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TO OUR SHAREHOLDERS

To our shareholders

Dear Shareholders,

In this interim report we wish to inform you about the business perform-
ance of the Munich Re Group in the first half year 2002.

Our result was heavily influenced by four exceptional factors:

— The transactions prepared in 2000 and 2001 to reorganize Munich Re
and Allianz shareholdings were completed as planned in the first half
of 2002. The profits from reducing our stake in Allianz AG and from
selling our holdings in Allianz Leben (first quarter) and in Bayerische
Versicherungsbank and Frankfurter Versicherung (second quarter)
amounted to €4.7bn.

— In order to deal decisively with the series of long-tail losses from our
US business, we strengthened the loss reserves of our US subsidiary
American Re by US$ 2bn. This adds 24.9 percentage points to our com-
bined ratio.

— We also increased our reserves for losses from the 11th September
attack on the World Trade Centre (WTC) by US$ 500m for the whole
reinsurance group. This measure raises our combined ratio by 6.2 per-
centage points.

— Lastly, trends on the capital market were unsatisfactory in the first half
of 2002. Amidst great volatility, there were some dramatic falls in share
prices. We have taken account of this with writedowns of around
€1.5bn in our equity portfolios, which have impacted Group net
income with an amount of €0.8bn.

Our result for the first half year amounted to €4.1bn, compared with
€1.3bn in the same period last year. It is made up of a profit of €4.5bn
for the first quarter and a loss of €383m for the second quarter.

Group premium income rose from €17.1bn to €20.4bn, an increase of no
less than 19.9%, which was mainly attributable to our reinsurance business.

The reinsurance treaty renewals at 1st April and 1st July 2002 confirmed
the turn-of the-year trend towards better prices and conditions. Claims
expenses for major losses at the half-year stage were well below the
average for recent years. This generally very positive development is
reflected in a greatly improved combined ratio of 102.0%, after elimin-
ation of the reserve strengthening for US business and the increase of
our provisions for losses from the WTC attack. In the comparable period
of 2001 the adjusted combined ratio had been markedly higher at 107.7%.

We reported to you in detail on the situation at American Re via the
media on 10th July and at the AGM on 17th July. Following the sub-
stantial strengthening of its reserves, far-reaching organizational and
personnel measures, and major strategic realignment, American Re is a
completely different company from what it was half a year ago. In future
it will be concentrating solely on the US market, where the operating
conditions for its business activities have significantly improved.

Against the background of growing risks worldwide, demand for rein-
surance cover is constantly increasing. Munich Re benefits to a special
degree from this demand, thanks to its expertise backed by financial
strength and flexibility.



The importance of capital strength is being starkly demonstrated at the
moment in primary insurance as well, where life insurance in particular is
facing a stern test as a result of the developments in the capital markets.
However, we continue to see the future of the German life insurance
industry positively. Even if the upheavals in the capital markets mean that
bonuses allocated to life insurance clients now have to be adjusted to
reflect lower investment returns, life insurance is still superior to other
forms of old-age provision. Greater private provision is inevitable, and
the state subsidization of funded supplementary pensions will fuel
demand for life insurance products still further. Although premium income
will not grow as quickly as initially expected, our Group’s life insurers,
Hamburg-Mannheimer, VICTORIA and Karlsruher, will continue to be
successful as a result of their excellent positioning.

Like all investors, we are currently concerned about the development of the
stock markets. After the fall in share prices that has hit nearly all market
segments, our equity capital (shareholders’ equity plus valuation reserves)
has decreased since 31st December 2001. Notwithstanding this, the Munich
Re Group remains one of the most strongly capitalized risk carriers in the
world.

Our clients are well aware of these developments. We therefore expect
further premium growth in both primary insurance and reinsurance.

Without doubt, though, there is still a great deal to do. We are assigning
top priority to refining our structures, processes and tools, and are im-
proving the quality of our portfolio with each round of reinsurance treaty
renewals.

Nevertheless, we prefer to refrain from giving a result forecast for the cur-
rent business year. It is true that our reinsurance portfolio has performed
very well to date, but given the volatility of such business, this does not
necessarily say anything about the result for the business year as a whole.
Moreover, further impairments in our equity portfolio as a consequence of
the unsatisfactory trends on the stock markets — current price fluctuations
are extreme — cannot be excluded. These variables make a reliable predic-
tion of the result for the year too complex at present.

Yours sincerely,

£ ] btcaiids

TO OUR SHAREHOLDERS



OVERALL ECONOMIC DEVELOPMENT

Overall economic development

- Divergence between capital market trends and the real economy
- Markedly increased risk of a renewed slowdown in the global
economy

Overall economic development in the second quarter was characterized
by a divergence between capital market trends and data from the real
economy, especially in the US and Europe. The danger is growing that
economic development will suffer sustained damage from what is hap-
pening in the financial markets.

Whilst positive news from the real economy continued to predominate at
the beginning of the period under review, prices on the stock markets fell
dramatically in industrialized countries. The volatility of these markets,
particularly in July, reached levels last experienced in autumn 1998.

After a strong start to the year, growth in the US economy was well
below expectations in the second quarter, with provisional figures show-
ing a seasonally adjusted annualized real growth rate in GDP of only
1.1%. Following this, a number of early indicators in July were disap-
pointing.

There has also been a lack of positive news from the real economy in
Euroland since the end of the first half year. Individual early indicators,
e.g. the ifo business climate index in Germany or the INSEE business
climate index in France, have made sobering reading.

