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of the Hannover Re Group

in EUR million 30.6.2002 30.6.2001

Gross written premiums 6 154.3 4526.4
Net premiums earned 33275 2797.6
Net underwriting result (29.1) (184.1)
Net investment income 380.1 4234
Operating profit/loss (EBIT) 284.3 215.7
Net income 146.3 118.8
Investments 11 879.9 12127.2*
Total Stockholders' equity 1662.2 1672.0*
Net underwriting provisions 17 390.5 16984.7*
Earnings per share in EUR** 1.51 1.34
Retention 64.2% 67.4%
Loss ratio* ** 79.1% 86.8%
Expense ratio* ** 21.2% 17.7%
Combined ratio*** 100.3% 104.5%

*  Balance sheet figures as at 31 December 2001
**  Stock split in a ratio of 3 for 1 considered (also for previous year's period)
*** Excluding life and health reinsurance and on the basis of net premiums earned
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In the quarter just-ended your company sustained the consistently favourable trend
of the previous two quarters.

We exploited the market opportunities with respect to both treaty renewals and new
acquisitions in order to write attractive business and enlarge our market share. Despite
a difficult capital market climate we were therefore able to generate EBIT of EUR 110.0
million for the second quarter of 2002. Net income for the quarter totalled EUR 56.2

million. For the first half-year 2002 we recorded EBIT of EUR 284.3 million (same
period in the previous year: EUR 215.7 million). Consolidated net income for the first
half-year amounted to EUR 146.3 million, an increase of 23.2% compared to the same
period in the previous year. This corresponds to earnings per share of EUR 1.51

(EUR 1.34). All four business groups contributed to this favourable overall scenario.

Property and casualty reinsurance continues to be our largest-volume business group.
The prevailing market conditions here are good, especially in the USA. Adhering to
our policy of growing with the cyclical upswing and expanding our market shares, we
were able to almost double our gross premium income in property and casualty re-
insurance in the first half-year relative to the same period in the previous year.

Yet our intensified activities in property and casualty reinsurance by no means imply
that we are neglecting our other business segments. Both life/health reinsurance and
financial reinsurance developed highly satisfactorily following a modest start in the
first quarter. In program business we were able to achieve a very gratifying expansion
of our market position, particularly in the USA.

Our net investment income contracted sharply as anticipated compared to the same
period in the previous year, since in the second quarter we were obliged to take
write-offs of EUR 54.8 million on our portfolio — including EUR 47.6 million on
equities — owing to the depressed state of the capital market. Our modest equity
ratio — which we have kept low since 2001 — and the high quality of our bond port-
folio proved their worth in this time of crisis on the capital markets.

Below the line we are highly satisfied with the result of the second quarter and hence
also with the first half of 2002. The burden of losses associated with the devastating
natural catastrophes in Germany, Austria, Italy and the Czech Republic cannot yet be
quantified. Nevertheless, assuming that the loss experience otherwise remains within
normal bounds and that the situation on the capital markets stabilises, 2002 should
be a good year. I continue to believe that our goal of recouping within three years the
losses associated with the terrorist attacks of September last year is realistic.



On 15 July we implemented a stock split in a ratio of 3 for 1. The purpose of this move
was to improve the liquidity of the share and render it more attractive to smaller in-
vestors. Since the beginning of the year our share has comfortably outperformed the
Dax, MDax and CDax for insurance stocks as well as the unweighted “Reactions®
World Reinsurance Index. Standing at EUR 22.60 on 2 January, the share price peaked
on 27 May at EUR 28.27 EUR (+25.1%). Caught up in the broad-based June price
slide our share slipped back to EUR 24.00. Although this development can be consider-
ed relatively gratifying in the context of the overall market environment, the price level
cannot give grounds for satisfaction. Our share is heavily undervalued; this is reflected
most notably in the low price/earnings ratio — based on a consensus estimate — of
less than 8 for the year 2003. Nevertheless, I hope that our good business prospects
for the near and medium term will be recognised by the market and translated into
an improved price trend.

On behalf of my colleagues on the Executive Board and myself, I would like to sincerely
thank you for your confidence in our company. Your trust is the incentive that drives

us to strive unceasingly for the sustained enhancement of your company’s value.

Yours sincerely,

Wilhelm Zeller
Chairman of the Executive Board
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The Hannover Re Share

The negative trend prevailing on capital
markets in the first three months was sustained
in the second quarter. Stock indices sank to new
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Inthe light of the 3-for-1 stock split all share prices recorded up until 15 July 2002 have been adjusted retrospec-
tively so as to facilitate comparison with current prices.
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The unweighted "Reactions" World Reinsurance Index combines all listed reinsurance companies worldwide.
Our strategic objective is to achieve a price trend that outperforms this benchmark on a 3-year moving average.

record lows, falling even below the level that
immediately followed 11 September. Since the be-
ginning of the year the Dow Jones has surren-
dered about 10% of its value, while the Euro
Stoxx has given back 22%. This downward slide
was further exacerbated in July, as indices re-
treated by up to 35%. Most notably, at the end
of the second quarter (re)insurance stocks ex-
perienced their sharpest declines since the ter-
rorist attacks. The industry index — the CDax for
insurance stocks — had already slipped below
its September low by the beginning of June
2002; in July the insurance sector had given
back as much as 40% of its value compared to
the beginning of the year.

