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Abstract 
The present licentiate thesis analyses developments in Swedish marine insurance during the interwar 
period, including both direct marine insurance and marine reinsurance. This is done in order to 
provide insights on how companies of a highly internationalised and vulnerable line of insurance were 
affected by and responded to new risks during a period of far-reaching international financial and 
economic crises. Finally, the consequences of new risks and strategies are assessed. 
This thesis argues that during the interwar period Swedish maritime trade and Swedish marine 

insurance greatly depended on each other for marine insurance cover and marine insurance premium 
incomes. The business results in Swedish marine insurance partly depended on the development of 
Swedish trade. These business results were also vulnerable to currency risks. Swedish marine insurers 
faced no similar trade or currency risks during the two decades preceding World War I, and 
accordingly the returns on Swedish marine insurance were lower during the interwar period than 
during the last two pre-war decades. These factors probably bore their most severe consequences 
during the early 1920s when Swedish marine insurance on average induced losses to insurers. The 
remaining years of the period constituted a long-run recovery, and the Great Depression of the early 
1930s caused no difficulties of the same order. 
This thesis also indicates that interwar Swedish marine insurers responded to new risks by 

increasing the level of cession to reinsurers. Another response was to increase the level of 
differentiation among insurance lines. 
This thesis describes the consequences of new risks and strategies in interwar Swedish marine 

insurance, focusing on the development of the Swedish marine insurance market structure and on the 
business results of Swedish marine insurers. Though this market shrunk and grew excessively, the 
relative importance of stock and mutual insurers showed only minor fluctuations. The importance of 
specialised marine reinsurance companies, however, fluctuated greatly. Also, cooperation between 
interwar marine insurers and the formation of insurance groups set new trends of concentration for 
the future. Finally, even though Swedish marine insurance during some years induced losses the 
Swedish marine insurers never experienced true losses on their total businesses. 
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1 Introduction 
Financial and monetary crises are tending to spill over to real economic downturns, characterised by 
falling aggregated demand and GDP – sometimes even to depressions. In regard to the graveness of 
international financial and economic turmoil, few periods match the interwar period 1918-1939. 
Accordingly, this period has for decades attracted the attention of economic historians, addressing 
issues relating to financial systems, such as the real economic consequences of transitions between 
monetary regimes. In the Swedish context, for example Lars Jonung has discussed the importance of 
the interwar monetary policies of the Swedish Central Bank for protecting the Swedish economy from 
foreign economic shocks and creating price stability.1 Also other aspects of banking systems have 
attracted great attention, such as failures of providing sufficient liquidity.  
Other financial services have, however, not attracted even nearly the same attention. This is 

remarkable since insurance plays a significant role in a well functioning financial system. For example, 
Richard Sylla considers the key institutional components of a modern financial system to encompass 
an effective central bank, good securities markets for debt and equity, and sound insurance 
companies.2 Additionally, recent research has shown that not only banking but also insurance in 
different ways has contributed to Swedish economic growth.3 First, property insurers have created 
predictability and protected the insured against unanticipated severe losses by analysing and 
mitigating risk associated with the business of the insured, such as a fire destroying a building or the 
loss of a ship and its cargo through shipwreck. Second, insurers have contributed to the accumulation 
of productive capital both directly as institutional investors and indirectly through the mitigation of 
risk. Third, insurers have influenced the development of national financial and legal infrastructures.4  
During economic crises, insurers must adapt to new risks to their own business, or they will not be 

able to perform the intended services to the same extent as previously. Insurers are likely to face new 
risks during economic crises. For example, when the values of insured assets decrease, policyholders 
may neglect their maintenance, knowing that the economic consequences of losses and damages will 
be borne by insurers. The phenomenon of policyholders taking less care of their property than they 
would have done in lack of insurance cover is in insurance literature known as a moral hazard.5 This is 
only one example of a risk faced by insurers during economic downturns and it is therefore essential to 
provide deeper knowledge on how insurance companies have responded to the economic turmoil of 
the interwar period. Sweden makes a relevant case for such a study since the Swedish insurance 
market during the interwar period, unlike during the decades before and after the world wars, was 
characterised by a lack of major regulatory changes. The regulatory continuity of the interwar Swedish 
insurance market makes it likely that Swedish insurers' modifications of business strategies during 
that period were responses to economic fluctuations. 
Since the interwar period was characterised by international economic crises, the present thesis 

analyses the line of insurance which by its very nature is international, distinguishing it from other 
lines of insurance: marine insurance, which is the insurance of maritime transports and trade.6 
Historically, marine insurance has been essential to overseas trade, and it originated in its present 
form at about the same time as the bill of exchange, another important innovation for long-distance 
trade.7 Basically, the procurement of marine insurance stabilises prices in trade and makes large 
commercial transactions possible.8  

                                                             
1 Jonung (1989), p. 69. 
2 Sylla (2002), p. 280. 
3 Adams et al (2009b). 
4 Smith – Stutzer (1995), Lindmark – Andersson – Adams (2005), p. 5 
5 Kingston (2007). 
6 Beeman (1938), p. 82. Studies on the internationalisation of insurance have recently been called for by insurance historian Robin Pearson. 
(Borscheid – Pearson (2007).) 
7 Winter (1919), p. 47. 
8 Winter (1919), p. 95. 



 

Marine insurers are however more vulnerable to economic fluctuations than insurers of other lines 
since the businesses insured in marine insurance, trade and transport, only occur to the extent that 
there is demand for the transported cargo.9 During the interwar period, prices and values in Swedish 
maritime trade fluctuated greatly, not the least in the immediate aftermath of World War I, and the 
1930s saw a general disintegration of international trade. Due to marine insurers' vulnerability to 
high-amplitude economic fluctuations, adaption to changing risk environments10 was probably 
difficult in interwar marine insurance, making this line of insurance relevant for the present study.  
Changing circumstances in trade, such as the reallocation of cargo between trade routes, may be 

problematic to marine insurers since they largely depend on previous experiences for making correct 
risk assessments. Like in most other nonlife lines of insurance, it is difficult in marine insurance to 
employ statistical models when selecting business or fixing premium rates.11 In life insurance, by 
contrast, claims are more predictable and the risk of fraud is lower than in nonlife insurance.12 Life 
insurers can therefore deploy actuarial mortality tables to price risks and determine underwriting 
conditions, thus mitigating adverse selection effects. Marine insurers must instead rely on individual 
experience and judgement.13 Furthermore, it may be even more difficult to make correct risk 
assessments in marine insurance than in other nonlife lines of insurance since an immense number of 
factors must be taken into account. For one, the great number of combinations which can be made out 
of the ports and routes of the globe makes it difficult to statistically calculate the probability of risks 
and, thereby, premium rates. It should be remarked that certain routes, like the ones close to the Cape 
Horn, are more dangerous than others, such as the ones through the Panama Canal. Similarly, each 
port has its particular characteristics, determining how difficult and, in effect, dangerous it is to 
navigate there. It is also important to realise that ships are constructed in many different ways, are 
differently well maintained, and have different age and modes of propulsion. During the interwar 
period, sailing vessels were still used alongside steamers, which were fuelled by oil or coal, while motor 
ships slowly gained importance. In relation to the technological standing of a ship, also the skills of the 
crew must be taken into account, not the least in regard to managing storms and loading ships in a safe 
way. Finally, different seasons are associated with different risks. Ships may therefore be associated 
with risks of different seasons on the same journey.14 For example, North Sea storms usually occur 
between November and March, while these months are comparatively calm in the Pacific Ocean. In 
effect, a ship on route from Gothenburg to Tokyo may be associated with different levels of risk on the 
same journey. The lack of actuarial accuracy and the great number of factors that must be taken into 
account for correct risk assessments in marine insurance further justify marine insurance in a study on 
insurers' adaption to changing risk environments. 
The international character of marine insurance makes this business further vulnerable and, in 

effect, relevant. Swedish insurance historian Mikael Lönnborg has argued that marine insurance 
differs from all other lines of insurance by its intrinsically international character.15 The international 
character of marine insurance has different causes. First, there is direct international competition in 
hull insurance. This is hardly surprising since a ship reaches different ports and often different 
countries during one single journey.16 Second, the cargo of international transports is insured in 
competition between insurance companies of different countries. This is so, since it is always a matter 
of negotiation between buyers and sellers of the transported cargo who is to procure cargo insurance 
cover.17 Third, by the use of reinsurance, direct marine insurance premium rates are adjusted to 

                                                             
9 Gjallarhornet (1922), p. 213. 
10 The term ”risk environment” in the following refers to the risks and opportunities to which a company is subject. 
11 Beeman (1938), p. 82 f. It is difficult to employ such models also for example in fire insurance. (Hallendorff (1923), p. 61.) 
12 Winton (1995), p. 112. 
13 Spooner (1983), p. 3, Beeman (1938), p. 82 f. 
14 Spooner (1983), p. 7-13, Nordisk Familjebok Vol. 25 (1917), p. 799. 
15 Lönnborg (1999), p. 16. Also Frank C. Spooner has emphasized the international character of marine insurance. (Spooner (1983), p. 6.) 
16 Kuuse - Olsson (1997), p. 17, 23, 26 f. 
17 Sjöassuradörernas Förening, "Sjöassuradörernas Förening, 1918-1933 23:E - 43:E Mötet”, “Protokoll hållet vid Verkställande Direktörernas för 
de Svenska Sjöförsäkringsaktiebolagen sammanträde i Malmo den 5 - 6 december 1918”, p. 11 [Minutes of the meeting of the executive managers 
of the Swedish Marine insurance companies in Malmo December 5 - 6 1918]. 



 

international levels.18 Additionally, not only is there international competition in marine insurance, 
but the fundamental practices and theories relating to it are the same the whole world over, further 
highlighting the international character of the business.19 In effect, a marine insurer needs information 
not only on the insured cargo and ships and on the trade routes on which the cargo is carried, but also 
on banking, foreign exchange, and merchandising. Otherwise he will not be able to clearly consider all 
risks to his marine insurance business associated with the risks offered to him by policyholders.20 
Thereby, marine insurers are vulnerable to numerous changes in the international economy, which 
bear no consequences for insurers of other lines. Therefore hardly surprisingly, recent research has 
shown that marine insurers of other countries than Sweden during the interwar period due to the 
international character of the business were vulnerable to economic turmoil in the international 
economy, such as high-amplitude exchange rate fluctuations.21 
Furthermore, it has been a re-occurring view among leading Swedish marine insurance 

practitioners that a primary difference between marine insurance and all other lines of insurance 
regards the time it takes to determine whether insurers according to insurance policies should admit 
liability for the losses or damages caused to policyholders.22 In marine insurance, this cannot be 
achieved within one year, but takes up to three years after claims were made. In order to comply with 
Swedish legislation, Swedish marine insurance companies have therefore had to keep premium 
incomes from a risk on which an average has occurred in reserves for a comparatively long period of 
time. In effect, marine insurers must keep greater reserves than insurers of other lines. For this reason, 
marine insurers are vulnerable to low price stability.23 As will be explained further on, this 
comparatively long time lag between averages occurring and claims being settled on a particular risk 
makes the one-year business results in marine insurance vulnerable also to decreasing prices and 
volumes in maritime trade. 
Bearing the manifold vulnerability of marine insurance in mind, it may be expected that interwar 

Swedish marine insurers were under great pressure to modify their business strategies. Given the 
importance of the inherently international and vulnerable business of marine insurance, it is 
remarkable that Swedish insurance research has greatly neglected the transformation of marine 
insurance during the international economic disintegration of the interwar period. Such a study may 
provide insights on how structural economic crises affect the function of insurance as a part of an 
international financial system. It may also contribute to a wider understanding of the inherent 
difficulties of the interwar period. 

1.1 Aim and research questions 
The aim of the present thesis is to provide an analysis of developments in Swedish marine insurance 
during the interwar period 1919-1939. The purpose of doing so is to provide insights on how 
companies of an important, highly internationalised, and vulnerable line of insurance were affected by 
and responded to changing business environments during a period of far-reaching international 
financial and economic crises. This is done by analysing which changing risks interwar Swedish 
insurers were exposed to in marine insurance, which consequences these insurers experienced of these 
risks, which strategies these insurers implemented in response to such risks, and how successful such 
implementation of strategies was. More precisely, this is done by providing answers to the following 
four research questions. 
 
1. To what extent did interwar Swedish marine insurance companies insure Swedish ships and 

cargo and to what extent were Swedish ships and cargo insured by interwar Swedish marine 
insurers? 

                                                             
18 Schalling (1981), p. 7, Baptiste – Santomero (1999), p. 276. 
19 Grandjean (1931), p. 13, Beeman (1938), p. 82 f. 
20 Winter (1919), p. 44. 
21 Borscheid (2007). 
22 Kuuse - Olsson (1997), p. 24. f 
23 Kuuse - Olsson (1997), p. 24. f 



 

 
2. How did changes to the risk environment of interwar Swedish marine insurance influence 

business results in that business? 
 
3. Which strategies did the interwar Swedish marine insurance companies implement in response 

to new or changing risks to their marine businesses? 
 
4. How did changing risks and strategies in interwar Swedish marine insurance influence the 

market structure in that business and the business results of interwar Swedish marine insurers? 
 
As regards the first research question, marine insurance is by definition international, and it is 

therefore important to assess to what extent interwar Swedish marine insurers insured Swedish, as 
compared to foreign, ships and cargo. If Swedish marine insurers supplied primarily Swedish ship and 
cargo owners with insurance cover, changes in Swedish maritime trade probably constituted 
challenges to Swedish marine insurers. If, by contrast, interwar Swedish marine insurers greatly 
insured foreign ships and cargo, changes in Swedish maritime trade were probably of less importance. 
The first research question also entails assessing to what extent Swedish ships and cargo were 

insured by Swedish, as compared to foreign, marine insurers, directly through direct insurance and 
indirectly through reinsurance. This is relevant since the Swedish marine insurance companies' share 
of the insurance cover procured by the Swedish commercial fleet estimates the extent to which 
Swedish insurers were exposed to foreign competition in the Swedish market. 
As regards the second research question, new or changing risks in interwar Swedish marine 

insurance may have set new trends in regard to Swedish marine insurers' business results. Whether 
this was actually the case will therefore be investigated. 
As regards the third research question, it is important to realise that whether new or changing risks 

influenced Swedish marine insurers' business results depends on how well these risks were mitigated. 
Adaption of business strategies among Swedish marine insurers should therefore be analysed. 
As regards the fourth research question, the market structure sets limits to how the companies in a 

market can act. In other words, the market structure sets limits to the choices of business strategies, 
but the business strategies may also form the market structure. Knowledge on how the interwar 
Swedish marine insurance market developed thereby both makes the actual choices comprehensible 
and provides insights into the consequences of these choices. Analogously, the business results of 
insurers set limits to their range of possible choices of business strategies, but at the same time these 
choices influence the business results. Thereby also knowledge on the development of business results 
of interwar Swedish marine insurers makes the actual choices comprehensible and provides insights 
into the consequences of these choices. 

1.2 Marine insurance in its different forms 
Economic life is associated with many insurable risks. For example, during transports, goods may be 
damaged or lost; ships may arrive late, or even sink. A person or institution that would be directly 
injured by such a scenario may in return for a certain amount of money, known as a premium, cede the 
economic consequences of that risk to an insurer.24 For instance, fire insurance cover for a certain 
house may be procured from an insurer (an underwriter) by the house owner (the policyholder), and if 
that particular house subsequently catches fire, the policyholder can claim compensation from his 
underwriter for losses incurred.25 In other words, a policyholder by taking out insurance cover 

                                                             
24 In all lines of insurance, it is absolutely mandatory that the insurable interest is a direct one. For example, a house owner may cede the risk of 
his house catching fire, but he may not cede the risk of his neighbour's house catching fire although such an occurrence would affect the price of his 
own house. Elaborate explanations as to why this is so can be found in Winter (1919), pp. 97-98, 112-114. However, not only the property owner 
may have a direct insurable interest in a house or a ship, but for instance also a bank which has granted a mortgage for that particular house or 
ship. (Winter (1919), pp. 114-116.) Note also that in insurance literature the formulation ordinarily used is not that economic consequences of risks 
are ceded to, mitigated by, and assumed by insurers, but that the risks are ceded to, mitigated by, and assumed by insurers. The meaning, however, 
is the same. 
25 When an insurance contract has been signed, the insurer issues a document known as an insurance policy, which stipulates the maximum 
insurance cover, the premium, and conditions agreed upon in the insurance contract. The maximum insurance cover, and thereby the maximum 



 

converts the risk of a large economic loss into the certainty of a very small one, corresponding to the 
insurance premium.26 Additionally, since insurance companies may rely on scale economies and 
specialisation for the development of comparative advantages in processing claims, policyholders may 
by the procurement of insurance even increase their expected net operating cash flows.27 
Marine insurance refers to the insurance of maritime transports. Different aspects of such 

transports may be insured. These different insurances basically fall into two broad categories, one 
encompassing the insurances effected by owners of the transported goods (cargo owners) and the 
other encompassing the insurances effected by ship-owners.28 
In most countries, marine insurance cover may be procured either directly from an underwriter or 

indirectly through an intermediary, referred to as a broker. In Swedish marine insurance, however, 
brokers are of minor importance.29  
Like most other non-life insurance contracts, marine insurance contracts are generally issued and 

renewed on an annual basis.30 Since the development of marine insurance has been a process of trial 
and error, the perils insured against have been added one by one over time and are listed in marine 
insurance policies in indiscriminate sequence.31 
Damages to ships or cargo, which have been caused by accidents, are referred to as averages.32 In 

practice, most averages are partial, and therefore induce claims, which are smaller than the insurance 
policy amounts.33 It is important to realise that no matter which aspect of a maritime transport is 
insured, the construction and state of the transporting vessel will influence the premium since for 
example the bad condition of a ship increases the risk also of the transported cargo being lost.34 

1.2.1 The cargo owners' insurances 

The primary insurance cover of a cargo owner will be cargo insurance, which applies to many risks to 
the transported goods.35 Normally, however, a cargo owner does not procure insurance cover for 
individual shipments, but all his shipments made within a specified time or over definitely described 
commercial routes.36 
Naturally, also transporters may be held liable for damages to cargo, but mostly must not provide 

full replacement for a damage or loss. This is so, since such responsibility of the transporter depends 
on the gross weight of the cargo, not on its value. Consequently, there will not be full replacement for 
cargo of low unit values. Neither is the transporter responsible for accidents caused by uncontrollable 
forces, so-called Acts of God, such as the strike of lightening.37  

                                                                                                                                                                                              
claim which the policyholder can make on his insurer, is known as the insurance policy amount. The insurance policy amount may correspond to 
the full or part of the value of the insured property. If the insurance policy amount corresponds only to part of the value of the insured property, 
the policyholder remains liable for the net between losses incurred and the insurance policy amount. However, even if the policyholder's losses are 
due to perils insured against and even if these losses are lower than the insurance policy amount, an insurer will mostly not pay claims 
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deductible is to avoid petty claims which in some cases may even amount to smaller amounts than the transaction costs of adjusting them. Also, 
the use of a deductible reduces the costs of the policyholder since insurers are able to charge lower premiums with a deductible. Sometimes the 
policyholder must only accept liability on his own account if the losses incurred to him do not exceed a certain amount. Otherwise, the insurer is 
liable for the full losses incurred. In such cases, the own liability of the policyholder is known as a franchise. The use of a franchise instead of a 
deductible naturally results in higher premium rates since a greater responsibility lies with the insurer. (Winter (1919), p. 161-165.) 
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Note also that no insurance covers carelessness of the cargo owner, such as low-quality packing of 
the cargo.38 Marine insurance, however, always follows established trade customs, and marine 
insurers are supposed to know what the normal standard of packing is in each cargo's country of 
origin.39 
It is important to realise that although cargo insurance is classified as marine insurance it may also 

cover the insured property on some land transports between the transporter's warehouse and the 
consignee's warehouse. Between which points of delivery a cargo insurance policy actually applies 
usually conforms to trade customs. For example, cargo insurance is furnished to attach at the point 
where the cargo is sold, whether this point is a factory or a port.40 
Either the buyer or the seller of the transported cargo may act as cargo policyholder, depending on 

the stipulations in the contract between the two. Normally, internationally standardised clauses are 
adopted in international trade. The two most frequently adopted clauses are "Free On Board" (F.O.B) 
and "Cost, Insurance, Freight" (C.I.F.). If the cargo is bought under the clause F.O.B., the costs of cargo 
insurance and the risk of the cargo being damaged or lost remain with the seller until the cargo has 
been loaded on the ship. If the cargo is bought C.I.F., the seller provides cargo insurance until the 
cargo arrives in its destination port, though the risk lies with the buyer already when the cargo has 
been loaded on the ship. If under a C.I.F. contract the cargo is lost and the cargo insurance applies, the 
seller receives the claims from the insurance company and delivers new cargo to the buyer.41 
Swedish imports are usually insured on the standardised conditions of the Swedish market, while 

Swedish exports are usually insured on British conditions. Exports are insured on British conditions in 
order to enhance communication with foreign buyers and average agents. The major difference 
between the Swedish and the British conditions is that British insurers can only be held liable for risks 
explicitly listed in an insurance contract while Swedish insurers may be held liable for all risks within 
their field of business apart from the ones explicitly excepted by wordings of an insurance contract or 
by law.42 

1.2.2 The ship-owner's insurances 

The most important classes of marine insurance for ship-owners are hull insurance and protection and 
indemnity insurance (P&I).43 During the interwar period, also freight insurance was of great 
importance for ship-owners.44 
Hull insurance covers the costs of a ship being lost. It may also cover partial losses, such as 

collisions and the ship hitting ground. Normally, hull insurance also covers engine trouble and the 
ship-owner's liability for collisions. However, a hull insurance contract does not cover all accidents at 
sea. First, the insurance only covers scenarios which may occur, not scenarios which must occur. If a 
ship sinks since it is in too bad shape to manage a normal journey, a so-called inherent vice, the 
insurance contract is not valid. Neither does the insurance contract cover damages caused by so-called 
wilful misconduct. It does, however, cover damages caused by carelessness.45  
To determine a hull insurance premium is associated with particular difficulties. Basically, the 

premium is calculated from the ship's value, which is of importance if the ship is lost, and from its 
gross weight, which is of importance for repairs. However, damages are often discovered and repaired 
long after they were caused. At that time, repairs may be substantially more expensive than would have 
been the case if the damages had been attended to at once. This fact must be accounted for in the 
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determination of premium rates. Also, at the time of discovery, it may be difficult to determine which 
damages are due to accidents, and thereby covered by hull insurance, as opposed to normal wear.46 
Ship-owners may be held liable both for damages to transported individuals and cargo and for 

damages to other parties or property. He may protect himself from the economic consequences of 
liability to others not covered by hull insurance by effecting protection and indemnity insurance (P&I). 
Ship-owners' liability towards others it is however limited. In order not to be held liable for damages to 
transported individuals or cargo, a ship-owner may argue that the damages are due to an 
uncontrollable force, a so-called Act of God. An example of an Act of God is the strike of lightening. To 
avoid such liability, ship-owners may alternatively rely on internationally accepted exceptions 
formulated in international agreements.47 
Ship-owners' liability for damages was previously greatly circumscribed, but after the Second World 

War this liability has continuously increased. In effect, P&I insurance has been of increasing 
importance as compared to hull insurance.48 
While P&I insurance has been gaining importance, freight insurance was of great importance to 

ship-owners already during the interwar period. Freight insurance refers to the insurance of a ship-
owner's or a charterer's right to a future charge for the carriage of goods. In effect, although the word 
freight is sometimes used to denote transported goods, such as in the expression "freight steamer", 
freight insurance refers to the insurance of an intangible interest. Since this interest is in the payment 
of a certain amount of money after a future transportation, the transporter has no insurable freight 
interest if the freight rate has been prepaid and guaranteed. In such cases, the transporter is 
guaranteed to retain this sum of money even if the voyage can not be completed due to forces out of his 
control, such as storms. In such cases, the freight may be considered part of the value of the cargo, and 
may be insured under a cargo insurance policy. Such contractual formulations usually occur when 
demand for is greater than supply of transportation, and tend to occur although they reduce the 
incentives of the transporter to complete the voyage by all means. Such formulations are however 
unusual in bulk transports, allocating the insurable interest with the transporter.49 
Remember that in marine insurance it takes a comparatively long period of time to determine 

whether insurers according to insurance policies should be held liable for the losses or damages caused 
to policyholders. In hull insurance and P&I this process takes up to three years.50 In contemporary 
Swedish hull and P&I insurance, of the total claims paid on the claims made by policyholders during a 
particular year, slightly less than 40% are paid during that same year, while slightly less than 50% are 
paid during the subsequent year. The remaining slightly more than 10% are primarily divided on three 
more years. By comparison, in contemporary Swedish transport insurance, encompassing transports 
both by ship and by truck, more than 50% of such claims are paid during the year of the average, while 
less than 40% during the subsequent year.51 

1.2.3 War insurance 

Ship and cargo owners may procure additional marine insurances cover for risks excluded from the 
above discussed forms of policies. During the interwar period, war insurance was of great 
importance.52 
Averages caused by war, such as capture, seizure and destruction in effect of war at sea and the 

deployment of mines, normally do not fall under the above discussed forms of policies. During the 
interwar period, a so-called war clause was inserted into marine insurance contracts, also referred to 
as the "free of capture and seizure" clause, relieving underwriters from liability for such averages. This 
clause could, however, be deleted in return for an increase of the premium rate. Alternatively, the 
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policyholder could obtain separate war insurance cover from another insurer by the establishment of a 
separate war insurance contract.53  
In Sweden, war insurance additionally provides cover against strikes, lockouts and riots, while these 

risks according to English practices are covered by a separate insurance policy.54 Swedish war 
insurance has been supplied by private insurance companies during normal business circumstances, 
while during the world wars in the first instance by the state. The other kinds of marine insurance were 
conducted exclusively by private companies also during the world wars. 55 

1.2.4 Marine reinsurance 

The insurance policy amounts in marine insurance are often too large to be attractive to any single one 
insurance company without additional cover. For example, a ship may need greater insurance cover 
than insurers are able or willing to underwrite.56 Also, though most units of cargo are insured at 
smaller insurance policy amounts than a ship, an insurance company may insure several units of cargo 
on the same transport. The individual cargo risks must in such cases be analysed together. 
Additionally, one insurer may insure both a particular ship and the cargo carried by that ship. 
Similarly, one insurer may insure both of two colliding ships.57 In many countries there are also 
judicial limits to how large insurance policy amounts an insurance company is allowed to guarantee 
without additional cover.58 
Basically there are two means, by which risks can be distributed between several insurers. One 

option is coinsurance, which refers to a number of insurance companies collaboratively insuring 
against a risk. In the case of co-insurance, each of the co-insuring companies enters into an agreement 
with the policyholder.59 
The other means by which risks can be distributed between several insurers is reinsurance, which is 

synonymous with indirect insurance.60 Reinsurance is vital for marine insurance companies since it is 
the primary means by which such companies reduce estimated losses.61 
Basically, reinsurance is the insurance of an insurance contract. In other words, reinsurance refers 

to an insurance company passing on (ceding) a portion of an insured risk to another insurer (a 
reinsurer). In that context, the original insurer is referred to as the direct insurer or cedar, and the 
portion of each risk which he keeps on his own account is known as his self-retention or own risk. The 
reinsurer is another direct insurance company or a specialist reinsurance company. In return for 
accepting the ceded risk the reinsurer is paid a premium. Subsequently, the reinsurer may pass on a 
portion of the reinsured risk to a third insurer (retrocession).62 
The reinsurer has no obligation to the original policyholder. Only the direct insurer issues the 

original policy, and the reinsurer never deals with the policyholder.63 
Sometimes both parties to a reinsurance contract act as both cedars and receivers. If so, the 

transaction is defined as reciprocal. One mutual benefit of reciprocity is that it may provide dispersion 
of risks, for example geographically. Depending on the formulations of a reciprocal reinsurance 
contract, reciprocity is intended to retain either the business volumes or the expected profits of the 
reinsuring companies, though at the same time reduce the own risks.64 
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As will be explained further below, reinsurance is a potentially important response to new risks in 
marine insurance. 

1.3 Theoretical frameworks 
The present thesis deploys different but compatible theoretical starting points in the interpretation of 
the development of interwar Swedish marine insurance. These starting points regard risks to insurers, 
and thereby attach to the second research question. They also regard the potential effects of 
reinsurance since reinsurance is a standard means for insurer's risk mitigation. Additionally, these 
starting points regard the organizational forms of the interwar Swedish marine insurers since insurers 
of different organizational forms may be differently sensitive to and respond differently to new risks to 
their businesses. Also, insurers of different organizational forms may strive for different business 
results, which is important to bear in mind in regard to the fourth research question. 

1.3.1 Risks to marine insurers 

The premium incomes and returns of insurers are permanently exposed to a number of risks by which 
they may be reduced. This section discusses such risks which are directly associated with the insured 
property, so-called physical hazards, such as a house burning down, and does so with some essentials 
of insurance as a starting point.  
A fundamental principle of modern insurance is the so-called Law of Large Numbers. The essence of 

this principle is that although it may be difficult to predict the outcome of a particular event, the 
average outcome of a large number of similar events is predictable. For example, it is possible to 
estimate how long the average individual of a certain age in a certain country will live. Life insurers can 
thereby establish a premium rate by which it will be profitable for them to provide life insurance for a 
large number of individuals in that group.65 
In the case of life insurance, a certain share of the policyholders will probably live no shorter or 

longer than the expected number of years, but in marine insurance it is sometimes not even likely that 
any policyholder will suffer the expected average loss at the expected time.66 If for instance a marine 
insurance company provides cover for a great number of purpose-built ships designed for oil 
transports, and if a certain share of these ships are estimated to sink or fall foul of piracy, the average 
estimated loss may be one which no policyholder is expected to suffer since each policyholder is 
estimated to either make a substantially greater loss or to make no loss at all. Still the Law of Large 
Numbers is the fundamental principle also of marine insurance. The difference to life insurance is that 
the average outcome must to a greater degree be estimated according to individual judgement. 
Cockerell identifies three possible strategies for the determination of risk and premium rates apart 
from past statistics. First, premium rates can be fixed by analogy of statistics that are similar but not 
identical with those now to be insured. Second, they can be based on the rates charged by other 
insurers. Third, premium rates can be "simply an informed guess".67 In particular the latter two of 
these three strategies may be considered the outcome of insurers' lack of knowledge on the insured 
property, which is hardly in accordance with the ideal type of a perfect market. 
These estimates, and in effect the premium incomes and returns on insurance, are always exposed 

to a number of risks. First, no matter if statistical models or individual judgement is the primary tool 
implemented, average outcomes are always estimated according to past experiences. However, the 
true averages will fluctuate randomly from year to year. For example, the North Sea storms are not 
equally dangerous each year, meaning that the number of shipwrecks in the North Sea will vary from 
year to year. Second, an insurer can never know with certainty, not even assuming that everything else 
remains equal, that the average outcome of his past experiences corresponds to the average outcome 
during all years including the years to come. Third, the parameters which determine the likelihood for 
example of a shipwreck do not remain stable over time. For example, technological change may cause 
differences in regard to how ships are constructed, making them more or less vulnerable to storms 
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than previously. Also for this reason, past experiences may prove insufficient for a correct 
determination of premium rates.68 
Additionally, as explained previously, the number of similar insured risks must be sufficiently large 

for an insurer to predict his business results with any certainty. Whether this number is sufficiently 
large or not, the insurer can never know with total certainty. Similarly, previous experiences will be of 
little value for the determination of premium rates when policyholders wish to insure themselves 
against an unknown phenomenon. Finally, the likeliness of different risks insured against may be 
positively correlated. For example, as mentioned previously, an insurer may provide both hull 
insurance for a certain ship and cargo insurance for the cargo transported by that ship. Since if the 
ship would sink both the hull and the cargo would be lost, risks associated with the hull are positively 
correlated with risks associated with the cargo.69 
In sum, detailed knowledge of the insured property is vital for marine insurers to make correct risk 

assessments. If, however, policyholders possess greater knowledge than insurers on insured property, 
insurers may be exposed to the risks of adverse selection of moral hazard. 

1.3.1.1 Adverse selection and moral hazard 
Effecting insurance does not only expose insurers to physical hazards, but also to risks which are 
rather associated with the behaviour of the policyholder: adverse selection and moral hazard. 
It has previously been argued that not all property insured within a class of insurance is subject to 

the same level of risk. In other words, the insured property is non-homogeneous. To what extent this is 
a problem to insurers critically depends on whether the insurer is able to identify decisive differences 
between for example a number of insured ships. If so, he can charge different premium rates for the 
insurance of different ships, thereby matching each policyholder's premium rate more closely to his 
expected losses.70 If, on the other hand, the insurer is not able to identify the high risk policyholders, 
he will not be able to charge higher premium rates for high-risk agents. If so, high-risk agents may 
consider the established premium rates a bargain, making them flock around the insurer. In other 
words, the insurer will be subject to adverse selection. The estimated average loss calculated by the 
insurer will then not correspond to the average loss of his policyholders.71 
Marine insurers also rely on fair dealing of his policyholders. In regard to unfair dealing of 

policyholders, some researchers draw a line of distinction between moral hazard and fraud. Moral 
hazard is then understood as the policyholder taking risks which he would have avoided in lack of 
insurance cover, while fraud is regarded as actions which directly oppose relevant stipulations, such as 
an insurance contract or laws.72 Since it is often difficult to empirically determine whether an insurer 
has been exposed to moral hazards or frauds, the present thesis understands all such unfair dealing of 
the policyholder against the underwriter as examples of moral hazard, thereby following Winter 1919 
and Kingston 2007.73 
Moral hazards are prominent both in cargo and hull insurance since a marine underwriter often 

depends on the statements of both cargo and ship owners in regard to the condition of the insured 
property. In respect of cargo, the underwriter must rely almost entirely on the integrity of the insured 
and on his willingness to bring forth unusual circumstances connected with the insured shipment 
since he normally cannot directly investigate the cargo.74 In effect, if a cargo owner does not let his 
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insurer know of unusual circumstances associated with his property, this insurer will underestimate 
the risk associated with the cargo and therefore charge a too low premium. In other words, the insurer 
will be subject to adverse selection since moral hazard has created a situation of asymmetric 
information in the relation between insurer and policyholder. 
Though the matter of moral hazard is prominent in cargo insurance, it is particularly critical in hull 

insurance since in such insurance unfair dealing of the insured may inflict major losses on the 
underwriter. A reputation of bad management of a ship therefore directly affects the procurement of 
insurance on the hull, but it also affects the procurement of insurance on the freight and on the cargo 
carried by that ship.75 
But an insurer may be subject to moral hazards even when insurance policy amounts and premium 

rates have been correctly determined. This is so, since having effected insurance cover, policyholders 
may change their behaviour by taking less care to avoid loss, simply because they know that the costs 
of a loss will be borne by the insurer. They may even increase the size of their exposure.76 An example 
would be a ship owner who chooses a shorter but more risky route after having effected insurance than 
he would have done otherwise, thereby saving fuel. In some cases, policyholders may by such 
behaviour even make profits. This may be so if insurance policy amounts are fixed for a certain period 
of time, no matter price fluctuations of the insured property. Consequently, during periods of sinking 
prices of cargo and ships, it may be possible for ship and cargo owners to make a profit from treating 
their property carelessly. The profit of the policyholder will then correspond to the net between 
insurance policy amounts and the market values of the insured cargo or ships.77 Such behaviour may 
be expected to occur most frequently during periods of falling prices of such property.78 
Adverse selection and moral hazard problems may be aggravated by new conditions in insurance. 

Such new conditions in interwar Swedish marine insurance will be discussed further below. 

1.3.1.2 Risk, uncertainty, and opportunities 
Uncertainty has by some scholars been regarded as potential scenarios of which the likeliness cannot 
be calculated, while risks, by contrast, have been regarded as potential scenarios of which the likeliness 
may be calculated. An example of uncertainty in line with this definition is the Acts of God discussed 
above. The distinction between uncertainty and risk, however, has not been maintained by all 
scholars.79 The present thesis makes no distinction between risk and uncertainty.  
Neither does the present thesis uphold an analytical distinction between opportunities and risks. 

This is justified, since new or changing difficulties in marine insurance may be beneficial to some 
insurers since they are less exposed or can better mitigate them than competitors. They may then win 
market shares by setting lower premium rates than competitors.80 
Consequently, the present thesis refers to all challenges to a marine insurance business as "risks". 

1.3.2 The effects of reinsurance 

Reinsurance relaxes the consequences of different risks to ceding insurers by redistributing risks 
among insurers. For one, reinsurance reduces the likeliness of catastrophic losses and, in effect, of 
bankruptcies among insurance companies. Thereby underwriting of major insurance policy amounts is 
enhanced. Also, since the product quality of an insurance policy is reduced when the insurer's default 
risk increases, insurance purchasers adjust their demand prices to the probability of this risk. In effect, 
an insurer's decision to procure reinsurance cover may increase the value of his policies, and in turn 
increase his premium incomes.81 
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Reinsurance also provides insurance companies with income smoothing. Marine insurance is 
characterised by heavily fluctuating results on a one-year basis and also over a number of years. By the 
use of reinsurance such fluctuations are smoothened out since the primary insurer surrenders parts of 
profits during good years in order to recover parts of losses during bad years.82 Also, by reducing the 
volatility of the primary insurer's taxable income, reinsurance may reduce his aggregated tax liabilities. 
Additionally, reinsurance may redistribute profits among members of a company group, and thereby 
further reduce tax liabilities within that group.83 
Another advantage of reinsurance is that it performs surplus relief for direct insurance companies. 

In other words, reinsurance makes it possible for the direct insurance companies to accept more 
business than their own capital could safely support or the regulator would allow.84 
Under certain circumstances, the procurement of reinsurance cover may also reduce insurance 

companies' underinvestment problems. Such problems may exist if policyholders have prior claims on 
an insurance company. The equity holders of that company may then rationally choose to reject an 
investment project since the profits from such a project would primarily benefit the policyholders. If 
the insurer had purchased reinsurance cover, however, the loss would have been indemnified, and the 
underinvestment problem would not have occurred.85 
Finally, reinsurers have broader experience than direct insurers with low probability events and 

provide information on pricing and claims adjustment services in particular areas. Such information is 
probably the most valuable to small insurance firms, particularly if they offer insurance in several 
different lines.86 
In practice, an aggregate portfolio of reinsurance risks is likely to be less favourable than a portfolio 

of retained direct business. This is so, since the ceding company is entitled to retain the whole of the 
small nonhazardous risks, a large portion of the more expensive nonhazardous risks, but a smaller 
share of the more hazardous risks.87 In this context, it is important to realise that reinsurance 
transactions are potentially characterised by asymmetric information. In effect, reinsurers are 
potentially exposed to moral hazards on behalf of the ceding insurers both in regard to the formulation 
of reinsurance contracts and in regard to the occurrence of damages and losses.88 In practice, this 
means that ceding insurers may engage in more risky underwriting or admit greater liability than they 
would have done in lack of reinsurance cover, knowing that the reinsurers will admit liability for parts 
of additional losses. Thereby reinsurance transactions are potentially characterised by the same moral 
hazards as the previously described transactions between direct marine insurers and their 
policyholders. In reinsurance the problem of moral hazards can be especially severe when primary 
insurers are overwhelmed with great volumes of claims.89 
Thereby strategies for dealing with asymmetric information are important not only in direct marine 

insurance, but also in marine reinsurance. 