There has been positive growth in the Japanese economy, albeit restrained
and at a low level. In the emerging markets of Asia, development has
even been very satisfactory, although concerns are mounting that a
renewed slowdown in the US economy could have a knock-on effect on
these markets. In Latin America, the crisis in Argentina is threatening to
spread to neighbouring countries.

Despite considerable reductions in interest rates last year, inflation rates
in most of the industrialized countries stayed at a low level in the first
half year of 2002. Key interest rates in the US, Euroland, the UK and
Japan remained unchanged up to the middle of the year.

The dollar initially came under further pressure from all the major curren-
cies in the period under review. This helped the euro to achieve parity for
a short time in mid-July.

In the light of the current situation in the capital markets and the geo-
political environment, any forecasts regarding overall economic develop-
ment in the second half of the year involve substantial uncertainty. The
risks to growth have increased markedly in the past few months. We
expect the volatility to continue on the equity and bond markets. On the
foreign exchange markets we are proceeding on the assumption that

the euro-dollar exchange rate will remain within the range of the last few
years.



BUSINESS EXPERIENCE / REINSURANCE

Business experience from 1st January to
30th June 2002

Gross premiums by division

REINSURANCE
Corporate Underwriting/Global Clients 19.8%

Special and Financial Risks 8.8%

Upward trend on the reinsurance market continues
Portfolio quality significantly improved

Realignment of American Re underpinned with a substantial
strengthening of reserves

Provision for World Trade Center loss increased

High realized capital gains and writedowns on investments

Life and Health 25.5%

The performance of Munich Re’s active reinsurance business was very
satisfactory in the first half of 2002.

Europe 1 9.6%

Europe 2/
Latin America 10.8%

In negotiating reinsurance treaties, whose renewal dates were mostly at Asia, Australasia, Africa 5.6%
the start of the year, we reached important intermediate goals. Especially
as regards highly exposed non-proportional business as well as cover
for large individual risks, we achieved marked price adjustments and
improvements in conditions.

North America 19.9%

Our main aim was to improve the quality of our portfolio: additional
growth was not of prime concern. Of the reinsurance treaties up for
renewal at 1st January, we therefore terminated almost one fifth — meas-
ured in terms of premium volume — because appropriate improvements
in prices and conditions were not possible. At the same time, we not only
achieved appreciably better terms of trade for the renewed business but
also acquired attractive new business.

The significantly heightened awareness of the necessity and value of
reinsurance with top security continued to benefit us in the renewal of
treaties at 1st April and 1st July.

In the second quarter, our premium income increased by 22.7% com-
pared with the same period last year, reaching €6.2bn (5.1bn). In the
first six months of 2002, our premium thus grew by 30.2% to €13.2bn
(10.1bn). For the year as a whole, however, we expect the growth rate to
be appreciably lower than in the first half year. The grounds for this are
to be found in the underlying figures from last year, when growth was
comparatively low in the first half year but was boosted by several one-
off transactions in the second half year.

Reinsurance Q1-2 2002 Q1-2 2001 Q2 2002 Q2 2001
Gross premiums €bn 13.2 10.1 6.2 5.1
Loss ratio non-life % 106.4 80.5 139.7 78.6
Expense ratio non-life % 26.7 29.8 24.8 29.9
Combined ratio non-life % 133.1 110.3 164.5 108.5

Result before
amortization of
goodwill €m 4,282 1,482 -1,186 601

30.6.2002 31.12.2001

Investments €bn 70.9 71.0
Net underwriting provisions €bn 54.4 50.8




BUSINESS EXPERIENCE / REINSURANCE

In life and health reinsurance, we increased our premium income in the
second quarter by 10.9% to €1.7bn (1.6bn); this meant that it rose by
9.6% to €3.4bn (3.1bn) in the first half year. In property-casualty reinsur-
ance, premium climbed by 27.9% to €4.5bn (3.5bn) in the second quarter,
and by 39.2% to €9.8bn (7.0bn) in the first six months of the business
year. A particularly gratifying fact was that this premium growth reflected
in no small part the improved relationship between the risks assumed
and the prices obtained for them.

Two factors substantially affected our reinsurance result: the strengthen-
ing of reserves for our US business and the increase in provisions for
losses from the terrorist attack of 11th September 2001.

The entire claims situation at our US subsidiary American Re was
thoroughly reviewed in the second quarter. Our objective was to deal
decisively with the long-tail losses from the past, which have been a
major issue in recent years. We have therefore increased American Re’s
loss reserves by US$ 2bn, thus making provision for all claims burdens
that may still be reasonably expected from the past losses.

The increase of US$ 500m in our reserves for the WTC loss is due to the
unique complexity and magnitude of this event. The extra provision we
have made is exclusively for losses which have not been reported yet
and are thus especially difficult to estimate.

Otherwise, expenses for large losses were considerably lower in the first
half year than in the comparable period last year. We were not affected
by claims burdens from major natural catastrophes in the first half of
2002.

The combined ratio amounted to 164.5% in the second quarter, or 102.2%
excluding the above-mentioned additional reserving. For the first half of
2002, the combined ratio totalled 133.1% (110.3%). Adjusted to eliminate
the additional reserving, it amounted to 102.0% (107.7%). For the whole
of 2001 the combined ratio had been 135.1%, or 119.7% excluding the
losses from the 11th September terrorist attack. If last year’s additional
reserving for American Re is eliminated as well as the WTC claims, the
combined ratio for 2001 was 112.7%.

The result of our Group's reinsurance business before amortization of
goodwill totalled -€1,186m (601m) for the second quarter and €4,282m
(1,482m) for the first half year. Its contribution to the result after tax was
—€254m (425m) in the second quarter and €4,902m (1,208m) for the first
six months of the year.



