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Spain’s Insurance Market Withstands 
Pressure as Insurers Remain Profitable

Spanish non-life and life insurers remain profitable despite the country’s ongoing 
economic difficulties, which have caused the insurance market to contract. The 
non-life sector has benefited from a reduction in motor claims, reflecting lower 

usage of vehicles. To an extent, policyholders have a sense of loyalty to insurers for 
personal lines products, although this sentiment is beginning to change given the influ-
ence of the aggregator market.

Spain is not considered highly exposed to natural catastrophes, although in the event 
of any such activity, insurers are protected by the Insurance Compensation Consortium 
(Consorcio de Compensación de Seguros, or the Consorcio), a public corporate entity 
attached to the Ministry of Economy and Competitiveness through the Dirección Gen-
eral de Seguros y Fondos de Pensiones (DGSFP). Consequently, with the existence of 
the Consorcio, which pays for losses from “extraordinary” events including terrorism, 
the primary market does not assume significant and volatile claims of this type.

Life companies have suffered from restraints on consumer spending, which A.M. Best 
believes will remain a hurdle. The banking industry impacts the life sector, and more 
restricted bank deposit interest products are expected to benefit life companies. In the 
longer term, life companies are well positioned to profit from Spanish public pensions 
being increasingly deemed as inadequate, and from mistrust in the country’s banks.

The Spanish insurance sector remained profitable in 2012, despite total gross premi-
ums written (GPW) falling, according to the DGSFP.  In 2012, premiums dropped by 
5.5% to EUR 57.7 billion, primarily as a result of a contraction in non-life risks, notably 
for motor insurance (see Exhibit 1). Data from Investigación Cooperativa entre Enti-
dades Aseguradoras y Fondos de Pensiones (ICEA), the research arm of the Spanish 
insurance sector, which is responsible for compiling and publishing industry statistics, 
show for January through June 2013, non-life GPW decreased 2.9%, while life premi-
ums increased 0.7%. Overall, total premiums underwritten were down 1.3% compared 
with the first half of 2012.

As Spain’s non-life and life insurance sectors remain profitable, intense competition is 
likely to continue, although some industry consolidation is anticipated. The country 
continues to draw international interest from companies attempting to underwrite 
domestic risks, as well as from insurers seeking access to Latin America.

However, while Spain is attracting international insurers,  A.M. Best believes the sector 
faces significant challenges. The competitive environment, excess capacity and favour-
able loss history of the market are keeping pressure on rates.

Spain is continuing to experience a severe economic downturn, which started in 2009 
on the back of the global banking crisis, as gross domestic product (GDP) had previ-
ously been fuelled by domestic credit and housing booms. According to the Interna-
tional Monetary Fund, GDP fell by 1.4% in 2012 and is forecasted to drop by a further 
1.6% in 2013.

As Spain’s 
non-life and 
life insurance 
sectors remain 
profitable, 
intense 
competition 
is likely to 
continue.
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Drags on domestic demand include excessive levels of private debt, struggling local 
industries and a weak labour market, with 27% unemployment predicted in 2013. The 
Spanish economy remains susceptible to contagion if a member exits the Eurozone, 
which would potentially drive up bond yields and borrowing costs, further depressing 
investor and consumer sentiment and causing sizable disruption to financial markets.

Economic Downturn Impacts Non-Life Sector
The challenges faced by the Spanish economy have had an impact on the non-life sec-
tor, particularly affecting lines of business such as construction and motor. Commercial 
activity has experienced a downturn, resulting in reduced demand for commercial 
property, cargo and third-party liability coverage. Non-life GPW has decreased from EUR 
32.8 billion in 2008, but in general, the sector has remained stable.