1.3.3 Stock and mutual insurers 

Since stock and mutual insurers may implement different strategies in response to new risks, it is 
important to recognize that both these company forms were represented in the interwar Swedish 
marine insurance market. A central difference between a stock insurance company and a mutual 
insurance company by definition lies in the relation between owners and policyholders. In a stock 
insurance company, the owners and the policyholders are separate parties.90 When a policyholder 
suffers an in advance defined loss, he can claim an in advance defined amount of compensation from 
his insurer. In a mutual company, by contrast, the policyholders are also the owners of the company. 
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In other words, a mutual insurance company is a cooperative. It is constituted by a number of 
individuals or organisations leading their lives or conducting business under similar circumstances. In 
the case of marine insurance, these individuals or organisations are ship-owners. When one of the 
member ship-owners suffers an in advance defined loss, the other members are obliged to provide an 
in advance defined amount of economic cover.91 Due to the organisational form, mutual insurance 
companies typically conduct insurance in fewer lines than stock companies. For realising why this is 
so, remember that an insurance company strives for insuring a sufficiently large number of similar 
risks. This is particularly so in regard to mutual companies since they cannot like stock companies 
compensate for heterogeneity of underwritten risks by emitting new shares and thereby gain a buffer. 
The practical consequences for the policyholders of this difference between stock and mutual 

marine insurers become evident when the companies during one year must pay greater claims than 
expected. If a stock marine insurance company must do so, the share capital is supposed to cover the 
margin between anticipated and unanticipated losses incurred to policyholders. If on the other hand a 
mutual marine insurance company during one year must pay greater claims than expected the member 
ship owners must pay extra premiums.92 
Agency theory holds that since stock and mutual insurers are characterised by different incentive 

conflicts they are likely to fare differently under different circumstances, for example in different lines 
of insurance.  
According to this line of reasoning, the elimination of the owner-policyholder conflict provides 

mutual insurance companies with a comparative advantage over stock insurance companies. For 
example, in the case of a stock insurance company, shareholders are interested in generous common 
stock dividends, while policyholders are interested in the creation of funds since they would otherwise 
face an increased risk that the insurer will later prove unable to meet his obligations. Since in the case 
of a mutual insurance company the owners are also the policyholders, there is no such incentive 
conflict. Also, since a mutual insurance company must pay no stock dividends, the investment returns 
to policyholders are higher in the case of a mutual insurer than in the case of a stock insurer.93 
Additionally, since the owner and policyholder functions are merged in a mutual insurance 

company, agency theory holds that mutual insurers effectively control for problems of asymmetric 
information: adverse selection and moral hazards. This is so, since neighbours or members of an 
industry group often possess clear insights into risk identification and assessment than do remotely 
situated insurers. Also, a policyholder is less likely to cheat peers than a remote insurance company.94 
Additionally, a mutual insurer may adopt strict criteria for membership, thereby excluding high-risk 
policyholders. 
Finally, the management of a mutual insurer can undertake initiatives in the long-term interests of 

policyholders, although such initiatives may not bear fruit initially. A publicly traded stock company, 
by contrast, often lacks this flexibility since it must report financial results that meet or surpass 
investor expectations.95 
On the other hand, agency theory also holds that the mutual insurers do not mitigate incentive 

conflicts between owners and managers as effectively as stock companies. The proposed explanation is 
that managers are more effectively controlled by shareholders than by policyholders of mutual 
companies. This is so, since shareholders possess such means as executive share options, which refrain 
managers from preferring their own expenses rather than maximising policyholders returns. This 
phenomenon is referred to as the "expense preference" thesis. Also, if the management of a stock 
insurer performs poorly, falling stock prices will increase the probability of a stock company being 
acquired by another company and the management thereby being replaced (a so-called predatory 
takeover), benefiting primarily major stock companies. In the case of a mutual insurer, the interests of 
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managers can normally not be as effectively aligned with those of owners, although large mutual 
insurers make up for the lack of publicly traded shares by devising pay schemes to key employees on a 
scale comparable to their stock company counterparts.96  
In practice, due to the elimination of the owner-policyholder conflict, mutual insurers are assumed 

to compete the most successfully where long-term commitment and trust are important, such as in life 
insurance. This is sometimes referred to as the maturity hypothesis. Mutual insurers are also assumed 
to compete the most successfully in lines of insurance and geographical regions where the need for 
managerial discretion in risk selection is low, and where the need for individualised underwriting on a 
risk by risk basis is low. On the other hand, stock insurers possess comparative advantages in lines 
requiring a high level of managerial discretion, such as short-term property insurance. These 
suggestions have found empirical support. The suggestion that the difference in costs of controlling 
incentive conflicts between owners and managers influences the choice between the stock and the 
mutual form of organisation is usually referred to as Mayers' and Smith's managerial discretion 
hypothesis. Assuming that a high level of managerial discretion is reflected in high riskiness of the 
underwritten business, it follows from this hypothesis that stock insurers should underwrite more 
risky business than mutual insurers. 97 
According to another research tradition, advocated by Smith and Stutzer, stock and mutual insurers 

are likely to fare differently since they issue different kinds of insurance policies; participating and 
non-participating. In effect, stock insurers will suffer more than mutual insurers from uncertainty and 
adverse selection. This line of reasoning rests on the notions that moral hazard among policyholders is 
the most frequent in times of high losses and economic uncertainty, but most effectively reduced by 
participating policies, especially so if the peers of the policyholders are the ones to assess the risk 
offered for insurance. According to this line of research, mutual insurance companies are the most 
likely to be formed where estimates of future losses are uncertain, for example where high losses are 
caused by frequent but unpredictable hazards, such as piracy and war in early marine insurance, and 
where unpredictable legal decisions may suddenly change liability levels. Within this research 
tradition it has also been argued that mutual insurers under uncertain conditions possess a 
comparative advantage since they will not, as stock insurers, suffer from predatory takeovers or from 
the volatility of share values. In times of economic growth, however, mutual insurance companies are 
associated with the comparative disadvantage in relation to stock insurers of not having access to the 
equity markets for financing expansion of the business. It follows also from this research tradition that 
where mutual and stock insurers coexist, mutual insurers should cover lower-risk policyholders than 
stock insurers. 98 
It is also worthy of note that mutual insurers are particularly likely to procure reinsurance cover. 

Remember that the procurement of reinsurance relaxes the regulatory constraint on insurers by 
reducing the business in force. Procuring reinsurance cover for this purpose is probably particularly 
important for mutual insurers since they cannot raise capital by selling equity.99 
In sum, it may be expected that the Swedish stock and mutual insurers responded differently to the 

new conditions in interwar marine insurance. 

1.4 New conditions in interwar Swedish marine insurance 
The above discussed risks to marine insurers are endogenous to insurance transactions, and are 
therefore "every-day" risks to these insurers. However, during the crises of the interwar period, the 
exogenous risk environment of marine insurance transactions changed radically and rapidly, 
potentially transforming the Swedish marine insurance market. The present section discusses three 
new or changing types of exogenous risks to the business results in interwar Swedish marine 
insurance, measured as premium incomes and returns. First, the interwar period saw new political 
risks in trade. Second the value of Swedish maritime transport and trade decreased rapidly during 
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parts of the period. Third, parts of the period were associated with major currency risks. As will be 
explained in the following, these three risks attach to marine insurance because of the above described 
particularities of marine insurance; impracticability of statistical methods, the long time lag between 
averages occurring and claims being paid, and the international character of the business. The general 
assumption of the present thesis is that interwar Swedish marine insurers had to respond to these 
risks. 
How such risks affected the business results in Swedish marine insurance has not previously been 

systematically analysed.  

1.4.1 Political risks in trade 

While the latter half of the 19th century saw the introduction of steamers and the latter half of the 20th 
century saw the introduction of purpose-built containerships, the interwar period saw no 
corresponding revolutions in shipping.100 In effect, developments in shipping caused no equally far 
reaching changes to physical hazards in marine insurance. However, for political reasons the Swedish 
marine insurers were probably exposed to the risk of the cargo in Swedish maritime trade being partly 
reallocated between trade routes, decreasing the value of experience of previous combinations of 
physical hazards regarding hull, cargo and trade routes. Remember that such parameter changes as 
new combinations of physical hazards are problematic to marine insurers since it is impractical to 
employ statistical methods for marine insurance premium determination and since such parameter 
changes reduce the value of past experiences for estimations of future losses. Thereby marine insurers 
are forced to rely on less reliable methods of premium determination.  
First, since new states and borders were created after World War I, not the least in Eastern Europe, 

there may have been changes also as to which cargo was transported on which trade routes. Also, the 
importance of the Soviet Union as a trading partner decreased extensively after World War I.101  
Second, following the final suspension of the universal international gold standard in 1931, liberal 

trade regimes were replaced by protectionist ones. Again, trade routes and the composition of different 
countries' international trade were at the risk of being modified for political reasons. A critical juncture 
was Britain's introduction of tariffs in late 1931, and its introduction of a 10% general tariff in February 
1932.102 Subsequently, most other European countries undertook similar measures.103 The 
protectionist trade regimes survived until the Second World War.  
Third, in order to cope with increasing barriers to trade, governments started to engage in bilateral 

trade agreements.104 For example, in 1934 Sweden signed such trade agreements with Britain and 
Germany. Again, trade routes and compositions were at the risk of being modified for political reasons. 
In regard to trade policies it is also worthy of note that investigations were made by the Swedish 
National Board of Trade during the 1930s as to whether Swedish maritime transports should be 
enhanced by the government. Such investigations were made in response to subsidisation of foreign 
trade in other countries.105 Both bilateral trade negotiations and such investigations may have been 
conceived by marine insurers as opportunities to enhance trade on certain routes.  
As a consequence of these political changes, previous experiences of marine insurers regarding trade 

routes may have been of decreasing value for a correct determination of premium rates and conditions 
in marine insurance contracts. 

1.4.2 Decreasing prices and volumes in trade 

The early interwar period saw, first, extreme inflation and, subsequently, a marked deflation. 
Unsurprisingly therefore, the prices of Swedish ships and cargo in foreign trade fluctuated heavily 
around World War I. 1920-1922 the prices in Swedish foreign trade and the aggregated values of the 
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Swedish commercial fleet, Swedish imports, and Swedish exports decreased substantially; the Swedish 
commercial fleet by more three fourths, imports by two thirds, and exports by 50%. Subsequently, 
however, the values increased until 1929. From 1929 to 1932 there was again a general decrease, 
though not as steep as during the early 1920s. The remaining years of the period witnessed a general 
increase.106 
Such fluctuations are problematic to marine insurers due to the above described comparatively long 

time lag between averages occurring and claims being paid, which is caused by the time-consuming 
process of establishing whether marine insurers should admit liability for averages. This will be 
explained in greater detail in Chapter 4.  
Remember also from the above description of risks to insurers that the number of similar insured 

risks must be sufficiently large for an insurer to predict his business results with any certainty. Since 
the value of Swedish trade during some parts of the interwar period decreased partly due to decreasing 
volumes of trade, Swedish marine insurers may have experienced difficulties of predicting their 
business results with sufficient certainty.  

1.4.3 Currency risks 

As explained previously, all marine insurers are exposed to foreign competition. For this reason, 
marine insurers are vulnerable to currency risks. This may be suggested since certain exchange-rate 
fluctuations may result in decreasing returns on marine insurance contracts and in the loss of business 
to foreign competitors. This will be explained in greater detail in Chapter 4. 
Also, Peter Borscheid has shown that marine insurers of other countries than Sweden during the 

early interwar period made losses on contracts drawn up in foreign currencies due to exchange-rate 
fluctuations. One problem was that in some cases premiums were collected and claims paid in foreign 
currencies, while investments were made in the own currency of the insurer.107 
The likeliness of high-amplitude exchange-rate fluctuations greatly depends on which monetary 

regime is in place. Under monetary regimes of so-called fixed exchange rates there are practically no 
exchange-rate fluctuations. The opposite is a regime of floating exchange rates.108 
Different monetary regimes were in place during the interwar period. During World War I, the 

international gold standard, a regime of fixed exchange rates, was suspended. This regime had been 
adopted by Sweden, as by most other countries, during the 1870s. In effect, the actors of the interwar 
period had experienced no other monetary regime and had no experience of exchange-rate 
fluctuations when in 1916 floating exchange rates became the norm. 
Swedish currency floated until 1924. The international gold standard was reconstructed in 1924-

1925, but lost its universality 1931-1933 when it was again suspended in a number of countries.109 
During the remaining years of the interwar period, some countries choose to continuously rely on the 
international gold standard, the so-called "gold block", while other countries choose to peg their 
currencies to one or more currencies outside the gold block and to rely on floating exchange rates in 
relation to the gold block. 
Due to the adoption of different monetary regimes and due to the international character of marine 

insurance, it should be expected that interwar Swedish marine insurers faced difficulties of correctly 
fixing premium rates. This risk however does not directly fall under the above theoretical framework of 
risks to marine insurers since it neither concerns changes to the physical hazards insured against, nor 
changes to the behaviour of policyholders, but rapid changes to the setting in which marine insurance 
transactions take place. Thereby, it is not an everyday risk to marine insurers, and it should be 
expected that a switch of monetary regime reduced the value of past experiences for estimations of 
future losses. 
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1.5 Strategies for mitigation of new risks to marine insurance 
Since interwar Swedish marine insurers probably were exposed to new risks to their marine insurance 
businesses, it may be expected that these insurers took defensive measures in order to increase 
revenues or cut back expenses and, in turn, protect their business results. Five sets of possible 
strategies for mitigation of new or changing risks to a marine insurance business are discussed in the 
following; adjustment of marine insurance premium rates or conditions, greater or smaller 
participation than previously in cooperation in marine insurance unions, proportionally greater 
cession than previously of marine risks to reinsurers, acceptance of a broader or a narrower selection 
of risks than previously, and increase and/or re-disposition of investments in loans, bonds, and stocks. 
First, in response to new or changing risks to his marine insurance business, an insurer may adjust 

his marine insurance premium rates or conditions. One option is to set premium rates so high as to 
increase the expected margin between premium incomes and claims paid, thereby building reserves. 
That strategy may be an appropriate means for dealing with parameter changes, such as physical 
hazards in the insured business or new levels of currency risks. It is not unusual for underwriters faced 
with novel risks to initially charge high premium rates.110 
However, due to international competition, it may prove difficult for marine insurers in a certain 

country to increase premium rates in the international business of marine insurance, particularly so if 
there is already a trend of falling premium rates or of falling confidence among policyholders in the 
solidity of marine insurers. Competition may under such circumstances pose too great an obstacle. If 
the insurers are cost-efficient enough, however, it may still constitute an option. It is also possible that 
long-term commitments between policyholders and insurers reduce the incentives to increase 
premium rates in difficult times since the insurers can then count on compensation by future profits. 
For the same reason it may also prove difficult to set less generous conditions than competitors; not 

only is there international competition in marine insurance, but the fundamental practices and 
theories relating to it are the same the whole world over.111 Nonetheless, there is some room for 
changes to stipulations in marine insurance contracts in response to new or changing risks, regarding 
for example in which currencies premiums and claims shall be paid. 
Reformulations of marine insurance contracts may also aim at making conditions more attractive to 

a broad spectrum of policyholders, decreasing the influence of high-risk policyholders, thereby 
decreasing the exposure to adverse selection, and in effect increasing the returns on the marine 
insurance business. Alternatively, such reformulations may aim at making the procurement of marine 
insurance more difficult, more expensive, or less attractive to policyholders of high moral hazards. 
Strategies of that purpose can rely either on price incentives or on monitoring. Price incentives 
strategies encompass so-called ex-post settling up or retrospective rating, which means that premiums 
are calculated ex-post on losses incurred during the policy period. Another use of price incentives for 
controlling moral hazards is the use of high deductibles112. Also, as explained previously, reinsurance is 
usually conducted as a long-term relationship, providing reinsurers with experience to set appropriate 
future premium rates and terms. Monitoring can be a more efficient way to resolve conflicts within 
organisations where access to information is greater than in relations between firms.113 Thereby, 
monitoring may be a less costly means of controlling moral hazards than the use of price incentives in 
mutual insurance companies. 
In traditional reinsurance the standard response to asymmetric information is to engage in multi-

period relationships where unexpected losses and profits can be compensated ex post. In other words, 
new information can ex post be included in the pricing of reinsurance coverage. If such arrangements 
prove successful, they may lead to more reinsurance coverage, higher insurance profits, and lower 
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expected distress in the industry.114 Additionally, a ceding company may gain a bad reputation and lose 
its reinsurers if it unloads onto them losses which render the reinsurance business unprofitable.115 
For the most cost-efficient companies, however, it may be a more appropriate strategy to set lower 

premium rates or more generous conditions than competitors, even if the expected margin between 
premium incomes and claims paid is thereby reduced, if market shares can thereby be gained from 
competitors. 
Second, the insurer may also choose to participate to a greater or smaller extent than previously in 

cooperation in marine insurance unions on for example premium rates and conditions. If most marine 
insurers were exposed to the same risks and to similar extents, cooperation may have been more 
effective for the mitigation of risks than company-specific action. By the use of cooperation, 
competition may be cut, making the establishment of higher premium rates possible. For the most 
cost-efficient companies, however, it may have been a more appropriate strategy to withdraw from 
cooperation in marine insurance unions, thereby gaining greater freedom for example to fix 
comparatively low premium rates, in turn gaining market shares. In effect, collusion may be expected 
to be successful only under certain circumstances. 
Monica Keneley recognizes four main determinants of successful maintenance of agreements among 

Australian fire insurance companies.116 The first determinant is the ability among insurers to postpone 
selling at low premium rates. If some insurers agree to provide insurance cover at lower rates than has 
been agreed, the tariff agreement will not be efficient. The second determinant is a prior history of 
attempts at collusion since previous failures to collude may have made firms aware of the costs and 
benefits of forming price agreements. The third determinant is recognized benefits from information 
pooling among the companies. A tariff agreement may not only serve to increase premium rates, but it 
may also serve to synthesise experiences and knowledge of different insurers. Keneley has shown that 
the 1897 Australian fire tariff agreement was successful partly since it provided insurance companies 
with a means of controlling information asymmetries between policyholders and insurers. This 
agreement was also a means to monitor the behaviour of other insurers since it controlled 
commissions to and the number of agents over which insurance was effected. The fourth determinant 
is the development of administrative and organisational structures, which facilitate the 
implementation of the agreement. Keneley has argued that the aforementioned tariff agreement by its 
simplicity in premium determination and loss of evaluation enhanced administrative processes, 
whereby the insurers could reap efficiency gains. Premium determination and loss evaluation could 
simply be performed according to general formulas.117 
Third, in response to new or changing risks to his marine insurance business, the insurer may cede a 

greater share than previously of all or of some kinds of marine risks to reinsurers, for example by 
modifying the number of insurance lines in which he is engaged. This strategy may be an appropriate 
means for dealing with parameter changes to the physical hazards insured against.118 It should be 
realised, though, that the use of this strategy does not reduce the risks associated with the insurer's 
marine business. It does, however, provide him with surplus relief, thereby allowing him to insure a 
greater number of risks and, in effect, facilitates risk dispersion. 
Fourth, the insurer may choose to insure a broader or a narrower selection of risks than previously. 

Broadening the scope of accepted risks may be an appropriate means for obtaining risk dispersion. If, 
however, an insurer possesses special knowledge in marine insurance, he may instead narrow his 
selection of risks and invest more time in analysing them in order to do so with greater accuracy than 
competitors.119  
This choice between narrowing and broadening the scope of accepted risks applies both within a 

certain line of insurance and between different lines. Thereby, an insurer faced with new or changing 
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risks to his marine business may obtain risk dispersion both by starting to grant marine insurance 
cover for marine risks which have previously not been accepted and by entering into new lines of 
insurance. Insuring a broad spectrum of risks is usual among large companies.120 Still, broadening the 
spectrum of underwritten risks, just like narrowing it, may in the face of new or changing risks seem 
an attractive option both to large and to small companies. 
Insuring only a narrow spectrum of risks is a long implemented strategy in many syndicates at the 

Lloyd's. Such syndicates manage competition from large insurance companies for example by utilising 
their special knowledge on categories of policyholders for which most insurance companies are 
reluctant to cater.121 
Fifth, the insurer may increase and/or re-dispose his investments in loans, bonds, and stocks. This 

may be done in order to make investment earnings greater and/or safer. Increasing the investment 
earnings may be an attractive option if they seem insufficient to compensate for future low returns on 
marine insurance. Making the investment earnings safer may be an attractive option if their level 
seems unstable. Investment earnings may be increased by a greater focus on high-risk investments 
and/or by greater total investments, while they may be secured by a greater focus on low-risk 
investments, possibly in combination with greater total investments. Investment earnings may also be 
increased by a concentration of investments, while they may be secured by a broader focus on different 
kinds of investments.122  
Great reliance on investments is frequent in situations where excessive competition reduces 

insurance premium incomes to levels where they hardly cover claims and other expenses.123 The 
shrinking Swedish marine insurance market of the early interwar period may constitute such a case. 
Since investment earnings may compensate for low earnings from underwriting, insurance companies 
may also choose to set comparatively low premium rates, and in effect accept comparatively low 
underwriting profits, when interest rates and, in effect, investment earnings are high, possibly even 
making a direct profit.124 Additionally, such an insurer may earn market shares in insurance. Such 
tendencies of adjusting premium rates to expected investment earnings have been reported for US 
stock insurers during the latter half of the 20th century.125 
Furthermore, in order to enhance the payment of claims in the countries where averages occur, 

marine insurers usually hold funds in different currency areas.126 Re-disposition of investments 
between different currency areas may be a strategy for the mitigation of currency risks. 
Naturally, in practice combinations of these strategies may be implemented. For example, an 

insurer's determination of premium rates may be influenced by the rates at which he has been able to 
procure reinsurance cover. Another example would be an insurer who due to great investment 
earnings can afford to set lower premium rates than competitors and refrain from cooperation in 
marine insurance unions. 

1.6 Delimitations 
The present thesis analyses the marine insurance businesses of all interwar Swedish marine insurers of 
significance. All stock marine insurers are included. As regards the mutual marine insurers, the thesis 
analyses a group of companies defined in the Official Statistics of Sweden. This group includes most 
mutual marine insurers with articles of association approved by the government. Such mutual marine 
insurers were allowed to conduct business over the whole country. However, some companies with 
articles of association approved by the government have been excluded "due to their negligible 
insurance businesses"127. The analysed mutual marine insurers include also some major companies 

                                                             
120 Cockerell (1984), p. 70 f. 
121 Cockerell (1984), p. 70 f. 
122 Axvärn (1997), p. 14. 
123 Cockerell (1984), p. 70. 
124 Cummins (1991), p. 284 f. 
125 Smith (1989). 
126 Winter (1919), p. 121 f. 
127 Official Statistics of Sweden, Private Insurance Companies 1921:II, p. 2. 



 

with articles of association approved not by the government, but by a County Administrative Board. 128 
Such companies are usually labelled County Companies. They were by law only allowed to conduct 
business within one County.129 
The main period of study is 1920-1939, in effect excluding the first two years of the interwar period. 

This exclusion is justified since the primary statistical source of the present licentiate thesis, the 
annually edited The Official Statistics of Sweden, Private Insurance Companies, was revised in 1920, 
circumscribing comparisons between previous and subsequent years.  
Interwar Swedish marine insurance is in the present licentiate thesis analysed from an external 

perspective, while the full doctoral thesis will entail also an internal perspective on this business. The 
external perspective is the ex-post perspective on the outcomes of the marine insurance businesses. 
From the external perspective, it can be assessed what happened, for example regarding market 
structures, structures of business, and business results. 
The internal perspective is the perspective of the marine insurance companies. The full doctoral 

thesis will adopt also the internal perspective by analysing to which risks interwar Swedish marine 
insurers considered themselves exposed, how they intended to adapt their business strategies, and in 
response to which risks. Since such strategies aim at influencing the future, the internal perspective is 
primarily adopted as an ex-ante perspective.  
Naturally, these two perspectives are interlinked; the strategies influence the outcomes, while 

previous outcomes of the business form the strategies. 
Since primarily an external perspective on Swedish marine insurance is adopted in the present 

licentiate thesis, the third research question, which regards responses of Swedish marine insurers to 
new or changing risks, can only be answered provisionally. This is so, since the marine insurance 
companies' perspective is essential for determining whether the observed developments were due to 
strategic choices of marine insurers or due to changing circumstances which were out of their control.  
Furthermore, the present licentiate thesis discusses the use of two of the five above defined sets of 

strategies; proportionally greater cession than previously of marine risks to reinsurers and 
diversification among insurance lines. The full doctoral thesis will focus on all these five sets of 
strategies.  
As regards the level of cession to reinsurers, the present licentiate thesis analyses whether these 

insurers ceded a greater share of all their marine risks to reinsurers. It remains to be investigated 
whether interwar Swedish marine insurers increased cession primarily of certain kinds of marine 
risks. This will be done in the full doctoral thesis.  
The full doctoral thesis will also, unlike the present licentiate thesis, systematically compare 

developments as regards different kinds of marine insurance companies and as regards direct marine 
insurance and marine reinsurance. This is vital since, the processes of risk mitigation may have been 
different as regards different kinds of marine insurance companies and as regards direct marine 
insurance and marine reinsurance.  

1.7 Methods of investigation and analysis 
In following the methods of investigation and analysis of the present thesis are described in relation to 
the four research questions. First, however, a general remark on how the Swedish marine insurers 
have been grouped when it has been found inappropriate to analyse Swedish marine insurance as an 
aggregate. 
The present thesis recognizes three groups of marine insurance companies, and thereby follows the 

Official Statistics of Sweden. These three groups are direct insurance stock companies, reinsurance 
companies, and mutual companies. It is justified to distinguish between these groups both because of 
the scope of the marine businesses and because of the organisational forms. 
First, a marine insurance company may conduct direct marine insurance or marine reinsurance or 

both. During the interwar period, the Swedish mutual marine insurance companies conducted 
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exclusively direct marine insurance.130 The marine reinsurance companies, by contrast, conducted 
exclusively marine reinsurance, though four of them conducted direct insurance in other lines than 
marine insurance: Globus, Tellus, Securitas, and Iris. Most direct marine insurance stock companies 
conducted both direct marine insurance and marine reinsurance.131 As explained previously, the 
returns are likely to be differently high on direct insurance and reinsurance. 
Second, the direct marine insurance stock companies and the marine reinsurance companies were 

by definition all stock companies, contrasting them to the mutual marine insurance companies. As 
explained previously, stock and mutual insurers have different strengths and weaknesses, making 
them likely to fare differently under different business circumstances. 

1.7.1 The relation between maritime trade and marine insurance 

The first research question entails assessing; first, to what extent interwar Swedish marine insurers 
insured Swedish, as compared to foreign, ships and cargo and, second, to what extent Swedish ships 
and cargo were insured by Swedish, as compared to foreign, marine insurers. The degree of 
interdependence between Swedish marine insurance on the one hand and Swedish maritime 
transports and trade on the other has been estimated by three separate descriptive statistical analyses.  
The first of these three descriptive statistical analyses compares long-run developments of incomes 

from the three businesses. Similarities of developments have been interpreted as interdependence. 
Incomes from Swedish marine insurance have been estimated by Swedish mutual and direct insurance 
stock companies' marine insurance premium incomes, which were the most important incomes of 
these companies. Incomes from Swedish shipping have been estimated by the Swedish shipping 
companies' gross freight earnings from foreign shipping. This production value was the most 
important income of the shipping companies. Incomes from Swedish maritime trade have been 
estimated by the aggregated values of Swedish imports and exports are presented. 
 In this analysis, not only the interwar period, but also the last half-century before World War I is 

included. This is justified, since pre-World War I developments serve as a benchmark for interwar 
developments. Also, pre-World War I developments may have formed interwar Swedish marine 
insurers' expectations, assessments of risks, and choices of strategies. Thereby knowledge on pre-
World War I developments is necessary for a correct understanding of the actual assessments of risks 
and choices of strategies. Finally, including half a century of pre-World War I developments, rather 
than only a decade or two, means describing the development of modern Swedish marine insurance 
from its very earliest days. Still, the analytical focus is on developments during the interwar period.  
In this long-run analysis, two different deflators have been deployed in order to as far as possible 

separate endogenous developments in the marine insurance market from developments caused by 
changes in other markets. First, in order to account for changing prices in shipping, probably the 
market most directly affecting marine insurance, a foreign shipping deflator has been deployed. 
Second, in order to account for changing prices in other markets, a broader deflator has been 
deployed, namely CPI, the Swedish consumer price index. 
The second and third descriptive statistical analyses include only the interwar period, and may in 

relation to the first analysis be considered in-depth analyses.  
The second descriptive statistical analysis assesses how great a share of Swedish insurance 

companies' marine insurance premium incomes were paid by Swedish ship and cargo owners. The 
greater this share, the greater the importance for Swedish marine insurance companies of 
developments in Swedish maritime transports and trade. This share has been estimated by the share of 
Swedish insurance companies' marine insurance premium incomes, which was received in Sweden. It 
is possible, however, that not only Swedish, but also foreign ship and cargo owners procured marine 
insurance cover from Swedish companies in Sweden. However, the available statistics allow for no 
better estimate. 
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The third descriptive statistical analysis estimates the Swedish marine insurance companies' share 
of the insurance cover procured by the Swedish commercial fleet and, in effect, to what extent the 
Swedish marine insurance companies were exposed to foreign competition in the Swedish market. The 
greater this share, the greater the Swedish marine insurance companies' market power in relation to 
the ship-owners. This share has been estimated through comparisons between the value of the 
Swedish commercial fleet and the value of direct hull insurance in force effected in Sweden by Swedish 
insurance companies 1929-1939. The first half of the interwar period has been excluded since it has 
not been possible to obtain the corresponding data for those years. This analysis has been 
supplemented by some direct descriptions of the extent to which interwar Swedish shipping 
companies paid their hull and P&I insurance premiums to Swedish companies. Due to a lack of 
sources, it has not been possible to conduct the corresponding analyses in regard to cargo insurance. 
Finally, this third analysis also discusses the importance of Swedish marine reinsurance for Swedish 
direct marine insurance. Remember that reinsurance increases the supply of direct marine insurance 
at competitive rates of premiums. In effect, this part of the third analysis estimates the importance of 
Swedish marine reinsurance to Swedish ship and cargo owners. This importance has been estimated 
by a combination of two measures: first, by the importance of reinsurance of any origin to Swedish 
direct marine insurers, measured through the share of total Swedish marine insurance premium 
incomes which was passed on to reinsurers, and, second, by the extent to which these direct marine 
insurers' reinsurance cover was procured in Sweden, measured through Swedish net exports of marine 
reinsurance premiums.  

1.7.2 Risks to marine insurance 

The second research question regards whether the new or changing analysed risks to the business 
results in interwar Swedish marine insurance had any actual effects. Expectations have been 
formulated regarding how the analysed risks influenced these business results. These analysed risks 
are, first, decreasing prices and volumes in shipping and maritime trade and, second, currency risks. 
These expectations have subsequently been compared to the actual developments. It is important to 
realise that if these expectations are denied empirical support it should not be concluded that Swedish 
marine insurers were not exposed to the discussed risks during the interwar period. The lack of 
empirical support may instead be due to the marine insurers having effectively mitigated that risk. 
The effects of these two risks on the business results in interwar Swedish marine insurance have 

been estimated in three ways. First, descriptive statistics have been deployed and similarities of trends 
have been interpreted as the discussed risks having effects for the business results. These analyses 
have partly been conducted as comparisons with the two decades preceding World War I, and for the 
aforementioned reason. In these long-run comparisons, the marine reinsurance companies have been 
excluded. This is so, since these comparisons partly draw on a previous study by Bengt Bergander: 
Försäkringsväsendet i Sverige 1814-1914, edited in 1967. Bergander has collated data on Swedish 
marine insurance 1814-1914, has excluded the marine reinsurance companies, but included 
reinsurance conducted by direct marine insurance companies. The short run descriptive statistics, 
which encompass only the interwar period, include also the Swedish marine reinsurance companies. 
Second, the interwar marine insurers' views on the effects of developments of shipping and trade 

and of currency risks on their business results have been brought into the discussion. 
Third, a multivariate regression model has been designed and tested for the effects of developments 

of shipping and trade and of currency risks on the business results in interwar Swedish marine 
insurance. 
In the first and the third analyses, the development of business results in interwar Swedish marine 

insurance has been measured through the developments of premium incomes, claims paid, and 
returns. The returns on marine insurance have been estimated both by the frequently deployed so-
called loss ratio, which is calculated as the ratio of claims adjustments and premium incomes132, and 
by the by the ratio of claims and administrative costs to premium incomes. The greater these ratios, 
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the smaller the returns on the business. Unfortunately, the available statistics do not allow for 
additional calculations of ratios of premium incomes and insurance policy amounts. 
Both direct marine insurance and marine reinsurance of all Swedish companies have as far as 

possible been included. This is justified since if marine reinsurance had been excluded, the returns on 
the marine risks insured could have been depicted, but a direct effect of a risk on the transactions 
between direct insurers and reinsurers, for example the effects of currency risks, would have been 
overlooked. This is so, since if the returns on Swedish companies' own marine risks were higher than 
the returns on risks passed on to reinsurers, the average returns on all marine insurance were lower 
than the average returns on all marine risks insured.133 In effect, the consequences of currency risks 
would have been underestimated if marine reinsurance had been neglected. 
It is important to realise that a ratio of claims paid and premium incomes during one year should 

not be thought of as an estimate of the returns on that year's contracts. Remember that settling claims 
in hull insurance and P&I often takes more than one year. Additionally, as previously highlighted, 
damages to hull are frequently discovered at a later date than they first occurred. In effect, in the 
business results of a particular year, also payments for claims made during previous years are 
included, and additional claims may arise from that year's contracts during coming years. However, 
the sources at hand do not allow for calculations of the returns on each year's marine insurance 
contracts. It is unfortunate that it is not possible to calculate both the returns on each year's marine 
business (the actual premium incomes and claims paid) and the returns on each year's marine 
insurance contracts. This is unfortunate since these different estimates of the business results in 
marine insurance are in different ways vulnerable to the two analysed risks: first, decreasing prices 
and volumes in shipping and trade and, second, currency risks. The descriptions in the present thesis 
of how the business results in marine insurance are vulnerable to these two risks apply when such 
business results are calculated as the returns on each year's marine business. 
Values in Swedish maritime trade are in these analyses estimated by the value added (production 

value) in Swedish shipping and by the value of Swedish exports. Relying on both these estimates is 
justified since interwar Swedish marine insurance encompassed both hull and cargo insurance. 
Relying on the value of Swedish exports, instead of the aggregated value of Swedish imports and 
exports, is justified since it is highly unlikely that the full Swedish foreign trade was insured with 
Swedish companies.  
In the multivariate regression model, the loss ratio in Swedish marine insurance serves as estimate 

of business results in Swedish marine insurance. This dependent variable is calculated as marine 
claims paid to marine premium incomes. 
The first explanatory variable is the annual growth of Swedish foreign trade (TRADE). Remember 

that the claims paid during a particular year greatly arise from insurance contracts signed and 
premiums received during previous years. In times of increasing business volumes the loss ratio may 
therefore be expected to decrease. Remember also that moral hazard on behalf of policyholders may be 
expected to occur the most frequently in times of decreasing prices of the insured property, a scenario 
which is likely to occur in times of decreasing business volumes. A negative correlation may therefore 
be expected between the dependent variable and TRADE. 
The second explanatory variable is the annual growth rate of the exchange rate of Swedish to British 

currency (SEKPOU). The present thesis recognizes that currency risks may have cut the returns on 
Swedish marine insurers' international marine insurance contracts, and may have redistributed 
comparative advantages between marine insurers of different currency areas. The exchange rate of 
Swedish to British currency has been chosen as estimate of currency risks to interwar Swedish marine 
insurers since British marine insurers were in some respects the leaders in the international interwar 
marine insurance market. 
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The third explanatory variable is the frequency of total averages (ships lost) of the Swedish 
commercial fleet (TOTAV), calculated as the ratio of this fleet's gross tonnage lost and its total gross 
tonnage. This estimate has been chosen since this thesis argues that the claims experiences in interwar 
Swedish marine insurance were probably greatly governed by random factors, such as storms. Total 
averages are likely to occur primarily during storms. A positive correlation may therefore be expected 
between the dependent variable and TOTAV. 
The fourth explanatory variable is the extent to which the marine insurance companies reinsured 

their marine risks, calculated as the ratio of marine reinsurance premiums paid and total marine 
premium incomes (REINPAI). In regard to this variable, two competing hypotheses have been 
formulated. First, remember that the product quality of an insurance policy is reduced when the 
insurer's default risk increases, making insurance purchasers adjust their demand prices to the 
probability of this risk. Since reinsurance cover reduces an insurer's default risk, other things 
remaining equal, an insurer who chooses to procure reinsurance cover will therefore insure a greater 
share of low-risk agents at profitable rates of premiums than previously. Thereby, a negative 
correlation may be expected between the dependent variable and REINPAI. Second, remember also 
that it is costly for reinsurers to monitor the underwriting activities of his cedars, and that the relation 
between direct insurers and reinsurers is therefore potentially characterised by moral hazard. In effect, 
a positive correlation may be expected between the dependent variable and REINPAI. 
The fifth explanatory variable is the extent to which the marine insurers received marine 

reinsurance as compared to direct marine insurance, calculated as the ratio of marine reinsurance 
premium incomes and total marine premium incomes (REINREC). Remember that an aggregate 
portfolio of reinsurance is likely to be less favourable than a portfolio of retained direct business since 
the ceding company is entitled to retain the whole of the small nonhazardous risks, a large portion of 
the more expensive nonhazardous risks, but a smaller share of the more hazardous risks. A positive 
correlation may therefore be expected between the dependent variable and REINREC. 
The sixth explanatory variable is the ratio of commissions paid to agents and the total 

administrative costs of the companies (PROV). This variable is included since this thesis shows that 
Swedish interwar marine insurers accepted major foreign marine insurance contracts, which had been 
intermediated by foreign companies in return for all too high commissions, making the remaining 
premium incomes too low to cover claims. The willingness to pay such high premiums in turn 
indicates a need to rely on intermediaries for the selection of risks, possibly due to a lack of sufficient 
own knowledge on risks accepted. A positive correlation may therefore be expected between the 
dependent variable and PROV. 
The seventh explanatory variable is a short-term Swedish interest rate (INTR). Remember from the 

introductory chapter that previous insurance research has implied a tendency among insurers to 
charge lower premium rates when the returns on their investments are high, this in order to gain 
profits and market shares. A positive correlation may therefore be expected between the dependent 
variable and INTR. 
The eighth explanatory variable is the organisational form of the companies (ORGF). Remember 

that the mutual insurers, unlike the stock insurers, can collect supplementary premiums if claims are 
greater than expected. In effect, mutual insurers can rely on lower premium rates than stock insurers 
without having to fear major losses. Additionally, remember from the introductory chapter that also 
since a mutual insurance company must pay no stock dividends, the investment returns to 
policyholders are higher in the case of a mutual insurer than in the case of a stock insurer. For these 
two reasons, the loss ratio is likely to be higher in the case of a mutual insurer than in the case of a 
stock insurer. A negative correlation may therefore be expected between the dependent variable and 
ORGF. 
Corresponding diagnostic analyses have been conducted of the residuals’ distribution (the 

distribution of the differences between the actual and the predicted values of the loss ratio) in order to 
secure that no further explanatory variables are likely to have been of the same systematic importance 
during the studied period as the ones taken into account. 
Prices in shipping and trade and the aggregated value of shipping are not included in this regression 

model although this thesis argued that also these factors influence the returns on marine insurance. 



