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ASSETS

Fixed maturity securities:

Available-for-sale at fair value (amortized cost of $6,417,481 and

$6,331,225 at March 31, 2006 and December 31, 2005, respectively)

Mortgage loans on real estate

Policy loans

Funds withheld at interest

Short-term investments

Other invested assets

Total investments
Cash and cash equivalents
Accrued investment income
Premiums receivable and other reinsurance balances
Reinsurance ceded receivables
Deferred policy acquisition costs
Other assets

Total assets
LIABILITIES AND STOCKHOLDERS' EQUITY

Future policy benefits

Interest sensitive contract liabilities

Other policy claims and benefits

Other reinsurance balances

Deferred income taxes

Other liabilities

Short-term debt

Long-term debt

Company-obligated mandatorily redeemable preferred securities of subsidiary
trust holding solely junior subordinated debentures of the Company

Total liabilities
Commitments and contingent liabilities (See Note 5)

Stockholders' Equity:

Preferred stock (par value $.01 per share; 10,000,000 shares authorized;
shares issued or outstanding)

Common stock (par value $.01 per share; 140,000,000 shares authorized;
63,128,273 shares issued at March 31, 2006 and December 31, 2005)

Warrants

Additional paid-in-capital

Retained earnings

Accumulated other comprehensive income:
Accumulated currency translation adjustment, net of income taxes
Unrealized appreciation of securities, net of income taxes

Total stockholders' equity before treasury stock
Less treasury shares held of 1,948,936 and 2,052,316 at cost at
March 31, 2006 and December 31, 2005, respectively

Total stockholders' equity

Total liabilities and stockholders' equity

(Dollars in th

$ 6,781,908 $

669,368
973,625
3,612,193
44,548
195,580

12,277,222 1
430,740
78,560
594,981
534,523
2,549,553
98,350

$ 4,784,424 S
5,674,554
1,544,500

231,532
630,515
255,265
100,000
699, 683

158,589

14,079,062 1

631
66,915
1,059,967
1,111,785

83,090
247,185

2,569,573

(84,706)
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See accompanying notes to condensed consolidated financial statements
(unaudited) .

REINSURANCE GROUP OF AMERICA, INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(UNAUDITED)
Three months ended March 31,
2006 2005
(Dollars in thousands,
except per share data)
REVENUES:
Net premiums S 992,442 $ 901,820
Investment income, net of related expenses 186,941 157,053
Investment related gains, net 632 3,979
Change in value of embedded derivatives 4,552 22,561
Other revenues 14,530 10,803
Total revenues 1,199,097 1,096,216
BENEFITS AND EXPENSES:
Claims and other policy benefits 811,513 738,053
Interest credited 61,529 55,053
Policy acquisition costs and other insurance expenses 151,804 143,976
Change in deferred acquisition costs associated with
change in value of embedded derivatives 2,757 15,708
Other operating expenses 46,527 33,006
Interest expense 16,767 9,885
Total benefits and expenses 1,090,897 995, 681
Income from continuing operations before
income taxes 108,200 100,535
Provision for income taxes 37,620 33,271
Income from continuing operations 70,580 67,264

Discontinued operations:
Loss from discontinued accident and health
operations, net of income taxes (1,510) (707)

Net income S 69,070 $ 66,557

BASIC EARNINGS PER SHARE:

Income from continuing operations S 1.15 $ 1.08
Discontinued operations (0.02) (0.02)
Net income S 1.13 $ 1.06

DILUTED EARNINGS PER SHARE:
Income from continuing operations S 1.13 $ 1.05
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Discontinued operations (0.03) (0.01)
Net income S 1.10 $ 1.04
DIVIDENDS DECLARED PER SHARE S 0.09 $ 0.09

See accompanying notes to condensed consolidated financial statements
(unaudited) .

REINSURANCE GROUP OF AMERICA, INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Three months ended
March 31,

(Dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 69,070 $ 66,557
Adjustments to reconcile net income to net cash provided by
operating activities:
Change in:

Accrued investment income (16,109) (18,160)
Premiums receivable and other reinsurance balances (19,127) (20, 258)
Deferred policy acquisition costs (79,007) (60,503)
Reinsurance ceded balances 7,421 (7,740)
Future policy benefits, other policy claims and
benefits, and other reinsurance balances 137,557 229,280
Deferred income taxes 37,173 39,772
Other assets and other liabilities, net 19,157 (39,828)
Amortization of net investment discounts and other (11,888) (5,2506)
Investment related gains, net (632) (3,982)
Other, net 8,435 1,148
Net cash provided by operating activities 152,050 181,030

CASH FLOWS FROM INVESTING ACTIVITIES:

Sales of fixed maturity securities - available for sale 505,016 376,380
Maturities of fixed maturity securities - available for sale 25,200 18,983
Purchases of fixed maturity securities - available for sale (610,412) (563,294)
Cash invested in mortgage loans on real estate (34,364) (9,555)
Cash invested in funds withheld at interest (9,103) (28,546)
Principal payments on mortgage loans on real estate 12,874 5,142
Principal payments on policy loans 13,822 -
Change in short-term investments and other invested assets 117,960 (9,879)
Net cash provided by (used in) investing activities 20,993 (210, 769)

CASH FLOWS FROM FINANCING ACTIVITIES:
Dividends to stockholders (5,500) (5,627)
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Purchases of treasury stock (194) ——
Exercise of stock options 2,871 4,339
Net increase in securitized lending activities 108,400 28,454
Excess deposits (payments) on universal life and other
investment type policies and contracts 24,429 (12,918)
Net cash provided by financing activities 130,006 14,248
Effect of exchange rate changes (1,001) (1,582)
Change in cash and cash equivalents 302,048 (17,073)
Cash and cash equivalents, beginning of period 128,692 152,095
Cash and cash equivalents, end of period $ 430,740 $ 135,022

Supplementary information:
Cash paid for interest S 4,568 S 4,192
Cash paid for income taxes, net of refunds $ (21,724) $ 52,894

See accompanying notes to condensed consolidated financial statements
(unaudited) .

