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The crisis on international capital markets intensified in the third quarter on a previously
undreamt-of scale. Difficulties at high-profile banks caused confidence in the financial
markets to plummet; the markets were also rocked by the steps that had to be taken to
rescue the largest insurance group in the United States. The relief packages assembled by
governments in the major industrialised nations to restore lost confidence have hitherto
enjoyed only limited success.

What are the implications of this global crisis for your company? Unlike the banks, Han-
nover Re is not faced with any liquidity or refinancing problems. However, as a major
investor with an asset volume of some EUR 20 billion - around 8 percent of which was
held in stocks up until 30 September — we too are of course impacted by the current
turmoil on equity markets. Despite our conservative investment strategy - all companies
belonging to the Hannover Re Group are governed by investment guidelines that limit
exposure to individual issuers — we were compelled to take further significant write-
downs in the third quarter, specifically on equity holdings. As a result, our investment
income was more than halved. Since losses incurred on equities are not tax-deductible,
the result for the first nine months is negative. We have provided you with advance

information in this regard.

What does this mean for the full 2008 financial year? As you are aware, the conditions
set for attainment of our profit target were twofold: firstly, that capital markets rally and,
secondly, that the burden of catastrophe losses and major claims does not significantly
exceed the expected level of 10 percent of net premium in non-life reinsurance. Neither
of these conditions has been met: not only did capital markets fail to recover during the
third quarter, they experienced another sharp deterioration; what is more, our burden of
catastrophe losses is higher than expected. Consequently, we have indicated in an ad hoc
announcement that on account of the current environment we shall not be able to
achieve our originally envisaged profit target. For the fourth quarter - given a normal
catastrophe loss experience - we consider a break-even result to be attainable.

That the long-term financial strength of your company remains robust despite the decline
in earnings is also confirmed by the rating agency Standard & Poor’s, which reaffirmed
our very good rating of "AA-" with stable outlook after we had issued the profits warn-
ing.



Letter of the Chairman of the Executive Board

With this in mind, we are well poised to profit from positive developments on the rein-
surance markets. For it is the case that the crisis on capital markets also opens up oppor-
tunities for our company, as a reinsurer: the capital depletion suffered by primary insur-
ers will lead to rising demand for reinsurance. Consequently, the market should bottom
out more quickly than previously anticipated. Overall, we are looking to stable or slightly
higher rates for our company. In certain subsegments we even anticipate price increases.

We are, incidentally, not the only ones to believe that your company is well positioned:
in September Hannover Re was crowned "Reinsurance Company of the Year” by the
highly respected UK trade magazine "The Review”. Following on from 1998, 2001 und
2004, we are thus the only reinsurer to have received this distinction on four occasions.

I digress, however, and would like to turn my attention back to operational business in
the third quarter: we are satisfied with the development of our non-life reinsurance busi-
ness group - even though the burden of catastrophe losses, especially due to the severe
hurricane "lke”, came in sharply higher than expected. Through targeted underwriting we
are continuously extending the already broad diversification of our portfolio. We con-
tinue to transact non-life reinsurance business on an opportunistic basis guided solely by
profitability considerations. The maxim of "Profit before volume” remains the overriding
principle governing our actions.

The development of our second business group - life and health reinsurance - was also
satisfactory from an underwriting standpoint, although premium growth fell short of
expectations — not least due to the restraining effects of currency movements in the first
half-year. In the medium term, however, we are standing by our ambitious goal of gen-
erating double-digit growth in the original currencies: the demographic trend in industrial
nations as well as the growing urban middle class in threshold markets offer a good founda-
tion for dynamic growth. We are maintaining our active involvement in product develop-
ment for seniors, a customer group whose importance is still underestimated in Germany. In
addition, we are superbly positioned in our largest market - the United Kingdom - with our
long-term orientation towards enhanced annuities as well as the reinsurance of pension
funds. In the United States, too, business with health covers for seniors is faring very well.
The growth markets of Asia also continue to be attractive for our company.

As I reported at the outset, our investment income of course reflects the upheavals on
international capital markets. Substantial falls in share prices necessitated significant
write-downs in the third quarter, while losses on fixed-income securities remained within
manageable bounds. This was due not least to the broad diversification and high quality
of the portfolio. In view of the prevailing market conditions, net investment income
nevertheless contracted sharply.



Letter of the Chairman of the Executive Board

The enormous turmoil on the international capital markets did not leave the Hannover Re
share unscathed in the third quarter. Having stood its ground very well in the second quar-
ter, it lost value particularly heavily in September. In October too, after massive liquidity
problems came to light at a German bank, all financial stocks - hence including the Han-
nover Re share — were extremely hard hit. Following a period of recovery the share lost
further ground due to our profits warning. In spite of everything, it is my expectation that
when equity markets regain their composure the profit potential inherent in your company
will again be appropriately recognised.

I would like to thank you, our valued shareholders, - also on behalf of my colleagues on

the Executive Board - most sincerely for your trust in Hannover Re. Going forward, as in
the past, our overriding goal will be to lead your company responsibly and securely into

a profitable future.

Yours sincerely,

Wilhelm Zeller
Chairman of the Executive Board
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Business development

The underwriting experience in non-life reinsurance busi-
ness as at 30 September 2008 was adversely affected by an
above-average burden of catastrophe losses. In addition,
the crisis on financial markets led to a sharp drop in the
market value of investments — including those held in our
portfolio.

