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Investment woes widen for insurers; More companies reveal big credit market losses
DOUGLAS McLEOD

NEW YORK-Credit market turmoil spread to more insurers last week as several companies warned of
expected large investment losses for the third quarter and some moved to raise capital.

Life insurers, including the life operations of Hartford Financial Services Inc., were hit the hardest,
though XL Capital Ltd. also said it will book up to $1.2 billion in investment losses for the quarter (see

story, page 32).

The losses stem from insurers’ holdings of mortgage- and asset-backed securities as well as
investments in such " falled or bailed" companies as Lehman Bros. Inc., American International
Group Inc., Washington Mutual Inc. and mortgage giants Fannie Mae and Freddie Mac.

Hartford said last week that it will report about $2.2 billion in realized investment losses and
simultaneously said it would receive a $2.5 billion capital infusion from Allianz 5.E. of Munich,
Germany. The deal sparked speculation that Allianz might eventually acquire Hartford, though terms
of the agreement bar Allianz from buying more than a 25% stake in Hartford for 10 years.

Several life insurers, meanwhile, warned of sharply lower third-quarter earnings and disclosed sizable
investment losses, including Metlife Inc., Prudential Financial Inc. and Lincoln National Corp. MetLife
also raised $2 billion in new capital through a stock offering last week.

Life insurers are being squeezed not only by mortgage-related and financial institution Investments-
which they own more of than property/casualty insurers-but also by the plummeting stock market's
effects on profitability and statutory capital required for their variable annuity business, analysts
noted.

Asset impairments are " " a material issue for the industry when combined with the declining equity
market," said Scott Robinson, vp with Moody's Investors Service in New York. " "It certainly is placing
stress overall on the life industry.”

That stress could lead to consolidation in the industry, though " " the question is, Who's got the
capital to consolidate? he added.

" Not many companies have excess capital at this point," said Jeffrey S. Berg, a Moody's senior vp.
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