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Zurich Financial Services, the Anglo-Swiss insurance group, has bowed to shareholder pressure and is unifying its 18-month-old dual share structure so it can be more active in the consolidation of the global financial services industry.

The company, formed from the 1998 
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merger of 
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Zurich Insurance with the financial services arm of 
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BAT Industries, is 43 per cent owned by Allied 
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Zurich, a UK-listed company, and 57 per cent owned by 
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Zurich Allied, a quoted Swiss company.

Although investors welcomed the Dollars 36bn 
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merger, they have never been happy with the two-tier share structure, designed to maintain a big UK investor base. Shares of the UK-quoted Allied [image: image24.png]
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Zurich Allied shares since trading began in September 1998.
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Zurich have been trading at an average discount of 11 per cent to 
Under the proposed deal ZFS will become the quoted holding company and will absorb 
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Zurich Allied and Allied 
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Zurich with the shareholders of the two companies retaining the same 43/57 per cent shareholdings in the new parent. Allied 
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Zurich shareholders will receive one new share in ZFS for 42.928 Allied 
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Zurich shares.

ZFS will have its primary listing in Switzerland and a secondary listing in London. Allied [image: image42.png]
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Zurich's listing in the FTSE 100 index and other factors.
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Zurich shareholders will receive a dividend of 40p a share to compensate for the loss of Allied 
Allied 
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Zurich plans a share buyback of up to Dollars 1bn to offset the selling pressure from UK institutional investors who may sell because the new company will no longer be in the FTSE index or because they do not want to own a Swiss share.

Rolf Huppi, 57, chairman and chief executive of ZFS, said he had faced increasing pressure to simplify the share structure. For a long time he had argued that there was no economic reason for the discount and it merely reflected the fact that UK investors did not understand his group, which has annual revenues of Dollars 40bn and a staff of close to 70,000.

"The intent of this plan is to maximise strategic flexibility, reduce the complexity associated with the current share structure and simplify capital raising," he said.

ZFS is expected to raise capital through a US share listing this year or next. Its dual share structure would have made it difficult to issue paper in a bid.

ZFS is being advised by Warburg Dillon Read; the independent directors of Allied 


 INCLUDEPICTURE "http://ft.chadwyck.co.uk/images/hit.gif" \* MERGEFORMATINET 
[image: image49.png]




 HYPERLINK "http://ft.chadwyck.co.uk/noframes/quick/fulltext?ACTION=byoffset&warn=N&OFFSET=290348443&div=0&FILE=../session/" \l "Hit18" 
[image: image50.png]



Zurich by Goldman Sachs; and 
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Zurich Allied by Morgan Stanley.
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Zurich Allied's shares closed 6.5 per cent lower at SFr773, while Allied 
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Zurich shares lost 9p to 675p. See Lex

