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Swiss Re performance
P&C re/insurance pricing pressure
Protection gaps and growth opportunities
Conclusion and Q&A
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Swiss Re at a glance
Swiss Re is a leading and highly diversified global reinsurer, founded in
Zurich (Switzerland) in 1863
The Group offers traditional reinsurance products and related services for property and
casualty, as well as for life and health businesses
Headquarters, Zurich

The Group also offers commercial insurance through Corporate Solutions and manages
closed books of life business via Admin Re®

Our financial strength1 is currently rated:
Standard & Poor’s: AA- (stable); Moody’s Aa3 (stable); A.M. Best: A+ (stable)

Armonk, New York

Swiss Re was named as the insurance sector leader in the 2014 Dow Jones
Sustainability Indices

Key statistics (USD billions)

The “Gherkin”, London
1

Total revenues
Net income
Shareholders’ equity

FY 2011

FY 2012

FY2013

FY2014

28.0
2.6
29.6

33.6
4.2
34.0

36.9
4.4
33.0

37.3
3.5
36.0

As at 23 March 2015
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Leadership through geographic and product
diversification
Net premiums earned1 2014 (USD 31.3bn)
by region (in USD bn)
12.2

… and by business segment:
11.3

7.8

Admin Re®
3%
Corporate
Solutions
11%
P&C Re
50%

Americas
39%

Europe

Asia

36%

25%

~ 4%

~ 18%

(incl. Middle East /Africa)

L&H Re
36%

of which

HGMs incl. PI2: ~5%

≈27%

Swiss Re benefits from geographic as well as business mix diversification and has the
ability to reallocate capital to achieve profitable growth
1
2

Includes fee income from policyholders; does not reflect the exposure to HGMs through Principal Investments (PI)
Based on additional pro rata net premiums from PI including FWD Group (12.3%), New China Life (4.9%) and SulAmérica (14.9%)
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Strong flow of internal and external dividends since the
introduction of Swiss Re's Business Unit structure in 2012

USD 10.6bn1
distribution to
shareholders

Swiss Re Ltd
USD 5.3bn2

USD 2.7bn2

Reinsurance
P&C

USD 1.4bn2

Corporate
Solutions

USD 1.8bn2

Admin Re®

L&H

Swiss Re's capital management priorities
• Maximise financial flexibility and ensure superior capitalisation strength at all times
• Maintain the regular dividend, and grow it with long-term earnings
• Grow business where it meets our strategy and profitability requirements
1
2

Distribution to shareholders of approx USD 10.7bn includes approx USD 2.6bn dividends paid end of April 2015 and up to CHF 1.0bn for the public share buy-back
Dividend flows from January 2012 to March 2015

Vontobel Summer Conference | 20 May 2015

5

All Business Units contributed to Swiss Re's strong
Q1 2015 results
• Swiss Re reports first quarter net income of USD 1.4bn, supported by solid
underwriting and strong investment results; ROE of 16.1%
• P&C Reinsurance continues to deliver strong results with net income of USD 808m,
reflecting benign nat cat environment; ROE of 22.7%
• L&H Reinsurance reports net income of USD 277m and is on track to achieve its
target; ROE of 17.2%
• Corporate Solutions delivers a strong net income of USD 167m; ROE of 29.0%
• Admin Re® generates a gross cash generation of USD 52m; ROE of 12.7%
• Strong return on investments of 3.9% reflecting a solid asset management
performance in the current environment
• Group capitalisation remains very strong, with Group SST ratio at 223%, as filed with
Swiss regulator FINMA at the end of April
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Underwriting and investment performance are both strong
and stable
130%

5%

120%
110%
100%
90%

114.1
104.0

98.4

101.1

98.4
90.4

80%

98.2

98.3

97.9

90.2

4%
97.3
93.7

93.9
97.4

104.7

95.4

92.8

83.1

85.7

96.8

91.2

88.7

2%
85.4

85.0

70%

1%
0%

60%

5-year avg US Treasury risk-free rates (RHS)
6%

Group combined ratio (LHS)