PRIMARY INSURANCE

— Further dynamic growth in Germany and abroad
— High writedowns on investments due to weak stock markets
— Systematic expansion of distribution channels

The primary insurers in the Munich Re Group - especially the companies
in the ERGO Insurance Group — maintained their strong growth in the first
half of 2002. Premium income rose by 6.1% in the second quarter to
€3.8bn (3.6bn), thus increasing in the first half year by 6.7% to €8.4bn
(7.8bn). Most of this was organic growth.

The increase derived from all fields of business, but the main contributor
was life insurance, where premium rose by 11.3% in the second quarter
to €1.8bn (1.6bn). Our life insurers have proved themselves to be espe-
cially attractive providers of products offering private provision — of all
varieties, not just “Riester” supplementary pension products. In the first
half of 2002 our premium income from life insurance expanded by 7.7%
to €3.5bn (3.2bn). This expresses the increasing need among our clients
to make personal provision for old age.

Gross premiums in health insurance grew by 4.6% in the second quarter,
totalling €1.0bn (1.0bn). The increase in the first six months reached 5.0%,
with premium income climbing to €2.1bn (2.0bn). There was double-digit
growth in new business in Germany, driven partly by the concern that the
earnings ceiling for compulsory public health insurance would be raised.
Our new clients were thus casting an impressive vote for the attractive-
ness of private health insurance.

Premiums in property-casualty insurance amounted to €1.0bn (€1.0bn) in
the second quarter. In the first half of 2002 our premium from this busi-
ness sector was up 6.4% to €2.8bn (2.6bn), particularly due to our non-
German business, which showed growth rates well into two digits. Also
worthy of mention is industrial property insurance, where long-overdue
remedial measures are gradually leading to risk-adequate prices again,
and corresponding premium growth.

In the first half year 2002 our primary insurers continued to consistently
pursue their strategy of seeking access to clients via as many channels
as possible. ERGO'’s collaboration with the HVB Group is moving swiftly
ahead. In addition, the ERGO Insurance Group has forged a strategic
partnership with KarstadtQuelle. One outcome of this is the joint-venture
company KarstadtQuelle Financial Services GmbH (KQFS), in which
ERGO and KarstadtQuelle each hold a stake of 50% and which will in
future provide a comprehensive range of insurance, banking and other
financial services products through a variety of distribution channels. This
will give us access to around 19 million customers of the KarstadtQuelle
Group. Also in the context of this partnership, ERGO has acquired a
72.5% interest in Quelle Versicherungen, the third-largest German direct
insurer, with premium income of €550m.

BUSINESS EXPERIENCE / PRIMARY INSURANCE

Gross premiums by class of insurance

Life 41% (37%)

Health 26% (24%)

Property-casualty 33% (39%)



BUSINESS EXPERIENCE / PRIMARY INSURANCE

The primary insurers’ results have been hit by the unsatisfactory stock
market situation, which required writedowns of €7m on equity portfolios
in the first quarter and €166m in the second. Consequently, our primary
insurers achieved a result before amortization of goodwill of only €6m
(231m) in the second quarter, and €115m (345m) in the first six months.
Their contributions to the Group result after tax for these periods were
—€74m (€82m) and —€47m (€104m) respectively.

Primary insurance Q1-2 2002 Q1-2 2001 Q2 2002 Q2 2001

Gross premiums €bn 8.4 7.8 3.8 3.6

Result before
amortization of
goodwill €m 115 345 6 231

30.6.2002 31.12.2001

Investments €bn 106.0 103.6

Net underwriting provisions €bn 89.4 87.4




ASSET MANAGEMENT

- Weak state of capital markets necessitates large writedowns on
investments

- Transactions between Munich Re and Allianz successfully
completed

The recovery that took place on the international stock markets in the
last quarter of 2001 failed to continue in the current business year. The
volatile sideways movement in the first quarter of 2002, with an interim
high in March, was followed by a decline in share prices that saw the
DAX falling to a first-half-year low of 4,099 points on 26th June.

In the year to date the global bear market has left its mark on the Munich
Re Group’s equity portfolios, with our insurance and bank stocks in par-
ticular suffering substantial losses in market value.

The recent worldwide slide in share prices is partly attributable to the
fear of a renewed slowdown in the economy. Above all, however, the
apparently dubious accounting practices of firms like Enron and World-
Com have shaken investors’ confidence. The Munich Re Group’s portfolio
also included such stocks, but the volume of our investments in US com-
panies whose rating has been seriously affected totals less than 0.2% of
the market value of our investments as a whole.

Development on the bond markets was distinctly less volatile. Interest
rates in the main economies stayed at a historically low level, with yields
on ten-year government bonds remaining under 5.5% in Euroland, the UK
and the US. Munich Re’s bond portfolio is broadly diversified internation-
ally and by bond category, as well as subject to strict risk requirements.

Our investment result in the first half year was significantly influenced
by capital gains totalling €4.7bn from the transactions with Allianz. In
the first quarter, gains of €3.8bn were realized on the sale of shares in
Allianz AG and Allianz Leben, and in the second quarter a further €0.9bn
was realized from the disposal of our shares in Frankfurter Versicherung
and Bayerische Versicherungsbank. On the other hand, the sharp falls in
prices on the stock exchanges in the first half year necessitated write-
downs on our equity portfolios amounting to €1.5bn, of which €1.4bn
occurred in the second quarter. The overall investment result for the sec-
ond quarter was a profit of €2.0bn, compared with a profit of €9.0bn for
the first half year.

