEMBER 31.1986 

ASSETS 1986 1985 

" ( S h i n Hand and at Banks 121 015 980.58 111 638 318.51 

Due from Other Insurance Companies® 
Unearned Premiums Reserve 27 906 135.00 27 389 568.00 
Outstanding Claims Reserve 33 600 577.00 47 159 561.00 
Deposits Made 135 622 244.44 199 667 090.62 
Accounts Receivable 71 233 135.48 64 645 206.95 

268 362 091.92 338 861 426.57 

Accrued Credits and Deferred Charges 
Premiums Receivable 639 830 090.59 588 119 336.76 
Accrued Interest Receivable 40 664 411.30 43 278 459.89 
Other Items 43 365 820.60 42 427 444.26 

723 860 322.49 673 825 240.91 

Other Current Assets 
Sales Prices Receivable 1 501 445.65 9 233 597.57 
Due from Other Companies 14 262 290.30 — 
Sundry Debtors 48 761 530.27 52 764 286.38 

64 525 266.22 1 177 763 661.21 61 997 883.95 1 186 322 869-94 

Investments 
Loans 1 296 505 486.39 1 420 476 787.45 
Bonds 67 294 166.39 39 051 817.87 
Stocks and Shares 387 860 726.12 235 792 322.04 

Real Estate and Shares therein 
Subsidiaries 22 939 197.91 20 463 399.79 
Others 460 085 669-69 456 859 898.64 

483 024 867.60 2 234 685 246.50 477 323 298.43 2 172 644 225.79 

Fixed Assets 
Stocks and Shares 

Subsidiaries 55 356 461.40 52 356 461.40 
Other Companies 123 177 789-16 140 556 084.69 

178 534 250.56 192 912 546.09 

Real Estate and Shares therein 
Subsidiaries 10 519 506.70 8 139 308.55 
Others 204 338 856.30 198 086 421.24 

214 858 363.00 206 225 729.79 

Furniture and Fixtures 99 043 078.70 62 889 111.98 
Other Fixed Assets 108 370 052.33 600 805 744.59 103 646 481.87 565 673 869-73 

FIM 4 013 254 652.30 3 924 640 965.46 
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LIABILITIES 1986 1985 

Current Liabilities 
Due to Other Insurance Companies® 

Deposits Retained. 27 772 453-81 27 075 418.21 
Accounts Payable 45 122 281.67 60 955 247.51 

72 894 735.48 88 030 665.72 

Accrued Charges and Deferred Credits 
Premiums Received in Advance 13 478 387.98 6 186 339-38 
Taxes Payable 5 361 814.70 1 720 350.00 
Accrued Annual Holiday Pay 25 499 220.00 23 826 102.78 
Other Items 13 572 420.59 11 495 991-86 

57 911 843-27 43 228 784.02 

Other Current Liabilities 
Loan from Pension F u n d ® 283 269 376.95 247 617 719-33 
Transferred Charges Payable 22 032 303-75 36 473 489-08 
Loans 7 718 098.15 8 085 334.01 
Sales Prices Payable 14 163 972.54 13 476 930.09 
Liabilities to Other Companies 1 225 390.49 11 937 678.07 
Sundry Creditors 34 022 102.95 45 157 372.62 

362 431 244.83 362 748 523-20 

Technical Reserves 
Unearned Premiums Reserve® 652 802 882.00 619 934 756.00 
Outstanding Claims Reserve® 2 167 623 970.00 1 857 605 114.00 
Equalization Reserve and Buffer Reserve 491 475 080.00 754 427 265-00 

3 311 901 932.00 3 805 139 755.58 3 231 967 135.00 3 725 975 107.94 

Allowance for 
Possible Credit Losses 86 000 000.00 81 000 000.00 

Capital and Free Reserves 
Guarantee Capital 10 000 000.00 10 000 000.00 
Capital Stock 25 000 000.00 25 000 000.00 

35 000 000.00 35 000 000.00 

Security Reserve 49 093 462.62 44 993 462.62 
Real Estate Valuation Reserve 27 632 534.38 27 632 534.38 
At the disposal of the Board 161 967.38 141 967.38 
Profit from previous Year 97 893-14 178 131.87 
Profit for the Year 10 129 039-20 9 719 761.27 