REINSURANCE GROUP OF AMERICA, INCORPORATED AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

1. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidated financial statements of
Reinsurance Group of America, Incorporated ("RGA") and its subsidiaries
(collectively, the "Company") have been prepared in conformity with accounting
principles generally accepted in the United States of America for interim
financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not include all of the information and
footnotes required by accounting principles generally accepted in the United
States of America for complete financial statements. In the opinion of
management, all adjustments, consisting of normal recurring accruals, considered
necessary for a fair presentation have been included. Operating results for the
three-month period ended March 31, 2006 are not necessarily indicative of the
results that may be expected for the year ending December 31, 2006. These
unaudited condensed consolidated financial statements should be read in
conjunction with the consolidated financial statements and notes thereto
included in the Company's 2005 Annual Report on Form 10-K ("2005 Annual Report")
filed with the Securities and Exchange Commission on February 27, 2006.

The accompanying unaudited condensed consolidated financial statements include
the accounts of Reinsurance Group of America, Incorporated and its subsidiaries.
All material intercompany accounts and transactions have been eliminated. The
Company has reclassified the presentation of certain prior-period information,
including all segment information, to conform to the 2006 presentation.

2. EARNINGS PER SHARE
The following table sets forth the computation of basic and diluted earnings per

share on income from continuing operations (in thousands, except per share
information) :
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THREE MONTHS ENDED

MARCH 31, MARCH 31,

2006 2005
FEarnings:
Income from continuing operations (numerator
for basic and diluted calculations) $70,580 $67,264
Shares:
Weighted average outstanding shares (denominator
for basic calculation) 61,138 62,553
Equivalent shares from outstanding stock options 1,479 1,301
Denominator for diluted calculation 62,617 63,854
Earnings per share:
Basic $ 1.15 $ 1.08
Diluted $ 1.13 $ 1.05

The calculation of common equivalent shares does not include the impact of
options or warrants having a strike or conversion price that exceeds the average
stock price for the earnings period, as the result would be antidilutive. The
calculation of common equivalent shares also excludes the impact of outstanding
performance contingent shares, as the conditions necessary for their issuance
have not been satisfied as of the end of the reporting period. For the three
month period ended March 31, 2006, approximately 0.6 million stock options and
0.4 million performance contingent shares were excluded from the calculation.
For the three months ended March 31, 2005, approximately 0.3 million stock
options and 0.3 million performance contingent shares were excluded from the
calculation.

3. COMPREHENSIVE INCOME

The following schedule reflects the change in accumulated other comprehensive
income (dollars in thousands) :

THREE MONTHS ENDED

MARCH 31, MARCH 31,

2006 2005
Net income $ 69,070 $ 66,557
Accumulated other comprehensive
income (loss), net of income tax:
Unrealized gains (losses), net of reclassification
adjustment for gains (losses) included in net income (114, 630) (33,850)
Foreign currency items (2,037) (8,399)

Comprehensive income (loss) S (47,597) $ 24,308
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4. SEGMENT INFORMATION

The accounting policies of the segments are the same as those described in the
Summary of Significant Accounting Policies in Note 2 of the 2005 Annual Report.
The Company measures segment performance primarily based on profit or loss from
operations before income taxes. There are no intersegment reinsurance
transactions and the Company does not have any material long-lived assets other
than internally developed software. As of March 31, 2006, the carrying value of
internally developed software was approximately $16.4 million. Investment income
is allocated to the segments based upon average assets and related capital
levels deemed appropriate to support the segment business volumes.

Effective January 1, 2006 the Company changed its method of allocating capital
to its segments from a method based upon regulatory capital requirements to one
based on underlying economic capital levels. The economic capital model is an
internally developed risk capital model, the purpose of which is to measure the
risk in the business and to provide a basis upon which capital is deployed. The
economic capital model considers the unique and specific nature of the risks
inherent in RGA's businesses. This is in contrast to the standardized regulatory
risk based capital formula, which is not as refined in its risk calculations
with respect to each of the Company's businesses. As a result of the economic
capital allocation process, a portion of investment income and investment
related gains (losses) is credited to the segments based on the level of
allocated equity. In addition, the segments are charged for excess capital
utilized above the allocated economic capital basis. This charge is included in
policy acquisition costs and other insurance expenses. The prior period segment
results have been adjusted to conform to the new allocation methodology.

Information related to total revenues, income (loss) from continuing operations

before income taxes, and total assets of the Company for each reportable segment
are summarized below (dollars in thousands) .

