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Q. The share price is low and the dividend 
is down.My investment is not looking good.
So what is happening?

Contents

Shareholders’ funds £billion 

  Restated for the effect of Financial Reporting Standard 19 
ÒDeferred TaxÓ.

Premium income and investment sales  
from continuing operations # £billion

#Including share of associatesÕ premiums.
  

Operating profit before tax *  £million

Worldwide long-term savings 
new business sales

Operating profit before tax *

Full year dividend

*From continuing and discontinued operations, including life achieved 
operating profit and stated before amortisation of goodwill and 
exceptional items.

£1,798m

23p

32,854m

£14.6bn
Assets under
management

Premium income and 
investment sales from 
continuing operations #

Market positions

£28bn

Employees
worldwide

59,000

25m
Customers
worldwide

£208bn

largest insurer
worldwide

7th

in Europe
5th

 in UK
1st

1998 14.9
1999 15.7
2000 13.3 

2001 11.8 

2002  9.7

 

1998 18.4
1999 23.1
2000 26.4           
2001 27.8
2002 27.9        

Continuing operations
Discontinued operations   

 1,856
 1,824

 1,983
 1,798

 853

1998           1,637
1999            1,608

2001            1,935
2002            1,720

2000            1,325

344bn

All growth rates in this document are quoted at constant rates of exchange.

We are the world’s seventh-largest insurer,
the biggest in the UK and the leading
provider of life and pensions products to
Europe. We are building a distinctive
international brand to reflect that strength
and get better value from our marketing
activity. Most of our businesses are
rebranding as Aviva but we have retained
the strongest trading names, including
Norwich Union (UK), Hibernian (Ireland),
Delta Lloyd (Netherlands) and Commercial
Union (Poland), which are valuable assets for
the group. People associate the name Aviva
with making the most out of life – which is
our aspiration for our customers.

A brand new company, 
300 years strong

Five year summary Highlights



A. Our share price has taken a beating in 
the toughest markets in 30 years.The only
response in such testing conditions is
consistent, profitable performance.

Chairman’s statement

The year 2002 was difficult for
investors. Returns were mostly
negative, and often dramatically so.
Aviva shareholders have seen our
share price decline. Our policyholders
have experienced both a shrinking
investment and reduced bonuses.
There is nothing we can do about
world equity markets. What we 
can do, however, is try to be better
than the market and perform better
than our competitors. It seems to 
me that we have succeeded in 
that ambition.

In life and pensions, we have grown 
to be the number one provider to
Europe. We are expanding where we
see opportunities to be market leaders,
notably in Spain, France and the
Netherlands. In general insurance, 
we have outperformed the market, 
and few of our competitors have been
more profitable. We have further
streamlined and focused our business.

Our capital position has suffered as 
a result of the decline in equity markets
but remains healthy. 

We look forward to an open,
transparentand competitive European
Market becoming a reality. The
European Financial Services Round 

Table Ð a group of top people from
EuropeÕs largest banks and insurance
companies, of which I am the chairman
Ð is working to achieve that goal ahead
of the enlargement of the European
Union with 10 new member countries 
in 2004. A level playing field will 
benefit competition and the consumer.

We obviously upset many of our
shareholders Ð and the market Ð when
we proposed a year ago to reduce our
dividend. The decision was the correct
course of action necessary to retain
capital to take advantage of profitable
growth opportunities. The subsequent
fall in the equity markets has created a
strain on our capital position and
increased the importance of striking 
the right balance between retention of
funds to grow our long-term savings
business and dividend payments. 
We propose a final dividend for 2002 
of 14.25 pence net per share, which 
brings the total for the year to 
23 pence. This is consistent with the
dividend policy announced in February

2002 and will be payable on 16 May
2003 to shareholders on the register 
on 28 March 2003.

The world of business has been
plagued by scandals and unacceptable
behaviour during the past year. We
operate to high standards of ethics 
and corporate governance and have a
demanding programme of corporate
social responsibility. The regulators 
have on several occasions criticised 
our industry in an aggressive fashion.
But there are examples of good
behaviour, and I think the buying public
should not be made to mistrust a whole
industry when that is unjustified.

We aspire to be the low-cost
producer, top service provider and
insurer of choice. I readily admit that we
have a distance to go, but we will get
there. Our management is committed
and our loyal staff continue to train and
equip themselves to face the challenges
ahead. I thank them for their unstinting
efforts over the past year.

It is in difficult times that we see
excellent opportunities to improve
further our leadership position.

Pehr G Gyllenhammar, Chairman
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Q. There never seems to beany good news 
these days. Are tough times here to stay?
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Nevertheless, our capital position
remains sound, with earnings sufficient
to fully support growth in our existing
businesses.