Since the beginning of the year our share
has consistently outperformed the standard
benchmark indices. Especially towards the middle
of the second quarter, when the majority of Ger-
man insurance stocks suffered heavily under
the adverse capital market trend, our share price
held up well. With an increase of 25% relative to
the beginning of the year it reached its highest
price of EUR 28.27 on 27 May. At the end of
the second quarter, however, our share too was
dragged down by the general slump on capital
markets and fell to EUR 24.00. July was the dark-
est month for many shares, including our own:
its price sank to its lowest point for the year to
date on 24 July - touching EUR 19.90 in the
course of the day's trading -, although unlike
comparable stocks it remained well above its
long-time low of September 2001. Furthermore, it
was gratifying to observe that our share recovered
relatively quickly, moving well clear of the EUR 20
threshold and maintaining this level into the
middle of August.

We take as our internal benchmark for a
successful price development not the usual
stock market indices but rather the unweighted
"Reactions" World Reinsurance Index. Since the
beginning of 2002 our share has also consist-
ently outperformed this index. By the end of Ju-
ne the improvement in our share was 12.3 per-
centage points better than this benchmark index.

If we look to the future, the potential of in-
surance stocks — and especially those of rein-



surers — is plain to see: the terrorist attacks served
to streamline the reinsurance sector; smaller
players have disappeared from the market. The
shortage of capacity on the supply side con-
trasts with stronger demand, with the result
that many treaties were renewed under improved
conditions with higher premiums. What is more,
the terrorist events were followed by a rise in the
need for security, leading to a general surge in
demand for reinsurance coverage. For this reason
the reinsurance sector is one of the few industries
that is currently recording appreciable growth.

Although our share has already outper-
formed all benchmark indices in the course of the
year to date, it still offers exceptionally strong
potential. Contrary to warnings released by other
European insurance companies, our profit ex-
pectations for 2002 remain unchanged. The

Share information
in EUR 30.6.2002 2001
Earnings per share (diluted) 1.51* 0.11*

Gross dividend - -

* Stock split in a ratio of 1:3 considered
**incl. bonus of EUR 0.25

*** DVFA earnings per share in accordance with German accounting principles

Security identification number: 840221
Majority shareholder:

Common stock

asat 30 June 2002:

Number of shares

asat 30 June 2002:

Stock split as at 15 July 2002: Ratio 3 for 1
Capital measure
asat 6 June 2002:

Market capitalisation
asat 28 June 2002:

EUR 2,607 million

growth potential offered by the Hannover Re
share is further reflected in an extremely low
price/earnings ratio — based on a consensus
profit estimate of around 8 — for the year 2003.
This assessment is also backed by numerous fa-
vourable analysts' reports.

On 24 May the Annual General Meeting
of our company approved a stock split. This was
implemented as at 15 July 2002 in a ratio of 1:3,
i.e. an investor who previously held ten shares of
Hannover Re now has 30 no-par value shares in
his securities account. The purpose of such a split
is to substantially reduce the stock market price
of a single share and hence render it optically
more "light-weight". This in turn is intended to
increase the liquidity of the share and thereby
stimulate demand.

2000 1999 1998 1997

12.38 6.86 5.83 3.13%%*
2.30 2.05 1.94 1.74
1.09** 0.86 0.24 0.24
3.64* 291 2.18 1.98

HDI Haftpflichtverband der Deutschen Industrie V.a.G. (75%)
EUR 97,163,.928.00
97,163,928 no-par value registered shares

Increase of capital stock by EUR 14,365 382.11
out of company funds without issuing new shares



Business development

Hannover Re again recorded a highly satis-
factory development in all its business groups in
the second quarter. The advantageous market
climate in property and casualty reinsurance,
which had prevailed since the last quarter of the
previous year, continued unabated in the second
quarter of 2002. Despite the difficult state of the
capital markets we succeeded in accomplishing
our goals. Gross written premiums across all
four segments totalled EUR 2,974.7 million in
the second quarter. For the first half-year as a
whole they reached EUR 6,154.3 million, an in-
crease of 36.0%; this growth would be 3.4 percent-

Property and casualty reinsurance

Gross written premiums in property and
casualty reinsurance amounted to EUR 1,589.7
million in the second quarter, while net pre-
miums earned totalled EUR 813.0 million. For
the first half-year as a whole gross written pre-
miums reached EUR 3,334.2 million (EUR 1,747.8
million). This corresponds to growth of 90.8%
compared to the first half of 2001. Net premiums
earned rose to EUR 1,829.4 million (EUR 1,208.7
million). In the second quarter we again system-
atically pursued our strategy of growing with the
cyclical upswing. Yet our primary focus here is
not on volume growth, but rather on enhancing
the profitability of the portfolio. We thus suc-
ceeded in improving the underwriting result for
the first half-year from -EUR 57.6 million in the
previous year to EUR 80.3 million in the re-
porting period. A number of major individual
losses were incurred in the second quarter; the
resulting strain totalled EUR 41.5 million, cor-
responding to 5.1% of net premiums. The com-
bined ratio was 100.0% for the second quarter
of 2002 and 96.2% for the first half-year as a
whole. This corresponds to an improvement of

Life and health reinsurance

Life and health reinsurance continued to
develop as planned in the second quarter of
2002; gross written premiums totalled EUR
520.9 million, while net premiums earned were

age points higher if changes in exchange rates
were factored out. EBIT for the second quarter
totalled EUR 110.0 million, while net income for
the quarter amounted to EUR 56.2 million. In
relation to the entire first half-year we therefore
generated EBIT of EUR 284.3 million (same peri-
od in the previous year: EUR 215.7 million). This
enabled us to show consolidated net income of
EUR 146.3 million (EUR 118.8 million). Earnings
per share for the first half-year stood at EUR 1.51
(EUR 1.34). We thus again achieved our target
of increasing each of the aforementioned par-
ameters by a double-digit margin.