INCOME (LOSS) FROM CONTINUING

TOTAL REVENUES OPERATIONS BEFORE INCOME TAXES
THREE MONTHS ENDED MARCH 31, THREE MONTHS ENDED MARCH 31,

2006 2005 2006 2005
U.S. $ 765,552 $ 721,362 $ 80,336 $ 68,496
Canada 119,508 96,962 8,431 15,662
Europe & South Africa 148,668 144,001 14,797 14,513
Asia Pacific 147,634 122,714 6,614 2,910
Corporate and Other 17,735 11,177 (1,978) (1,0406)
Total $1,199,097 $1,096,216 $108,200 $100,535

7

TOTAL ASSETS
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MARCH 31, DECEMBER 31,
2006 2005

U.S. $11,243,109 $11,049,424
Canada 1,987,277 1,954,612
Europe & South Africa 999,437 956,453
Asia Pacific 894,580 873,230
Corporate and Other 1,439,526 1,360,147
Total $16,563,929 $16,193,866
5. COMMITMENTS AND CONTINGENT LIABILITIES

The Company has commitments to fund investments in limited partnerships in the
amount of $29.4 million at March 31, 2006. The Company anticipates that the
majority of these amounts will be invested over the next five years, however,
contractually these commitments could become due at the request of the
counterparties. Investments in limited partnerships are carried at cost and are
included in other invested assets in the condensed consolidated balance sheets.

The Company 1is currently a party to three arbitrations that involve its
discontinued accident and health business, including personal accident business
(which includes London market excess of loss business) and workers' compensation
carve-out business. The Company is also party to one pending and one threatened
arbitration related to its life reinsurance business. In addition, the Company
has been joined in a suit filed against one of its ceding companies alleging
wrongful denial of a life insurance claim. As of March 31, 2006, the parties
involved in these actions have raised claims, or established reserves that may
result in claims, in the amount of $32.0 million, which is $27.6 million in
excess of the amounts held in reserve by the Company. The Company generally has
little information regarding any reserves established by the ceding companies,
and must rely on management estimates to establish policy claim liabilities. It
is possible that any such reserves could be increased in the future. The Company
believes it has substantial defenses upon which to contest these claims,
including but not limited to misrepresentation and breach of contract by direct
and indirect ceding companies. See Note 20, "Discontinued Operations" in the
Company's 2005 Annual Report for more information. Additionally, from time to
time, the Company is subject to litigation related to employment-related matters
in the normal course of its business. While it is difficult to predict or
determine the ultimate outcome of the pending litigation or arbitrations or
provide useful ranges of potential losses, it is the opinion of management,
after consultation with counsel, that their outcomes, after consideration of the
provisions made in the Company's condensed consolidated financial statements,
would not have a material adverse effect on its consolidated financial position.
However, it is possible that an adverse outcome could, from time to time, have a
material adverse effect on the Company's consolidated net income or cash flows
in particular quarterly or annual periods.

The Company has obtained letters of credit, issued by banks, in favor of wvarious
affiliated and unaffiliated insurance companies from which the Company assumes
business. These letters of credit represent guarantees of performance under the
reinsurance agreements and allow ceding companies to take statutory reserve
credits. At March 31, 2006 and December 31, 2005, there were approximately $15.4
million and $17.4 million, respectively, of outstanding bank letters of credit
in favor of third parties. Additionally, the Company utilizes letters of credit
to secure reserve credits when it retrocedes business to its offshore
subsidiaries, including RGA Americas Reinsurance Company, Ltd., RGA Reinsurance
Company (Barbados) Ltd. and RGA Worldwide Reinsurance Company, Ltd. The Company
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cedes business to its offshore affiliates to help reduce the amount of
regulatory capital required in certain jurisdictions such as the U.S. and the
United Kingdom. The capital required to support the business in the offshore
affiliates reflects more realistic expectations than the original jurisdiction
of the business, where capital requirements are often considered to be quite
conservative. As of March 31, 2006 and December 31, 2005, $395.5 million and
$439.8 million, respectively, in letters of credit from various banks were
outstanding between the various subsidiaries of the Company. Applicable letter
of credit fees and fees payable for the credit facility depend upon the
Company's senior unsecured long-term debt rating. Fees associated with the
Company's other letters of

credit are not fixed for periods in excess of one year and are based on the
Company's ratings and the general availability of these instruments in the
marketplace.

RGA has issued guarantees to third parties on behalf of its subsidiaries'
performance for the payment of amounts due under certain credit facilities,
reinsurance treaties and an office lease obligation, whereby if a subsidiary
fails to meet an obligation, RGA or one of its other subsidiaries will make a
payment to fulfill the obligation. In limited circumstances, treaty guarantees
are granted to ceding companies in order to provide them additional security,
particularly in cases where RGA's subsidiary is relatively new, unrated, or not
of a significant size, relative to the ceding company. Liabilities supported by
the treaty guarantees, before consideration for any legally offsetting amounts
due from the guaranteed party, totaled $239.6 million and $256.2 million as of
March 31, 2006 and December 31, 2005, respectively, and are reflected on the
Company's condensed consolidated balance sheets in future policy benefits.
Potential guaranteed amounts of future payments will vary depending on
production levels and underwriting results. Guarantees related to trust
preferred securities and credit facilities provide additional security to third
party banks should a subsidiary fail to make principal and/or interest payments
when due. As of March 31, 2006, RGA's exposure related to these guarantees was
$183.7 million.

In addition, the Company indemnifies its directors and officers as provided in
its charters and by-laws. Since this indemnity generally is not subject to
limitation with respect to duration or amount, the Company does not believe that
it is possible to determine the maximum potential amount due under this
indemnity in the future.

