1 billion USD net profit. PZU is the most profitable financial institution in Poland and CEE

The net profit of PZU Group in 2005 reached a record level of 3 214.8m PLN and was 51.4% higher compared to the result of the previous year. PZU SA had the highest share in this result. Its net profit amounted to 1 736.9m PLN, i.e. 28.5% higher compared to the previous year. 

«We are the first Polish company operating in financial sector, which earned 1 billion USD net profit for the fiscal year. PZU Group is also the most profitable financial institution in CEE. Such excellent results give basis for the further development of the company» — said Mr. Cezary Stypulkowski, the President of the Management Board of PZU SA.

The gross premium written of the PZU Group amounted to 13 747.6m PLN. This amount comprises 7 651.5m PLN from property and casualty insurance and 6 096.1m PLN from life insurance. The increase of the premium written at PZU SA is a result of the growth of sales of TPL insurance (including 20% growth of non-motor TPL), property, accident and financial insurance. The significant growth (by 11.2%) of the premium written at PZU Zycie SA was influenced primarily by the higher sales of group insurance, Employees Pension Programs (over 500 programs registered as of the end of 2005) and successful sales of IRA (Individual Retirement Accounts). Presently over 200 000 customers has IRA PZU, which brings PZU Zycie SA the leadership in this market segment. 2005 was a year of a dynamic development of product offer in PZU Zycie SA resulting in further increase of the premium written from the bancassurance channel. 

The amount of net claims paid by PZU Group in 2005 was 8 207m PLN. Statistically PZU Group pays around 68 000 PLN of claims and handles 29 claims every minute. PZU Group pays higher amount of claims than all other insurance companies operating in Poland together. The amount of gross claims paid by non-life company in 2005 was 3.3% lower compared to the previous year and reached a level of 4 297.3m PLN. A decrease of claims paid in PZU SA resulting from improvements of claims handling process i.e. launching of the Affiliated Repair Network for motor claims, shortening of claims handling duration and launching of Abroad Claims Handle Centre. PZU Zycie SA registered a higher level of gross claims and benefits paid primarily brought about by the higher buyout of unit-linked insurance and increase of claims paid related to bancassurance products.

For the first time since 2001 PZU SA managed to reduce its administrative costs. The higher level of total insurance activity costs in PZU SA as compared to 2004 was caused primarily by higher acquisition costs resulting from the increase of sales through the higher commissions channels, which is a general trend on the market. Expenditures for strategic projects, whose objective is the improvement of company’s effectiveness in the longer perspective, were also higher. Insurance activity costs in PZU Zycie SA were maintained at the stable level. Increase of administrative cost was a result of implementation of new IT systems.

Both PZU SA and PZU Zycie SA registered significant growth of the technical insurance result, by 61.3% and 91% respectively. Such significant improvement of results as compared to the previous year was possible because of the higher level of premium written, lower costs regarding changes to the level of reserves, and — in the property insurance part — the lower level of claims paid. 

The combined ratio in PZU SA, illustrating the level of costs incurred and claims paid in the premium, has decreased in relation to 2004, reaching the value of 86.6%. This is one of the best effectiveness ratios among European insurers. 

The improvement of the technical results was accompanied by the growth of revenues from investments at the group level by 16.8%. The increase of investment revenues was possible due to the successful investment policy. Both companies maintained a safe level of low risk assets. 

The higher net profit of PTE PZU SA to the amount of 66.7m PLN was resulting from higher income from operating and financial activity. Last year the assets of OFE PZU «Zlota Jesien» increased from 8 695m PLN to 11 757m PLN. Open Pension Fund PZU «Zlota Jesien» is one of the market leaders regarding the three year rate of return in summary tables published by KNUiFE. According to the last summary tables for the period 09/2002 — 09/2005 OFE PZU had the fifth result on the market of 55,342%. 

TFI PZU improved its product offer in 2005 by launching three new investment funds, including open investment fund PZU NOWA EUROPA, investing its assets in shares in Central Europe. Presently TFI PZU is the second largest mutual investment fund on the market among TFIs owned by insurers.

The equity of PZU Group increased in 2005 by 30.2% reaching the level of 10 982.9m PLN. The coverage of the solvency margin with own funds increased in both insurance companies: in PZU SA from 402.6% to 782.3% and in PZU Zycie SA from 248% to 267.1%. Despite high and constantly growing capitalisation of the companies, the ROE (return on equity) ratio continues to stay at a high level and amounts to 33.4% for the PZU Group. Both property and life insurance have registered further growth of the level of reserves.

In 2005 the Strategy of the PZU Group for the 2006–2010 was adopted. The Strategy defines the objectives and presents the initiatives, which will be undertaken to achieve these objectives. According to this document PZU Group will:

· be the financial institution that will offer services to millions of clients organized around their insurance, pension and investment needs for a reasonable price,

· generate a return on capital exceeding 20% and will pay a dividend of no less than 25% of the earnings generated,

· maintain the rating at the level of the Republic of Poland’s sovereign rating, while according to the market’s evaluation PZU will be Poland’s most valuable financial institution.