The construction industry has been among the most significant contributors to 
reduced demand for insurance. New infrastructure projects are at low levels not wit-
nessed for decades, and while there are fewer insurance opportunities, there is capac-
ity for construction risks as this line of business has provided good loss ratios. Results 
have been satisfactory, owing in part to the conditions in insurance contracts. In some 
instances, multiyear guarantee projects have been in place, and in the case of decennial 
policies, losses would only apply after the building was completed.  A large proportion 
of building projects remain uncompleted, resulting in fewer claims for insurers.  As the 
supply of building projects in Spain has waned, domestic construction companies are 
increasingly seeking opportunities abroad, creating some international opportunities 
for Spanish insurers (see Spain as an International Hub).

While the construction industry is not expected to show significant improvement, 
some non-life insurers are optimistic that government tax measures and changes in the 
labour market will result in economic growth in 2014. They note the country is host to 
multinational companies in sectors that include construction, engineering, infrastruc-
ture, financial services, telecommunications, pharmaceuticals, aviation and retail, many 
of which require insurance to protect their interests outside of Spain.

Motor is the largest line of non-life business by GPW, equating to 34% of premium in 2012 
(see Exhibit 2).  Demand for insurance has been negatively impacted by a decrease in new 
car registrations. As vehicles are ageing, policyholders are often reducing coverage, chang-

Exhibit 1
Spain Non-Life & Life – Key Market Statistics (2007-2012)
Indicator 2007 2008 2009 2010 2011 2012
Population (Millions) 44.9 45.6 45.9 46.1 46.1 46.2
Gross Domestic Product (EUR Billions) 1,053.2 1,087.8 1,048.1 1,048.9 1,063.4 1,051.2
Change in Real GDP (%) 3.5 0.9 -3.7 -0.3 0.4 -1.4
Inflation (%) 4.3 1.5 0.9 2.9 2.4 3.0
Unemployment Rate (%) 8.3 11.3 18.0 20.1 21.7 25.0
Insurance Penetration (%)
     Life 2.3 2.5 2.8 2.6 2.8 2.5
     Non-Life 3.0 3.0 3.1 3.0 2.9 2.9
     Total 5.3 5.5 5.8 5.6 5.7 5.5
Insurance Premiums Earned (EUR Billions)
    Life 23.8 27.4 29.2 27.4 29.9 26.7
    Non-Life 32.0 32.8 32.1 31.0 31.2 31.0
    Total 55.8 60.2 61.3 58.4 61.1 57.7
Change in Premium Volume (Total) (%) 3.4 8.0 1.8 -4.8 4.6 -5.5
Sources: International Monetary Fund, World Economic Outlook Database, April 2013;  Dirección General de Seguros y Fondos 
de Pensiones
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ing from comprehensive insurance to more 
basic coverage for obligatory insurance, 
often with large deductibles. Some families 
that previously had two cars are now man-
aging with one vehicle.

Demand for motor insurance has con-
tinued to decrease from January to June 
2013, with GPW down a further 6.6% 
compared with the same period in the 
previous year (see Exhibit 3).

Despite the declining number of new cars, 
the ageing of vehicles and fleets, and the 
reduction of insured cars, motor insurance 
remains a competitive line of business. For 
years, insurers have sold motor insurance 
through direct channels and Internet portals 
such as Verti, although more recently aggre-
gators, including Rastreator, have gained 
popularity.

Nevertheless, even as competition is fierce for a shrinking pool 
of risks, motor insurers’ results remain positive. While market 
conditions are described as soft, Spain’s economic crisis is aid-
ing technical results.  As the use of vehicles declines, with some 
being kept in secure garages, insurers are reporting a reduction 
in accidents and thefts.

The market has benefited from an improvement in loss ratios, 
as government spending at the beginning of the global financial 
crisis resulted in significant development in the quality of Span-
ish roads. Frequency of losses has also fallen after the introduc-
tion in 2006 of a driving licence point system and stricter polic-
ing. Furthermore, insurers have benefited from Spain’s “Baremo” 
system, a mandatory tariff-based mechanism for assessing the 
level of indemnity for motor third-party liability bodily injury.