87 114 896.72 122 114 896.72 82 665 857.52 117 665 857.52 
FIM 4 013 254 65230 3 924 640 965.46 

Ringed numbers in the text refer to notes on pages 35 and 36. 3 1 



SAMPO APPENDICES 

1986 1985 

Analysis of Premium Income 
Direct Underwriting 

Motor Hull Insurance 
Motor Third Party Insurance 
Fire Insurance 
Comprehensive Policies 
Workmen 's Compensation Insurance 
Cargo Insurance 
Other Classes of Insurance© 

Total Direct Underwriting FIM 

209 947 277.73 
327 287 432.76 

93 267 789.83 
242 883 767.85 
306 173 137.55 
102 114 825.06 
178 333 462.68 

1 460 007 693.46 

185 297 977.47 
299 981 767.46 
101 257 877.21 
200 215 399-91 
300 603 653.73 

92 101 766.61 
141 614 334.43 

1 321 072 776.82 

Reinsurance Assumed 
Domestic Business, Gross 45 258 861.58 44 324 243.64 
Commissions — 7 135 259-13 — 6 502 705.75 
Domestic Business, Net 38 123 602.45 37 821 537.89 

Foreign Business, Gross 495 064 750.99 568 224 439.06 
Commissions — 134 801 069-57 — 161 647 228.64 
Foreign Business, Net 360 263 681.42 406 577 210.42 

Net Total, Reinsurance Assumed FIM 398 387 283.87 444 398 748.31 

Reinsurance Ceded 
Premiums Gross 95 854 316.96 94 520 332.03 
Commissions — 21 279 237.69 — 22 099 492.00 
Premiums Net FIM 74 575 079.27 72 420 840.03 

Analysis of Claims Paid 
Direct Underwriting 

Motor Hull Insurance 
Motor Third Party Insurance 
Fire Insurance 
Comprehensive Policies 
Workmen 's Compensation Insurance. 
Cargo Insurance 
Other Non-Life Insurance. . 

Total Direct Underwriting 

138 613 401.91 123 456 030.16 
242 374 092.22 210 598 958.44 

50 827 963.61 53 464 440.24 
192 341 934.11 144 963 875.10 
204 579 198.34 168 279 833.53 

72 702 683.32 53 223 282.54 
154 736 352.05 120 338 263.18 

FIM 1 056 175 625.56 874 324 683.19 

Reinsurance Assumed 
Domestic Business 32 297 361.17 15 762 000.47 
Foreign Business 439 950 070.78 407 761 687.66 

Total Reinsurance Assumed FIM 472 247 431.95 423 523 688.13 

Analysis of Transferred Charges © 
Premium Tax 193 422 763.00 172 247 055.00 
Fire Brigade Charges 5 859 431.30 5 678 869.57 
Traffic Safety Payments 4 592 535.58 4 714 493.00 
Industrial Safety Charges 6 137 694.20 6 042 797.95 
Payment under 58 §. Employment Accidents Insurance Act 1 534 423.55 1 359 629-55 

FIM 211 546 847.63 190 042 845.07 
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1986 1985 

Analysis of Investment Income 

Income 
I n t e r e s t 195 224 929-59 212 068 888.57 
Dividends 2 2 3 0 4 1 3 6 - 4 6 2 2 7 7 7 8 7 4 - 1 8 

Income on Real' Estate'.'. '. '. '. '. '. '. '. '. '. '. 100 961 811.49 93 278 243.45 
Income on Shares in Real Estate 10 024 621.30 9 904 372.35 
Exchange Profits ; 4 ?28 336.30 1 693 899-14 
Sales Profits 41 383 018.14 16 045 964.61 
other i n c o m e : : : : : : : : : : : : : : : : : : : : : : : 4 302 442-39 3 667127.4s 

378 229 295.67 359 436 369.78 

i n t e r e s t 33 217 416.01 45 730 322.09 
Outgo on Real Estate. ' . ' 2 4 608 361.85 31 551 075.25 
Outgo on Shares in Real Estate 4 105 649.44 4 659 915.89 
Exchange Losses « 8 8 4 494.57 9 561 938.68 
Sales Losses 1 0 0 0 0 — 
Other Outgo 1 920.00 3 023 083.20 