 

They have been excluded from this analysis due to problems of multicollinearity in relation to the 
aggregated volumes of trade. All the six correlations among these four variables were statistically 
significant on the 0,01 level. The annual growth rate of Swedish foreign trade was preferred to the 
annual growth rate of Swedish shipping since the growth of shipping is probably spurred by the growth 
of trade. 

1.7.3 Strategies of risk mitigation 

The third research question regards how the business strategies of interwar Swedish marine insurers 
were modified in response to new or changing risks. Such adaption of strategies has been analysed 
primarily by the use of descriptive statistics.  
First, it has been investigated whether interwar Swedish marine insurers choose to rely on 

reinsurers to a greater extent than previously in response to new or changing risks to their businesses. 
This has been done by investigating whether Swedish marine insurers' reliance on reinsurers was 
greater during the interwar period than during the last two decades before World War I. Again, the 
choice to include also pre-World War I developments is justified since such developments serve as a 
benchmark for interwar developments. The equal length of the chosen interwar and the antebellum 
periods make them comparable. This reliance on reinsurers has been estimated by the ratio of marine 
reinsurance premiums paid by Swedish marine insurers and total marine insurance premium incomes. 
It has also been investigated whether increasing reliance on marine reinsurance was a rewarding 
strategy, reward to the ceding party being estimated by increase to the average returns on the own 
business.134 The analyses of whether increasing reliance on marine insurance was a rewarding strategy 
include only the interwar period. The reward to the ceding party could also have been estimated 
through whether cession of marine risks increased the average returns more during the interwar 
period than before World War I, but the findings would then have been difficult to interpret. This is so, 
since the transformation of the Swedish commercial fleet during World War I probably greatly 
transformed the Swedish marine insurance market. Also, the reinsurance market developed 
substantially only shortly before World War I, possibly indicating that higher reinsurance premium 
rates were justified before World War I than after the war. Given the choice to focus exclusively on the 
interwar period, the most relevant comparison is between the returns on the own business and the 
returns on the business which would have been underwritten in lack of reinsurance cover.135 Naturally, 
such counterfactual comparisons are not possible, but it is possible to compare the returns on the own 
marine business to the returns on the reinsured business. This method has been applied in the present 
thesis. Also these returns have been estimated both as loss ratios and as ratios of claims paid and 
administrative costs to premium incomes. 
Second, it has been investigated whether interwar Swedish marine insurers choose to diversify their 

insurance businesses in response to new or changing risks to their marine businesses. This analysis 
has been restricted to diversification among insurance lines, and is based on comparisons between the 
volumes of premium incomes from different lines.136 Additionally, the development of the number of 
lines in which the companies were engaged has been analysed. 

1.7.4 The consequences of new risks and strategies 

The fourth research question regards whether the analysed risks and strategies affected the interwar 
Swedish marine insurance market structure and the business results of marine insurers. 
Developments of the interwar Swedish marine insurance market structure have been measured 

through changes to the market shares of different kinds of marine insurance companies, measured 
through gross marine insurance premium incomes, to the number of marine insurance companies, 
and to these companies' business volumes. Also, the level of competition between these companies has 
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been discussed, not only by comparing market shares and the number of companies, but also by 
mapping the relations between the companies. In order to estimate how the level of competition 
changed, the formal relations between the marine insurance stock companies have been mapped. This 
has been done in two ways. First, the explicit information on such relations in Svenska Aktiebolag och 
Enskilda Banker 1919 and 1922, edited by Karl Key-Åberg, and in Svenska Aktiebolag 1940 has been 
acquired. Second, the members of the companies' boards have been compared, using Svenska 
Aktiebolag och Enskilda Banker 1922. In this analysis, the company Iris has been included although it 
conducted no reinsurance at that time. Since the two companies Globus and Vega are not included in 
this publication of 1922, information on these companies has been acquired from Svenska Aktiebolag 
och Enskilda Banker 1919. Consequently, all Swedish companies conducting marine insurance during 
some part of the period have been included in this investigation. Shared members of direct insurance 
stock companies' and reinsurance companies' boards have been interpreted as indicators of informal 
subordination of reinsurance companies. Note that if one person held seats in three company boards, 
this creates two board member connections for each company. The findings of these investigations 
have been supplemented by findings of previous research. 
For a correct understanding of the level of competition, however, also cooperation within the 

Swedish marine insurance unions should be analysed. As explained previously, this will be a focus of 
the full doctoral thesis. 
Finally, the profits on the total business of the marine insurance companies have been calculated as 

a share of total incomes. If the implementation of new strategies for risk mitigation was successful, the 
total business results fluctuated less than the business results in marine insurance, never to reach 
unprofitable levels. 

1.8 Sources 
For the statistical analyses of interwar Swedish marine insurance, the present thesis draws primarily 
on the Official Statistics of Sweden. From 1912 and throughout the interwar period, private insurance 
companies were dealt with in a volume of these statistics entitled Private Insurance Companies, 
edited by the Swedish Insurance Inspectorate. The Inspectorate acquired data for its collations by 
sending standardised forms to the Swedish insurance companies, which the companies were obliged to 
return. 1912-1919 these insurance statistics were edited as three volumes annually, 1920-1930 as two 
volumes annually, and from 1931 as one volume annually.137 
The primary drawback of these statistics is that they were modified on two occasions during the 

interwar period. They were revised in 1920, circumscribing comparisons between previous and 
subsequent years. This is why the present study relies on data for the years 1920-1939 instead of 1918-
1939 for the in-depth analyses of the interwar period. In 1929 both the forms sent to insurance 
companies and the tables in Private Insurance Companies were revised. This was done both in order 
to make the collations more useful to the Swedish Insurance Inspectorate in its supervision of 
Swedish private insurance and in order to enhance comparisons between the official statistics of 
different Scandinavian countries.138 An example of the difficulties created by these revisions is that 
before 1929 the official statistics include the insurance policy amounts insured with Swedish marine 
insurers during the previous year, while from 1930 they instead include the total hull insurance policy 
amounts insured with Swedish marine insurers, but no insurance policy amounts in cargo insurance. 
Also Svensk Försäkrings Årsbok (annual publication on Swedish insurance edited by the 

companies) and The Historical Statistics of Sweden encompass compilations on Swedish marine 
insurance. These compilations very much resemble some tables in Private Insurance Companies, 
though the statistics of these three sources are not identical. Unfortunately, also Svensk Försäkrings 
Årsbok and The Historical Statistics of Sweden were modified and restructured during the interwar 
period. 
For statistical comparisons between interwar and antebellum Swedish marine insurance, the 

present thesis has obtained data regarding World War I and the antebellum period from the previously 
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discussed study by Bengt Bergander (1967, Försäkringsväsendet i Sverige 1814-1914). Bergander has 
collated statistics on Swedish marine insurance, covering the period 1862-1914. His compilations are 
based on the annual reports of the insurance inspector and from 1904 on the annual reports of the 
Inspectorate.139 Since only few documents have been preserved from early Swedish marine insurance 
companies, long-run analyses can not incorporate Swedish marine insurance conducted before the 
1850s. For example, no records have been preserved from Sjöassuranskompaniet.140 
Long run analyses of the relation between shipping and trade are based on The Official Statistics of 

Sweden and on previous research, such as the Swedish Historical National Accounts 1800-2000 and 
Priser och Marknadskrafter i Sverige 1885-1969 – En Prishistorisk Studie [Ljungberg, Jonas 1990]. 
These sources are supplemented by two Swedish Government Official Reports (SOU 1936:22, SOU 
1941:34), which discuss the Swedish commercial fleet's reliance on reinsurance. 
The qualitative analyses of interwar Swedish marine insurance draw on monographs on the studied 

marine insurance companies and unions and in some instances on previous research. Monographs 
published during the studied period have been treated as sources, not as previous research. Such 
monographs have their inherent and characteristic drawbacks. They are naturally potentially biased 
and often tend to focus on glorifying events, but there are of course brilliant exceptions, such as 
Norrlands Ångfartygs Assuransförening – En Femtioårskrönika 1886-1936 [Timelin 1936]. 
The two main archives of the full doctoral thesis will be the archives of The Swedish Association of 

Marine Underwriters and The Swedish Steam Ship Insurance Association (from 1972 The Swedish 
Club141). The first half of the archive of The Swedish Association of Marine Underwriters, covering 
approximately the years to the early 1930s, is deposited in the archive of The Swedish Insurance 
Federation (Svenska Försäkringsförbundet), while the latter half is stored at The Swedish Association 
of Marine Underwriters. The archive of The Swedish Steam Ship Insurance Association is stored at 
Landsarkivet i Göteborg (archival number GLA/C0158:6). The intended further use of these archives 
is described in the concluding chapter of the present licentiate thesis. 
As described previously, the formal relations between the marine insurance stock companies have 

been mapped using Svenska Aktiebolag och Enskilda Banker 1919 and 1922, edited by Karl Key-
Åberg, and Svenska Aktiebolag 1940. These volumes contain basic data on all Swedish stock 
companies. 

1.9 Previous research 
This part relates the present thesis to different research traditions and describes the potential 
contributions of the thesis to these trends.  
First, during recent years, there has been an increasing interest both internationally and in Sweden 

in the development and the internationalisation of financial systems. Generally, this research has paid 
more attention to banks and credit intermediation than to other financial services, such as insurance. 
One example of international research with this focus on banks is the anthology Elusive stability – 
Essays in the history of international finance, 1919-1939 (1990), edited by Barry Eichengreen, which 
analyses the importance of central bank policies for interwar economies.142 Another example is the 
anthology The role of banks in the interwar economy (1991), edited by Harold James, Håkan Lindgren 
and Alice Teichova, which investigates the relations between banking and industry during the interwar 
period in a number of countries such as the countries in central Europe and Scandinavia.143 
The primacy of banks in this research on financial systems is manifest also in Swedish research. Two 

prominent examples of Swedish researchers who have conducted extensive research on the history of 
Swedish banking, and on the central bank and economic leadership in particular, are Karin Kock and 
Lars Jonung.144 Insurance has by contrast until recently been greatly neglected. In this context, it is 
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interesting to note that insurance is not even mentioned in Anders Östlind's classic and monumental 
Svensk Samhällsekonomi 1914-1922 [The Swedish Economy 1914-1922], though insurance companies 
are discussed as institutional investors.145 The lack of attention to marine insurance is particularly 
noteworthy due to the Swedish economic downturns created by difficulties of maritime transports 
during the period studied by Östlind. 
As part of financial systems, insurance companies have greatly been discussed as institutional 

investors also in international research. Richard Sylla has discussed insurance companies in that 
capacity, existing alongside securities markets, banking and, in particular, economic leadership on 
behalf of representatives of public institutions (like central banks).146 Also Swedish insurance 
companies of the last 150 years have been discussed as institutional investors, and their investment 
strategies have been analysed.147 
British insurance historian Robin Pearson has, however, pointed out the importance of insurers as 

experts of risk mitigation. One important publication which adopts this perspective on insurance 
companies, and which discusses insurance in the context of internationalisation, is the anthology 
Internationalisation and Globalisation of the Insurance Industry in the 19th and 20th Centuries, 
edited by Peter Borscheid and Robin Pearson (2007). In this anthology, internationalisation of 
insurance is discussed from the perspectives of a number of countries.148  
The present thesis discusses insurance companies as experts of risk mitigation, not as institutional 

investors, and may thereby contribute with knowledge of the management of business risks in Swedish 
insurance, a still comparatively unexplored field of research.  
Second, Swedish insurance research has greatly adopted an institutional perspective on the 

insurance market. Notably, Mats Larsson has discussed the effects of public regulation on Swedish 
insurance 1850-1980. Larsson concludes that the introduction of a separate insurance regulation in 
1903 decreased the rate at which new insurance companies were established in Sweden. He also 
concludes that the fear among Swedish insurance companies of socialisation increased cooperation 
between them.149 A similar perspective on Swedish insurance has been adopted by Larsson, Mikael 
Lönnborg and Sven-Erik Svärd in an overview of the relation between Swedish insurance companies 
and public institutions after World War II.150 Gunvall Grip has focused on Swedish insurance 
regulation and policies of new regulation during a period when leading circles of the insurance sector 
considered the distinction between private and public operations to be threatened; 1935 -1945.151 Also, 
Magnus Lindmark, Lars Fredrik Andersson and Mike B Adams have provided an overview of the 
development of the Swedish insurance industry from its establishment in the mid-19th century to 
present, which discusses central institutional features of the Swedish insurance industry, such as its 
oligopoly structure, the lack of foreign participation and the significant presence of mutual forms of 
organisation.152 As regards the interwar period, regulatory changes in the Swedish market and the 
importance of foreign insurance companies in the Swedish market are discussed.153  
The present thesis adopts the perspective of the insurers, not the perspectives of the legislator or the 

supervisor. Thereby the present thesis may provide insights on the mechanisms of mitigation of 
business risks, such as strategic choices of insurers. The full doctoral thesis will, however, also be more 
clearly rooted in institutional theory than the present licentiate thesis. 
Third, contemporary Swedish insurance research in economic history greatly focuses on the role of 

insurance in the Swedish pre-World War I industrialisation, economic and financial growth, and 
internationalisation. This is true also for the important forerunner Försäkringsväsendet i Sverige 
1814-1914 [1967, Insurance in Sweden 1814-1914] by Bengt Bergander, which discusses the 
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development of insurance in Sweden from 1814 to 1914.154 This work focuses on a range of issues, for 
example the relation between mutual and stock insurance companies.155 It is worthy of note that this 
classical work, unlike the present thesis, does not relate statistical findings on the development of 
marine insurance to the development of Swedish trade.  
The early growth and internationalisation of Swedish insurance has also been studied by Mikael 

Lönnborg, arguing that the main incentive for Swedish insurers to conduct business abroad 1855-1913 
was a search among insurance stock companies for risk dispersion. Lönnborg further argues that 
Swedish companies' exposure to foreign risks began with Swedish insurance companies entering into 
mutual reinsurance contracts with foreign companies. Subsequently, foreign direct insurance followed 
since an insurance company has greater possibilities to choose which risks to insure in direct insurance 
than in reinsurance.156 It is also worthy of note that Lönnborg analyses all Swedish insurance branches 
with interests in the international insurance market except marine insurance since marine insurance, 
according to that author, unlike other insurance branches, is of an intrinsically international 
character.157 In effect, Lönnborg analyses the establishment of international insurance enterprises, 
while the present thesis analyses a branch of insurance which is by definition international. Also Frank 
C. Spooner has emphasized the implicitly international character of marine insurance in his work on 
Amsterdam marine insurance 1766-1780.158 
There is, however, a minor number of works on interwar Swedish insurance, such as a recent study 

of the factors motivating the level of reinsurance in the interwar Swedish property fire insurance 
market. The main conclusion drawn is that direct fire insurers reinsured in order to mitigate 
underwriting and insolvency risks.159 Another recent publication on interwar Swedish property fire 
insurance has shown that the underwriting profitability in that line was positively correlated with 
Swedish interest rates. This is surprising since, as explained previously, insurance theory suggests the 
opposite relation; an insurer who relies on his investment earnings and charges no premium rates 
under turns on its investments are high maintain direct profits and market shares. The unexpected 
positive correlation is explained by a need among fire insurers to raise their premium rates when their 
costs of capital increased.160  
The present thesis contrasts with and supplements works on the early growth and 

internationalisation of Swedish insurance and contributes to the contemporary scarce knowledge on 
developments in Swedish insurance during a period of economic downturns and disintegration in 
financial markets. Thereby, the present study may also contribute to a wider understanding of the 
inherent difficulties of the interwar period, particularly so since the focus is on the most intrinsically 
international line of insurance. Seen in a wider context, this thesis may provide insights on how 
structural economic crises affect the function of insurance as a part of a financial system. 
Fourth, the present author knows of no in-depth historical study of Swedish marine insurance, 

neither during the interwar period 1918-1939, nor during any other period. There is, however, one 
important work on interwar Swedish insurance, which includes marine insurance; Försäkring och 
fusioner [Insurance and Mergers] by Karl Englund. This work describes mergers among Swedish 
insurance companies which were to form the insurance company Skandia 1855-1980. One argument 
of this work is that during the interwar period the previous trend of founding subsidiaries in order to 
enter new lines of insurance was replaced by a trend of mergers. During the interwar period a number 
of marine insurance companies gathered round and merged with the insurance company Svea, which 
later on was to merge with Skandia. It is worthy of note that World War I and the interwar period are 
characterised by Englund as a highly turbulent period: "the period of the perhaps most diverse trends 
ever in Swedish insurance".161 
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In other countries, however, there has been some relevant research on risk environments and risk 
assessment of insurers during the interwar period. Peter Borscheid has identified the interwar period 
as a period of rapidly changing risks in insurance, and not the least in marine insurance. In "A 
globalisation backlash in the interwar period?" (2007) this researcher has argued that during the 
interwar period there was great change to the risk environment of insurers connected to trade, such as 
transport insurers and some kinds of fire insurers. The new risks discussed by Borscheid include 
exchange rate fluctuations, hyperinflation and protectionism. Borscheid argues that during the 
interwar period such changes to insurers’ risk environments redistributed comparative advantages 
among insurers of different countries, generally making the market shares of foreign insurers decrease 
although their insurance premium incomes in many countries increased. This was so in insurance lines 
connected with international trade.162 In other words, new risks in marine insurance were associated 
with disintegration of marine insurance markets. On the other hand, Borscheid emphasises that the 
interwar period saw continued diffusion from Europe to other parts of the world of the very idea of 
insurance and of the institutions upholding it, such as property registers and independent courts.163  
The present thesis adds to this scarce research of Swedish marine insurance and adopts a risk 

perspective similar to the one adopted by Borscheid. This thesis may thereby provide novel insights on 
the responses to changing risks in the interwar high-risk line of marine insurance. Borscheid's study 
does not include Sweden, making the present study relevant also from an international perspective 
since Sweden has a long tradition in writing marine insurance.164 
Fifth, most insurance historians who have discussed insurers' risk assessments have focused on 

moral hazards. One prominent example is British insurance historian Robin Pearson. Pearson has 
shown that in 18th and early 19th century British life and fire insurance moral risk was assessed not 
only with reference to the circumstances of the insured.165 This was so because actuaries believed that 
moral hazard was caused not primarily by the economic circumstances of the insured, but rather from 
by social and racial standing of the insured.166 With reference to Ulrich Beck Pearson argues that 
conceptions of risk are socially constructed; social values influence what is considered a risk and what 
is not. Scientific risk assessments are therefore only made in as far as they are socially accepted.167 
Also Christopher Kingston has used a predefined notion of moral hazard to interpret empirical 

findings in 18th-century British marine insurance. Kingston's argument is that the success of British 
individual marine insurers in the competition with marine insurance corporations was partly due to 
their extraordinary ability to control moral hazard. Such control was effectively achieved through 
participation in the information transactions at Lloyd's coffee house since the concentration of 
insurers to this one spot raised the probability of detection.168 This control mechanism may have made 
existing contract wordings appropriate, as uncertainty was reduced. 
Also the present thesis analyses insurance with predefined risks as a tool for the interpretation of 

empirical findings, and thereby links up with Pearson's and Kingston's research. The present thesis, 
however, takes rapid change to the risk environments of insurers as its very starting point and 
contributes with knowledge on insurers' assessments of a broader range of risks than just moral 
hazards. 
Sixth, only recently has insurance research paid attention to the development of reinsurance. In the 

words of insurance historian Robin Pearson: "Until recently, historians had written remarkably little 
about this most invincible of financial services, and there is a large research agenda still to be 
undertaken."169 Also Welf Werner highlights that the reinsurance industry has hardly received any 
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attention in the academic discussion of financial market globalisation, though reinsurance has been an 
international business since it became a noticeable segment of the insurance industry during the 
second half of the 19th century.170 Werner has argued that the empirical analysis of international trade 
in services has long been overshadowed by the study of international trade in goods since the degree of 
differentiation in international balance of payments statistics has been too low; reinsurance premiums 
paid and losses recovered have not been reported separately. Instead only the difference between the 
two has been reported.171 
Greatly adopting the risk perspective of certain insurers, Pearson has paid special attention to 

reinsurance and has shown that the supply of reinsurance has been considered by insurers to set limits 
to the supply of direct insurance.172 Pearson has also provided an overview of the development of the 
international reinsurance market before World War I.173 
There are also some works of older date on the history of reinsurance, such as C. E. Golding's A 

history of reinsurance with sidelights on insurance from 1927, which describes the development of 
reinsurance from its very earliest days until the interwar period.174 
As previously mentioned, there is also a recent study of the factors motivating the level of 

reinsurance in the interwar Swedish property fire insurance market. The authors emphasise that their 
study is the first in economic history of reinsurance in Sweden and call for further similar studies.175  
The present thesis follows this call for further research on Swedish reinsurance and compares the 

development of interwar Swedish direct marine insurance to the development of interwar Swedish 
marine reinsurance. 
Seventh, there are a number of monographs on Swedish marine insurance companies and 

associations which by their very nature adopt the risk perspective of insurers. Remember that this 
thesis defines monographs written during the interwar period on the marine insurance companies and 
on the unions as sources of the thesis, not as previous research. As regards the history of The Swedish 
Association of Marine Underwriters there is a rather recent thematically structured monograph; 
Sjöassuradörernas Förening 1893-1993 - Ett sekel i handelns och sjöfartens tjänst (1993) [The 
Swedish Association of Marine Underwriters 1893-1993 - A century in the service of maritime 
transports].176 There is also a comprehensive monograph on the mutual marine insurance company 
The Swedish Steam Ship Insurance Association, Sjöfart & Sjöförsäkring Under 125 År [Maritime 
Transports and Marine Insurance during 125 Years] (1997) by Jan Kuuse and Kent Olsson, which 
describes the birth and development of this most important of mutual Swedish marine insurance 
companies in relation to the development of Swedish trade.177 An English condensed version of this 
work is provided in The Swedish Steam Ship Insurance Association over 125 Years, also this volume 
edited in connection with the company's 125th anniversary.178 Additionally, Rules & Exceptions by 
Lennart Delfs provides the rules applied by The Swedish Steam Ship Insurance Association, and 
partly places them in a historical context.179 
The present thesis contributes to this literature or individual Swedish marine insurance companies 

and associations by including all interwar Swedish marine insurance companies, thereby making it 
possible to compare the perspectives of different insurance companies. 
It is also worthy of note that there are a vast number of monographs on the leading marine 

insurance provider: the Lloyd's. Only a few examples of this literature are Hazard Unlimited – The 
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Story of Lloyd's of London (1973) by Anthony Brown and Lloyd's of London – A Portrait (1984) by 
Hugh Cockerell.180 
It is worthy of note that some works on the historical development of Swedish insurance belong to 

other disciplines than economic history. For one, British business economist Mike Adams has 
contributed to several theoretically grounded works on the development of the Swedish insurance 
industry.181 Also, economist Göran T. Hägg has described the evolution of Swedish institutions of 
insurance (for example laws) and has analysed the economic forces behind and economic rationales 
for the organisation and operation of insurance companies. The time period spans from the Middle 
Ages to the early 20th century.182 Hägg takes his starting point in economic theory, distinguishing his 
work on the institutions of Swedish insurance for example from the aforementioned institutionalist 
works of Mats Larsson. 

1.10 The outline of the thesis 
The present licentiate thesis is structured as follows.   
Chapter 2 provides a long-run chronological history of marine insurance up to the interwar period 

with a special focus on Sweden. Such a background is vital for a correct understanding of the 
development of interwar Swedish marine insurance since it describes the institutional, technological, 
and commercial starting points of interwar marine insurance. It is also vital to possess knowledge on 
antebellum innovations in marine insurance in order to understand the strategic options at hand for 
antebellum marine insurers. 
Chapters 3 to 6 focus on the interwar period. These chapters are all thematically structured. 
Chapter 3 focuses on the first research question; it discusses the relation between interwar Swedish 

maritime trade and interwar Swedish marine insurance. 
Chapter 4 focuses on the second research question; it discusses how new and changing risks in 

marine insurance influenced the business results in that business. 
Chapter 5 focuses on the third research question; it discusses interwar Swedish marine insurers' 

implementation of strategies in response to new or changing risks in interwar Swedish marine 
insurance. 
Chapter 6 focuses on the fourth research question; it analyses the development of the interwar 

Swedish marine insurance market structure and the development of interwar Swedish marine insurers' 
business results. 
Finally, Chapter 7 summarizes the main conclusions and discusses some vital issues and hypotheses 

for the work still to come. 
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2 The long run history of marine insurance 
This chapter provides a long-run chronological history of marine insurance until the interwar period, 
and does so with a special focus on Sweden. Another focus is on the development of both direct marine 
insurance and marine reinsurance during the 19th century industrialisation.  
Subsequently, the developments of incomes and costs in different ways associated with Swedish 

marine insurance are described in a long run perspective including also the interwar period. 

2.1 The birth of marine insurance 
Marine insurance is the oldest line of insurance, and for centuries it was the only one.1 There is 
evidence of an early form of marine insurance being conducted already 4000 years ago.2 3000 years 
ago, the maritime law of Rhodes recognized so-called maritime loans, in practice corresponding to 
both a loan and a marine insurance since it would not be due for payment if the ship sank.3 Before 
Christ similar practices were known in most of the eastern Mediterranean.4 
The first separate marine insurance policies known today developed in the commercial cities of 

Renaissance Lombardy in northern Italy.5 During the 14th century there were fully developed marine 
insurance systems both in Lombardy and within the Hanseatic League.6 
At that time, also marine reinsurance was practised in northern Italy, the earliest recorded example 

dating back to 1370. This is the earliest example of reinsurance of which there is evidence today. It was 
practised on a facultative and proportional basis by direct insurers.7  

2.2 The professionalization of marine insurance 
From Lombardy, marine insurance was brought to Spain, Portugal, France, the Netherlands, and 
London.8 In London marine insurance was professionalised during the 17th century.9 Until then it had 
been supplied primarily by individual capital holders.10 Early British marine insurance covered cargo 
or hull or both.11  
In London, more or less organised “insurance exchanges” developed. An example from the 17th 

century of such an informal and spontaneous “insurance exchange” is the frequent gatherings of 
professional underwriters at the Coffee House of Edward Lloyd.12 From these gatherings, where 
information on shipping was exchanged, developed a paper, Lloyd's News, a ship classification society, 
Lloyd's Register of Shipping, and the Lloyd's of London.13 This latter London-based institution is 
today the world's leading marine insurance provider and unique in its reliance on private 
underwriting.14 From the Lloyd's fundamental practices and theories of how to select business or to fix 
premium rates, developed almost all such practices and theories implemented during the interwar 
period.15 As discussed in the previous chapter, Christopher Kingston has argued that the success of the 
Lloyd's was partly due to private insurers' extraordinary ability to control moral hazard, achieved 
through participation in the information transactions at Lloyd's coffee house. Additionally, from 
Lloyd's coffee house developed the so-called Lloyd's Register, which was the first ship classification 
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society. It brought out its first "books" in 1764.16 These volumes listed all British steamers and their 
owners. Additionally, they contained ships which had been taken out of service due to disasters or bad 
condition. The reasons why the ships were taken out of service were also listed.17 Thereby, the history 
of each ship-owner could be reconstructed. Institutional refinement at the Lloyd's could develop in the 
shadow of the Bubble Act of 1720, repealed in 1824.18 
Despite opposition from Lloyd's, 1720 saw two British companies being founded and granted a 

monopoly on conducting marine insurance in Britain in a company form; the London Assurance and 
the Royal Exchange Assurance.19 These two first British marine insurance companies were founded in 
the aftermath of public debates, which had been spurred by a number of failures on behalf of private 
underwriters to indemnify policyholders for losses incurred.20 The two companies would possess this 
monopoly for a century and act in competition with Lloyd's.21 They are today the world's oldest marine 
insurance companies.22 
In the United States marine insurance developed later than in Europe; only from the 18th century.23 

At that time, independence freed Americans from the Bubble Act's restrictions on the formation of 
joint stock companies. Soon after, the revolutionary and Napoleonic wars caused a rapid increase of 
American trade volumes and shipping tonnage, creating ideal conditions for an expansion of the 
American marine insurance market. During the 1790s, the newly independent American states began 
to charter marine insurance corporations.24 Consequently, corporations came to dominate the 
American market, while the Lloyd's held a prominent position in Europe.25 
Marine reinsurance must have been practised in Great Britain at the mid 18th century since marine 

reinsurance as defined today was forbidden in a British Act of Parliament in 1746.26 This act was 
repealed only in 1864. Marine reinsurance hardly being an option, coinsurance came to dominate 
British marine insurance markets during this period, benefiting the Lloyd's with its highly developed 
system of coinsurance.27 In continental Europe and in the United States, marine reinsurance was of 
importance.28  

2.3 Early Swedish marine insurance 
In Sweden mutual sharing of marine risks was practised from the 13th century, but actual marine 
insurance was conducted by Dutch immigrants during the early 17th century. There are also examples 
of Swedish commerce seeking marine insurance in the Netherlands from 1615-17. Since Dutch capital 
was central in financing the trade of the Scandinavian countries, it is comprehensible that Dutch 
immigrants played an important part in introducing marine insurance in Sweden.29  
Marine insurance in a company form developed somewhat earlier in Denmark than in Sweden. In 

1726 Det Kongelig Oktroerede Sø-Assurance-Kompagni was founded in Copenhagen. During the 
second half of the 18th century there was a competitive marine insurance market in the city of 
Copenhagen.30 
The first Swedish marine insurance company, the stock company Sjöassuranskompaniet, was 

founded in 1739 by an Act of Parliament and was granted a monopoly on marine insurance (revoked in 
1766). Fully in line with radical mercantilism, the intention was to promote the Swedish balance of 
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trade. It was decided that conflicts between the insurance company and the policyholders should be 
settled by arbitration. This Swedish company, unlike the Danish one, received a fund by the 
parliament to secure its business, but was founded as a limited company. When the company's licence 
should be renewed, however, and when any major re-organisation should be made public authorities 
were again drawn into the matter. Business was successful and premium rates were adjusted to the 
wars between great powers characterising the mid 18th century. The company existed until 1866.31 
During the 1780s two new Swedish marine insurance companies were founded, however existing 

only for some 20 years.32 After the Napoleonic wars yet a number of companies were founded, but 
most of them soon perished due to decreasing volumes of Swedish maritime transports. With time, 
however, some of these companies managed to reduce competition by creating a tariff agreement and 
started to co-insure major risks.33  
However, throughout the 19th century there was intensified competition from foreign marine 

insurers. In 1812, Lloyd's instituted an office in Sweden, and, subsequently, representatives of 
German, French, Danish, and Norwegian companies started to act in the Swedish market.34 
Additionally, a number of Swedish mutual marine insurance companies were founded from the 

1820s, particularly during the 1840s. These mutual companies conducted exclusively hull insurance, 
and insured the majority of Swedish hull. Cargo insurance was primarily provided by foreign 
companies, which were more experienced and therefore able to keep premium rates low.35 

2.4 The Swedish industrialisation and modern marine insurance 
From the mid-19th century, when industrialisation started to get into full swing, the volumes of 
Swedish maritime transports increased since both the most important exported goods, iron ore and 
timber products, and coal, an important import good, have low unit values. The Swedish commercial 
fleet increased by 200% 1840-1875.36 Swedish insurance entered a new stage of development, 
characterised by growing diversification between organisational forms and by the use of more 
competitive and commercial methods.37 From this time on, there were an increasing number of local 
marine insurance companies for fishing boats and coastal shipping.38 
An initial problem, however, was that many ships built to carry the growing Swedish exports were 

steamers, a category for which Swedish companies offered no insurance cover. Remember from the 
introductory chapter that previous experiences of insurers are of little value for the determination of 
premium rates when policyholders wish to insure themselves against a largely unknown phenomenon, 
such as fires on board early steamers. Additionally, foreign companies set too high premium rates. 
Consequently, most Swedish steamers sailed without insurance cover.39 The lack of Swedish hull 
insurance for steamers is comprehensible since the steamer part of the Swedish commercial fleet 
expanded rapidly during the Crimean War 1853-1856 when fright revenues were high, the marine 
insurance companies not having much time to adjust their methods to the new risks associated with 
steamers. At that time, the Swedish insurance companies focused exclusively on sailing vessels, and 
did not want to insure steamers, which at that time regularly caught fire.40 
In 1862 this problem was solved with the foundation of Neptunus, the first modern Swedish marine 

insurance stock company, insuring also risks associated with steamers.41 The following year this 
Stockholm-based company served as a model for the first Gothenburg-based marine insurance stock 
company – Gauthiod. This company was founded jointly by most merchants of the city, and would 
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become the oldest modern Swedish marine insurance company to survive into the 20th century. 
Business was profitable and yet a number of companies followed.42  
This success is comprehensible since Gothenburg as a commercial city gained ground on the 

expense of Stockholm during the 1860s. From 1864 to 1869 the commercial fleet of Stockholm 
decreased by almost 50%, while Gothenburg experienced an upswing. Of the Stockholm-based marine 
insurance companies only Neptunus survived 1866.43 
However, in 1867 the stock company Stockholms Sjöförsäkringsaktiebolag was founded by a 

number of merchants in Stockholm.44 That company acted also in foreign markets, and had agents in 
Finland, Russia, Norway, Germany, the Netherlands, France and England. Additionally, this company 
hired captains to sign minor insurance agreements. 45 
In 1872 the first Swedish mutual marine insurance company to insure the hull of steamers was 

founded: the Gothenburg-based Swedish Steam Ship Insurance Association (Sveriges Ångfartygs 
Assuransförening). The initiator was Bohus Läns Sjöassuransförening, a mutual insurance company 
which had tried to co-insure sailing vessels and steamers.46 When the sailing vessels were replaced by 
steamers, the local hull insurance associations soon perished; before 1886, when Norrlands 
Ångfartygs Assuransförening was founded, the hull of almost all Swedish ships of importance were 
insured with the Swedish Steam Ship Insurance Association.47 
Still during the interwar period, the mutual companies insured the majority of Swedish hull, while 

the stock companies insured the majority of cargo and P&I at fixed rates.48 The fact that hull was 
primarily mutually insured while cargo and P&I was primarily insured by stock companies is 
comprehensible. Remember from the introductory chapter that mutual insurers typically conduct 
business in fewer lines than stock insurers, and in effect insure less diverse risks, making it possible for 
them to effectively control asymmetric information problems: adverse selection and moral hazards. 
Sailing vessels and steamers having been separated, hull risks were probably less diverse than cargo 
and P&I risks, making the mutual form of organisation more attractive in hull insurance. 
During the first hundred years of the company's existence, the Swedish Steam Ship Insurance 

Association ceded marine insurance primarily to Swedish marine insurance companies, but also to 
companies in Paris and London.49 
After the French German war of 1870-1871 there was a positive economic trend, benefiting marine 

insurance companies. However, also claims peaked in 1872, partly due to a storm in November that 
year.50 There were also a number of collisions between steamers since their number was increasing.51 
At the same time, competition in Swedish marine insurance got fiercer. In 1872 three new Swedish 
marine insurance companies were founded, and they were all lucky not to conduct business until 1873: 
Ägir (founded by businessmen of different businesses), Ocean and Sveriges Allmänna.52 In 1874 
Neptunus filed for bankruptcy, and a number of other Swedish marine insurance companies followed. 
Subsequently, Swedish marine underwriters became more careful. Business volumes decreased, risks 
were more carefully selected, funds were increased, and stock dividends were modest.53 
It is interesting to note that Swedish companies continued to dominate the Swedish market, though 

foreign, primarily German, insurers set lower premium rates.54 At this time there was no Swedish 
regulation which made it difficult for foreign insurance companies to get established in the Swedish 
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market. A more likely explanation for the Swedish domination of the Swedish market is therefore 
information asymmetries between Swedish and foreign insurance companies due to the Swedish 
companies being located close to the ship-owners. 
Marine insurance was established in Skåne in 1890 when the marine insurance company Öresund 

was founded by businessmen of different lines.55  

2.5 The birth of modern marine reinsurance 
Also reinsurance developed and found its modern characteristics during the 19th century. Some 
important innovations from this century are, first, treaty reinsurance, second, specialised reinsurance 
companies, third, reinsurance brokerage, and, fourth, non-proportional reinsurance. 

2.5.1 The development of treaty reinsurance 

The first important innovation in 19th-century reinsurance is treaty reinsurance. Early reinsurance 
had been conducted on a facultative basis. Such reinsurance must be negotiated separately for each 
reinsured. From the 1820s, however, there was a development of reinsurance treaties, initially in fire 
reinsurance. By such treaties, an insurer agrees to cede certain portions of liabilities on particular 
lines of risk, while a reinsurer agrees to accept. Thereby treaty reinsurance provides greater 
predictability than facultative reinsurance. The treaty idea developed at that time since direct 
insurance companies extended their reinsurance operations into foreign lands. When doing so, they 
needed a more reliable and rapid form of reinsurance than facultative reinsurance.56 
Early fire treaty reinsurance was traded by British, French, Belgian and German direct insurers. 

