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KEy infoRMAtion

Financial highlights
for the twelve months ended 31 December

USD millions, unless otherwise stated 2012 2013 Change in %

Group
EVM profit 4 152 4 007 –3
EVM income 5 218 6 339 21
Premiums and fees 31 707 36 660 16
Economic net worth 33 928 37 188 10
Economic net worth per share in USD 98.87 108.67 10
new business profit margin1 13.8% 9.6%  
new business ERoC1 19.3% 15.3%  

Property & Casualty Reinsurance
EVM profit 2 588 3 568 38
EVM income 3 261 4 801 47
Premiums and fees 14 562 16 061 10
new business profit margin1 17.3% 17.5%  
new business ERoC1 22.1% 20.9%  

Life & Health Reinsurance
EVM profit 1 017 –295 –
EVM income 880 –619 –
Premiums and fees 14 301 17 137 20
new business profit margin1 10.4% 4.9%  
new business ERoC1 17.5% 12.7%  

Corporate Solutions
EVM profit 292 581 99
EVM income 471 610 30
Premiums and fees 2 465 3 462 40
new business profit margin1 7.2% 7.6%  
new business ERoC1 13.4% 13.7%  

Admin Re®
EVM profit 112 233 108
EVM income 621 1 082 74
Premiums and fees 379 –
new business profit margin1 147.2% n/a
new business ERoC1 183.9% n/a

1 Definition of profit margin and economic return on capital employed (ERoC) is provided in note 2 Definitions  
   and parameter.
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INTRODUCTION

intRoDUCtion

EVM is an integrated 
economic account-
ing and steering 
framework based on 
market consistent 
valuations and is the 
method for measur-
ing value creation for 
all business activities 
at Swiss Re

Economic Value Management (EVM) is 
Swiss Re Group’s integrated economic 
valuation and accounting framework for 
planning, pricing, reserving, and steering 
our business.

the publication of our EVM results 
allows stakeholders to see the 
connection between risk-taking and 
value creation. EVM provides us with 
a consistent framework to evaluate 
the outcome of controlled risk-taking 
and capital allocation decisions 
throughout a performance cycle. We 
are able to compare economic returns 
across businesses and product lines and 
therefore steer capital capacity, taking 
into account risk appetite constraints.

We separate performance evaluation 
between underwriting and investment 
activities. this separation allows our 
underwriters to focus on the costing 
parameters that require their expert 
judgement, while our investment 
professionals apply their expertise to 
decisions on systematic financial market 
risk. Economic value for shareholders is 
created if underwriting deploys capital in 
a manner that generates economic profit 
from core cash flows (after the cost of 
capital is charged), and investments 
outperform a minimum risk benchmark 
that is linked to the underwriting 
liabilities (after the cost of capital is 
charged).

the performance cycle for underwriting 
is measured consistently over time by 
comparing costing at inception with the 
subsequent development of the business 
written. the underlying cause for any 
subsequent development can be 
analysed and fed back into costing and 
ultimately strategy. investment activities 
are evaluated based on the performance 
of asset allocation decisions, taking into 
account our liability driven risk budgeting 
framework. the overall performance is 
then considered in compensation 
discussions.

EVM provides us with a consistent 
measurement tool to support business 
steering decisions underlying value 
creation.

our EVM framework rests on a set of 
formal valuation and accounting 
principles. these include:
 ̤ market consistent valuation of all 

assets and liabilities,
 ̤ exclusion of potential future new 

business (closed book approach),
 ̤ recognition of all profits on new 

business at inception and of changes 
in estimates as they occur,

 ̤ best estimates of future projected  
cash flows,

 ̤ performance measurement after  
capital costs (i.e. cost to shareholders  
of providing risk capital),

 ̤ performance segmented between 
underwriting and investment 
activities.

the EVM valuation and accounting 
principles are consistently applied to all 
assets, liabilities and business activities  
of Swiss Re and are subject to strict 
governance guidelines. Changes to 
the EVM principles require approval  
by the Group Risk and Capital 
Committee. 

in assessing whether changes to the 
EVM accounting principles are required, 
we monitor developments in other 
frameworks such as US Generally 
Accepted Accounting Principles (US 
GAAP), Market Consistent Embedded 
Value (MCEV) Principles©, the European 
Solvency ii framework (Solvency ii), 
the Swiss Solvency test (SSt) and 
other relevant sources. A more detailed 
description of the EVM valuation and 
accounting principles is included in 
note 1 to the EVM financial statements.

our EVM financial statements 
(unaudited) provide an economic view 
of our business performance and include 
an economic balance sheet, income 
statement and related notes. 
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the composition of the EVM balance 
sheet is illustrated as follows:

Assets are carried at market consistent 
values. the market consistent value of 
liabilities is determined by replicating 
best estimate liability cash flows using 
a portfolio of traded financial market 
instruments. it takes into account the 
time value of money by using risk free 
interest rates for discounting. Since 
EVM is based on replication, no liquidity 
premium is included in the valuation of 
liabilities and hence in the determination 
of the Group’s economic net worth 
(EnW). EnW is the difference between 
the market consistent value of assets 
and liabilities, and could be seen as an 
economic measure of shareholders’ 
equity.

our economic income statement 
includes:
 ̤ new business profit from 

underwriting,
 ̤ changes in previous years’ business 

profit from underwriting,
 ̤ the result from investment activities.

new business is defined as business that 
incepted in the current reporting year. in 
determining new business profit, all cash 
flows resulting from new reinsurance 
and insurance contracts that incepted in 
the current reporting year are recognised 
at inception on a present value basis. 
Embedded financial options and 
guarantees are valued on a market 
consistent basis.

the composition of new business profit 
is illustrated as follows:

the underwriting result from previous 
years’ business represents the present 
value of all changes in estimated cash 
flows on reinsurance and insurance 
contracts incepting in prior reporting 
years. these changes in cash flows 
reflect changes in best estimates as  
they occur. 

in addition, many contracts written 
in prior years have a policy term that 
extends into the current year (e.g. 
contracts incepting on 1 April, for a 
12-month policy term). therefore, 
insurance events in the current year 
can affect the result of previous years’ 
business. 

EVM profit
EVM profit is a risk-adjusted measure 
of performance that can be compared 
across all business activities.

EVM income
EVM income is the total return 
generated for shareholders and 
includes the release of capital costs. 
EVM income is therefore not a risk- 
adjusted performance measure.

Economic net worth
Economic net worth (EnW) is defined 
as the difference between the 
market consistent value of assets 
and liabilities. EnW is an economic 
measure of shareholders’ equity 
and the starting point in determining 
available capital under the Swiss 
Solvency test (SSt).

EVM capital 
EVM capital is the risk capital required 
to support uncertainty related to 
estimated cash flows arising from 
existing underwriting and investment 
activities.

EVM profitability ratios 
Profit margin is the ratio of EVM profit 
divided by EVM capital. As EVM 
profit is risk-adjusted, this ratio can be 
used to compare profitability across 
all underwriting and investment 
activities on a consistent basis. 
Economic return on capital employed 
(ERoC) is the ratio of EVM income 
divided by EVM capital. this ratio 
could be seen as the economic 
equivalent of US GAAP return on 
equity (RoE). 

New 
business 
underwriting 
cash flows

Present value of:

New 
business 
profit

Expenses

Capital costs

Taxes

Other

Market consistent 
value of assets

Market consistent 
value of liabilities

Economic 
net worth
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Comparison of EVM and US GAAP

the most significant differences between EVM and US GAAP are as follows:

 EVM US GAAP
Profit recognition on new contracts At inception over lifetime of the contract 
Actuarial assumptions Best estimate Property & Casualty: best estimate 

Life & Health: generally locked-in assumptions
Liability cash flows 
 
 

Discounted using risk free rates 
 
 

Property & Casualty: generally no discounting 
Life & Health: generally discounted at locked-in historical rates  
and without market consistent valuation of embedded options 
and guarantees

investment assets Market values Mostly market values, with exceptions such as real estate and 
own used property

Goodwill and intangibles not recognised Recognised, subject to impairment test
Debt Market values Generally at amortised cost
Changes in interest rates 
 

Asset change offset by change  
in insurance liability 

Unrealised gains or losses on available-for-sale securities           
recognised in shareholders’ equity; Generally no change in          
insurance liability

Capital cost recognition yes no

in determining the result from investment 
activities, the investment outperformance 
represents the mark-to-market return 
on invested assets, after deducting the 
liability-based benchmark return 
required to support the economic 
liabilities. the return on the liability-
based benchmark is deducted because 
it is credited to underwriting activities in 
determining the underwriting profit. 
this ensures that our client facing and 
costing teams are evaluated on the 
success in delivering economic value 
through underwriting profitability, while 
our investment activities are evaluated 
on the success in delivering risk-adjusted 
investment returns.

the composition of investment profit can 
be illustrated as follows:

EVM explicitly recognises that there is a 
cost to shareholders of taking risk and 
thus value creation needs to be assessed  
after taking these costs into account. 
Capital costs for both underwriting 
and investment activities include:
 ̤ base cost of capital reflected through 

a charge for risk free return on 
available capital and market risk 
premiums. Market risk premiums 
compensate for systematic, non-
diversifiable risk exposure, mainly 
assumed through investment 
activities,

 ̤ frictional capital costs, which 
compensate for agency costs, cost  
of potential financial distress, double 
taxation cost and regulatory 
(illiquidity) costs.

for more information about EVM, refer  
to the EVM teach-in materials published  
on 31 March 2008, and the technical 
publication “the Economics of 
insurance”. these are available at  
http://media.swissre.com/documents/ 
2006_evm_slides.pdf and  
http://media.swissre.com/documents/
pub_economics_of_insurance_en.pdf, 
respectively.