According to the Spanish Association of Insurance and Reinsur-
ance Institutions (UNESPA in its Spanish acronym), which rep-
resents around 240 insurers equating to more than 96% of the 
Spanish insurance market, motor loss ratios have improved mar-
ginally since 2010. Internal costs (in paraticular, management and running expenses) 
have been stable, although a rise in external costs, including acquisition expenses, has 
resulted in a combined ratio of 97.5% for 2012, compared with 96.7% in 2011 and 
93.3% in 2009.

Homeowners insurance has not been immune from the difficulties in the Spanish resi-
dential property sector, as construction of new houses has declined, but total premium 
has been impacted to a lesser degree than the motor sector. Many – but not all – home-
owners policies were sold alongside mortgages. Previously, bank lenders would offer 
lower mortgage interest rates for customers purchasing bundled homeowners and 

Motor
EUR 10,607 

34%

Multirisk
EUR 6,626

21%

Health
EUR 6,806

22%

Funeral Expenses
EUR 1,891

6%

Liability
EUR 1,446

5%

Other Lines of 
Business
EUR 3,739

12%

Exhibit 2
Spain Non-Life – Direct Premiums by Line of 
Business (2012)
Premiums and % market share.
(EUR Millions)

Source: Investigación Cooperativa entre Entidades Aseguradoras y Fondos de 
Pensiones

Exhibit 3
Spain Non-Life – Growth of 
Lines of Business  
(January-June 2013)

Line of Business
(%) 

Change
Funeral Expenses 9.3
Health 1.5
Credit -1.6
Multirisk -2.1
Assistance -2.2
Fire -2.9
Accident -3.8
Other Damage to Property -4.4
Surety -5.0
Pecuniary Losses -5.4
Motor -6.6
Liability -8.1
Transportation -8.5
Professional Liability -10.9
Source: Investigación Cooperativa entre Enti-
dades Aseguradoras y Fondos de Pensiones
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other insurance products.

However, given the high levels of homeownership in Spain, in contrast to other Euro-
pean countries such as Germany, Spanish families have continued to buy cover to pro-
tect their buildings and personal possessions. The quality of service, not only price, has 
been an important factor in purchasing insurance.

While increased burglary and suspected fraudulent claims can arise in a recession, there 
is little evidence of either occurring in Spain. Losses have been primarily for water dam-
age and glass breakage. For homeowners insurance, the past few years have seen lim-
ited losses as Spain has been subject to very little heavy rain and storms. In any event, 
insurers are protected from extreme natural catastrophes by the Consorcio (see Cons-
orcio Helps Enable Market Profitability).

The economic downturn in Spain has resulted in less demand for commercial property 
insurance. Small commercial companies have suffered and disappeared, resulting in a reduc-
tion in industry activity. From January to June 2013, multirisk premiums fell 2% (see Exhibit 
3). Production has been reduced, and surviving companies are competing by cutting prices.

While top line premium has been negatively affected, claims ratios for multi-risk and 
commercial property have been reduced. Margins are still reasonable as people are 
working less and there has been less use of machinery, resulting in a corresponding 
drop in workplace accidents.

According to data from UNESPA, residential property represented the largest portion of 
non-life multirisk volume in 2012, making up more than half of premiums (56.7%). This 
was followed by industry (20.6%), homeowners’ associations (12.7%), shops (9.5%) and 
others (0.5%). The combined ratio for non-life multirisk insurance was 90.2% in 2012, 
marginally higher than the 89.2% recorded in 2011 but considerably lower than the 
96.9% level of 2010.

Funeral expenses coverage is growing from a low base but has continued to stand 
out despite the challenging economic environment, with premiums from January to 
June 2013 increasing 9.3%. “Decesos,” which are a historical feature of the Spanish 
insurance market providing a guaranteed sum to pay for funeral services, is benefit-
ing from consumers seeking the security it provides during these difficult times. Ini-
tially, the older generation purchased prepaid plans for funeral expenses, although 
the product has evolved to cover families and offers additional services, including 
legal assistance and travel insurance. Given the profitability of this line of business, 
there is increasing competition from insurers, although service remains important.