Prompted by the withdrawal from specialty business effec-
tive 31 May 2007 and weak exchange rates, especially
affecting the US dollar and pound sterling in the first half-
year, gross written premium in total business contracted by
5.0% as at 30 September 2008 to EUR 6.1 billion (EUR 6.4
billion). At constant exchange rates the premium volume
would have declined by 1.3%. The level of retained pre-
mium increased to 88.8% (86.4%) as a consequence of
considerable savings on the costs of our own protection
covers as well as reduced proportional cessions; net pre-
mium earned decreased by 6.0% to EUR 5.2 hillion (EUR
5.5 billion).

The present turmoil on the international capital markets —
especially the significant falls in share prices — has taken an
appreciable toll on our investment income. The inflow of
cash from the technical account, however, more than made
up for the price declines, and the volume of assets under
own management therefore showed modest growth. Ordi-
nary income remained almost unchanged at EUR 627.5
million (EUR 635.3 million). Interest on deposits was also
roughly on a par with the comparable period of the previous

Non-life reinsurance

The development of our non-life reinsurance business was
satisfactory overall. Although softening tendencies were
still apparent on some major markets, conditions are largely
acceptable and in most instances we obtained prices that
were commensurate with the risks.

Active cycle management and a profit-oriented underwrit-
ing policy continue to be the hallmarks of our underwriting,
and accordingly we focus on those segments that offer the
highest profitability — rather than the largest volume. We
scaled back business that no longer satisfied these profit-
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yearat EUR 161.8 million (EUR 166.6 million). Investment
income nevertheless suffered a clearly adverse impact,
especially due to write-downs on equities totalling EUR
355.3 million. Further write-downs of EUR 77.3 million were
taken on fixed-income securities. Realised gains of EUR 77.0
million on balance have so far failed to match up to the
previous year (EUR 104.2 million). Overall, net investment
income therefore fell sharply to EUR 370.4 million (EUR
855.5 million).

The operating profit (EBIT) consequently contracted by
95.2% as at 30 September 2008 to EUR 32.5 million (EUR
678.3 million). Group net income fell by 124.7% to EUR
-142.8 million (EUR 577.3 million); it should, however, be
borne in mind that the comparable period of the previous
year was assisted by a positive special effect from corporate
tax reform amounting to EUR 179.0 million. The perform-
ance as at 30 September 2008 was also adversely impacted
by the fact that losses on equities are not tax-deductible and
ataxload in excess of EUR 100 million was incurred — even
though the pre-tax result was negative. Earnings per share
cameinatEUR-1.18 (EUR 4.79).

Shareholders' equity decreased by EUR 735.8 million com-
pared to the level of 31 December 2007 to stand at EUR
2.6 billion. The book value per share consequently also
slipped by 22.0% to EUR 21.67. The policyholders' surplus,
comprised of shareholders' equity, minority interests and
hybrid capital, totalled EUR 4.5 billion (EUR 5.3 billion).

ability standards and reshuffled our portfolio in favour of
other segments — such as German business, the worldwide
credit and surety line and niche areas such as agricultural
covers.

Having reduced our North American casualty business in
recent years due to the marked pressure on rates, we have
now been able to obtain rate increases running into the
double digits in some subsegments — hence prompting us to
step up our involvement again. Prices for catastrophe risks
remain adequate.



Business development

Our so-called retakaful business continues to fare well:
having already got off to a good start in 2007, our Bahrain-
based subsidiary can look forward to even brighter business
prospects in 2008. The vigorous economic growth in South-
east Asia and the Near East is fostering consistent growth in
demand for Sharia-compliant products.

We are similarly satisfied with developments on the Latin
American insurance market. In the area of agricultural risks

our strategy is geared to acquiring additional market shares.

Curtailed by exchange rate movements, particularly in the
first half-year, the gross premium income booked by our

Key figures for non-life reinsurance

non-life reinsurance business group contracted to EUR 3.8
billion (EUR 4.1 billion) as at 30 September 2008, a fall of
7.6% compared to the same period of the previous year. At
constant exchange rates, especially against the US dollar,
the decline would have been 1.7%. The withdrawal from
specialty business was another factor in the lower premium
volume. The level of retained premium increased from
83.9% to 88.4% as a consequence of significant savings on
our own protection covers as well as reduced proportional
cessions. Net premium earned fell by 8.5% to EUR

3.1 billion (EUR 3.4 billion).

Figures in EUR million 2008 2007
11-306.  17-309, /PVIOUS g 309  HOPVIOUS g 309 11-309,
year year

Gross written premium 2,656.2 1,135.7 -0.2% 3,791.9 -7.6% 1,137.8 4,102.3
Net premium earned 2,082.6 1,020.6 -4.0% 3,103.2 -8.5% 1,062.9 3,391.3
Underwriting result 23.6 (154.8) (131.2) 5.8 (50.3)
Net investment income 2704 (127.3) 143.1 -75.6% 174.1 586.0
Operating result (EBIT) 288.2 (374.2) (86.0) 120.7 4422
Group net income 195.7 (373.7) (178.0) 141.5 3829
Earnings per share in EUR 1.62 (3.10) (1.48) 1.17 3.17
Retention 89.4% 86.1% 88.4% 85.4% 83.9%
Combined ratio " 98.4% 114.2% 103.6% 98.1% 100.9%

" Including expenses on funds withheld and contract deposits

On the claims side the third quarter was especially notable
for the repercussions of hurricane "lke", which produced a
net strain for our company of EUR 220.9 million; hurricane
"Gustav", on the other hand, took a net toll of just EUR
31.6 million on our account. Further losses of altogether
EUR 64.3 million were incurred from two hailstorm events in
Germany in the second quarter. Amounting to EUR

444 .9 million, the total net burden of catastrophe losses
and major claims therefore clearly surpassed the compara-
ble period of the previous year (EUR 259.2 million). This is
equivalent to 14.3 % of net premium in non-life reinsur-

ance, hence exceeding the expected level of 10%. Asa
result, the combined ratio reached 103.6% (100.9%).