There were several motivations for reinsuring abroad. First, ceding reinsurance to foreign companies 
reduced the risk of giving away business secrets of one's insurance portfolio to local rivals. Second, 
international reinsurance was a means of entering foreign markets, in which state regulations 
restricted the activities of foreign direct insurers.57  
There are several early examples of Scandinavian companies of different lines taking part in 

international reinsurance transactions. Norwegian mutual marine insurance societies about 1840 
began to reinsure the whole of their undesirable risks, the business being placed in Hamburg.58 In 
1855 Skandia reinsured the business of German and Italian companies.59 
Swedish companies sought to establish reinsurance treaties in particular with companies of other 

nationalities. Foreign companies were chosen in order to prevent competitors from taking advantage 
of firm specific knowledge. Reciprocity was regularly sought in order to reduce moral hazard and 
transaction costs in the relation between cedar and receiver of reinsurance, and in order not to reduce 
the aggregated own risk. During the second half of the 19th century risk dispersion by reinsurance was 
crucial particularly for joint stock insurance companies since they could not like mutual companies 
charge the insured after larger disbursement. That is, the premium rates were fixed. Reinsurance 
spread risks both over time and geographically.60 
The first marine reinsurance treaty of definite record was concluded in 1843 between two Italian 

companies. It was a reciprocal surplus reinsurance treaty. The treaty idea would appear to have 
proceeded more slowly in marine reinsurance than in fire reinsurance.61 In order to avoid confusion a 
terminological remark should be made: marine reinsurance treaties were referred to as "covers", while 
fire reinsurance treaties were referred to as "guarantees". Still during the interwar period reinsurance 
treaties were sometimes referred to by these wordings in marine and fire reinsurance circles.62 
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The idea of treaty reinsurance developed during the 1850s, for example with the introduction of 
arbitration clauses.63 In 1880 it had been firmly established in all lines of insurance.64 The treaty habit  
probably developed more slowly in Britain than in continental Europe, even more slowly in the United 
Stats, and yet more slowly in other parts of the world.65 
In 1863, Swiss Re received most of its risks by reinsurance treaties.66 During that year, the company 

received eight marine reinsurance treaties. Consequently, much progress had been made since the first 
marine reinsurance treaty was signed in 1843.67 
Gothenburg-based Gauthiod took part in international reinsurance transactions during its very first 

year in business; in 1863 the company received risks from the Norwegian Christiania Marine.68 
During that year, Gauthiod ceded risks to companies in Copenhagen and Christiania.69 

Stockholms Sjöförsäkringsaktiebolag, founded in 1867, signed reinsurance treaties with Swedish, 
German, Danish, Norwegian, and French companies. 70 It was probably the first Swedish marine 
insurance company to systematically strive for reinsurance treaties. This strategy aimed at reducing 
the reliance on facultative reinsurance and was actively implemented from about 1876.71 
During the interwar period, the treaty method of reinsurance had largely superseded the facultative 

method. Consequently, there was no longer any sharp distinction between home and foreign 
business.72 

2.5.2 The development of reinsurance companies 

The second important innovation in 19th century reinsurance was the establishment of specialized 
reinsurance companies. Such companies were established from the 1840s, primarily in countries with 
highly developed primary insurance: Western Europe and North America.73  
The first reinsurance companies were subsidiaries of German direct insurance companies, and were 

established in the aftermath of the 1842 Hamburg city fire.74 Subsequently, reinsurance companies 
were established also in Belgium, Switzerland and Austria-Hungary.75 It is worthy of mention that 
reinsurance companies were founded in Britain from 1867, but they all filed for bankruptcy within a 
few years. The very first British reinsurance company perished due to too much indulgence in marine 
business.76 
One motivation of founding such subsidiaries was that the parent companies sought alternatives to 

reinsuring with competitors. This was so, since such cession involves exposing particulars of risks and 
connections to rival concerns to potential competitors. Under increasing competition, this was widely 
considered inconvenient, especially on the scale which a treaty implies.77  
The first independent reinsurance company, commencing business from 1852, was, just like the first 

subsidiary reinsurance company, formed in Germany: the Kölnische Rückversicherungs Gesellschaft 
of Cologne.78 Another important independent reinsurance company was the Swiss Reinsurance 
Company at Zurich, founded in 1863 by three already existing concerns. This relation lent the 
company certain stability.79 In 1876 Swiss Re became the first company to found a subsidiary 
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retrocession company. This measure was taken due to difficulties of finding willing partners in the 
market.80 Such problems had been experienced by Swiss Re first during the American Civil War and 
again in 1875.81 Also the Franco German war created a shortage of insurance and reinsurance cover, 
and stimulated the establishment of subsidiary reinsurance companies.82 
The first Swedish marine reinsurance company was Poseidon, the subsidiary of Neptunus. It was 

founded during the boom of 1870 due to difficulties of finding reinsurance cover at reasonable 
conditions. For the same reason, Stockholms Sjö founded a subsidiary in 1871: Bore. However, 
Poseidon, just like its parent company, filed for bankruptcy in 1874, and in 1876 Bore was liquidated.83 
Generally, the 1860s and early 1870s proved that reinsurance to a greater degree than direct insurance 
was characterised by violent fluctuations in demand and supply, and in profit and loss.84 
During the 1880s an increasing share of international reinsurance was allocated to reinsurance 

companies. Munich Re, established in 1880, even promoted the foundation of direct insurance 
companies at home and abroad.85 Before World War I it had become the world's greatest reinsurance 
company and it remains so still today.86  
From the 1880s a number of Swedish marine reinsurance companies were founded. Vega founded 

the subsidiary Holmia in 1884 (liquidated 1909), Ocean founded Union in 1888, and Sveriges 
Allmänna founded Triton in 1890 (merged with Sveriges Allmänna in 1910).87  
In the United States reinsurance companies developed somewhat later, the very first existing 

around 1890 and the first reinsurance company existing for a longer period of time, The First 
Reinsurance Company of Hartford, Connecticut, being organised by Munich Re in 1912. At that date, 
however, foreign reinsurance companies were operating in the United States.88 Munich Re, one of 
these companies, was the most important company in popularising the treaty idea in the United 
States.89 

2.5.3 The development of reinsurance brokerage 

The third important innovation in 19th-century reinsurance was reinsurance brokerage. Demand for 
such brokerage was probably created by the making of international reinsurance treaties since it was 
difficult to hold opinions about potential reinsurance partners in other countries. How common 
reinsurance brokers were before the time of treaty reinsurance is difficult to establish since brokers 
were mainly individual businessman or private firms. Thereby the early records of reinsurance 
brokerage were not the concern of public authorities, and such records have therefore not been 
preserved.90  
However, an insurance broker is known to have acted in Bristol already in 1801, and the earliest 

known offer of a reinsurance transaction through a broker occurred in 1829 through a London-based 
broker.91 Still, the term reinsurance broker probably only came into use during the first years of the 
20th century, and prior to that, intermediaries in reinsurance probably acted not as brokers in a strict 
sense, but as agents.92 
Turning to Sweden, Svea of Gothenburg is known to have had a general agent in London in 1872, 

the same agent in 1894 being appointed London manager of the Nordic Reinsurance Company of 
Copenhagen.93 
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As a comparison it is interesting to note that there is no evidence of reinsurance brokerage being 
conducted in the United States before 1919.94 

2.5.4 The development of non-proportional reinsurance 

The fourth central innovation in 19th-century reinsurance is non-proportional reinsurance. The 
earliest form of non-proportional reinsurance was excess of loss reinsurance, whereby the ceding 
company retains the whole amount of any loss up to an agreed figure, and reinsures the excess beyond 
this amount up to a fixed amount. Thereby excess of loss reinsurance facilitates the cession of major 
business volumes with a minimal workload. It probably developed in fire reinsurance during the 
1880s. The innovator was Cutberth Eden Heath, perhaps the most well-known underwriter at the 
Lloyd's.95 
After the San Francisco earthquake and fire of 1906, reinsurance was in great demand in the United 

States. Heath is credited with being the first underwriter to write excess of loss reinsurance on fire 
risks in the United States after these events.96  
Throughout the 20th century the non-proportional forms of reinsurance have steadily gained 

ground.97 However, at the end of the interwar period, surplus treaties were still by far the most 
common form of reinsurance treaties.98 

2.6 Difficulties and expansion before World War I 
At the end of the 19th century Swedish shipping companies bought a great number of second-hand 
steamers from Great Britain, incurring great claims on Swedish marine insurers. Another problem was 
that there were no actual tariff agreements between Swedish marine insurance companies.99  
There was, however, since 1874 an international marine insurance union, Internationaler 

Transportversicherungs Verband, founded in Germany. This union was founded at this time since the 
increasing volumes of international trade had brought intensified competition in marine insurance, 
and marine insurance agents more and more often acted in foreign ports. Marine insurance premium 
rates sank to non-profitable levels, and the French German war brought speculation in marine 
insurance, inducing bankruptcies.100 It is comprehensible that the international marine insurance 
union was founded in Germany since there had been marine insurance unions in Germany since the 
late 18th century, the first being founded in Hamburg in 1797.101 Role models for the international 
union were also found in England, the United States, Austria, Italy, and France.102 Companies in 
Germany, Italy, Austria, the Netherlands, Switzerland, Russia and the Scandinavian countries soon 
joined the new international marine insurance union.103 In 1889 Ägir joined this organisation as the 
first Swedish company. In 1898 Ocean and Gauthiod joined and so did Sveriges Allmänna in 1899. 
Eventually, most other Swedish marine insurance companies followed.104 
It is interesting to note that the in practice international Svenska brandtarifföreningen (Swedish 

Fire insurance tariff association) was formed only a year before the International Union of Marine 
Insurance and for similar reasons. Also in fire insurance had the French German war caused rapid 
expansion. After this short boom, Swedish fire insurers feared that premium rates would sink below 
profitable levels.105 
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Already during the 1870s, attempts had been made to found also a Swedish marine insurance union, 
but these attempts failed due to the difficulties of calculating marine insurance premium rates; the lack 
of reliable calculation methods made it too difficult to fix common premium rates. In 1893, however, 
The Swedish Union of Marine Underwriters was founded (though the name was not adopted until 25 
years later). This union was the first formalised cooperation between Swedish marine underwriters.106 
The union was formed at this time since the business results were poor, since competition increased 
with the establishment of the two companies Sjöassuranskompaniet and Öresund in 1889 and 1890, 
and since there was a role model to follow in Denmark where the marine insurers had formed a 
union.107 The Swedish Union of Marine Underwriters was to become the most important association 
interwar Swedish marine insurance.108 From 1918 all Swedish marine insurance companies were 
members. The collaboration was extended in scope in 1918 and conducted more regularly over the year 
from 1935.109  From 1908 Axel Rinman, the manager of Sveriges Allmänna 1908-1944, was the prime 
initiator in cooperation between Swedish marine insurance companies. From 1923 to 1937 Rinman 
was also the chairman of the International Union of Marine Insurance.110 
In order to protect themselves against the great risks associated with the newly bought second-hand 

vessels, Swedish marine insurance companies revised the norms regarding how hull risks should be 
priced. Also, stock dividends were modest. During the upward economic trend of the early 20th 
century, the least secure ships were replaced by more modern ones due to Swedish companies refusing 
to insure such ships and due to new stipulations in British maritime law regarding ships arriving 
British harbours.111 
The last two decades before World War I brought an upswing for Swedish marine insurance; from 

1890 to 1910 the business in force made annually by Swedish marine insurance companies more than 
tripled. At this time Swedish marine insurance stock companies commanded slightly less than 90% of 
the Swedish marine insurance market, while foreign companies controlled a decreasing share of less 
than 10%.  Swedish mutual marine insurance companies controlled only a very modest market share, 
probably due to them generally supplying marine insurance only regionally, the only exception being 
The Swedish Steam Ship Insurance Association.112 
During this upward trend, Swedish marine insurance grew more than Swedish trade and more than 

the Swedish commercial fleet. A number of marine insurance companies were founded. This relation 
indicates that Swedish marine insurance became internationally competitive.113 A supplementary 
explanation is that during the last decades before World War I, Swedish importers greatly switched 
from buying their goods inclusive of marine insurance (c.i.f.) to buying them exclusive of such 
insurance (f.o.b.). Thereby marine insurance of goods transported to Sweden was to a greater extent 
than previously allocated to Swedish insurance companies.114 
New marine insurance companies were founded during this upswing. The direct insurance stock 

company Hansa was founded by prominent individuals in Stockholm in 1905.115 In 1904, Nordisk 
Yacht, a marine insurance company founded by spare time sailing sportsmen, was converted into a 
stock company.116 Shortly before World War I, two new mutual marine insurance companies were 
founded in Gothenburg. First, Robur was founded in 1910 by individuals with ties to Ocean. This was 
done due to a conflict between Ocean and The Swedish Steam Ship Insurance Association regarding 
reinsurance transactions.117 The following year The Swedish Steam Ship Insurance Association 
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founded a subsidiary; Protection and Indemnity. The parent company conducted hull insurance, while 
the subsidiary provided third-party liability insurance for ship-owners (Protection & Indemnity 
insurance).118 
At this time, some syndicates at the Lloyd's broadened the scope of their business to incorporate 

non-marine insurance. In 1902 the first purely non-marine syndicate was established.119 
Partly due to the importance of Munich Re, Germany dominated international reinsurance during 

the last 30 years before the outbreak of World War I, 33 German reinsurance companies existing in 
1910.120 
German companies were very much responsible for developing the technical side of reinsurance, for 

example regarding the formulation of so-called bordereaux, schedules, which give details of risks, 
premium rates, and losses supplied by the ceding office to the reinsurer. Also, German companies 
developed the formulation of reinsurance treaties and the process of retrocession.121 
At the outbreak of World War I there was a well functioning international reinsurance market. 

International reinsurers had started to develop international standards for different lines of insurance 
and export of the institutions important to the functioning of the insurance system.122 This process of 
internationalisation would, however, be interrupted by the outbreak of World War I. 

2.7 World War I 
World War I brought great difficulties for international trade, especially after Germany in January 
1917 had declared the so-called unlimited submarine war.123 From 1915 Swedish ships were sunk by 
foreign war ships and by mines. Also Sweden created minefields to gain control over a part of 
Öresund.124  
The war had severe consequences for Swedish shipping and trade. During the war, 115 Swedish 

ships of 113 921 tonnes were sunk by submarines, while 35 Swedish ships of 43 244 tonnes were 
destroyed by mines.125 During the first years of the war, the volumes and prices of Swedish exports and 
imports increased. After this initial increase, the traded volumes shrunk by each year 1915-1918. The 
export volumes decreased by more than 50%, the most dramatic decrease occurring from 1916 to 1917. 
The import volumes decreased by more than 50%, again the most dramatic decrease occurring from 
1916 to 1917.126 
Sweden negotiated in order to obtain convoys and free passage on certain routes. In March 1918 the 

first long run treaty was signed with the allies, the so-called modusvivendi agreement. This agreement 
secured Sweden certain volumes of goods in return for certain shipping capacity.127 
Difficulties were not over with the peace agreement of November 1918 since England continued to 

use mines in the North Sea until the Treaty of Versailles had been signed in June 1919. Subsequently, 
mines continued to make maritime trade highly dangerous.128 
For the Swedish commercial fleet, World War I was a period of great transformations. From 1913 to 

1919 both the number and aggregated capacity of the sailing vessels decreased by one third, while the 
motor ships increased three times in number and eight times in average size. The steamer part of the 
Swedish commercial fleet was rapidly modernised. High international ship prices encouraged export of 
old ships, and production of steamers increased in Sweden.129 
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While maritime warfare circumscribed international trade, new national policy formulations 
directly circumscribed international insurance transactions. One example is the so-called Trading 
with the Enemy Acts, which were passed in allied countries. These acts were associated with lists of 
persons, firms, and corporations in neutral countries, which were classed as enemies and should be 
treated as such. Vessels owned by such persons or institutions were considered to be enemy vessels.130 
Because of such measures, during the war, it became customary among American marine insurers to 
insert clauses into their marine policies for shipments to neutral countries to the effect that they could 
not be held liable for losses caused by allied captures. Clauses of the same general purpose were used 
in connection with war insurance.131 
International marine insurance was also more directly affected by the war. For example, on August 

4, 1914 the British government entered what was to become World War I and cancelled all insurance 
contracts with the enemy. Any violation of this was made a punishable offence. German shipping 
companies, cargo owners and marine insurers were particularly hit since they had to a large extent 
found their insurance cover in England. German companies thereby increasingly had to rely on 
German insurers.132 
Throughout the war, war insurance dominated the international marine insurance market.133 The 

increased importance of war insurance sometimes caused difficulties since it was not always clear 
whether averages to seized ships should be covered by hull insurance policies or war insurance 
policies. Also, vessels which sailed but never arrived at their destinations, and for which the cause of 
the loss could not be established, had always been presumed to have been lost due to marine perils. 
This was however no longer a reasonable assumption owing to the unrestricted use of submarines.134 
Due to increasing need for marine insurance cover, both neutral and fighting governments 

introduced war insurance schemes. Thereby war insurance was conduced not primarily for profit, but 
for the protection of the commerce of each country.135 In Sweden, a State War Insurance Commission 
was instituted at the outbreak of World War I. This commission was to provide war insurance for ships 
and cargo in domestic transports and in transports to and from Swedish ports.136 Public hull insurance 
existed alongside private hull insurance, and the Commission also transferred risks to The Swedish 
Steam Ship Insurance Association, which in turn passed on hull risks to other mutual insurance 
companies.137 
Although the Swedish state engaged in marine insurance during World War I, there was room for a 

considerable expansion also of private Swedish marine insurance.138 Also, a number of Swedish 
insurance companies entered the Swedish marine insurance market during World War I; 5 direct 
insurance stock companies, 6 reinsurance companies, and 1 mutual insurance company.139 
One partial explanation for the expansion of Swedish private marine insurance is that, as described 

above, during World War I, an increasing share of the Swedish commercial fleet was owned by Swedes. 
The expansion of Swedish marine insurance during World War I was however not solely due to 
increasing demand for marine insurance among Swedish cargo and ship owners, but was also due to 
increasing foreign demand for Swedish marine insurance, This was so, not only due to government 
stipulations such as the aforementioned Trading with the Enemy Act, but also due to a general 
reluctance towards insurers of enemy countries. In effect, cargo and ship owners of countries at war in 
many instances turned to marine insurers of neutral countries, spurring the foundation of new 
companies not only in Sweden, but also in Norway and Denmark.140  
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2.8 Disintegration during the interwar period 
After World War I, the trend of disintegration in international insurance continued. The following 
description of the disintegration of international insurance during the interwar period follows 
Borscheid (2007).  
German insurers in particular were severely hit by this trend of disintegration. Germany had been a 

net exporter of insurance for more than a decade before World War I, but remained a net importer 
during the whole interwar period.141 Although German insurers in many respects had been leading in 
the international markets before World War I, their situation remained difficult after the war, not the 
least since international insurance was circumscribed by smear campaigns, destroying international 
insurance relations. For example, German reinsurers were accused of spying by the London Times. 
The foreign direct business of German insurers collapsed, and only recovered to its antebellum levels 
during the 1970s. Also, in Germany foreign insurance companies lost market shares, although they 
could offer greater guarantees of security than companies of countries of the defeated states. The 
German insurance export ratio decreased from 13% before World War I to 3-4% after 1923.142 In the 
United States, German insurance had ceased in November 1917 and was not resumed until 1928.143 A 
large portion of the American business of Munich Re was overtaken by Swiss Re.144 In Argentina the 
English companies were forced to terminate their insurance of German business houses and to dismiss 
their German agents. In response, the Germans in Argentine founded an Argentine insurance 
company. These German agents were usually hired by local companies and brought their insurance 
portfolios with them. Thereby, the war strengthened the local insurance industry in South America at 
the expense of international trade. 145 
Not only public regulation and scepticism towards insurers of previous enemy countries inhibited 

the development of interwar marine insurance. Hyperinflation made it difficult for international 
insurers to operate effectively and also harmed domestic insurers since it forced them to face 
enormous administrative costs, causing great losses. For example, until 1922 half of the foreign life 
insurance companies in Austria ceased conducting business. All American and British life insurers 
together with most German insurers left the market.146 
Also exchange-rate fluctuations created difficulties for interwar insurers, marine insurers in 

particular. Companies from high inflation countries were the worst hit. Not only marine insurers 
suffered though, but also for example German life insurers working in Switzerland, the Netherlands, 
and Scandinavia. In accordance with German law, these companies had invested premium incomes 
from foreign business in German currency, subsequently losing their assets through hyperinflation. 
When German currency lost most of its value, insurers with contracts drawn up in Swiss francs could 
not pay claims, and had to file for bankruptcy. In Switzerland their previous function was filled by local 
societies, confirming the international disintegration of insurance. However, other German companies 
formed subsidiaries in Switzerland and the Netherlands, and thereby gained valuable foreign currency 
by comparatively small amounts of foreign underwriting. 147 
During the economic growth and political normalisation on the mid-1920s there was again a trend 

of internationalisation. At that time, Swiss, French, and English reinsurers filled the market gaps 
created by the withdrawal of German firms. 148  
1929-1935 world trade decreased by approximately two thirds, hitting primarily transport insurance 

and fire insurance connected to that trade. International insurance was also hit by the increasing use 
of foreign exchange controls and of legislative measures to expand domestic insurance on the expense 
of foreign companies. Also, state-controlled insurance companies were founded in some countries, 
first in Turkey. South American states even introduced state reinsurance monopolies to circumscribe 
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the outflow of foreign currency. In Brazil only domestic companies were allowed to conduct 
underwriting. Several other South American countries demanded considerably higher security 
deposits or taxes from foreign companies than from domestic companies, and obliged foreigners to 
invest in domestic assets.149 
Another example of the interwar disintegration of the international insurance market is the 

development of the importance of multinational insurance companies in the Spanish marine insurance 
market. In 1912, 46 marine insurance companies had been established in that market, of which only 11 
were Spanish, while by comparison 17 were German.150 During the interwar period, during most years 
more than 50% of the marine insurance companies acting in Spain were foreign, but their aggregated 
share of the total marine insurance premium incomes from that market decreased from more than 
50% to one third until the outbreak of the Spanish civil war in 1935. The importance of the London 
market however remained great.151 
Some of the European states which were founded after World War I did not manage to develop 

efficient insurance industries during the 1920s, for example Latvia, Estonia, and the Irish Free State. 
During the 1930s, these countries, just like the South American states, adopted protectionist measures 
to enhance domestic insurance.152 
During the 1920s, it became common in the high inflation countries to write insurance contracts in 

foreign currencies. Such formulations were sometimes difficult to maintain during the protectionist 
1930s of foreign exchange control. For example, in Austria such regulation made the market share of 
foreign companies shrink. Also, German foreign exchange control regulation decreased German 
insurers' competitive strength abroad. 153 
In the Swedish insurance market the overall importance of foreign insurers declined during the 

interwar period, in particular as regards American and British insurers. In 1910 there had been 47 
foreign companies in the Swedish market, of which 20 were life offices, but in 1955 only 36 remained, 
6 of which were life offices.154 
During the Second World War, insurance traffic between Germany, Great Britain, and other 

countries at war again ceased, while business with neutral countries was intensified. After the war, the 
control council in Germany limited German insurance and reinsurance enterprises to German 
territory. These restrictions were not lifted until the 1960s.155 
In regard to Swedish marine insurance, it is worthy of note that during the Second World War, 

unlike during World War I, premium incomes and claims paid in private insurance decreased.156 Also, 
there was no corresponding trend of founding new companies during the Second World War.157 

2.9 Public regulation 
Marine insurance was dealt with in the Swedish maritime laws of 1667 up to 1864, but in 1892 the new 
maritime law dealt with marine insurance only very briefly. In response, and in accordance with a 
recommendation from a government commission, the marine insurance companies joined to sign a 
Swedish marine insurance plan to regulate Swedish marine insurance. Most stipulations regarding 
marine insurance in the maritime law of 1864 were incorporated in the new marine insurance plan. 
Also, the Norwegian marine insurance plan was an important source of inspiration. The cooperation 
on the compilation of such a plan would result in the establishment of the Swedish Association of 
Marine Underwriters.158 
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There was some public inspection of private insurance in Sweden already during the 18th century, 
the first inspection taking place in 1870. The reason for this inspection was the bankruptcy in 1869 of 
British life insurance company Albert.159 From 1874 the Minister of Civilian Affairs had the right to 
appoint an inspector, who had access to all the accounts and documents of marine insurance 
(including reinsurance) companies. A permanent part-time inspector was appointed in 1886, but in 
practice the work of this inspector was restricted to the collection of statistical data on insurance.160 

At that time, both government circles and insurers had an interest in the introduction of separate 
insurance legislation. The Swedish private insurance companies advocated such regulation since the 
late 19th century had seen the establishment of a great number of Swedish insurance companies, of 
which some were financially weak. A separate insurance regulation could make the insurance 
companies more trustworthy in the eyes of potential policyholders.161 In 1903, after 25 years of 
elaboration between insurers and public authorities, the first Swedish insurance legislation was 
effected, one central purpose being to ensure the financial solidity and the ability of the insurance 
companies to meet their obligations. The new law stipulated that insurance should be conducted by 
public institutions, insurance stock companies, or mutual insurance companies. Thereby insurance 
conducted by individuals, like the so-called names of Lloyd's, was outlawed.162 The insurance 
legislation of 1903 also established that insurance companies were not allowed to conduct any other 
business than insurance.163 At the same time the Swedish Insurance Inspectorate was founded, a state 
agency entrusted with the function to supervise private insurance companies in order to reduce the 
risk of bankruptcies among in particular minor insurance companies. Also, new stipulations were 
made regarding the size of the share capital of stock insurance companies and regarding savings in 
funds for the payment of future claims. In effect of the law of 1903, the rate at which new insurance 
companies were founded was reduced.164 
The authority of the Inspectorate was extended in 1914 and confirmed in the completely rewritten 

Insurance Law of 1917.165 In 1927 a separate law was passed regarding insurance contracts. This law 
was the effect of a Scandinavian cooperation and made the insurance contracts more similar than 
previously. Thereby it became easier for potential policyholders to compare the conditions of different 
insurance companies. Another effect of the law of 1927 was that competition between insurance 
companies was cut.166 During the following decades there was increasing informal collaboration 
between the Swedish Insurance Inspectorate and the companies.167 
Remember also that Swedish marine insurance in practice partly rely on British law and British 

conditions. Some fundamental principles are stipulated in the British Marine Insurance Act of 
1906.168  
During the interwar period, just like during the late 19th century, major losses among insurance 

companies spurred political debates on public intervention in insurance markets, even making leading 
circles of the insurance sector consider the distinction between public and private insurance to be 
threatened.169 There had been a number of remarkable losses among insurance companies. One well-
known example is Liv-Victoria. That company made heavy losses from foreign bonds 1928-1935.170 It 
is possible that in this context also marine insurance companies sensed a risk of expropriation or new 
circumscribing regulation being passed. 

                                                             
159 Englund (1982), p. 51. 
160 Försäkringsinspektionen (1954), p. 11 f. 
161 Larsson (1991), p. 16. 
162 Försäkringsinspektionen (1954), p. 11 f, Nordisk Familjebok Vol. 25 (1917), p. 797. 
163 Larsson (1991), p. 17. 
164 Försäkringsinspektionen (1954), p. 11-13, (Larsson) 1991, p. 16-19. 
165 Försäkringsinspektionen (1954), p. 11-13, Larsson (1991), p. 25 f. 
166 Larsson (1991), p. 28 f, Försäkringsinspektionen (1954), p. 38. 
167 Försäkringsinspektionen (1954), p. 11-13, 50. 
168 Schalling (1981), p. 10. The full British Marine Insurance Act of 1906 can be found in Winter (1919), pp. 387-410. 
169 Grip (1987). 
170 Försäkringsinspektionen (1954), p. 52. 



 

From 1935 there were debates in Parliament as to whether a new insurance Law should be passed. 
A. Hermansson, for several years the leading member of parliament advocating reforms of Swedish 
insurance inspection, requested a Royal commission to investigate whether the authority of the 
Insurance Inspectorate should be extended to parts of the insurance business previously not covered. 
The inspectorate supported this request, and a commission was appointed in 1937, leading up to the 
new insurance law of 1948.171 
In this law there were some new general stipulations regarding concession of insurance business. 

First, for a concession to start or expand an insurance business the law stipulated that not only should 
a company fulfil the formal requirements regarding its business, but there should also be a need for the 
business from a societal perspective. After World War II another commission was instituted to discuss 
whether Swedish insurance should be nationalised or conducted in competition between different 
organisational forms.172 These measures mark a new era in Swedish insurance regulation, where the 
social need for insurance was emphasised. 

2.10 Summary 
Marine insurance has developed in tandem with maritime trade. Fully developed systems of marine 
insurance existed in the commercial cities of northern Renaissance Italy. It was professionalised 
during the 17th century in the growing maritime great power Great Britain. During the 19th century 
Swedish industrialisation marine insurance, foreign shipping, and foreign trade developed in tandem, 
and as business volumes increased, also public supervision of the business did. It was also during this 
phase of the industrialisation that the international business of marine reinsurance became a reliable 
means of risk dispersion by the establishment of reinsurance companies and reinsurance brokers, and 
by the development of reinsurance treaties. Such treaties reached great refinement with the 
development of non-proportional methods, particularly in Germany. 
During World War I, demand for Swedish marine insurance increased when the Swedish 

commercial fleet was modernised and was increasingly drawn into the war. Probably, hull and cargo 
insurance policy amounts and premium rates increased and did so not only due to the risks associated 
with maritime warfare, but also since there was an increase of prices both of Swedish ships and of the 
goods included in Swedish trade. If so, it is comprehensible that premium incomes increased both in 
private and in public marine insurance increased. Swedish public marine insurance remained an 
important part of the Swedish market yet for some years of the interwar period. 
During World War I, public regulation brought disintegration of the international marine insurance 

market. This trend of disintegration continued also after the war, but partly for other causes. These 
causes included inflation and exchange rate fluctuations. During the 1930s, disintegration was also 
caused by foreign change control and other protectionist measures, while falling volumes of trade cut 
marine insurance premium incomes. 

 

                                                             
171 Försäkringsinspektionen (1954), p. 14, 46, Larsson (1991), p. 51. 
172 Försäkringsinspektionen (1954), p. 47 f. 





 

 
 

3 Swedish trade and marine insurance 1862-1939 
The previous chapter has shown that the Swedish commercial fleet was increasingly owned by Swedish 
companies during World War I, highlighting the importance of Swedish, as compared to foreign, 
maritime trade for the Swedish economy during the commercial disintegration of the interwar period. 
The present chapter discusses the relation between Swedish maritime trade and Swedish marine 
insurance during the interwar period.  
The first analysis of this chapter compares long-run developments of Swedish marine insurance and 

Swedish maritime trade, including not only the interwar period, but also half a century before World 
War I. The second and third analyses are in-depth analyses of the relation between Swedish maritime 
trade and marine insurance during the interwar period.  
The first of these two in-depth analyses regards to what extent Swedish marine insurers insured 

Swedish, as compared to foreign, ships and cargo. If Swedish marine insurers insured primarily 
Swedish ships and cargo, they were probably greatly affected by changes in Swedish maritime trade. If, 
by contrast, interwar Swedish marine insurers greatly insured foreign ships and cargo, changes in 
Swedish maritime trade were probably of less importance to them. 
The second of these two in-depth analyses estimates to what extent Swedish marine insurance 

companies were the ones to provide the Swedish commercial fleet with marine insurance cover and, in 
effect, to what extent Swedish marine insurers were exposed to foreign competition in the Swedish 
market. This analysis estimates both the Swedish direct marine insurance companies' share of the 
insurance cover procured by the Swedish commercial fleet and the extent to which this insurance cover 
was reinsured with Swedish companies.  
The conclusion that Swedish maritime transports and trade and Swedish marine insurance were 

largely interdependent is supported. Since changes in Swedish maritime trade were thereby probably a 
great importance to Swedish marine insurers, the final section of the present chapter discusses 
developments of costs in Swedish maritime trade and marine insurance, again including a period 
before World War I. 

3.1 The long-run developments of marine insurance and maritime trade 
It is important for a correct understanding of the relation between marine insurance and maritime 
trade to consider the developments of incomes in both these sectors and both during and before the 
interwar period. Including also pre-World War I developments is justified since such developments 
serve as a benchmark for interwar developments. Also, pre-World War I developments may have 
formed interwar Swedish marine insurers' expectations, assessments of risks, and choices of strategies. 
Thereby knowledge on pre-World War I developments is necessary for a correct understanding of the 
actual assessments of risks and choices of strategies. Finally, including half a century of pre-World 
War I developments, rather than only a decade or two, means describing the development of modern 
Swedish marine insurance from its very earliest days. Still, the analytical focus is on developments 
during the interwar period. 
Therefore Diagram 3-1 below shows the development of incomes from Swedish marine insurance, 

foreign shipping, and foreign trade from 1862 to 1939. All the four graphs represent indexed series 
calculated on fixed prices, using a foreign shipping deflator.1  
The development of Swedish marine insurance is estimated by the growth of Swedish mutual and 

direct insurance stock companies' marine insurance premium incomes, which were the most 
important incomes of these companies.2 Since a shipping deflator is used, the diagram shows the 
growth of aggregated marine insurance premium incomes, which is not caused by price fluctuations in 
shipping.  

                                                             
1 Krantz – Schön (2007): http://www.ehl.lu.se/database/LU-MADD/National%20Accounts/data/HNS%20complete.xls, accessed 2009-05-27. 
2 In other words, the marine reinsurance companies have been excluded. Remember that the premium incomes of the direct insurance stock 
companies encompass both direct marine insurance premiums and marine reinsurance premiums. 



 

The development of Swedish shipping is estimated by the gross output value of foreign shipping, 
calculated as Swedish shipping companies' gross freight earnings from foreign shipping.3 
In addition, the aggregated values of Swedish imports and exports are presented. 
The main conclusion to be drawn from the diagram is that the growth of marine insurance, of 

foreign shipping, and of foreign trade followed similar trends during the majority of analysed years. 
These similarities indicate long-run interdependence between Swedish marine insurance and foreign 
trade. However, the similarities were smaller during the interwar period than during the last two 
decades before World War I. Note also that the development of Swedish marine insurance was more 
volatile during the interwar period than during the last two decades before World War I. 
The marine insurance premiums show the establishment of Swedish marine insurance during the 

1860s. Around 1872, there was a peak, mirroring the positive economic trend after the French German 
war. Subsequently, premium incomes fell both in absolute numbers and in relation to the production 
value of foreign shipping, mirroring the above discussed storms and collisions of 1872. The subsequent 
gap may be taken to show that the bankruptcies among Swedish marine insurers reduced marine 
insurance supply to insufficient levels. The gap between, on the one hand, marine insurance and, on 
the other, imports and exports closed only a decade later than the gap between marine insurance 
premium incomes and foreign shipping production value; during the last years of the 19th century.  
From the mid-1870s, however, marine insurance premium incomes grew more rapidly than the 

production value of foreign shipping. From 1890, the time of the introduction of steamers, marine 
insurance and foreign shipping followed similar trends.  
During the remaining two decades before World War I, both marine insurance and foreign shipping 

experienced steady growth, and the growth rates were similar. This stability of growth probably 
reflects the boom in foreign trade associated with Swedish industrialisation. 
World War I inflicted a sharp downturn in foreign shipping, mirrored initially in falling foreign 

shipping production values and in decreasing marine insurance premium incomes. However, the 
marine insurance local minimum was not as deep as the minimum of foreign shipping. During the last 
two years of the war, when the Swedish commercial fleet was modernised and increasingly drawn into 
the war, premium incomes rapidly rose. The premium incomes may also have risen due to a shortage 
of goods, which elevated Swedish export and import prices by 150% from 1913 to 1918.4  
The interwar period was a period of greater fluctuations of real marine insurance premium incomes 

than had been experienced during the last two decades before World War I. Also, after the turbulence 
of World War I, the developments of marine insurance, shipping, and trade were not as similar as 
before the war. 
In 1920 premium incomes reached a peak, which was not mirrored in the development of shipping 

or trade. Such divergence is comprehensible under great inflation since an insurance company when 
signing an insurance contract agrees to pay certain in advance fixed maximum claim recoveries in the 
event of future losses. In 1923, after the deflation crisis, marine insurance premium incomes and 
foreign shipping production values were back on the levels of 1913. 
Be aware that the marine insurance premium incomes of reinsurance companies are not included in 

the diagram. Thereby fluctuations during the latter half of World War I and during the post-war 
inflation and deflation are probably underestimated in the diagram. This is so, since the present 
analysis by excluding the reinsurance companies underestimates the direct effects of for example 
currency risks on the transactions between direct insurers and reinsurers. 
Subsequently, foreign shipping production values and marine insurance premium incomes 

continued to grow, though shipping at a higher rate. Consequently, a new gap opened between the two, 
existing until World War II. By contrast, however, there was no clear prolonged gap after 1923 between 
marine insurance premium incomes and the value of exports or imports. 
A sharp downturn in both marine insurance premium incomes and in foreign shipping production 

values followed The Great Depression of the early 1930s, mirroring the decline of world trade.  

                                                             
3 Krantz (1986), p. 12. 
4 Östlind (1945), p. 223. 



 

Diagram 3-1: Swedish Companies, Marine Insurance Premium Incomes, Value of 

Swedish Imports, Value of Swedish Exports, Foreign Shipping Production Value, 1862-

1939. Annual Data. Fixed Prices in SEK. Index 1910/1912=100. 
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Source: Calculated from Bergander 1967 (Marine Insurance Premiums), Official Statistics of Sweden 
Private Insurance Companies 1913-1939 (Marine Insurance Premiums), Krantz – Schön 2007: 
http://www.ehl.lu.se/database/LU-MADD/National%20Accounts/data/HNS%20complete.xls, 
accessed 2009-05-27 (Foreign Shipping Production Value, Import, Export). 

Note 1: The deflator used is a foreign shipping deflator (Krantz – Schön 2007: 
http://www.ehl.lu.se/database/LU-MADD/National%20Accounts/data/HNS%20complete.xls, 
accessed 2009-05-27). 

Note 2: In This Diagram, Marine Insurance Premium Incomes include only premium incomes of direct 
insurance stock companies and major mutual companies. 

Note 3: Foreign Shipping Production Value has been calculated as gross freight earnings of Swedish 
ships from foreign shipping (Krantz 1986, p. 12). 

Note 4: The diagram only includes premium incomes from companies, and consequently does not 
include premium incomes of the State Insurance Commission during World War I. 
 
In summary, the interwar period was distinct from other periods with respect to  
(a) the normalisation of marine insurance, foreign trade, and foreign shipping until 1923,  
(b) the prolonged decline of marine insurance and foreign shipping during the 1930s,  
(c) the greater fluctuations of marine insurance premium incomes during the interwar period than 

during the last two antebellum decades, and 
(d) the gaps between foreign shipping production values and marine insurance premium incomes 

1918-1923 and 1923-1939. 
 

Since relative prices fluctuated greatly during World War I and also during the interwar period, the 
trends (a) and (b) are in the following discussed in relation to another deflator than the foreign 



 

shipping deflator. Since changes in marine insurance may also be influenced by price fluctuations in 
other markets, it may be misleading to rely only on a deflator as narrow as the foreign shipping 
deflator. Diagram 3-2 below shows the real annual growth rates of the Swedish foreign shipping 
production value and of marine insurance conducted by Swedish mutual and direct insurance stock 
companies 1910-1939.5 In this case the Swedish consumer price index (CPI) is used as a deflator. This 
analysis starts in 1910, not in 1862, since the focus is on developments during and in the immediate 
aftermath of World War I. 
It may be concluded from the diagram that the incomes from Swedish marine insurance and foreign 

shipping followed similar trends not only in the long run, but also in the short run. Both businesses 
saw heavy fluctuations during and in the immediate aftermath of World War I, but, apart from 1939, 
not during the 1930s. 
As regards the turbulence during World War I and the subsequent normalisation, it is clear from the 

diagram that the choice between the foreign shipping deflator and CPI influences the appearance of 
Swedish marine insurance. In the previous diagram, Swedish marine insurance is shown to have 
stagnated during 1915 and 1916, but in the below diagram the growth rates for these years are positive 
and even remarkably high, reaching 80% in 1915. This difference indicates that prices associated with 
shipping increased more than consumer prices during the first half of World War I. It is worthy of note 
that the growth rates of foreign marine insurance companies operating in Sweden, which are not 
included in the below diagram, were even higher than the ones of the Swedish companies.6 
In both diagrams, Swedish marine insurance stagnated in 1917, but expanded in 1918. For the years 

1919 to 1921, however, the choice between the two deflators again makes a crucial difference since the 
previous diagram shows an increase for these years, while growth rates are negative in the below 
diagram. In other words, 1919-1921 consumer prices increased more than prices associated with 
shipping. 
From 1923 the growth rates of both foreign shipping and marine insurance were close to zero, 

corresponding well with the above suggestion that foreign shipping and marine insurance were back 
on normal levels from that year.  
The diagram further supports the above suggestion that Swedish marine insurance declined during 

the 1930s. This is so, since the diagram shows a period of negative growth rates from 1931 to 1936, 
though the values are close to zero for 1933 and 1934. Note also that the fluctuations of growth rates 
were smaller during the 1930s than during the 1920s. 

                                                             
5 In other words, the marine reinsurance companies have been excluded. Remember that the premium incomes of the direct insurance stock 
companies encompass both direct marine insurance premiums and marine reinsurance premiums. 
6 Svensk Försäkrings Årsbok 1916, p. 68. 



 

 

Diagram 3-2: Swedish Companies, Annual Growth Rates of Foreign Shipping 

Production Value and Marine Insurance Premium Incomes, 1910-1939. Fixed Prices in 

SEK. Annual data.  
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Source: Calculated from Bergander 1967 (Marine Insurance Premiums), Official Statistics of Sweden 
Private Insurance Companies 1913-1939 (Marine Insurance Premiums), Krantz – Schön 2007: 
http://www.ehl.lu.se/database/LU-MADD/National%20Accounts/data/HNS%20complete.xls, 
accessed 2009-05-27 (Foreign Shipping Production Value). 