Insurers in general say there has been little negative impact from the challenging 
economic environment on the funeral expenses business since it is a traditional offer-
ing aimed at an older clientele. Customers who have come under pressure to restrain 
spending have tended to select lower value products rather than halting policies. While 
challenges could potentially arise from young Spaniards migrating abroad for work, the 
under-35 demographic is not the target market for funeral expense companies, and poli-
cyholders in this age range would pay lower premiums anyway.

The impact of the young leaving Spain could also be an ongoing concern for the health 
sector, with unemployment reaching 57% for under 25s. Health is regarded as a comple-
mentary product, but the sector has grown in terms of premium. From January to June 
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2013, health was the only other non-life line of business to experience heightened 
demand, with GPW increasing by 1.5% (see Exhibit 3).

Demand for Life Insurance Muted, but Opportunities Exist
The life insurance sector has experienced volatility in recent years, although from Janu-
ary to June 2013 it has been more stable. The Spanish life market is considered to have 
potential since insurance premium as a percentage of GDP is 2.54%, below the 2.95% 
level of the non-life sector. In other mature European insurance markets, life penetration 
is greater than non-life penetration.

The financial downturn has resulted in constraints on disposable income and a reduc-
tion in consumers’ capacity to save. Furthermore, traditional bank deposits have ceased 
to be rewarding. Consumers are increasingly risk averse, with bonds appearing less 
attractive and stock markets seemingly complicated.

A.M. Best believes life insurance companies are well positioned for the near future 
and can benefit from the troubles of the banking industry. In particular, Spanish banks 
with government support face restrictions on the level of interest provided for bank 
deposits. As a result of the financial crisis, banks with a form of public funds face chal-
lenges to provide deposit accounts with high interest rates and, consequently, returns 
are in the region of 2% or lower. Meanwhile, life insurers can offer higher yields, with 
investment products in the range of 3% to 3.5%, for example. Given the restrictions 
on banks, Spanish customers are purchasing savings and life insurance to achieve bet-
ter returns.

Concerns over the financial strength of the government and banks could also drive 
demand for pensions and life assurance in Spain. Many insurers are trying to take advan-
tage of a changing perception of the industry, with greater public trust in the sector and 
reduced confidence in banks and cajas de ahorro (mutual savings banks). Life products, 
in particular, rely on trust, and this is reflected in the limited purchasing of life offerings 
on the Internet. Instead, customers often use the Internet to browse before visiting a 
life insurer’s branch office at the point of purchase.

Life insurers are hoping to benefit in the longer term from the perception that public 
pensions are becoming increasingly inadequate because of progressive reforms intro-
duced by the government in the past two years. These reforms include increasing the 
eligible pension age to 67 from 65 gradually from 2013 to 2027, as well as increasing 
contributions to 25 years from 15 years by 2022. With further reforms aimed at adjust-
ing the system every five years to account for changes in life expectancy starting in 
2027, citizens are more aware that they will need to complement their public pensions 
with income from pension fund and life insurance companies. Banco de España has 
stated recently that additional measures should be taken to ensure the sustainability of 
the pension system, advising that the phase-in period for increasing the eligible pen-
sion age is overly long. With further reforms, a greater need for private arrangements is 
expected, with lower reliance on the public sector.

Reinsurance Market Remains Stable
The Spanish reinsurance market is enjoying continued stability. Volatility was last expe-
rienced after the events of 9/11, when a global shortage of capacity resulted in a sharp 
upturn in reinsurance premiums in Spain.

Spain’s reinsurance market consists of mainly proportional business, as there is little 
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exposure to natural catastrophe risks. For non-life risks, the lines of business with the 
highest cession levels are surety (52%), industrial multirisk (50%), credit (46%), motor 
damage (46%) and liability (21%), according to the DGSFP.