The net underwriting result in non-life reinsurance deterio-
rated to EUR-131.2 million after EUR -50.3 million in the
corresponding period of the previous year. Owing to the
decline in investment income, the operating result (EBIT)
fell by a substantial 119.4% to EUR -86.0 million (EUR
442 .2 million). Group net income contracted sharply to
EUR -178.0 million (EUR 382.9 million). Earnings per share
stood at EUR-1.48 (EUR 3.17).



Life and health reinsurance

Our product range in life and health reinsurance encom-
passes five business segments: financial solutions, banc-
assurance, new markets, multinational insurance clients and
conventional risk-oriented reinsurance. These five pillars
ensure that we enjoy a diversified portfolio — with respect to
both regions and products — and vigorous organic growth
over the medium term.

With an eye to the demographic trend in industrialised
nations, the retirement of the US baby boomer generation
and the rapid emergence of an urban middle class in many
developing and threshold countries, we continue to take a
favourable view of the business prospects in life and health
reinsurance.

The United Kingdom — the second-largest reinsurance
market in the world — retains its exceptional importance for

Key figures for life and health reinsurance

Business development

our company: it accounts for around a third of our total
premium volume in life and health reinsurance. Risk-
oriented reinsurance covers in this market remain fiercely
competitive, and we have therefore scaled back our accep-
tances of such products. We continue to regard ourselves as
the market-leading reinsurer for new business in the area of
enhanced annuities. In this subsegment, as with the rein-
surance of pension funds, we still see very good opportuni-
ties for further profitable expansion.

We also have a close eye on the high-growth markets of
China and South Korea, where we opened local branches
this year in Shanghai and Seoul respectively. In the promis-
ing Indian market, too, we are well positioned through our
cooperation with the leading domestic reinsurer.

Figures in EUR million 2008 2007
11-306.  17-309. Y/PEVOUS g 309  FPIVIOUS g 369 11309,
year year

Gross written premium 1,490.1 825.3 +3.0% 23154 -0.8% 801.4 2,333.7
Net premium earned 13328 7258 +0.4% 2,058.6 -2.0% 723.0 2,099.7
Net investment income 154.8 51.5 -38.5% 206.3 -13.8% 83.7 239.2
Operating profit (EBIT) 87.2 59 -92.5% 93.2 -55.4% 79.6 208.9
Group net income 65.0 (3.5) 61.4 -69.7% 112.7 202.6
Earnings per share in EUR 0.54 (0.03) 0.51 -69.7% 0.93 1.68
Retention 89.6% 88.8% 89.3% 90.9% 90.5%
EBIT margin " 6.5% 0.8% 4.5% 11.0% 9.9%

') Operating result (EBIT)/net premium earned

Structurally induced premium stagnation is the hallmark of
the German market; the impetus injected in the current year
by the final step increase for Riester pensions will be of
limited duration. Our product development activities are
geared heavily towards the coverage needs of senior citi-
zens, a financially strong sector of the population still ne-
glected by the insurance industry.

We also remain actively involved in the development of the
Islamic insurance markets: not only do we support our
clients with the design of insurance products according to
Islamic principles, we also advise them on marketing and
sales methods. Through our subsidiary Hannover ReTakaful
in Bahrain we are able to cover the entire range of "family
takaful" products.



Investments

Owing to the restraining effects of exchange rate move-
ments, gross written premium contracted by 0.8% as at 30
September 2008 to EUR 2.3 billion (EUR 2.3 billion); at
constant exchange rates we would have reported growth of
6.1%. The level of retained premium slipped marginally to
89.3% (90.5%); net premium earned decreased by 2.0% to
EUR 2.1 billion (EUR 2.1 billion).

The sharp decline of 55.4% in the operating result (EBIT) as
at 30 September 2008 to EUR 93.2 million (EUR 208.9
million) resulted largely from non-recurring positive special

Investments

After the sharp falls in value already seen on international
stock markets in the first half of the year, the downward
slide continued — most strikingly in September — and indeed
gathered pace. The deteriorating situation was attributable

Net investment income

Figures in EUR million

1.1.-30.6. 1.7.-30.9.
Ordinary investment income ") 407.9 219.7
Results from participation in
associated companies 4.1 03
Realised gains/losses 102.3 (25.3)
Impairments on investments 2 130.6 (302.4)
Unrealised gains/losses *) (15.1) (18.3)
Investment expenses 258 8.1
Net investment income from assets
under own management 3428 (134.1)
Net investment income
from funds withheld 102.3 59.5
Net investment income 445.1 (74.7)

" Excluding expenses on funds withheld and contract deposits
? Including regular depreciation/impairments on real estate
3 Portfolio at fair value through profit or loss and trading

Both European government bonds and US Treasury securi-
ties saw appreciable yield decreases over a one-year time-
frame. The change witnessed in the third quarter on the

effects in the corresponding period of the previous year —
attributable to the release of reserves that were no longer
required — as well as from the required fair value measure-
ment of investments deposited with clients.

The EBIT margin of 4.5% is therefore currently below the
target corridor of 6.5% to 7.5%. In view of the aforemen-
tioned factors Group net income shrank by 69.7% to EUR
61.4 million (EUR 202.6 million), equivalent to earnings per
share of EUR0.51 (EUR 1.68).

to the liquidity and capital crunch triggered in the banking
sector by developments on the US real estate market as well
as the associated crisis in confidence on financial markets.