The concept of investment out- or 
underperformance in EVM

Mark-to-market return
includes net investment income, 
realised gains and losses and changes 
in unrealised gains and losses 
reported under US GAAP. in addition, 
it includes changes in market value of 
investment positions carried at 
amortised cost under US GAAP. it 
excludes the following US GAAP 
items: investment income from 
cedants, unit linked and with profit 
business and mortgages and other 
loans as well as minority interest and 
depreciation.

Liability-based benchmark return
Changes in the economic value of 
liabilities as a result of changes in 
risk free discount rates, changes in 
credit spreads, changes in equity 
prices or changes in the economic 
value of embedded options and 
guarantees.

Outperformance
Defined as the difference between 
mark-to-market return and the return  
on the liability-based benchmark.

Investment 
outperfor- 
mance

Investment 
profit

Expenses

Capital costs

Taxes

Other



Swiss Re EVM Annual Report 2013 7

this page is intentionally left blank



8 Swiss Re EVM Annual Report 2013

FINANCIAL yEAR

GRoUP EVM RESULtS

Strong investment 
performance, strong 
underwriting and 
lower claims offset 
weaker margins

Swiss Re generated an EVM income of 
USD 6.3 billion in 2013, compared to 
USD 5.2 billion in 2012. After taking into 
account capital costs, EVM profit was 
USD 4.0 billion, compared to an EVM 
profit of USD 4.2 billion in the previous 
year.

the Group results in 2013 reflected 
strong underwriting performance from 
Property & Casualty Reinsurance and 
Corporate Solutions. Life & Health 
Reinsurance suffered from negative 
development on the in-force book. EVM 
profit for Admin Re® was mainly related 
to a strong investment performance.

Economic return on capital (ERoC) for 
new business was 15.3% for 2013 
compared to 19.3% in 2012. the new 
business profit margin was 9.6% in 
2013, decreasing from 13.8% in 2012. 
the previous years’ business profit 
margin was 4.8%.

Property & Casualty Reinsurance 
reported an EVM profit of USD 3.6 billion, 
compared to an EVM profit of USD 2.6 
billion in 2012. the result was driven 
by strong underwriting performance, 
reflecting premium growth, positive 
previous years’ business development 
and a positive investment result. this 
was partly offset by several natural 
catastrophes and man-made losses 
experienced in 2013.  
Life & Health Reinsurance reported an 
EVM loss of USD 0.3 billion in 2013, 
compared to an EVM profit of USD 1.0 
billion in 2012. the result was mainly 
driven by the negative impact from 
business recaptured in the first quarter 
2013, negative assumption changes for 
post-level term business in the US, 
reserve strengthening for Group 
disability business in Australia and a 
negative investment result driven by the 
impact of rising interest rates on a long 
interest rate position.

Corporate Solutions delivered an EVM 
profit of USD 0.6 billion in 2013, 
compared to an EVM profit of USD 0.3 
billion in 2012. the positive result was 
driven by continued profitable growth 
across most lines of business, positive 

previous years’ business development 
and a profit from investment activities.

EVM profit for Admin Re® was USD 0.2 
billion, compared to an EVM profit of 
USD 0.1 billion in 2012. this result was 
driven by a positive investment 
performance, partially offset by a new 
business loss driven by acquisition 
expenses that did not result in new deals 
in 2013.

2013 Group results

new business profit
EVM new business profit was USD 2.2 
billion, compared to USD 2.0 billion in 
2012, driven by higher volumes in 
Property & Casualty Reinsurance, 
new large transactions in Life & Health 
Reinsurance and organic growth in 
Corporate Solutions.

the present value of premiums and fees 
was USD 36.7 billion. the increase of 
16% compared to 2012 is driven by 
Life & Health Reinsurance with a large 
transaction in Japan and the expiry of a 
major quota share retrocession 
agreement in Property & Casualty 
Reinsurance and Corporate Solutions.

the present value of claims and benefits 
increased by 4% in 2013 compared 
to 2012, driven by Life & Health 
Reinsurance with a large transaction in 
Japan, partially offset by the impact of 
higher interest rates in 2013.

the present value of commissions 
increased by 61% in 2013 compared to 
2012, primarily driven by Life & Health 
Reinsurance.

the present value of expenses increased 
to USD 3.1 billion in 2013, from USD 2.7 
billion in 2012. the expense ratio was 
stable at 8.4% in 2013.
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the present value of capital costs 
increased by 61% to USD 1.2 billion in 
2013, mainly driven by lower 
retrocession volumes and large 
transactions.

Previous years’ business profit
EVM profit from previous years’ business 
was USD 0.5 billion, compared to a profit 
of USD 0.5 billion in 2012. the result 
was primarily driven by positive reserve 
development in Property & Casualty 
Reinsurance and Corporate Solutions. 
this was partially offset by the adverse 
impact from business recaptured in the 
first quarter 2013, negative assumption 
changes for post-level term business in 
the US and reserve strengthening for 
Group disability business in Australia.

Profit from investment activities
EVM profit for investment activities was 
USD 1.3 billion. the result was driven by 
the performance on equity exposure and 
alternative investments as global 
markets rose and credit investments as 
spreads tightened. Rising yields resulted 
in a net benefit due to the overall short 
duration position. Higher unit-linked 
investment related fee income also 
contributed to the results as UK equities 
rose.

Group items
Group items reported an EVM loss of 
USD 80 million in 2013, compared to a 
profit of USD 143 million in 2012. 
EVM loss on new business was USD 47 
million, driven by overhead expenses, 
partially offset by trademark license fees 
from business units. EVM profit on 
previous years’ business was USD 72 
million, driven by expense reserve 
releases. EVM loss on investment 
activities was USD 105 million in 2013, 
driven by losses for credit correlation. 
this was partially offset by gains in 
Principal investments and mark-to-
market gains by treasury activities. 
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EVM income statement

USD millions 2012 2013 Change in %

Underwriting result
New business result

Premiums and fees 31 707 36 660 16
Claims and benefits –21 454 –22 417 4
Commissions –4 164 –6 708 61
Expenses –2 667 –3 090 16
taxes –756 –913 21
Capital costs –752 –1 207 61
other –67 –76 13
Sale of Admin Re® US 153 –

New business profit (loss) 2 000 2 249 12
Previous years’ business profit (loss) 538 496 –8

Underwriting profit (loss) 2 538 2 745 8
investment result

outperformance (underperformance) 4 022 3 605 –10
Expenses –349 –331 –5
taxes –826 –706 –15
Capital costs –1 331 –1 385 4
other 98 79 –19

Investment profit (loss) 1 614 1 262 –22
EVM profit (loss) 4 152 4 007 –3

Change in market value of debt –1 330 –1 005 –24
Release of current year capital costs 2 396 2 548 6
Additional taxes 789 ‒
EVM income 5 218 6 339 21

2012 2013 Change in pp

new business profit margin1 13.8% 9.6% –4.2
Previous years’ business profit margin1 4.5% 4.8% 0.3
investment profit margin1 12.9% 8.6% –4.3

new business ERoC1 19.3% 15.3% –4.0
investment ERoC1 24.2% 18.2% –6.0

1 Definition of profit margin and economic return on capital employed (ERoC) is provided in note 2 Definitions and parameters.
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Summary EVM income statement by business segment

USD millions 2012 2013 Change in %

new business result (by business segment)
Property & Casualty 1 154 1 706 48
Life & Health 646 565 –13

Reinsurance 1 800 2 271 26
Corporate Solutions 97 154 58
Admin Re® 116 –129 ‒
Group items –13 –47 262

New business profit (loss) 2 000 2 249 12
Previous years’ business result (by business segment)

Property & Casualty 910 918 1
Life & Health 137 –779 ‒

Reinsurance 1 047 139 –87
Corporate Solutions 12 203 ‒
Admin Re® –486 82 ‒
Group items –35 72 ‒

Previous years’ business profit (loss) 538 496 –8
investment result (by business segment)

Property & Casualty 524 944 80
Life & Health 234 –81 ‒

Reinsurance 758 863 14
Corporate Solutions 183 224 23
Admin Re® 482 280 –42
Group items 191 –105 ‒

Investment profit (loss) 1 614 1 262 –22
EVM profit (loss) 4 152 4 007 –3

Change in market value of debt –1 330 –1 005 –24
Release of current year capital costs 2 396 2 548 6
Additional taxes 789 ‒
EVM income 5 218 6 339 21
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Continued strong 
underwriting 
performance

Property & Casualty Reinsurance 
reported an EVM profit of USD 3.6 billion 
for 2013, compared to USD 2.6 billion 
in 2012. the increase was mainly driven 
by strong underwriting performance, 
reflecting premium growth and 
favourable prior year development, 
as well as a positive investment result. 
2013 benefited from a lower impact of 
large and medium natural catastrophes 
and man-made losses experienced 
compared to 2012.