8.9 percentage points relative to the first half
of 2001.

Based on the information currently available
to us, the loss reserves that we established for
the terrorist attacks of 11 September 2001 con-
tinue to be sufficient. We are less susceptible to
reserve increases made by our clients due to the
fact that our portfolio is composed predomin-
antly of non-proportional treaties and our par-
ticipations are therefore subject to clear limits.
Overall, then, despite a difficult capital market
climate we generated second-quarter EBIT of EUR
50.7 million in property and casualty reinsurance;
in relation to the first half-year EBIT amounted
to EUR 196.2 million (EUR 137.2 million). We
thus generated quarterly net income of EUR
14.8 million and net income of EUR 90.7 million
(EUR 69.1 million) for the first half-year. This
corresponds to an increase of 31.3% compared
to the first half-year 2001. Earnings per share in
property and casualty reinsurance totalled EUR
0.93 (EUR 0.78) as at 30 June 2002.

in the order of EUR 281.5 million. Gross written
premiums for the first half-year as a whole grew
to EUR 1,098.5 million (EUR 1,076.9 million),
although net premiums earned declined slightly



to EUR 797.3 million (EUR 813.8 million). EBIT
reached EUR 15.6 million for the second quarter
and EUR 22.5 million (EUR 23.8 million) for the
first half-year as a whole. Net income for the
quarter increased to EUR 12.6 million; it totalled
EUR 15.3 million (EUR 13.6 million) for the first
half-year. This corresponded to earnings per
share for life and health reinsurance of EUR 0.16
(EUR0.15) as at 30 June 2002.

The half-year result in life and health rein-
surance does not provide a reliable indication of
the year-end result. This is due to the fact that

Program business

As was already demonstrated by the first
quarter, the process of consolidation in program
business has proven successful. The business trans-
acted by Clarendon Insurance Group, New York,
recorded a gratifying performance, while the cul-
tivation of profitable programs in countries out-
side the USA also developed as planned.

Gross written premiums in the second quar-
ter totalled EUR 576.5 million and net premiums
earned amounted to EUR 193.9 million. For the
first half-year as a whole we generated gross
written premiums of EUR 1,216.8 (EUR 1,165.0

Financial reinsurance

Gross written premiums in financial reinsur-
ance totalled EUR 287.6 million in the second
quarter and EUR 504.7 million (EUR 536.7 million)
for the first half-year as a whole. Net premiums
earned were in the order of EUR 198.6 million in
the quarter just-ended and EUR 304.9 million
(EUR 503.8 million) in the first half-year 2002. We
thus generated EBIT of EUR 20.4 million and
EUR 28.9 million (EUR 31.9 million) on a quarter-
ly and half-yearly basis respectively. Net income
totalled EUR 14.9 million for the quarter and

premiums for life reinsurance treaties with finan-
cing components, the area in which our activities
are concentrated, tend to accrue increasingly to-
wards the end of each year. In our experience,
therefore, the development of premiums and re-
sults is considerably more favourable in the
third and fourth quarters than in the first half of
the year.

million) and net premiums earned of EUR 395.9
million (EUR 271.3 million); the level of premiums
retained increased sharply compared to the same
period in the previous year from 25.3% to 35.8%.
EBIT stood at EUR 23.3 million in the second
quarter and EUR 36.8 million (EUR 22.8 million)
for the first half-year as a whole. We generated net
income of EUR 13.9 million for the quarter and
EUR 19.3 million (EUR 12.0 million) for the first six
months. Compared to the first half-year of 2001
we thus increased net income by 60.8% and as at
30 June 2002 the program business segment
showed earnings per share of EUR 0.20 (EUR 0.14).

EUR 21.0 million for the first half-year (first half-
year 2001: EUR 24.1 million). Earnings per share
as at 30 June 2002 in the financial reinsurance
segment amounted to EUR 0.22 (EUR 0.27). As in
life and health reinsurance, however, the trend in
premiums and results in the first half-year does
not provide a pointer to the development for the
year as a whole. As a general rule, demand for fi-
nancial reinsurance arrangements grows towards
the end of the year.



Net investment income

We did not succeed in entirely divorcing our-
selves from the development of the market. In the
second quarter of 2002 we generated net invest-
ment income of EUR 192.3 million; the figure for
the first half-year as a whole was EUR 380.1 mil-
lion, i.e. EUR 43.3 million less than in the first half
of 2001. Our decision to reduce our equity ratio
at the beginning of 2001 to a very low level -
measured by multi-year standards — of currently
around 7% proved justified and we also benefited

Outlook

Subject to a major loss burden in line with
the multi-year average and normal conditions
on capital markets, we are confident that we
shall succeed in generating a very good overall
result for the year.

The trend in property and casualty
reinsurance has been highly gratifying since
the fourth quarter of 2001. We expect the fa-
vourable market situation described above will
be sustained beyond 2002.

The development of life and health rein-
surance in the first two quarters was within the
bounds of our expectations. It is our assumption
that the second half-year will bring the accus-
tomed expansion of our premium volume and
earnings, and the year-end result in this busi-
ness segment will be on the anticipated level.

The development of program business in
the first half-year shows that we are on course
to follow on from past successes. Clarendon will
continue to expand its position in US program
business and will safeguard its success with the
aid of infrastructure measures and controlling
systems. The cultivation of program business in
other countries is to be systematically pursued.
Against the backdrop of these developments
we expect a gratifying performance from this
segment in the current year.

