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1 Constant currency basis. Up 1% on a reported basis.
2 Constant currency basis. Down 3% on a reported basis.
3 Excludes transaction to reinsure Hong Kong construction workers’ compensation liabilities.
4 Excludes the impact of changes in risk-free rates used to discount net outstanding claims.
5 Excludes one-off impact of the Ogden decision in the UK.

2019 overview
International produced a strong underwriting 
result in demanding and transitioning market 
conditions. Whilst trading conditions continue 
to improve, the result was impacted by higher 
than expected large individual risk claims. 

Adverse industry-wide current and prior 
accident year claims trends have driven 
a change in appetite and the withdrawal 
of capacity amongst many of our competitors, 
both in London and internationally. Several 
competitors, including some global carriers, 
continue to de-risk their portfolios and exit 
smaller and/or less profitable lines.

During 2019 we achieved an average renewal 
rate increase of 6.3% in European Operations 
and 3.5% in Asia compared with an increase 
of 4.4% and 0.7% respectively in 2018. 
However, there is significant divergence 
of trading conditions across both product 
and geography.

The London Market and Speciality business 
has seen the greatest improvement. 
We recorded an average renewal rate 
increase of 9.8% compared with 6.0% in the 
prior year and early signs suggest this will 
continue during 2020. Catastrophe exposed 
property, international casualty, natural 
resources, some marine classes and financial 
lines have seen the strongest rate increases.

After a slow start, UK lines improved as the year 
progressed. Financial lines and motor continue 
to attract the most significant increases while 
property and casualty experienced improved 
pricing in the second half. Although now more 
positive, rate increases in Europe and Asia still 
lag all other geographies. 

Trading conditions for QBE Re remain 
paradoxical with major divergences across 
product and geography. Most of the positive 

rating activity is in response to claims 
deterioration in areas such as US casualty 
and global financial lines. 

In contrast, short tail classes have been less 
impacted except where capacity is required 
for critical catastrophe zones and those 
classes that continue to experience claims 
volatility such as onshore energy. Elsewhere, 
however, pricing remains relatively stable 
especially in Europe and Asia.

Our underwriting teams are well positioned 
to maximise all profitable opportunities and 
ensure we optimise the financial return for 
each portfolio.

We continue to enhance underwriting and 
claims capabilities. Brilliant Basics is starting 
to drive more sophisticated pricing tools and 
our data and analytics team is developing 
tools to improve risk selection and support 
swifter claims settlement. We are also starting 
to utilise robotic processes and are applying 
predictive analytics to triage increased new 
business volumes and renewal accounts to 
maximise portfolio quality. Finally, the digital 
SME program is progressing well in Asia.

The first phase of our underwriting and sales 
modernisation program, Optimum, has been 
successfully completed in the UK and now 
the focus will shift to Europe. 

The adjusted result in the table overleaf 
excludes the impact of the Ogden decision. 
Similarly, the 2018 adjusted result excludes 
the one-off transaction to reinsure Hong Kong 
construction workers’ compensation liabilities.

Unless otherwise stated, the profit and loss 
commentary following refers to the result 
on this basis.

Operating and financial 
performance
Underwriting performance
International’s combined operating ratio 
improved to 95.4% 4,5 from 95.9% 3,4 in 2018, 
reflecting a strong performance in European 
Operations partly offset by a disappointing 
performance in Asia as a result of a heightened 
level of large individual risk claims.

QBE Re reported another strong result 
reflecting below average catastrophe activity 
and positive prior accident year claims 
development. The European insurance division 
also reported a good underwriting result and 
encouraging gross written premium growth.

Notwithstanding a poor reported result, 
Asia’s underlying underwriting performance 
continues to improve as evidenced by a further 
reduction in the attritional claims ratio.

International  
business review
The effects of a prolonged period of soft trading 
conditions are now beginning to be felt across the 
industry. Trading conditions continue to improve 
in all geographies with momentum increasing 
during the second half of 2019. 

Richard Pryce 
Chief Executive Officer • International
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Premium income
Gross written premium was up 1% to $4,924 
million from $4,876 million in 2018, and 
increased 4% on a constant currency basis. 

On a constant currency basis, European 
Operations’ gross written premium increased 
by 5%, whilst Asia decreased by 4% reflecting 
remediation and disposal activities. 