Note 1: The deflator used is the Swedish Consumer Price Index (CPI). 

Note 2: Marine Insurance Premium Incomes include only premium incomes of direct insurance stock 
companies and major mutual companies. 

Note 3: Foreign Shipping Production Value has been calculated as gross freight earnings of Swedish 
ships from foreign shipping (Krantz 1986, p. 12). 

Note 4: The diagram only includes premium incomes from companies, and consequently does not 
include premium incomes of the State Insurance Commission during World War I. 
 
In summary, these analyses indicate that Swedish marine insurance and maritime trade have 
developed in tandem, meaning that they may have greatly relied on each other for premium incomes 
and marine insurance cover respectively. Therefore, further in-depth analyses of the relation between 
these two branches are conducted in the following. 

3.2 Interwar interdependence between insurance and maritime trade 
This section conducts in-depth analyses of interdependence between Swedish marine insurance and 
Swedish maritime trade during the interwar period, the period under analysis in the present thesis. 



 

3.2.1 The importance of interwar maritime trade to marine insurance 

This section assesses Swedish direct marine insurers' dependence for marine insurance premium 
incomes on Swedish, as compared to foreign, ship and cargo owners. If Swedish marine insurers 
supplied primarily Swedish ship and cargo owners with insurance cover, changes in Swedish maritime 
trade probably constituted challenges to Swedish marine insurers. 
This dependence on Swedish ship and cargo owners can be assessed from Diagram 3-3 below, which 

shows that interwar Swedish marine insurers conducted direct marine insurance primarily in Sweden. 
This diagram shows Swedish insurers' foreign direct marine insurance premium incomes as a share of 
these insurers' total direct marine insurance premium incomes. The Swedish mutual marine insurance 
companies are included although they conducted no marine insurance in foreign markets.7 
As can be seen from the diagram, the foreign direct marine insurance premium incomes never 

reached 15% of total direct marine insurance premium incomes. Furthermore, the foreign direct 
marine insurance premium incomes were of decreasing importance throughout the period. 

Diagram 3-3: Swedish Marine Insurance Companies, Ratio Foreign Direct Marine 

Insurance Premium Incomes to Total Direct Marine Insurance Premium Incomes, 1920-

1939. Annual Data. 

Source:  Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939, which 
lists separately Swedish marine insurers' marine insurance premium incomes in Sweden and abroad. 

 
It may be concluded that interwar Swedish marine insurers supplied primarily ship and cargo owners 
in Sweden with marine insurance cover. It is possible though, however unlikely, that foreign hull and 
cargo owners insured their property in the Swedish market directly with Swedish marine insurers. 
Thereby it could be that Swedish insurers earned a greater share of their marine insurance premium 
incomes from foreign policyholders than indicated by the above diagram. Whether this was actually 
the case cannot be determined from the Official Statistics of Sweden, and since that scenario seems 
unlikely it may be concluded that Swedish marine insurance companies probably were influenced by 

                                                             
7 Official Statistics of Sweden, Private Insurance Companies 1919-1939. 
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developments in Swedish maritime transport and maritime trade, such as the Swedish commercial 
fleet during World War I to an increasing extent being owned in Sweden. 

3.2.2 The importance of direct marine insurance to maritime trade 

This section estimates to what extent Swedish marine insurance companies were the ones to provide 
the Swedish commercial fleet with marine insurance cover and, in effect, to what extent the Swedish 
marine insurance companies were exposed to foreign competition in the Swedish market. The smaller 
this exposure, the greater the Swedish marine insurance companies' market power in relation to the 
ship-owners.  
The extent to which Swedish marine insurance companies were the ones to provide the Swedish 

commercial fleet with hull insurance cover is estimated by Diagram 3-4 below, which shows the value 
of the Swedish commercial fleet and of direct hull insurance in force effected in Sweden by Swedish 
insurance companies 1929-1939.8 It has not been possible to obtain the corresponding data for the 
first half of interwar period. The main conclusions to be drawn from the diagram is that 1931-1939 the 
hull insurance policy amounts and the value of the Swedish commercial fleet were of equal size and 
fluctuated in tandem. In 1929 and 1930, however, the hull insurance policy amounts were greater than 
the value of the Swedish commercial fleet. This difference may have been due to Swedish marine 
insurers having supplied more foreign ship owners with hull insurance before than after 1931. Still, the 
overall similarities between the hull insurance policy amounts and the value of the Swedish 
commercial fleet indicate, first, that the majority of the Swedish commercial fleet was hull insured and, 
second, that it was insured with Swedish companies. 

                                                             
8 It has not been possible to obtain the data to compare cargo insurance policy amounts effected with Swedish insurance companies to the value of 
Swedish imports or exports. 



 

 

Diagram 3-4: Swedish Marine Insurance Companies, Hull Insurance Policy Amounts 

effected in Sweden in Force and Value of the Swedish Commercial Fleet, 1929-1939. 

Current Prices in Million SEK. Annual data.  
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Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1929-1939 and 
Navigation 1929-1939. 

 
Another possible interpretation of the diagram is that Swedish marine insurance companies to a great 
extent insured foreign hull, while Swedish ship owners greatly insured with foreign insurers. This 
scenario is however unlikely since the present chapter has shown that Swedish marine insurance 
companies received a clear majority of their marine insurance premium incomes in the Swedish 
market, and thereby probably from Swedish ship and cargo owners. In effect, it is likely that the 
Swedish commercial fleet was hull insured primarily with Swedish companies. 
It may also be established that Swedish shipping companies probably paid a clear majority of their 

marine insurance premiums, including both hull and P&I insurance premiums, to Swedish insurance 
companies. In 1933 Swedish shipping companies paid approximately 17.0 millions SEK in marine 
insurance premiums, corresponding to slightly less than 7% of these companies' total expenses.9 
Almost 14.8 millions SEK of these marine insurance premiums, corresponding to as much as slightly 
less than 87%, were paid to Swedish insurance companies. More than 95% of marine insurance 
premiums paid for Swedish ships sailing within Europe were paid to Swedish companies, while the 
corresponding number for premiums of Swedish ocean sailing ships was slightly less than 80%.10 

                                                             
9 SOU 1936:22, p. 86. These statistics include Swedish shipping companies together possessing approximately 97% of the aggregated gross 
tonnage of the Swedish commercial fleet. (SOU 1936:22, p. 17.) 
10 SOU 1936:22, p. 93-95. Both in 1936 and in 1937 the marine insurance premiums paid by Swedish shipping companies constituted slightly less 
than 6% of their total expenses. (SOU 1941:34, p. 170.) 



 

The remaining marine insurance cover effected by Swedish shipping companies may have been 
procured from foreign companies in the Swedish market or directly in foreign markets. However, 
foreign insurers were only of minor importance in the interwar Swedish marine insurance market.11 
During that period the most important foreign insurer in that market was the London-based 
Indemnity Marine, which entered at the end of the period; in 1937. During the years 1937-1939 the 
company's marine insurance premium incomes and claims paid never reached half the volumes of the 
smallest Swedish marine insurer.12 
Taken together these findings make it reasonable to conclude, first, that the majority of the Swedish 

commercial fleet was hull insured during the second half of the studied period, second, that it was 
primarily insured with Swedish companies and, third, that the remaining share of the marine 
insurance cover effected by Swedish shipping companies was primarily effected abroad. 

3.2.3 The importance of marine reinsurance for Swedish trade 

As explained previously, some insurance policy amounts are too great to be attractive to any insurance 
company without additional cover, such as reinsurance. Since it has been shown that Swedish marine 
insurers probably held a strong position in the Swedish market, the extent to which Swedish direct 
marine insurance companies relied on Swedish marine reinsurance cover estimates the importance of 
Swedish marine reinsurance to Swedish maritime trade. However, before it can be assessed to what 
extent Swedish direct marine insurance companies relied on Swedish marine reinsurance cover, it 
must be assessed to what extent Swedish direct marine insurance companies relied on reinsurance 
cover of any origin. 
This can be determined from Diagram 3-5 below, which shows how great a share of total Swedish 

marine insurance premium incomes was passed on to reinsurers.13 In other words, the diagram shows 
the ratio of marine reinsurance premiums paid by Swedish insurance companies and the total marine 
insurance premium incomes of these companies.  
To avoid misunderstandings, note that these calculations are based on gross values. In reinsurance, 

the reinsurer usually pays the ceding company partial compensation for administrative costs. 
Therefore, the net reinsurance premiums paid by the ceding company correspond to the net between 
gross reinsurance premiums paid and compensation received for administrative costs.  
As can be seen from the diagram, the Swedish marine insurance companies relied on reinsurance 

for a substantial part of their business. The reinsurance premium incomes rather steadily constituted 
circa 60% of total premium incomes, somewhat more during the economic crisis of the early 1920s 
(76% in 1921), and somewhat less in the direct aftermath of that crisis (55% in 1925). 

                                                             
11 Official Statistics of Sweden, Private Insurance Companies 1919-1939. 
12 Official Statistics of Sweden, Private Insurance Companies 1937-1939. 1937: premium incomes 18000 SEK, no claims paid. 1938: premium 
incomes 40000 SEK, claims paid 6000 SEK. 1939: premium incomes 90000 SEK, claims paid 35000 SEK. (Official Statistics of Sweden, Private 
Insurance Companies 1937-1939.) 
13 It is important to realise that the distinction is not between own direct marine insurance premiums and marine reinsurance premiums paid, but 
between own marine insurance premiums of all kinds and marine reinsurance premiums paid. In other words, the own premiums encompass both 
premiums received in direct insurance and premiums received in reinsurance. Still, it is justified to treat the information in the diagram as an 
estimate of the relation between own direct marine insurance premium incomes and marine reinsurance premiums paid. 



 

 

Diagram 3-5: Swedish Marine Insurance Companies, Ratio Marine Reinsurance 

Premiums Paid to Marine Insurance Premium Incomes, 1920–1939. Annual data. 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939. 

 
Consequently, reinsurance cover was of great importance to Swedish direct marine insurance. But the 
issue remains to what extents Swedish marine insurance companies procured Swedish and foreign 
reinsurance cover. 
This is shown in Diagram 3-6, which illustrates the annual volumes of marine reinsurance premium 

incomes of Swedish companies as a share of reinsurance premiums paid by these companies. The 
remaining share constitutes Swedish net exports of marine reinsurance premiums.  
The diagram shows that Sweden was a net importer of marine reinsurance throughout the period, 

but it may also be suggested that a clear majority of the marine reinsurance premiums paid by Swedish 
companies, corresponding to 80%, were received by Swedish companies.14 
Net exports grew to a local maximum of almost one third from 1925 to 1927 and subsequently 

declined slightly until 1930. After that, the trend levelled off at slightly more than 20% and remained 
on that level until the outbreak of the Second World War.15 

                                                             
14 The diagram however also allows for the conclusion that Swedish marine insurers greatly provided foreign ship and cargo owners with marine 
insurance cover, while Swedish ship and cargo owners greatly effected marine insurance cover with foreign insurers. No data has been obtained 
from which it can be determined whether this was actually the case. 
15 As comparison, it would be interesting to know whether Sweden was a net importer or exporter of direct marine insurance. As shown above, the 
Swedish commercial fleet paid almost 14.8 millions SEK in marine insurance premiums during 1933. During that year the Swedish marine 
insurance companies received 22.6 millions SEK in direct marine insurance premiums. Of these premiums, 21.4 millions SEK were received in 
Sweden. (Official Statistics of Sweden, Private Insurance Companies 1933, p. 169.) However, for three reasons no definite conclusion can be 
drawn from these facts. First, the above discussed premiums paid are only the ones paid by shipping companies (hull and P&I), while the direct 
marine insurance premiums received by the marine insurance companies encompass both premiums received from goods owners (cargo) and 
premiums received from shipping companies(hull and P&I). Second, direct marine insurance premiums received in Sweden may partly have been 
paid by foreign companies. Third, the direct marine insurance premiums received may have covered ships which by definition were not included in 
the Swedish commercial fleet. For example, it is unclear whether fishing boats and ships used in coastal shipping, included in the statistics on 
premiums received, were included in the commercial fleet. However, both premiums paid and premiums received covered only ships used for 
commercial purposes. 
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Diagram 3-6: Swedish Marine Insurance Companies, Ratio Marine Reinsurance 

Premium Incomes to Marine Reinsurance Premiums Paid, 1920–1939. Annual data. 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939. 

 
It may be concluded that the Swedish marine reinsurers probably provided insurance cover for a clear 
majority of Swedish direct marine insurance, and thereby indirectly provided cover for a great share of 
interwar Swedish maritime trade.16 Also, remember that Swedish direct marine insurers and Swedish 
ship and cargo owners probably greatly depended on each other for marine insurance premium 
incomes and marine insurance cover. In effect, interwar Swedish marine insurance gives the 
impression of having been nationally bounded.  
This conclusion may seem surprising, since it has been highlighted previously that marine insurance 

is in essence an international business. It is however possible that Swedish marine insurers possessed 
comparative advantages in regard to insurance of Swedish hull and cargo. Such comparative 
advantages may for example consist in great knowledge of the risks associated with Swedish shipping 
routes or with Swedish ships. Such knowledge enables marine insurers to assess the correctness of 
their policyholders' descriptions of the hull or cargo proposed for insurance. Such knowledge also 
enables marine insurers to assess whether their policyholders' claims are reasonable. In other words, 
such knowledge is important for mitigation of moral hazards on behalf of policyholders. Analogously, 
foreign marine insurers may have possessed similar comparative advantages in their countries. Still, 
the existence of foreign competitors may have set limits to how high premium rates the Swedish 
marine insurers could charge, meaning that there was in that case potential international competition 
between Swedish and foreign marine insurers. 

                                                             
16 However, the reinsured risks most difficult to assess were probably the ones reinsured with highly specialised foreign reinsurance companies, 
such as the Lloyd's in Great Britain and Munich Re in Germany. If so, the real importance of foreign reinsurance to Swedish marine insurance is 
underestimated in the above analyses. 
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3.3 The development of costs 
Since it has been argued that interwar Swedish marine insurers were probably greatly influenced by 
developments in Swedish maritime transports and trade, it is important for a correct understanding of 
developments in interwar Swedish marine insurance to consider the development of costs and 
potential costs associated with such insurance and trade. Basically, prices relevant to three actors must 
be taken into account: the marine insurance companies, the ship-owners, and the goods owners. This 
will be explained in the following. 
First, how the marine insurance companies' expenses are priced should be taken into account. This 

is so, since an increase in the prices of such goods may force the companies to change their strategies 
in marine insurance, this in order to increase their revenues.  
Second, the prices of ships should be considered since the cost of replacing a ship probably 

influences to what extent ship-owners are inclined to buy hull insurance. In turn, the willingness to 
pay for marine insurance sets limits as to which strategies the marine insurance companies can 
implement. This is so, since a low willingness to pay may force the companies to strive for larger 
business volumes to cover claims and fixed costs than would otherwise be necessary. 
Third, the prices of the transported goods should be considered since the value of such goods 

probably influenced to what extent goods owners are inclined to buy cargo insurance. The potential 
loss amounts either to the seller's lost potential revenues from selling the goods or to the buyers' 
potential cost of buying similar goods. The size of this potential cost should influence cargo owner's 
willingness to pay for marine insurance, influencing the market power of marine insurers in relation to 
cargo owners. 
Diagram 3-7 below estimates the development of these costs. First, the development of prices 

associated with the marine insurance companies' expenses is estimated by a private services deflator. 
Second, the development of ship prices is estimated by the prices of new ships produced in Sweden. 
Third, the development of cargo prices is estimated by both an export deflator and an import deflator. 
As can be seen from the diagram, the service deflator increased until World War I. After World War 

I, this deflator levelled off at a higher level, though slightly decreasing during the interwar period. This 
shift mirrors an increase of real salaries. 
By contrast, ship prices fell steadily already before World War I, the tendency of falling prices 

continuing also during the 1920s. The Great Depression saw a further sharp decline in ship prices. Due 
to the falling replacement costs for ships, there was probably a decreasing willingness to pay for 
marine insurance. If so, this probably posed the marine insurance companies with the challenge to 
either cut their costs or increase their business volumes in order to be able to cover claims.  
Also, ship prices levelled off at a lower level after World War I than did the service deflator. 

Hypothetically, this gap may have created a cost pressure for the marine insurance companies since it 
indicates a comparatively lower willingness to pay for marine insurance than before World War I. This 
was probably so in particular from 1933. If so, the marine insurance companies may have been forced 
to modify their strategies regarding premium rates and the formulation of insurance policies in order 
to cover claims. 
Furthermore, also the export and import deflators levelled off at lower levels after the war than did 

the service deflator. Also these facts may have created a cost pressure for the marine insurance 
companies. Differently put, the productivity growth was lower in marine insurance than in maritime 
trade. 



 

 

Diagram 3-7: Swedish Consumption Deflators; Private Services, New Ships, Import, 

Export, 1862-1939. Index 1910/12=100. 
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Source: Krantz – Schön 2007: http://www.ehl.lu.se/database/LU-
MADD/National%20Accounts/data/HNS%20complete.xls, accessed 2009-05-27 (Private Services, 
Import, Export), Ljungberg 1990 (Ships). 

Note: The graph representing ship prices covers only the period 1885-1939. 

 
In summary; 
(a) prices of the insured ships and of the insured cargo fell during the interwar period. These trends 

indicate that insurance policy amounts and premium rates fell in marine insurance, forcing Swedish 
marine insurers to conduct greater business volumes to cover claims and fixed costs. These trends 
were possibly also associated with increasing levels of moral hazard on behalf of policyholders, 
particularly during the early 1920s and the early 1930s. If so, the difficulties of Swedish marine 
insurers to cover claims were elevated. 
(b) as compared to the level of 1913, the costs associated with conducting marine insurance levelled 

off at a higher level after World War I than the replacement costs in maritime trade. In other words, 
the productivity growth was lower in the production of marine insurance than in maritime trade, 
hypothetically inflicting a cost pressure on the marine insurance companies. 

3.4 Concluding discussion 
The present chapter has argued that during the interwar period Swedish maritime trade and Swedish 
marine insurance were greatly interdependent for marine insurance premium incomes and marine 
insurance cover. This conclusion has been inferred, first, from the fact that Swedish marine insurers 
received a clear majority of their marine insurance premium incomes in the Swedish market and, 
second, from the fact that Swedish maritime transports were probably directly insured and reinsured 
primarily with Swedish companies. Since the interwar Swedish marine insurers probably depended on 



 

premium incomes from Swedish maritime transports and trade, developments in these businesses 
probably bore consequences for Swedish marine insurers. Some developments of Swedish marine 
insurance and Swedish maritime transports and trade, which may have posed these insurers with new 
challenges, have been observed in the present chapter. 
First, during the interwar period the premium incomes of Swedish marine insurers developed less 

positively than the incomes of their policyholders, contrasting the interwar period to the last two 
decades before World War I when the similarity of trends was greater. During the 1930s, revenues 
both from maritime trade and from marine insurance decreased, but the revenues from marine 
insurance more rapidly. In other words, the incomes of ship and cargo owners developed more 
positively than the ones of the marine insurance companies. The decline of Swedish marine insurance 
premium incomes during the 1930s may partly be explained by the decline of the value of Swedish 
maritime trade. This is a plausible explanation since the present chapter has shown that the 
replacement costs of Swedish ships, imports and exports sank during the period, probably cutting 
insurance policy amounts and premium rates. The falling prices may in turn also have inspired the 
ship-owners to rely increasingly on self-assurance. Such developments may have created difficulties 
for the marine insurance companies to cover claims and fixed costs. Whether they actually experienced 
such difficulties will be discussed further on in the thesis. Also, during the whole interwar period, the 
revenues from Swedish marine insurance fluctuated more than during the last two decades before 
World War I. 
Second, during the interwar period, the costs associated with providing marine insurance, such as 

the salaries of actuaries, were greater in relation to the prices of the insured goods than had been the 
case before the war. Since insurance premium rates are influenced by the prices of the insured 
property, greater business volumes were in effect probably needed during the interwar period to cover 
costs than had been the case before the war, probably making it difficult for marine insurance 
companies to cover expenses by incomes. Insurers of other countries experienced such difficulties 
during the hyperinflation of the early interwar period. Due to this hyperinflation, these insurers faced 
enormous administrative costs, causing great losses.17  
It has also been concluded that before World War I, the revenues from Swedish maritime trade and 

marine insurance developed in tandem, but were less similar after the war. From the end of the war 
until 1923, Swedish marine insurance premium incomes peaked and subsequently fell back to 
antebellum levels, while there was no corresponding peak for incomes in shipping or trade. The return 
of premium incomes to the antebellum level until 1923 was probably partly due to a return to normal, 
peacetime demand, but it has been argued that supplementary explanations are required. Such 
explanations will be discussed in Chapter 4.  
Since it has been concluded that Swedish marine insurers greatly depended on Swedish maritime  

transports and trade for marine insurance premium incomes and, in effect, that changes to Swedish 
maritime trade probably constituted risks to Swedish marine insurers, next chapter will discuss risks 
related to maritime trade, such as decreasing prices and values in maritime trade. The first years after 
World War I may be considered particularly interesting for further analyses of changing risk 
environments in interwar Swedish marine insurance since the prices, costs, and incomes in interwar 
Swedish maritime trade and marine insurance fluctuated greatly during that period. 
 

                                                             
17 Borscheid (2007), p. 131. 



 

 

4 Growth, collapse, and recovery 1893-1939 
The previous chapter showed that interwar Swedish marine insurers depended on Swedish ship and 
cargo owners for marine insurance premium incomes. The present chapter therefore analyses how 
risks associated with Swedish maritime transports and trade affected business results in interwar 
Swedish marine insurance. Also the effects of currency risks to these business results are analysed and 
additional control variables are taken into account. The business results are measured both as the 
insurers' premium incomes and claims paid and as the ratio of the two. 
The first section of the chapter formulates reasonable expectations on the effects of two of the new 

or changing risks discussed in the introductory chapter; decreasing prices and aggregated values in 
maritime trade and currency risks. The purpose of explicating these expectations is to focus the 
subsequent analyses of the effects of new or changing risks in interwar Swedish marine insurance. The 
purpose is also to guide the reader through the subsequent analyses. 
The second section of the chapter describes developments of business results in interwar Swedish 

marine insurance and compares the findings to the formulated expectations by the use of descriptive 
statistics. These analyses are conducted partly as comparisons with the last two decades before World 
War I. This section also discusses whether changes to the business results were actually caused by the 
two discussed risks, using qualitative sources and regression analysis. 

4.1 New and changing risks to interwar Swedish marine insurance 
This section discusses how the one-year business results in interwar Swedish marine insurance were 
probably exposed to the risk of decreasing prices or volumes in maritime trade and to currency risks. 
Expectations are explicated regarding the effects of these risks.  
It is worthy of note that if expectations are not compatible with empirical findings, it should not be 

concluded that Swedish marine insurers were not exposed to the discussed risks during the interwar 
period. The lack of empirical support may also be due to the marine insurers having effectively 
mitigated these risks.  

4.1.1 Decreasing prices and volumes in maritime trade 

The introductory chapter argued that marine insurance is vulnerable to the risk of prices or volumes 
decreasing in maritime trade, such as the prices or volumes of hull and cargo. Also, Chapter 3 showed 
that Swedish marine insurers were probably primarily affected by developments in Swedish, as 
compared to foreign, maritime trade (including shipping). It was also highlighted that Swedish 
interwar marine insurers probably experienced a cost pressure caused by falling prices in Swedish 
maritime trade. In the following, three reasons to believe that decreasing prices in maritime trade 
additionally decreased the returns on marine insurance are presented. These three reasons are, first, 
the time lag between premiums being earned and claims being paid, second, difficulties of cooperation 
among marine insurers, and, third, moral hazard on behalf of policyholders. The first two of these 
three arguments regard also decreasing aggregated values in maritime trade, now matter if caused by 
changing prices or volumes. 
The first reason why decreasing prices or volumes in maritime trade is a risk to the business results 

of marine insurers is that decreasing demand for marine insurance may follow. In turn, marine 
insurance premium incomes may fall as well, particularly so if increasing competition among marine 
insurers causes sinking premium rates. Due to the comparatively long time lag between averages 
occurring and claims being paid in marine insurance, it cannot be assumed that the claims paid will 
fall in tandem with the premium incomes, but only later. Therefore, premium incomes may fall in 
relation to the concurrently paid claims. In other words, the returns on the conducted marine business 
are reduced by decreasing prices or volumes in maritime trade. Such a time lag is the most prominent 
in regard to P&I and petty claims in hull insurance.1 

                                                             
1 Under such circumstances, probably both the margin between and the ratio of premium incomes and claims paid are of importance to marine 
insurers. The greater the ratio between the two, the more rewarding is the business to marine insurers. However, fixed costs in a marine insurance 



 

The second reason why decreasing prices or volumes in maritime trade is a risk to marine insurers 
is that such decreases may aggravate difficulties of standardising premium rates and conditions by 
cooperation among marine insurers. Generally, due to the difficulties of statistically calculating marine 
insurance premium rates, there is more room for individual contributions in marine insurance than in 
most other classes of insurance.2 Such contributions may be made for example in the arenas of marine 
insurance unions. However, the fact that marine insurance is an intrinsically international business 
together with the difficulties of calculating premium rates also creates difficulties of cooperation. 
Generally, it is more difficult to increase premium rates in marine insurance than in fire or 
responsibility insurance.3 Under excess competition, the lack of reliable methods of calculation even 
makes premiums fairly easily sink below profitable levels.4 Falling prices or volumes in maritime trade 
may create such situations of excess competition. In effect, existing cooperation between marine 
insurers on premium rates and conditions may be destroyed, making marine insurance premium rates 
and premium incomes fall even further.  
How difficult it can be to establish cooperation when premium rates fluctuate substantially is 

exemplified by the attempts to form a Swedish marine insurance union before the 1890s. The first such 
attempts stranded during the 1870s due to the lack of reliable calculation methods for marine 
insurance premium rates.5 
The third reason why decreasing prices in maritime trade is a risk to marine insurers is that such 

decreases may aggravate moral hazard in relation to policyholders. As explained in the introductory 
chapter, a marine underwriter often depends on his policyholders' integrity for a correct determination 
of premium rates. He also depends on his policyholders treating their insured property carefully. A 
lack of care on behalf of policyholders may be expected to occur the most frequently during periods of 
falling prices of such property. Such behaviour may make claims paid higher in relation to premium 
incomes than would otherwise have been the case. 
As shown in Chapter 3, during the last two decades before World War I, the price fluctuations in 

Swedish maritime trade were only minor as compared to the ones of the interwar period. Chapter 3 
also showed that there was a trend of falling prices in Swedish maritime trade 1920-1931, and 1920-
1922 and 1929-1931 in particular. Also, unlike during the interwar period, Swedish marine insurance, 
shipping, and trade experienced steady growth of revenues during the last two decades before World 
War I.  
It may therefore be expected, first, that the years 1920-1931 were characterised by decreasing 

premium incomes. Second, it may be expected that these years were characterised by low returns on 
the insured business as compared to the remaining years of the interwar period. Third, it may be 
expected that the returns on Swedish marine insurance were lower during these years than during the 
last two decades before World War I. 

4.1.2 Currency risks 

The introductory chapter highlighted that the intrinsically international business of marine insurance 
is vulnerable to the risk of non-beneficial exchange-rate fluctuations. Such exchange-rate fluctuations 
are here defined as currency risks. Such vulnerability occurs primarily for two reasons; first, since 
currency risks may decrease the returns on established international marine insurance contracts and, 
second, since expectations regarding currency risks may increase the international competition faced 
by marine insurers of a certain currency area. 

                                                                                                                                                                                              
business, such as salaries, will not decrease accordingly. Therefore, also the margin between premium incomes and claims paid is probably of 
importance. 
2 Rinman (1943), p. 9. 
3 Sjöassuradörernas Förening, "Sjöassuradörernas Förening, 1918-1933 23:E - 43:E Mötet”, “Protokoll hållet vid Verkställande Direktörernas för 
de Svenska Sjöförsäkringsaktiebolagen sammanträde i Malmo den 5 - 6 december 1918”, p. 11 [Minutes of the meeting of the executive managers 
of the Swedish Marine insurance companies in Malmo December 5 - 6 1918]. 
4 Nordisk Familjebok Vol. 25 (1917), p. 799. 
5 Bergander (1967), p. 211, Englund (1982), p. 65, Nordisk Familjebok Vol. 25 (1917), p. 799. 



 

4.1.2.1 Decreasing returns 
The first reason why marine insurers are vulnerable to exchange-rate fluctuations is that the returns 
on established international marine insurance contracts may become lower than expected. Also this 
risk is frequently associated with the time lag between averages occurring and claims being paid. 
Consider the case of a Swedish insurer providing marine insurance cover in another currency than 

the one primarily used to pay for expenses, probably Swedish currency. The relation between total 
marine insurance premium incomes and claims paid during any one year is probably of importance to 
him. If the value of Swedish currency is comparatively high (low indirect exchange rates), the margin 
between premium incomes and claims paid will be comparatively low. This is so, since both premium 
incomes and claims paid will be smaller than would have been the case in a situation of comparatively 
low value of Swedish currency. This is problematic to an insurer since other expenses, such as salaries, 
do not fluctuate with exchange rates.6 If, instead, the value of Swedish currency decreases, the effect 
will be the reverse. The ratio between premium incomes and claims paid, however, will not change in 
any of these two cases.  
If marine insurance cover had instead been procured in the currency primarily used by the insurer 

to pay for expenses, exchange-rate fluctuations would not have affected the returns on his business. 
Analogously, marine insurance companies as policyholders in reinsurance face currency risks if they 

have procured cover in another currency than the one in which they as direct insurers will adjust 
claims. Currency risks may then decrease the margin between premium incomes and claims paid. 
However, premiums may be paid in another currency than the ones primarily used by the 

policyholder and the insurer.7 
Also, claims may be induced by repairs in other currency areas than the ones of the policyholder or 

the insurer. Which currency risks marine insurers are exposed to may therefore depend on where 
averages occur and on which agents are involved in repairs. Consequently, a marine insurer may be 
exposed to currency risks not only in the relation between his own currency and the ones of his 
policyholders, but also in relations between other currencies.8 Such currency risks may alter both the 
margin between and the ratio of premium incomes and claims paid by a marine insurer. It is worthy of 
note that marine insurers are exposed to this currency risk primarily due to the time lag between 
averages occurring and claims being paid. This is so, since exchange-rate fluctuations may occur 
during this comparatively long period of time.9 
It follows that it can not be determined with any certainty whether a particular marine insurer will 

benefit or lose from a certain change to exchange rates. To make predictions, information is necessary 
on the frequency of averages of that particular insurer and on the formulations of his marine contracts. 
It may, however, be expected that the greater the amplitudes of exchange-rate fluctuations, the greater 
the maximum currency risks to the returns on marine insurance. 
As mentioned in the introductory chapter, Peter Borscheid has shown that marine insurers of other 

countries than Sweden during the early interwar period made losses on contracts drawn up in foreign 
currencies due to exchange-rate fluctuations. One problem was that in some cases premiums were 
collected and claims paid in foreign currencies, while investments were made in the own currency of 
the insurer, causing bankruptcies among German companies.10 

4.1.2.2 Increasing international competition 
The second reason why marine insurers are vulnerable to exchange-rate fluctuations is that 
expectations regarding such fluctuations may redistribute comparative advantages between marine 
insurers of different currency areas. This risk arises not directly from characteristics of the insured 

                                                             
6 The British marine insurance paper and the Swedish marine insurance newspaper Fairplay pointed out this problem in 1931 when the marine 
insurance premium incomes decreased. (Gjallarhornet 1931, p. 395 f.) 
7  Today it is common to pay marine insurance premiums in US dollars. (Axvärn (1997), p. 8.) 
8 Axvärn (1997), p. 6 ff, Winter (1919), p. 121 f. 
9 It is important to recognize, however, that a marine insurer is only exposed to currency risks in regard to his own risk. In other words, losses 
incurred to policyholders, which fall under deductibles, franchises, and liabilities of reinsurers, expose only policyholders and reinsurers with 
currency risks. (Axvärn (1997), p. 13.) 
10 Borscheid (2007), p. 131. 



 

risks, but from the marine insurance transactions as such. Subsequently, this section discusses 
whether changes to the business results were actually caused by the two discussed risks, using 
qualitative sources and regression analysis. 
Consider again the Swedish marine insurer in the above examples. If premiums and claims are paid 

in Swedish currency, it will be less attractive for policyholders to effect insurance with that insurer if 
the value of Swedish currency is expected to decrease. This is so, since the margin between and the 
ratio of claim recoveries and premiums paid will be smaller than would have been the case in lack of 
exchange-rate fluctuations. Thereby, also the international competitive strength of the Swedish marine 
insurer decreases. If the value of Swedish currency instead increases, the effect will be the reverse. 
If, on the other hand, premiums and claims are paid in the same but not in Swedish currency, and if 

the value of Swedish currency is expected to decrease, it will be less attractive for the Swedish insurer 
to conduct business at previous premium levels. This is so, since the margin between and the ratio of 
premium incomes and claims paid expressed in Swedish currency will be lower than would have been 
the case in lack of exchange rate fluctuations. Such exchange-rate fluctuations will therefore force the 
insurer either to accept lower returns on his foreign marine insurance contracts or to increase 
premium rates, thereby reducing his international competitive strength. If the value of Swedish 
currency instead increases, the effect will be the reverse. 
Therefore, currency risks may result not only in reduced returns on international marine contracts, 

but also in the loss of market shares to foreign competitors. Additionally, reduced international 
competitive strength may result in Swedish marine insurers being forced to underwrite a greater 
proportion than previously of bad risks, characterised by lower returns for the insurer. 
The aforementioned Peter Borscheid has also shown that exchange-rate fluctuations redistributed 

comparative advantages among insurers of different countries during the early interwar period. After 
the withdrawal of German companies from the Swiss market, their previous function was greatly filled 
by local societies, confirming the international disintegration of insurance. 11 

4.1.2.3 Expectations on currency risks 
The Swedish suspensions of the gold standard in 1914 and 1931 did not only theoretically influence the 
amplitudes of the Swedish currency's exchange-rate fluctuations. From the suspension of the gold 
standard in 1914 until its resumption in 1924, there were exchange-rate fluctuations of extreme 
amplitudes. During World War I, the US dollar had lost one forth of its value in relation to Swedish 
currency, but from autumn 1918 the trend was reversed and in February 1920 it was valued at 40% in 
excess of the old gold parity exchange rate.12 Also, during World War I, the German Reichsmark lost 
close to half its value in relation to Swedish currency. This trend continued until 1922 when the 
Reichsmark had lost practically its full value. Exchange-rate fluctuations between Swedish currency 
and the British pound were of smaller amplitudes, but still far greater than under the international 
gold standard. 1924-1925 the international gold standard was reconstructed and for instance 
Germany, Great Britain, and Sweden resumed the antebellum gold parity, and thereby the antebellum 
exchange rates.13 
In 1931 the international gold standard was again suspended in a number of European countries, 

among them Great Britain and Sweden, and replaced by national monetary regimes founded on the 
principle of managed floating. The de facto devaluation of Swedish currency was among the greatest in 
the Western world and until December 1931 the Swedish currency depreciated greatly in relation to the 
American dollar and the British pound.14 The breakdown of the gold standard as the universal 
monetary regime was confirmed when the United States suspended the gold standard.15 In September 
1933, the Swedish currency was pegged to the British pound and thereby indirectly to other currencies 
pegged to the pound, constituting the so-called sterling bloc, but there were still greater fluctuations in 

                                                             
11 Borscheid (2007), p. 131. 
12 Östlind (1945), p. 371 ff. 
13 Kock (1961), p. 55, Kenwood - Lougheed (1996), p. 212. 
14 Riksdagstrycket, ”Proposition 1932:1 av den 4 januari”, ”Inkomsterna”, s 6. 
15 Kenwood - Lougheed (1996), p. 227. 



 

relation to other currencies than had been the case during the international gold standard. Other 
currencies were pegged to each other in separate blocks, such as the dollar block around the US dollar.  
Following the above lines of reasoning regarding the relations between exchange-rate fluctuations 

and returns on marine insurance, it may be expected that the returns on Swedish marine insurance 
fluctuated more during the years of great exchange-rate fluctuations than during the remaining years 
of the interwar period. Remember that the introductory chapter characterised 1918-1924 and 1931-
1933 as years of comparatively great exchange-rate fluctuations. In effect, fluctuating returns on 
Swedish marine insurance may be expected these years. Since there were practically no exchange-rate 
fluctuations during the classical gold standard, it may also be expected that these returns fluctuated 
more during the interwar period as a whole than during the last two decades before World War I. 

4.1.3 Expectations 

These two discussions of risk suggest that the Swedish marine insurance premium incomes decreased 
1920-1931. They also suggest that the returns on Swedish marine insurance were lower 1920-1931 
than, first, during the subsequent years of the interwar period and, second, during the last two decades 
before World War I. Furthermore, it may be expected that the fluctuations of returns on Swedish 
marine insurance were greater during the interwar period, during the years 1918-1924 and 1931-1933 
in particular, than during the last two decades before World War I. 

4.2 Business results in interwar Swedish marine insurance 
This section investigates whether the premium incomes and returns in interwar Swedish marine 
insurance fluctuated in accordance with the above expectations. If so, this may be taken as a first 
indication that these premium incomes and returns were influenced by the two above discussed risks; 
decreasing prices or volumes in maritime trade and currency risks. 

4.2.1 Antebellum growth and interwar recovery 

This analysis regards the returns on Swedish marine insurance during the two decades of the interwar 
period and during the last two decades before World War I, the equal length of the two periods making 
them comparable. Including also pre-World War I developments is justified since pre-World War I 
developments may have formed interwar Swedish marine insurers' expectations, assessments of risks, 
and choices of strategies. Thereby knowledge on pre-World War I developments is necessary for a 
correct understanding of the actual assessments of risks and choices of strategies. Still, the analytical 
focus is on developments during the interwar period.  
Diagram 4-1 below describes returns on marine insurance conducted by Swedish mutual and direct 

insurance stock companies from 1893 to 1939 as the loss ratio on that business.16 A loss ratio is 
calculated as the ratio of claims paid and premium incomes. A high loss ratio thereby corresponds to 
low returns, and a loss ratio above one means that claims paid were greater than premium incomes.  
This diagram also shows the annual growth rates of Swedish shipping and exports. According to the 

above formulated expectations regarding the relation between marine insurance and maritime trade, 
positive growth rates ought to be associated with a decrease of the loss ratio.  
Swedish shipping is estimated by the value added in Swedish shipping and Swedish exports by the 

aggregated value of these exports. Relying on the value of Swedish exports, instead of the aggregated 
value of Swedish imports and exports, is justified since it is highly unlikely that the full Swedish 
foreign trade was insured with Swedish companies. 
Remember that the returns on Swedish marine insurance may be expected to have been lower 1920-

1931 than during the last two decades before World War I. 
The diagram shows that the loss ratio in Swedish marine insurance was higher during the interwar 

period than during the antebellum period, amounting to approximately 80% during the interwar 
period as compared to 70% during the antebellum period. This upward shift is in accordance with the 
above expectations, indicating that is was partly due to decreasing prices in Swedish maritime trade. 

                                                             
16 In other words, the marine reinsurance companies have been excluded. Remember that the premium incomes of the direct insurance stock 
companies encompass both direct marine insurance premiums and marine reinsurance premiums. 



