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1983 has been p a r t i c u l a r l y  c a t a s t r o p h i c  f o r  Spanisli  Irisuraiice. Oti orie 
hand,  t h e  impor tan t  f l oods  i n  t h e  Basque Country , Valencia  and Catalii- ... na, wnose l o s s e s  have been s a t i s f i e d  thanks  t o  ttie very eLf ic ie r l t  
inectiariisiii of  ttie Consorcio de  Compensación d e  Seyuros (Coiiiparisatiuii 
Consortium of t h e  Insurance  Department);  a  t r a y i c  weeK, wi th  t h r e e  
p l a n e s  l o s t  a t  Madrid A i r p o r t ;  and, last  bu t  not  l e a s t ,  t he  ( j r e a t e s t  
cl.aini of  oiir r i i s t o ry  wi th  t h e  s ink iny  of ttie s h i p  "Canti1l.o de 
Uel lve r "  wnich c o s t  has reached approximately  70 riiiliiori US d o l l a r s .  
Tne niarket has  been p a r t i c u l a r l y  a f f e c t e d  by t h i s  l a s t  one, but soriie 
coinpariies iiave a l s o  s u f f e r e d  l o s s e s  due t o  t h e  f l o o d s  of t h e  i iorth of 
t h e  count ry  i n  r i s k s  n o t  covered by t h e  Consortium. This f a c t  has 
c o n t r i b u t e d  t o  worsen r e in su rance  r e s u l t s ,  a t  a  p a r t i c u l a r l y  d i f f i c u l t  
nioment, and has  c r e a t e d  d i f f i c u l t i e s  t o  soine companies f o r  t r e a t i e s  
renewal .  

Now i n  1984, w i th  remarkable calmness i n  l o s s e s ,  t h e  fairious new 
Insu rance  Law i s  a t  t h e  ve ry  nioment of  beiny passed a t  t h e  Par l iament ,  
a f t e r  a lmost  20 y e a r s ' o f  p rocedure  w i th  many v i c i s s i t u d e s  t h a t  1 have 
a l r e a d y  comnierited i n  some p rev ious  c h r o n i c l e s .  I n  an a n e c d o t i c a l  way, 
1 iiiay say t h a t  i n  1964 t h e  Mutual Insurance  Cornpany 1 inariaye prornoted 
f o r  ttie f i r s t  tiriie i n  i t s  h i s t o r y  a new insu rance  company, today MHP- 
PRE INDUSTRIAL, and i n  o rde r  t o  f a s t e n  t h e  Board ' s  decisioi-i ,  1 s a i d  
t h a t  an i r i c rease  of t h e  c a p i t a l  r e q u i r e d  ( t h e n  1 2 , s  rnillior! pa id  u p  
p e s e t a s ,  approxirnately 90.000 US$ today )  was ve ry  probable;  i r 1  1970 we 
i n c o r p o r a t e d  MAPFRE V I U A  and 1 r epea t ed  t h e  same arguinent; bu t  today,  
i n  1984, i t s  i s  s t i l l  p o s s i b l e ,  a t  l e a s t  i n  a t h e o r i c a l  way, t o  
i n c r o p o r a t e  ari i n su rance  company wi th  t h e  same c a p i t a l .  Sonie of t h e  
riiarket p rob le~ns  t o  which 1 am r e f e r r i n y  i n  t l i i s  c h r o n i c l e ,  coriie fru!ii 
t h e  s i m p l i c i t y  'o£ o b t a i n i n g  a u t h o r i s a t i o n  t o  c r e a t e  ir isurance 
c o i ~ i ~ ~ a r i i e s  witiiout enouyh c a p i t a l .  

Tlie t t i rae  rnost iiriportarit p o i n t s  of  t h e  riew Law t h a t ,  i f  t t iere  i s  tiot a 
c a t a s t r o p h e  i r i  t i ie  meantime, Xill have f i n i s h e d  with  ttiis unusuaL 
s i t u a t i u r i  wheu t l i i s  c h r o n i c l e  is publ i shed ,  a r e  t h e  fo l lowiny:  

- S u b s t a n t i a l  i r i c rease  - a l though  it may seem unsu f f i c i e r i t  i r i  o t h e r  
rnarkets - o£ t h e  ininimurn c a p i t a l  r e q u i r e d  t o  insurance  cornpanies, 
up t o  300 m i l l i o n  p e s e t a s  t o  o p e r a t e  L i f e  i n su rance ,  200 m i l l i o n  
f o r  P rope r ty  and Casua l ty  and 500 m i l l i o n  f o r  Reinsurance,  50% pa id  
up i n  a l 1  t h e  c a s e s .  A r e l a t i v e l y  s h o r t  t e r m  of  t h r e e  j e a r s  i s  
y iven  t o  ttie Conipanies t h a t  a t  p r e s e n t  o p e r a t e  wi thvut  reaching 
t h e s e  f i g u r e s  of  c a p i t a l .  

- üraiitiriy of f a c u l t i e s  t o  t h e  Insurance  Departnient t o  a c t  w i t t i  
a g i l i t y ,  eneryy and qu ickness  a y a i n s t  t h e  companies t h a t  behave i r 1  
a n  i r r e g u l a r  way o r  do n o t  have i t s  solvency margin covered.  

- Submission t o  t h e  c o n t r o l  o£ t h e  Insurance  Departriien of sorne 
" S o c i a l  S e c u r i t y "  p r i v a t e  companies s o  t a r  excluried frnrn t l i i s  
c o n t r o l  aritl t h a t  o c c a s i o n a l l y  have ir icurred i r i  ~ b i i s e s  arid 
i r r e s p o n s i b l e  compet i t ion .  