70 817 941.87 94 526 335.11 

Net Investment Income FIM 307 411 353-80 264 910 034.67 
Statement of Changes in Financial Position 

Source of Funds , , , , , , , „ , 
Operating Margin + 86 552 466.76 + 64 353 561.43 
Other Income and Expenses (net) - 2 389 874.52 + 14 585 004.99 
Change in Technical Reserves. . + 79 934 797.00 + 217 397 041.00 
Change in Other Current Liabilities — 770 149.36 + 805 506.10 
Changes in Capital and Free Reserves - 5 400 000.00 - 4 800 000.00 

FIM + 157 927 239.88 + 292 341 113.52 

Application of Funds 
Change in Current Assets - 8 559 208.73 + 95 483 816.62 
C h a n t e in Investments + 89 114 961.58 + 68 732 124.58 
Change in Fixed Assets + 57 117 966.39 + 105 602 603.07 
Distributed Profits + 2 0 2 53 520.64 + 22 522 569-25 

FIM + 157 927 239-88 + 292 341 113.52 

Insurance Result ® 
Net Premiums Earned + 1 737 357 368.10 + 1 665 245 425.31 
+ Net Investment Income + 307 411 353.80 + 264 910 034.67 

* . / . Claims Incurred (excl Change in Equalization Reserve 
and Buffer Reserve) - 1 790 100 244.93 - 1 498 045 632.88 

. / . Administrative Expenses • • • • • • - 431 068 195.21 - 401 263 391-67 
Gain Subject to Random Fluctuation — 176 399 718.24 + 30 846 435.43 

Change in Equalization Reserve + 241 806 848.00 + 38 783 559-00 
Change in Buffer Reserve + 2 * 145 337.00 - 5 276 433-00 

Trading Profit FIM + 86 552 466.76 + 64 353 561.43 

Solvency Trends © . 
y e a f Equalization Reserve % ot its 

December 31 Full Amount 
1982 753 825 779-00 56.5 
1 9 8 3 688 774 997.00 52.4 
1984 772 065 487.00 46.2 
1985 733 281 928.00 42.6 
1986 491 475 080.00 28.4 



Changes in Capital and Free Reserves 
Guarantee Capital January 1, 1986 . . . 
Capital Stock January 1, 1986 

Security Reserve January 1, 1986 
Transferred from Profit and Loss 
Account of Previous Year 
Taxes Charged 

Real Estate Valuation Reserve January 1, 1986 

At the Disposal of the Board January 1. 1986 
Transfered from Profit and Loss 
Account of Previous Year 
Used during the Year 
Profit from Previous Year January 1, 1986 
Transfer to Security Reserve 
Transfer to Purposes of Public Utility 
at the Discretion of the Board 
Profit for the Year 

Capital and Free Reserves December 31, 1986 

44 993 462.62 

9 500 000.00 
5 400 000.00 

141 967.38 

300 000.00 
280 000.00 

9 897 893.14 
9 500 000.00 

300 000.00 

10 000 000.00 
25 000 000.00 

49 093 462.62 

27 632 534.38 

161 967.38 

97 893.14 
10 129 039.20 

35 000 000.00 

87 114 896.72 

FIM 122 114 896.72 
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NOTES TO THE ACCOUNTS 

In its capacity as the authority 
responsible for insurance com-
panies, the Ministry of Social Af-
fairs and Health has issued instruc-
tions to the companies for the 
keeping and balancing of their ac-
counts. The following notes are in-
tended to throw light on some 
special concepts used in the field 
of insurance and to provide further 
information on matters which are 
not immediately apparent from the 
accounts or the Report of the 
Board. The numbers in the follow-
ing notes correspond to the 
numbers in the Income Statement, 
Balance Sheet, or Appendices. 

