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Regi stered letter with advice
of delivery

1. Notifying party
2. Notifying party

Dear Sirs,
Subj ect: Case No. IV/M18 - Ad Anev

After full exam nation of your notification, the Comm ssion has
cone to the conclusion that the notified operationfalls withinthe
scope of Council Regul ation No. 4064/89 and does not raise serious
doubts as to its conpatibility with the common nmarket.

l. Concentration

1. The notified operation envi saged by Conpagni e Fi nanci ére et de
Réassurance du Groupe AG (AG and N. V. Anev will be conpleted as
follows: all interests and activities of both groups wll be

brought wunder two subhol ding conpanies (respectively AG 1824,
Bel gi sche Maat schappij van Al genene Verzekeringen, and Anev/VSB
1990 N. V.). AGand Anev w Il each take 50 %of the shares of these
subhol di ngs and both parent conpanies will nerely continue to exi st
as i ndependent hol di ng conpanies. Both the subhol ding conpani es
w Il operate as one single group under one single managenent. The
deci si on-maki ng bodies of the new group (Supervisory Conmttee,
Managenent Committee, Co-ordinating Commttee) will be conposed of
an equal nunber of nenbers respectively appointed by AG and Anev.

2. Since AG and Amev will bring all activities, on a lasting
basis, into the new, jointly controlled group the operation
constitutes a nerger from an economc point of view and the
acquisition by AG and Amev of 50 %in each other's subhol di ngs has
to be considered as a concentration within the nmeaning of Article
3(1)(b) of the Merger Regul ation.
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Il. Community di nension

3. The operation in question raises a legal issue as to the
cal cul ation of the turnover for insurance conpanies. It 1s a
common practice that insurance conpanies invest part of the
prem uns received in real estate as a neans of cover for technica

reserves. |If the turnover of AG s and Anev's insurance activities
is calculated by excluding the turnover realised by the conpanies
active in the real estate sector and bel onging to the groups AG and
Amev, then the aggregate worldw de turnover of both groups, in
1989, is only 4,903 mllion ECU  \Wereas, if the turnover of rea

estate conpanies is included, the worldw de turnover is 5,053
mllion ECU and, therefore, the threshold of Article 1(2)(a) is
met .

4, The parties argue mainly that the real estate investnents as
wel | as other investnents are inherent in the insurance activities
and that therefore the financial results of these investnents
should not be taken into account since the special rule for
calculating the turnover of insurance conpanies, laid down in
Article 5(3)(b), applies. They point out that there is a |lega
obligation for insurance conpanies to invest the acquired prem uns
and that it would be arbitrary to treat the turnover from real
estate in the framework of Article 5 differently fromthe turnover
from ot her investnent categories.

5. This argunent is not convincing. Article 5(3)(b) states that
for insurance undertakings the value of gross prem uns shall be
used in place of turnover. This provision does not constitute a
special threshold for insurance conpanies, but only a special
nmet hod of cal cul ati on of turnover and does not exenpt themfromthe
general rules stated in Article 5. Article 5(4) provides for the
turnover of an undertaking itself and the ot her conpani es bel ongi ng
to the same group. |f an insurance conpany conducts ot her kinds of
busi ness through a subsidiary, this business generates a turnover
which has to be added to the turnover of the insurance conpany
itself (i.e. its gross premum incone). In this case, it is
irrelevant that the capital of the subsidiary is raised by the
i nsurance conpany out of its technical reserves. For the purpose
of the thresholds laid down in Article 1, the ainms and net hods of
generating turnover are immterial.

6. The turnover of AG and Anev has, therefore, to be cal cul ated
including the turnover achieved by their real estate conpanies.
Hence it follows that the 5 billion ECU threshold is net. Since
the other requirements of Article 1(2) are also fulfilled, the
notified operation has a Community di mension within the neani ng of
Article 1.