1

Group combined ratio, 5y moving avg (LHS)

6.3

5%
4%

3%

4.7

5.1

5.5

5.0

5.3

4.7

4.4

3%

3.5

2%

4.0

3.6

3.7

3.9

1.8

1%

10-year avg US Treasury risk-free rates

ROI2

Underwriting discipline and active asset re-balancing are key success factors of Swiss
Re's long term performance
1
2

Historical combined ratios as published; 2009 and later based on new org. structure and calculation method, as initially disclosed at Investors' Day 2012
Historical ROIs as published; 2011 and later based on new calculation method, as initially disclosed at Investors' Day 2012
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Group capitalisation remains very strong under
Swiss Solvency Test (SST)
SST risk-bearing
capital

USD bn; %
70

SST target capital

SST ratio
300%

269%
245%

60

208%

50

241%

213%

223%

250%
200%

40
150%
30
100%

20

50%

10
0

40.5 15.0

38.5 18.5

40.7 19.1

48.7 19.8

52.2 21.6

52.6 23.6

SST 1/2010

1/2011

1/2012

1/2013

1/2014

1/2015 1

0%

Group SST 1/2015 reflects underlying business mix along with further decline in
interest rates, the implementation of Swiss Re's enhanced L&H model and projected
capital actions
1

SST 1/2015 as filed with FINMA at the end of April 2015, consolidated Group view; impact of October 2013 CHF 175m subordinated contingent write-off
securities not reflected in SST 1/2015
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Price quality of P&C Re portfolio remains attractive
following April renewals
January 2015 treaty renewals1

-1%
USD 8.9bn

USD 8.8bn

Up for renewal
1 Jan 2015

Estimated
outcome

YTD 2015 renewals (January – April)
Treaty portfolio volume

USD 10.3bn

USD

10.3bn

April 2015 treaty renewals

+7%
USD 1.4bn

Up for renewal
1 April 2015

USD 1.5bn
Up for renewal
YTD 2015

Estimated
outcome

Estimated
outcome

• Property Cat rates further softened for all markets, however business remains attractive
• Growth in April renewals mainly from High Growth Markets where price levels were more stable
• YTD risk adjusted price quality2 remains at 105%
1
2

January 2015 numbers have been restated with current fx rates
Swiss Re's risk adjusted price quality provides an economic view on price quality, ie includes rate and exposure changes, claims inflation and interest rates
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On track to meet our 2011-2015 Group financial targets
ROE 700 bps above risk free
average over 5 years (20112015)

EPS 10% average annual
growth rate, adjusted for
special dividends1

ENW per share growth plus
dividends 10% avg. annual
growth rate over 5 years

in %

in USD2

in USD

16.1
13.4

13.7

8.5

7.8

135.6

8.2

7.7
8.6

8.6

6.6

7.3

8.0

8.4

144.5

123.1

10.2
10.5

9.6

9.2

11.9

13.0
87.8

9.2

8.8

89.7

98.7

105.2

131.3
119.4

108.5

4.2
2.3

3

2010 2011 2012 2013 2014

= reported ROE

Q1
avg.
2015 20112015E

= 700 bps above US Gov 5 years

3

2010 2011 2012 2013 2014

Q1 2015E
2015

2010 2011 2012 2013 2014 2015E

= reported EPS

= reported ENWPS including
cumulative dividends in USD4

= EPS @10% avg. annual growth
(base: 2010), adjusted for special dividends1

= ENWPS @ 10% avg. annual growth
(base: 2010)

Delivering the 2011-2015 financial targets remains Swiss Re's top priority
1
2
3
4

EPS CAGR of 10% has been adjusted to 5% for 2015 to account for the distribution of excess capital through the special dividend of USD 1.1bn in April 2015.
Methodology is in line with the approach taken for the special dividend of USD 1.6bn paid in April 2014 and USD 1.5bn paid in April 2013
Assumes constant foreign exchange rate
Excl. CPCI
Cumulative dividends included in ENW per share were translated from CHF to USD using the fx rate of the dividend payment date; dividends included for 2011: USD
3.1 (CHF 2.75), 2012: USD 6.4 (CHF 3.00, or USD 3.3, in addition to the 2011 dividend), 2013: USD 14.5 (CHF 7.50, or USD 8.05, in addition to the 2011 and
2012 dividends), 2014: USD 23.5 (CHF 8.00, or USD 9.03, in addition to the 2011, 2012 and 2013 dividends)
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Priorities for the Group in 2015
•
•
•
•
•