Major natural catastrophe events in 
2013 included floods in Central and 
Eastern Europe and Canada, hailstorms 
in Germany and winterstorms in Europe. 
Large man-made losses included floods 
at a Russian hydro power plant, a fire at 
a micro-processor plant in China and a 
marine loss in Japan.

new business profit
the EVM profit for new business in 
Property & Casualty Reinsurance was 
USD 1.7 billion for 2013, at an increased 
profit margin on new business 
underwriting of 17.5%, compared to 
17.3% in 2012.

the present value of premiums increased 
by 10% to USD 16.1 billion compared to 
2012. the increase was mainly driven  
by the expiry of a major quota share 
retrocession agreement at the end  
of 2012, partially offset by reduced 
cessions on large quota share 
transactions in Europe. 

the present value of claims increased by 
6% to USD 9.2 billion in 2013 compared 
to 2012, mainly due to the premium 
growth, partially offset by better natural 
catastrophe experience year on year.

the present value of commissions 
increased to USD 3.1 billion. Compared 
to 2012 the increase of commissions 
was in line with premium growth. the 
commission ratio remained relatively 
stable at 19.3% for 2013 compared  
to 2012. 

the expense ratio slightly improved to 
8.0% for 2013 compared to 8.3% in 
2012, mainly driven by the higher 
premium volume.

Property & Specialty new business profit 
for 2013 was USD 1.6 billion. this was 
an increase of USD 0.5 billion compared 
to 2012, mainly due to the expiry of a 
major quota share retrocession, and 
positive experience on natural 
catastrophes and large losses, mainly 
in the Americas.

Casualty new business profit for  
2013 remained stable versus 2012 
at USD 0.1 billion.

Previous years’ business profit
EVM profit on previous years’ business 
was USD 0.9 billion in 2013. the 
main drivers for the result in 2013 were 
positive net reserve releases and 
favourable valuation updates on pension 
fund liabilities.

Property & Specialty reported previous 
years’ business profit of USD 0.5 billion 
in 2013. the positive result was 
mainly driven by reserve releases and 
favourable valuation changes for pension 
fund liabilities. in 2012 Property &  
Specialty previous years’ business profit 
was USD 0.7 billion.

in 2013 Casualty reported an EVM 
profit for previous years’ business of 
USD 0.4 billion, largely driven by net 
reserve releases across all regions, 
despite the reserve strengthening for 
US asbestos claims and European 
Motor business. in 2012 Casualty 
previous years’ business profit was 
USD 0.6 billion.

Profit from investment activities
investment activities for Reinsurance 
Property & Casualty contributed USD 0.9 
billion to the segment’s EVM profit. 
this positive result was mainly driven 
by the impact of a change to the 
Strategic Asset Allocation, along with 

REinSURAnCE

Property & Casualty
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Property & Casualty Reinsurance results

USD millions 2012 2013 Change in %

Underwriting result
New business result

Premiums and fees 14 562 16 061 10
Claims and benefits –8 691 –9 192 6
Commissions –2 720 –3 103 14
Expenses –1 209 –1 285 6
taxes –471 –482 2
Capital costs –279 –268 –4
other –38 –25 –34

New business profit (loss) 1 154 1 706 48
Previous years’ business profit (loss) 910 918 1

Underwriting profit (loss) 2 064 2 624 27
investment result

outperformance (underperformance) 1 396 1 965 41
Expenses –151 –115 –24
taxes –185 –397 115
Capital costs –576 –554 –4
other 40 45 13

Investment profit (loss) 524 944 80
EVM profit (loss) 2 588 3 568 38

Change in market value of debt –293 –707 141
Release of current year capital costs 966 960 –1
Additional taxes 980 ‒
EVM income 3 261 4 801 47

2012 2013 Change in pp

new business profit margin1 17.3% 17.5% 0.2
Previous years’ business profit margin1 39.4% 20.3% –19.1
investment profit margin1 11.4% 17.5% 6.1

new business ERoC1 22.1% 20.9% –1.2
investment ERoC1 24.0% 27.9% 3.9

1 Definition of profit margin and economic return on capital employed (ERoC) is provided in note 2 Definitions and parameters.

performance on existing credit and 
equity positions, as spreads tightened 
and global markets rose.

EVM profit was higher in 2013 as 
compared to 2012 primarily driven by 
the impact of rising interest rates on the 
short duration position and stronger 
returns on equity and alternative 
investments. in total, credit investments 

and other spread products contributed  
a lesser amount in 2013 as compared  
to 2012, as spreads tightened more 
materially in 2012.

Sensitivities
the most important assumptions 
impacting the reported new business  
or previous years’ business EVM 
underwriting profit are the estimated 

claims and their average term to 
settlement. if projected new business 
claims were to increase by 10% the 
Property & Casualty Reinsurance 
economic net worth would fall by  
USD 0.7 billion. on the investment side, 
a 10% decrease in global equity and 
property prices would reduce economic 
net worth by USD 1.3 billion.
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Life & Health

Strong new business 
growth

Life & Health Reinsurance reported an 
EVM loss of USD 0.3 billion in 2013, 
compared to an EVM profit of USD 1.0 
billion in 2012, largely driven by previous 
years’ business losses and negative 
investment performance, partially offset 
by EVM profit on new business. EVM 
profit on new business was significantly 
above expectations, mainly due to large 
new transactions. the profit margin on 
new business underwriting was at 4.9% 
in 2013 compared to 10.4% in 2012, 
driven by higher allocated capital as a 
result of large transactions.

new business profit
EVM profit on new business for 2013 
was USD 0.6 billion, 13% lower 
compared to 2012, but significantly 
better than expected.

the present value of premiums & fees 
and claims & benefits for 2013 new 
business both increased by 20% and 
3%, respectively, as compared to 2012. 
this was mainly due to additional 
volumes, though partially offset by large 
longevity deals in 2012 which were not 
being repeated in 2013.

Commissions as a percentage of 
premium & fees were 18.1% compared 
to 8.3% in 2012. the large increase of 
the ratio for the 2013 new business was 
mainly driven by the additional volumes.

the expense ratio for the 2013 new 
business was 5.3% compared to 5.1% 
in 2012. the increase was a result of 
higher expense allocation to the 
business segment.

the 2013 new business profit for Life 
and Health business was USD 0.4 billion 
and USD 0.2 billion, respectively.

Previous years’ business profit
EVM loss for previous years’ business 
was USD 0.8 billion, compared to an 
EVM profit of USD 0.1 billion in 2012. 
the loss in 2013 was driven primarily by 
the adverse impact from business 
recaptured in the first quarter 2013, 

unfavourable impact from assumptions 
changes in the US post-level term 
business and negative developments in 
the Australia group disability business. 
this was partly offset by positive 
mortality assumption changes in 
Canada, model updates in UK and lower 
funding charges.

Profit from investment activities 
investment activities reported an EVM 
loss of USD 0.1 billion. the net impact of 
rising interest rates on the overall long 
duration exposure offset other positive 
results from spread tightening on credit 
and securitised exposure and 
performance on equity exposure, 
including alternative investments.

in 2012 EVM profit from investment 
activities was USD 0.2 billion. the 
decrease in EVM profit was mainly 
driven by the impact of rising interest 
rates on overall long duration exposure 
and lower performance from spread 
products, partially offset by gains from 
equity and alternative investments.