1. Premium Income 
The premium income on direct 

underwriting consists of premiums 
paid by policyholders to the Com-
pany, from which the transferred 
charges due to the State are 
deducted before entry on the In-
come Statement. Premium income 
on reinsurance assumed consists of 
premiums paid to Sampo by other 
insurance companies for risks for 
which they have not retained 
liability. The premium income on 
reinsurance assumed is entered in 
the Income Statement as a net 
amount, i.e. the commissions paid 
to the ceding companies have been 
subtracted from the gross premium 
income. 

The concept of transferred 
charges is explained in the Notes 
below. 

2. Uncollectable Premiums 
These are premiums which 

have fallen due but have been writ-
ten off, since measures to obtain 
their payment have been abandon-
ed during the financial year. 

3. Unearned Premiums Reserve 
and Change in the Unearned 

Premiums Reserve 
That proportion of premium 

income which corresponds to risks 
associated with the insurance 
period but falling after the end of 
the financial year is entered on the 
Balance Sheet as the Unearned 
Premiums Reserve. The difference 
between this Reserve in the finan-
cial year and the preceding year is 
entered as the Change in the 
Unearned Premiums Reserve; if the 
reserve at the end of the financial 
year was greater than that of the 
previous year, the Change 
represents outgo, while if it is 
smaller the Change represents in-
come. The term 'earned premium 
income' is often used for the dif-
ference between, or sum of, the 
premium income and the Change 
in the Unearned Premiums 
Reserve. 

4. Outstanding Claims Reserve 
and Change in the Outstanding 

Claims Reserve 
Compensation due for pay-

ment after the end of the financial 
year on claims for losses occurred 
before the end of the financial year 
is entered in the Balance Sheet as 
the Outstanding Claims Reserve. 
This includes such items as future 
annuities for bodily injuries 
covered by workmen's compensa-
tion, motor third party or liability 
insurance policies; reserves for 
known claims which had not yet 
been paid at the turn of the finan-
cial year; and a reserve for claims 
incurred but not yet reported. The 
Outstanding Claims Reserve thus 
in this sense represents the match-
ing of claims outgo to the relevant 

financial year. The difference bet-
ween the Outstanding Claims Re-
serve of the financial year and of 
the previous year is shown in the 
Income Statement as the Change 
in the Outstanding Claims Reserve. 

The Outstanding Claims 
Reserve thus comprises the credit 
owed by the Company to 
policyholders and beneficiaries. 

The Outstanding Claims 
Reserve also includes an 'Equaliza-
tion Reserve' to cover years of heavy 
losses, calculated in accordance 
with the instructions issued by the 
Ministry of Social Affairs and 
Health. It comprises the Equaliza-
tion Reserve proper, which in 1986 
decreased by FIM 241.8 million, 
and the motor insurance Buffer 
Reserve, which also decreased by 
FIM 21.1 million, giving a total 
decrease of FIM 263 million. 

Claims paid, together with the 
Changes in the Outstanding Claims 
Reserve, and in the Equalization 
Reserve and Buffer Reserve form 
the claims incurred during the 
financial year. 

5. Reinsurance Ceded 
Sampo does not retain full lia-

bility for all risks it accepts, but 
cedes part of these to other insur-
ance companies. The outgo and the 
income arising from reinsurance 
ceded are shown on the Income Sta-
tement as the reinsurers' share of 
premiums, of claims paid, and of 
changes in the technical reserves. 
The net amount of these items sig-
nifies the net outgo or income on 
reinsurance ceded. 

The commissions paid by the 
reinsurers, amounting to FIM 21.3 
million, have been deducted. 

35 



6. Premium Income, 
Other Classes of Insurance 
This heading includes FIM 89-3 

million on personal accident insu-
rance, FIM 51.7 million on liabili-
ty insurance, FIM 6.0 million on 
burglary insurance, FIM 4.8 mil-
lion on forest insurance, FIM 2.4 
million on water damage insur-
ance, and FIM 7.7 million on live-
stock insurance. 

into a Fire Protection Fund super-
vised by the Ministry of Home 
Affairs. 

Traffic Safety Payments 
A fee charged in conjunction 

with motor third party insurance 
premiums and payable to Traffic 
Safety, an organization under the 
supervision of the Ministry of Com-
munications, for work furthering 
road safety. 

