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Insurers meet at the Euro-altar: The Amev/Groupe AG cross-border marriage 
By TIM DICKSON
(No. of words: 767) 

Go to first hit 

With memories of the ill-fated Belgo-Dutch marriage between Generale de Banque and Amsterdam-Rotterdam Bank (Amro) still fresh in the mind, it is perhaps auspicious that Groupe AG of Belgium and 
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Amev of The Netherlands were five minutes late starting their two-way teleconference yesterday in Brussels and Utrecht.

Like all good brides the two insurance companies also seem to have done their homework. The reference to 'several months of preparatory studies' in a joint press communique is in marked contrast to the hasty engagement plan announced by Amro and Generale at the height of the 1988 takeover battle for Societe Generale de Belgique (La Generale), the Belgian holding company.

The 
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Amev/AG tie up nevertheless begs several questions about the thinking behind what Mr Hans Bartelds, 
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Amev's chairman, claims is 'the first full cross-border 
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merger within the European Community in the field of insurance, banking and other services.'

Exactly what benefits will the two groups enjoy? How easy will it be to manage integration with the two companies intending to retain independence and current shareholding structures? What implications are there for AG's biggest shareholder La Generale, whose owner Compagnie Financiere de Suez is already building its own trans-European insurance empire in the form of France's Groupe Victoire and West Germany's Colonia?

La Generale, which has a 19.9 per cent stake in AG, seemed enthusiastic about the deal yesterday, though some analysts see in the 
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merger plans the independent streak of Mr Maurice Lippens, AG's chairman.

A key player in the La Generale affair when he helped rally the Franc-Belgian forces against Mr Carlo De Benedetti, Mr Lippens has had to contend with stock market rumours over the last few months of an unwelcome takeover bid. Yesterday's move ends that.

By combining Belgium's biggest insurance company with the third largest in The Netherlands it also creates an international group ranked 12th in Europe in terms of premium income, with overall revenues from premiums and financial revenues of around BFr268bn (Dollars 7.5bn), total assets of more than BFr1230bn. and shareholders' funds (including unrealised gains on assets) close to BFr147bn. The total stock market capitalisation of the combined group will be about BFr160bn.
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Amev, meanwhile, is the bigger of the two and because the intention is that each side will assume equal direct or indirect control of all the operating subsidiaries AG will pay half the difference (namely BFr10.7bn) in the valuation of the groups. This payment will be staggered over a period of 10 years.

Finance for AG's acquisition of its shareholdings in the 
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Amev subsidiaries will be provided through AG 1990, a new company founded by AG and some of its stable shareholders to avoid any dilution in the present shareholding structure of the AG group.

The combined entity will operate in all insurance sectors and have three dominant geographical legs: Belgium, The Netherlands and the US. Both sides have banking interests which they will bring to the party, 
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Amev in the form of the largest Dutch savings bank, VSB, with which it is about to merge, and AG through its Metropolitan subsidiary and stake in Generale de Banque.

Two main factors were cited yesterday in justification for the marriage - the internationalisation of the insurance market with the advent of the single European market in 1992 and the economies of scale needed to take advantage; and the 'general deregulation of the insurance market in Europe, which will eventually affect the whole of the financial services industry.'

Insurance companies would increasingly have to offer a wider range of products and services, a trend which 'will also affect the traditional relationship between insurance companies and their agents and independent brokers.'

Four advantages of the tie-up were advanced at yesterday's press conference: the similarity of the groups will enable them to form an association 'on an equal control basis;' they share the same strategic outlook; their corporate structures pose no major obstacles to a 
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merger; their amicable 'pooling of interests' avoids the expense of a takeover and the premium needed to take control.

The new group says it intends to continue its expansion outside the Benelux region by securing significant positions in selected markets and adapting its strategy of performing as a full service or niche player. Both sides claim that 'the geographical distribution, combined resources available for development and economics of scale will reinforce the group's profit potential' and 'will have the fundamental effect of increasing share values for both groups.'