Nacional de Reaseguros, which has operated in Spain for more than 70 years, is a lead-
ing domestic reinsurer. It remains largely concentrated in its local market and is limited 
in size when compared with international players. Mapfre Re is the largest reinsurer 
based in Spain, including group and international business. Given that Spain is consid-
ered a profitable market not heavily exposed to natural catastrophes, competition is 
considerable, with most of the major international reinsurers present in Spain.

Despite the reinsurance capacity available, policy conditions are said to have remained 
broadly unchanged in the past five years, although reinsurers are under pressure to 
offer innovative products. The reinsurance market is said to be disciplined, with insur-
ers displaying loyalty and remaining with their same reinsurance panels. As with the pri-
mary market, service, continuity and stability can be as important as price.

Non-Life and Life Markets Maintain Profitability
The Spanish insurance market stands out as profitable and stable, despite the pro-
longed, challenging economic environment. While volumes have been negatively 
impacted, other indicators of profits and solvency have not suffered significantly over 
the past five years as losses have also been reduced.

Spain’s insurance sector has experienced benign conditions for natural catastrophes in 
the first half of 2013. The horrific train crash in Northern Spain in July 2013 is expected 
to lead to insured losses for rolling stock, rail infrastructure and compensation pay-
ments including death benefits, disability and medical costs. However, claims are not 
anticipated to have industrywide implications.

The insurance market remains competitive, with the five largest companies accounting 
for 40.7% of total premiums in 2012, and the top 10 companies representing 60.3% (see 
Exhibit 4). Mapfre is the market leader, controlling 13.9% of GPW, followed by Grupo 
Caixa with a 9% market share.

Despite the competitive environment, non-life insurers have benefited from solid distribu-
tion networks of agencies and tied agents, encouraging customer loyalty and enabling sus-

tained underwriting profits. Spanish policy-
holders tend to be more loyal than those in 
other countries, although this is changing 
to an extent and non-life insurers are under 
pressure to negotiate all contracts. For per-
sonal lines products, the use of the Internet 
is growing, with increased purchasing of 
motor insurance through direct channels. 
However, for homeowners insurance, cus-
tomers tend to use aggregators mainly to 
compare and not to actually buy products.

According to UNESPA, the insurance sec-
tor is well capitalised, with a solvency 
ratio of 219% under Solvency I for life 
insurers at the end of 2012 and 373% for 

Exhibit 4
Spain – Non-Life and Life – Top 10 Insurance 
Groups by Premium (2012)
(EUR Billions)

Ranking Group Premiums Market Share (%)
1 Mapfre  EUR 8.0 13.9
2 Grupo Caixa 5.2 9.0
3 Grupo Mutua Madrileña 3.6 6.4
4 Santander Seguros 3.5 6.1
5 Allianz 3.0 5.3
6 Grupo Axa 2.7 4.7
7 Generali 2.5 4.4
8 BBVA Seguros 2.1 3.7
9 Grupo Caser 2.0 3.5
10 Grupo Catalana Occidente 2.0 3.4

Rest of Companies 22.8 39.7
Source: Investigación Cooperativa entre Entidades Aseguradoras y Fondos de 
Pensiones
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non-life companies, with an overall sector total of 285%. The solvency margin for non-
life insurers has improved from 339.4% in 2008. This is consistent with A.M. Best’s view 
on the risk-adjusted capitalisation of the main players in the Spanish market, measured 
according to Best’s Capital Adequacy Ratio (BCAR) model.

Though the overall market is profitable, a divide is emerging between big and small 
entities. Larger insurers appear to be enjoying slightly higher profits, notably for 
motor and household insurance. This could reflect better underwriting performance 
based on investment in sophisticated technologies such as stochastic modelling and 
meteorological information. Consequently, the smaller insurers are expected to come 
under greater pressure to enter new distribution agreements or, in some cases, to con-
solidate.