Group

Focus on differentiation to generate value for clients and shareholders
Maintain focus on underwriting discipline and productivity measures
Allocate capital to risk portfolios that meet our strategic and financial targets
Continue to shift capital and talent to High Growth Markets
Grow regular dividends aligned with profitable business growth

Reinsurance

Corporate Solutions

Admin Re®

P&C

• Build on recent acquisitions in
High Growth Markets e.g.
Colombia, China

• Enhance the closed life book
franchise

• Strengthen P&C differentiated
solutions through unique client
access and offerings
• Maintain diversified portfolio and
underwriting track record

• Maintain selective underwriting
approach

• Maintain operational excellence
• Conduct selective growth

L&H
• Continue to grow new Life
business; further develop Health
opportunities
• Deliver 2015 ROE of 10-12%

Delivering the 2011-2015 financial targets remains our top priority
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Looking at 2016 and beyond, our new Group targets are
focusing on profitability and economic growth
Two Group financial targets to be introduced in 2016
Return on Equity
700bps above risk free (10-year US Gov Bonds1)

ENW Per Share Growth
(Year end ENW + dividends from current year
divided by previous year end ENW; all per share)

Rf+700bps

2016

10% per annum

Over the cycle

2015

2016

Over the cycle

•

"Over the cycle" timeframe provides a long-term goal, without being distorted by outlying years

•

New targets fully consistent with Swiss Re's capital priorities

Swiss Re remains committed to maintaining a strong capital position whilst deploying
capital towards profitable growth and creating shareholder value
1

Management to monitor a basket of rates reflecting Swiss Re's business mix
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Key drivers of P&C reinsurance pricing are mostly adding
downward pressure
Pricing drivers

Impact

Comments

Low interest rates

Improve P&C underwriting discipline

Regulatory changes

Greater recognition of risk mitigating tools under riskbased and economic solvency frameworks

Natural catastrophes

No globally significant nat cats have occurred in 2014

Reserve releases

Further reserve releases could weaken underwriting
discipline

Low inflation

Typically means low loss trends which is good for
current markets, but it creates further reserve releases

Industry
capitalisation

Excess capacity and alternative capital entering the
industry and increasing price pressure
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Swiss Re has a different business model from alternative
capital providers

1. Main income driver

Collateralised
reinsurers

Hedge fund
reinsurers

Swiss Re

Underwriting

Investing

Underwriting

US Nat Cat concentrated

Low severity only

Diversified

2. Risk pool
3. Service level & client relationships
4. Underwriting expertise
5. Creditworthiness
6. Admin expenses
7. Long-term reliability
Strong

Weak

Swiss Re's competitive position remains strong

Vontobel Summer Conference | 20 May 2015

15

We have a "high touch" interaction model
Visualisation of a client relationship
with a large Global client

Over the last four years…
• …we have documented 1 986
meetings and 1 060 phone calls
between Swiss Re employees
(87 ) and those of a Global Client
(99 )

Swiss Re

• …we have documented more than
90 000 meetings and 45 000
phone calls with our clients in
total. Altogether, 4 500 Swiss Re
employees were in contact with
more than 55 000 client
employees
Individuals

Global client

8+ interactions over last 4 years
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Differentiation through access and solutions
• Swiss Re underwrites P&C business both directly
with clients and via brokers (split approximately
50/50)

Expected economic profit by source
Globals division, January 2015 renewals

• Our client centric focus has strengthened
relationships throughout our clients.
• The depth and breadth of our relationships
allows targeted solutions for clients and assists
with knowledge transfer and product
development
• Swiss Re often achieves differentiated terms and
conditions