 

Contrary to expectations, however, the amplitudes of fluctuations were not manifestly greater during 
the interwar period than during the last two decades before World War I, particularly the last decade 
before World War I being characterised by major fluctuations. 
It may also be concluded from the diagram that decreases of the loss ratio were associated with 

positive growth rates of shipping and exports before World War I, but not manifestly so during the 
interwar period. In the aftermath of World War I, an increase of the loss ratio was associated with 
negative growth rates of shipping and exports, and the subsequent decrease of the loss ratio was 
associated with positive growth rates of shipping and exports. However, around 1930, a decrease of the 
loss ratio was associated with negative growth rates of shipping and exports. The findings are therefore 
not fully consistent with expectations on the relation between marine insurance and trade. 
From 1893 the loss ratio steadily decreased, reaching the low point of the period of approximately 

50% in 1909. The subsequent positive trend reached its high point of the period of approximately 110% 
in 1921.  
World War I constituted an intermission in this positive trend. During the first year of the war, 

when the prices of cargo and hull increased, the loss ratio decreased and it is possible that increasing 
profits spurred the entry of new companies. Note that the increase in 1917 was remarkably small 
considering the outbreak of the unlimited submarine war. After World War I, the loss ratio increased 
until 1921. One possible explanation for this decrease and subsequent increase of the loss ratio is that 
demand for marine insurance increased immediately at the outbreak of war due to the risks associated 
with maritime warfare, while the actual risks, such as the use of mines, increased continuously 
throughout the war and during 1919 since Great Britain continued to use mines in the North Sea 
during that year (as described in Chapter 2). 
During the rest of the 1920s, the loss ratio fell back, but continued to fluctuate greatly. Subsequently 

Swedish marine insurance was not at all as hard hit by The Great Depression of the early 1930s as by 
the crisis of the early 1920s. From 1930 to 1936 there was a decrease of the loss ratio from 
approximately 80% to approximately 70%. The last two years before the outbreak of the Second World 
War showed further major fluctuations.  



 

 

Diagram 4-1: Swedish Direct Marine Insurance Companies, Loss Ratio in Marine 

Insurance. Annual Growth of Swedish Shipping and Exports. 1893-1939. Annual Data. 

Current prices in SEK. 

Source: Calculated from Bergander 1967, Official Statistics of Sweden Private Insurance Companies 
1913-1939 and Krantz – Schön 2007: http://www.ehl.lu.se/database/LU-
MADD/National%20Accounts/data/HNS%20complete.xls, accessed 2009-05-27. 

Note 1: The diagram includes only direct insurance stock companies and major mutual companies, not 
Reinsurance Companies. 

Note 2: The diagram only includes premium incomes from companies, and consequently does not 
include premium incomes of the State Insurance Commission during World War I. 
 

In summary, the expectation that the returns on marine insurance were lower during the interwar 
period than before World War I is supported. However, no evident correlation between interwar 
returns on marine insurance and the growth of shipping and trade could be observed. Also, the 
amplitudes of fluctuations were not manifestly greater during the interwar period than during the last 
two decades before World War I. These findings therefore demand further analyses. 

4.2.2 Interwar marine insurance 

The remaining analyses of the present chapter regard the business results in Swedish marine 
insurance exclusively during the interwar period.  
Since in the previous analysis no evident correlation could be observed between the returns on 

marine insurance and the growth rates of shipping and trade, the following analyses focus separately 
on interwar premium incomes and claims paid, both in relation to the growth rates of shipping and 
trade. These analyses include exclusively direct marine insurance since the consequences to marine 
reinsurance of changes in maritime trade are channelled through direct insurance. This is so although, 
as previously highlighted, the effects of currency risks may be aggravated in reinsurance transactions. 
The premium incomes and claims paid of mutual and stock companies are depicted separately in 

the below diagrams. This is justified since the Swedish mutual marine insurance companies conducted 
exclusively hull insurance, while the marine insurance stock companies conducted both hull insurance 
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and cargo insurance. Thereby the mutual companies were potentially more exposed than the stock 
companies to changes in shipping, while the stock companies were potentially more exposed to 
changes to the volumes of Swedish trade. Mutual and stock companies may also have fared differently 
since, as described in the introductory chapter, they have different strengths and weaknesses under 
different business circumstances. For one, the mutual companies can collect supplementary premiums 
if claims are greater than expected. 
Values in Swedish maritime trade are again estimated by the value added in Swedish shipping and 

by the aggregated value of Swedish exports.  
Diagram 4-2 below shows the direct marine insurance premium incomes of Swedish stock and 

mutual companies 1920-1939 in current prices as annual growth rates, the value added in Swedish 
shipping, and the value of Swedish exports.  
Positive correlations may be expected between the marine insurance premium incomes and the 

values of shipping and trade, since an increase to the value of maritime trade increases the need for 
marine insurance. Remember also the above formulated expectation that the Swedish marine 
insurance premium incomes decreased 1920-1931 due to decreasing prices of Swedish shipping and 
trade. 
The main conclusion to be drawn from the diagram is that the direct marine insurance premium 

incomes of both stock companies and mutual companies greatly developed in tandem with Swedish 
maritime transports and trade, though some years serve as exceptions, such as 1925. In regard to the 
mutual companies, the correlation with shipping was the most evident during the second half of the 
interwar period.  
Note also that as expected the premium incomes decreased during the years 1920-1925 and 1929-

1932, indicating correlation between the development of marine insurance premium incomes and 
prices of Swedish shipping and trade. From 1936, on the eve of the Second World War, premium 
incomes again increased. 

Diagram 4-2: Swedish Stock and Mutual Marine Insurance Companies, Direct Marine 

Insurance Premium Incomes. Value Added in Swedish Shipping and Value of Swedish 

Exports. Annual Growth Rates 1920–1939. Annual data. Current Prices in SEK. 

-70%

-50%

-30%

-10%

10%

30%

50%

70%

1921 1924 1927 1930 1933 1936 1939

A
n

n
u

a
l 
G

ro
w

th
 R

a
te

s

Premium Incomes Mutuals Premium Incomes Stock

All Shipping Swedish Exports
 

Source: Calculated from the Official Statistics of Sweden, Private Insurance Companies 1920-1939, 
Krantz – Schön 2007: http://www.ehl.lu.se/database/LU-
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In summary, the interwar Swedish marine insurance premium incomes fluctuated in tandem with 
prices and values in Swedish shipping and trade. 
It remains to be investigated whether also the values of the claims paid in interwar Swedish marine 

insurance were associated with the values of Swedish shipping and trade. Two alternative hypotheses 
may be formulated on the relation between marine insurance claims and the values of Swedish 
shipping and trade. First, moral hazards on behalf of policyholders are the most likely to occur when 
the value of the insured property decreases, and such moral hazards may elevate the claims paid by 
marine insurers. Therefore, it may be expected that decreasing prices and volumes in Swedish trade 
increased the aggregated value of marine claims on interwar Swedish marine insurers. Second, 
decreasing prices and volumes in trade may decrease the aggregated value of claims since a decreasing 
use of insured ships and a decrease to the volumes of cargo at risk may decrease the number of 
accidents. Therefore, decreasing prices and volumes in Swedish trade may also have increased the 
aggregated value of marine claims on interwar Swedish marine insurers. 
Diagram 4-3 below shows the claims paid by Swedish stock and mutual insurance companies in 

direct marine insurance 1920-1939 in current prices as annual growth rates, the value added in 
Swedish shipping, and the value of Swedish exports.  
The main conclusion to be drawn from the diagram is that the claims experience of Swedish stock 

insurance companies, which insured both hull and cargo, was more manifestly correlated with 
shipping and trade than the claims experience of the mutual companies, which was restricted to hull 
insurance, was correlated with developments in shipping. The stock companies' claims correlation 
with shipping and trade was the most evident during the second half of the interwar period. 
It should also be noted that both the mutual companies' and the stock companies' claims 

experiences fluctuated more than the premium incomes, possibly indicating that the claims 
experiences were greatly governed by random factors, such as storms. Additionally, the mutual 
companies' claims experience fluctuated more than the one of the stock companies. These findings 
may indicate that the claims experience in hull insurance was highly vulnerable to individual 
occurrences, such as storms and major accidents, such as the ones caused by mines. Whether this was 
the case will be investigated in the full doctoral thesis. 



 

 

Diagram 4-3: Swedish Stock and Mutual Marine Insurance Companies, Claims Paid in 

Direct Marine Insurance. Value Added in Swedish Shipping and Value of Swedish 

Exports. Annual Growth Rates 1920–1939. Annual data. Current Prices in SEK. 
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Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939, Krantz 
– Schön 2007: http://www.ehl.lu.se/database/LU-
MADD/National%20Accounts/data/HNS%20complete.xls 
 
In summary, in Swedish marine insurance, the claims experiences were not as closely as the premium 
incomes correlated with developments of prices and values in shipping and trade. These claims 
experiences were probably also governed by other factors. This latter conclusion holds in particular for 
claims experiences in hull insurance, which was probably greatly governed by individual occurrences, 
such as major storms and accidents. 
The previously formulated expectations on the development of interwar Swedish marine insurance 

also regard the returns on that business. It was expected that the returns on Swedish marine insurance 
were lower 1920-1931 than during the subsequent years of the interwar period.  
Diagram 4-3 below estimates the returns on interwar Swedish marine insurance by two different 

ratios of costs to incomes; the loss ratio (claims paid to premium incomes) and the ratio of claims and 
administration to premium incomes. In other words, the second of the two ratios is a modified version 
of the first one, taking into account also administrative costs. This analysis includes as well direct 
marine insurance companies as marine reinsurance companies.  
As can be seen from the diagram, the two ratios developed along the same trends, and the 

administrative costs corresponded to slightly less than 20% of the premium incomes throughout the 
period.  
The first years of the period were generally the least profitable ones. The loss ratio increased 1920-

1921, and was even greater than one in 1921 and 1922, meaning that the returns to marine insurers 
were negative. Taking also administrative costs into account, it may be concluded that Swedish marine 
insurance was unprofitable all years 1921-1926 since the ratio of claims and administration to 
premium incomes was greater than one during all these years. 



 

The remaining interwar years saw a long run decrease of both ratios. Note that The Great 
Depression of the early 1930s hardly influenced this long-run trend. In 1938 there was another 
regional high point, followed by a rapid decrease at the outbreak of the Second World War. 
Remember in this context from the introductory chapter that marine insurance generally is 

characterised by heavily fluctuating results on a one-year basis and also over a number of years. 

 

Diagram 4-4: Swedish Marine Insurance Companies, Loss Ratio and Ratio Costs of 

Claims and Administration to Premium Incomes in Marine Insurance, 1920–1939. 

Annual Data. 

 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939. 

Note 1: The Loss Ratios Have Been Calculated As the Ratio of Marine Claims Paid and Marine 
Insurance Premium Incomes. Premiums Encompass Both Own Premiums and Premiums Passed on to 
Reinsurers. Claims Encompass Both Own Claims and Claims Recovered from Reinsurers. 

Note 2: Remember That It Takes up to Three Years to Settle Claims in Marine Insurance. In Other 
Words, Claims of a Certain Year Arise from the Same Contracts As Premium Incomes of Previous 
Years. 

Note 3: Note That the Graph Would Have Been the Same If the Calculations Had Been Based on Fixed 
Prices. 
 

In summary, the expectation that the returns on Swedish marine insurance were comparatively low 
1920-1931 is largely supported. The diagram does not show a breach of trends around 1931, but a 
persistently positive trend during the interwar period, starting at the lowest level of the period in 1921.  
So far, the analyses of the present chapter have provided substantial, though not clear, support for 

the expected correlation between business results in interwar Swedish marine insurance and prices 
and volumes in maritime trade. By contrast, no support has been gathered for the effects of currency 
risks.  
The fluctuations of business results in interwar Swedish marine insurance were a reoccurring theme 

in the forums of Swedish insurance companies of that time. The causes of the remarkable drop of 
premium incomes and returns in Swedish marine insurance in 1921 were repeatedly discussed in the 
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Swedish insurance newspaper Gjallarhornet, which was edited by Swedish marine insurers. This 
paper pointed out that the volumes and aggregated values of foreign trade decreased, a situation 
corresponding to the risk of decreasing prices and values in trade. In effect, competition became 
fiercer and the conditions stipulated in insurance contracts more beneficial to the policyholders, 
further decreasing premium incomes.17 The problem of sinking premium rates during the early 1920s 
was also a re-occurring theme of the annual reports published by the committee of the International 
Union of Marine Insurance. The sinking premium rates in hull and in cargo insurance were discussed 
in 1923.18  
Additionally, Gjallarhornet reported that when trade became less profitable, ship repairers became 

more frequent, increasing the volume of claims made on Swedish marine insurers.19 Remember from 
the introductory chapter that marine insurers face particular difficulties if damages to hull are not 
attended to as soon as possible; these insurers must then in order to pay the right amount of claims 
estimate how great the costs of repairs would have been if damages had been attended to at once. 
These volumes of claims were elevated also by the fact that Swedish marine insurers during 

previous years had conducted business in countries of weak currencies. In effect, they were exposed to 
the high-amplitude exchange rate fluctuations of the early interwar period, making the relation 
between premium incomes and claims paid on established marine insurance contracts less beneficial, 
corresponding to the first of the two above explicated expectations regarding how interwar Swedish 
marine insurers were struck by currency risks during the early interwar period.20 Remember also that 
previous research has shown that marine insurers of other countries than Sweden were hit by currency 
risks during the interwar period. The worst hit were companies from high inflation countries, such as 
German life insurers working in Switzerland, the Netherlands, and Scandinavia.21 
At the same time, there was a loss of foreign business which during the war had been insured with 

Swedish marine insurers. Remember that during and after World War I the international allocation of 
marine insurance was not only governed by economic rationality, but also by government decrees and 
antipathy among insurers of the countries at war. Gjallarhornet pointed out that the major foreign 
marine risks insured with Swedish insurers had been intermediated by foreign companies in return for 
commissions, which had de facto made the premium incomes too low to cover claims.22 
The present chapter has also shown that after 1921 the premium incomes and returns in Swedish 

marine insurance developed positively. This positive trend is surprising since around 1930 Swedish 
marine insurers considered their business to be in a major crisis. In 1931 Gjallarhornet reported that 
during 1930 the "long foreseen crisis" had occurred in regard to profits and stock dividends, though 
the most severe consequence for Swedish marine insurers was the increased difficulties of obtaining 
reinsurance cover. According to this observer, some Swedish marine insurance companies survived 
only thanks to their investments.23 However, the origins of the crisis were considered to be greatly 
international, and the difficulties experienced by Swedish marine insurers were by international 
standards considered to be of comparatively low severity.24 Also, this crisis was discussed also in 
international forums. At a general meeting of the International Union of Marine Insurance held in 
1929, the chairman articulated the problem: 
 
"There can be no doubt in the mind of any underwriter present at this Meeting but that the rates 
must be increased both for hull and cargo. And yet, especially in respect of cargo, the rates are 
steadily going down. Such is the Situation, and if it were not so exceedingly grave, one would be 
tempted to call it ridiculous."25 

                                                             
17Gjallarhornet 1922, p. 234, 274, Gjallarhornet 1931, p. 5,.  
18 Internationaler Transport-Versicherungs-Verband (1923), p. 16 f. 
19 Gjallarhornet 1922, p. 234. 
20 Gjallarhornet 1922, p. 234, 274. 
21 Borscheid (2007), p. 131. 
22Gjallarhornet 1922, p. 234, 274, Gjallarhornet 1931, p. 5,.  
23 Gjallarhornet 1931, p. 5, 262. 
24 Gjallarhornet 1931, p. 293. 
25 Internationaler Transport-Versicherungs-Verband (1929), p. 25. 



 

 
Also, the British insurance paper Fairplay noted that during 1931 competition increased and premium 
rates fell in cargo insurance due to falling prices in international trade and due to falling volumes of 
traded processed cargo. At the same time, increasing volumes of hull were laid up, decreasing marine 
insurance premium incomes. During 1931, the French cargo insurance incomes decreased by 
approximately 50%. These observations correspond to the above discussed risk of decreasing prices 
and values in trade. Additionally, when cargo prices fell, the value of damaged cargo fell even more 
rapidly, making policyholders more inclined to report also minor claims to their marine insurers.26  
Also during this crisis were currency risks pointed out as aggravating factors; when Britain 

suspended the gold standard, policyholders of British marine insurers could demand claims to be paid 
for example in American dollars or French franc, causing these insurers great losses for example since 
their hull insurance rates were thereby de facto too low. In 1931, a British marine insurer estimated 
that the suspension of the gold standard increased the cost of averages by approximately 20%, while he 
estimated the premium incomes in cargo insurance to decrease by approximately 50%.27 In other 
words, Swedish marine insurers were also during this crisis exposed to currency risks in the first of the 
two above described ways. 

Gjallarhornet highlighted the importance of Britain's suspension of the gold standard also for 
Swedish marine insurers. It was also pointed out that Britain's fall from gold made it more difficult to 
predict the business results in marine insurance.28  
  The positive development of returns in interwar Swedish marine insurance is surprising also since 

after the Second World War, the Swedish Insurance Inspectorate argued that the Swedish marine 
insurance premium rates had sunk during the interwar period, both due to the crisis of the early 1920s, 
and due to the depression of the early 1930s. The Inspectorate however also pointed out that about the 
time of the depression of the early 1930s, the tonnage of the Swedish commercial fleet increased; this 
tonnage increased by one third from 1923 to 1930, and in 1938 was still 20% greater than in 1923.29 
These increases may in turn have increased the number of hull insurance contracts signed with 
Swedish marine insurers, partly explaining the positive development of returns.  
So far, this chapter has discussed the effects of a number of different factors on the returns on 

Swedish marine insurance. In order to statistically estimate these effects, a multivariate regression 
model has been designed. The dependent variable of the tested model is the previously referred to loss 
ratio in interwar Swedish marine insurance, which is calculated as marine claims paid to marine 
premium incomes. 
The first explanatory variable is the annual growth rate of Swedish foreign trade (TRADE). 

Remember that the claims paid during a particular year greatly arise from insurance contracts signed 
and premiums received during previous years. In times of increasing business volumes the loss ratio 
may therefore be expected to decrease. Remember also that moral hazard on behalf of policyholders 
may be expected to occur the most frequently in times of decreasing prices of the insured property, a 
scenario which is likely to occur in times of decreasing business volumes. A negative correlation may 
therefore be expected between the dependent variable and TRADE. 
The second explanatory variable is the annual growth rate of the exchange rate of Swedish to British 

currency (SEKPOU). The present chapter has discussed two mechanisms by which the returns on 
Swedish marine insurance may have been influenced by exchange-rate fluctuations. First, exchange-
rate fluctuations may have influenced the returns on established international marine insurance 
contracts. Second, exchange-rate fluctuations may have influenced the international competitive 
strength of Swedish marine insurers. In order to hypothesise in regard to which exchange-rate 
fluctuations were positive or negative for Swedish marine insurers, knowledge must be possessed on 
the choices of currencies for the formulation of these insurers' marine insurance contracts. In which 
currencies Swedish interwar marine insurers signed marine insurance contracts with policyholders in 

                                                             
26 Gjallarhornet 1931, p. 394-396. 
27 Gjallarhornet 1931, p. 394 f. 
28 Gjallarhornet 1931, p. 394 f. 
29 Försäkringsinspektionen (1954), p. 85. 



 

foreign countries will be investigated in the full doctoral thesis. As for now, no prediction can be made 
regarding the correlation between the dependent variable and SEKPOU. The exchange rate for British 
pounds has been chosen since British marine insurers were leaders in the international market. 
Remember in this context that Gjallarhornet pointed out the major implications of Britain's fall from 
gold in 1931 for the returns on Swedish marine insurance. 
The third explanatory variable is the frequency of total averages (ships lost) of the Swedish 

commercial fleet (TOTAV), calculated as the ratio of this fleet's gross tonnage lost and its total gross 
tonnage. Remember the argument that the claims experiences in interwar Swedish marine insurance 
were probably greatly governed by random factors, such as storms. Total averages are likely to occur 
primarily during storms. A positive correlation may therefore be expected between the dependent 
variable and TOTAV. If, however, this explanatory variable is found not to be statistically significant, 
this probably indicates great importance of minor claims for the total claims experience of the 
companies.30 If so, support would be provided for the above argument proposed by Gjallarhornet that 
the claims experience of Swedish marine insurers was governed by a tendency among ship-owners to 
report minor claims primarily in downward economic trends. 
The fourth explanatory variable is the extent to which the marine insurance companies reinsured 

their marine risks, calculated as the ratio of marine reinsurance premiums paid and total marine 
premium incomes (REINPAI). In regard to this variable, two competing hypotheses may be 
formulated. First, remember from the introductory chapter that the product quality of an insurance 
policy is reduced when the insurer's default risk increases, making insurance purchasers adjust their 
demand prices to the probability of this risk. Since reinsurance cover reduces an insurer's default risk, 
other things remaining equal, an insurer who chooses to procure reinsurance cover will therefore 
insure a greater share of low-risk agents at profitable rates of premiums than previously. Thereby, a 
negative correlation may be expected between the dependent variable and REINPAI. Second, 
remember also from the introductory chapter that it is costly for reinsurers to monitor the 
underwriting activities of his cedars, and that the relation between direct insurers and reinsurers is 
therefore potentially characterised by moral hazard. Most importantly in this context, the ceding 
insurer may engage in more risky business or admit greater liability than he would have done in lack of 
reinsurance cover. In effect, a positive correlation may be expected between the dependent variable 
and REINPAI. 
The fifth explanatory variable is the extent to which the marine insurers received marine 

reinsurance as compared to direct marine insurance, calculated as the ratio of marine reinsurance 
premium incomes and total marine premium incomes (REINREC). Remember from the introductory 
chapter that an aggregate portfolio of reinsurance is likely to be less favourable than a portfolio of 
retained direct business, and that this is so not the least due to potential information asymmetries in 
the relation between cedars and receivers. A positive correlation may therefore be expected between 
the dependent variable and REINREC. 
The sixth explanatory variable is the ratio of commissions paid to agents and the total 

administrative costs of the companies (PROV). Remember that Gjallarhornet discussed the problem 
of major foreign marine risks being intermediated by foreign companies in return for all too high 
commissions, making the remaining premium incomes too low to cover claims. The willingness to pay 
such high premiums indicates a need to rely on intermediaries for the selection of risks, in turn 
indicating a lack of sufficient own knowledge on risks accepted. A positive correlation may therefore be 
expected between the dependent variable and PROV. 
The seventh explanatory variable is a short-term Swedish interest rate (INTR). Remember from the 

introductory chapter that previous insurance research has implied a tendency among insurers to 
charge lower premium rates when the returns on their investments are high, this in order to gain 
profits and market shares. A positive correlation may therefore be expected between the dependent 
variable and INTR. 

                                                             
30 Such results could also be due to tandem fluctuations of premium incomes and claims paid. Remember however that the claims experience of 
interwar Swedish marine insurers fluctuated more than the premium incomes. 



 

The eighth explanatory variable is the organisational form of the companies (ORGF), mutual 
companies being denoted by 0 and stock companies by 1. Remember that the mutual insurers, unlike 
the stock insurers, can collect supplementary premiums if claims are greater than expected. In effect, 
mutual insurers can rely on lower premium rates than stock insurers without having to fear major 
losses. Remember also that according to agency theory the investment returns to policyholders are 
higher in the case of a mutual insurer than in the case of a stock insurer since a mutual insurer must 
pay no stock dividends. For these two reasons, the loss ratio is likely to be higher in the case of a 
mutual insurer than in the case of a stock insurer. A negative correlation may therefore be expected 
between the dependent variable and ORGF. 
Prices in shipping and trade and the aggregated value of shipping are not included in this regression 

model although it has been argued that also these factors influence the returns on marine insurance. 
They have been excluded from this analysis due to problems of multicollinearity in relation to the 
aggregated volumes of trade. All the six correlations among these four variables were statistically 
significant on the 0,01 level. The annual growth rate of Swedish foreign trade was preferred to the 
annual growth rate of Swedish shipping since the growth of shipping is probably spurred by the growth 
of trade. 
The empirical findings show that changes to the explanatory variables account for approximately 

20% of the variance of the loss ratio (Adjusted R Square= 0.192). Furthermore, as can be seen from 
Table 4-1 below, the variance inflation factor (VIF) was for each of the independent variables below 10, 
meaning that the regression model is not associated with any major multicollinearity problems. 

Table 4-1: Regression Results, Dependent Variable: Loss Ratios in Interwar Swedish 

Marine Insurance 1920-1939. 

  Standardised Coefficients Collinearity Statistics 

  Beta t Sig. VIF 

(Constant)   15,168 0,000   

TOTAV -0,098 -1,969 0,050 1,348 

TRADE -0,144 -2,979 0,003 1,264 

PROV 0,134 1,837 0,067 2,898 

REINPAI 0,049 1,033 0,302 1,241 

REINREC 0,258 3,890 0,000 2,385 

SEKPOU 0,084 1,715 0,087 1,311 

INTR 0,246 4,506 0,000 1,613 

ORGF -0,347 -5,049 0,000 2,551 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939. 
 

The corresponding diagnostic analyses have shown that the residuals (the differences between the 
actual and the predicted values of the loss ratio) are greatly normally distributed around the predicted 
values. In effect, no further explanatory variables are likely to have been of the same systematic 
importance during the studied period as the ones taken into account in the above regression model. 
The table shows that all explanatory variables except REINPAI are significant on the 0.1 level.  Since 

REINPAI is not statistically significant, there is no reason to believe that the procurement of marine 



 

reinsurance cover affected the confidence of Swedish marine insurance policyholders in the ability of 
Swedish marine insurers to fulfil their obligations. Neither is there any reason to believe that the 
potential moral hazard in the relation between direct insurers and reinsurers made a difference in 
practice. 
In accordance with expectations, TRADE is negatively correlated with the dependent variable and 

significant on the 0.01 level. In other words, growth of Swedish foreign trade was associated with a low 
loss ratio in marine insurance. 
Contrary to expectations, TOTAV is negatively correlated with the dependent variable and 

significant on the 0.05 level. In other words, a high frequency of total averages was associated with a 
low loss ratio in marine insurance. This is surprising since a high frequency of total averages ought to 
induce a greater number of claims and, in effect, a high loss ratio. These findings may be due to ship-
owners being in great need of utilising their remaining ships when the frequency of total averages is 
high. In effect, they may have neglected minor repairs on a great number of vessels during such years. 
In effect, a great number of minor averages may have been attended to during the following years, 
together amounting to greater claims than the total averages of the preceding years. Such a scenario 
would explain the present findings. 
In accordance with expectations, PROV is positively correlated with the dependent variable and 

significant on the 0.1 level. In other words, the greater the commissions to agents in relation to the 
total administrative costs of the companies, the greater the loss ratio, indicating that a need to rely on 
intermediaries for the selection of risks was negative for the returns on Swedish marine insurance. 
In accordance with expectations, REINREC is positively correlated with the dependent variable and 

significant on the 0.01 level. In other words, the greater the extent to which the companies received 
marine reinsurance as compared to direct marine insurance, the greater the loss ratio. This scenario 
was expected since, as explained previously, the returns are likely to be lower on reinsured business 
than on retained business. 
No expectations were formulated in regard to how a change to the exchange rate of Swedish to 

British currency influenced the returns on interwar Swedish marine insurance. The below table shows 
that SEKPOU is positively correlated to the dependent variable and significant on the 0.1 level. In 
other words, an increase of the Swedish indirect exchange rate to British pounds, corresponding to a 
decrease of the value of Swedish currency, was associated with an increase of the loss ratio in Swedish 
marine insurance. This relation may be explained by either of the two aforementioned mechanisms by 
which the returns on Swedish marine insurance may have been influenced by exchange-rate 
fluctuations. First, depreciation of Swedish currency in relation to the British pound may have made 
the settlement of claims in that currency more expensive for Swedish marine insurers. The same is true 
for the settlement of claims in currencies which were pegged to the British pound. Remember that 
claims may be settled in any part of the world and, in effect, in any currency. Second, devaluation of 
Swedish currency may have made foreign ship and cargo owners consider investments in Swedish 
currency less reliable, making them less inclined than previously to procure marine insurance cover in 
Sweden. Remember in this context from Chapter 3 that the aggregated hull insurance policy amounts 
effected with Swedish marine insurers decreased drastically in 1931, the year of the breakdown of the 
international gold standard. Chapter 3 additionally showed that during the remaining years of the 
interwar period these aggregated insurance policy amounts remained on the level of the total value of 
the Swedish commercial fleet. These facts indicate that devaluation of Swedish currency made foreign 
policyholders turn away from Swedish marine insurers. Further archival studies will be conducted in 
order to determine whether these two explanations hold true. 
Furthermore, in accordance with expectations, INTR is positively correlated with the dependent 

variable and significant on the 0.01 level. In other words, the higher the interest rate, the higher the 
loss ratio. As explained previously, this relation may indicate that interwar Swedish marine insurers 
choose to charge low premium rates when their investment earnings were high, this in order to gain 
market shares. 
Finally, in accordance with expectations, ORGF is negatively correlated with the dependent variable 

and significant on the 0.01 level. In other words, mutual insurers experienced higher loss ratios than 
stock insurers. This was expected since mutual insurers, unlike stock insurers, can collect 



 

supplementary premiums if claims are greater than expected, and since a mutual insurance company 
does not pay stock dividends. 
In summary, the developments of Swedish foreign trade and of the Swedish exchange rate were of 

importance for the returns on Swedish marine insurance, though five additional factors have 
rewardingly been taken into account in the above regression model. 
Finally, remember that the Swedish mutual marine insurers conducted exclusively hull insurance, 

while the stock marine insurers conducted both hull insurance and cargo insurance. It follows that the 
mutual companies were potentially more exposed than the stock companies to changes in shipping, 
while the stock companies were potentially more exposed to changes to the prices and volumes of 
Swedish trade. Therefore, the effects of the discussed independent variables on the returns of Swedish 
marine insurance should also be statistically analysed separately for each of these two groups of 
companies. This will be done in the full doctoral thesis. 

4.3 Concluding discussion 
This chapter has described the growth of Swedish marine insurance during the last two decades before 
World War I, the collapse during the early 1920s, and the subsequent recovery, which stretched over 
the remaining years of the interwar period. 
The 1920s was undoubtedly the most dramatic period of the interwar years. The most important 

conclusion regarding these years is that the premium incomes and returns in Swedish marine 
insurance decreased excessively 1920-1921 and reached unprofitable levels during the early interwar 
period, but eventually recovered. At the same time, there was a loss of foreign business which during 
the war had been insured with Swedish marine insurers. This is not surprising, since during and after 
World War I, the international allocation of marine insurance was not only governed by economic 
rationality, but also by government decrees and antipathy among insurers of the countries at war. 
Remarkably enough, The Great Depression of the early 1930s did not cause the Swedish marine 

insurers difficulties of the same order, though minor decreases of premium incomes and returns did 
occur. One evident explanation for the comparatively minor consequences of The Great Depression is 
that prices and values in Swedish maritime trade decreased less during The Great Depression than 
during the early 1920s.  
Using descriptive statistics, it has been shown that the returns on Swedish marine insurance were 

substantially lower during the interwar period than during the last two decades before World War I. 
However, the expected correlation between interwar returns on marine insurance and the 
development of shipping and trade could only be partially observed. This was so although the interwar 
Swedish marine insurance premium incomes seem to have fluctuated in tandem with prices and values 
in Swedish shipping and trade. The returns were instead governed by other factors through the claims 
experiences, which were not as closely as the premium incomes correlated with developments of prices 
and values in shipping and trade. In particular, hull claims experiences were probably greatly governed 
by other factors, and more precisely by individual occurrences, such as major storms and accidents. 
Contrary to expectations, however, it was not shown that premium incomes and returns on Swedish 

marine insurance fluctuated more during the interwar period than during the last two decades before 
World War I. This was surprising since Swedish marine insurers during the interwar period 
experienced currency risks on a previously not experienced scale. If however the returns of different 
insurers did not fluctuate in tune, these findings do allow for Swedish marine insurers having 
experienced new currency risks, making the returns on individual insurers' marine insurance 
businesses fluctuate more during the interwar period than during the antebellum period. For example, 
some insurers may have been specialised in trade with certain countries. However, if some other 
insurers were specialised in trade with some other countries of other currencies, the fluctuations of 
returns may have compensated each other. The full doctoral thesis will therefore investigate on the 
level of individual companies whether the returns on marine insurance fluctuated more during the 
interwar period than during the antebellum period.  
The positive development of returns throughout the interwar period is remarkable since observers 

at that time considered marine insurance to be in a major crisis, characterised by falling premium 
rates. Also, after the Second World War the Swedish Insurance Inspectorate argued that the marine 



 

insurance premium rates had sunk during the early 1930s. These facts are however compatible with 
the findings of the present thesis since at that time the tonnage of the Swedish commercial fleet 
increased, probably increasing the number of hull insurance contracts signed with Swedish marine 
insurers. It should also be noted that during the early interwar period, the Swedish marine insurance 
newspaper Gjallarhornet considered Swedish marine insurers to be exposed to the risks of decreasing 
prices and values in maritime trade and to currency risks, causing these insurers major losses. 
In order to further investigate the Swedish marine insurance companies’ exposure to risks 

associated with the development of trade and to currency risks, a multivariate regression model was 
designed. It was shown that growth of Swedish trade was positively correlated with the returns on 
Swedish marine insurance, implying that shrinking volumes of trade decreased the returns on marine 
insurance. It was also shown that devaluation of Swedish currency in relation to British currency had 
negative implications for the returns on Swedish marine insurance, implying that such devaluation 
made foreign policyholders turn away from Swedish marine insurers. Thereby, the Swedish 
parliament’s choices of monetary regimes bore practical consequences for Swedish marine insurers. 
Also other factors were shown to have been of importance for the returns on interwar Swedish 

marine insurance. Some of these findings were in accordance with expectations. First, the greater the 
commissions to agents in relation to the total administrative costs of the companies, the lower the 
returns on marine insurance, indicating that a need to rely on intermediaries for the selection of risks 
was negative for the returns on Swedish marine insurance. Second, the greater the extent to which the 
companies received marine reinsurance, as compared to direct marine insurance, the lower the returns 
on their business. This finding was expected since the insurance literature generally suggests that the 
returns are lower on reinsurance than on direct insurance. Third, the higher the short-term Swedish 
interest rates, the lower the returns on Swedish marine insurance, possibly indicating that interwar 
Swedish marine insurers choose to charge low premium rates when the returns on their investments 
were high, this in order to gain market shares. That hypothesis is in accordance with previous 
insurance research. 
Two other findings were more surprising. First, a high frequency of total averages in the Swedish 

commercial fleet was associated with high returns on Swedish marine insurance. This is surprising 
since a high frequency of total averages ought to induce a great number of claims and, in effect, low 
returns. These findings may be due to ship-owners being in great need of utilising their remaining 
ships when the frequency of total averages is high. In effect, they may have neglected minor repairs on 
a great number of vessels during such years. In effect, a great number of minor averages may have 
been attended to during the following years, together amounting to greater claims than the total 
averages of the preceding years. Also surprisingly, the extent to which the insurers procured 
reinsurance cover had no implications for the returns on their marine business. 
Finally, throughout the interwar period, the Swedish marine insurance market became increasingly 

different from the ideal type of perfect market. In such a market, increasing returns are followed by 
entries of new companies, again pushing returns down. In the interwar Swedish marine insurance 
market, by contrast, there were no such counterbalancing forces, and the returns therefore 
continuously increased. This may have been due to the increased cooperation in The Swedish 
Association of Marine Underwriters. Such cooperation may have kept premium rates up and created 
barriers of entry. Cooperation in this association will be a primary focus of the full doctoral thesis. But 
also other strategies for the mitigation of new risks to marine insurers may have been of great 
importance to keep the returns up in interwar Swedish marine insurance. Next chapter will discuss 
two such strategies. 
 



 

 

5 Strategies for risk mitigation 1920-1939 
The previous chapter has shown that the business results in interwar Swedish marine insurance were 
exposed to new and changing risks. Additionally, it was shown in Chapter 2 that the costs associated 
with conducting marine insurance levelled off at a higher level in relation to replacement values in 
maritime trade after than before World War I, hypothetically creating a cost pressure for the marine 
insurance companies. Therefore it is likely that interwar Swedish marine insurers considered 
themselves exposed to new challenges and implemented new or new combinations of strategies to 
offset these challenges by increasing their revenues.  
The present chapter analyses from the external ex-post perspective to what extent interwar Swedish 

marine insurers implemented two of the five sets of strategies defined in the introductory chapter. 
These strategies are: proportionally greater cession than previously of all or of some kinds of marine 
risks to reinsurers and differentiation among insurance lines. Again, this question can only be 
answered provisionally since the internal perspective on Swedish marine insurance is essential for a 
correct understanding of Swedish marine insurers' strategies. These analyses will partly be conducted 
as comparisons with the antebellum period. 
Additionally, in order to estimate the degree of success of cession of marine risks to reinsurers, the 

returns on own marine insurance are compared to the returns on ceded marine reinsurance. 

5.1 Ceded reinsurance 
It is possible that interwar Swedish marine insurers in response to new or changing risks in marine 
insurance ceded a greater share than previously of all or some kinds of their marine risks to reinsurers. 
By doing so, the ceding party does not reduce the new risk exposure of his underwritten business, but 
he does split that risk exposure between himself and his reinsurers, thereby gaining surplus relief. This 
section investigates whether Swedish marine insurers ceded a greater share than previously of all their 
marine risks to reinsurers. 
Diagram 5-1 below shows to what extent marine risks insured with Swedish insurance companies 

were ceded to reinsurers 1893-1939. Again, the choice to include also pre-World War I developments is 
justified since such developments serve as a benchmark for interwar developments. The equal length 
of the chosen interwar and the antebellum periods make them comparable. The marine reinsurance 
companies have been excluded. Remember that the premium incomes of the direct insurance stock 
companies encompass both direct marine insurance premium incomes and marine reinsurance 
premium incomes.  
The most important conclusion to be drawn from the diagram is that the share of marine insurance 

premium incomes passed on to reinsurers was higher during the interwar period than before World 
War I. During the last two decades before World War I, the reinsured share of marine insurance 
premium incomes was approximately 50%. During World War I, however, a substantially greater share 
of marine insurance premium incomes was ceded to reinsurers: 70-80%.  
In 1919 the share of ceded marine insurance premium incomes fell off, however only to again 

increase during the subsequent year. Furthermore, in 1921 this share was back on the highest level of 
World War I. Subsequently, this share again fell off and levelled off not at the antebellum level, but at a 
higher level: slightly less than 60%. 



 

 

Diagram 5-1: Swedish Mutual and Direct Marine Insurance Stock Companies, Ratio 

Marine Reinsurance Premiums Paid to Marine Insurance Premium Incomes, 1862-

1939. Annual Data. 

Source: Calculated from Bergander 1967, Official Statistics of Sweden, Private Insurance Companies 
1913-1939. 