In financial reinsurance the demand for
bespoke solutions is still growing. It is our assump-
tion that the volume of business will expand as
the end of the year approaches, although we do

from the high quality of our portfolio of our corpor-
ation bonds. Nevertheless, write-offs totalling
EUR 54.8 million - thereof EUR 47.6 million on
equities — were necessary in the second quarter
due to likely permanent diminutions in value. The
corporate insolvencies of recent months played
only a minor role in this regard. The write-down
required as a consequence of the WorldCom in-
solvency, for example, amounted to just EUR 6
million.

not anticipate growth rates on a par with pre-
vious years. We expect another highly satisfac-
tory result for the year.

Ordinary investment income is likely to
show a favourable trend owing to the increased
volume of investments. Assuming that the mar-
ket develops along normal lines, our portfolio
structure should also protect us against any un-
welcome surprises. Given the present volatility
of the markets, however, it is scarcely possible
to make any forecasts with respect to our net
investment income.

The most recent natural catastrophes in
Germany, Austria, Italy and the Czech Republic
have caused devastating economic losses, al-
though only portions thereof were insured. It is
too early to make reliable estimates of the precise
burden of losses. Nevertheless, we anticipate that
the strain for our account will be within the
multi-year average for catastrophe losses.

In the light of the trends and expectations
outlined above, we stand by our assessment to
date: we are targeting EBIT in excess of EUR 600
million. EBIT on this scale would produce net
income for the year of around EUR 300 million
and earnings per share of more than EUR 3.
With the exception of the special tax effects
recorded in 2000, this would be the highest net
income in the history of Hannover Re.



of Hannover Re



Assets

Figures in EUR thousand

Fixed-income securities — held to maturity

Short-term investments

Total investments without cash
Cash

Total investments and cash

Prepaid reinsurance premiums

as at 30 June 2002

10

30.6.2002

396179

607 227
11116 363
763 582
11 879 945
959 964

32928935

31.12.2001

284 070

622 569
11 296 527
830659
12127 186
910 068

32 647594



Liabilities

Figures in EUR thousand 30.6.2002 31.12.2001

Loss and loss adjustment expense reserve 18596 042 18859679
""" Policy benefits for life and health contracts 3786102 3908584
,,,,, Uneamedpremmmreserve 278]2]8 23]2432
,,,,, Prov1s|onforcontmgentcomm[ssmn ”8964 ]44228
,,,,, 0 thertechnwa]prows.ons ]0282 35323
,,,,, Remsurancepayame ]687626 ]336760
,,,,, Fundshe[dunderremsurancetreat]es 1691312 ]744536
,,,,, c ontractdepos|ts 283017 251250
..... Mmont[es 304555 3078]1
..... o ther||ab|||t|es 452153 450673
Taxes ............................................................................................................................... 77741 ................ 99070 .....
..... Prov1s|onfordeferredtaxes 502024 588555
..... Notespayab]e 755174 797148
..... 5 urp[usdebenture ”9532 ”9517

Total liabilities 31266742 30975566

Stockholders' equity
........ Commonstock 97164 82799
........ Nom|na|va|ue97164Authonsedcap|ta|13461
Add|t[ona|pa|d]ncap|ta| .............................................................................................. 37445] 388815 .....

Unrealised appreciation/depreciation of investments,

net of deferred taxes 13317 31164
........ Cumulat|vefore|gncurrencyconversmnadjustment
net of deferred taxes (107 160) (58192)
"""" Other changes in cumulative comprehensive income ~~~~ (15430)  (15893)
Total comprehensive income (109 273) (42921)

Retained earnings

Beginning of period 1243334 1232615
........ Netmcome ]45342 ”084
........ D|V|dendpa|d . (59990)
........ OtherChanges (89825) 59625
................................................................................................................................. e9set a3 334

Total stockholders' equity 1662193 1672028

32928935 32647594
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for the 1st and 2nd quarter of the 2002 financial year

Figures in EUR thousand 1.4.-30.6.2002  1.1.-30.6.2002  1.1.-30.6.2001

Gross wrltten premlums 2974735 6154 259 4526395
‘,.CEded Wr|tten prem]ums IS TS UE RO USRI ]444927 .............. 2201646 ........ 1476948 ,,,,,,,,,,
Wchange . grossuneamed premmms UNIOROORO (98935) (682794) ......... ( 301991) ,,,,,,,,,,
mchange . ceded uneamed premmms SO US 56]23 ................... 57643 ............. 50]27 ,,,,,,,,,,

Net premiums earned 1486 996 3327462 2797583

Ordinary lnvestment income 245730 477 300 419698
‘,.Reahse(j gams . mvestmem;s IUNURUIUNORUIOIUIOROOO 3490] ................... 7333] ............. 75]89 ,,,,,,,,,,
”'Reahsed |osses . mvestmem;s ST UURRUROO 8494 .................. 67806 ............. 63779 ,,,,,,,,,,
“.Unreallsed gams and Iosses on mvestments .. (17311) ................ ( 15061) 10385 """""""
‘,.Othermvestmem expenses USSR 62508 .................. 87684 18052 ,,,,,,,,,,