[11. Conpatibility

7. The i nsurance conpani es Anev and Group AG are mmj or providers
of insurance services with significant market positions especially
in their honme markets, in the Netherlands and in Belgium
respectively. As the parties are to a large extent active on

geographically conplenmentary markets and do not create or
strengthen a domnant position on narkets where they are
conpetitors, their merger does not raise doubts as to its
conpatibility wth the comon narket.



1. Rel evant markets
a. Servi ce mar ket
9. Amev and Group AGare mainly active in the insurance busi ness.

Both groups al so have interests in banks, Anev in the Dutch VSB
G oep N.V. and G oup AGin the Bel gi an I\/Etropolitan S. A But there
is very little geographical overlap in the banking activities of
t hese conpani es and t he market shares do not go beyond 5 %w th the
exception of one market (credit cards in the Netherlands). The
i npact of the nmerger on conpetition in banking markets is therefore
insignificant and can be ignored.

10. Amev and G oup AG offer a wi de range of insurances mainly to
the final consuner to cover all kinds of risks. The parties
di stingui sh between up to 19 different insurances across the life
and non-life (damage) sector. The nost inportant insurances wth
regard to volunme of premuns are |life, autonobile, fire, genera
liability and acci dents. Anmev and G oup AG suggest the exi stence of
as many relevant service markets as there are insurances for
different kinds of risks. It can be left open whether this
suggestion 1is «correct, because even on this narrow narket
definition the nerger does not raise serious doubts.

b. Geogr aphi cal mar ket

11. The activities of both conpanies in the insurance business are
geographically w dely spread. Wthin the EEC they offer their
services in the Netherlands, Belgium Luxenbourg, France, the
United Kingdom Ireland, Spain and Denmark. However, nost of the
gross prem umincone stens fromonly the two countries, Bel giumand
t he Net herl ands.

12. The relevant geographical nmarkets for the insurances in
guestion seemto be the national nmarkets of each Menber State:

- Risk levels vary due to different |egal environnments and
social security systens.

- Distribution systens vary from Menber State to Menber State.

- Publ i c supervision and regul ation of nmarkets (inter alia for
tax reasons) differ. Freedomto establish and provide cross-
border services has not yet been fully effective. So far only
Council Directive 88/ 357 for the non-life sector with regard
to large risks has entered into force.

13. Again, the question of the relevant market can remai n open.
Even on the arrow basis of national insurance markets, which the
parties claimto be the rel evant geographi cal nmarkets, the nerger
does not raise serious doubts.

2. Mar ket shares

14. The nerger of Anev and Group AG mai nly concerns conpetitionin

the insurance markets of the Netherlands and Belgium The
aggregate market shares of the parties in the insurance markets of
France, Denmark and Ireland are below 3 % A significant

i npedi ment to effective conpetition on these markets through the
nmerger is, therefore, unlikely. The same is true for the i nsurance
mar kets in Luxenmbourg, the United Kingdom and Spain. The narket
shares of either Amev or G oup AG are partly above 3 % on sone of
t hese markets. But, as only one of the conpanies concerned is
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active on each of these markets and the market shares held by one
of themdo not exceed % (Y (travel insurance, United Kingdom, the
merger is not detrinmental to the structure of conpetition on these
mar ket s.

a. The Dutch i nsurance narkets

15. Although Anev is one of the | argest providers of insurances in
t he Net herl ands besi des Nati onal e Neder| anden and Aegon, it holds,

in general, market shares in the range of only % (® to % (2. Its
mar ket share is considerably higher only in one market, called
" Spaar kasbedrijf". The service provided in this market is a
conbination of a risk insurance and a savings schene. Amev

i ntroduced this service a fewyears ago, created a ni che mar ket and
remains the market |leader with a %®. market share as of today.
Except for this market, the Dutch i nsurance markets are noderately
concentr at ed.

16. G oupe AGis active on only two Dutch i nsurance markets where
it is an alnost insignificant conpetitor with market shares of %
(life insurance) and % (fire and other danmage to property). The
creation or strengthening of a dom nant position on these narkets
t hrough the nerger of Amev and G oupe AG can therefore be excl uded.