Sensitivities 
the most important assumptions 
impacting the reported new business 
or previous years’ business EVM 
underwriting profit are mortality and 
lapse rate assumptions. if mortality and 
morbidity rates reduced by 5% over 
current estimates, the Life & Health 
Reinsurance new business profit and 
economic net worth would increase by 
USD 0.3 billion and USD 2.5 billion, 
respectively. Conversely, if the general 
future mortality improvements currently 
assumed do not materialise, EVM new 
business profit and economic net worth 
would reduce by USD 0.4 billion and 
USD 6.7 billion, respectively. on the 
investment side, a 1% increase in global 
interest rates would reduce economic 
net worth by USD 0.5 billion.
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Life & Health Reinsurance results

USD millions 2012 2013 Change in %

Underwriting result
New business result

Premiums and fees 14 301 17 137 20
Claims and benefits –10 969 –11 345 3
Commissions –1 186 –3 107 162
Expenses –733 –907 24
taxes –316 –340 8
Capital costs –416 –825 98
other –35 –48 37

New business profit (loss) 646 565 –13
Previous years’ business profit (loss) 137 –779 ‒

Underwriting profit (loss) 783 –214 ‒
investment result

outperformance (underperformance) 806 410 –49
Expenses –80 –80 0
taxes –257 –74 –71
Capital costs –264 –357 35
other 29 20 –31

Investment profit (loss) 234 –81 ‒
EVM profit (loss) 1 017 –295 ‒

Change in market value of debt –880 –277 –69
Release of current year capital costs 743 855 15
Additional taxes –902 ‒
EVM income 880 –619 ‒

2012 2013 Change in pp

new business profit margin1 10.4% 4.9% –5.5
Previous years’ business profit margin1 1.6% –16.4% –18.0
investment profit margin1 6.9% –1.9% –8.8

new business ERoC1 17.5% 12.7% –4.8
investment ERoC1 14.9% 6.9% –8.0

1 Definition of profit margin and economic return on capital employed (ERoC) is provided in note 2 Definitions and parameters.
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CoRPoRAtE SoLUtionS

Corporate Solutions realised an EVM 
profit of USD 581 million in 2013, an 
increase of USD 289 million from the 
2012 result of USD 292 million. 
the increase was driven by continued 
profitable business growth across most 
lines of business, favourable reserve 
development of previous years’ business 
and increased profit from investment 
activities. this was partially offset by 
higher expenses.

the profit margin on new business 
underwriting in 2013 was 7.6%, which 
was an improvement compared to 7.2% 
in the prior year.

new business profit
Gross premium1 increased 13% to 
USD 3.9 billion in 2013, compared to 
USD 3.4 billion in 2012, confirming the 
ambition to attain USD 4-5 billion of 
gross premiums by 2015 is on track. 
EVM profit on new business increased 
to USD 154 million in 2013, compared 
to USD 97 million in 2012. the increase 
was primarily driven by continued 
profitable business growth across most 
lines of business and benign natural 
catastrophes losses, partly offset by 
higher expenses.

in line with business volume growth, and 
due to the expiry of the major quota 
share retrocession agreement at the end 
of 2012, the present value of premiums, 
claims and commissions as well as 
capital costs increased in 2013.

Property & Specialty new business profit 
increased to USD 142 million in 2013, 
compared to USD 98 million in 2012. 
the positive result in 2013 was due 
to higher volumes and lower natural 
catastrophe losses compared to 2012.  

new business profit for Casualty 
decreased to USD 12 million in 2013, 
compared to USD 22 million in 2012. 
the decrease was primarily due to 
higher expenses in 2013, partly offset 
by profitable higher business volume.

Previous years’ business profit
EVM profit on previous years’ business 
was USD 203 million in 2013, compared 
to a profit of USD 12 million in 2012, 
mainly related to business written  
in 2012. 

Property & Specialty previous years’ 
business profit increased to USD 114 
million in 2013. the result was driven 
by favourable reserve developments on 
Property and Marine business, partially 
offset by several current accident year 
large losses.

Casualty previous years’ business profit 
improved to USD 89 million in 2013, 
mainly driven by the decreased capital 
due to lower regulatory capital 
requirements. this was partially offset 
by a large European Casualty loss and 
unfavourable reserve developments.

Profit from investment activities
the EVM profit for investment activities 
was USD 224 million in 2013, compared 
to a profit of USD 183 million in 2012. 
the result was mainly driven by 
performance on equity exposure as 
global markets rose, as well as the 
impact of spread tightening on credit 
investments. the insurance derivative 
business improved to USD 91 million 
from USD 70 million in 2012. these 
contracts offer protection against 
weather perils and other risks related 
to insurance, but are accounted for as 
derivatives. 

total financial contribution
the total financial contribution (tfC) 
of Corporate Solutions includes 
development of historical loss reserves 
remaining in Reinsurance for previous 
years’ business profit. the tfC EVM 
profit increased to USD 548 million in 
2013 from USD 500 million in 2012 
while the tfC EVM income improved to 
USD 645 million from USD 585 million 
in 2012.

Profitable growth 
continues, growth 
plan on track 

1 Present value of premiums and fees before rein-
surance.



Swiss Re EVM Annual Report 2013 17

FINANCIAL yEAR | CoRPoRAtE SoLUtionS

Corporate Solutions results

USD millions 2012 2013 Change in %

Underwriting result
New business result

Premiums and fees 2 465 3 462 40
Claims and benefits –1 444 –1 880 30
Commissions –258 –498 93
Expenses –524 –708 35
taxes –40 –105 164
Capital costs –98 –112 14
other –4 –5 25

New business profit (loss) 97 154 58
Previous years’ business profit (loss) 12 203 ‒

Underwriting profit (loss) 109 357 226
investment result

outperformance (underperformance) 304 393 29
Expenses –16 –26 63
taxes –58 –78 34
Capital costs –52 –69 33
other 5 4 –20

Investment profit (loss) 183 224 23
EVM profit (loss) 292 581 99

Change in market value of debt ‒
Release of current year capital costs 179 195 9
Additional taxes –166 ‒
EVM income 471 610 30

2012 2013 Change in pp

new business profit margin1 7.2% 7.6% 0.4
Previous years’ business profit margin1 43.9% 35.7% –8.2
investment profit margin1 27.0% 29.0% 2.0

new business ERoC1 13.4% 13.7% 0.3
investment ERoC1 2 37.4% 38.1% 0.7

1 Definition of profit margin and economic return on capital employed (ERoC) is provided in note 2 Definitions and parameters.
2 investment ERoC includes insurance derivatives accounted business.

Sensitivities
the most important assumptions 
impacting the reported new business 
or previous years’ business EVM 
underwriting profit are the estimated 
claims and their average term to 
settlement. if projected new business 

claims were to increase by 10%, 
economic net worth of Corporate 
Solutions would drop by USD 0.1 billion. 
on the investment side, a 10% decrease 
in global equity and property prices 
would reduce economic net worth by 
USD 0.1 billion.
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ADMin RE®

Admin Re® reported an EVM profit of 
USD 233 million for 2013, compared to 
a profit of USD 112 million in 2012. the 
primary driver of the result was strong 
investment performance mainly  
driven by spread tightening on credit 
investments. this more than offset a 
loss on underwriting, which was  
mainly driven by expenses allocated  
to acquisition costs.

new business profit
the EVM loss on new business was  
USD 129 million for 2013, compared to 
a profit of USD 116 million in 2012. the 
loss was driven by expenses allocated to 
acquisition costs and included expenses 
associated with the terminated Phoenix 
transaction. there was no offsetting new 
business profit as no new deals were 
executed in 2013. 

the 2012 profit on new business of  
USD 116 million was mainly driven by 
the sale of the Admin Re® US business.

Previous years’ business profit
the EVM profit on previous years’ 
business was USD 82 million for 2013, 
compared to a loss of 486 million in 
2012. the profit was mainly driven by 
favourable mortality assumptions in both 
the Admin Re® UK and Admin Re® US 
business. these more than offset losses 
on the retained block of business 
following the sale of the Admin Re® US 
business in 2012.

the 2012 loss on previous years’ 
business of USD 486 million was mainly 
driven by corporate realignment and 
continued reinvestment in Admin Re®, 
combined with impacts from the 
accelerated recognition of a retained 
block of business in the US.

investment from activities profit
the EVM profit from investment 
activities was USD 280 million for 2013, 
compared to a profit of USD 482 million 
in 2012. the profit was mainly driven by 
spread tightening on credit investments 
and higher unit-linked investment related 
fee income as UK equity markets rose, 
partially offset by rising interest rates 
on the long duration position.

the 2012 profit on investment activities 
of USD 482 million was mainly due to 
mark to market gains on both USD and 
GBP denominated credit exposures as 
spreads tightened.

Sensitivities
the most important assumptions 
impacting the reported economic net 
worth of Admin Re® are mortality trend 
rate assumptions. if the general future 
mortality improvements currently 
assumed do not materialise, economic 
net worth would increase by USD 0.2 
billion. on the investment side, a 10% 
decline in global equity and property 
prices would reduce economic net 
worth of Admin Re® by USD 0.1 billion,  
while a 1% increase in global interest 
rates would reduce economic net worth 
by USD 0.2 billion.

EVM strong 
investment 
performance offset 
by underwriting loss
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Admin Re® results

USD millions 2012 2013 Change in %

Underwriting result
New business result

Premiums and fees 379 ‒
Claims and benefits –350 ‒
Commissions ‒
Expenses –66 –143 117
taxes 8 14 75
Capital costs –6 ‒
other –2 ‒
Sale of Admin Re® US 153 ‒

New business profit (loss) 116 –129 ‒
Previous years’ business profit (loss) –486 82 ‒

Underwriting profit (loss) –370 –47 –87
investment result

outperformance (underperformance) 1 232 742 –40
Expenses –74 –40 –46
taxes –311 –151 –51
Capital costs –389 –281 –28
other 24 10 –58

Investment profit (loss) 482 280 –42
EVM profit (loss) 112 233 108

Change in market value of debt ‒
Release of current year capital costs 509 406 –20
Additional taxes 443 ‒
EVM income 621 1 082 74

2012 2013 Change in pp

new business profit margin1 147.2% n/a ‒
Previous years’ business profit margin1 –49.2% 14.1% 63.3
investment profit margin1 15.1% 9.2% –5.9

new business ERoC1 183.9% n/a ‒
investment ERoC1 27.7% 18.7% –9.0

1 Definition of profit margin and economic return on capital employed (ERoC) is provided in note 2 Definitions and parameters.
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the accompanying notes are an integral part of the Swiss Re Group EVM financial statements.