Investing for growth We regard the
development of our European long-term
savings operations as the cornerstone of
our future success. There is significant
scope for our business to grow further
as governments across Europe introduce
pension reforms to encourage people to
make increased personal provision for
their retirement.

Customers will seek the reassurance
and expertise of trusted brands such 
as ours. We can provide savings
products that offer a degree of capital
security or a fixed rate of return for
investors wary of falling share prices. 
We also believe that demand for equity-
backed investments will improve as 
the markets recover in the medium 
to long term.

We see the planned expansion of 
the European Union in 2004 as an
opportunity for our business. We already
have an established operation in Poland
and smaller businesses in a number of
the other prospective member countries,
where greater foreign investment should
stimulate economic growth, increase the
standard of living and give people more
freedom to invest in financial products
and services.

Being financially flexible enables us to
pursue attractive opportunities for the
profitable development of our business.
Our strengths also include the ability to
provide what our customers need
through a variety of sales channels. 

Aviva is the world’s
seventh-largest
insurance group , 
the largest life and
pensions provider to
Europe and the largest
insurer in the UK.

Overview Without doubt, 2002 was 
a very demanding year. Worldwide
economic uncertainty and falling equity
markets contributed to the toughest
conditions I have experienced in 30
years in the industry. Yet we achieved 
a robust set of results and took clear-
sighted decisions to ensure we remain
financially strong and one of the best-
positioned companies in the market.

Group results The testing economic
environment inevitably had an impact
on our group financial performance.
Under the circumstances, our pre-tax
operating profit  at £1,798 million 
(2001: £1,983 million) was a good result.

Worldwide long-term savings new
business sales held up well, despite a
loss of customer confidence in equity-
backed investments, at £14.6 billion
(2001: £15 billion). Our general
insurance business, which focuses on
personal and selected commercial lines,
achieved an excellent operating profit 
of £959 million (2001: £924 million). 

Falling global investment 
markets resulted in a further reduction
in shareholdersÕ funds, which at 
31 December 2002 stood at £9.7 billion
(2001: £11.8 billion, restated#).

Aviva’s total new
business sales
worldwide in 2002
were 48% through
independent financial
advisers, 25% direct,
21% through
bancassurance and 6%
through partnerships. 

 From continuing and
discontinued operations.
#Restated for the effect of
Financial Reporting Standard 19
ÓDeferred TaxÓ.

Richard Harvey, Group Chief Executive



A. Current market conditions are difficultand 
are likely to persist in the short term,but we
have a strong business and the longer-term
prospects remain excellent.
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business we expect to write. We will
continue to invest in projects that will
enable us to enhance our low-cost
operating model and reduce our future
cost base. 

The tough environment will test 
us throughout 2003. Even so, I am 
driving the business hard to maximise
efficiencies and provide the right
products and services for our customers
in each market.

Long-term outlook The longer-term
opportunities for our business remain
excellent. People still need to make
financial provision for their future. 
We have built strong market positions 
in our life and pensions businesses. 
Our innovative general insurance
operations have reduced their risk
exposure and improved the quality of
their earnings. Furthermore, our capital
position offers a solid foundation to
support further growth.

We have high-quality people 
working as a team at the heart of our
business, with a first-class track record 
of delivering results. I thank them all 
for their dedicated efforts.

In the current financial climate,
integrity, prudent management and
consistent performance are more
important than ever. That is what 
I am determined we shall deliver. 
I am confident that the longer-term
opportunities will allow us to grow 
our business for the benefit of our
customers and shareholders alike.

We have agreed new distribution
partnerships in Europe and South East
Asia which will increase our reach
through bancassurance alone to some
35 million potential customers
worldwide. We are building new
operations in India and China, both
markets with huge long-term growth
potential, and launched Navigator, our
Australian online fund administration
platform, in Singapore.

Our cash-generative general
insurance operation is an integral part 
of the groupÕs business portfolio. We 
are the number one general insurer in
the UK and Ireland and have top-five
positions in Canada, the Netherlands
and Singapore. Continued investment in
product innovation, and new facilities
such as our call and claims processing
operation planned in India, will help us
to maintain a leadership position in our
markets and high levels of customer
service 24 hours a day.

Short-term outlook In common with
the rest of the insurance and financial
services industry, we face considerable
challenges. Investment markets continue
to be turbulent and investors are
discouraged by financial uncertainty. 

We have to deal with a changing
regulatory framework and the need to
reduce costs to match the amount of

Worldwide business mix by geography *

1 Europe 90%
2 Rest of world 10%

12

Worldwide business mix by sector *

1 Long-term savings    72%
2 General insurance    28%

1

2

*With reference to premium income from continuing operations.
  Including health premium income.

#From continuing and
discontinued operations.

We have introduced
our new Aviva
identity worldwide
very cost-efficiently,
with the rebranding in
each case being paid
for largely from existing
marketing budgets.