2008 2007
+/oPreviouUs 4 3ng H/PIEVIOUS o 369 1.1-309.
year year
+0.1% 627.5 1.2% 2195 635.3
-91.5% 44 -33.0% 3.1 6.6
770 -26.1% 6.6 104.2
4330 12.8 13.4
(33.4) (3.0) (3.1)
37.2% 339 -16.6% 12.8 40.6
-166.8% 2086  -69.7% 200.7 688.9
13.3% 16138 2.9% 68.6 166.6
127.7% 3704  -56.7% 269.3 855.5

European market was significant in our preferred duration
ranges. On the US market, by contrast, the decline in yields
slowed.



Unfortunately, the increasingly dramatic upheavals on
capital markets in the third quarter also left a clear mark on
our investment income. Thanks to a positive cash flow from
the technical account, it is nevertheless gratifying to report
that the portfolio of assets under own management grew to
EUR 19.9 billion, a figure slightly higher than the level as at
31 December 2007 (EUR 19.8 billion). Ordinary income
excluding interest on deposits remained almost unchanged
at EUR 627.5 million (EUR 635.3 million), a testament to
the fact that we are correct in pursuing an investment policy
geared to generating stable ordinary income.

Although movements on bond markets led to a decrease in
unrealised losses in our available-for-sale portfolio of fixed-
income securities in the third quarter relative to the first
half-year, total unrealised losses of EUR 283.9 million (EUR
103.4 million) remained. Unrealised gains on equities stood
at EUR 7.3 million (EUR 191.0 million) due to the large
volume of write-downs that had to be taken. A large portion
of the realised gains of EUR 204.3 million (EUR 164.3 mil-

Risk report
Overall assessment of the risk situation

As an internationally operating reinsurer we are exposed to
a diverse spectrum of potential risks. These risks can have a
considerable impact on our assets, financial position and
net income. Our effective controlling tools nevertheless
ensure that we are able to identify our risks in a timely
manner and maximise our opportunities.

Despite these tools the global crisis on the international
capital markets has adversely impacted Hannover Re's
investment income. Overall, though, the write-downs taken
on fixed-income securities — which make up by far the bulk
of the asset portfolio — have remained relatively modest.
Hannover Re has, however, been affected by the dramatic
slump in share prices, and the extent to which it can de-
couple itself from these global developments — e.g. through
the already implemented reduction in the equity allocation
—is limited. Principally due to hurricanes "Gustav" and "lke",
the burden of catastrophe losses and major claims is also
significantly higher than our expected level of 10% of net

lion) can be attributed to the tactical shortening of dura-
tions in the US Dollar portfolios in the first quarter. This
contrasted with realised losses of EUR 127.2 million (EUR
60.1 million). The considerable write-downs of altogether
EUR 432.6 million (EUR 13.0 million) were due in very large
measure to movements on the stock markets. Of the total
write-downs that had to be taken, the equity portfolio alone
accounted for an amount of EUR 355.3 million. The hedges
on around one-fifth of our portfolio — which had similarly
been put in place in the first quarter — nevertheless pre-
vented even more extensive write-downs.

Primarily as a consequence of the aforementioned write-
downs, net income from total investments decreased by
56.7% to EUR 370.4 million (EUR 855.5 million). This
figure includes income from interest on deposits, which at
EUR 161.8 million was somewhat lower than in the compa-
rable period of the previous year (EUR 166.6 million) owing
to exchange rate effects.

premium in non-life reinsurance. In view of the depletion of
capital resources — which has also made itself felt through-
out the insurance industry — Hannover Re nevertheless
expects to see rising demand for insurance protection and
hence hardening of the markets.

Based on our currently available insights arrived at from a
holistic analysis of the risk situation, we cannot discern any
risks that could jeopardise the continued existence of our
company in the short or medium term or have a significant,
lasting effect on our assets, financial position or net income.
Our fundamental remarks on risk management at Hannover
Re contained in the Annual Report as at 31 December
2007 remain valid and provide detailed insights into organ-
isational aspects and further risk management activities.
Supplementary information on our risk management sys-
tem, and in particular quantitative data on individual risks,
is provided in Section 5 of the Notes to this report, "Man-
agement of technical and financial risks".

Risk report



Outlook

Outlook

In non-life reinsurance prices and conditions are largely
acceptable and commensurate with the risks. While the
treaty renewals that took place as recently as July in the
United States pointed to a softening market, the present
crisis on financial markets should usher in a trend reversal in
view of the worsening state of insurers' capital resources:
rates back then were still falling by up to 10% in casualty
business, whereas now double-digit percentage increases
will probably be seen in the directors' and officers' (D&O)
and product liability lines. In industrial property business,
too, prices are likely to move higher.

In Germany major loss events — specifically winter storm
"Emma" and hailstorms such as "Hilal" — will prompt in-
creased demand for catastrophe covers. Rates in other
catastrophe business remain adequate.

Allin all, the situation on reinsurance markets is likely to
improve appreciably, and it may therefore be assumed that
the soft market has bottomed out. We do not expect to see
any further softening of insurance terms and conditions. On
account of our profit-oriented underwriting policy and very
good diversification and thanks to our excellent rating, we
are poised to profit disproportionately strongly from these
upturns.

Our net premium in non-life reinsurance is expected to
contract slightly due to the restraining effects of exchange
rate movements.