BUSINESS EXPERIENCE / ASSET MANAGEMENT

Investment mix

Non-fixed-interest securities 17% (19%)
Other 10% (10%)
Real estate 6% (6%)

Participating interests 10% (10%)

Loans 7% (7%)

Fixed-interest
securities 50% (48%)



PROSPECTS
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Prospects

There are various reasons why the quarterly results of insurance com-
panies, including Munich Re, are not a completely reliable indicator for
the results of the business year as a whole. Losses from natural catas-
trophes and other major losses have a disproportionate impact on the
result of the reporting period in which they randomly occur. Late-reported
claims for major loss events can also lead to substantial fluctuations in
individual quarterly results. Furthermore, gains and losses on the disposal
of investments are accounted for in the quarter in which the investments
are sold.

— Continued strong premium growth in reinsurance and substantially
lower combined ratio for active business

— Capital markets extremely weak and volatile so far

— High capital gains on the sale of shareholdings compensate for
strengthening of reserves and writedowns on equities

GROWTH

For the whole business year we expect Group premium income to reach
€40bn (36bn).

Especially in reinsurance, our premium income for 2002 will show another
strong increase: we anticipate growth of 13.6% (21.1%) to €25.2bn (22.2bn)
and a substantially reduced combined ratio for our active business. For
2003, given the diminishing market capacity and low investment yields,
we look forward to further appreciable improvements in our terms of
trade.

In primary insurance, Germany continues to be by far our most important
market. In view of the difficult economic environment, premium growth
in the German market is likely to reach around 4% at most, driven largely
by life and health insurance.

All in all, we should record gross premiums of €16.9bn from primary
insurance in 2002, or 7.4% more than last year. We expect overall growth
of 9.2% in life insurance, 5.1% in health insurance, and 6.9% in property-
casualty insurance. These figures include the premium income written
by Quelle Versicherungen, which we acquired in the first half year and
whose premiums for 2001 totalled €550m.



PROSPECTS

RESULT

On the one hand, the result for 2002 will benefit significantly from the
€4.7bn in book profits from our sale of shares in the Allianz Group com-
panies. On the other hand, this income will be partly offset by expenses
for the additional allocations to reserves for our US business and losses
from the WTC attack. On top of this, there are considerable impairments
in our equity portfolios.

Up until 30th June a significant feature of our result in reinsurance had
been the below-average claims costs from large and very large losses.

In July and August there was a succession of bad weather events with
severe precipitation that led to disastrous flooding. Particularly affected
were southern, central and eastern Europe (Germany, Italy, Austria, parts
of Russia and the Czech Republic) and certain regions in China and India.
Altogether, on the basis of current knowledge, we expect our total claims
expenses from these events to be in the mid triple-digit million euro
range. The nevertheless satisfactory performance of our reinsurance busi-
ness in the risk period to date is, however, being overshadowed by the
weak and volatile stock markets: the falls in prices have led to high
impairments and low capital gains, and are also impacting our primary
insurance results. Further writedowns on investments in the second half
of the year cannot be ruled out unless share prices stage a significant
recovery. The profits from our shareholdings in Allianz and HypoVereins-
bank are taken into account proportionally in our investment result,
deferred by one quarter in each case. The reduced expectations recently
published by these groups will also affect our results in due course.

Munich, August 2002
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CONSOLIDATED BALANCE SHEET
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Consolidated balance sheet as at 30th June 2002

ASSETS

A. Intangible assets

I. Goodwill

Il. Other intangible assets

B. Investments

I. Real estate

Il. Investments in affiliated enterprises
and associated enterprises

Ill. Loans

IV. Other securities

1. Held to maturity

2. Available for sale

3. Held for trading

V. Other investments

1. Deposits retained on assumed
reinsurance

2. Miscellaneous

C. Investments for the benefit of life
insurance policyholders who bear
the investment risk

D. Ceded share of underwriting provisions

E. Receivables

F. Cash with banks, cheques and cash

in hand

G. Deferred acquisition costs

H. Deferred tax

I. Other assets

Total assets

31.12.2001 Change
€m €m %
4,419 118 2.7
1,103 160 14.5
5,522 278 5.0
9,044 437 4.8
12,558 2,820 225
11,182 829 7.4
980 -76 -7.8
111,251 -3,005 -2.7
412 -56 -13.6
112,643 -3,137 -2.8
12,800 548 4.3
3,101 -375 -12.1
15,901 173 1.1
161,328 1,122 0.7
666 8 1.2
11,994 -402 -3.4
9,713 280 2.9
1,866 485 26.0
7,286 280 3.8
2,320 1,115 48.1
1,359 -416 -30.6
202,054 2,750 1.4




CONSOLIDATED BALANCE SHEET

31.12.2001 Change
EQUITY AND LIABILITIES €m €m %
A. Shareholders’ equity
I. Issued capital and capital reserve 3,167 280 8.8
Il. Revenue reserves 11,522 -514 -4.5
Ill. Other reserves 4,418 -2,819 -63.8
IV. Consolidated profit 250 3,848 >1,000.0
19,357 795 4.1
B. Minority interests 990 -309 -31.2
C. Gross underwriting provisions
I. Unearned premiums 5,812 657 11.3
Il. Provision for future policy benefits 89,016 4,860 5.5
lll. Provision for outstanding claims 39,511 3,687 9.3
IV. Other underwriting provisions 15,642 -4,517 -28.9
149,981 4,687 3.1
D. Gross underwriting provisions for life insurance
policies where the investment risk is borne by the
policyholders 655 7 1.1
E. Other accrued liabilities 2,730 159 5.8
F. Liabilities
I. Notes and debentures 2,474 -304 -12.3
Il. Other liabilities 22,187 -2,916 -13.1
24,661 -3,220 -13.1
G. Deferred tax liabilities 3,541 646 18.2
H. Other deferred items 139 =5 -10.8
Total equity and liabilities 202,054 2,750 1.4
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CONSOLIDATED INCOME STATEMENT