 
It may be concluded that Swedish marine insurers ceded a greater share of all their marine risks to 
reinsurers during the interwar period than during the last two decades before World War I. It remains 
to be investigated whether the increased level of cession of marine risks was a strategy for risk 
mitigation among marine insurers, or simply the outcome of new circumstances, such as the Swedish 
commercial fleet's transformation during World War I, which was described in chapters 2 and 3. It 
could be that this transformation increased demand for certain kinds of hull insurance, which also 
previously were reinsured to a greater share than other kinds of marine insurance. It is worthy of note, 
however, that the ceded share of marine insurance premium incomes peaked a second time in 1921. 
Remember from Chapter 3 that 1921 was the year of major losses in Swedish marine insurance. The 
transformation of the Swedish commercial fleet may hardly explain a peak during one such crucial 
year. It therefore seems likely that the high level of cession during the interwar period was, at least 
partly, a risk mitigation strategy of Swedish marine insurers. 
It also remains to be investigated whether interwar Swedish marine insurers increased cession 

primarily of certain kinds of marine risks. This will be done in the full doctoral thesis.  
It should also be investigated whether it was rewarding for the ceding parties to expand the 

reinsured share of marine insurance premium incomes. In the following two diagrams, the returns on 
the own and the reinsured businesses are shown by two different ratios of costs to incomes. For each 
year, the gap between the two graphs corresponds to the difference between the returns on the own 
marine business and the returns on the reinsured business, the business represented by the lower of 
the two graphs being the more rewarding one. If the retained business is represented by the lower 
graph, the ceding companies gained from ceding marine risks. The ceding companies also gained from 
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reinsurance if the graph representing the ceded business is above one since unprofitable business was 
then transferred to reinsurers. 
Diagram 5-2 below shows the loss ratios in own marine insurance and in ceded marine insurance, 

both ratios calculated as claims paid to premium incomes.1 
Bear in mind that the two graphs do not represent returns on Swedish direct marine insurance and 

reinsurance, but returns on all own marine insurance business, including reinsurance, and returns on 
the business ceded to reinsurers.  
The diagram shows that the own business was the one associated with the lowest loss ratio, meaning 

that the cedars profited from reinsurance. Note also that during the years 1921-1926 the loss ratios in 
ceded reinsurance were on average greater than one. In other words, even though the reinsurers' 
administrative costs have not be taken into account, it can be established that the ceding companies 
during these years profited from the reinsurers making losses. The loss ratio in own marine insurance 
was greater than one only in 1921. 
The diagram also shows that both loss ratios steadily decreased, an indication of the general 

stabilisation of Swedish marine insurance after the collapse of the early 1920s. 

                                                             
1 Note that parts of the reinsured business may very well in turn have been passed on to other reinsurers. Thereby the loss ratio in marine 
reinsurance does not illustrate the returns on the own business of the reinsurers, but the returns on the own business of the reinsurer and on the 
business in turn passed on to other reinsurers. 



 

 

Diagram 5-2: Swedish Marine Insurance Companies, Loss Ratios, Own Marine 

Insurance and Marine Insurance Ceded to Reinsurers, 1920–1939. Annual Data. 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939. 

Note 1: The loss ratios have been calculated as ratios of marine claims paid and marine insurance 
premium incomes. 

Note 2: Remember That It Takes up to Three Years to Settle Claims in Marine Insurance. In Other 
Words, Claims of a Certain Year Arise from the Same Contracts As Premium Incomes of Previous 
Years. 

Note 3: No Administrative Costs Are Included in the Diagram. 

Note 4: Note That the Graphs Would Have Been the Same If the Calculations Had Been Based on 
Fixed Prices. 

 
As previously explained, however, loss ratios are not perfect estimates of returns since they include no 
administrative costs. This fact bears consequences for the present analysis since reinsurers usually pay 
a share of the ceding companies' administrative costs. Therefore Diagram 5-3 below shows the ratio of 
claims and administration to premium incomes in own and ceded Swedish marine insurance 1920-
1939.  
It may be concluded from the diagram that during most years of the 1920s it was rewarding for 

interwar Swedish marine insurers to cede marine risks to reinsurers. Until 1926, with the exception of 
1921, the ratio was lower in the retained than in the ceded businesses. Moreover, the ceded business 
was during these years clearly unprofitable, with costs mostly 20% greater than premium incomes, 
meaning that the cedars profited partly from the reinsurers' losses. However, during the remaining 
years of the period, the ratio was mostly higher in the retained business, meaning that the cedars made 
losses from reinsurance. Still, the cedars may have gained other advantages from reinsurance 
throughout the period, such as income smoothing. 
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Diagram 5-3: Swedish Marine Insurance Companies, Ratios Costs of Claims and 

Administration to Premium Incomes, Own and Ceded Marine Insurance, 1920–1939. 

Annual Data. 

 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939 

Note 1: Remember That It Takes up to Three Years to Settle Claims in Marine Insurance. In Other 
Words, Claims of a Certain Year Arise from the Same Contracts As Premium Incomes of Previous 
Years. 

Note 2: Note That the Graphs Would Have Been the Same If the Calculations Had Been Based on 
Fixed Prices. 
 
In summary, it may be concluded that Swedish marine insurers clearly profited from reinsurance 
during the 1920s, while this is not true for the 1930s if both claims experiences and administrative 
costs are taken into account. Still, they may have gained other advantages from reinsurance 
throughout the period, such as income smoothing. Also, it does not necessarily follow that during the 
1930s the ceded business was profitable to the reinsurers. This is so, since reinsurers must cover their 
own administrative costs, and since it cannot be determined from the above diagrams whether the 
surplus ceded to reinsurers was sufficient to cover such costs. 
It is also worthy of note that administrative costs constituted a greater share of the total costs of 

claims and administration for the reinsurers than for the ceding companies. Since claims experiences 
fluctuate more than administrative costs, such as salaries of actuaries, fluctuations of business results 
probably constituted a greater problem for the reinsurers than for the ceding companies. 
Since reinsurers must cover not only parts of the ceding companies' administrative costs, but also 

their own administrative costs, another point deserving further attention is why the reinsurers during 
the 1920s accepted the unrewarding terms in reinsurance. Three different potential explanations are 
presented in the following.  
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First, ceding companies are entitled to retain a disproportionate share of risks, which are likely to 
induce profits.2 Also, the cedars may have neglected to report to the reinsurers some negative 
properties of the ceded risks, and the reinsurers may have failed to recognize the low quality of these 
risks due to information asymmetries in the marine insurance market. In other words, the reinsurers 
may have been exposed to adverse selection due to moral hazard on behalf of the cedars. Also, the 
ceding companies may have been more generous in the adjustment of claims than they would have 
been in lack of reinsurance cover.  
Second, the ceding companies may have dominated the pricing of risks in the reinsurance contracts 

during these first years of the interwar period when foreign business was withdrawn from the Swedish 
market, forcing the reinsurance companies to accept risks at unfavourable rates. If so, there are 
different potential explanations as to why this was so. It is possible that the Swedish marine 
reinsurance companies in practice acted as subsidiaries of the direct marine insurance stock 
companies, the reinsurance companies thus accepting non-beneficial reinsurance contracts. This 
possibility will be further discussed in Chapter 6.3 Another possible explanation to why the reinsurers 
accepted unprofitable levels of return is that the ceding companies may have possessed the market 
power to price risks in reinsurance. This may have been so since, as described in Chapter 2, foreign 
demand for Swedish reinsurance cover decreased after World War I, creating excess supply of 
reinsurance in the Swedish market. 
Third, as explained previously, the comparatively long time lag between averages occurring and 

claims being paid makes marine insurers vulnerable to decreasing business volumes. If a marine 
insurer experiences decreasing business volumes, his reinsurer will in effect suffer in the same way. As 
shown in Chapter 4, the Swedish direct marine insurance premium incomes decreased in current 
prices 1921-1925. Consequently, the trend ceteris paribus ought to have been the same for ceded 
marine reinsurance. Additionally, remember that Swedish marine insurers 1921-1926 procured 
reinsurance cover for a decreasing share of their marine businesses. Thereby, everything else being 
equal, it is likely that the fall of Swedish marine reinsurance premiums paid remained substantial for a 
greater number of years than the fall of direct marine insurance premium incomes, making the ceded 
business suffer more than the retained business from the time lag between averages occurring and 
claims being paid. 
This hypothesis finds support in Diagram 5-4 below, which shows the annual growth rates of 

Swedish direct marine insurance premium incomes and of the marine reinsurance premiums paid by 
Swedish companies. As can be seen from the diagram, the annual growth rate of the direct premium 
incomes reached a minimum of -50% in 1921, but eventually recovered to be only slightly negative 
from 1923. The annual growth rate of the reinsurance premium paid, by contrast, remained below -
10% all years 1921-1925. This difference, together with the time lag between averages occurring and 
claims being paid, partly explains why the returns on the reinsured business remained negative all 
years 1921-1926, while the returns on the retained business were negative only in 1921.  

                                                             
2 Golding (1965), p. 16, Cockerell (1984), p. 64. 
3 It should be realised that this explanation does not imply that marine reinsurance was generally less profitable than own marine insurance. This 
is so, since also the direct marine insurance stock companies conducted reinsurance. In effect, it explains why risks ceded to reinsurance 
companies were less beneficial than the own business of all Swedish marine insurers. The returns on risks ceded to reinsurance companies may 
then have lowered the average of reinsured risks so as to correspond to the above findings. 



 

 

Diagram 5-4: Swedish Marine Insurance Companies, Direct Marine Insurance Premium 

Incomes, Marine Reinsurance Premiums Paid. Annual Growth Rates 1920–1939. 

Annual data. Current Prices in SEK. 
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Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939. 
 

In summary, it has been established that Swedish marine insurers ceded a greater share of their 
marine risks during the interwar period than during the antebellum period. It has also been 
established that cession of marine risks to reinsurers was profitable to the ceding companies during 
most years of the 1920s. Finally, the returns were negative on the reinsured marine business 1921-
1926. It has been discussed why the reinsurers accepted these unprofitable levels of return. First, the 
reinsurers may have failed to recognize the low quality of these risks due to information asymmetries 
in the marine insurance market. Second, the ceding companies may have dominated the pricing of 
risks in the reinsurance contracts, for example if the Swedish reinsurance companies in practice acted 
as subsidiaries of direct insuring companies. Third, during the early 1920s, the time lag between 
averages occurring and claims being paid may have had more severe consequences for the reinsured 
business than for the retained business. This was so, since the reinsurance premiums paid decreased 
substantially for a greater number of years than the direct marine insurance premium incomes. 

5.2 Diversification among insurance lines 
Apart from reinsurance, diversification among insurance lines is a possible strategy to offset the 
challenges to marine insurers discussed in chapters. It is possible that the new or changing risks in 
interwar Swedish marine insurance also made the Swedish marine insurers accept a broader or a 
narrower selection of risks than previously. The companies may have responded by becoming more or 
less diversified since, as explained in the introductory chapter, every company is faced with a trade-off 
between obtaining maximum utilisation of its firm-specific knowledge, and obtaining risk dispersion. 
This is so, since a company accepting only a narrow selection of risks will obtain maximum utilisation 
of its firm-specific knowledge, but will, on the other hand, be highly vulnerable to market fluctuations. 
By contrast, a company accepting a broad selection of risks will avoid excessive risk exposure, but will, 
on the other hand, not maximally utilise its firm-specific knowledge. 



 

In the following, it is analysed whether the Swedish marine insurers broadened or narrowed their 
selections of underwritten risks in regard to the selection of insurance lines. This analysis relies on 
insurance premium incomes from different lines of insurance. Diagram 5-5 below shows how great a 
share the aggregated marine insurance premium incomes constituted of total premium incomes of 
Swedish marine insurance companies. The mutual marine insurance companies have been excluded 
since they conducted exclusively marine insurance.4 Among the total premium incomes of reinsurance 
companies, also the direct non-marine premium incomes are included. In other words, all premium 
incomes of these companies are included. 
The sloping shape of the two graphs shows that Swedish marine insurers diversified their insurance 

business throughout the period, the exception being the last two years before the outbreak of World 
War II. This trend was as strongest during the troublesome years 1920-1926 and, for the reinsurance 
companies, also during the four years following the Swedish suspension of the gold standard in 1931. 
As a result, the marine insurance premiums’ share of total premium incomes was approximately 
halved from 1920 to 1936 in both groups of companies. 
One further result deserving attention is that the reinsurance companies throughout the period 

relied on a higher degree of diversification than did the direct insurance companies. 

Diagram 5-5: Swedish Marine Insurance Stock Companies, Ratio Marine Insurance 

Premium Incomes to Total Insurance Premium Incomes, 1920–1939. Annual data. 
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Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939. 

 
It remains to be investigated whether this trend of diversification was the result of strategic choices 
among marine insurers or rather the result of new business circumstances. Remember in this context 
that Swedish marine insurance premium incomes decreased excessively during the early 1920s. This 
development may explain the trend of diversification during the first years of the interwar period. 

                                                             
4 Official Statistics of Sweden, Private Insurance Companies 1920-1939. 



 

However, the persistence of this trend throughout the interwar period indicates that the diversification 
among insurance lines was a choice of strategy. 
Whether the observed trend of diversification was a consequence of choices of strategy can also be 

determined by an investigation of whether the interwar Swedish marine insurance companies entered 
into new lines of insurance. Therefore, Table 5-1 below shows in which lines of insurance the 16 
Swedish direct marine insurance stock companies engaged during the interwar period. The table 
includes engagements both in direct insurance and in reinsurance. 
The most important conclusion to be drawn from the table is that the direct marine insurance stock 

companies broadened the scope of their insurance business during the interwar period, not only as 
regards total premium incomes, but also as regards the number of insurance lines. In 1920, 8 of the 16 
companies engaged in non-marine insurance, but in 1939 all the 14 companies did, which had survived 
until then. Also, in 1939, 13 of these 14 surviving companies engaged in more lines of insurance than in 
1920. 
This diversification of the insurance business can be allocated both to the turbulent years 1920-

1928, when the total number of marine insurance companies decreased, and to the less disruptive 
years 1929-1939, when the number of companies remained constant.  
First; in 1928 10 of the 14 companies engaged in more insurance lines than in 1920, while 2 engaged 

in fewer lines, and 2 did not change the scope of their insurance business. During that period, several 
companies embarked on fire insurance; in 1920 only 4 of the direct marine insurance stock companies 
engaged in fire insurance, but in 1928 11 companies did. Only one of the 14 companies did not engage 
in fire insurance during any year between 1920 and 1939. 
This diversification process continued during the latter part of the period. In 1939 11 of the 14 

companies engaged in more insurance lines than in 1929. 
Diversification was partly achieved by engagements in reinsurance in lines where direct insurance 

was not conducted. In 1920, only 4 of the 14 companies, which existed throughout the period, provided 
reinsurance in lines where they did not provide direct insurance. For 1939 the numbers are almost 
reversed; 9 of the 14 companies did provide reinsurance in lines where they did not provide direct 
insurance, while 5 did not. 
Considering the fact that during the boom of World War I a number of  previously non-marine 

companies entered the marine insurance market, it could be expected that such newcomers relied on 
marine insurance premium incomes to a smaller extent than the long established companies. Contrary 
to expectations, however, in 1920 all companies earned more than 50% of their premium incomes in 
marine insurance.5  
It is also worthy of note that the two companies which earned the greatest share of their premium 

incomes in non-marine lines were Fylgia and Hansa. Fylgia had entered the marine insurance market 
in 1916, while Hansa had been active in the marine insurance market since its foundation in 1905. 
During the years 1920-1930 Fylgia decreased its marine share of total premium incomes from 55% to 
15%, while Hansa decreased its marine share of total premium incomes from 62% to 36%. These 
shares practically remained constant for the remaining years of the interwar period. In summary, these 
two companies fared the same destiny of decreasing reliance on marine insurance although their 
different pre-World War I experiences were different.6 

Table 5-1: Lines of Insurance Conducted by Swedish Direct Marine Insurance Stock 

Companies 1920-1939. 

Company: Lines of insurance conducted 1920-1939:1) 

Gauthiod 

Marine insurance.  

Exclusively in reinsurance: (1926-) fire, (1926-) credit, (1927-) car, 

                                                             
5 Official Statistics of Sweden, Private Insurance Companies 1920. 
6 Official Statistics of Sweden, Private Insurance Companies 1920-1939. 



 

(1928-1936) burglary, (1928-1935) glass, (1928-1929) fidelity, (1928-
1937) water damage, (1929-1937) liability, (1929-) accident, (1934-) life, 
(1935-) traffic insurance 

Stockholms Sjö 

Marine insurance.  

Exclusively in reinsurance: (1935-) fire insurance 

Ägir 

Marine insurance.  

Exclusively in reinsurance: (1935-) fire, (1938-) liability insurance 

Ocean 

Marine, fire, burglary, water damage, fidelity, (-1921) riot and civil 
commotion, (1929-) liability, (1931-) glass insurance.  

Exclusively in reinsurance: (1936-) non-marine and non-air transport, 
(1936-) traffic, (1936-) car, (1938-) accident, (1939-) machinery, (1939-) 
rain insurance 

Sveriges Allmänna 

Marine (in 1930 also air transport) insurance.  

Exclusively in reinsurance: (1925-) fire, (1931-) air transport insurance 

Vega Transport insurance. All business until 1922 

Sjöass.Komp. 

Marine (from 1934 all non-air transport, from 1935 all transport, from 
1939 again only marine) insurance.  

Exclusively in reinsurance: (1923-) fire, (1934-1936) accident, (1934-
1935) liability, (1934-) water damage, (1935-) burglary insurance 

Öresund 

Marine insurance.  

Exclusively in reinsurance: (1923-) fire, (1937-) car, (1938-) accident, 
(1938-) liability insurance 

Nordisk Yacht7 

Marine, car, (1929-) traffic, (-1937) accident insurance. 

Exclusively in reinsurance: (-1927) liability, (-1926) burglary, (-1927) 
water damage, (1921-1924) luggage insurance 

Hansa 

Marine (1929- also air transport), accident, liability, fire, burglary, glass, 
water damage, fidelity, machinery, windstorm, (1921-) credit, (1924-) 
car, (1929-) traffic insurance 

Fylgia 

Transport, accident, liability, car, burglary, glass, water damage, (1921-) 
fidelity, (1921-) jewellery, (1923-) fire, (1923-) credit, (1923-) 
machinery, (-1929) aviation, (1932-) traffic insurance.  

Exclusively in reinsurance: (-1920) fidelity, (-1922) fire insurance 

Svenska Lloyd Transport, fire insurance. 1922 also accident, liability, car, burglary, glass, 

                                                             
7 The company was founded in 1898 as a mutual company, but was converted into a limited company in 1904. (Official Statistics of Sweden, 
Private Insurance Companies 1920, p. 108.) 



 

fidelity, water damage insurance. All business until 1922 

Atlantica 

Marine, (1926-1930) credit, (1927-1935) fire insurance. 

Exclusively in reinsurance: (1926-1938) accident, (1926-) liability, (1926-
) car, (1926, 1936-) fire, (1926-) burglary, (1926-1938) glass, (1926-) 
water damage, (1930-1932) machinery, (1931-1938) credit, (1935-) 
traffic insurance 

Heimdall 

Transport (1929- with the exception of air transport), accident, liability, 
car, burglary, (1922-) fidelity, (1924-) glass, (1924-) water damage, 
(1926-1930) credit, (1929-) traffic, (1934-) fire, (1938-) bicycle 
insurance. 

Exclusively in reinsurance: (-1921) aviation, (1926-1934) fire insurance 

Svenska Veritas 

Marine, fire, (1925-1934) burglary insurance.  

Exclusively in reinsurance: (1930-) air transport, (1934-) accident, (1934-
) liability, (1934-1936) car, (1934-) burglary insurance 

Mälaren 

Marine, fire, (1931-) liability, (1931-) burglary, (1931-) glass, (1931-) 
water damage, (1933-) traffic, (1933-) car, (1934-) accident, (1938-) 
bicycle insurance. 

Exclusively in reinsurance: fidelity, machinery, (1925-1932) car, (-1930) 
water damage, (-1930) burglary, (1930-1932) traffic insurance 

1) Unless otherwise stated these lines of insurance were conducted all years 1920-1939. 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939. 

Note: In the Official Statistics distinctions between different kinds of transport insurance are made 
only from 1929. Therefore, if some companies conducted also non-marine transport insurance before 
1929, that business is not included in the above table. 

 
Table 5-2 below correspondingly shows in which lines of reinsurance Swedish marine reinsurance 
companies engaged during the interwar period. Remember though that only 4 of the 12 reinsurance 
companies survived throughout the period. Note also that 4 of the 12 marine reinsurance companies 
existing in 1920 provided non-marine direct insurance; Globus, Tellus, Securitas and Iris. That direct 
business, however, is not included in the table. 
As can be seen from the table, there was a trend of diversification not only among the direct marine 

insurance stock companies, but also among the marine reinsurance companies. 
Already in 1920 all 12 companies engaged in non-marine reinsurance. In 1939, however, 3 of the 

four surviving companies conducted more lines of reinsurance than in 1920. This diversification took 
place primarily during the period 1929-1939; 1 of these 4 companies was engaged in more insurance 
branches in 1928 than in 1920, while 1 was engaged in a smaller number of branches and 2 in the same 
number of branches. By contrast, all 4 were engaged in more insurance branches in 1939 than in 1929. 
In regard to the marine share of total premium incomes, there were greater differences among the 

marine reinsurance companies than among the direct marine insurance stock companies. The extreme  
among the reinsurance companies was Securitas, which earned only approximately 2% of its premium 
incomes in marine insurance. Apart from Securitas, the company of the smallest marine share of total 
premium incomes was Aurora, which in 1920 earned 21% of its premium incomes in marine 
insurance. During the interwar period, this share continuously fell, reaching approximately 10%. Also 
Hermes and, during the latter part of the period, Stella earned similar shares of their premium 



 

incomes in marine insurance and experienced the same trend of decreasing reliance on marine 
insurance.8 

Table 5-2: Lines of Reinsurance Conducted by Swedish Marine Reinsurance Companies 

1920-1939. 

Company: Lines of reinsurance conducted 1920-1939:1) 

Union 
Marine, (-1921, 1925-) fire, (1930-) liability, (1931-) glass, (1939-) 
burglary insurance 

Securitas 

(-1927) Transport, accident, liability, car, burglary, glass, water damage, 
fidelity, (1925-1926) aviation, (1926-1928) luggage, (1926-1928) credit, 
(1927-) fire, (1928) postal matter, (1929-) traffic, (1929-) non-marine 
transport insurance 

Aurora 

Marine (from 1934 all non-air transport), fire, (1925-) car, (1926-1930, 
1939) burglary, (1926-1929, 1939) water damage, (1935-) traffic, (1939-) 
accident, (1939-) liability, (1939-) fidelity insurance 

Hermes Transport, fire, (-1926) life insurance. All business until 1927 

Stella 

Marine, (1929-) air transport), accident, liability, car, fire, burglary, glass, 
water damage, fidelity, machinery, windstorm, (-1921, 1936-) pet, (1921-) 
credit, (1935-) traffic, (1938-) life insurance 

Amphion Marine, fire, (-1920) riot and civil commotion, (1938-) liability insurance 

Rea 
Transport, accident, liability, fire, (1921-) credit, (1921-1924) burglary, 
(1922-1924) fidelity, (1924-) car insurance. All business until 1925 

Globus 
Transport, accident, liability, car, fire, burglary, glass, water damage, 
fidelity, (-1921) machinery insurance. All business until 1922 

Tellus 

Transport, accident, liability, car, credit, fire, burglary, glass, fidelity, (-
1923) machinery, (-1923) water damage, (1923-) luggage insurance. All 
business until 1925 

Svenska Minerva 
Transport, accident, liability, car, fire, burglary, glass, pet, fidelity, 
machinery, water damage, credit insurance. All business until 1922 

Europa 

Transport, accident, liability, fire, luggage, burglary, fidelity, machinery, 
water damage, glass, (-1920) postal matter, (1921-) riot and civil 
commotion insurance. All business until 1923 

Odeion Transport, fire insurance. All business until 1923 

Iris2) 
Non-air transport, accident, liability, fire, traffic, car, burglary, glass, fidelity, 
water damage, life, (1938-) bicycle insurance 

1) Unless otherwise stated these lines of insurance were conducted all years 1920-1939. 
2) This overview of the business conducted by Iris only accounts for the period from 1934 - the year the company started providing marine 
insurance. 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939. 

                                                             
8 Official Statistics of Sweden, Private Insurance Companies 1920-1939. 



 

Note 1: In the Official Statistics distinctions between different kinds of transport insurance are made 
only from 1929. Therefore, if some companies conducted also non-marine transport insurance before 
1929, that business is not included in the above table. 

Note 2: Globus, Tellus, Securitas and Iris provided non-marine direct insurance, but that business is 
not included in this table. 

 
It may be concluded that interwar Swedish stock marine insurers accepted an increasingly broad 
selection of risks, for example moving into fire insurance. These insurers broadened the scope of their 
business both as regards premium incomes from non-marine lines of insurance and as regards the 
number of non-marine lines in which they were engaged. Both these trends persisted throughout the 
interwar period. This was probably done in order to avoid new or changing risks in marine insurance. 
Due to this development, the Swedish marine insurers probably utilised only a decreasing share of 
their firm-specific knowledge, but in turn obtained risk dispersion. 

5.3 Concluding discussion 
The previous chapter showed that the business results in interwar Swedish marine insurance were 
exposed to new and changing risks. Additionally, it was shown in Chapter 2 that the costs associated 
with conducting marine insurance levelled off at a higher level in relation to replacement values in 
maritime trade after than before World War I, hypothetically creating a cost pressure for the marine 
insurance companies. The present chapter has shown that interwar Swedish marine insurers 
responded to such changes by modifying their strategies for risk mitigation.  
First, the present chapter has shown that during the interwar period, Swedish marine insurers 

ceded a greater share than before World War I of their marine risks to reinsurers, possibly in response 
to new risks. It is also possible, however, that this development was the outcome of changing 
circumstances, such as the Swedish commercial fleet's transformation during World War I, but this 
scenario is unlikely since the ceded share of marine insurance premium incomes experienced a local 
peak in 1921, the year of major losses in Swedish marine insurance. The transformation of the Swedish 
commercial fleet may hardly explain a peak during one such crucial year.  
The chapter has also argued that increasing cession of marine risks was a clearly profitable strategy 

during most years of the 1920s. The chapter has not, however, assessed whether reinsurance gained 
the ceding companies other advantages, such as effective protection against catastrophic losses. This 
will be done in the full doctoral thesis. Also, the returns were negative on the reinsured marine 
business all years 1921-1926. It has been discussed why the reinsurers accepted these unprofitable 
levels of return. First, the reinsurers may have failed to recognize the low quality of these risks due to 
information asymmetries in the marine insurance market. Second, the ceding companies may have 
dominated the pricing of risks in the reinsurance contracts, for example if the Swedish reinsurance 
companies in practice acted as subsidiaries of direct insuring companies. Third, during the early 
1920s, the time lag between averages occurring and claims being paid may have had more severe 
consequences for the reinsured business than for the retained business. This is so, since the volumes 
reinsurance premiums paid decreased substantially for a greater number of years than the direct 
marine insurance premium incomes.  
The chapter has also established that interwar Swedish marine insurers accepted an increasingly 

broad selection of risks, for example moving into fire insurance. These insurers broadened the scope of 
their business both as regards premium incomes from non-marine lines of insurance and as regards 
the number of non-marine lines in which they were engaged. Both these trends persisted throughout 
the interwar period. Thereby risk dispersion was probably obtained, but, on the other hand, the 
utilisation of firm-specific knowledge probably decreased. In 1931, Gjallarhornet, the newspaper 
edited by Swedish marine insurers, observed and appreciated this trend of risk dispersion, indicating 
that it was a rewarding strategy.9  

                                                             
9 Gjallarhornet 1931, p. 262. 



 

The trend among marine insurers of moving into non-marine lines was not unique to the Swedish 
context. For example, there was a similar trend in the Spanish insurance market.10 
Next chapter assesses the consequences of new risks and new strategy implementation for the 

Swedish interwar marine insurance market structure and for the business results of marine insurers. 

                                                             
10 Pons (2007), p. 60, 63. 



 

 

6 Market structure and profits 1920-1939 
Previous chapters have shown that the interwar period saw changes to the risks in Swedish marine 
insurance and the strategies implemented by marine insurers. Under such circumstances, it is likely 
that comparative advantages were redistributed among marine insurance companies since they 
probably adjusted to new circumstances with different degrees of success. The present chapter 
therefore analyses the consequences of these changes for the Swedish marine insurance market 
structure and for the profits of Swedish marine insurers.  
The consequences to the marine insurance market structure are first discussed in regard to the 

market shares of the three different groups of Swedish marine insurance companies; direct insurance 
stock companies, mutual companies, and reinsurance companies.  
The analysis of market shares is followed up with an analysis of entries and exits within the three 

groups of companies, and fluctuations of each company's business volumes are described.  
For a correct assessment of the level of competition, and, in effect, of the market structure, also the 

relations between the companies must be identified since some companies may in practice have acted 
as subsidiaries of other companies. As was shown in Chapter 2, it is particularly likely that reinsurance 
companies acted as subsidiaries of direct insurance companies. Therefore, the final part of this chapter 
discusses both formal and informal relations between Swedish marine insurance companies, and 
between direct marine insurance stock companies and reinsurance companies in particular. 
The final part of the chapter discusses how the new risks and strategies influenced the profits on the 

total businesses of marine insurers, including non-marine insurance and investments.  

6.1 Stock, mutual, and reinsurance companies 
This section compares the developments of market shares of the three different groups of insurance 
companies. Diagram 6-1 below shows the different groups of Swedish marine insurance companies' 
shares of total Swedish gross marine insurance premium incomes on an annual basis 1920-1939.  
Since previous chapters have shown that Swedish marine insurance premium incomes and returns 

fluctuated greatly during the 1920s, but remained comparatively constant during the 1930s, it is not 
surprising that the below diagram shows noteworthy changes to the sizes of market shares during the 
1920s, but hardly during the 1930s. This difference is unsurprising also since during the years 1913-
1928 the number of Swedish marine insurance companies first increased from 19 to 34, and 
subsequently decreased between 1922 and 1928, levelling off at 22. During the 1930s, by contrast, the 
only change was that two companies entered the market in 1934.1  
The specialised reinsurance companies were the ones to experience the greatest changes to their 

market share. This market share peaked in 1921 at slightly below 20%, but subsequently decreased 
until 1926, levelling off for the rest of the interwar period at approximately 5%. The mutual companies, 
by contrast, increased their market share during the 1920s. This market share increased from slightly 
below 15% in 1921 to approximately 25% during the early 1930s. During the latter half of the 1930s, 
this market share again decreased, reaching 15%. The direct insurance stock companies were the ones 
to experience the smallest change to their market share, consistently commanding 70% of the total 
marine premium incomes. During the last years before the Second World War this market share 
increased to 80%. 

                                                             
1 See the following three tables. 



 

 

Diagram 6-1: Swedish Marine Insurance Companies, Different Groups' Shares of 

Swedish Gross Marine Insurance Premium Incomes, 1920–1939. Annual data. 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939. 

 
Due to the comparatively great changes to the sizes of market shares during the 1920s, entries and 
exits ought to have been more frequent in the Swedish marine insurance market during the 1920s than 
during the 1930s. The following section will discuss whether this was actually the case.  

6.2 The individual Swedish marine insurance companies 
In the following, the business volumes of the individual companies of the three different groups will be 
identified. In connection with this, entries and exits will be discussed.  

6.2.1 Direct insurance stock companies 

Table 6-1 below shows when the direct insurance Swedish marine insurance stock companies started 
their business, whether they stopped conducting insurance during the studied period, when they 
provided marine insurance, and how their premium incomes fluctuated. 
As can be seen from the table, no new companies were founded during the period, but 2 of them 

stopped conducting insurance in 1922; Vega made bankruptcy and Svenska Lloyd entered into 
liquidation.2 Additionally, The Stock Insurance Company Svenska Veritas entered into liquidation in 
1924 and its whole business was assigned to the new company The Marine and Fire Stock Insurance 
Company Svenska Veritas.3 
Ocean earned the greatest premium incomes throughout the period, though Hansa earned similar 

premium incomes in the direct aftermath of the crisis of the early 1920s. Also, Atlantica earned similar 
premium incomes. 

                                                             
2 Official Statistics of Sweden, Private Insurance Companies 1923, p. 2. 
3 Official Statistics of Sweden, Private Insurance Companies 1934, p. 262. 
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It is worthy of note that new companies did not necessarily conduct a small scale business. For 
example, Atlantica was one of the greatest companies only a few years after its foundation. Also 
Svenska Lloyd belonged to this group of companies, though existing only 1916-1922. 

Table 6-1: Swedish Direct Marine Insurance Stock Companies 1920-1939, Founding 

Years, the Years Marine Insurance was Conducted, and Premium Incomes 1913, 1920, 

1925, 1930, 1935. Fixed Prices in 1000 SEK of 1913. 

Premium incomes during [1000 SEK]: Company: Business 

conducted:1 

Marine 

insurance 

conducted:1 1913 1920 1925 1930 1935 

Gauthiod 1863 – 1863 –  2 350 2 201 1 329 1 632 1 423 

Stockholms 
Sjö 

1867 – 1867 –  
1 861 1 956 1 283 1 375 1 099 

Ägir 1872 – 1872 –  2 317 2 349 1 161 1 218 1 094 

Ocean 1872 – 1872 –  4 479 5 583 2 130 2 791 2 340 

Sveriges 
Allmänna 

1873 – 1873 –  
2 363 1 778 1 105 1 491 1 243 

Vega 1882 – 1922 1882 – 1922 1 128 1 335 - - - 

Sjöassurans
- kompaniet 

1889 – 1889 –  
1 043 956 577 730 858 

Öresund 1890 – 1890 –  1 750 1 825 839 1 148 1 192 

Nordisk 
Yacht4 

1904 – 1904 –  
126 122 120 136 153 

Hansa 1905/19132– 1905 –  1 750 3 108 2 135 2 155 2 210 

Fylgia 1881 – 1916 –  - 1 519 773 930 1 040 

Svenska 
Lloyd 

1916 – 1922 1916 – 1922 
- 4 066 - - - 

Atlantica 1916 – 1916 –  - 4 481 1 780 2 077 1 645 

Heimdall 1900 – 1917 –  - 818 850 1 475 976 

Svenska 
Veritas 

1917/1924 – 1917 –  
- 1 977 1 145 1 928 712 

Mälaren 1918 – 1918 –  - 1 031 599 591 658 

1) If no final year is stated the business was still conducted in 1939. 

                                                             
4 The company was founded in 1898 as a mutual company, but was converted into a limited company in 1904. (Official Statistics of Sweden, 
Private Insurance Companies 1920, p. 108.) 



 

2) The Stock Insurance Company Hansa entered into liquidation in 1913 and its whole business was 
assigned to The New Stock Insurance Company Hansa. (Official Statistics of Sweden, Private 
Insurance Companies 1920, p. 108.) In 1929 the name of this company was changed to The Stock 
Insurance Company Hansa. (Official Statistics of Sweden, Private Insurance Companies 1940, p. 58.) 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939, 
Swedish Historical National Accounts 1800-2000. 

Note: The Deflator used is a Private Services Deflator. 

 
The reason for the liquidations of Vega, Svenska Lloyd, and Svenska Veritas was that insufficient 
savings had been made during the rapid expansion starting during late World War I. First, Vega's 
losses had been greater in 1921 than is accounted for in the official statistics of that year, because no 
savings had been made for unsettled reinsurance premiums. Instead, unsound investments had been 
made, which were to cause the company great losses already within one year. Severance payments and 
the decision of the majority shareholder to settle the investment in the company's shares gave the 
company the final blow, and it filed for bankruptcy in June 1922.5 

Svenska Lloyd had embarked on investments, which caused great losses.6 The Swedish Insurance 
Inspectorate had concluded already in 1920 that the reserves of Svenska Lloyd were too low and that 
its share value was overestimated. The company entered into liquidation in November 1922 because its 
funds and full share value had been used up.7  

Svenska Veritas expanded rapidly after its establishment in 1917, but its funds were not increased 
accordingly. In consequence, the company needed a reconstruction in 1924.8 

6.2.2 Reinsurance companies 

In Table 6-2 below the corresponding data has been compiled for the Swedish marine reinsurance 
companies; when the companies started their business, whether they stopped conducting insurance 
during the studied period, when they provided marine insurance, and how their premium incomes 
fluctuated. 
The table shows that one new reinsurance company was founded during the period; Odeion in 1920. 

Additionally, the general insurance company Iris embarked on marine reinsurance in 1934. 
A more dramatic observation, however, is that 8 of the 12 marine reinsurance companies stopped 

conducting marine reinsurance between 1922 and 1927. 7 of these 8 companies exited all lines of 
insurance, while Securitas remained active in non-marine lines. Among the 7 perishing companies 
were the 6 most recently founded ones.  

Svenska Minerva filed for bankruptcy in 1922, while six companies entered into liquidation: Globus 
in 1922, Europa in 1923, Odeion in 1923, Rea in 1926, Tellus in 1926, and Hermes in 19279. 
Again, new companies did not necessarily conduct a small scale business. Throughout the interwar 

period Stella and Amphion, both founded during World War I, were the two Swedish marine 
reinsurance companies, which earned the greatest premium incomes. During its short existence, also 
Svenska Minerva earned similar premium incomes.   
It is important to note, however, that also the Swedish direct insurance marine insurance stock 

companies offered marine reinsurance. On the other hand, Globus, Tellus, Securitas and Iris provided 
direct insurance in other lines than marine insurance.10 

                                                             
5 Official Statistics of Sweden, Private Insurance Companies 1923, p. 2. 
6 Gjallarhornet 1922, p. 234. 
7 Official Statistics of Sweden, Private Insurance Companies 1921, p. 2 f. 
8 Englund (1982), p. 128 f. 
9 Official Statistics of Sweden, Private Insurance Companies 1927, p. 2. Regarding Globus:  Official Statistics of Sweden, Private Insurance 
Companies 1922, Part II, p. 40. 
10 Official Statistics of Sweden, Private Insurance Companies 1920-1939. 



 

Table 6-2: Swedish Marine Reinsurance Companies 1920-1939, Founding Years, the 

Years Marine Insurance was Conducted, and Premium Incomes 1913, 1920, 1925, 1930, 

1935. Fixed Prices in 1000 SEK of 1913. 

Premium incomes during [1000 SEK]: Company: Business 

conducted:1 

Marine 

insurance 

conducted:1 1913 1920 1925 1930 1935 

Union 1888 – 1888 –  424 88 110 143 161 

Securitas 1896 – 1906 – 1927 6 5 2 - - 

Aurora 1896 – 1915 –  - 100 76 132 68 

Hermes 1897 – 1927 1915 – 1927 - 144 87 - - 

Stella 1898 – 1915 –  - 1 192 541 319 235 

Amphion 1916 – 1916 –  - 1 181 1 044 1 287 804 

Rea 1917 – 19262 1917 – 1925 - 752 340 - - 

Globus 1917 – 1922 1917 – 1922 - 803 - - - 

Tellus 1918 – 19262 1918 – 1925 - 462 185 - - 

Svenska 
Minerva 

1919 – 1922 1919 – 1922 - 
1 250 - - - 

Europa 1918 – 1923 1919 – 1923 - 845 - - - 

Odeion 1920 – 1923 1920 – 1923 - 421 - - - 

Iris 1914 – 1934 –  - - - - 23 

1) If no final year is stated the business was still conducted in 1939. 

2) The company entered into liquidation during 1926, but is not included in the official statistics of that 
year. 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939, 
Swedish Historical National Accounts 1800-2000. 

Note: The Deflator used is a Private Services Deflator. 
 