Our business prospects in life and health reinsurance remain
favourable. The increasing size of the upper levels of the
age pyramid in industrial nations will continue to drive
growth in annuity and health insurance for many years to
come. Based on our superb worldwide positioning and
diversification, we expect sustained favourable profitability;
growth in premium volume will, however, be heavily de-
pendent on exchange rate movements affecting the curren-
cies of greatest relevance to our business, such as the pound
sterling, US dollar and Australian dollar. With this in mind,
we anticipate double-digit growth in the original currencies
for2008.
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Traditional life reinsurance in the United Kingdom will face
special challenges over the coming 12 to 18 months owing
to the faltering real estate market; we do, however, see
opportunities for innovative morbidity products such as
critical illness covers with a graduated benefit. UK enhanced
annuity policies remain a vital core business with consider-
able growth potential over the medium term.

In the United States we anticipate further attractive market
opportunities going forward in the areas of block assump-
tion transactions and health insurance for seniors. Our main
focus in Germany is on products aimed at senior citizens and
unit-linked policies, with above all long-term care annuities
likely to enjoy growing popularity.

The so-called BRICK markets, i.e. Brazil, Russia, India, China
and Korea, promise to deliver further positive growth stimuli
going forward. By establishing new branches and offices in
these countries we now enjoy even greater customer intimacy
and are thus better able to act on market opportunities.

We expect the net premium volume booked by the Group in
the current financial year to come in roughly on the level of
the previous year.

In spite of our conservatively oriented asset portfolio, in-
vestment income will fall significantly short of the previous
year in view of the crisis affecting markets all around the
world. In light of the turmoil on equity markets we realised
losses of around EUR 200 million in October so as to mini-
mise our equity exposure. This leaves only a modest share
portfolio, the bulk of which is hedged; as things currently
stand, then, we can no longer be affected by the historically
unprecedented volatility. The volume of investments should
remain on a par with the previous year due to the sustained
positive cash flow from the technical account and the
strengthening US dollar.

For the fourth quarter, given a normal catastrophe loss
experience, we consider a break-even result after tax to be
attainable. This assessment makes no allowance for the use
of accounting policy options or flexibility with respect to
valuation measurements.
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CONSOLIDATED BALANCE SHEET

Figures in EUR thousand 2008 2007
Assets 30.9. 31.12.
Fixed-income securities — held to maturity 1,488,220 1,488,816
Fixed-income securities — loans and receivables 1,642,819 1,537,889
Fixed-income securities — available for sale 12,760,406 12,477,055
Fixed-income securities — at fair value through profit or loss 202,887 158,740
Equity securities — available for sale 1,504,580 2,000,390
Other financial assets — at fair value through profit or loss 74,729 20,385
Real estate 14,699 16,962
Investments in associated companies 161,542 170,839
Other invested assets 778,761 677,957
Short-term investments 986,501 930,821
Cash 312,017 335,422
Total investments and cash under own management 19,927,161 19,815,276
Funds held 9,855,951 8,610,554
Contract deposits 359,291 616,134
Total investments 30,142,403 29,041,964
Reinsurance recoverables on unpaid claims 2,292,268 2,471,585
Reinsurance recoverables on benefit reserve 166,606 255,076
Prepaid reinsurance premium 98,655 92,322
Reinsurance recoverables on other technical reserves 12,563 5,574
Deferred acquisition costs 1,875,774 1,807,143
Accounts receivable 3,053,401 2,525,871
Goodwill 43,510 45,438
Deferred tax assets 664,170 577,731
Other assets 328,611 244,278
Accrued interest and rent 5,587 1,425
38,683,548 37,068,407
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Quarterly financial report | balance sheet

Figures in EUR thousand 2008 2007

Liabilities 30.9. 31.12.

Loss and loss adjustment expense reserve 17,168,634 16,553,888
Benefit reserve 6,205,107 6,143,460
Unearned premium reserve 1,458,828 1,186,382
Provisions for contingent commissions 194,404 183,725
Funds held 661,732 956,912
Contract deposits 5,147,811 3,668,825
Reinsurance payable 1,316,960 1,141,067
Provisions for pensions 69,995 67,101
Taxes 152,381 202,621
Provision for deferred taxes 1,408,999 1,350,679
Other liabilities 353,856 277,037
Long-term debt and subordinated capital 1,417,891 1,414,877
Total liabilities 35,556,598 33,146,574

Shareholders' equity
Common shares 120,597 120,597

Nominal value 120,597
Authorised capital 60,299

Additional paid-in capital 724,562 724,562
Common shares and additional paid-in capital 845,159 845,159

Cumulative other comprehensive income

Unrealised gains and losses on investments (131,196) 181,395
Cumulative foreign currency translation adjustment (205,635) (213,117)
Other changes in cumulative other comprehensive income 6,768 6,482
Total other comprehensive income (330,062) (25,240)
Retained earnings 2,098,164 2,529,170
Shareholders' equity before minorities 2,613,260 3,349,089
Minority interests 513,690 572,744
Total shareholders' equity 3,126,950 3,921,833
38,683,548 37,068,407
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CONSOLIDATED STATEMENT OF INCOME

Figures in EUR thousand

Gross written premium
Ceded written premium
Change in gross unearned premium
Change in ceded unearned premium
Net premium earned
Ordinary investment income
Profit/loss from investments in associated companies
Income/expense on funds withheld and contract deposits
Realised gains on investments
Realised losses on investments
Unrealised gains and losses on investments
Total depreciation, impairments and appreciation of investments
Other investment expenses
Net investment income
Other technical income
Total revenues
Claims and claims expenses
Change in benefit reserve
Commission and brokerage, change in deferred acquisition costs
Other acquisition costs
Other technical expenses
Administrative expenses
Total technical expenses
Other income and expenses
Operating profit/loss (EBIT)
Interest on hybrid capital
Net income before taxes
Taxes
Net income from continuing operations
Net income from discontinued operations
Net income
thereof

Minority interest in profit and loss

Group net income
Earnings per share
Earnings per share in EUR
from continuing operations in EUR

from discontinued operations in EUR

1.7.-30.9.