Non-life and life insurers must also concentrate on managing their cost bases, given 
that external expenses for brokers and agents are not coming down.  A number of 
companies want to reduce commissions given increasing acquisition costs, and while 
expenses alone are not increasing dramatically, further decreases in premiums will 
result in a deterioration of expense ratios. While expenses are still under control, mar-
ket participants estimate they exceed 2012 levels by 2% to 3%. Greater focus on inter-
nal expenses, such as through staff efficiencies and potentially industry consolidation, 
would help maintain margins.

The insurance regulator noted a slight increase in the combined ratio for non-life insur-
ance in 2012, and subsequently a reduction in the sector’s technical result, caused by a 
rise in acquisition costs. The combined ratio in the last quarter of 2012 was 93.5%, com-
pared with 92.8% in the last quarter of 2011.

To an extent, insurers have not focused heavily on expenses, as investment income 
and loss ratios remain good. Net investment income on insurance premiums for 
the fourth quarter of 2012 was 8.4%, an increase from 7.6% in the fourth quarter 
of 2011, according to the DGSFP’s Insurance and Pension Funds’ Report 2012 
(‘Informe 2012. Seguros y Fondos de Pensiones’). Financial profitability decreased 
slightly, with a return on equity of 14.3% in the last quarter of 2012, compared with 
15.2% a year earlier. Nevertheless, the good levels of return are contributing to soft 
market conditions.

Total investments for the life sector increased to EUR 228.7 billion at year-end 2012, up 
4.4% compared with the previous year (see Exhibit 5). Life insurers have been increas-
ing their investments in Spanish sovereign and corporate bonds, and at year-end 2012, 
34.9% of life insurance investments were in sovereign bonds, 31.4% were in corporate 
bonds, and 13% were in cash and deposits.

Over the past few years,  A.M. Best has been applying a stress test that assumes signifi-
cant reductions on invested assets in peripheral Eurozone countries. Even under this 
stressed basis, Spanish insurers’ risk-adjusted capital levels remain relatively strong, 
despite a reduction in capital given the high concentration in domestic investments.

Consorcio Helps Enable Market Profitability
As explained, the existence of the national government’s scheme covering catastrophes 
and protection under the Consorcio de Compensación de Seguros helps prevent vola-
tility, resulting in relatively stable and consistent technical profits for companies. Insur-
ers, therefore, continue to support the Consorcio, and profitable results in the past few 



8

Special Report Spain Non-Life & Life

years, along with acceptable loss ratios despite soft market conditions, attract foreign 
players.

To date, Spain has not been considered a major natural catastrophe territory in terms of 
intensity. It differs geographically from other European countries such as Germany and 
the Czech Republic, with no major flooding areas situated around its rivers. Spain does 
have exposure to some weather-related events, including being subject to the tail of 
some of the larger European windstorms. Storms Klaus, Floora and Xynthia, collectively, 
resulted in 360,000 claims worth EUR 598 million.

In 2011, thousands were left homeless from an earthquake in Lorca, which according to 
the Consorcio’s “Informe de la actividad 2012” (Summary of the Activity 2012) resulted 
in insured damages totalling EUR 469 million at June 2013. In 2012, Spain suffered from 
its worst crop insurance claims ratio in the country’s history, costing the Consorcio 
EUR 213 million. Meanwhile, considerable flooding in the southeast of Spain at the end 
of September 2012 was estimated to cost more than EUR 220 million. In 2012, 54,500 
claims were processed, compared with 77,841 in 2011 and 199,042 in 2010.

While the existence of the Consorcio has assisted insurers’ performance, there is an 
increasing need for companies to focus on their exposure to natural catastrophes. As 
Spain is not considered to be exposed to major natural catastrophes, insurers often 
have limited control of accumulation and have invested little in risk models.

While “atypical cyclonic storms, including extraordinary winds and tornados” are covered 
by the Consorcio, Windstorm Klaus, which occurred in January 2009, posed challenges 
to the Spanish insurance market. Since wind leaves no tracks and its speed is difficult 
to measure, market discussion arose over what wind speed triggered the Consorcio’s 
involvement, and the extent to which the private market would be liable for losses.