Net investment income 192318 380080 423 441

Other technical income 2956 12124 6776

Total revenues 1682270 3719666 3227800

Claims and claims expenses 1264555 2593325 2284434
Change in pollcy beneﬁts for ||fe and health contracts . (14186) ................. 72240 .......... 103897 """"""
 Commission and brokerage ~ l60584 528561 461122
”'Otheracqumt.on Costs SEUNUUIPRUOOURUIOOOIUNOOON (]405) .................... ]294 ]377] ,,,,,,,,,,
”.Othertechmca[ expenses ISTOURUIONUUNOUIORUNOOOOOO 3252] ................... 58599 ............. 4627] ,,,,,,,,,,
“.Admm|5trat|ve xpenses SO U ST TSRO 6]339 ................ ]]471] ............. 78936 ,,,,,,,,,,

Total technical expenses 1503 408 3368730 2988431

Other income and expenses (68901) (66 589) (23 681)

Operating profit/loss (EBIT) 109 961 284347 215688

Interest on hybrid capital 14842 30232 26194

Net income before taxes 95119 254115 189 494

Taxes 36545 86 101 59520
‘,.Mmomymterest ISTOSUIOUUNUNUIUOURTOUOIUIOTORIUUOOOOORON (2355) ................ ( 21672) ........... (”2]5) ,,,,,,,,,,

Net income 56219 146 342 118759
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Figures in EUR thousand 14.-30.6.2002  1.1.-30.6.2002  1.1.-30.6.2001

Other comprehensive income

Net unrealised appreciation/

depreciation of investments 26365 (17 847) (67 684)
“““ Cumulative foreign currency conversion adjustments ~ (49379)  (48968) (38609)
..... Othercompmhenswemcome (5938)463 1018
Net comprehensive income 27 267 79990 13484

Earnings per share

Earnings per share in EUR* 0.58 1.51 1.34

Diluted earnings per share in EUR* 0.58 1.51 1.34

* Stock split in a ratio of 3 for 1 considered (also for previous year's period)
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ME N as at 30 June 2002

Figures in EUR thousand 1.1.-30.6.2002 1.1.-31.12.2001

1. Cash flows from operating activities

Consolidated net income (after tax) 146 342 11084
,,,,,,,, Appreaatlon/depreuatlon I 00
,,,,,,,, NetreallsedgamsandIossesonmvestments (5525) (55953)
,,,,,,,, i S (5]23) (2650)
,,,,,,,, Changesmfundsheld (616371) (2179236)
"""" Changes in prepaid reinsurance premiums (net) 537906 603500
,,,,,,,, Changes|ntaxassets/provmonsfortaxes e, 0 (2]2995)
,,,,,,,, Changesmbeneﬂtreserves(net) D, 0 e
,,,,,,,, Changesmclalmsreserves(net) e R e
,,,,,,,, Changesmdeferredacqw5|t|0ncosts (249019) (482738)
,,,,,,,, Changesmothertechmcalprovmons (55572) (89396)
,,,,,,,, Changesmclearmgbalances (562960) e |
,,,,,,,, Changesmotherassetsand I|ab|[[t|es(net) (”9303) B

Cash flows from operating activities 549014 1123960

Income taxes paid (-)/refunded (+) (16198) (97 620)
........ i‘rii‘.é‘ré's't'béi'd” (74500) (88554)

1. Cash flows from investing activities
Fixed income securities — held to maturity

Maturities 2689 15705
e (120000) ..................... (31745) ......
........ e R
............ e |
g s ( 2363615) ................ (4986378) ......
........ Eqmtysecurltles—avallable o R
............ gt RN
s (181999) ................... (400488) ......
........ R, 00 e
............ R e e
s (126322) ................... (300176) ......
........ Afﬁl[atedcompamesandpartlupatlng o R
............ e
............ Acqmsmons (15700)(53939)
........ e 00
............ . 000
............ Acqmsmons (1309)(84360)
........ I, 000
............ Changes (31213)(151176)
........ Otherchanges(net) (55584)(7972)

Cash flows from investing activities (702 368) (1451 158)
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Figures in EUR thousand 1.1.-30.6.2002 1.1.-31.12.2001

I1I. Cash flows from financing activities

Inflows from capital increases - 209 644
.......... Netchangesmcontractdep051ts - e
.......... D|V|dendpa|d —(69990)
.......... Changesmnotespayab[e - T
.......... Otherchanges - e

Cash flows from financing activities 34663 677108

IV. Exchange rate differences on cash 51614 (1513)
Change in cash and cash equivalents (1.+IL+I1L.+IV.) (67 077) 348397
Cash and cash equivalents at the beginning of the period 830659 482 262

..... c hangemcashandcashequwalents
according to cash flow statement (67 077) 348397
Cash and cash equivalents at the end of the period 763 582 830659

15



MENTAL REPOR as at 30 June 2002

In the following table we have allocated the underwriting assets and liabilities as at 30 June 2002 and
31 December 2001 to our business segments after eliminating intergroup transactions across segments.