EVM inCoME StAtEMEnt
for the years ended 31 December

USD millions 2012 2013

Underwriting result
New business result

Premiums and fees 31 707 36 660
Claims and benefits –21 454 –22 417
Commissions –4 164 –6 708
Expenses –2 667 –3 090
taxes –756 –913
Capital costs –752 –1 207
other –67 –76
Sale of Admin Re® US 153

New business profit (loss) 2 000 2 249
Previous years’ business profit (loss) 538 496

Underwriting profit (loss) 2 538 2 745
investment result

outperformance (underperformance) 4 022 3 605
Expenses –349 –331
taxes –826 –706
Capital costs –1 331 –1 385
other 98 79

Investment profit (loss) 1 614 1 262
EVM profit (loss) 4 152 4 007

Change in market value of debt –1 330 –1 005
Release of current year capital costs 2 396 2 548
Additional taxes 789
EVM income 5 218 6 339
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EVM BALAnCE SHEEt
As of 31 December

the accompanying notes are an integral part of the Swiss Re Group EVM financial statements.

USD millions 2012 2013

Assets
investments 160 806 161 010
Cash and cash equivalents 10 838 8 083
in-force business assets 204 991 177 253
External retrocession assets 59 558 33 773
other assets 3 092 2 748
Total assets 439 285 382 867

Liabilities
in-force business liabilities 307 368 272 492
External retrocession liabilities 52 335 29 150
Provision for capital costs 9 235 8 121
future income tax liabilities 5 157 5 305
Debt 22 946 21 035
other liabilities 8 316 9 576
Total liabilities 405 357 345 679

Economic net worth 33 928 37 188
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StAtEMEnt of EConoMiC nEt WoRtH
for the years ended 31 December

the accompanying notes are an integral part of the Swiss Re Group EVM financial statements.

USD millions 2012 2013

Economic net worth as of 1 January 29 031 33 928
Change in EVM accounting principles (refer to note 1) –934 298

Restated economic net worth as of 1 January 28 097 34 226
EVM income 5 218 6 339
Dividends –1 134 –2 760
other, including foreign exchange on economic net worth 1 747 –617

Economic net worth as of 31 December 33 928 37 188
Economic net worth per share in USD as of 31 December 98.87 108.67
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notES to tHE EVM finAnCiAL 
StAtEMEntS (UnAUDitED)

note 1 organisation and basis of presentation

Economic Value Management (EVM) is Swiss Re’s integrated economic measurement and steering framework used for planning, 
pricing, reserving and steering the business. in addition, the EVM balance sheet provides the basis for determining available 
capital under the Swiss Solvency test (SSt). EVM best estimate cash flow information also forms the basis for the calculation of 
Solvency ii technical provisions.

Nature of operations
the Swiss Re Group, which is headquartered in Zurich, Switzerland, comprises Swiss Re Ltd (the parent company) and its 
subsidiaries (collectively, the “Swiss Re Group” or the “Group”). the Swiss Re Group is a wholesale provider of reinsurance, 
insurance and other insurance-based forms of risk transfer. Working through brokers and a network of more than 60 offices 
around the globe, the Group serves a client base made up of insurance companies, mid-to-large-sized corporations and public 
sector clients.

Basis of presentation
the accompanying consolidated unaudited EVM financial statements have been prepared in accordance with the EVM 
principles as approved by the Group Risk and Capital Committee. All significant inter-company transactions and balances have 
been eliminated on consolidation.

Principles of consolidation
the Group’s EVM financial statements follow the same consolidation principles as used in the preparation of the Group’s 
consolidated US GAAP financial statements, except for holdings with minority interests to which proportionate consolidation 
is applied to reflect Swiss Re’s economic share for purposes of the EVM financial statements.

Use of estimates in the preparation of financial statements
the preparation of EVM financial statements requires management to make significant estimates and assumptions that affect 
the reported amounts of assets, liabilities, revenues and expenses. the valuation of assets and liabilities reflects best estimates 
of underlying cash flows – premiums, claims, commissions, expenses, taxes and capital costs – taking into consideration all the 
information available at the time a contract is bound or revalued. in line with other valuation methods based on projections of 
future cash flows, EVM involves significant judgement when establishing assumptions to be used. the Group actively and 
carefully reviews assumptions, selecting those which are considered appropriate and seeking consistency among business 
activities whilst reflecting all information available at the balance sheet date. in-force business assets and liabilities associated 
with (re-)insurance contracts include estimates for premiums as well as claims and benefit payments not received from ceding 
companies at the date of the financial statements. in addition, the Group has certain assets and liabilities for which liquid market 
prices do not exist. these estimates are determined on a market consistent basis using all information available at the time of 
valuation. However, actual results could differ significantly from these estimates.

Foreign currency translation
Assets and liabilities denominated in foreign currencies are translated to the reporting currency at year-end exchange rates. 
income statement items denominated in foreign currencies are translated to the reporting currency at average exchange rates for 
the reporting year. foreign currency translation gains and losses are recognised directly in economic net worth with no impact 
on the EVM income statement.

Closed book approach  
EVM excludes the recognition of all potential future new business activities, including future renewals. EVM recognises all profits 
and losses resulting from expected cash flows from contractual rights and obligations at inception or the effective date of a 
business acquisition or disposition. Acquisitions do not result in the recording of goodwill. Changes to previous assumptions and 
estimates are recognised as they occur. Events and new information about assumptions and estimates occurring after the 
balance sheet date are not reflected in these financial statements.

the closed book principle does not imply that EVM is a run-off reporting framework. Capital costs and expenses are projected on 
a going concern basis, reflecting constant diversification benefits and economies of scale. 

the closed book principle is largely in line with other economic valuation frameworks such as Market Consistent Embedded 
Value (MCEV) principles or Swiss Solvency test (SSt). the main differences relate to the treatment of potential future renewals 
(MCEV) and the going concern assumption (SSt).
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Valuation of assets and liabilities
All traded assets and liabilities are marked to market, based on quoted prices in active markets or observable inputs. non-traded 
assets and liabilities are valued on a market consistent basis. the Group’s insurance liabilities are valued on a market consistent 
basis by replicating future expected cash flows with liquid financial market instruments. As the majority of the Group’s insurance 
liabilities do not contain embedded financial market risk exposure other than to interest rates, the market consistent value of 
liabilities can be determined by discounting future cash flows using prevailing risk free interest rates. if insurance liabilities 
include embedded options or guarantees (e.g. variable annuities or interest sensitive life business), they are valued on a market 
consistent basis using stochastic models and other appropriate valuation techniques.

In-force business assets and liabilities
in-force business assets are assets associated with (re-)insurance contracts underwritten and include estimated future premiums 
and other expected cash inflows related to those contracts. they are carried at market consistent values as described above. 
in-force business liabilities are liabilities associated with (re-)insurance contracts underwritten and include best estimate 
reserves for expected claims, commissions and expenses. they are carried at market consistent values as described above.

External retrocession assets and liabilities
External retrocessions are carried at market consistent values consistent with the methods applied to inward business. A market 
consistent allowance for counterparty credit risk is applied to uncollateralized external net retrocession assets.

Investments
All investments are carried at fair value. for non-traded assets, fair values are determined using a mark-to-model approach or 
other market consistent techniques validated through an independent price verification process.

Cash and cash equivalents
Cash and cash equivalents include cash at hand, short-term deposits, certain short-term investments in money market funds, 
and highly liquid debt instruments with a remaining maturity at the date of acquisition of three months or less.

Tax assets and liabilities
the EVM valuation of tax assets and liabilities is determined in two steps. in step one, we determine the portion of the total EVM 
tax expense, which is relevant for business steering and performance measurement, by applying standard tax rates to estimated 
pre-tax statutory results driven by the respective EVM cash flows. this portion of the total EVM tax expense is recognised in EVM 
profit. in step two, we determine the total EVM tax expense as the sum of (a) the change in US GAAP tax assets and liabilities 
and (b) the change in deferred tax assets and liabilities for temporary balance sheet valuation differences between US GAAP  
and EVM. the difference between the total EVM tax expense (step two) and the portion of the total EVM expense recognised in 
EVM profit (step one) is recognised in EVM income and presented in a separate line below EVM profit.

