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 FOR IMMEDIATE RELEASE  
   

 

OLDWICK, N.J., JUNE 26, 2007 
A.M. Best Co. has affirmed the financial strength rating (FSR) of A- (Excellent) and the issuer credit 
ratings (ICR) of "a-" of Farmers' Mutual Insurance Association (FMIA) (New Zealand) and its core 
subsidiary, FMG Insurance Limited (FMGIL) (New Zealand), collectively known as Farmers' Mutual 
Group (FMG). The outlook for these ratings is stable. Concurrently, A.M. Best has withdrawn the 
FSR of A- (Excellent) and the ICR of "a-" of Farmers' Mutual Insurance Limited (FMIL) (New 
Zealand) and assigned a category NR-3 (Rating Procedure Inapplicable). 
 
The ratings reflect the group's strong and improving capitalization, well established presence in 
provincial New Zealand and its broad distribution capabilities. The ratings also consider the impact of 
FMG's business re-organization.  
 
FMG's risk-adjusted capitalization exhibited positive growth during the year due mainly to a reduction 
in underwriting risk and an increase in capital and surplus, both of which resulted from the sale of 
subsidiary operations. The Australian risk business was sold to Australian Unity, and 50% of FMIL 
was retained as an underwriting agency. The sale of Farmers' Mutual Life Limited (FMLL) to Fidelity 
Life Assurance Limited (Fidelity) provided FMG with a new business partner.  
 
FMG has established a strong presence in the rural New Zealand market as a result of its long 
operating history. The group's commitment to self distribution of insurance products in these rural 
communities has resulted in relatively stable business growth. The group's gross premiums written 
increased 7.2% in 2007.  
 
These positive factors are partially offset by FMG's exposure to catastrophic risks and intense market 
competition.  
 
Similar to other general insurers in New Zealand, FMG is exposed to catastrophic perils such as 
flooding, and being a specialist rural insurer magnifies this risk. Weather-related events raised FMG's 
loss ratio by approximately 10% in fiscal year 2007. However, the group is reasonably well protected 
by its reinsurance programs.  
 
Increasing competition in rural insurance markets continues to exert pressure on FMG's profits. 
Nonetheless, the group's continued premium growth amid strong competition demonstrates its 
resilience within its market and reflects the success of its strategy of concentrating on its core 
strength.  
 
For Best's Ratings, an overview of the rating process and rating methodologies, please visit Best's 
Rating Center. 
 
Founded in 1899, A.M. Best Company is a full-service credit rating organization dedicated to 
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serving the financial services industries, including the banking and insurance sectors. 

 
 
View a list of companies related to this press release. The list will include Best's Ratings along with 
links to additional company specific information including related news and reports. 
 

 

A.M. Best’s credit ratings are independent and objective opinions, not statements of fact. A.M. Best is not an Investment Advisor, does 
not offer investment advice of any kind, nor does the company or its Ratings Analysts offer any form of structuring or financial advice. 
A.M. Best’s credit opinions are not recommendations to buy, sell or hold securities, or to make any other investment decisions.  
 
A.M. Best receives compensation for interactive rating services provided to organizations that it rates. A.M. Best may also receive 
compensation from rated entities for non-rating related services or products offered by A.M. Best. A.M. Best does not offer consulting 
or advisory services. For more information regarding A.M. Best’s rating process, including handling of confidential (non-public) 

information, independence, and avoidance of conflicts of interest, please read the A.M. Best Code of Conduct. 

Copyright © 2007 by A.M. Best Company, Inc. ALL RIGHTS RESERVED  
No part of this report may be distributed in any electronic form or by any means, or stored in a database or retrieval system, without 

the prior written permission of the A.M. Best Company. Refer to our terms of use for additional details.  
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