With t h i s  new Law, t o g e t h e r  w i t h  t h e  probleins c r e a t e d  by suiiie 
g e n e r a l l y  s m a l l  cotnpanies i n  a d i £  f  i c u l t  s i t u a t i o r i  t l ia t  a r e  beiriy 
l i y u i d a t e d  by t h e  Insurance  Department, a  t r u e  " t u r n  around" i s  
s t a r t i n y  a t  Spanish Insurance .  So f a r  t h e r e  had been p r a c t i c a l l y  no 
c o n c e n t r a t i o n s  - t h e  b i g y e s t  group does n o t  reach  5% of tlie iiiarket 
s h a r e  - but  t h i s  s i t u a t i o n  w i l l  change i n  a  f a s t  way, n o t  on ly  due t o  
t h e  Insurance  Law and t h e  p o s s i b l e  e n t r a n c e  o£ Spain  i t i  t h e  Coi~urion 
Market ( i r 1  which 1 p e r s o n a l l y  do  no t  b e l i e v e )  bu t  a l s o  Lo tlie owri 
i n t e r n a 1  evolut ior i  ot t h e  market and t o  t h e  l o s s e s  s u f f e r c d  by some 
i n s u r e d s  due t o  t l ie  l i q u i d a t i o n  of insurai ice  cotnpanies corisldered a s  
s o l v e n t .  

L a t e l y ,  tlie Insurarice Drpartment is discuss incj  wi th  ttie rnairi irisurarice 
compariies a  p l a n  t o  c a r r y  o u t  a "rnarket c l e a r i n g "  w i t l i  tkie s ina l les t  
p o s s i b l e  l o s s  f o r  iioriest i n s u r e d s ;  t h i s  f a c t  w i l l  undoubtedly 
o r i g i n a t e  a  c o n c e n t r a t i o n  p roces s ,  even speedy.  

1 can rnention t h r e e  s i y r i i f i c a n t  exemples o f  t h i s  new s i t u a t i u i i :  

* CASER, a  r e l a t i v e l y  s l n a l l  compariy l i n k e d  t o  Savincjs U.liiks, has 
absorbed t h e  tkiree i n su rance  companies of RUMASA ( b i g  L inanc ia l  
group s u b j e c t  o t  a  worldwide s c a n d a l ) :  unión Condal, Miuerva and 
A t l a s .  The r e s u l t i n y  company a f t e r  t h e  merger rnay reacri i r i  1984 
t h e  t h i r d  p o s i t i o n  d t  t h e  Spanish insurance  ranking .  

* Another impor t an t  Company, METROPOLIS, t h a t  i r 1  1984 occupied 
p o s i t i o n  number t t i ree  i n  t h e  ranking and t h a t  concen t r a t ed  i ts  
a c t i v i t y  i n  two b i y  c o l l e c t i v e  L i f e  p o l i c i e s  (one of theni w i th  t n e  
b i y y e s t  Spanish s o c i e t y ,  t h e  T e l e f o n i c a ) ,  has  decreased i t s  
r e l a t i o n s h i p  wi th  t h i s  company and conseyueil t ly l o s t  i t s  preeminerit 
p o s i t i o n ,  f a l l i n g  t o  t h e  1 4 t h  i n  1983. I t  is s a i d  t h a t  t h i s  
cornpany, of y r e a t  solvency,  may be i n t e r e s t e d  i r i  t h e  purcliase o£ 
o t h e r  i n su rance  companies. 

* Fir ia l ly ,  MAPFRE Insurance Group has reached p o s i t i o n  nurriber orie i n  
t h e  domest ic  market ,  accord ing  t o  t h e  c r i t e r i o n  followed t o r  t h i s  
r e c o r d  uy s p e c i a l i z e d  p u b l i c a t i o n s , ~ a l t h o u y h  LA U N I O N  Y EL FENIX 
is s t i l l  t h e  iiiost impor tan t  company i f  we bear  i r 1  iiiiiid i t s  
a c t j v i t i e s  i n  France,  where it is  one of tlie f o r e i g n  i r i sure rs  of 
b iyye r  volurne and most s a t i s f a c t o r y  p u b l i c  irriaye. 

Tnis  chanye i n  trie rnarket 1s on ly  t h e  " iceberg p o i n t "  of  what it may 
liappen i n  t h e  coiuiny yea ra ,  i n  which it i s  thouyht  t h a t  more ttian a  
hundred companies, g e n e r a l l y  sma l l ,  w i l l  cilsappear by v i r t u e  of 
l i q u i d a t i o n s ,  mergers and a b s o r t i o n s ,  and i n  which Spanish in su rance  
w i l l  s t a r t  a  concer i t ra t ion .  p roces s  t h a t  w i l l  make p o s s i b l e ,  a s  i n  many 
o t h e r  European c o u n t r i e s ,  t h a t  t h e  f i v e  mairi companies reach n e a r l y  
50% o f  t he 'who le  inarket.  P r e c i s e l y ,  t h i s  s i t u a t i o n  is q u i t e  sirr i i lar  t o  
tlie Uiiited S t a t e s ' ,  where t h e  market  s h a r e  of t h ?  f i v c  f ir l i t .  irii~>i.-x.,:ce 
companies 1s a l s o  low and whose p r e s e n t  s i t u a t i o n  of l o s s e s  ir!ay 
o r i g i n a t e  a  c o n c e n t r a t i o n  p r o c e s s  p a r a l l e l  t o  t h a t  of  our  c o u n t r y ' s .  
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