Other assets and liabilities
the valuation of other assets and liabilities is generally consistent with US GAAP except for certain positions not recognised 
under EVM, such as goodwill and intangible assets. furthermore, economic valuation principles are applied to certain other 
assets and liabilities such as own used property, liabilities for employee incentive plans and projections for Group expenses, 
resulting in a valuation difference to US GAAP. 

Debt
Swiss Re’s external debt, including hybrid instruments, is valued at fair value. Where available, market prices are used to 
determine the fair value of debt. Debt that is not publicly traded is valued using market consistent valuation techniques.  
in EVM, all hybrid debt instruments, including convertible instruments, are treated as liabilities, resulting in a valuation  
difference to US GAAP. 

Pensions and other post-retirement benefits
Swiss Re’s obligations for pensions and other post-retirement benefits are based on US GAAP valuations and adjusted for  
certain parameters to derive an economic valuation. technical assumptions (e.g. mortality assumptions, technical interest rate 
assumptions etc.) underlying the reserve calculation for pension fund liabilities are consistent with US GAAP assumptions.
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Provision for capital costs
frictional capital costs provide compensation for agency costs, costs of potential financial distress, double taxation and regulatory 
(illiquidity) costs. frictional capital costs are reflected through a 4% charge on economic net worth and an average 2% charge 
on leverage. Available shareholders’ capital is allocated to segments based on EVM risk capital. EVM risk capital is projected 
assuming a stable business mix, therefore, current diversification benefits are assumed to continue into the future. Leverage is 
allocated to segments based on total funding requirements in excess of economic requirements, by explicitly including liquidity 
funding or consumption as an element of capital determination. As a result, frictional capital costs:
 ̤ include an explicit charge depending on the source of funding (economic net worth or leverage);
 ̤ include an explicit benefit/cost for generating/using liquidity;
 ̤ include double taxation costs.

Premiums and fees
Premiums and fees in the EVM income statement represent the present value of the best estimate of all premiums and fees on 
contracts written during the year. Changes in premium estimates on contracts written in prior years are reflected in previous years’ 
business profit, along with changes in other underwriting cash flows relating to previous years.

Claims and benefits
Claims and benefits in the EVM income statement represent the present value of the best estimate of all claims and benefits 
payable on contracts written during the year. Changes in estimates of claims and benefits payable on contracts written in prior 
years are reflected in previous years’ business profit, along with changes in other underwriting cash flows relating to previous 
years. for example, many Property & Casualty contracts written in the previous year cover losses in the current year (e.g., natural 
catastrophes) which are included in previous years’ business profit.

Change in valuation and accounting principles
As of 1 January 2013, Swiss Re revised the methodology for the EVM valuation of tax assets and liabilities.

According to the new methodology approved by the Group Risk and Capital Committee, the EVM valuation of tax assets and 
liabilities is determined in two steps. in step one, Swiss Re determines the portion of the total EVM tax expense, which is relevant 
for business steering and performance measurement, by applying standard tax rates to estimated pre-tax statutory results driven 
by the respective EVM cash flows. this portion of the total EVM tax expense is recognised in EVM profit. in step two, Swiss Re 
determines the total EVM tax expense as the sum of (a) the change in US GAAP tax assets and liabilities and (b) the change in 
deferred tax assets and liabilities for temporary balance sheet valuation differences between US GAAP and EVM. the difference 
between the total EVM tax expense (step two) and the portion of the total EVM expense recognised in EVM profit (step one) is 
recognised in EVM income and presented in a separate line below EVM profit.

the cumulative effect upon initial adoption of the above methodology was recognised as an increase of USD 0.3 billion in the 
2013 opening balance of economic net worth. no revisions have been made to the EVM financial statements for earlier 
reporting periods.
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note 2 Definitions and parameters

EVM profit and EVM income
EVM profit is a risk adjusted measure of performance that can be compared across all business activities. EVM income is the 
total return generated for shareholders and includes the release of capital costs. EVM income is therefore not a risk adjusted 
performance measure. 

EVM profit is composed of profit from underwriting activities and profit from investment activities. the profit from underwriting 
in turn segregates results from new business and previous years’ business. new business is defined as business with an 
inception date within the current reporting year. for Property & Casualty, performance resulting from insurance or reinsurance 
contracts written or renewed within the reporting year is recognised as new business. this also applies to multi-year 
transactions. for Life & Health business, new business includes new individual business cessions in the year, renewals of and 
increments to existing group schemes, new group schemes, new Admin Re® blocks and new cessions on existing blocks still 
open to new business, and renewals of business that is subject to active annual renewal. Previous years’ business results reflect 
the impact of changes in cash flow projections on contracts incepting in previous accounting periods. Exceptions to this 
approach are explicitly disclosed.

All investment and trading activities are marked to market and recognised as new business. the result from investment activities 
reflects the extent to which our investment management business has outperformed the liability-based benchmark returns. 
the return on the liability-based benchmark is deducted from the investment activities because it is credited to underwriting 
activities in determining the underwriting profit. 

EVM capital
EVM capital is the risk capital required to support uncertainty related to estimated cash flows arising from existing underwriting 
and investment activities.

Economic net worth (ENW) 
EnW is defined as the difference between the market consistent value of assets and liabilities. EnW is an economic measure of 
shareholders’ equity and the starting point in determining available capital under the SSt.

EVM profitability ratios 
Economic return on capital employed (ERoC) is the ratio of EVM income to EVM capital. this ratio is calculated for new business 
and investment activities only. 

Profit margin is the ratio of EVM profit to EVM capital. this ratio is calculated for new business, previous years’ business and 
investment activities.

the new business ERoC and new business profit margin ratios reflect EVM capital allocated to new business over the lifetime 
of the business. the previous years’ business profit margin ratio reflects EVM capital allocated to previous years’ business in the 
current year. the investment ERoC reflects EVM capital allocated to investment activities in the current year.

Performance segmented between underwriting and investment activities
EVM values and discloses underwriting and investment activities separately. Underwriting activities create value by writing 
insurance contracts at a higher price than their economic production costs including the cost of taking risk (capital costs). the 
performance of investment activities is assessed on a risk adjusted basis. this enables consistent comparison of underwriting 
and investment activities.

Performance measurement after capital costs
EVM explicitly recognises opportunity costs for shareholder capital. Capital charges cover the base cost of capital and frictional 
capital costs. the base cost of capital consists of the risk free return on economic net worth plus market risk premiums over and 
above the risk free return. Market risk premiums provide compensation for systematic, non-diversifiable risk exposure. 

Parameters
Key financial market parameters are outlined as following and include risk free interest rates, market risk premiums and foreign 
currency exchange rates. other important parameters include the charges for capital costs and counterparty credit risk, the best 
estimate actuarial assumptions underlying the (re)insurance liabilities cash flows and the determination of EVM (internal) risk 
capital. future changes in these parameters could have a material impact on EnW and are governed by the Group Risk and 
Capital Committee.
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Risk free interest rates
the market consistent value of insurance cash flows not correlated with financial market risks (standard insurance liabilities) can 
be determined with a liquidly traded portfolio of risk free government bonds matching the insurance liabilities’ expected cash 
flow profile (replicating portfolio). As a result, the value of insurance liabilities can be calculated by discounting best estimate cash 
flows with prevailing risk free interest rates. these interest rates also determine the investment return recognised at inception of 
a standard insurance contract. the replicating portfolio immunises underwriting activities against subsequent changes in risk 
free interest rates. Changes in risk free interest rates are reflected in the investment result by deducting the performance of the 
liability-based benchmark from the mark-to-market return on the invested assets (investment outperformance). Risk free interest 
rates are derived from government bond prices differentiated for 30 currencies and for durations up to 50 years. insurance 
liabilities which are correlated with financial market risks (non-standard insurance liabilities) require different valuation and 
replication techniques, which adequately model the embedded financial market risk exposure.