1,961,460
250,806
38,866
(3.117)
1,746,403
219,656
264
59,469
32,906
58,176
(18,279)
302,447
8,054
(74,661)
256
1,671,998
1,348,035
102,936
434,433
1,639
2,472
53,017
1,942,532
(97,156)
(367,690)
19,435
(387,125)
15,541
(402,666)

(402,666)

(7,649)
(395,017)

-3.27
-3.27
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1.1.-30.9.

6,106,019
685,323
(265,285)
6,348
5,161,759
627,510
4413
161,769
204,259
127,230
(33,428)
432,998
33,878
370,417
2,032
5,534,208
3,652,603
272,952
1,286,848
9,960
7,835
165,756
5,395,954
(105,730
32,524
57,944
(25,420)
114,437
(139,857)

(139,857)

2,936
(142,793)

-1.18
-1.18

2007

1.7.-30.9.

1,934,780
235,054
135,519
(49,336)

1,785,909
219,528

3111
68,619
29,984
23,368
(2,965)
12,795
12,817

269,297
234
2,055,440
1,324,185
86,225
354,099

1,864

1,652
47,628

1,815,653
(29,225)
210,562

19,552
191,010

(142,835)
333,845

(356)

333,489

49,168
284,321

2.36
2.36

1.1.-30.9.

6,426,348
874,075
91,627
(152,818)
5,491,082
635,272
6,584
166,570
164,304
60,105
(3,106)
13,412
40,615
855,492
1,509
6,348,083
3,869,227
300,717
1,281,436
10,029
10,830
148,215
5,620,454
(49,368)
678,261
58,069
620,192
(2,971)
623,163
30,356
653,519

76,227
577,292

4.79
454
0.25



CONSOLIDATED STATEMENT

Other reserves

Figures Common Additional lati h Retained Minority ~ Shareholders'
in EUR thousand shares  paid-in capital (T ative other earnings interests equity
n comprehensive income)
Currenc Unrealised
&y gains/ Other
translation
losses
Balance as at 1.1.2007 120,597 724,562  (71,518) 144,199 (1,526) 1,981,521 608,551 3,506,386
Capital repayments (52) (52)
Income and expenses directly
recognised in equity (97,514) 31,115 (277) (4,552)  (101,009) (172,237)
Tax effects on income and expen-
ses directly recognised in equity (902) 2,510 102 1,710
Dividend paid (192,955) (32,505) (225,460)
Net income 577,292 76,227 653,519
Balance as at 30.9.2007 120,597 724,562 (169,934) 177,824 (1,701) 2,361,306 551,212 3,763,866
Balance as at 1.1.2008 120,597 724,562  (213,117) 181,395 6,482 2,529,170 572,744 3,921,833
Capital increases/additions 39 39
Capital repayments (168) (168)
Income and expenses directly
recognised in equity 12,692  (355,858) 466 (10,840) (20,684) (374,224)
Tax effects on income and expenses
directly recognised in equity (5,210) 43,267 (180) 37,877
Dividends paid (277,373)  (41,177) (318,550)
Net income (142,793) 2,936 (139,857)
Balance as at 30.9.2008 120,597 724,562 (205,635) (131,196) 6,768 2,098,164 513,690 3,126,950
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CONSOLIDATED CASH FLOW STATEMENT

Figures in EUR thousand

Cash flow from operating activities

Net income

Appreciation/depreciation

Net realised gains and losses on investments

Net realised gains and losses on disposal
of discontinued operations

Amortisation of investments

Changes in funds held

Net changes in contract deposits

Changes in prepaid reinsurance premium (net)
Changes in tax assets/provisions for taxes
Changes in benefit reserve (net)

Changes in claims reserves (net)

Changes in deferred acquisition costs
Changes in other technical provisions
Changes in clearing balances

Changes in other assets and liabilities (net)

Cash flow from operating activities

Cash flow from investing activities

Fixed-income securities — held to maturity
Maturities
Purchases

Fixed-income securities — loans and receivables
Maturities, sales
Purchases

Fixed-income securities — available for sale
Maturities, sales

Purchases

Fixed-income securities — at fair value through profit or loss

Maturities, sales
Purchases

Equity securities — available for sale
Sales

Purchases

16

2008

1.1.-30.9.

(139,857)
450,291
(77,029)

(14,420)
(1,475,810)
1,552,625
259,253
(79,961)
312,326
769,453
(88,801)
3,954
(374,501)
97,642
1,195,165

11,305

57,907

(149,774)

7,351,007
(7,870,794)

28,671
(40,242)

894,951
(956,538)

2007

1.1.-30.9.