Wth regard to the Dutch insurance markets, the nerger does not

giverise to serious doubts as toits conpatibility with the common
mar ket .

b. The Bel gi an i nsurance markets

17. Goupe AG ranks first anmong the mmjor Belgian insurance
conpanies. It is closely foll owed by Royal e Bel ge. The conpany is
particularly strong in the follow ng four markets: |ife insurance,
medi cal care, disability and fire insurance. It is, in all four

mar kets, the market |eader with market shares above 10 % In two
of these markets, G oupe AG holds market shares well beyond this
level: % for other damage to property and % for disability.

18. Apart from the aforenentioned markets, all other Belgian
i nsurance nmarkets are |ess concentrated. The market shares of
G oupe AG do not surpass the 10 % threshol d.

19. The significance of relatively high market shares for the
apprai sal of a nerger depends, to a considerable extent, on the
barriers to entry to the relevant narket. It is reasonable to
assunme that there are significant entry barriers to the Bel gian
i nsurance markets, as indeed to other insurance markets in the
Comuni ty:

- Legal requirenents and prudential rules call for substantia
resources of a newconer in capital and financial reserves.

- Return on investnent is slowinthe initial phase after entry.
There are high start-up costs for pronotion and adverti sing.

- Conpetitors in nei ghbouring geographical markets are not yet
fully free to offer cross-border services (see above).

20. For all these reasons, there are relatively few new entrants

(1) Precise figure del eted; market share is below 25 %
(2) Precise figure del eted; market share is below 10 %
(3 Precise figure del eted; market share is above 25 %
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to the Belgian insurance markets, as has been confirnmed by the
notifying parties.

21. Although the barriers to entry underline the strong position
G oupe AG holds in sone Bel gi an i nsurance markets, the creation or
strengt hening of a dom nant position through the nmerger with Anev
is not |ikely.

22. Amev is, like Goupe Ag in the Dutch markets, only a m nor
conpetitor on the Bel gian insurance markets. The nerger does not
change the nmarket position of Goupe AGin a way that it is not
conpatible with the comobn narket. Amev does not offer a full
range of insurances in Belgium Were Goupe AGis strongest - in
the market for disability insurances with a % market share - Anev
does not operate. In the other market where G oupe AG holds a
strong position with a %® market share (ot her danage to property),
Amev has a market share of only % and is, therefore, an
insignificant conpetitive force. In this market, as in all the
other markets where both parties are conpetitors, the gap wth
regard to market shares between Goupe AG and its nearest
conpetitor (which is never Arev) remains quite narrow. This wll
not substantially change after the nerger. Furthernore, there are
other conpetitors wth considerable financial resources and
experience besides Goupe AG and Amev, like Royale Belge, |a
Bal oi se, DKV, Axa, Smap/ Omb, Cger/Asl k, Ci gna and Assubel. Were
the market share of Groupe Ag does not surpass the 10 % | evel
Amrev's mar ket share does not exceed 2 %

23. The establishnent of a |link between G oupe AG and Royal Bel ge
through the nerger with Amev, the latter having a joint venture
with Royale Belge in the French insurance nmarket, does not
significantly inpede effective conpetition anong them (Three
sentences del eted here). Gven the very limted scope of the joint
venture, it wll not have an appreciable inpact on conpetition in
Bel gi an mar ket s.

I V. Comments of third parties

24. The notification of the proposed operation was published in
the O ficial Journal of the European Communities on 24 Cctober 1996
® . No comments fromthird parties were received followi ng that
publ i cati on.

* *
(4) Precise figure del eted; market share is above 25 %
(%) Precise figure del eted; market share is between 20 and 30 %

(6) 0 J. C 268/8, 24.10.90.



For the above reasons, the Conm ssion has decided not to
the notified operation and to declare it conpatible with

common mar ket .
This decision is adopted in application of Article 6, paragraph

1(b) of Council Regul ation No. 4064/ 89.

oppose
t he

For the Comm ssion,
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