Industrial Safety Charges 
Under regulations governing 

the financing of work on industrial 
safety, premiums on workmen's 
compensation policies include a 
contribution towards industrial sa-
fety work, the distribution of which 
is decided by the Ministry of So-
cial Affairs and Health. 

Payments under § 58, Employment 
Accidents Insurance Act 

These fees are also charged on 
premiums for workmen's compen-
sation insurance. 

8. Amounts Due from and to 
Other Insurance Companies 
The amounts due under the 

unearned premiums and outstan-
ding claims reserves show the rein-

surers' share of the technical reser-
ves. Deposits are the sums retained 
by a ceding company from the 
reinsurer as a security on the latter's 
liability. Accounts receivable and 
accounts payable are the liquid ba-
lances o f reinsurance accounts. 

9. Loan from Pension Fund 
This includes loans associated 

with the pensions scheme for the 
staff, arranged by the Pension 
Fund of the Sampo Group and by 
the Sampo Pension Insurance 
Company Ltd. 

10. Insurance Result 
The analysis of result has been 

calculated on the basis of business 
retained by Sampo. Credit losses 
on premiums receivable have been 
deducted from the total premium 
income. 

11. Solvency Trends 
The Full Amount of the Equa-

lization Reserve refers to the upper 
limit of the equalization reserve 
target zone, which is actuarially cal-
culated separately for each insuran-
ce company. The upper limit de-
pends on premium income retai-
ned, breakdown of this premium 
income by various classes and re-
tentions in various classes. 

7. Transferred Charges 
These are mainly charges levied 

on policyholders in conjunction 
with premiums and paid to the 
State or to special-purpose funds 
supervised by the State. 

Premium Tax 
Premiums on policies (except 

policies for insurance of persons 
and credit insurance) covering pro-
perty situated within Finland, ac-
tivities carried on within Finland, 
or benefits accruing within Finland 
are subject under Finnish legisla-
tion to premium tax. 

Fire Brigade Charges 
A statutory fee to be paid each 

year on property insured against 
fire, for the purpose of improving 
fire prevention. The fees are paid 
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AUDITORS' REPORT 

We the undersigned have examined 
the books, accounts and administra-
tion of Sampo Mutual Insurance Com-
pany and tne accounts of the Sampo 
companies for the financial year 1986 
in accordance with auditing practice. 

The undersigned Olli Norla has 
scrutinized the accounts for the finan-
cial year and submitted a separate 
report of inspection. 

We have received a report on the 
work of the Company's Internal Au-
diting Department. 

The Insurance Department of the 
Ministry of Social Affairs and Health 
was represented at the the Audit by 

Tarja Mansikkamäki, M.Sc. (Econ.), 
who stated that, having scrutinized in 
detail the calculation of the Techni-
cal Reserves, she had found no cause 
for criticism. 

The parent company Sampo Mu-
tual Insurance Company: 

The Income Statement, which shows 
a profit of FIM 10 129 039-20, has 
been drawn up in compliance with the 
relevant regulations currently in force. 

We accordingly recommend 

that the Income Statement and 
Balance Sheet be approved, 

that the proposals for the disposal 
of the profit for the financial year put 
forward by the Board of Directors be 
accepted, and 

that the members of the Supervi-
sory Board and Board of Directors to-
gether with the Managing Director be 
discharged from all personal liability 
for the financial year. 

The Sampo companies consisting 
of Sampo Mutual and its subsidiaries: 

The accounts of the Sampo com-
panies have been drawn up in comp-
liance with the relevant regulations 
currently in force, and we recommend 
that these accounts be approved. 

Turku, 7 April 1987 

IS Jukka Helkama Olli Noria 
Chartered Accountant 

r 
/ Veijo Rnstama Chartered Accountant 

N Ä 
Erkki Saarnilehto 



The security arrangements in the largest glass-roofed shopping centre in Finland, the new Hansa Precinct in Turku 
were designed with the aid of experts from Sampo 

GROUP SURVEY 
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THE SAMPO GROUP 

After a long period of develop-
ment, the Sampo Group has been 
built up around the non-life insur-
ance business of its parent compa-
ny as a corporation offering the en-
tire range of insurance services. 