Consolidated income statement for the period
1st January to 30th June 2002
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Q1-2 2002 Q1-2 2001 Change Change

ITEMS €m €m €m %
1. Gross premiums written 20,448 17,055 3,393 19.9
2. Net earned premiums 17,826 15,110 2,716 18.0
3. Investment result 8,974 5,313 3,661 68.9
4. Other income 870 459 411 89.5
Total income (2-4) 27,670 20,882 6,788 325
5. Net expenses for claims and benefits 18,617 14,587 4,030 27.6
6. Net operating expenses 4,270 3,952 318 8.0
7. Other expenses 1,133 524 609 116.2
Total expenses (5-7) 24,020 19,063 4,957 26.0
8. Result before amortization of goodwill 3,650 1,819 1,831 100.7
9. Amortization of goodwill 164 97 67 69.1
10. Operating result before tax 3,486 1,722 1,764 102.4
11. Tax -615 342 —957 -
12. Minority interests in earnings g 82 =79 -96.3
13. Net profit 4,098 1,298 2,800 215.7
Q1-2 2002 Q1-2 2001 Change Change

€ € € %

Earnings per share 23.15 7.34 15.81 215.4




CONSOLIDATED INCOME STATEMENT

Consolidated income statement for the period
1st April to 30th June 2002

Q2 2002 Q2 2001 Change Change

ITEMS €m €m €m %
1. Gross premiums written 9,707 8,141 1,566 19.2
2. Net earned premiums 9,070 7,496 1,574 21.0
3. Investment result 2,047 2,633 -486 -19.2
4. Other income 652 240 412 171.7
Total income (2-4) 11,769 10,269 1,500 14.6
5. Net expenses for claims and benefits 10,192 7,370 2,822 38.3
6. Net operating expenses 2,120 1,939 181 9.3
7. Other expenses 688 136 552 405.9
Total expenses (5-7) 13,000 9,445 3,655 37.6
8. Result before amortization of goodwill -1,231 824 -2,055 -
9. Amortization of goodwill 90 55 85| 63.6
10. Operating result before tax -1,321 769 -2,090 -
11. Tax -930 210 -1,140 -
12. Minority interests in earnings -8 66 -74 -
13. Net profit -383 493 -876 -
Q2 2002 Q2 2001 Change Change

€ € € %

Earnings per share -2.16 2.79 -4.95 -

15



CONSOLIDATED INCOME STATEMENT

Consolidated income statement quarterly breakdown

Q2 2002 Q1 2002 Q4 2001 Q3 2001 Q2 2001 Q1 2001

ITEMS €m €m €m €m €m €m
1. Gross premiums written 9,707 10,741 10,297 8,771 8,141 8,914
2. Net earned premiums 9,070 8,756 8,855 7,715 7,496 7,614
3. Investment result 2,047 6,927 2,703 2,404 22588 2,780
4. Other income 652 218 247 186 240 219
Total income (2-4) 11,769 15,901 11,805 10,305 10,269 10,613
5. Net expenses for claims and benefits 10,192 8,425 9,243 10,332 7,370 7,217
6. Net operating expenses 2,120 2,150 2,067 1,739 1,939 2,013
7. Other expenses 688 445 663 300 136 388
Total expenses (5-7) 13,000 11,020 11,973 12,371 9,445 9,618
8. Result before amortization of goodwill -1,231 4,881 -168 -2,066 824 995
9. Amortization of goodwill 90 74 52 81 55 42
10. Operating result before tax -1,321 4,807 -220 -2,147 769 953
11. Tax -930 315 -464 -918 210 132
12. Minority interests in earnings -8 11 79 -16 66 16
13. Net profit -383 4,481 165 -1,213 493 805
Q2 2002 Q1 2002 Q4 2001 Q3 2001 Q2 2001 Q1 2001

€ € € € € €

Earnings per share -2.16 25.35 0.93 -6.86 2.79 4.55
Earnings per share, diluted - 25.24 0.93 -6.83 2.77 4.53
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CONSOLIDATED CASH FLOW STATEMENT

Consolidated cash flow statement for the period
1st January to 30th June 2002

Q1-2 2002 Q1-2 2001
€m €m
Profit for the year, including minority interests in earnings 4,101 1,380
Net change in underwriting provisions 5,224 4,212
Change in deferred acquisition costs —285 109
Change in deposits retained and accounts receivable and payable -1,415 -1,763
Change in other receivables and liabilities -2,859 458
Gains and losses on the disposal of investments -6,224 -195
Change in securities held for trading 65 7
Change in other balance sheet items 474 339
Other income/expenses without impact on cash flow 1,157 -1,042
I. Cash flows from operating activities 238 3,505
Change from the acquisition and sale of consolidated enterprises —-458 -92
Change from the acquisition, sale and maturities of other investments 619 -4,550
Change from the acquisition and sale of investments for unit-linked life insurance =11 -2
Other -270 79
Il. Cash flows from investing activities -120 -4,723
Inflows from increases in capital 280 -
Dividend payments -10 -36
Change from other financing activities 119 757
lll. Cash flows from financing activities 389 721
Cash flows for the reporting period (I+l1+ll) 507 -497
Effects of exchange rate changes on cash -22 9
Cash at the beginning of the business year 1,866 2,273
Cash at the end of the reporting period 2,351 1,785
Additional information
Tax on earnings (net) -51 87
Interest paid 144 97
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SEGMENT REPORTING
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Segment reporting