6. EMPLOYEE BENEFIT PLANS

The components of net periodic benefit costs were as follows (dollars in
thousands) :

Three months ended March 31,

Pension Benefits Other Benefits
2006 2005 2006 2005
(in thousands)
DETERMINATION OF NET PERIODIC BENEFIT COST:
Service cost S 614 $ 548 $179 $103
Interest cost 477 382 156 99

10
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Expected rate of return on plan assets (347) (300) —— ——
Amortization of prior service cost 9 9 - -
Amortization of prior actuarial loss 106 40 66 17
Net periodic benefit cost $ 859 $ 679 $401 $219

The Company made no pension contributions during the first quarter of 2006 and
expects to make second quarter 2006 contributions of $4.6 million.

7. FINANCING ACTIVITIES

On March 3, 2006, RGA Australian Holdings PTY, Limited ("Australian Holdings"),
a wholly-owned subsidiary of the Company, entered into a five-year credit
agreement with a capacity of Australian $50.0 million (approximately $35.8
million). Interest on borrowings is based on Australian Bank Bill short term
rates plus a base rate margin. The base rate margin and fees payable for the
credit facility depend upon the Company's senior unsecured long-term debt
rating. Australian Holdings immediately borrowed Australian $35.0 million under
the facility, using the funds to repay the outstanding debt under a similar
credit facility, which expired in March 2006. As of March 31, 2006, the Company
had Australian $35.0 million (approximately $25.1 million) outstanding under
this new facility at an average interest rate of 6.20%. The credit agreement is
unsecured but contains affirmative, negative and financial covenants customary
for financings of this type.

8. EQUITY BASED COMPENSATION

Effective January 1, 2006, the Company adopted Statement of Financial Accounting
Standards No. 123 (r), "Share-Based Payment" ("SFAS 123 (r)"). SFAS 123 (r)
requires that the cost of all share-based transactions be recorded in the
financial statements. The Company has been recording compensation cost for all
equity-based grants or awards after January 1, 2003 consistent with the
requirement of SFAS No. 123, as amended by SFAS 148. Equity compensation

expense was $5.9 million and $1.7 million in the first quarter of 2006 and 2005,
respectively. The adoption of SFAS 123 (r) increased compensation expense
recorded in the first quarter of 2006 by approximately $1.7 million, primarily
related to unvested options from the 2002 grants, which were previously reported
under Accounting Principles Board Opinion No. 25, and the acceleration of
compensation expense for certain retirement eligible employees. Compensation
cost associated with grants issued to retirement eligible employees prior to
January 1, 2006 continues to be recognized over the nominal vesting period. In
the first quarter of 2006, the company granted 336,725 incentive stock options
at $47.47 weighted average per share and 144,097 performance contingent units
("PCUs") to employees. Additionally, non-employee directors were awarded a total
of 4,800 shares of common stock. The remainder of the increase in compensation
expense related to an increase in estimated shares required to settle PCUs
granted in 2004 and the incremental expense from stock options and PCUs granted
during the first quarter of 2006. As of March 31, 2006, the total compensation
cost of non-vested awards not yet recognized in the financial statements was
$28.1 million with various recognition periods over the next five years. The
effect of applying the provisions of SFAS 123 (r) on a pro forma basis to the
comparable 2005 period did not have material effect on net income or earnings
per share.

11
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9. NEW ACCOUNTING STANDARDS

Effective January 1, 2006, the Company prospectively adopted SFAS No. 155,
"Accounting for Certain Hybrid Instruments" ("SFAS 155"). SFAS 155 amends SFAS
No. 133, "Accounting for Derivative Instruments and Hedging Activities" ("SFAS
133") and SFAS 140, "Accounting for Transfers and Servicing of Financial Assets
and Extinguishments of Liabilities". SFAS 155 allows financial instruments that
have embedded derivatives to be accounted for as a whole, eliminating the need
to bifurcate the derivative from its host, if the holder elects to account for
the whole instrument on a fair value basis. In addition, among other changes,
SFAS 155 (i) clarifies which interest-only strips and principal-only strips are
not subject to the requirements of SFAS 133; (ii) establishes a requirement to
evaluate interests in securitized financial assets to identify interests that
are freestanding derivatives or that are hybrid financial instruments that
contain an embedded derivative requiring bifurcation; (iii) clarifies that
concentrations of credit risk in the form of subordination are not embedded
derivatives; and (iv) eliminates the prohibition on a qualifying special-purpose
entity ("QSPE") from holding a derivative financial instrument that pertains to
a beneficial interest other than another derivative financial interest. The
adoption of SFAS 155 did not have a material impact on the Company's condensed
consolidated financial statements.

In June 2005, the FASB cleared SFAS 133 Implementation Issue No. B38, "Embedded
Derivatives: Evaluation of Net Settlement with Respect to the Settlement of a
Debt Instrument through Exercise of an Embedded Put Option or Call Option"
("Issue B38") and SFAS 133 Implementation Issue No. B39, "Embedded Derivatives:
Application of Paragraph 13(b) to Call Options That Are Exercisable Only by the
Debtor" ("Issue B39"). Issue B38 clarified that the potential settlement of a
debtor's obligation to a creditor occurring upon exercise of a put or call
option meets the net settlement criteria of SFAS No. 133. Issue B39 clarified
that an embedded call option, in which the underlying is an interest rate or
interest rate index, that can accelerate the settlement of a debt host financial
instrument should not be bifurcated and fair valued if the right to accelerate
the settlement can be exercised only by the debtor (issuer/borrower) and the
investor will recover substantially all of its initial net investment. Issues
B38 and B39, which must be adopted as of the first day of the first fiscal
quarter beginning after December 15, 2005. Issues B38 and B39 were adopted by
the Company during the first quarter of 2006 and did not have a material effect
on the Company's condensed consolidated financial statements.