The incorporation of Kaleva in-
to the Sampo Group at the end of 
the 1970s provided a strong basis 
for the extension of business by the 
addition of life assurance. Tarmo 
Life, the life assurance company 
which Sampo had set up in 1975, 
thus represented merely the first 
step in this direction, for now the 
bulk of Tarmo's rapidly growing 
portfolio has subsequently been 
transferred to Kaleva, and Tarmo 
has turned to concentrating on the 
specialized field of employees' 
group life assurance. 

The establishment in 1983 of 
Sampo Pension; the dividing in 
1984 of the portfolio of Ilmarinen 
Pension between the rival groups 
who shared its ownership; and a 
year later, the dividing of the port-

folio of Kalervo Pension and that 
company's subsequent merger with 
Sampo Pension; these were the 
steps that then progressively led to 
the creation of a pension insur-
ance company within the Sampo 
Group that could meet the de-
mands of the Group's clients. 
Finally, the incorporation of an 
occupational pension scheme 
marked the achievement of an in-
surance group offering its clients 
total insurance services. 

The Sampo Group consists of 
three distinct juridical groups of 
companies, each of which handles 
one of the major sectors of insur-
ance (life, non-life, and pension). 
Under Finnish legislation, compa-
nies in these three fields are not 
permitted to belong to the same ju-
ridical group. 

During the current year Sam-
po International Insurance Compa-
ny Ltd will be added to the Group. 
In the beginning of 1988 the port-
folio of reinsurance business assu-

med will be transferred to that 
company. 

The Sampo Companies 
The juridical group of the par-

ent company Sampo also includes 
Tarmo Life Assurance Company 
Ltd, Risk Management Ltd, and 20 
real estate companies, together 
with the British subsidiaries Sam-
po Insurance Company (U.K.) Ltd 
and Sampo Finlandia Ltd. 

The Kaleva Companies 
In addition to the parent com-

pany Kaleva Life, this juridical 
group also includes a total of 22 
real estate companies. 

The Sampo Pension Companies 
In addition to the parent compa-
ny Sampo Pension, this juridical 
group also includes a total of 20 
real estate companies. 

The Development of Sampo from non-life insurance company 
to the Sampo Group, by Premium Income 

M Pension I I Life I I Non-Life 
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The Sampo Group in brief 

FIM millions 1986 1985 Change in % 

Premium Income 
Sampo companies 
Kaleva companies 
Sampo Pension companies 

1 889.7 
248.4 

1 856.2 

1 795.0 
191-3 

1 602.2 

+ 5.3 
+ 29.9 
+ 15.9 

3 994.3 3 588.5 + 11.3 

Gross Income from Investments 
Sampo companies 
Kaleva companies 
Sampo Pension companies 

398.0 
175.7 
820.0 

380.5 
165.9 
716.1 

+ 4.6 
+ 5.9 
+ 14.5 

1 393.7 1 262.5 + 10.4 

Annual Turnover 
Sampo companies 
Kaleva companies 
Sampo Pension companies 

2 287.7 
424.2 

2 676.1 

2 175.6 
357.2 

2 318.3 

+ 5.2 
+ 18.8 
+ 15.4 

5 388.0 4 851.1 + 11.1 

Claims Incurred 
Sampo companies 
Kaleva companies 
Sampo Pension companies 

1 566.4 
138.4 

1 853.7 

1 555.6 
111.8 

1 604.1 

+ 0.7 
+ 23.8 
+ 15.6 

3 558.5 3 271.5 + 8.8 

Administrative Expenses 
Sampo companies 
Kaleva companies 
Sampo Pension companies 

433.6 
66.4 
80.2 

403.0 
73.5 
78.2 

+ 7.6 
— 9.7 
+ 2.7 

580.2 554.7 + 4.6 

Technical Reserves (31 December) 
Sampo companies 
Kaleva companies 
Sampo Pension companies 

3 415.8 
1 238.5 
8 839-5 

3 327.7 
1 049.2 
7 874.0 

+ 2.7 
+ 18.0 
+ 12.3 

13 493.8 12 250.9 + 10.2 

Capital and Free Reserves (31 December) 
Sampo companies 
Kaleva companies 
Sampo Pension companies 