Unique
transactions:
Large Deals &
Customized
Solutions

32%
68%

Open market:
Market
Placement

Customized solutions deliver exactly what clients need and produce higher margins for Swiss Re
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Key competencies driving Swiss Re's competitive
advantage in underwriting
Portfolio
steering

Hedging

R&D

Innovation,
large and
structured
transactions

151 Years
Capital
strength

In an inefficient
market, skilled
portfolio steering

Our retro and
hedging team

Re/insurance is a
knowledge business

Focus on tailored
and large lines

Superior balance
sheets and 151
years of history

 creates extra
economic value

 exploits price
differences between
re/insurance and
capital markets

 markets are
intransparent

 with better
economics than
open market
placements

 are valued by
clients

 R&D provides
competitive
advantage in risk
selection
 requires
economies of scale

 requires highly
developed
structuring and UW
expertise

 give preferential
access to long tail
business
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Swiss Re initiatives to respond to cyber risk challenges
and big data opportunities
Cyber risk

Big data &
smart
analytics

•

Engage with industry bodies to align wider industry
positions and develop best practices

•

Collaborate with IT services companies and academic
institutions on threat scenarios and modelling

•

Monitor existing policies for incremental cyber
exposure in light of new threat scenarios

•

Partner with clients

•

Products distribution and innovation

•

Increase risk assessment accuracy and efficiency of
underwriting and business management

•

Improve productivity

•

Develop capabilities and partnerships
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Significant potential for insurance industry to narrow
the protection gap
USD bn
450

• Economic development,
population growth and a
higher concentration of
assets in exposed areas
are increasing the
economic cost of
disasters

Uninsured losses
Insured losses
10-year moving average insured losses
10-year moving average total economic losses

400
350
300
250

• The protection gap for
2014 losses was USD
75bn

200
150

• With our focus on
expanding insurance
penetration, Swiss Re is
well positioned to benefit
from this trend

100
50
0
1980

1985

1990

1995

2000

2005

2010

Source: Swiss Re Economic Research & Consulting and Cat Perils, Sigma on natural catastrophes and man-made disasters
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Different solutions are available to address
the insurance gap
How to close the gap?
Solution type

Economic
loss

Foregone revenues
Damaged public
physical assets
Clean up costs

gap

Macro

Risk transfer solutions
for (sub)sovereigns to cover
their direct or indirect costs

Emergency relief

Damaged
uninsured
private assets

Insured
loss

Description

Livelihood assistance,
rehabilitation of the
poor

Insurance
Solutions

Micro

Insurance schemes and pools
to increase insurance penetration

Simplified products distributed
via aggregators such as
MFIs, NGOs, and corporates

22
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Conclusion
• Swiss Re benefits from geographic and business mix diversification. We reported
another strong set of results in Q1 2015
• Swiss Re remains committed to maintaining a strong capital position whilst deploying
capital towards profitable growth and creating shareholder value - delivering our
2011-2015 financial targets remains Swiss Re's top priority
• Swiss Re is well positioned to face the challenges and opportunities in the
re/insurance sector
• Differentiation and underwriting outperformance is of critical importance in current
P&C environment. Swiss Re has outperformed in the past, and will continue to do so
• Swiss Re has developed internal capabilities and leads external initiatives to
strengthen risk assessment and respond to big data and cyber risk challenges
• Massive insurance and protection gaps underpin the potential of the insurance
market

Vontobel Summer Conference | 20 May 2015

24

Q&A
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Corporate calendar & contacts
Corporate calendar
2015
30 July
29 October
8 December