Segmentation of underwriting assets and liabilities

Property/ Property/ Life/ Life/

Figures in EUR thousand casualty reinsurance casualty reinsurance health reinsurance health reinsurance
30.6.2002 31.12.2001 30.6.2002 31.12.2001

Assets
,,,,, Prepa|dremsurancepremmms 23”59 ]35664 452 503
..... Deferredacqu1s|t|oncosts(net) 289632 218873 10]0054 889”7
..... Remsurancerecoverablesonbeneﬁtreserves D 528572 493650

Reinsurance recoverables on incurred claims

and others 3430871 3309175 154 275 187 807
,,,,, FundShe[dbycedmgcompames 197884 376714 276168] 3007960
Total underwriting assets 4149 546 4040426 4 455034 4579037
Liabilities
,,,,, Lossand|ossad]ustmentexpen5ereserve 9762322 ]0]20457 ]0]2238 1087888
,,,,, Pol[cybeneﬁtsfor]]feandhealthcontracts ] 3786]02 3908584
..... Uneamedpremmmreserve ]448976 1016839 28”4 ]5926
..... o thertechmca]prowsmns ”3790 ]35574 22679 36651
..... Fundshe[dunderre|n5urancetreat|es 935765 735653 271609 33]4]8
Total underwriting liabilities 12260853 12008523 5120742 5380477
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Program business Program business Financial Financial Total Total

reinsurance reinsurance
30.6.2002 31.12.2001 30.6.2002 31.12.2001 30.6.2002 31.12.2001

701 740 773 901 26613 = 959 964 910 068
............... 82349 868795849 ]590 1387884 ]]96459
- e - e 528572 ......................... 493650 ...........

2 295 361 2 540 021 536 020 834777 6416527 6871780
................ ] 0095 346933975768 3731432 6945428 7]50799
3089 545 3435494 4544 250 4567799 16238 375 16622 756
.......... 3085251 3107002473623] 4544332 18596042 18859679
- e - e R 3786102 ...................... 3908584 ...........
.......... 1039226 ]]53975264902 ]2569] 2781218 2312432
............. (12628) 28415405 4475 129245 ]79551
............. 299539 309520184399 367945 1691312 ]744536
4411 388 4573339 5190937 5042 443 26983 920 27004 782
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as at 30 June 2002

Segmental statement of income

Property/ Property/ Life/ Life/

Figures in EUR thousand casualty reinsurance casualty reinsurance health reinsurance health reinsurance
1.1.-30.6.2002 1.1.-30.6.2001 1.1.-30.6.2002 1.1.-30.6.2001

Gross written premiums 3334200 1747762 1098 503 1076938
..... Netprem[umseamed ]829422]2087]77972668]3789
..... c[mmsandda]msexpenses ]303225967508592109562423
..... changempo||cybeneﬂtsfor||feand
health contracts - - (72 240) (103 897)
,,,,, Comm|55|onandbrokerageandother
technical income and expenses 393 241 263106 146 525 222979
.... |nvestmentmcome 15304620895671830]2]269
.... A dm|mstrat|veexpenses 526]7356682089724199
,,,,, Othermcomeandexpenses (37162)(14195)(14817)2264
Operating profit/loss (EBIT) 196 223 137196 22508 23824
Interest on hybrid capital 22115 18 540 2410 3121
Net income before tax 174108 118 656 20098 20703
Taxes 63777 43845 6264 6504
,,,,, Mmontymterest (19609)(5706)1481(633)
Net income 90722 69 105 15315 13566
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Program business Program business Financial Financial Total Total

reinsurance reinsurance
1.1.-30.6.2002 1.1.-30.6.2001 1.1.-30.6.2002 1.1.-30.6.2001 1.1.-30.6.2002 1.1.-30.6.2001

1216842 1165006 504714 536 689 6154259 4526395
.............. B oo R e I
.............. . o R

- - - - (72 240) (103 897)

31877 27145 4687 1158 576 330 514388
................ N o DR
................ B e
.............. L B B B

36757 22784 28859 31884 284347 215688

4786 2601 921 1932 30232 26194

31971 20183 27938 29952 254115 189 494

11171 7343 4889 1828 86101 59520
................ B o B v R

19274 11961 21031 24127 146 342 118759
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1. General accounting principles

The parent company of Hannover Riickversicherungs-Aktiengesellschaft (Hannover Re) is HDI Haft-
pflichtverband der Deutschen Industrie V.a.G. (HDI). HDI is obliged to prepare consolidated annual ac-
counts in accordance with §§ 341 i et seq of the German Commercial Code (HGB). The annual financial
statements of Hannover Re and its subsidiaries are included in these consolidated annual accounts. We
have prepared our own consolidated financial statement, although there is no legal obligation to do so,
in order to show the activities of the Hannover Re Group.

The consolidated financial statement of Hannover Re has been drawn up fully in accordance with United
States Generally Accepted Accounting Principles (US GAAP).

All Statements of Financial Accounting Standards (SFAS) issued by the Financial Accounting Standards
Board (FASB) on or before 30 June 2002 with binding effect for the 2002 financial year have been ob-
served in the consolidated financial statement.

The quarterly results of reinsurance companies, including our results, are for various reasons not a reli-
able indicator for the results of the financial year as a whole. Losses from natural catastrophes and other
major losses have a disproportionate impact on the result of the reporting period in which they occur. Fur-
thermore, late reported claims for major loss complexes can also lead to substantial fluctuations in indi-
vidual quarterly results. Gains and losses on the disposal of investments are accounted for in the quarter
in which the investments are sold.

2. Accounting principles including reporting and valuation methods

The quarterly accounts included in the consolidated financial statement were drawn up as at 30 June
2002. The reader is also referred to the corresponding information contained in the consolidated
financial statement drawn up as at 31 December 2001.

3. Consolidated companies and consolidation principles
3.1 Consolidated companies

The consolidated financial statement includes Hannover EURO Private Equity Partners [ GmbH & Co.
KG, Hannover (the participation in the company amounts to 52.8%). HDI Immobilienfonds Nr. 4
Niirnberg Bucher KG, Munich/Germany was wound up and the company's assets were transferred to
Hannover Re. For further details of the consolidated companies the reader is referred to the corresponding
information in the consolidated financial statement drawn up as at 31 December 2001.