ASSETS

Reinsurance

A. Intangible assets

B. Investments

|. Real estate

Il. Investments in affiliated enterprises and associated enterprises

Ill. Loans

IV. Other securities
1. Held to maturity
2. Available for sale

3. Held for trading

V. Other investments

C. Investments for the benefit of life insurance policyholders who
bear the investment risk

D. Ceded share of underwriting provisions

E. Other segment assets

Total segment assets

Life and health Property-casualty

31.12.2001
€m

2,098

1,260
7,181

61

23,786

166
23,952
10,227

42,681

7,070

7,987

‘ 34,798 59,836




SEGMENT REPORTING

Primary insurance

Life and health Property-casualty

‘ 2,072
‘ 6,039
‘ 2,585
‘ 12,016

935
68,824
123

‘ 69,882
‘ 1,697

Asset management

Consolidation Total

31.12.2001
€m

5,622

9,044
12,558

11,182

980
111,251
412
112,643
15,901

161,328

666
11,994
22,544

202,054
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SEGMENT REPORTING
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Segment reporting

EQUITY AND LIABILITIES

Reinsurance

A. Gross underwriting provisions

. Unearned premiums

Il. Provision for future policy benefits

Ill. Provision for outstanding claims

IV. Other underwriting provisions

B. Gross underwriting provisions for life insurance policies where the
investment risk is borne by the policyholders

C. Other accrued liabilities

D. Other segment liabilities

Total segment liabilities

Life and health Property-casualty

31.12.2001
€m

4,793
738
32,695
1,671

39,897

795
12,180

24,918 52,872




SEGMENT REPORTING

Primary insurance

Life and health

106,808

Property-casualty

Asset management

Consolidation Total

31.12.2001
€m

5,812
89,016
39,611
15,642

149,981

655
2,730
28,341
181,707

Shareholders’ equity* 20,347

Total equity and liabilities 202,054

* Group shareholders’ equity and minority interests
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SEGMENT REPORTING

Segment reporting

INCOME STATEMENT
1.1-30.6.2002

Reinsurance

1. Gross premiums written
Thereof:
— From insurance transactions with other segments
— From insurance transactions with external third parties

2. Net earned premiums

3. Investment result
Thereof:
— Income from associated enterprises

4. Other income

Total income (2-4)

5. Net expenses for claims and benefits

6. Net operating expenses

7. Other expenses

Total expenses (5-7)

8. Result before amortization of goodwiill

9. Amortization of goodwill

10. Operating result before tax

11. Tax

12. Minority interests in earnings

13. Net profit

22

Life and health Property-casualty

Q1-2 2001 Q1-2 2001
€m

7,038

501
6,537

6,047
1,490
655
179
7,716
4,874
1,798
208
6,880
836
67
769

135

631




SEGMENT REPORTING

Primary insurance Asset management Consolidation Total

Life and health Property-casualty

Q1-2 2001 Q1-2 2001 Q1-2 2001 Q1-2 2001 Q1-2 2001
€m €m

5,235 2,609 17,055

5,23; 2, 609 17,05;

2,512 5,313

37 1,245
340 459

20,882
14,587
3,952
524
19,063
1,819
97
1,722
342

82

1,298
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SEGMENT REPORTING

Segment reporting

INCOME STATEMENT

Reinsurance

1.4-30.6.2002
Life and health Property-casualty
Q2 2002 Q2 2001 Q2 2002 Q2 2001
€m €m €m €m
1. Gross premiums written 1,714 1,546 4,512 3,529
Thereof:
— From insurance transactions with other segments 178 204 125 302
— From insurance transactions with external third parties 1,536 1,342 4,387 3,227
2. Net earned premiums 1,478 1,399 4,186 2,964
3. Investment result 662 484 845 559
Thereof:
— Income from associated enterprises 400 129 977 162
4. Other income 104 35 272 93
Total income (2-4) 2,244 1,918 5,303 3,616
5. Net expenses for claims and benefits 958 1,266 6,032 2,307
6. Net operating expenses 440 387 1,033 884
7. Other expenses 56 21 214 68
Total expenses (5-7) 1,454 1,674 7,279 3,259
8. Result before amortization of goodwill 790 244 -1,976 357
9. Amortization of goodwill - 1 32 34
10. Operating result before tax 790 243 -2,008 323
11. Tax 70 46 -1,034 92
12. Minority interests in earnings - - - 8
13. Net profit 720 197 -974 228
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SEGMENT REPORTING

Primary insurance Asset management Consolidation Total

Life and health Property-casualty
Q2 2002 Q2 2001 Q2 2002 Q2 2001 Q2 2002 Q2 2001 2002 Q2 2001 Q2 2002 Q2 2001
€m €m €m €m €m €m €m €m €m €m
2,799 2,568 989 1,002 - - -307 -504 9,707 8,141
4 -2 - - = = -307 -504 - -
2,795 2,570 989 1,002 - - - - 9,707 8,141
2,542 2,327 856 808 - - 8 -2 9,070 7,496
664 1,348 -5 189 9 4 -128 —51 2,047 2,533
168 13 =5 7 5 10 - - 1,545 321
181 174 282 130 60 24 —-247 -216 652 240
3,387 3,849 l, 1853 1,127 69 28 -367 -269 11,769 10,269
2,742 3,232 496 507 - - -36 58 10,192 7,370
318 363 321 286 - - 8 19 2,120 1,939
296 169 341 188 48 18 —-267 -328 688 136
3,356 3,764 1,158 981 48 18 —295 -251 13,000 9,445
31 85 -25 146 21 10 -72 -18 -1,231 824
23 2 35 6 - - - 12 90 55
8 83 -60 140 21 10 —72 -30 -1,321 769
36 11 -8 56 5 3 1 2 -930 210
-3 27 -3 47 - 4 -2 —15 -8 66
-25 45 -49 37 16 3 =71 =17 -383 493
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SEGMENT REPORTING
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Segment reporting

