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Date: 22 February 2005
ARIG profits increase by 235%; to set up Retakaful venture in Dubai
Manama: Keeping in line with the trend of positive results, Arab Insurance Group (Arig) today reported a rise in its net profits for the year 2004 to US$ 26.5 million, up 235% from US$ 7.9 million reported for the year 2003. The annual accounts for 2004 were approved by Arig’s Directors during a Board Meeting at the company’s head office in Bahrain.  Adoption of this result by the shareholders will be sought in the Annual General Assembly scheduled to take place on 30th March 2005. 
The 2004 earnings represent a 16.4% time weighted return on average shareholders’ equity as compared to 6.4% for 2003. The excellent performance has helped Arig to fully eliminate the residual accumulated losses of US$ 23.5 million brought forward from 2003. 

As a result of the increased profits and capital contributions from the Rights Issue of US$ 50 million that was made during the year, shareholders’ equity increased to US$ 223.1 million as against US$ 128.8 million at the beginning of the year. Paid up capital is now at US$ 200 million. The book value of the ARIG share increased 28.4% to US$ 1.13 per share from US$ 0.88 per share at the end of 2003. 

Addressing a press conference to announce the results, Mr Udo Krueger, Chief Executive Officer, said “it has indeed been an exciting and truly rewarding year. We are of course pleased with the substantial increase in profits, but more importantly we derive satisfaction from the successful completion of our strategic restructuring initiatives. With the recent sale of our operations in Egypt and Morocco we have completed the divestments from direct insurance companies.  Our regional and product diversification strategy gains momentum as can be witnessed by the success during the recent renewal season.  All of these contribute to achieving sustainable future growth and profitability, which will help us meet shareholder expectations going forward.”

The sale of the Group’s Moroccan subsidiary, CNIA Assurance, which was completed only after the close of the 2004 accounts is expected to contribute a profit of US$ 22.9 million to the 2005 results.  With past accumulated losses having been fully made good, the shareholders are now well placed to participate in these future earnings. 
Mr. Mathews John, Director-Finance & Investments, added: “Taking into consideration the string of positive news that we have been able to report over the last two years, we see a perceptible change and resurgence in shareholder confidence in the company. If we look at the market price of the Arig share, in 2004 alone, it provided an appreciation of 115.5% to investors. We are indeed very happy to see considerable value being restored to shareholders.” 

During 2004, Arig was able to successfully grow its core reinsurance business volumes by 16% and also register improved underwriting profitability. Commenting on the performance of the reinsurance business, Mr Yassir Albaharna, General Manager – Reinsurance, said, “The success of Arig’s reinsurance operations is reflected in the considerable growth of its book of business and the significant improvement of the combined ratio, an industry measure of underwriting performance, which represents the ratio of all claims and expenses to net premiums earned, exclusive of investment earnings.  Our activities received a welcome boost of confidence half way through the year 2004 when Standard & Poor’s, the international rating agency granted Arig its triple-B (BBB) long-term counterparty credit and insurer financial strength ratings.  Subsequent to this rating announcement all international insurance brokers reinstated Arig as a solid and recommendable security in all of its core markets.” 

Arig will continue to pursue various growth strategies for its reinsurance business. This includes expansion of the life and medical reinsurance portfolios, which have registered strong and profitable growth over the last few years. 
The Arig Board also approved the establishment of a new reinsurance company that will operate in accordance with the principles of Islam (Retakaful).  The intention is to participate in and contribute to the development potential offered by the rapid growth of insurance companies that are exclusively working on the basis of Islamic principles (Takaful insurance).  Already today Arig provides capacity to Takaful insurance companies, however on a conventional basis.  In the future it will be possible to offer Sharia compliant reinsurance covers to these companies.  The new venture is expected to be set up in the Dubai International Financial Centre (DIFC) with a capital of US$ 125 million. Arig will hold 51% interest in the company, with the remaining shares being offered to selected Islamic financial institutions.
Financial Highlights at 31 December 2004
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	2004
	2003

	Gross premiums written
	261,682
	232,665

	
	
	

	Underwriting result
	43,166
	10,145

	
	
	

	Investment income
	50,381
	48,116

	
	
	

	Operating expenses
	37,356
	37,527

	
	
	

	Net profit after taxation and minority interests
	26,533
	7,911

	
	
	

	
	
	

	Investment assets 
	1,098,491
	940,496

	Net technical provisions
	887,640
	857,432

	Shareholders’ equity
	223,103
	128,768

	Total assets
	1,590,801
	1,411,663

	
	
	

	Book value per share (US$)
	1.13
	0.88


- End -








For further information or enquiries, please contact Hamza AlHaddad at 

Corporate Communications Dept., ARIG, on +973 17 544330, Fax +973 17 531155.