3.2 Capital consolidation

At the end of June 2001 the Financial Accounting Standards Board (FASB) adopted the accounting
standards SFAS 141 "business combinations" and SFAS 142 "goodwill and other intangible assets".
Hannover Re has applied these rules with effect from 1 January 2002. Scheduled depreciation on
goodwill was therefore omitted. No unscheduled depreciation was necessary on the basis of the
initial application of these standards.
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3.3 Debt consolidation

Receivables and liabilities between the companies included in the consolidated financial statement
were offset against each other.

3.4 Consolidation of expenses and profit

The effects of business transactions within the Group were eliminated.

4. Acquisitions/new establishments
4.1 Hannover EURO Private Equity Partners Il GmbH & Co. KG (HEPEP)
HEPEP commenced business operations on 28 January 2002. The company has capital resources of

EUR 8.52 million, in which Hannover Re and E+S Riick each hold participations of 35.21%. The object
of the company is to build, hold and manage a portfolio of assets.

5. Notes on the individual items of the balance sheet and statement of
income

5.1 Investments including income and expenses

Investments were valued in accordance with SFAS 115 (accounting for certain investments in debt

and equity securities). The allocation and valuation of investments are guided by the investment in-

tent.

Fixed-income securities classified as held to maturity are valued at purchase costs plus/minus amort-

ised costs. The amortised costs derive from the difference between the nominal value and purchase

cost and they are spread over the time to maturity of the fixed-income securities.

Fixed-income securities classified as available for sale are valued at fair value. The difference bet-
ween the fair value and amortised cost is booked to other comprehensive income.

Trading securities are valued at fair value. The difference between the fair value and amortised cost
is recognised within the statement of income.

Securities whose fair value falls permanently below purchase cost are written down to current value
and recognised within the statement of income.

The other investments primarily consist of shares in private equity limited partnerships.
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Amortised costs and unrealised gains and losses on the portfolio of investments classified as held to
maturity

30.6.2002 Cost or —— Unrealised ——

. . amortised ains losses Fair value
Figures in EUR thousand Cost 7

Investments held to maturity

US Treasury Notes 28037 1771 - 29808
....... Otherforelgngovernmentdebtsecunt[es 201552_2058
....... Corporatesecunt.es 2423227858208249972
....... Assetbackedsecunnes 860553769_89824
....... Othersecunnes 37749]8237737554

Total 396179 13632 585 409 226

31.12.2001 Cost or —— Unrealised ——

. . amortised ains losses Fair value
Figures in EUR thousand cost ?

Investments held to maturity

US Treasury Notes 32893 1573 - 34 466
....... Otherfore]gngovemmentdebtsecu”t[es 228973_2362
....... Corporatesecunnes ]742388250299182]89
....... Assetbackedsecunugs 5603]3862_59893
....... Othersecunues 186193518918466

Total 284070 13794 488 297 376
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Contractual maturities of the fixed-income securities in the held-to-maturity portfolio, available-for-sale
portfolio and trading portfolio as at the balance sheet dates of 30 June 2002 and 31 December 2001

30.6.2002 31.12.2001
Cost or Cost or
amortised Estimated amortised Estimated
cost fair value cost fair value

Figures in EUR thousand

Held-to-maturity

Due in one year 2104 5121 7950 7978
..... Duea&eronethroughﬁveyears 209375 220700 197570 206654
..... Duea&erﬁvethmughtenyears ]6]382 ]6]93] 75095 64465
..... Duea&ertenyears 22868 2]474 3355 18279

Total 396179 409 226 284070 297376

Available-for-sale

Due in one year 772 490 774363 800 467 799 807
“““ Dueafterone through fiveyears 4025018 4069666 4571102 4631074
“““ Dueafterfivethroughtenyears 2265975 2293489 1815000 1859462
..... Duea&ertenyears ]149747 ”24529 ”63738 ”32535

Total 8213230 8262 047 8350307 8422878

Trading

Due after one through five years - - 7832 7878
,,,,, Dueaﬂerﬁvethroughtenyears D 38789 39016

Total = = 46620 46 895

The actual maturities may in individual cases diverge from the contractual maturities because borrow-
ers may have the right to call or prepay obligations with or without penalty.
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Amortised costs and unrealised gains and losses on the portfolio of investments classified as avail-
able for sale and trading

Cost or —— Unrealised ——
amortised gains losses Fair value
cost

30.6.2002

Figures in EUR thousand

Available-for-sale portfolio

Fixed-income securities

Government debt securities of EU

member states 1811174 17536 8999 1819711
....... USTreasurYNOtes ]354735321763193]3937]9
....... Otherfore]gngovemmentdebtsecum[es 402626623]3837405020
....... Corporatesecuntles 3]6827666854675323]67598
....... AssetbaCkedsecuntleS 7533642276320300755827
Frommvestmentfunds ............................................. 448076 ................. 828 ........................ . 448904 .....
....... Othersecumles 26497863283827]268

8213230 152716 103 899 8262047

Dividend-bearing securities

Equities 279586 23035 22 997 279624
Frommvestmentfunds ............................................. 768820 .............. 3233]45070626983 .....
....... Otherdw.dendbearmgsecunues ”06566_]672

1049512 26 834 168 067 908 279
Short-term investments 607 227 - - 607 227
Total 9869 969 179 550 271966 9777553