Risk free spot rates for the main currencies as of 31 December 2013 and 31 December 2012 were as follows (source Bloomberg 
and Swiss Re):

Risk free interest rates December 2013:

Risk free interest rates December 2012:
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Between 1 January 2012 and 31 December 2013, the 5-year risk free spot rates for the main currencies developed as follows 
(source Bloomberg and Swiss Re):

5-year risk free spot rates 
1/2012–12/2013

Market risk premiums
EVM market risk premiums (MRP) provide a market-derived estimate of the premium required by investors for taking systematic 
financial market risk. the MRP is deducted from EVM income as part of the capital costs to assess performance on a risk 
adjusted basis. the majority of the Group’s MRP stems from the credit risk embedded in the investment portfolios of the business 
units and in the Legacy portfolio. Generally, credit spreads are the main driver of the MRP charges. Between 1 January 2012 and 
31 December 2013 the credit spreads of selected assets developed as follows (source Barclays):

Credit spreads 1/2012–12/2013:
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Foreign currency exchange rates (source interactive Data)

Spot exchange rates 1/2013–12/2013 
(index: 1 January 2013 =100)

Spot exchange rates 1/2012–12/2012 
(index: 1 January 2012 = 100)
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note 3 information on business segments

the segmentation shown in this report follows the US GAAP business segment disclosure. the Group presents four core 
operating business segments: Property & Casualty Reinsurance, Life & Health Reinsurance, Corporate Solutions and Admin Re®. 
Asset Management activities are not disclosed as a separate operating segment. invested assets managed by Asset Management 
and Group treasury have been assigned to the business segments according to risk profile, duration and further asset-liability 
management considerations. Underwriting results of the business segments include risk free investment returns on their 
corresponding liability-based benchmark portfolios. the investment activities result shows the risk adjusted outperformance 
against the liability-based benchmark. the Group items reflects the performance of positions controlled at Group level, including 
former Legacy positions, Principal investments (for 2013), trademark licence fees, and overhead expenses that are not allocated 
to the business segments.

the EVM accounting policies of the segments are in line with those described in the summary of significant EVM principles 
(refer to note 1).
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a) Business segment results – income statement

for the year ended 31 December

USD millions Reinsurance
Corporate 
Solutions Admin Re® Group items Total

Property & 
Casualty Life & Health

2012

Underwriting result
New business result

Premiums and fees 14 562 14 301 2 465 379 31 707
Claims and benefits –8 691 –10 969 –1 444 –350 –21 454
Commissions –2 720 –1 186 –258 –4 164
Expenses –1 209 –733 –524 –66 –135 –2 667
taxes –471 –316 –40 8 63 –756
Capital costs –279 –416 –98 –6 47 –752
other –38 –35 –4 –2 12 –67
Sale of Admin Re® US 153 153

New business profit (loss) 1 154 646 97 116 –13 2 000
Previous years’ business profit (loss) 910 137 12 –486 –35 538

Underwriting profit (loss) 2 064 783 109 –370 –48 2 538
investment result

outperformance (underperformance) 1 396 806 304 1 232 284 4 022
Expenses –151 –80 –16 –74 –28 –349
taxes –185 –257 –58 –311 –15 –826
Capital costs –576 –264 –52 –389 –50 –1 331
other 40 29 5 24 98

Investment profit (loss) 524 234 183 482 191 1 614
EVM profit (loss) 2 588 1 017 292 112 143 4 152

Change in market value of debt –293 –880 –157 –1 330
Release of current year capital costs 966 743 179 509 –1 2 396
Additional taxes
EVM income 3 261 880 471 621 –15 5 218

Key ratios

2012

Profit margin1
new business 17.3% 10.4% 7.2% 147.2% n/a 13.8%
Previous years’ business 39.4% 1.6% 43.9% –49.2% n/a 4.5%
investment 11.4% 6.9% 27.0% 15.1% n/a 12.9%

EROC1
new business 22.1% 17.5% 13.4% 183.9% n/a 19.3%
investment 24.0% 14.9% 37.4% 27.7% n/a 24.2%

1 Definition of profit margin and economic return on capital employed (ERoC) is provided in note 2 Definitions and parameters.
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Business segment results – income statement

for the year ended 31 December

USD millions Reinsurance
Corporate 
Solutions Admin Re® Group items Total

Property & 
Casualty Life & Health

2013

Underwriting result
New business result

Premiums and fees 16 061 17 137 3 462 36 660
Claims and benefits –9 192 –11 345 –1 880 –22 417
Commissions –3 103 –3 107 –498 –6 708
Expenses –1 285 –907 –708 –143 –47 –3 090
taxes –482 –340 –105 14 –913
Capital costs –268 –825 –112 –2 –1 207
other –25 –48 –5 2 –76

New business profit (loss) 1 706 565 154 –129 –47 2 249
Previous years’ business profit (loss) 918 –779 203 82 72 496

Underwriting profit (loss) 2 624 –214 357 –47 25 2 745
investment result

outperformance (underperformance) 1 965 410 393 742 95 3 605
Expenses –115 –80 –26 –40 –70 –331
taxes –397 –74 –78 –151 –6 –706
Capital costs –554 –357 –69 –281 –124 –1 385
other 45 20 4 10 79

Investment profit (loss) 944 –81 224 280 –105 1 262
EVM profit (loss) 3 568 –295 581 233 –80 4 007

Change in market value of debt –707 –277 –21 –1 005
Release of current year capital costs 960 855 195 406 132 2 548
Additional taxes 980 –902 –166 443 434 789
EVM income 4 801 –619 610 1 082 465 6 339

Key ratios

2013

Profit margin1
new business 17.5% 4.9% 7.6% n/a n/a 9.6%
Previous years’ business 20.3% –16.4% 35.7% 14.1% n/a 4.8%
investment 17.5% –1.9% 29.0% 9.2% n/a 8.6%

EROC1
new business 20.9% 12.7% 13.7% n/a n/a 15.3%
investment 27.9% 6.9% 38.1% 18.7% n/a 18.2%

1 Definition of profit margin and economic return on capital employed (ERoC) is provided in note 2 Definitions and parameters.
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b) Business segment results – balance sheet

As of 31 December 2012

Reinsurance
Corporate 
Solutions Admin Re® Group items Consolidation Total

USD millions
Property & 

Casualty Life & Health

2012 restated1

Assets
investments 57 293 39 724 6 835 56 864 7 342 –7 252 160 806
Cash and cash equivalents 6 905 1 412 978 1 472 71 10 838
in-force business assets 11 500 186 880 1 968 15 862 3 –11 222 204 991
External retrocession assets 9 432 48 618 6 686 10 514 –15 692 59 558
other assets 4 746 1 506 –6 515 376 –4 045 3 092
Total assets 89 876 278 140 16 461 85 227 7 792 –38 211 439 285

Liabilities
in-force business liabilities 50 774 190 774 11 307 67 321 608 –13 416 307 368
External retrocession liabilities 4 528 47 363 605 11 060 –11 221 52 335
Provision for capital costs 870 6 767 289 861 2 446 9 235
future income tax liability 1 408 3 675 208 –92 –40 –2 5 157
Debt 8 012 16 615 784 1 292 –3 757 22 946
other liabilities 8 638 3 952 377 406 2 483 –7 540 8 316
Total liabilities 74 230 269 146 12 786 80 340 4 345 –35 490 405 357

Economic net worth 
as of 31 December 15 646 8 994 3 675 4 887 3 447 –2 721 33 928

1 the balance sheet as of 31 December 2012 has been restated for internal group retrocession, previously netted for assets and liabilities.
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Business segment results – balance sheet

As of 31 December 2013

Reinsurance
Corporate 
Solutions Admin Re® Group items Consolidation Total

USD millions
Property & 

Casualty Life & Health

2013

Assets
investments 54 073 40 732 7 370 55 980 7 691 –4 836 161 010
Cash and cash equivalents 5 288 165 562 1 759 309 8 083
in-force business assets 11 386 162 281 2 213 10 849 2 –9 478 177 253
External retrocession assets 6 207 26 688 5 865 8 642 –13 629 33 773
other assets 4 216 1 401 310 475 115 –3 769 2 748
Total assets 81 170 231 267 16 320 77 705 8 117 –31 712 382 867

Liabilities
in-force business liabilities 47 243 163 872 11 130 61 256 529 –11 538 272 492
External retrocession liabilities 1 699 27 379 279 9 271 –9 478 29 150
Provision for capital costs 910 5 844 191 799 1 376 8 121
future income tax liability 1 295 3 110 455 608 –163 5 305
Debt 6 077 16 278 660 1 284 –3 264 21 035
other liabilities 6 737 5 839 405 299 1 637 –5 341 9 576
Total liabilities 63 961 222 322 12 460 72 893 3 288 –29 245 345 679

Economic net worth  
as of 31 December 17 209 8 945 3 860 4 812 4 829 –2 467 37 188

Reinsurance
Corporate 
Solutions Admin Re® Group items Consolidation Total

USD millions
Property & 

Casualty Life & Health

2013

Economic net worth 
as of 1 January 15 646 8 994 3 675 4 887 3 447 –2 721 33 928

Changes in EVM accounting 
principles (note 1) –144 1 418 –3 –661 –312 298

Restated economic net 
worth as of 1 January 15 502 10 412 3 672 4 226 3 135 –2 721 34 226

EVM income 4 801 –619 610 1 082 465 6 339
Dividends –966 –966 –489 –357 18 –2 760
Dividends-in-kind –1 408 1 408 0
other, including foreign  
exchange on economic  
net worth –720 118 67 –139 –197 254 –617

Economic net worth 
as of 31 December 17 209 8 945 3 860 4 812 4 829 –2 467 37 188



36 Swiss Re EVM Annual Report 2013

EVM FINANCIAL STATEMENTS (UNAUDITED) | notES

note 4 Reconciliation to US GAAP

Discounting: for EVM, all future expected cash flows are discounted using risk free interest rates. Under US GAAP, most 
Property & Casualty liabilities are undiscounted (except for purchase GAAP adjustments). Valuations of Life & Health reserves 
under US GAAP are largely based on locked-in interest rate assumptions.