As expected, the impact of underwriting 
remediation on Asian gross written premium 
started to moderate in the second half of 2019. 
The change in competitor risk appetite has 
resulted in more new business opportunities 
coming to market; however, this business 
is often mispriced and/or poorly structured.

Across International, our underwriting teams 
remain focused on ensuring the margin on all 
new business is sufficient to achieve our 
long‑term financial objectives. At the same 
time, we are focused on retaining existing 
customers and, where possible, expanding 
these relationships utilising predictive analytics 
to identify opportunities within appetite. 

New business growth has been particularly 
strong in our London Market and European 
insurance businesses.

Net earned premium decreased by 3% to 
$4,089 million from $4,224 million in the prior 
year but was broadly stable on a constant 
currency basis. Underlying gross earned 
premium grew in European Operations but 
was offset by a decrease in Asia due to 
remediation and higher reinsurance costs.  

Claims expense
The net claims ratio increased to 63.0% 1 
from 62.2% 1 in the prior year.

The attritional claims ratio improved 
to 43.1% from 46.1% in 2018, reflecting 
targeted underwriting actions in both 
European Operations and Asia, coupled 
with the beneficial rating environment. 

After a benign first half, catastrophe activity 
picked up with typhoons Faxai and Hagibis 
in Japan and Hurricane Dorian in the US. 
The net cost of catastrophe claims was 

$130 million or 3.2% of net earned premium, 
down from $156 million or 3.7% in 2018.

Following the restructuring of the Group’s 
reinsurance program, large individual risk claims 
increased to 14.6% of net earned premium from 
9.3% in the prior year. Higher than expected 
large individual risk claim frequency remains 
an industry-wide issue and is contributing 
to accelerating premium rate increases.

On a reported basis, positive prior accident 
year claims development was $72 million 2. 
Excluding an $86 million benefit due to the 
impact of adjusting the periodic payment order 
rate that is offset by a reduced discount benefit 
(resulting in a nil profit impact), prior year 
development is better stated at $14 million 
adverse or 0.3% of net earned premium 
compared with $25 million or 0.6% in 2018. 

Significant adverse development in financial 
lines and, to a lesser degree international 
property and commercial motor, was largely 
offset by reinsurance recoveries and favourable 
development in UK liability, marine and Asia. 

Lower risk-free rates used to discount net 
outstanding claims liabilities adversely 
impacted the underwriting result by 
$100 million or 2.5% of net earned premium 
compared with only $4 million in the prior year.

Commission and expenses
The net commission ratio improved to 16.9% 
from 18.6% in the prior year. The improvement 
reflects targeted commission reduction 
actions in our London Market and UK 
business units, an increase in commission 
income received during the year and 
changes in underlying business mix. 

Asia still attracts a high commission ratio 
due to the nature of its distribution channels; 
however, during the second half of 2019 
we launched targeted initiatives to reduce 
commissions, especially in Hong Kong. 

Whilst expense reduction initiatives are 
emerging as planned, the reported expense 
ratio was adversely impacted by the reduction 
in net earned premium, increasing to 15.5% 
from 15.1% in the prior year.

Gross written 
premium and net 
earned premium 
by class of 
business (%)

Underwriting result

FOR THE YEAR ENDED 31 DECEMBER 2019
2019

ADJUSTED 2
2018

ADJUSTED 3
2017

ADJUSTED 2

Gross written premium US$M 4,924 4,924 4,876 4,671 
Gross earned premium US$M 4,739 4,739 4,889 4,658 
Net earned premium US$M 4,089 4,089 4,224 3,968 
Net incurred claims US$M 2,740 2,679 2,633 2,557 
Net commission US$M 689 689 783 737 
Expenses US$M 634 634 638 650 
Underwriting result US$M 26 87 170 24 
Net claims ratio % 67.0 65.5 62.3 64.4
Net commission ratio % 16.9 16.9 18.6 18.6
Expense ratio % 15.5 15.5 15.1 16.4
Combined operating ratio % 99.4 97.9 96.0 99.4
Adjusted combined operating ratio 1 % 96.9 95.4 95.9 100.8
Insurance profit margin % 8.1 9.6 6.7 4.0 

1 Excludes the impact of changes in risk-free rates used to discount net outstanding claims.
2 Excludes one-off impact on the underwriting result due to the Ogden decision in the UK.
3 Excludes transaction to reinsure Hong Kong construction workers’ compensation liabilities.