Available-for-sale portfolio
Dividend-bearing securities

Derivatives - 5406 - 5406
Total - 5406 - 5406
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Cost or —— Unrealised ——
amortised gains losses Fair value
cost

31.12.2001

Figures in EUR thousand

Available-for-sale portfolio

Fixed-income securities

Government debt securities of EU

member states 1696 999 20010 8453 1708 556
USTreasuryNOtes ]38]566 ........... 39156 ................ 2 435 ........... ]418287 .....
"""" Other foreign government debt securities 383918 8075 14393 377600
....... (:orporatesecunnes 3284752 98]43 543783318527
....... Assetbackedsecunnes 7883]6 ]5]38 16692786752
........ F rommvestmentfunds 552144 e 5545556599
....... Othersecunnes 252602 4930 985255547

8350307 185452 112881 8422878

Dividend-bearing securities

Equities 309 407 33027 21089 321345
........ F rommvestmentfunds 746787 884 47993599678
....... Otherd|v|dendbeanngsecunt[es 728 e 300428

1056922 33911 69 382 1021451
Short-term investments 622 569 - - 622 569
Total 10029798 219363 182263 10066 898
Trading portfolio

Fixed-income securities

Corporate securities 46 620 275 - 46 895
Dividend-bearing securities

Derivatives - 9287 408 8879
Total 46 620 9562 408 55774
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Investment income

Figures in EUR 30.6.2002 30.6.2001
Real estate 16 809 12687
Dmdend 5 ............................................................................................... 2 4 322 .................. 4 3383 ........
© Ordinary investment income on fixed-income securities 243941 236550
Oth ermcome ......................................................................................... 192228 ................ ]27078 ........
Ordinary investment income 477 300 419698
Realised gains on investments 73331 75189
Rea ||sed |055e5frommvestments ................................................................... 57 806 .................. 63 779 ........
Umea||5edgamsand|osse5 (15051) .................. ]0385 ........
Othermvestment expenses .......................................................................... 8 7584 .................. ]8052 ........
Total investment income 380080 423 441
5.2 Staff

The number of staff at the companies included in the consolidated financial statement of the Hannover
Re Group was 1,868 (31.12.2001: 1,780). Of this number, 705 (31.12.2001: 707) were employed in
Germany as at the balance sheet date. The majority of staff were employed at the consolidated Group
companies abroad.

5.3 Stockholders' equity and minority interests

The stockholders' equity is shown as a separate component of the financial statement and is in accord-
ance with SFAS 130 (reporting of comprehensive income). The stockholders' equity comprises not
only the net income deriving from the statement of income but also the changes in the value of asset

and liability items which do not impact the statement of income.

Minority interests are established in accordance with the shares held by companies outside the Group
in the stockholders' equity of the subsidiaries.

Authorised capital of EUR 0.8 million is available for the issue of employee shares until 31 August 2002.
In addition, authorised but unissued capital of EUR 12.7 million is available until 1 July 2004.

The common stock was increased as of 6 June, 2002 by EUR 14.4 million through a conversion out of
the additional paid-in capital.
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Consolidated statement of changes in stockholders' equity

Change in Group stock-
30.6.2002 e Capital the current Change in  Group stock-

holders'

increase/  period less  retained holders' equity incl.

additions deferred earnings equity minority
taxes interests

Minority

Figures in EUR thousand at 1 January interests

Common stock 82799 14 365 = = 97 164
s A dd|t|ona|pa[dmcap[ta] .............................................. 388816 ....... (14355) B R 37445]
e c umu|at|vecomprehens|vemcome ................................ (4292]) ................. | (66352) | (109273)
s T reasurystOCk ............................................................................ |l 1 1 | -
Retained earnings 1243334 - - - 1243334
Netmcome ............................................................................ |l | ]46342 145342
D]v|dend5pa|d ....................................................................... |l N e -
S OtherChangeS ....................................................................... |l | ( 89825) .......... (89825)
Total 1672028 - (66 352) 56517 1662193 304555 1966 748

Change in Group stock-
31.12.2001 Balanceas . Capital  thecurrent  Changein Group stock- holders'

increase/  period less  retained holders' iy equity incl.

Figures in EUR thousand at 1January 4 qditions deferred earnings equity interests minority
taxes interests

Common stock 75493 7306 - - 82799
s A dd|t|ona|pa[dmcap[ta] 20]794 ...... ]87022 R e 388815
e c umu|at|vecomprehens|vemcome ................................... 6 3477 ................. N ( 106398) R (42921)
e T reasurystOCk ............................................................................ N - 1 | -
Retained earnings 1232615 - - - 1232615
Netmcome ............................................................................ N N ”084 ............. ] 1084
D1v|dend5pa|d ....................................................................... B N : 69990) .......... (69990)
S OtherChanges ....................................................................... B B 69625 69525
Total 1573379 194328 (106398) 10719 1672028 307811 1979839
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6. Other notes

6.1 Contingent liabilities

Hannover Re has secured by guarantee a surplus note in the amount of USD 400.0 million issued in
the 1999 financial year by Hannover Finance Inc., Wilmington/USA.

As security for our technical liabilities to our US clients, we have established a master trust in the USA.
As at the balance sheet date this master trust amounted to EUR 1,505.4 million (31.12.2001: EUR
1,403.6 million). The securities held in the master trust are shown as available-for-sale investments.

As security for our technical liabilities, various financial institutions have furnished sureties for our

company in the form of letters of credit. The total amount of the letters of credit as at the balance
sheet date was EUR 3,097.7 million (31.12.2001: EUR 3,314.4 million).
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