Spain as an International Hub
Large Spanish corporations have been impacted by a decline in their domestic market, 
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but many have established themselves as international enterprises, including telecom 
conglomerate Telefónica, oil giant Repsol, energy company Iberdrola, infrastructure 
business Ferrovial, retailer Inditex and financial groups Mapfre, Santander and BBVA. 
Large companies have built a presence in various territories, notably in Latin America, 
the United States and Asia, and to a lesser extent, in Africa.

Medium-sized Spanish companies were not previously focused on creating international 
profiles, although limited opportunities for domestic growth and a competitive local 
environment have resulted in some focus on overseas expansion. These companies, 
particularly those in the construction and engineering sectors where no investment in 
public works is imminent, are taking steps to change and grow abroad in Europe, Latin 
America and Asia. Spanish insurers are attempting to support these businesses and pro-
vide coverage overseas.

A challenging domestic market with limited opportunities for expansion is resulting 
in some Spanish insurers attempting to grow their foreign books of business to offset 
lower premiums domestically. The insurance sector in Latin America, in particular, is 
considered to be underdeveloped, with strong potential for growth and a young pop-
ulation. Spain has become a hub for both local and international insurers to access 
the Latin American market, given the cultural similarities and Spain’s investment in 
the region. Madrid provides good connections for European insurers seeking a pres-
ence in the fast-growing economies of Brazil, Mexico, Colombia, Chile, Venezuela and 
Peru.

Large industrial Latin American business risks, which would have traditionally gone to 
the London market, are now being placed in Spain. Madrid’s status as a hub for Latin 
American business is being further enhanced as risk managers and brokers from Lon-
don are travelling to Spain for their Latin American business. Miami will remain funda-
mental for Latin American risks, although it is considered more tailored to the business 
needs of North American companies.

Other countries of interest for Spanish insurers include Morocco,  Algeria, Mozambique, 
Angola, Cape Verde and Equatorial Guinea. Some African countries are also of interest 
as they have made significant developments in the oil and gas industries, and others are 
linked to Spanish and Portuguese interests. However, Africa is not currently a large mar-
ket for Spanish insurers. While Spanish construction companies are considering oppor-
tunities in the continent, they are not investing there as significantly as in Latin America. 
Europe offers proximity, although it is a soft and saturated market.

Market Consolidation and Distribution Agreements
At Dec. 31, 2012, the number of insurers registered with the DGSFP stood at 270, com-
pared with 287 and 279 in 2010 and 2011, respectively.  While the number of compa-
nies has decreased gradually over the years, the Spanish insurance market is still con-
sidered crowded with surplus capacity. A lot of small insurers are niche players, with 
loyal clients and regional influences. Some have established expertise servicing affinity 
groups, such as professional bodies.

Spain’s insurance industry has experienced limited consolidation in recent years, and 
Solvency II is expected to lead to further contraction of the market in the next five to 
10 years. However, no major change is expected among the larger insurers, which have 
high levels of solvency and little desire to increase acquisition expenses. Deals involv-
ing larger insurers are likely to be opportunistic transactions, such as Grupo Catalana 
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Occidente and INOCSA’s agreement to purchase Groupama Seguros y Reaseguros, the 
French mutual Groupama’s Spanish subsidiary, in June 2012.

A.M. Best envisages potential activity among insurers to involve banks and their insur-
ance arms. For example, in June 2013,  Aegon and Banco Santander completed a 
25-year partnership in Spain, whereby Aegon purchased a 51% stake in both a life insur-
ance company and a non-life insurance company for EUR 220 million. Under the two 
joint ventures, life and general insurance products will be distributed through Banco 
Santander’s branch network, and Aegon Spain will provide the back-office services to 
the companies.