653,519
61,049
(104,199)

(84,919)
(6,038)
(778,359)
105,586
61,258
(47,887)
496,069
515,040
62,106
14,993
(380,565)
(121,594)
446,059

79,510
(36,848)

95,934
(413,691)

4,397,729
(4,250,407)

15,932
(14,222)

932,842
(1,055,117)



Quarterly financial report | cash flow statement

Figures in EUR thousand 2008 2007
1.1.-30.9. 1.1.-30.9.
Equity securities — at fair value through profit or loss
Sales - 20,340
Purchases - (10,207)
Other financial instruments — at fair value through profit or loss
Sales 63,244 (2,295)
Purchases (69,012) (3.623)
Other invested assets
Sales 16,008 84,198
Purchases (122,990) (86,607)

Affiliated companies and participating interests

Sales 586 599,432

Purchases (3,600) (989)
Real estate

Sales (119) (10)

Short-term investments

Changes (99,944) (510,562)
Other changes (net) (28,002) (20,352)
Cash flow from investing activities (917,336) (179,013)

I1l. Cash flow from financing activities

Contribution from capital measures 2,599 -
Payment on capital measures - (52)
Structural change without loss of control 14,134 (108,156)
Dividends paid (318,550) (225,461)
Proceeds from long-term debts 35 -
Repayment of long-term debts (432) (10,021)
Other changes - 6,234
Cash flow from financing activities (302,214) (337,456)
IV. Exchange rate differences on cash 980 (10,405)
Change in cash and cash equivalents (L.+IL+11.+IV.) (23,405) (80,815)
Cash and cash equivalents at the beginning of the period 335,422 351,776
Change in cash and cash equivalents according to cash flow statement (23,405) (80,815)
Cash and cash equivalents at the end of the period 312,017 270,961
Income taxes (109,298) (57,601)
Interest paid (81,540) (132,297)
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SEGMENTAL REPORT

Hannover Re's segmental report is based on IAS 14 "Segment Reporting" and on the principles set out in German Accounting
Standard No. 3 "Segment Reporting" (DRS 3) of the German Standards Council, supplemented by the requirements of
DRS 3-20 "Segment Reporting of Insurance Enterprises".

The segments are shown after consolidation of internal transactions within the individual segment, but before consolidation
across the segments. This is reported separately in the "Consolidation" column.

Segmentation of assets

Figures in EUR thousand Non-life reinsurance
2008 2007
30.9. 31.12.
Assets
Held to maturity 1,272,038 1,262,619
Loans and receivables 1,377,041 1,263,764
Available for sale 11,048,366 11,387,469
At fair value through profit or loss 166,478 118,573
Other invested assets 890,269 808,047
Short-term investments 757,326 587,455
Cash 241,136 241,812
Total investments and cash under own management 15,752,654 15,669,739
Funds held by ceding companies 788,936 870,892
Contract deposits - 137
Total investments 16,541,590 16,540,768
Reinsurance recoverables on unpaid claims 2,178,729 2,371,387

Reinsurance recoverables on benefit reserve - -

Prepaid reinsurance premium 91,768 86,217
Reinsurance recoverables on other reserves 12,408 3,031
Deferred acquisition costs 312,409 262,176
Accounts receivable 2,085,581 1,373,824
Other assets in the segment 1,331,700 1,287,379
Total 22,554,185 21,924,782
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Life and health reinsurance

2008

30.9.

44,287
107,072
2,615,103
60,688
64,733
212,133
54,436
3,158,452
9,069,263
359,291
12,587,006
113,857
166,606
6,887

155
1,563,365
967,943
417,072
15,822,891

2007

31.12.

52,071
116,567
2,496,286
35,227
57,711
146,952
88,295
2,993,109
7,741,902
615,997
11,351,008
101,629
255,076
6,105
2,543
1,544,967
1,152,705
304,312
14,718,345

Consolidation

2008

30.9.

171,895
158,706
601,517

50,450
17,042
16,445

1,016,055

(2,248)
1,013,807
(318)

(123)
(706,894)
306,472

19

2007

31.12.

174,126
157,558
593,690

25325
196,414
5315
1,152,428
(2,240)
1,150,188
(1,431)

(658)
(722,819)
425,280

Quarterly financial report

2008

30.9.

1,488,220
1,642,819
14,264,986
277,616
955,002
986,501
312,017
19,927,161
9,855,951
359,291
30,142,403
2,292,268
166,606
98,655
12,563
1,875,774
3,053,401
1,041,878
38,683,548

Total

2007

31.12.

1,488,816
1,537,889
14,477,445
179,125
865,758
930,821
335,422
19,815,276
8,610,554
616,134
29,041,964
2,471,585
255,076
92,322
5,574
1,807,143
2,525,871
868,872
37,068,407

segmental report



SEGMENTAL REPORT

Segmentation of technical and other liabilities

Figures in EUR thousand Non-life reinsurance
2008 2007
30.9. 31.12.

Liabilities

Loss and loss adjustment expense reserve 15,568,854 15,114,553

Benefit reserve _ _

Unearned premium reserve 1,410,724 1,148,723
Provisions for contingent commissions 159,213 146,638
Funds held under reinsurance contracts 184,409 186,802
Contract deposits 148,381 156,829
Reinsurance payable 956,317 427,552
Long-term liabilities 42,243 41,583
Other liabilities in the segment 1,247,135 1,239,046
Total 19,717,276 18,461,726
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Life and health reinsurance Consolidation Total

2008 2007 2008 2007 2008 2007

30.9. 31.12. 30.9. 31.12. 30.9. 31.12.
1,600,139 1,440,774 (359) (1,439) 17,168,634 16,553,388
6,205,107 6,143,460 - - 6,205,107 6,143,460
48,104 37,659 - - 1,458,828 1,186,382
35,191 37,087 - - 194,404 183,725
479,639 772,352 (2,316) (2,242) 661,732 956,912
4,999,430 3,511,996 - - 5,147,811 3,668,825
361,391 714,857 (748) (1,342) 1,316,960 1,141,067
- - 1,375,648 1,373,294 1,417,891 1,414,877
1,437,737 1,283,393 (699,641) (625,001) 1,985,231 1,897,438
15,166,738 13,941,578 672,584 743,270 35,556,598 33,146,574
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SEGMENTAL REPORT

Segmental statement of income

Figures in EUR thousand

Gross written premium

thereof
From insurance business with other segments
From insurance business with external third parties

Net premium earned

Net investment income

Claims and claims expenses

Change in benefit reserve

Commission and brokerage, change in deferred
acquisition costs and other technical income/expenses

Administrative expenses
Other income and expenses
Operating profit/loss (EBIT)
Interest on hybrid capital
Net income before taxes
Taxes
Net income from continuing operations
Net income from discontinued operations
Net income
thereof
Minority interest in profit or loss

Group net income

22

Non-life reinsurance

2008

1.1.-30.9.