In 1921 Svenska Minerva had lost half its share capital, and in July 1922 The Swedish Insurance 
Inspectorate reported to the board of the company that it considered two thirds of the company's 
share capital used up. Consequently, the company by law had to enter into liquidation. In August the 
company filed for bankruptcy.11 
In 1920 The Swedish Insurance Inspectorate had found the financial status of Globus so poor, that 

it demanded all the company's risks to be reinsured by one single company. In June 1922 the company 
entered into liquidation.12 It was merged with its parent company.13 

                                                             
11 Official Statistics of Sweden, Private Insurance Companies 1922, p. 3. 
12 Official Statistics of Sweden, Private Insurance Companies 1922, p. 3. 



 

In these difficult times, one strategy for the avoidance of exiting the market seems to have been to 
merge with another marine reinsurance company. In 1923 Odeion merged with Amphion.14 In 1926 
the business of Rea was settled by Atlantica.15 That same year the business of Tellus was settled by 
Svenska Veritas.16 
In 1927, Skåne bought Hermes and assumed its business on terms "extraordinarily beneficial" to the 

owners of Hermes.17 
Unfortunately, it has not been possible to establish why Europa exited the Swedish marine 

reinsurance market. 

6.2.3 The mutual companies 

Table 6-3 below shows the same data for the Swedish mutual marine insurance companies; when the 
companies started conducting insurance, whether they stopped doing so during the studied period, 
and when marine insurance was conducted. 
In regard to the number of companies, the mutual companies did not experience the same trends as 

the stock companies; during World War I and the post-war boom, the number of companies did not 
increase, but decreased from 6 to 7. Also, the minor company Skyddskassan entered the market in 
1934. This lack of disruptions is hardly surprising since, as shown previously, the size of the mutual 
companies' market share changed comparatively little. 

Elfsborg entered into liquidation in 1922/1923.18 Robur entered into liquidation in 1927.19 Note that 
both these companies were of recent origin and conducted only minor business volumes. 

The Swedish Steam Ship Insurance Association was by far the greatest mutual marine insurance 
company throughout the period. 

Table 6-3: Swedish Mutual Marine Insurance Companies 1920-1939, Founding Years, 

the Years Marine Insurance was Conducted, and Premium Incomes  1913, 1920, 1925, 

1930, 1935. Fixed Prices in 1000 SEK of 1913. 

 Premium incomes during [1000 SEK]: Company: Business 

conducted:1 

Marine 

insurance 

conducted:1 1913 1920 1925 1930 1935 

Sveriges Ångf. 1872 – 1872 –  5 321 7 642 3 458 4 880 3 905 

Norrlands Ångf. 1886 – 1886 –  1 375 634 668 758 617 

Sydsv.-Ångf. 1907 – 1907 –  654 293 331 419 358 

Robur (sjö) 1910 – 1927 1910 – 1927 352 116 61 - - 

Protection & 
Indemnity 

1911 – 1911 –  
191 64 213 338 266 

Elfsborg 1916 – 1922 1916 – 1922 - 89 - - - 

Skyddskassan 1934 – 1934 –  - - - - 9 

                                                                                                                                                                                              
13 Gjallarhornet 1922, p. 233. 
14 Englund (1982), p. 137. 
15 Official Statistics of Sweden, Private Insurance Companies 1926, p. 24 f. 
16 Official Statistics of Sweden, Private Insurance Companies 1926, p. 28. 
17 Englund (1982), p. 195. 
18 Official Statistics of Sweden, Private Insurance Companies 1923, p. 2. 
19 Official Statistics of Sweden, Private Insurance Companies 1928, p. 2. 



 

1) If no final year is stated the business was still conducted in 1939. 

Source: Calculated from Official Statistics of Sweden, Private Insurance Companies 1920-1939, 
Swedish Historical National Accounts 1800-2000. 

Note: The Deflator used is a Private Services Deflator. 
 

6.2.4 Diverging trends 

It may be concluded that different kinds of marine insurance companies fared differently during the 
post-World War I boom as regards the market shares in Swedish marine insurance. These groups also 
fared differently during the subsequent deflation crisis. It remains to be investigated where the these 
differences were primarily due to the organisational forms of the companies or due to other factors, 
such as the companies conducting different kinds of marine insurance.  
In this context it is worthy of note that previous research has discussed the importance of 

organisational forms for controlling claims experiences in interwar Swedish property fire insurance. 
The conclusion drawn in that study, however, is that other determinants of claims were more 
important in that market than organisational form, such as firm size and the level of reinsurance 
cover.20 

6.3 Connections between the companies 
It has been shown that the interwar Swedish marine insurance market became increasingly 
concentrated, measured through the number of companies. However, the decisions of a company may 
in practice be controlled by another company, for example through direct ownership, but also 
informally. Therefore, both the formal and the informal connections between the Swedish marine 
insurance companies must be discussed for a correct understanding of the marine insurance market 
structure. Otherwise, the level of concentration may be underestimated. 
Few connections between the mutual marine insurance companies can be proven. It is worthy of 

mention, however, that The Swedish Steam Ship Insurance Association founded a subsidiary in 1911; 
Protection and Indemnity. The parent company conducted hull insurance, while the subsidiary 
provided third-party liability insurance for ship-owners.21 
The following descriptions regard direct marine insurance stock companies and marine reinsurance 

companies. Since the primary focus of this part is on relations between direct insurance stock 
companies and reinsurance companies, only a few remarks will be made regarding relations between 
direct insurance marine insurance stock companies. 

6.3.1 Connections between direct marine insurance companies 

During the interwar period there was a new trend in Swedish insurance of creating major insurance 
groups. This trend may be seen as the initial phase in a process in which several Swedish insurance 
companies merged after World War II.22 
The actual starting point of this process was when the fire insurance company Fenix bought 

Heimdall in 1925 in order to broaden the scope of its business. This strategy of buying already existing 
insurance companies greatly replaced the previously widely implemented strategy of establishing 
subsidiaries in order to enter new lines of insurance. From 1928, the two companies had the same 
executive manager, and, subsequently, the boards of the companies became identical. In 1942 
Heimdall in turn bought Nordisk Yacht in order to increase the marine insurance business. Nordisk 
Yacht primarily insured minor boats, and had personal ties to KSSS (The Royal Swedish Sailing 
Society). In 1949 the Fenix group was bought by Thule.23 

                                                             
20 Adams et. al. (2009a). 
21 Englund (1982), p. 47. 
22 Englund (1982), p. 165 ff, 559. 
23 Englund (1982), p. 165 ff, 559. 



 

There were other similar tendencies of formations of insurance groups. From 1927 the majority of 
Svenska Veritas' shares were held by the life and fire insurance company Svea. However, these shares 
were sold in 1939 since the parent company was in great need of liquidity.24 
Before that, however, in 1934, Svea and Svenska Veritas had jointly acquired all the shares of 

Sjöassuranskompaniet. This company had greatly focused on supplying the Johnson trade and 
shipping group with marine insurance, though the greatest shareholder was the executive manager of 
Göteborgsbanken. The company continued to focus on the Johnson group. In 1943 Svea sold its 
shares to Ocean.25 
In 1933, the general insurance company Iris and the three marine insurance companies Stockholms 

Sjö, Ägir and Öresund were joined by a means not previously adopted in Swedish insurance; the 
formation of a holding company.26 From then on these 4 companies were joined by the holding 
company Æquitas to the Öresund group. This measure was taken in response to falling ship prices 
during the 1920s and to The Great Depression of the early 1930s having severe consequences for 
Swedish marine insurance.27 In practice, Öresund and Iris dominated the group, and Æquitas bought 
the majority of Stockholms Sjö's and Ägir's shares.28 In 1944 a reinsurance company was founded, 
Æquitas Re, dominated by Öresund and the Gothenburg-based Atlantica.29 
1944-1945 a new holding company was formed to create the Argo group, consisting of the 

Stockholm-based Sjöassuranskompaniet and the three Gothenburg-based companies Gauthiod, 
Ocean, and Sveriges Allmänna. This was done in order to counterbalance the Öresund group. In 
practice there existed a division of markets between the two groups from about 1948.30 

6.3.2 Connections between direct stock and reinsurance companies 

Although the interwar period saw the new trend of founding Swedish insurance groups, it may be 
suspected that some of the reinsurance companies still acted as subsidiaries of the direct marine 
insurance stock companies. Therefore also the relations between the marine reinsurance companies 
and the direct marine insurance stock companies deserve attention. 
The oldest Swedish marine reinsurance company to persist throughout the interwar period was 

Union, which was founded in 1888 by Ocean. Ocean was also the primary initiator of the two 
Gothenburg-based companies Amphion (1916) and Odeion (1919), though these companies had ties to 
most other Gothenburg-based insurance companies, and to the marine insurance companies in 
particular. 31 Amphion constitutes an extreme case since it seems to have been managed jointly by a 
number of Swedish direct marine insurance companies. In 1922, Amphion had 14 board member 
connections to 9 other Swedish marine insurance stock companies. Of these 9 connections, 5 were the 
executive managers of 5 different direct marine insurance stock companies: Ocean, Atlantica, 
Gauthiod, Sveriges Allmänna, Öresund. Additionally, Amphion had 4 board member connections to 
marine reinsurance companies. It is also worthy of mention that Amphion had 6 board members in 
common with the reinsurance company Odeion, among these the executive managers of both 
companies.32 
The foundation of the reinsurance company Aurora was initiated in 1896 by the life and fire 

insurance company Skåne. Aurora was to provide Skåne with fire reinsurance cover. However, Aurora 
was not formally a subsidiary of Skåne, but was founded by persons taking an interest in the business 
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of Skåne. Subsequently, Skåne acquired the majority of Aurora's shares.33 Aurora remained a 
subsidiary of Skåne throughout the interwar period.34 
Also the reinsurance company Hermes provided Skåne with reinsurance cover, and has sometimes 

been described as a subsidiary, but there were initially no formal ties. It was founded in 1897 on the 
initiative of, among others, financiers attached to Skånska Handelsbanken.35 In 1927, Skåne bought 
Hermes and assumed its business on terms "extraordinarily beneficial" to the owners of Hermes.36 
In 1914 Iris was founded as a sickness and accident insurance company, but during the early 

interwar period sickness insurance proved unsatisfactorily profitable, and the company therefore 
broadened the scope of its business. In 1933 Iris was one of the initiators of the above discussed 
holding company Æquitas. That same year new shares were emitted and offered to Öresund and 
Skåne. Subsequently, Öresund acquired more and more shares in Iris, making Öresund and Skåne the 
primary shareholders. In 1934, Iris embarked on marine reinsurance.37 
Some additional ties between direct marine insurance stock companies and marine reinsurance 

companies are indicated by the composition of company boards since no less than 8 of the 12 
reinsurance companies had at least one board member in common with at least one direct marine 
insurance stock company.38 
The first tie regards Stella, which in 1915 had been transformed from a glass insurance company to a 

reinsurance company.39 In 1922 Stella and Hansa had the same executive manager and another two 
board members in common.40 In 1940 the two companies had “joint management”; they had their 
chairman of the board and one of the executive managers in common.41 
Second, the reinsurance company Tellus had 4 board members in common with the direct marine 

insurance stock company Svenska Veritas, among these the executive managers, the chairmen and the 
deputy chairmen of both companies.42 In this context it should be borne in mind that, as pointed out 
above, the business of Tellus in 1926 was settled by Svenska Veritas.43 
Third, one of the reinsurance company Europa's board members was also the deputy executive 

manager of the direct marine insurance stock company Mälaren.44 
Fourth, the reinsurance company Rea had three board members in common with the direct marine 

insurance stock company Atlantica.45 Remember that in 1926 the business of Rea was settled by 
Atlantica.46 
Finally, Securitas had one board member in common with the direct marine insurance stock 

company Nordisk Yacht.47 This is interesting since Securitas reinsured the risks of Nordisk Yacht.48 

6.3.3 Conclusions 

In the interwar Swedish marine insurance market, the real decrease in competition was probably 
greater than mirrored by the development of the number of companies and premium incomes of 
individual companies. This is so, since the interwar period saw the first formations of Swedish 
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insurance groups. These insurance groups were created at least partly in response to the decreasing 
opportunities for trade during the early 1930s, and they were achieved both through the formation of 
holding companies and through transactions of share capital. Also, the present chapter has shown that 
a substantial share of the Swedish marine reinsurance companies may in practice have acted as 
subsidiaries of Swedish direct marine insurance stock companies. 

6.4 The development of profits 
The changing risks and strategies in interwar Swedish marine insurance probably influenced not only 
the marine insurance market structure, but also the marine insurance companies' profits. If the 
strategy implementation was successful, the returns on the total business fluctuated less than the 
returns on marine insurance, depicted in Chapter 4, never to reach unprofitable levels. 
In Diagram 6-2 below the total profits earned are shown as a share of total incomes. The most 

important conclusion to be drawn from the diagram is that the marine insurance companies' total 
business never induced true losses, though profits reached below 3% of total incomes from 1920 to 
1923, in 1928, and from 1938 to 1939. 
After the fall of 1921-1922, the profits rapidly increased from slightly more than 1% of total incomes 

in 1922 to slightly more than 5% in 1926. Around 1929, there was again a local dip, probably due to the 
stock market crash of 1929. From 1929 to 1934 was again an upward trend, reaching slightly above 4% 
of total incomes. Subsequently profits decreased until the outbreak of the Second World War. 

Diagram 6-2: Swedish Marine Insurance Companies, Ratio Total Profits to Total 

Incomes, 1920–1939. Annual Data. 
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In summary; the Swedish marine insurance companies never experienced true losses during the 
interwar period. This is noteworthy since the marine insurance business during some years induced 
losses, as described in Chapter 4. Remember also from Chapter 3 that the costs associated with 
conducting marine insurance, such as salaries, levelled off at a higher level after than before World 



 

War I. Hypothetically, this may have created a cost pressure for the marine insurance companies, but 
the above findings show that it did not cut the returns to unprofitable levels. These facts indicate 
successful strategy implementation on behalf of marine insurers. 

6.5 Concluding discussion 
This chapter has described the consequences of new risks and strategies in interwar Swedish marine 
insurance by analysing changes to the marine insurance market structure and to the profits of marine 
insurers.  
Though the market shrunk and grew excessively during the 1920s, the Swedish direct marine 

insurance stock companies continuously commanded 70% of total premium incomes. The market 
share of specialised reinsurance companies by contrast decreased from slightly less than 20% during 
the early interwar period to less than 10 % during the latter half of the period. The same conclusions 
may be drawn from fluctuations of the number of companies in the different groups of marine 
insurance companies; the number of direct stock companies remained comparatively constant, while 
the number of reinsurance companies decreased by two thirds from 1922 to 1928. Among the 8 
reinsurance companies exiting the market were the 6 most recently founded ones. Remember in this 
context from Chapter 4 that the Swedish insurance newspaper Gjallarhornet did not consider the exit 
of some newly founded companies with high-risk business strategies to be solely negative since such 
companies had been created to cater for the extreme demand of World War I and were therefore not 
"equipped to pertain in normal times, when war insurance is no longer needed and war time levels of 
profit are not to be achieved".49 These exits may thereby be considered a normalisation of the Swedish 
marine insurance market. The mutual marine insurance companies' market share reached a peak 
during the early 1930s, but the number of companies within this group remained comparatively 
constant throughout the interwar period. 
Why different kinds of marine insurance companies fared so differently during the early interwar 

period is the most important issue raised in the present chapter. These differences may for example 
have been due to different kinds of companies conducting different kinds of marine insurance, 
exposing them to different risks, or due to the companies having different organisational forms, 
causing differences in strategy implementation.  
The crisis of the early 1920s was greatly isolated to the marine segment of the Swedish insurance 

market. In fact, most Swedish insurance companies, which exited the Swedish market during the first 
years of the 1920s, did so due to poor results on their marine businesses.50 This collapse of marine 
insurance during the early 1920s was not unique to Sweden. The substantial number of bankruptcies 
and liquidations of marine insurance companies was discussed in a committee annual report of the 
International Union of Marine Insurance in 1923. It was stated that "the time of disasters" had not 
passed, though bankruptcies and liquidations had become less common since 1922.51 
Denmark constitutes a clear example; 38 reinsurance companies were founded in 1910-1919, but 21 

of these companies were in liquidation in 1927.52 Also in Norway a great number of marine insurers 
were founded during World War I. In both these countries, the new companies primarily focused on 
marine war insurance, thereby supplementing insurance provided by public institutions.53 
The Great Depression of the early 1930s did not cause the Swedish marine insurance companies 

difficulties of the same order as the crisis of the early 1920s. Premium incomes did not by far decrease 
as much, there were no bankruptcies, and already in 1934 one mutual company and one reinsurance 
company entered the market. The better results during the early 1930s than during the early 1920s 
may partly have been due to the fact that there were during the early 1920s a great number of newly 
founded marine insurance companies of high-risk business strategies and scarce reserves. During the 
early 1930s, the Swedish insurance newspaper Gjallarhornet by contrast described Swedish insurance 
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companies as "exquisitely solid" in comparison to foreign companies.54 Additionally, it was argued in 
Chapter 4 that Swedish marine insurers may during the interwar period increasingly skilfully have 
controlled their claims experience.  
Remember also from Chapter 4 that the returns on Swedish marine insurance developed positively 

during the majority of interwar years, an observation which is hardly compatible with the ideal type of 
a perfect market. Since the present chapter has additionally shown that the interwar Swedish marine 
insurance market was increasingly concentrated and since the returns on Swedish marine insurance 
developed positively during the interwar period, the overall impression is that the interwar Swedish 
marine insurance market became increasingly stable, moving further away from the ideal type of a 
perfect market.  
It has been concluded that the interwar Swedish marine insurance market probably for different 

reasons saw a real decrease in competition. Most obviously, the number of Swedish marine insurance 
companies decreased during the interwar period. However, the real decrease in competition was 
probably greater than mirrored by such facts since the interwar period saw the first formations of 
Swedish insurance groups. These insurance groups were created at least partly in response to the 
decreasing opportunities for trade during the early 1930s, and they were achieved both through the 
formation of holding companies and through transactions of share capital. The present chapter has 
also shown that a substantial share of the Swedish marine reinsurance companies may in practice have 
acted as subsidiaries of Swedish direct marine insurance stock companies, limiting competition 
between reinsurance companies and direct marine insurance stock companies. Additionally, the direct 
insurance stock companies were specialised in cargo insurance, while the mutual companies rather 
were specialised in hull insurance, limiting competition between stock and mutual insurers.  
The present chapter has also described the consequences of new risks and strategies for the profits 

of the marine insurance companies. Although the marine insurance business during some years 
induced losses, the Swedish marine insurance companies never experienced true losses. Thereby the 
interwar Swedish marine insurers probably mitigated the new risks to their marine businesses 
successfully. 
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7 Results and implications 
Marine insurance has developed in tandem with maritime trade. Swedish marine insurance constitutes 
an example thereof, since marine insurance, foreign shipping, and foreign trade developed along 
similar lines during the 19th century Swedish industrialisation. 
During World War I, demand for Swedish marine insurance increased, both in Sweden and abroad, 

and both public and private Swedish marine insurance expanded. The war also spurred the 
modernisation of the Swedish commercial fleet, and resulted in that fleet to a greater extent than 
before the war being owned by Swedes. Internationally, World War I brought public regulation, which 
caused disintegration of the international marine insurance market, and this trend of disintegration 
continued also after the war. 
For these reasons, it was expected that during the interwar period the Swedish commercial fleet and 

Swedish marine insurers depended on each other for premium incomes and marine insurance cover. 
The first research question addressed these issues: 
 
1. To what extent did interwar Swedish marine insurance companies insure Swedish ships and 

cargo and to what extent were Swedish ships and cargo insured by interwar Swedish marine 
insurers? 
 

The present thesis has argued that during the interwar period Swedish maritime trade and Swedish 
marine insurance greatly depended on each other for marine insurance cover and marine insurance 
premium incomes. Thereby Swedish marine insurers were probably affected by the fact that after 
World War I the trends of incomes in Swedish maritime trade and marine insurance were not as 
similar as before the war. For example, during the 1930s, revenues both from maritime trade and from 
marine insurance decreased, though the revenues from marine insurance more rapidly. Also, the costs 
associated with providing marine insurance, such as the salaries of actuaries, were greater in relation 
to the prices of the insured goods than had been the case before the war. These trends probably 
inflicted a pressure on the marine insurance companies to continuously cut their costs or increase their 
business volumes.  
Due to the interwar Swedish marine insurers' reliance on the Swedish commercial fleet for marine 

premium incomes, it was expected that the business results in interwar Swedish marine insurance 
partly depended on the development of Swedish shipping and trade. It was also expected that the 
international monetary instability of the interwar period influenced the business results in Swedish 
marine insurance. The second research question addressed these issues: 
 
2. How did changes to the risk environment of interwar Swedish marine insurance influence 

business results in that business? 
 

The present thesis has shown that the business results in Swedish marine insurance partly depended 
on the positive development of business volumes in Swedish shipping and trade. It was also 
established that devaluation of Swedish currency in relation to British currency had negative 
implications for the returns on Swedish marine insurance, implying that such devaluation made 
foreign policyholders turn away from Swedish marine insurers. Thereby, the Swedish parliament’s 
choices of monetary regimes bore practical consequences for Swedish marine insurers.  
Since the Swedish marine insurers had not experienced rapid fluctuations of trade or high-

amplitude currency fluctuations during the last two decades before World War I, it was expected and 
shown that the returns on Swedish marine insurance were lower during the interwar period than 
during these last two pre-war decades.  
Also other factors than risks in trade and monetary risks were shown to have been of importance for 

the returns on interwar Swedish marine insurance. Some of these findings were in accordance with 
expectations. First, the greater the commissions to agents in relation to the total administrative costs 
of the companies, the lower the returns on marine insurance, indicating that a need to rely on 
intermediaries for the selection of risks was negative for the returns on Swedish marine insurance. 



 

Second, the greater the extent to which the companies received marine reinsurance, as compared to 
direct marine insurance, the lower the returns on their business. This finding was expected since the 
insurance literature generally suggests that the returns are lower on reinsurance than on direct 
insurance. Third, the higher the short-term Swedish interest rates, the lower the returns on Swedish 
marine insurance, possibly indicating that interwar Swedish marine insurers choose to charge low 
premium rates when the returns on their investments were high, this in order to gain market shares. 
That hypothesis is in accordance with previous insurance research. 
Another finding was more surprising; a high frequency of total averages in the Swedish commercial 

fleet was associated with high returns on Swedish marine insurance. This is surprising since a high 
frequency of total averages ought to induce a great number of claims and, in effect, low returns. These 
findings may be due to ship-owners being in great need of utilising their remaining ships when the 
frequency of total averages is high. In effect, they may have neglected minor repairs on a great number 
of vessels during such years. In effect, a great number of minor averages may have been attended to 
during the following years, together amounting to greater claims than the total averages of the 
preceding years.  
The present thesis has also discussed how the Swedish fluctuations of trade and the Swedish 

exchange rate fluctuations affected the development of business results in Swedish marine insurance 
during different parts of the interwar period. The 1920s was undoubtedly the most dramatic period of 
the interwar years. The most important conclusion regarding these years is that both prices and values 
in Swedish maritime trade and the premium incomes and returns in Swedish marine insurance 
decreased excessively and reached clearly unprofitable levels. Also, during the early interwar period, 
the Swedish marine insurance newspaper Gjallarhornet considered Swedish marine insurers to be 
exposed to the risks of decreasing prices and values in maritime trade. This observer also considered 
the Swedish marine insurers to be exposed to currency risks, causing them major losses. This crisis 
was isolated to the marine segment of the Swedish insurance market, and most Swedish insurance 
companies, which exited the Swedish market during the first years of the 1920s, did so due to poor 
results on their marine businesses. 
The remaining years of the interwar period constituted a long run recovery. The Great Depression of 

the early 1930s did not cause the Swedish marine insurers difficulties of the same order, though minor 
decreases of premium incomes and returns did occur. One evident explanation for the comparatively 
minor consequences of The Great Depression is that prices and values in Swedish maritime trade 
decreased less during The Great Depression than during the early 1920s. Still, observers at that time 
considered marine insurance to be in a major crisis, characterised by falling premium rates. This fact is 
however compatible with the findings of the present thesis since at that time the tonnage of the 
Swedish commercial fleet increased, probably increasing the number of hull insurance contracts 
signed with Swedish marine insurers. Also during this crisis did contemporary observers consider 
Swedish marine insurers to be exposed to currency risks in the aftermath of the general abandonment 
of the international gold standard. 
It is the general assumption of the present thesis that the interwar Swedish marine insurers had to 

respond to the new fluctuations of Swedish trade, to the new amplitudes of Swedish exchange rate 
fluctuations, and to the increasing cost pressure in marine insurance. The third research question 
addressed in what ways these insurers responded: 
 
3. Which strategies did the interwar Swedish marine insurance companies implement in response 

to new or changing risks to their marine businesses? 
 
The present thesis has shown that the interwar Swedish marine insurers probably responded to the 
new risks and to the increasing cost pressure by increasing the level of cession to reinsurers. This 
cession was a clearly profitable strategy during most years of the 1920s. This thesis has also shown that 
the returns were negative on the reinsured marine business all years 1921-1926, possibly due to 
information asymmetries in the marine insurance market. The ceding companies may also have 
dominated the pricing of risks in the reinsurance contracts, for example if the Swedish reinsurance 
companies in practice acted as subsidiaries of direct insuring companies. A third proposed explanation 



 

for the negative returns on the reinsured marine business is that during the early 1920s the time lag 
between averages occurring and claims being paid may have had more severe consequences for the 
reinsured business than for the retained business. This is so, since the reinsurance premiums paid 
decreased substantially for a greater number of years than the direct marine insurance premium 
incomes.  
The present thesis is also shown that the strategies of risk mitigation probably also encompassed 

increasing the level of differentiation among insurance lines. This trend persisted throughout the 
interwar period. These findings call for further investigations in the full doctoral thesis regarding 
whether these changes were due to deliberate modifications of business strategies, or simply the 
outcomes of changing business circumstances. 
Finally, the present thesis has described the consequences of new risks and strategies in interwar 

Swedish marine insurance. The fourth research question addressed these issues: 
 
4. How did changing risks and strategies in interwar Swedish marine insurance influence the 

market structure in that business and the business results of interwar Swedish marine insurers? 
 

The greatest interwar changes to the Swedish marine insurance market structure occurred during the 
1920s. However, even during that decade, changes to the balance between stock and mutual marine 
insurers were minor; though the market shrunk and grew excessively, the Swedish direct marine 
insurance stock companies throughout the interwar period commanded more than 70% of total 
premium incomes. Still, during the crisis of the 1920s, these companies were substantially worse off 
than the mutual companies. The reinsurance companies, however, were the worst off; their market 
share decreased from slightly less than 20% to less than 10%. During the 1920s, the number of 
Swedish marine insurance companies decreased from 34 to 22. The number of reinsurance companies 
decreased from 12 to 4, while the aggregated premium incomes of these companies decreased by three 
fourths. Some of these exiting companies had been created to cater for the extreme demand of World 
War I, and the decrease in the number of companies may therefore be considered a normalisation of 
the Swedish marine insurance market. As compared to the crisis of the early 1920s, The Great 
Depression of the early 1930s had comparatively minor consequences for Swedish marine insurers: 
premium incomes decreased far less, there were no bankruptcies, and already in 1934 one mutual 
company and one reinsurance company entered the market. Still, due to the crisis of the 1920s, the 
total number of Swedish marine insurance companies decreased during the interwar period.  
But the real decrease in competition was probably even greater than mirrored by the development of 

the number of companies and the premium incomes of individual companies. This is so, since the 
interwar period saw the first formations of Swedish insurance groups. These insurance groups were 
created at least partly in response to the decreasing opportunities for trade during the early 1930s, and 
they were achieved both through the formation of holding companies and through transactions of 
share capital. Additionally, a substantial share of the Swedish marine reinsurance companies may in 
practice have acted as subsidiaries of Swedish direct marine insurance stock companies. 
The present thesis has also showed that even though the marine insurance business during some 

years induced losses interwar Swedish marine insurers never experienced true losses on their total 
businesses. Thereby it was indicated that the strategy implementation of interwar Swedish marine 
insurers was successful. 
Since the interwar Swedish marine insurance market was increasingly concentrated and since the 

returns on Swedish marine insurance developed positively during the interwar period, the 
maintenance of cooperation in marine insurance unions probably became less difficult. Since the 
importance of such cooperation increased and since the returns on marine insurance developed 
positively, the overall impression is that the interwar Swedish marine insurance market became 
increasingly stable, moving further away from the ideal type of a perfect market. 



 

7.1.1 Objectives for the remaining work 

A number of hypotheses have been suggested to explain the established developments of the interwar 
period, and further analyses will be conducted to establish explanations with greater certainty. The 
most central additional tasks for the full doctoral thesis are outlined in the following. 

7.1.1.1 The internal perspective 
A primary task will be to establish which changes interwar Swedish marine insurers saw to their risk 
environments, which strategies they sought to implement in response to these changes, and to what 
extent they considered such implementation successful.  
As regards analyses of strategy implementation, the full doctoral thesis will analyse the use of all five 

sets of strategies defined in the introductory chapter of the present licentiate thesis. There will be a 
special focus to the second of the five sets of strategies; greater or smaller participation than previously 
in cooperation in marine insurance unions. This is justified since such cooperation was of increasing 
importance to Swedish marine insurers during interwar period; it was formalised into the Swedish 
Association of Marine Underwriters in 1918, and was extended in 1935.1 Also, as explained in the 
introductory chapter, marine insurance is more vulnerable to economic fluctuations than other lines of 
property insurance since it is exposed to risks deriving from a great number of fields of economic 
activity, including banking and foreign change. Additionally, the risks for which insurance cover is 
effected in marine insurers are highly diverse since they concern as different entities as hull, cargo and 
the liability of insurers. The great vulnerability and the likewise great diversity of marine insurance 
make collusion within this line further interesting since these characteristics probably made it difficult 
to obtain sufficient information for the establishment of appropriate tariffs and, in effect, made 
collusion difficult. Comparisons between The Association of Marine Underwriters and the Swedish 
Fire Tariff Insurance Association will probably enhance the understanding of the particularities of 
collusion in marine insurance. 
Since the archival material at hand is most comprehensive, these analyses will primarily focus on 

some years, which in the present licentiate thesis have proven particularly critical, such as the end of 
and the aftermath of World War I and the initial years of The Great Depression around 1930. 
These analyses will draw primarily on discussions and minutes from board meetings of the unions 

and of individual member companies. The main archives to be used are the ones of The Swedish 
Association of Marine Underwriters, an association of stock companies, and The Swedish Steam Ship 
Insurance Association, which was the greatest Swedish mutual marine insurance company. Thereby, 
the perspectives of both stock marine insurers and mutual marine insurers are incorporated in the 
study. The Swedish Association of Marine Underwriters dealt with risk mitigation in issues most 
relevant to marine insurers, a fact which is highlighted by the fact that this union somewhat later (the 
1940s) was listed in the cartel register of The Swedish Insurance Inspectorate. 
These sources can be supplemented with monographs edited during the interwar period on the 

studied marine insurance companies and with other sources edited by the companies, such as Svensk 
Försäkrings Årsbok, an annual publication on developments in Swedish insurance. 

7.1.1.2 Institutional theory 
The full doctoral thesis will be rooted in institutional theory. There are several reasons why this will 
probably be rewarding.  
As regards formal institutions, remember that public institutions and laws were of importance to 

Swedish marine insurance in different ways during different parts of the interwar period. As just 
described, the Swedish state was an important actor in the Swedish marine insurance market until the 
early 1920s. Later, the state became more prominent in the role of legislator and inspector. In 1927, 
after five years of bankruptcies among marine insurers, the Swedish insurance law of 1903 was 
supplemented by a law regarding the formulation of insurance contracts. Furthermore, during the 
1930s, in particular from 1935, increasing public intervention in private insurance was a re-occurring 
theme in the Swedish national polity, making the Swedish Insurance Inspectorate an important actor.  
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Additionally, the interwar period saw increasing informal collaboration between the Inspectorate 
and the companies.  
In effect, a focus on the role of formal institutions (in this case public institutions and laws 

regarding insurance) in regard to marine insurance is important for a correct understanding of risk 
mitigation in interwar Swedish marine insurance.  
As regards the role of informal institutions for the formulation of insurance contracts, such as 

norms associated with such measures, it has been argued in the present licentiate thesis that the 
interwar Swedish marine insurers throughout the interwar period probably increasingly skilfully 
controlled their claims experience. Thereby it is indicated that these companies' conceptions of 
causality in insurance markets were increasingly adapted to the new economic and regulatory context 
of the interwar period. Such conceptions may for example regard how policyholders are inclined to act 
under certain business circumstances. Therefore it will probably be rewarding to also include in the 
theoretical framework theories on the development of such informal institutions, probably with a focus 
on organisational learning. 

7.1.1.3 Stock vs. mutual insurers, direct vs. indirect marine insurance 
In analyses of risk exposure and risk mitigation, the full doctoral thesis will focus on Swedish marine 
insurance as a whole, as has been done in the present licentiate thesis. It will additionally compare 
different segments of the market. In the latter kinds of analyses, the doctoral thesis will compare direct 
marine insurance stock companies, mutual marine insurance companies, and marine reinsurance 
companies. This thesis will also compare direct marine insurance to marine reinsurance. In practice, 
this means that the analyses of chapters 4 and 5 will be conducted separately for different kinds of 
companies and for different kinds of marine insurance. 
It is likely that marine insurers of different organisational forms responded differently to the new 

challenges of the interwar period since, as was explained in the introductory chapter, companies of 
different organisational forms have different options, strengths, and weaknesses when facing new 
challenges. Since both mutual and stock companies have been firmly established in the Swedish 
marine insurance market from the 19th century, it is empirically justified to distinguish between 
mutual and stock companies in further investigations. Also, in history, insurance regulation, which 
sets limits to the actions of insurers, has probably improved the long-term credibility of insurance 
stock companies and thereby benefited them in relation to mutual insurance companies.2 This fact 
may have implications for the coming analyses since, as described previously, Swedish insurance 
regulation was extended during the interwar period, though not with as far-reaching consequences as 
before World War I or after the Second World War.  
Comparisons between direct marine insurance stock companies, mutual marine insurance 

companies, and marine reinsurance companies will draw on agency theory and on theories on the 
relation between direct insurers and reinsurers.  
Also, the present licentiate thesis has shown that marine reinsurance companies may often have 

acted as subsidiaries of direct insurance companies. Thereby also the analytical distinction between 
direct insurance and reinsurance companies is empirically justified. 
As previously highlighted, marine insurance greatly depends on reinsurance for risks dispersion. It 

has also been shown in the present thesis that there was a highly developed reinsurance market at the 
outset of the interwar period. Since marine reinsurance at that time constituted more than an offshoot 
of and was essential to direct marine insurance, it is empirically justified to distinguish between 
strategy modifications in direct marine insurance and in marine reinsurance. Additionally, as 
explained previously, it is widely recognized that in practice an aggregate portfolio of reinsurance risks 
will be less favourable than a portfolio of retained direct business. It is also for this reason justified to 
distinguish between risk mitigation processes in direct marine insurance and in marine reinsurance.  
How profits are distributed between direct insurers and reinsurers is partly determined by the 

formulations of reinsurance contracts. Also, different kinds of reinsurance contracts are to different 
extents associated with information asymmetries between direct insurers and reinsurers. In effect, the 

                                                             
2 Swiss Re (1999), p. 6, 11. 



 

choice of reinsurance contracts may explain differences in regard to returns between direct insurance 
and reinsurance. The full doctoral thesis should therefore also investigate what kinds of reinsurance 
contracts were used in interwar Swedish marine insurance.  
In order to clarify this point, two central distinctions between different kinds of reinsurance 

contracts are presented in the following. 
First, it may be distinguished between reinsurance contracts which rely on different methods for the 

determination of reinsurance premium rates. According to the method used, such a contract may be 
classified either as proportional or non-proportional reinsurance. The term proportional indicates that 
the reinsurer will participate in liabilities, premium incomes, and losses with the same proportional 
share. In non-proportional reinsurance the liability of the reinsurer will attach only if the loss has 
exceeded a certain fixed amount, for which the cedar remains liable. Although there are methods for 
preliminarily calculating premium rates in non-proportional reinsurance, such premium rates are 
ultimately the results of negotiation between cedar and receiver.3 While the direct insurer and the 
reinsurer in proportional reinsurance suffer equally from a given loss, in non-proportional reinsurance 
their fortunes may differ due to the importance of negotiations.4 
It must also be distinguished between facultative reinsurance and treaty reinsurance. In facultative 

reinsurance an insurance office cedes a portion of a liability on a specific risk to another insurance 
office. It has no connection with any other reinsurance transaction.5 In treaty reinsurance, by contrast, 
one office agrees to cede certain portions of a number of liabilities on particular lines of risk, while 
another agrees to receive.6 When a reinsurance agreement is concluded under a treaty, automatic 
protection is secured, and it is obligatory both for the ceding party to cede and for the reinsurer to 
accept all insurances within the limits of the treaty.7  
To the reinsurer facultative reinsurance is beneficial since it offers the possibility to reject individual 

risks.8 Treaty reinsurance may be less beneficial to a reinsurer than facultative reinsurance since treaty 
reinsurance is associated with information asymmetries to the benefit of the ceding party. Thereby, the 
ceding party may use this information asymmetry to delimit the treaty in a way which will force the 
reinsurer to accept non-beneficial risks.9 On the other hand, the business offered to reinsurers as 
facultative reinsurance is sub-standard and not good enough for the ceding party's regular reinsurance 
treaty capacity.10 
All the four theoretical combinations of proportional/non-proportional reinsurance and 

facultative/treaty reinsurance exist in practice.11 
Two further research questions have been formulated to incorporate comparisons between groups 

of marine insurers and between direct insurance and reinsurance: 
 

5. Did different kinds of marine insurance companies experience similar developments of their 
business results? 
 

As explained previously, companies of different organisational forms have different strengths and 
weaknesses under different business circumstances. Marine insurance companies of different 
organisational forms may therefore have conducted their business with different degrees of success 
during different parts of the interwar period. They may also have held different strategies in marine 
insurance. 
 

                                                             
3 Venesmaa (1977), p. 19, 73, Golding (1965), p. 98 f, Gustafsson (2000), p. 44 f. 
4 Cockerell (1984), p. 64, Golding (1965), p. 98 f. 
5 Pearson (1995), p. 561, Venesmaa (1977), p. 76. 
6 Pearson (1995), p. 561, Sturhahn (1941), p. 32. 
7 Venesmaa (1977), p. 22. 
8 Gustafsson (2000), p. 35. 
9 Gustafsson (2000), p. 36. 
10 Sturhahn (1941), p. 31, Golding (1965), p. 5. 
11 Gustafsson (2000), p. 38. 



 

6. Did different kinds of marine insurance companies rely to different extents on conducting direct 
marine insurance and marine reinsurance, and was Swedish direct marine insurance more or less 
profitable than Swedish marine reinsurance? 
 

As explained above, profits and losses are probably distributed unevenly between direct insurers and 
reinsurers. If so, this may explain differences between the strategies of companies, which rely to 
different extents on direct marine insurance and on marine reinsurance. It should therefore be 
determined whether companies of different organisational forms relied to different extents on direct 
marine insurance and marine reinsurance, and whether there were profitability differences between 
direct marine insurance and marine reinsurance. Also, the importance of the choice of reinsurance 
contracts should be discussed. 
If the business results differed both between different kinds of marine insurance companies and 

between direct marine insurance and marine reinsurance, it must also be discussed whether 
differences between different kinds of marine insurance companies were due to their organisational 
forms or due to the companies to different extents conducting direct marine insurance and 
reinsurance.  
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