Second Quarter 2015 Results
Third Quarter 2015 Results
Investors' Day

Conference call
Conference call
Zurich

2016
23 February

Annual Results 2015

Conference call

Investor Relations contacts
Hotline
+41 43 285 4444

E-mail
Investor_Relations@swissre.com

Philippe Brahin
+41 43 285 7212

Ross Walker
+41 43 285 2243

Simone Lieberherr
+41 43 285 4190

Simone Fessler
+41 43 285 7299

Chris Menth
+41 43 285 3878
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Cautionary note on forward-looking statements
Certain statements and illustrations contained herein are forward-looking. These statements (including as to plans objectives, targets and trends) and illustrations provide
current expectations of future events based on certain assumptions and include any statement that does not directly relate to a historical fact or current fact.
Forward-looking statements typically are identified by words or phrases such as “anticipate“, “assume“, “believe“, “continue“, “estimate“, “expect“, “foresee“, “intend“,
“may increase“ and “may fluctuate“ and similar expressions or by future or conditional verbs such as “will“, “should“, “would“ and “could“. These forward-looking
statements involve known and unknown risks, uncertainties and other factors, which may cause Swiss Re’s actual results of operations, financial condition, solvency ratios,
liquidity position or prospects to be materially different from any future results of operations, financial condition, solvency ratios, liquidity position or prospects expressed
or implied by such statements or cause Swiss Re to not achieve its published targets. Such factors include, among others:
•
•
•

•

•

•
•
•

•
•

further instability affecting the global financial system and developments related
thereto;
deterioration in global economic conditions;
Swiss Re’s ability to maintain sufficient liquidity and access to capital markets,
including sufficient liquidity to cover potential recapture of reinsurance
agreements, early calls of debt or debt-like arrangements and collateral calls due
to actual or perceived deterioration of Swiss Re’s financial strength or otherwise;
the effect of market conditions, including the global equity and credit markets, and
the level and volatility of equity prices, interest rates, credit spreads, currency
values and other market indices, on Swiss Re’s investment assets;
changes in Swiss Re’s investment result as a result of changes in its investment
policy or the changed composition of its investment assets, and the impact of the
timing of any such changes relative to changes in market conditions;
uncertainties in valuing credit default swaps and other credit-related instruments;
possible inability to realise amounts on sales of securities on Swiss Re’s balance
sheet equivalent to their mark-to-market values recorded for accounting purposes;
the outcome of tax audits, the ability to realise tax loss carryforwards and the
ability to realise deferred tax assets (including by reason of the mix of earnings in
a jurisdiction or deemed change of control), which could negatively impact future
earnings;
the possibility that Swiss Re’s hedging arrangements may not be effective;
the lowering or loss of one of the financial strength or other ratings of one or more
Swiss Re companies, and developments adversely affecting Swiss Re’s ability to
achieve improved ratings;

•
•
•

•
•
•
•
•
•

•
•
•

•
•

the cyclicality of the reinsurance industry;
uncertainties in estimating reserves;
uncertainties in estimating future claims for purposes of financial reporting,
particularly with respect to large natural catastrophes, as significant
uncertainties may be involved in estimating losses from such events and
preliminary estimates may be subject to change as new information becomes
available;
the frequency, severity and development of insured claim events;
acts of terrorism and acts of war;
mortality, morbidity and longevity experience;
policy renewal and lapse rates;
extraordinary events affecting Swiss Re’s clients and other counterparties,
such as bankruptcies, liquidations and other credit-related events;
current, pending and future legislation and regulation affecting Swiss Re or its
ceding companies, and the interpretation of legislation or regulations by
regulators;
legal actions or regulatory investigations or actions, including those in respect
of industry requirements or business conduct rules of general applicability;
changes in accounting standards;
significant investments, acquisitions or dispositions, and any delays,
unexpected costs or other issues experienced in connection with any such
transactions;
changing levels of competition; and
operational factors, including the efficacy of risk management and other
internal procedures in managing the foregoing risks.

These factors are not exhaustive. Swiss Re operates in a continually changing environment and new risks emerge continually. Readers are cautioned not to place undue
reliance on forward-looking statements. Swiss Re undertakes no obligation to publicly revise or update any forward-looking statements, whether as a result of new
information, future events or otherwise.
This communication is not intended to be a recommendation to buy, sell or hold securities and does not constitute an offer for the sale of, or the solicitation of an offer to
buy, securities in any jurisdiction, including the United States. Any such offer will only be made by means of a prospectus or offering memorandum, and in compliance with
applicable securities laws.
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