In May 2005, the Financial Accounting Standards Board ("FASB") issued SFAS No.
154, "Accounting Changes and Error Corrections, a replacement of APB Opinion No.
20 and FASB Statement No. 3" ("SFAS 154"). The statement requires retrospective
application to prior periods' financial statements for corrections of errors or
a voluntary change in accounting principle unless it is deemed impracticable. It
also requires that a change in the method of depreciation, amortization, or
depletion for long-lived, non-financial assets be accounted for as a change in
accounting estimate rather than a change in accounting principle. SFAS 154 is
effective for accounting changes and corrections of errors made in fiscal years
beginning after December 15, 2005. SFAS 154 was adopted by the Company during
the first quarter of 2006 and did not have a material effect on the Company's
condensed consolidated financial statements.

10
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The Company's primary business is life reinsurance, which involves reinsuring
life insurance policies that are often in force for the remaining lifetime of
the underlying individuals insured, with premiums earned typically over a period
of 10 to 30 years. Each year, however, a portion of the business under existing
treaties terminates due to, among other things, lapses or surrenders of
underlying policies, deaths of policyholders, and the exercise of recapture
options by ceding companies.

The Company derives revenues primarily from renewal premiums from existing
reinsurance treaties, new business premiums from existing or new reinsurance
treaties, income earned on invested assets, and fees earned from financial
reinsurance transactions. The Company believes that industry trends have not
changed materially from those discussed in its 2005 Annual Report.

The Company's profitability primarily depends on the volume and amount of death
claims incurred and its ability to adequately price the risks it assumes. While
death claims are reasonably predictable over a period of many years, claims
become less predictable over shorter periods and are subject to significant
fluctuation from quarter to quarter and year to year. Effective July 1, 2003,
the Company increased the maximum amount of coverage that it retains per life
from $4 million to $6 million. This increase does not affect business written
prior to July 1, 2003. Claims in excess of this retention amount are retroceded
to retrocessionaires; however, the Company remains fully liable to the ceding
company for the entire amount of risk it assumes. The increase in the Company's
retention limit from $4 million to $6 million reduces the amount of premiums it
pays to retrocessionaires, but increases the maximum impact a single death claim
can have on its results and therefore may result in additional wvolatility to its
results from operations. The Company believes its sources of liquidity are
sufficient to cover the potential increase in claims payments on both a
short-term and long-term basis.

The Company measures performance based on income or loss from continuing
operations before income taxes for each of its five segments. The Company's
U.S., Canada, Asia Pacific and Europe & South Africa operations provide
traditional life reinsurance to clients. The Company's U.S. operations also
provide asset-intensive and financial reinsurance products. The Company also
provides insurers with critical illness reinsurance in its Canada, Asia Pacific
and Europe & South Africa operations. Asia Pacific operations also provide
financial reinsurance. The Corporate and Other segment results include the
corporate investment activity, general corporate expenses, interest expense of
RGA, operations of RGA Technology Partners, Inc., a wholly-owned subsidiary that
develops and markets technology solutions, Argentine business in run-off and the
provision for income taxes. The Company's discontinued accident and health
operations are not reflected in its results from continuing operations.

Effective January 1, 2006 the Company changed its method of allocating capital
to its segments from a method based upon regulatory capital requirements to one
based on underlying economic capital levels. The economic capital model is an
internally developed risk capital model, the purpose of which is to measure the
risk in the business and to provide a basis upon which capital is deployed. The
economic capital model considers the unique and specific nature of the risks
inherent in RGA's businesses. This is in contrast to the standardized regulatory
risk based capital formula, which is not as refined in its risk calculations
with respect to each of the Company's businesses. As a result of the economic
capital allocation process, a portion of investment income and investment
related gains (losses) is credited to the segments based on the level of
allocated equity. In addition, the segments are charged for excess capital
utilized above the allocated economic capital basis. This charge is included in
policy acquisition costs and other insurance expenses. The prior period segment
results have been adjusted to conform to the new allocation methodology.
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RESULTS OF OPERATIONS

Consolidated income from continuing operations before income taxes increased
$7.7 million, or 7.6% for the first quarter of 2006 compared to the first
quarter of 2005, primarily due to good results in the U.S. and Europe & South
Africa segments offset in part by poor results due to adverse mortality
experience in Canada. Consolidated net premiums increased $90.6 million, or
10.0% during the first quarter of 2006.

Consolidated investment income, net of related expenses, increased $29.9
million, or 19.0%, during the first quarter of 2006, primarily due to a larger
invested asset base. Invested assets as of March 31, 2006 totaled $12.3 billion,
a
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13.4% increase over March 31, 2005. While the Company's invested asset base has
grown significantly since March 31, 2005, the average yield earned on
investments excluding funds withheld increased only slightly from 5.75% during
the first quarter of 2005 to 5.78% for the first quarter of 2006. The average
yield will vary from quarter to quarter and year to year depending on a number
of variables, including the prevailing interest rate and credit spread
environment and changes in the mix of the underlying investments. Investment
income and a portion of investment related gains (losses) are allocated to the
segments based upon average assets and related capital levels deemed appropriate
to support the segment business volumes.