INVESTMENTS* Reinsurers Primary insurers Asset management Total
31.12.2001
€m
Europe 137,060
North America 21,641
Asia and Australasia 2,027
Africa, Near and
Middle East 565
Latin America 701
Total 161,994
* After elimination of intra-Group transactions across segments.
GROSS PREMIUMS WRITTEN*
1.1-30.6.2002 Reinsurers Primary insurers Total
Q1-2 2001 Q1-2 2001
€m
Europe 12,479
North America 3,315
Asia and Australasia 626
Africa, Near and
Middle East 352
Latin America 283
Total 17,055
* After elimination of intra-Group reinsurance across segments.
1.4-30.6.2002 Reinsurers Primary insurers Total
Q2 2002 Q2 2001 Q2 2002 Q2 2001 Q2 2002 Q2 2001
€m €m €m €m €m €m
Europe 3,095 2,374 3,750 3,617 6,845 5,891
North America 2,036 1,572 17 33 2,053 1,605
Asia and Australasia 344 321 5 6 347 327
Africa, Near and
Middle East 199 166 14 11 213 177
Latin America 248 138 1 3 249 141
Total 5,922 4,571 3,785 3,570 9,707 8,141

* After elimination of intra-Group reinsurance across segments.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Notes

Accounting and valuation policies

This quarterly report as at 30th June 2002 has been prepared in accord-
ance with International Accounting Standards and their interpretation by
the Standing Interpretations Committee (SIC).

The same accounting, valuation and consolidation principles have been
applied as in our consolidated financial statements as at 31st December
2001.

Changes in the consolidated group

In the first six months of 2002 the ERGO Insurance Group acquired a
majority holding of 72.5% in Quelle Versicherungen. Otherwise there were
no significant changes in the group of consolidated companies.

Foreign currency translation

Munich Re’s reporting currency is the euro. The following table shows the
exchange rates of the most important currencies for our business
(exchange rate for €1 in each case):

Balance sheet Income statement

| 31.12.2001 | Q1-2 2001
Australian dollar 1.72060
Canadian dollar 1.37761
Pound sterling 0.62340
Rand 7.11630
Swiss franc 1.53064
US dollar 0.89802
Yen 108.015

Intangible assets

All figures in €m 31.12.2001

I. Goodwill

Il. Other intangible assets

- Software

— Purchased insurance portfolios
— Other

Total
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Changes in shareholders’ equity

Issued Capital Revenue Other |Consolidated Total share-

capital reserve reserves reserves profit holders’
All figures in €m equity
Status at 31.12.2000 453 2,712 9,174 9,513 1,750 23,602
Changes in exchange rates - - 712 -15 -1 696
Allocation to revenue reserves - - 1,749 - -1,749 -
Change resulting from valuation at equity - - 424 -149 - 275
Unrealized gains and losses on other
investments - - - -1,043 - -1,043
Consolidated net profit - - - - 1,298 1,298
Share buy-backs - - -41 - - -41
Other changes - - 7 - - 7
Status at 30.6.2001 453 2,712 12,025 8,306 1,298 24,794

Minority interests

These are mainly minority interests in the ERGO Insurance Group.

All figures in €m

Unrealized gains and losses

Consolidated profit

Other equity components

Total

Notes and debentures

All figures in €m

American Re Capital, Delaware
8.5%, US$ 237.5m QUIPS 1995/2025
Rating: A+

American Re Corporation, Princeton

7.45%, US$ 500m Senior Notes 1996/2026

Rating: AA

ERGO International AG, Dusseldorf
2.25%, €345m Bonds Exchangeable into
E.ON AG Shares 2001/2006