As a measure of how
efficiently our general
insurance business
performs , we achieved 
a worldwide combined
operating ratio# of
101.4% in 2002, which 
is better than our group
target of 102%. 



Q. Savings gaps. Fund shortfalls. Pension
schemes closing. Every day brings more bad 
news about pensions. What’s going on?
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A. People are living longer and have 
higher expectations for their retirement. 
This is increasing the pressure on state pension
schemes.Stock market falls have also reduced 
the funds available. Governmentsand insurers 
are working together to find solutions,
but essentially we all need to save more.

05 Aviva plc
Annual review 2002

Group Chief Executive’s review
Long-term savings

Aviva is Europe’s
bancassurer. 
Through developing
partnerships, notably 
in the UK, France,
Netherlands, Spain and
Italy, we have access 
to some 30 million
European bancassurance
customers.

Customer service A priority for us 
is improving customer service. We
recognise that, despite our efforts, 
our service has not always been of the
required standard in all areas. We are
determined to improve our service levels
over the coming year and, for example,
an upgrade of our call centre telephone
systems in the UK has already been
completed.

Regulatory issues All our businesses
face regulatory change. During the year
a number of industry reports were
published in the UK, and we broadly
support the core proposals to improve
consumer awareness of the need to
save, create a range of simplified
products and provide wider access to
advice. But it is also important to assess
how we could operate profitably under
these principles.

Outlook We expect the tough sales
environment to continue in 2003. 
But our business remains fundamentally
strong. We have established positions 
in the main European long-term 
savings markets and are investing in
operations in South East Asia, India and
China. We have scale, a wide range of
products and a good mix of distribution
channels, tailored for individual markets.
We are well placed to develop our
business further.

72%
£1,524m
life achieved operating profit before tax

of group premium income from continuing
operations comes from our long-term savings 
and health operations.

Aviva is among the 
five biggest long-term
savings providers
in the UK, Ireland, the
Netherlands, Spain,
Poland, Singapore and
Turkey, and among the
top 10 in France, Italy 
and Australia.

Overview Conditions in savings and
investment markets continue to be
challenging and sales slowed during the
year. Our comparative success in the
face of continuing market turbulence is
reflected in worldwide life and pensions
new business sales being maintained 
at £13.6 billion (2001: £13.5 billion).
This included a further increase in
continental European business to 
£5.8 billion (2001: £5.5 billion). 
We delivered a robust life achieved
operating profit of £1,524 million 
(2001: £1,665 million), which was 
after the net impact of strengthening
our annuity reserves in the UK by 
£123 million (2001: £78 million).
Continental European businesses now
account for 49% of our profits.

Distribution expansion Our sales
approach is designed to suit the needs
of the markets in which we operate. 
For example, independent financial
advisers produce the majority of our
business in the UK and the Netherlands,
whereas in Spain and Italy bancassurance
is the main sales channel. During 2002
we agreed new partnerships in France,
the Netherlands, Spain, Italy and 
Hong Kong. 

New products Investors remain
cautious about equity-related products
and are looking for greater financial
security. In response to these changing
needs, we introduced new products 
that offer a degree of capital or income
protection, which should alleviate some
of our customersÕ concerns. 

Aviva Life Insurance
opened for business in
India in June 2002, and
we launched a joint
venture life operation in
China in January 2003.
Both these markets
offer enormous long-
term growth potential.



Q. Worldwide stock markets have fallen.
What is the future for equity-linked
investments?
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Norwich Union 
was named best 
UK insurance fund
manager for the
second consecutive
year in Standard &
PoorÕs UK Investment
Funds Performance
Awards 2002.

A. We believe an improvement in stock 
markets should seeincreased demand 
for equity-related products. In the future,
however, investors could increasingly 
seek alternative products to provide a 
guaranteed return.
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Fund management

France We have a reputation for 
strong investment performance in
France, with around 70% of our funds
in the top quartile for returns over three
years. Despite the difficult markets, 
we recorded an operating profit of 
£11 million (2001: £12 million), with
£58 billion of assets under management.

Netherlands and Belgium The Delta
Lloyd group is among the leading Dutch
fund managers, with assets under
management of £27 billion (2001: 
£29 billion). Investment sales rose to
£119 million (2001: £85 million) partly
because we introduced fixed return
products to offset the unpredictable
markets.

Australia Portfolio Partners, which
manages £3.3 billion of assets, reported
new sales of £267 million (2001: 
£347 million). Sales through Navigator, 
our top-five master trust investment
service, were also affected by consumer
caution and fell to £797 million 
(2001: £930 million), with funds 
under administration of £2.8 billion
(2001: £2.8 billion).

Outlook We anticipate limited global
economic growth in 2003, and expect
difficult investment conditions to persist.
We will concentrate on our areas of
expertise, particularly European equities,
fixed income, SRI and property funds, 
as we develop our presence as a leading
international fund manager.