114.8 
4.4 

41.5 

109.6 
15.1 
40.8 

+ 4.7 
— 70.5 
+ 1.8 

160.7 165.5 — 2.9 

Total of Balance Sheet 
Sampo companies 
Kaleva companies 
Sampo Pension companies 

4 144.4 
1 394.0 
9 060.9 

4 098.3 
1 182.3 
8 041.4 

+ 1.1 
+ 17.9 
+ 12.7 

14 599-3 13 322.0 + 9.6 

Personnel 
Sampo companies 
Kaleva companies 
Sampo Pension companies 

2 160 
185 
273 

2 078 
179 
277 

+ 4.0 
+ 3.4 

— 1.4 

2 618 2 534 + 3.3 

The information given here is derived from the Consolidated Accounts for the three juridical groups headed respectively by Sampo, Kaleva, and Sampo Pen-
sion. Internal transactions between the juridical groups have not been eliminated. 
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Sampo Group, Share of the Finnish Insurance Market in 
Direct Underwriting, by Premium Income, 1984—1986 

Sampo Group, Premium Income 

Non-Life 

Life 

1984 

1985 

1986-

1984 

1985 

1986 

1984 

Pension 1 9 8 5 

1986* 

10 15 

/ / 

/ 

/ 

/ 
/ 

/ 
/ 

/ 
/ 

/ 

/ 

/ / 

/ / 

20 2 5 

Non-Life, 
FIM 1858 mill ion, 
46 .8 % 

3 0 

Life, FIM 254 million, 
6 .4 % 

Pension, FIM 
1856 mill ion, 46 .8 % 

* Estimated 

Sampo Group Staff, Education and Training 
Management, Middle Management, Other Staff, 

I 1 29 persons 1 1 231 persons I 1 2568 persons 

5 0 

4 0 

3 0 

20 

10 

m 

7Z7 

X ~ 7 

IZ 

Z I 7 I 

m 

zZ7| 

Social Sciences Law 
JZ 

Z 3 

V 

Sampo Group, Claims Paid 

Non-Life, Life, FIM 
FIM 1528 mill ion, 48 .0 % 137 million, 4 .3 % 

Pension, FIM 
1521 million, 47 .7 % 

Commerce Sciences Technology Other 
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SUPERVISORY BOARD 

Sakari T. Lehto 
Chairman 

Helge Haavisto 
Vice-Chairman 

Kalevi N u m m i n e n 
Vice-Chairman 

Antti Aarnio-Wihuri 
Rolf Ehrnrooth 
Toivo Haapakoski 
Sten-Olof Hansen 
Kai Hietarinta 
Matti Hurme 
Olli Ikkala 
Bror Johansson 
Ahti Karjalainen 

Irja Ketonen 
Matti Kinnunen 
Erkki Lahtinen 
Paavo Laitinen 
Raimo Lehtinen 
Väinö J. Leino 
Seppo Lindblom 
Kurt Lindholm 
Jukka Mikkola 
Heikki Mustakallio 

Pentti Mäki-Hakola 
Berndt Nielsen 

Jorma Reini 
Pekka Silvola 
Ahti Sirkiä 
Kari O. Sohlberg 
C.O. Tallgren 
Heikki Talvela 
E.J. Toivanen 

BOARD OF DIRECTORS 

Heikki Löyttyniemi 
Chairman 

Antti Kataja 
Vice-Chairman 

Matti Ali-Melkkilä 
Markku Mikkola 

Alternates 
Ingmar Lundberg 
Kauko Pihlava 

MANAGEMENT 

Managing Director 
Antti Kataja 

Deputy Managing 
Directors 
Ingmar Lundberg 
Kauko Pihlava 

Managers 
Juhani Kangas 
Hannu Kokkonen 
Aarne Rossi 
Ernst Wendt 

Assistant Managers 
Mauri Asumaa 
Martti Huhtamäki 
Tarkko Jousi 
Jorma Kuokkanen 
Risto Lehmusvuo 
Kalevi Nevasto 
Rauno Nurmi 
Matti Rantanen 
Matti Ruohonen 
Yrjö Somersalmi 
Markku Stenberg 
Terttu Virmavirta 
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