0.75%, €345m Bonds Exchangeable into
Aventis AG Shares 2001/2006

Rating: AA+

Munich Reinsurance Company, Munich

1.0%, €1,150m Bonds Exchangeable into

Allianz AG Shares 2000/2005
Rating: AAA

Total

31.12.2001

31.12.2001

71
145
774

990

269

565

581

1,059
2,474

The QUIPS issued by American Re Capital Delaware were redeemed in

February.
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Investment result

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1.1-30.6.2002 Reinsurance ‘ Primary insurance ‘ Asset Total
Life and health | Property-casualty | Life and health | Property-casualty management
01-2 01-2 01-2 01-2 01-2 01-2
All figures in €m* 2001 2001 2001 2001 2001 2001
Investment income
Regular income 1127 1,506 2,558 293 15 5,499
Income from write-ups 14 29 23 6 - 72
Gains on the disposal of investments 130 189 1,087 113 - 1,519
Other income - 1 7 3 19
1,211 1,725 3,675 415 23 7,109
Investment expenses
Writedowns on investments 52 n 60 25 - 208
Losses on the disposal of investments 97 146 973 96 - 1,312
Other expenses 30 54 162 15 15 276
179 27N 1,195 136 15 1,796
Total 1,092 1,454 2,480 279 8 5,313
* After elimination of intra-Group transactions across segments.
1.4-30.6.2002 Reinsurance Primary insurance Asset Total
Life and health | Property-casualty | Life and health | Property-casualty management
02 02 02 02 02 02 02 02 02 02 02 02
All figures in €m* 2002 2001 2002 2001 2002 2001 2002 2001 2002 2001 2002 | 2001
Investment income
Regular income 354 526 936 613 1,375 1,449 96 191 - - 2,761 2,779
Income from write-ups 26 - 63 3 7 3 - 2 - - 96 8
Gains on the disposal of investments 622 79 47 100 222 405 20 43 - - 1,281 627
Other income - — — - - 1 - — - - — 1
1,002 605 1,416 716 1,604 1,858 116 236 - -| 4138 | 3415
Investment expenses
Writedowns on investments 180 45 533 52 744 - 99 13 5| - 1,561 110
Losses on the disposal of investments 65 60 127 78 123 486 20 38 1 - 336 662
Other expenses 10 19 47 28 126 62 8 - 3 1 194 110
255 124 707 158 993 548 127 51 9 1 2,091 882
Total 747 481 709 558 611 1,310 -1 185 -9 -1 2,047 | 2,533
* After elimination of intra-Group transactions across segments.
Net expenses for claims and benefits
1.1-30.6.2002 Reinsurance Primary insurance Total
Life and health | Property-casualty | Life and health | Property-casualty
01-2 01-2 01-2 01-2
All figures in €m* 2001 2001 2001 2001
Gross 5,269 6,649 1,524 15,983
Ceded share 685 221 231 1,396
Net 4,584 6,428 1,293 14,587
* After elimination of intra-Group transactions across segments.
1.4-30.6.2002 Reinsurance Primary insurance Total
Life and health | Property-casualty | Life and health | Property-casualty
02 02 02 02 02 02 02 02 02 02
All figures in €m* 2002 2001 2002 2001 2002 2001 2002 2001 2002 | 2001
Gross 989 1,143 | 6,248 2,667 2,921 3,402 699 749 | 10,857 | 7,961
Ceded share 182 73 348 358 53 84 82 76 665 591
Net 807 1,070 | 5,900 2309 | 2868| 32318 617 673 | 10,192 | 7,370

* After elimination of intra-Group transactions across segments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Net operating expenses

1.1-30.6.2002 Reinsurance Primary insurance Total
Life and health | Property-casualty | Life and health | Property-casualty
01-2 01-2 Q1-2 01-2 01-2 01-2 01-2 01-2 01-2 01-2
All figures in €m* 2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
Gross 993 823 2,400 1,924 744 987 773 744 | 4910 4,478
Ceded share 172 72 191 217 134 154 143 83 640 526
Net 821 751 2,209 1,707 610 833 630 661 4270 | 3952

* After elimination of intra-Group transactions across segments.

1.4-30.6.2002 Reinsurance Primary insurance Total
Life and health | Property-casualty | Life and health | Property Ity

02 02 02 02 02 02 02 02 02 02

All figures in €m* 2002 2001 2002 2001 2002 2001 2002 2001 2002 2001

Gross 506 350 1,052 982 333 490 383 371 2,274 | 2,199

Ceded share 55 1 10 77 23 139 66 43 154 260

Net 451 349 1,042 905 310 351 317 334 2120 | 1,939

* After elimination of intra-Group transactions across segments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Number of staff
The number of staff employed by the Group as at 30th June 2002 totalled
29,547 (27,894) in Germany and 10,325 (10,423) in other countries.

30.6.2002 31.12.2001
Reinsurance companies 6,008 5,872
Primary insurance companies 33,258 31,878
Asset management 606 567
Total 39,872 38,317

Contingent liabilities, other financial commitments

In comparison with the situation at 31st December 2001 there have been
no material changes in financial commitments of significance for the
assessment of the Group's financial position. No contingent liabilities
have been entered into for the benefit of Board members.

Earnings per share

The earnings per share figure is calculated by dividing the consolidated
net income for the reporting period by the weighted average number of
shares.

New shares created by the exercise of warrants are included pro rata
temporis from the respective date of delivery.

The exercise period for the warrants 1998/2002 expired on 3rd June 2002.
Thus at the reporting date there were no more potential shares in circula-
tion that would have a diluting effect.

Q1-2 2002 Q1-2 2001 Q2 2002 Q2 2001
Net income €m 4,098 1,298 -383 493
Weighted average number of shares 177,033,021 176,890,017 177,279,762 | 176,846,324
Earnings per share € 23.15 7.34 -2.16 2.79
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IMPORTANT DATES
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Important dates

Interim report as at 30th September 2002 28th November 2002
Provisional figures for consolidated financial

statements 2002 27th March 2003
Balance sheet meeting of Supervisory Board 28th April 2003
Balance sheet press conference 30th April 2003
Interim report as at 31st March 2003 2nd June 2003
Annual General Meeting 11th June 2003
Dividend payment 12th June 2003
Interim report as at 30th June 2003 28th August 2003
Half-year press conference 28th August 2003
Interim report as at 30th September 2003 1st December 2003

The official German original of this quarterly report is also available from
the Company. In addition, you will find copies of our annual reports and
interim reports, along with further current information about Munich Re
and its shares, on our Internet website (http:/www.munichre.com).

Service for investors and analysts

If you have general questions on Munich Re shares, please use our share-
holder hotline:

Tel.: (018 02) 226210

E-mail: shareholder@munichre.com

If you are an institutional investor or analyst, please contact our investor
relations team:

Tel.: +49(0) 89/3891-39 01

Fax: +49 (0) 89/38 91-98 88

E-mail: investorrelations@munichre.com

Service for media

Journalists receive information from our Press Division:
Tel.: +49 (0) 89/38 91-25 04

Fax: +49 (0) 89/38 91-35 99

E-mail: presse@munichre.com
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