The effective tax rate on a consolidated basis was 34.8% for the first quarter
of 2006, compared to 33.1% for the prior-year period. The prior-year period
effective tax rate included the realization of a tax receivable against which
the Company had initially established a valuation reserve.

CRITICAL ACCOUNTING POLICIES

The Company's accounting policies are described in Note 2 in the 2005 Annual
Report. The Company believes its most critical accounting policies include the
capitalization and amortization of deferred acquisition costs ("DAC"); the
establishment of liabilities for future policy benefits, other policy claims and
benefits, including incurred but not reported claims; the valuation of
investment impairments; and the establishment of arbitration or litigation
reserves. The balances of these accounts are significant to the Company's
financial position and require extensive use of assumptions and estimates,
particularly related to the future performance of the underlying business.

Additionally, for each of the Company's reinsurance contracts, it must determine
if the contract provides indemnification against loss or liability relating to
insurance risk, in accordance with applicable accounting standards. The Company
must review all contractual features, particularly those that may limit the
amount of insurance risk to which the Company is subject or features that delay
the timely reimbursement of claims. If the Company determines that the
possibility of a significant loss from insurance risk will occur only under
remote circumstances, it records the contract under a deposit method of
accounting with the net amount receivable or payable reflected in premiums
receivable and other reinsurance balances or other reinsurance liabilities on
the condensed consolidated balance sheets. Fees earned on the contracts are
reflected as other revenues, as opposed to net premiums, on the condensed
consolidated statements of income.

Costs of acquiring new business, which vary with and are primarily related to

14



Edgar Filing: REINSURANCE GROUP OF AMERICA INC - Form 10-Q

the production of new business, have been deferred to the extent that such costs
are deemed recoverable from future premiums or gross profits. Deferred policy
acquisition costs reflect the Company's expectations about the future experience
of the business in force and include commissions and allowances as well as
certain costs of policy issuance and underwriting. Some of the factors that can
affect the carrying value of DAC include mortality assumptions, interest spreads
and policy lapse rates. The Company performs periodic tests to determine that
DAC remains recoverable, and the cumulative amortization is re-estimated and, if
necessary, adjusted by a cumulative charge or credit to current operations.

Liabilities for future policy benefits under long-term life insurance policies
(policy reserves) are computed based upon expected investment yields, mortality
and withdrawal (lapse) rates, and other assumptions, including a provision for
adverse deviation from expected claim levels. The Company primarily relies on
its own valuation and administration systems to establish policy reserves. The
policy reserves the Company establishes may differ from those established by the
ceding companies due to the use of different mortality and other assumptions.
However, the Company relies upon its clients to provide accurate data, including
policy-level information, premiums and claims, which is the primary information
used to establish reserves. The Company's administration departments work
directly with its clients to help ensure information is submitted by them in
accordance with the reinsurance contracts. Additionally, the Company performs
periodic audits of the information provided by ceding companies. The Company
establishes reserves for processing backlogs with a goal of clearing all
backlogs within a ninety-day period. The backlogs are usually due to data errors
the Company discovers or computer file compatibility issues, since much of the
data reported to the Company is in electronic format and is uploaded to its
computer systems.

The Company periodically reviews actual historical experience and relative
anticipated experience compared to the assumptions used to establish aggregate
policy reserves. Further, the Company establishes premium deficiency reserves if
actual and anticipated experience indicates that existing aggregate policy
reserves, together with the present value of future gross premiums, are not
sufficient to cover the present value of future benefits, settlement and
maintenance costs and to recover unamortized acquisition costs. The premium
deficiency reserve is established
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through a charge to income, as well as a reduction to unamortized acquisition
costs and, to the extent there are no unamortized acquisition costs, an increase
to future policy benefits. Because of the many assumptions and estimates used in
establishing reserves and the long-term nature of the Company's reinsurance
contracts, the reserving process, while based on actuarial science, is
inherently uncertain. If the Company's assumptions, particularly on mortality,
are inaccurate, its reserves may be inadequate to pay claims and there could be
a material adverse effect on its results of operations and financial condition.

Other policy claims and benefits include claims payable for incurred but not
reported losses, which are determined using case-basis estimates and lag studies
of past experience. These estimates are periodically reviewed and any
adjustments to such estimates, if necessary, are reflected in current
operations. The time lag from the date of the claim or death to the date when
the ceding company reports the claim to the Company can vary significantly by
ceding company and business segment, but averages around 3.0 months on a
consolidated basis. The Company updates its analysis of incurred but not
reported claims, including lag studies, on a periodic basis and adjusts its
claim liabilities accordingly. The adjustments in a given period are generally
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not significant relative to the overall policy liabilities.

The Company primarily invests in fixed maturity securities, and monitors these
fixed maturity securities to determine potential impairments in value. With the
Company's external investment managers, it evaluates its intent and ability to
hold securities, along with factors such as the financial condition of the
issuer, payment performance, the extent to which the market value has been below
amortized cost, compliance with covenants, general market and industry sector
conditions, and various other factors. Securities, based on management's
judgments, with an other-than-temporary impairment in value are written down to
management's estimate of fair value.

Differences in experience compared with the assumptions and estimates utilized
in the justification of the recoverability of DAC, in establishing reserves for
future policy benefits and claim liabilities, or in the determination of
other-than-temporary impairments to investment securities can have a material
effect on the Company's results of operations and financial condition.