Overview We continuously strive 
for superior investment performance,
though this can be difficult with volatile
share prices. Last year, investors in major 
stock markets typically experienced
losses of between 15% and 40%. 
The lower values reduced our fee
income, and operating profit fell to 
£5 million (2001: £29 million). However,
our worldwide assets under management
were maintained at £208 billion (2001: 
£209 billion) as new business inflows
compensated for falling investment values. 

UK Morley Fund Management is 
our institutional fund management
operation with assets of over £100 billion.
We are actively involved in issues of
corporate governance, which includes
talking directly with companies in which
we invest. We also have a leading team
of socially responsible investment 
(SRI) specialists.

We succeeded in winning £7.5 billion
in external mandates (2001: £3.8 billion)
despite a sharp drop in new business
volumes in the industry. MorleyÕs
operating profit of £4 million (2001: 
£25 million) was, in the circumstances, 
a good result. Retail sales under our
Norwich Union brand were down at
£556 million (2001: £816 million), 
with an operating loss of £16 million
(2001: £32 million).

We won a number 
of investment awards
in France in 2002 ,
including best insurance
asset manager for the
third time in four years
from monthly financial
magazine Mieux Vivre
Votre Argent, and best
performance awards
over one and three years
from La Tribune/Standard
& PoorÕs. 

Morley Fund
Management manages
over £20 billion in UK
equities on behalf of its
clients, equivalent to
around 2% of the
companies quoted on the
London Stock Exchange.

£1,028m
£208bn
assets under management

investment sales



Q. I havenÕt made an insurance claim in years, 
so why do my premiums keep going up?

08 Aviva plc
Annual review 2002



A. The premiums paid by our policyholders
are pooled to pay for claims from those 
who suffer a loss. The cost of claims arising
from repairs, replacements, medical treatment
and compensation continues to rise steeply,
so unfortunately premiums have to increase.
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General insurance

Distribution expansion We sell our
products through a range of channels,
including brokers, agents and direct.
Business partners are an increasingly
important part of the mix. For example,
from September 2002 we began selling
through a new bancassurance
agreement in France with the CrŽdit 
du Nord banking group, which
complements our network of 900 
tied agents and our direct operation,
Eurofil. In the Netherlands, a new
bancassurance agreement with ABN
AMRO will offer opportunities to cross-
sell general insurance products in 2003,
in addition to existing sales through
intermediaries and online.

Disposals In October 2002 we agreed
to sell our general insurance businesses
in Australia and New Zealand for 
£651 million. This was an unsolicited 
but compelling offer, with the price
more than twice the net asset value 
of the businesses. We also sold CGU
Courtage, our broker distribution
business in France, and Plus Ultra, our
Spanish general insurance business. 
In addition, we have agreed the sale of
a number of smaller general insurance
operations which did not offer the
potential for market-leading positions 
or superior returns.

Outlook Market conditions are
becoming more difficult, particularly as
rating competition intensifies in personal
lines. However, we will not chase sales
volume at the expense of profit. Our
clear strategy, scale and presence in our
chosen markets position us well to
continue producing excellent returns.

Overview The success of our strategy
to have a lower-risk business capable 
of producing a steadier stream of
earnings is reflected in an excellent
operating profit  of £959 million (2001:
£924 million). Operating profit from
continuing operations was £881 million
(2001: £876 million). Worldwide net
premiums written from continuing
operations were maintained at 
£7.8 billion (2001: £7.9 billion). The
groupÕs combined operating ratio  of
101.4% which broadly expresses the
total of claims costs, commission and
expenses as a percentage of premiums,
is one of the best among our European
peer group.

Cost-efficiency Our ability to produce
sustainable returns depends upon
disciplined underwriting, efficient claims
handling and rigorous management of
costs. We continue to invest in market-
leading technology and systems to
maintain our cost advantage while
improving levels of service for customers. 

Tailored products We have introduced
a number of initiatives to meet the
growing demand from customers for 
an even fairer price based on their
individual circumstances. Examples in
the UK include our pioneering Pay As
You Driveª motor insurance project,
and the creation of a unique digital 
map to help us calculate flood risks
more accurately.

101.4%
£959m

Richard Harvey, Group Chief Executive

operating profit before tax 

combined operating ratio 

  From continuing and
discontinued operations.

More than half of
Aviva’s general
insurance business is
written in the UK ,
where Norwich Union
has the leading market
share of some 16%.

Healthcare insurance
provides over half our
premium income in the
Netherlands . We are the
only Dutch insurer to
limit the wait for all
hospital operations to a
maximum of two weeks.

Aviva is the leading
general insurer in 
the UK and Ireland ,
and among the top 
five in Canada, the
Netherlands and
Singapore.