3,791,939

3,791,939
3,103,205

143,088
2,419,459

699,067
115,857
(97,907)
(85,997)
(85,997)

94,362

(180,359)

(180,359)

(2,355)
(178,004)

2007

1.1.-30.9.

4,102,262

4,102,262
3,391,347

585,959
2,620,762

713,027
107,829
(93,476)
442,212
442,212

16,712
425,500

13,526
439,026

56,145
382,881



2,315,438 6,106,019

1,358 -
2,314,080 6,106,019
2,058,554 5,161,759

206,262 370,417

1,233,759 3,652,603

272,952 272,952

608,175 1,302,611
51,780 165,756
(4,998) (105,730)

I
I B B

5291 - 2,936
61,439 (26,228) (142,793)




Quarterly financial report | segmental report

Our secondary segmental reporting covers the continuing operations and is based on the regional origin of the investments

and gross written premium.
Investments"

Figures in EUR thousand

Investments
Germany
United Kingdom
France

Other

Europe

USA

Other

North America
Asia

Australia
Australasia
Africa

Other

Total

Gross written premium"”

Figures in EUR thousand

Gross written premium
Germany
United Kingdom
France

Other

Europe

USA

Other

North America
Asia

Australia
Australasia
Africa

Other

Total

') After elimination of internal transactions within the Group across segments

2008

30.9.

5,811,650
1,223,702
1,254,563
3,379,627
11,669,542
5,923,855
719,524
6,643,379
428,363
673,425
1,101,788
280,766
231,686
19,927,161

2008

121E=30:9:

995,187
1,075,557
298,873
968,125
3,337,742
1,282,129
269,336
1,551,465
464,197
331,109
795,306
184,252
237,254
6,106,019
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2007

Shilo1122,

6,252,371
1,187,499
1,117,610
3,251,338
11,808,818
5,909,163
589,295
6,498,458
384,628
659,006
1,043,634
276,441
187,925
19,815,276

2007

1H1E=3019%

1,096,406
1,176,377
310,876
899,714
3,483,373
1,511,554
301,553
1,813,107
356,204
362,253
718,457
204,152
207,259
6,426,348



NOTES

1. General reporting principles

The parent company Hannover Riickversicherung AG ("Hannover Re") and its subsidiaries (collectively referred to as the
"Hannover Re Group") belong to Talanx AG, which in turn is wholly owned by HDI Haftpflichtverband der Deutschen
Industrie V.a.G. (HDI). Hannover Re is obliged to prepare a consolidated financial statement and group management
report in accordance with § 290 German Commercial Code (HGB). Furthermore, HDI is required by §§ 341 i et seq.
German Commercial Code (HGB) to prepare consolidated annual accounts that include the annual financial statements
of Hannover Re and its subsidiaries.

The consolidated financial statement of Hannover Re was drawn up in full compliance with the International Financial
Reporting Standards (IFRS) that are to be used within the European Union. This also applies to all figures provided in
this report for previous periods. Since 2002 the standards adopted by the International Accounting Standards Board
(IASB) have been referred to as IFRS; the standards dating from earlier years still bear the name "International Accounting
Standards (IAS)". Standards are cited in our Notes accordingly; unless the Notes make explicit reference to a particular
standard, both terms are used synonymously.

In accordance with IAS 34.41 we draw on estimates and assumptions to a greater extent when preparing the consolidated
quarterly financial report than is the case with the annual financial reporting. This can have implications for items in the
balance sheet and the statement of income as well as for other financial obligations. Although the estimates are always
based on realistic premises, they are of course subject to uncertainties that may be reflected accordingly in the result.
Losses from natural disasters and other catastrophic losses impact the result of the reporting period in which they occur.
Furthermore, belatedly reported claims for major loss events can also lead to substantial fluctuations in individual 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 major accounting policies

The quarterly accounts of the consolidated companies included in the consolidated financial statement were drawn up
as at 30 September 2008.

All standards adopted by the IASB as at 30 September 2008 with binding effect for the reporting period have been
observed in the consolidated financial statement.

In the present quarterly financial report as at 30 September 2008 we have included a self-contained, condensed risk
report in the interim management report as well as further explanatory remarks in Section 5 "Management of technical
and financial risks". In combination with the outlook for the full 2008 financial year, the intention is to thereby further
improve the reporting on major opportunities and risks in the financial year.

In January 2008 the IASB issued revised versions of IFRS 3 "Business Combinations" and IAS 27 "Consolidated and
Separate Financial Statements". The revisions primarily encompass the accounting treatment of minority interests,
measurement issues relating to step acquisition, changes in the level of investment with and without loss of control as
well as adjustments to acquisition costs depending on future events and their implications for goodwill. It remains the
case that IFRS 3 does not cover business combinations involving entities under common control. The revisions are to
be applied to financial years beginning on or after 1 July 2009. Both revised versions had still to be ratified by the
European Union as at the balance sheet date.

With effect from the second quarter of 2008 we made use of the option provided for in the currently applicable version

of IFRS 3 to recognise directly in equity changes of interest in fully consolidated Group companies without a change of
control status.
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