The Company 1is currently a party to various litigation and arbitrations. While
it is difficult to predict or determine the ultimate outcome of the pending
litigation or arbitrations or even to provide useful ranges of potential losses,
it is the opinion of management, after consultation with counsel, that the
outcomes of such litigation and arbitrations, after consideration of the
provisions made in the Company's consolidated financial statements, would not
have a material adverse effect on its consolidated financial position. However,
it is possible that an adverse outcome could, from time to time, have a material
adverse effect on the Company's consolidated net income or cash flows in a
particular quarter or year. See Note 20, "Discontinued Operations" of the 2005
Annual Report for more information.

Further discussion and analysis of the three month results for 2006 compared to
2005 are presented by segment. Certain prior-year amounts have been reclassified
to conform to the current-year presentation. Additionally, segment results for
the prior-year have been reclassified to conform to the economic capital process
mentioned above. References to income before income taxes exclude the effects of
discontinued operations.
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U.S. OPERATIONS

U.S. operations consist of two major sub-segments: Traditional and
Non-Traditional. The Traditional sub-segment primarily specializes in
mortality-risk reinsurance. The Non-Traditional category consists of
Asset-Intensive and Financial Reinsurance.

FOR THE THREE MONTHS ENDED MARCH 31, 2006 (IN THOUSANDS)

NON-TRADITIONA

ASSET- FINAN
TRADITIONAL INTENSIVE REINSU

REVENUES :
Net premiums $611,837 $ 1,474 S
Investment income, net of related expenses 71,042 70,897
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FOR THE THREE MONTHS ENDED MARCH 31, 2005

Edgar Filing: REINSURANCE GROUP OF AMERICA INC -

Investment related losses, net
Change in value of embedded derivatives
Other revenues

Total revenues

BENEFITS AND EXPENSES:

Claims and other policy benefits

Interest credited

Policy acquisition costs and other insurance expenses

Change in deferred acquisition costs associated with change
in value of embedded derivatives

Other operating expenses

Total benefits and expenses
Income before income taxes

(IN THOUSANDS)

REVENUES :

Net premiums

Investment income, net of related expenses
Investment related gains (losses), net
Change in value of embedded derivatives
Other revenues

Total revenues

BENEFITS AND EXPENSES:

Claims and other policy benefits

Interest credited

Policy acquisition costs and other insurance expenses

Change in deferred acquisition costs associated with change
in value of embedded derivatives

Other operating expenses

Total benefits and expenses
Income (loss) before income taxes
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Income before income taxes for the U.S.

Form 10-Q

(1,229)

681,330

508,146
11,487
82,172

$ 69,399

$566, 794
63,325
(1,031)

629,654

483,262
14,007
73,638

S 49,488

for the first quarter of 2006 compared to $68.5 million for the same period

prior year.

This increase in income can be primarily attributed to growth in

7,3

7,3

1,3
3,6
$3,6

NON-TRADITIONA

ASSET-

INTENSIVE

69,300

FINAN
REINSU

6,6

6,7

1,9

1,4
3,4
$3, 3

operations segment totaled $80.3 million

total business in force and improved mortality experience over the first quarter

of 2005.

Traditional Reinsurance
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The U.S. Traditional sub-segment provides life reinsurance to domestic clients
for a variety of life products through yearly renewable term, coinsurance and
modified coinsurance agreements. These reinsurance arrangements may be either
facultative or automatic agreements. During the first quarter of 2006, this
sub-segment added $47.9 billion of new business compared to $36.0 billion during
the same period in 2005. Management believes industry consolidation and the
established practice of reinsuring mortality risks should continue to provide
opportunities for growth.

Income before income taxes for U.S. Traditional reinsurance increased 40.2% for
the quarter over the same prior-year period. Claims and other policy benefits,
as a percentage of net premiums (loss ratios), were 83.1% for the first quarter
of 2006 compared to 85.3% for the first three months of 2005. In addition,
stronger premiums and higher investment income reflect the increase in total
business in force.

Net premiums for U.S. Traditional reinsurance increased 7.9% for the first
quarter of 2006. This increase in net premiums was driven by the growth of total
U.S. business in force, which totaled just over $1.1 trillion as of March 31,
2006, a 9.4% increase over the amount in force on March 31, 2005.

Investment income and realized investment gains and losses are allocated to the
various operating segments based on average assets and related capital levels
deemed appropriate to support the segment business volumes. Investment
performance varies with the composition of investments and the relative
allocation of capital to the operating segments. During the first quarter of
2006, investment income in the sub-segment totaled $71.0 million, a 12.2%
increase over the same prior-year period. This increase can be primarily
attributed to growth in the invested asset base.

Mortality experience for the first three months of 2006 was in line with
management's expectations, however, as previously mentioned, improved over prior
year. Death claims are reasonably predictable over a period of many years, but
are less predictable over shorter periods and are subject to significant
fluctuation.

Interest credited relates to amounts credited on cash value products, which have
a significant mortality component. The amount of interest credited fluctuates in
step with changes in deposit levels, cash surrender values and investment
performance. Income before income taxes is affected by the spread between the
investment income and the interest credited on the underlying products. Interest
credited expense for the first quarter of 2006 totaled $11.5 million, compared
to $14.0 million for the same period in 2005. The decrease is primarily the
result of lower investment income earned on the assets supporting this business
resulting in lower interest credited.