In 2011, Banco Santander also signed a 25-year strategic distribution arrangement with 
Zurich Financial Services Group in Latin America. Zurich acquired a 51% participation 
in the life insurance, pension and general insurance operations of Santander in Brazil, 
Mexico, Chile, Argentina and Uruguay.

Spain’s largest banks have already completed distribution deals with leading insurers. In July 
2011, Mutua Madrileña purchased a 50% stake in SegurCaixa Adeslas, the non-life insurance 
arm of CaixaBank, making it the largest health insurer in Spain. Meanwhile, BBVA, through 
its 2012 acquisition, Unnim Banc, purchased the remaining 50% of Unnim Protecció, SA 
Insurance and Reinsurance from Reale Seguros Generales. The acquisition represents part of 
BBVA’s strategy to develop its insurance business through its banking network.

Further activity involving midtier banks and insurance partners is expected. In addition, as 
the Spanish economy continues to experience challenges, banks under strain are likely to 
re-examine their insurance interests. However, the sale of an insurance arm to raise capi-
tal – or the creation of a new joint venture with an insurer to enhance revenue – can be 
challenging. In some instances, a bank will have distribution agreements with a number 
of insurers in different geographic zones, and any termination of these relationships could 
result in the bank having to pay penalties to exit existing arrangements.

Strong Fundamentals Remain, Despite Increasing Competition
The Spanish insurance market has contracted somewhat in recent years, although profit 
and solvency fundamentals remain strong. In particular, the weak banking sector is cre-
ating opportunities for life companies.

A.M. Best rates a range of entities in Spain, with all financial strength ratings (FSRs) 

Exhibit 6
Spain Non-Life & Life – A.M. Best Rated Companies
Ratings as of Aug. 16, 2013.

AMB 
Number Company

Issuer 
Credit 
Rating

Financial 
Strength 
Rating

ICR & FSR 
Outlook

083556 Bilbao, Compañía Anónima de Seguros y Reaseguros S.A. 1 a- A- Stable
083565 Compañía Española de Seguros y Reaseguros de Crédito y Caución, S.A.1 a A Stable
086801 Mapfre Global Risks, Compañía Internacional de Seguros y Reaseguros S.A. a A Negative
086277 MAPFRE RE, Compañía de Reaseguros, S.A. a A Negative
085481 Nacional de Reaseguros, S.A. a- A- Stable
085823 Ocaso, S.A. Seguros y Reaseguros a+ A Negative
084142 Seguros Catalana Occidente, S.A. de Seguros y Reaseguros a- A- Stable
056998 Casiopea Re S.A.* a- A- Stable
1All owned by Grupo Catalana Occidente S.A.
* Captive based in Luxembourg, owned by Spanish company Telefónica
Source: A.M. Best Co.,  – Statement File Global
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and issuer credit ratings (ICRs) remaining comfortably within the secure range (see 
Exhibit 6). Negative outlooks are mainly based on the credit risks and stressed 
positions of the companies. However, even when applying all the stress tests for 
the rated entities, the capital positions remain strong. Most rated companies ben-
efit from low or nil financial leverage, which strengthens A.M. Best’s views on their 
financial flexibility.

A.M. Best considers financial indicators for Spanish insurers more robust than those 
in many other European markets. Profit margins remain healthy, despite the country’s  
challenging economic conditions and the emergence of alternative distribution chan-
nels such as the Internet. On a standard basis, capitalisation of companies is strong, with 
no debt leverage issues.

A key risk for Spanish insurers is their exposure to credit risk - in particular to invest-
ments in domestic financial instruments, including sovereign bonds. However, this is 
partially mitigated for companies with life businesses, since they are able to transfer 
some losses to policyholders.

A.M. Best regards consolidation in the industry as a positive, especially if it involves 
smaller, less efficient and dormant companies, which are unable to compete in a more 
dynamic environment. Geographical expansion is also a welcome step and should help 
mitigate domestic economic pressures. However, very few Spanish insurers to date have 
been involved in international business.
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