Policy acquisition costs and other insurance expenses, as a percentage of net
premiums, were 13.4% for the first quarter of 2006 compared to 13.0% for the
first quarter of 2005. Overall, while these ratios are expected to remain in a
certain range, they may fluctuate from period to period due to varying allowance
levels within coinsurance-type arrangements. In addition, the amortization
pattern of previously capitalized amounts, which are subject to the form of the
reinsurance agreement and the underlying insurance policies, may vary. Also, the
mix of first year coinsurance business versus yearly renewable term business can
cause the percentage to fluctuate from period to period.

Other operating expenses, as a percentage of net premiums, were 1.7% for the
first quarter, which is reasonably consistent with the 1.6% reported in same
prior-year period. The expense ratio can fluctuate slightly from period to
period, however, the size and maturity of the U.S. operations segment indicates
it should remain relatively constant over the long term.
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Asset-Intensive Reinsurance

The U.S. Asset-Intensive sub-segment assumes investment risk within underlying
annuities and corporate-owned life insurance policies. Most of these agreements
are coinsurance, coinsurance with funds withheld or modified coinsurance of
non-mortality risks whereby the Company recognizes profits or losses primarily
from the spread between the investment income earned and the interest credited
on the underlying deposit liabilities.
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In accordance with the provisions of SFAS No. 133 Implementation Issue No. B36,
"Embedded Derivatives: Modified Coinsurance Arrangements and Debt Instruments
That Incorporate Credit Risk Exposures That Are Unrelated or Only Partially
Related to the Creditworthiness of the Obligor under Those Instruments" ("Issue
B36"), the Company recorded a change in value of embedded derivatives of $4.6
million within revenues and $2.8 million of related deferred acquisition costs.
Comparable figures for 2005 were $22.6 million and $15.7 million, respectively.

The Asset-Intensive sub-segment reported income before income taxes of $7.3
million for the first quarter of 2006, a 53.6% decrease from the prior-year
period. This decrease in income can be primarily attributed to investment
related gains and losses which decreased from a net gain of $3.5 million in 2005
to a loss of $3.3 million in 2006. Strong investment spreads partially offset
these losses. In addition, Issue B36 resulted in $5.1 million less of income in
2006 than 2005.

Total revenues decreased $8.1 million or 9.6% from 2005 to 2006. This is
primarily the result of an $18.0 million decrease in the change in fair value of
embedded derivatives quarter over quarter. In 2005, the fair value of the
embedded derivative increased due to the tightening of credit spreads along with
a significant increase in short-term rate yields. The spreads in the first
quarter of 2006 also tightened, but not to the same extent. In addition, this
sub-segment reported a $6.8 million decrease in investment related gains and
losses over prior quarter. These decreases were partially offset by the increase
in investment income associated with a larger asset base.

The average invested asset base supporting this segment grew from $3.7 billion
in the first quarter of 2005 to $4.1 billion for the first quarter of 2006. The
growth in the asset base is primarily driven by new business written on one
existing annuity treaty. Invested assets outstanding as of March 31, 2006 were
$4.1 billion, of which $2.6 billion were funds withheld at interest. Of the $2.6
billion of total funds withheld balance as of March 31 2006, 88.0% of the
balance 1is associated with one client.

Total benefits and expenses, which are comprised primarily of interest credited
and policy acquisition costs, increased less than 1.0% from the first quarter of
2005. The large decrease in deferred acquisition expenses relating to Issue B36
was essentially offset by increases in both interest credited and policy
acquisition costs. The rise in interest credited correlates with the increase in
investment income, both of which are driven by the growth in the average asset
base.

Financial Reinsurance
The U.S. Financial Reinsurance sub-segment income consists primarily of net fees

earned on financial reinsurance transactions. The majority of the financial
reinsurance risks assumed by the Company are retroceded to other insurance
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companies. The fees earned from the assumption of the financial reinsurance
contracts are reflected in other revenues, and the fees paid to
retrocessionaires are reflected in policy acquisition costs and other insurance
expenses. Fees are also earned on brokered business in which the Company does
not participate in the assumption of the financial reinsurance. This income is
reflected in other revenues.

Income before income taxes increased 10.5%, during the first quarter of 2006
compared to the same period in 2005. The increase in income primarily relates to
several new transactions that occurred in late 2005.

At March 31, 2006, the amount of reinsurance provided, as measured by pre-tax
statutory surplus, was $1.8 billion. The pre-tax statutory surplus includes all
business assumed or brokered by the Company. Fees earned from this business can
vary significantly depending on the size of the transactions and the timing of
their completion and therefore can fluctuate from period to period.

CANADA OPERATIONS

The Company conducts reinsurance business in Canada through RGA Life Reinsurance
Company of Canada ("RGA Canada"), a wholly-owned subsidiary. RGA Canada assists
clients with capital management activity and mortality risk management, and is
primarily engaged in traditional individual life reinsurance, as well as group
reinsurance and non-guaranteed critical illness products.
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2006 2005
FOR THE THREE MONTHS ENDED MARCH 31, (IN THOUSANDS)
REVENUES:
Net premiums $ 94,402 $73,756
Investment income, net of related expenses 25,305 22,537
Investment related gains (losses), net (199) 635
Other revenues - 34
Total revenues 119,508 96,962
BENEFITS AND EXPENSES:
Claims and other policy benefits 89,079 68,645
Interest credited 205 357
Policy acquisition costs and other insurance
expenses 17,820 8,838
Other operating expenses 3,973 3,460
Total benefits and expenses 111,077 81,300
Income before income taxes S 8,431 $15, 662

Income before income taxes decreased by $7.2 million or 46.2% in the first
quarter of 2006. The decrease in 2006 was primarily the result 