Mark-to-market on assets and debt: for EVM, all investment assets and debt positions are valued at market value.  
Under US GAAP, real estate, own used property and debt are valued at amortised cost.

Reserving basis: for EVM, best estimate assumptions are used. Under US GAAP, Life & Health assumptions are usually locked-
in and can include a provision for adverse deviation.

Recognition differences: EVM includes an economic valuation of incentive plans and counterparty credit risk for insurance-
related assets.

Goodwill and other intangibles: EVM excludes the recognition of all potential future new business activities as well as potential 
renewals. As a result, no goodwill or intangible assets are carried on the EVM balance sheet. Any goodwill is written off as of the 
acquisition date.

Additional tax liability: for EVM, the present value of all future expected tax payments related to business written is recognised.

Frictional capital costs: EVM explicitly recognises opportunity costs for shareholder capital. the present value of frictional 
capital costs allocated to existing contracts is a liability on the economic balance sheet. US GAAP usually does not allow for an 
explicit capital cost reserve (with the exception of purchase GAAP adjustments).

USD billions Reinsurance
Corporate 
Solutions Admin Re® Group items Consolidation Total

Property & Casualty Life & Health

2012

US GAAP shareholders’ equity 12.4 8.3 3.0 6.7 3.6 0.0 34.0
Discounting 4.4 0.5 0.4 –2.5 0.0 –2.7 0.1
Mark-to-market on assets and debt 2.2 –2.4 0.0 –0.2 0.0 0.0 –0.4
Reserving basis

GAAP margins 0.0 13.2 0.0 0.6 0.0 0.0 13.8
other 0.8 0.3 0.6 –0.8 –0.5 0.0 0.4

Recognition differences –0.3 0.1 0.0 0.7 0.0 0.0 0.5
Goodwill and other intangibles –2.4 –2.1 0.0 0.0 0.0 0.0 –4.5
Additional tax liability –0.7 –2.0 –0.1 1.3 0.2 0.0 –1.3
other –0.3 0.1 0.0 0.0 0.1 0.0 –0.1
frictional capital costs –0.5 –7.0 –0.2 –0.9 0.0 0.0 –8.6

Total EVM valuation adjustments 3.2 0.7 0.7 –1.8 –0.2 –2.7 –0.1
Economic net worth 15.6 9.0 3.7 4.9 3.4 –2.7 33.9

2013

US GAAP shareholders’ equity 13.3 6.2 2.8 5.8 4.9 0.0 33.0
Discounting 6.0 1.3 0.5 –1.1 0.0 –2.4 4.3
Mark-to-market on assets and debt 1.6 –1.8 0.0 0.0 0.4 0.0 0.2
Reserving basis

GAAP margins 0.0 12.4 0.0 1.1 0.0 0.0 13.5
other 0.8 0.1 0.9 –0.8 –0.5 0.0 0.5

Recognition differences –0.2 0.2 0.0 0.4 0.0 0.0 0.4
Goodwill and other intangibles –2.2 –2.0 –0.1 0.0 –0.2 0.0 –4.5
Additional tax liability –1.2 –1.5 –0.3 0.2 0.1 0.0 –2.7
other –0.4 0.1 0.2 0.0 0.1 0.0 0.0
frictional capital costs –0.5 –6.1 –0.1 –0.8 0.0 0.0 –7.5

Total EVM valuation adjustments 3.9 2.7 1.1 –1.0 –0.1 –2.4 4.2
Economic net worth 17.2 8.9 3.9 4.8 4.8 –2.4 37.2
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note 5 Economic net worth per share

USD millions (except share data) 2012 2013

Economic net worth 33 928 37 188
Common shares outstanding as of 31 December 343 169 258 342 195 633
Economic net worth per share in USD as of 31 December 98.87 108.67
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note 6 Sensitivities

Estimated sensitivities of EVM on new business profit and EnW to changes in key EVM assumptions are as follows:

 Reinsurance Corporate Solutions Admin Re® Swiss Re Group

Property & Casualty Life & Health

USD billions
Change in 2013 EVM 

new business profit

Change in Economic 
net worth as of 

31.12.2013
Change in 2013 EVM 

new business profit

Change in Economic 
net worth as of 

31.12.2013
Change in 2013 EVM 

new business profit

Change in Economic 
net worth as of 

31.12.2013
Change in 2013 EVM 

new business profit

Change in Economic 
net worth as of 

31.12.2013
Change in 2013 EVM 

new business profit

Change in Economic 
net worth as of 

31.12.2013

Change in frictional capital costs:         
Decrease by 100bps (from 4% to 3%) 0.1 0.2 0.1 0.6 0.0 0.0 0.0 0.0 0.3 0.8

financial market shocks:
10% decrease in equity/property values –1.3 –1.3 –0.2 –0.2 –0.1 –0.1 –0.1 –0.1 –1.8 –1.8
25% increase in equity/property implied volatilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
25% increase in swaption implied volatilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Change in reference rates (yield curve):1
increase by 100bps n/a 1.3 n/a –0.5 n/a 0.0 n/a –0.2 n/a 0.6
Decrease by 100bps n/a –1.3 n/a 0.5 n/a 0.0 n/a 0.2 n/a –0.6

inclusion of a liquidity premium in the valuation of EVM net insurance liabilities:
Set reference rates equal to government rates plus 10bps n/a 0.2 n/a 0.1 n/a 0.0 n/a 0.2 n/a 0.5
Set reference rates equal to government rates plus 50bps n/a 0.9 n/a 0.6 n/a 0.1 n/a 0.8 n/a 2.5
Set reference rates equal to government rates plus 100bps n/a 1.8 n/a 1.2 n/a 0.2 n/a 1.6 n/a 4.7

Reduce lapse rates by 10% (e.g. from 8.0% to 7.2%) n/a n/a 0.0 1.1 n/a n/a 0.0 0.1 0.0 1.2
Mortality and morbidity rates reduced by 5%:2

Mortality n/a n/a 0.2 2.3 n/a n/a 0.0 0.1 0.2 2.4
Longevity n/a n/a 0.0 –0.2 n/a n/a 0.0 –0.1 0.0 –0.3
Morbidity n/a n/a 0.1 0.4 n/a n/a 0.0 0.0 0.1 0.5

Remove all allowance for future mortality improvement:3
Mortality n/a n/a –0.4 –7.4 n/a n/a 0.0 –0.2 –0.4 –7.6
Longevity n/a n/a 0.0 0.7 n/a n/a 0.0 0.4 0.0 1.1

Mortality/Longevity trend rates:4
Set future mortality improvement assumption at 100bps p.a. (mortality business) n/a n/a 0.1 0.7 n/a n/a 0.0 0.0 0.1 0.7
increase future mortality improvement assumption by 100bps p.a. (longevity business) n/a n/a 0.0 –0.6 n/a n/a 0.0 –0.3 0.0 –1.0

Change in weighted average term to settlement:
increase by 10% 0.1 0.5 n/a n/a 0.0 0.0 n/a n/a 0.1 0.6
Decrease by 10% –0.1 –0.5 n/a n/a 0.0 –0.1 n/a n/a –0.1 –0.6

Projected future claims cost:
increase new business claims by 10% (e.g. increase loss ratio from 60% to 66%) –0.8 –0.7 n/a n/a –0.1 –0.1 n/a n/a –0.9 –0.9

1 this sensitivity illustrates the impact of parallel shifts in risk free interest rates on the balance sheet. the business volume is assumed to be constant.
2 the assumption is that future mortality/morbidity rates are lower than those assumed in the base calculations by a uniform 5% in all future years.  
   the related impact on profit share agreements and changes in premium rates have been reflected.
3 the base calculations reflect gradual future improvements in mortality rates. the impact of excluding such future improvements is illustrated here.  
   the related impact on profit share agreements and changes in premium rates have been reflected.
4 for the mortality business this sensitivity illustrates the impact of setting the improvement in mortality rates equal to 100bps for all ages throughout the  
   projections in place of the allowance made in the base calculations. for the longevity business this sensitivity illustrates the impact of increasing the improvement  
   in mortality rates by 100bps for all ages throughout the projections. in both cases, the related impact on profit share agreements and changes in premium rates  
   have been reflected.
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 Reinsurance Corporate Solutions Admin Re® Swiss Re Group

Property & Casualty Life & Health

USD billions
Change in 2013 EVM 

new business profit

Change in Economic 
net worth as of 

31.12.2013
Change in 2013 EVM 

new business profit

Change in Economic 
net worth as of 

31.12.2013
Change in 2013 EVM 

new business profit

Change in Economic 
net worth as of 

31.12.2013
Change in 2013 EVM 

new business profit

Change in Economic 
net worth as of 

31.12.2013
Change in 2013 EVM 

new business profit

Change in Economic 
net worth as of 

31.12.2013

Change in frictional capital costs:         
Decrease by 100bps (from 4% to 3%) 0.1 0.2 0.1 0.6 0.0 0.0 0.0 0.0 0.3 0.8

financial market shocks:
10% decrease in equity/property values –1.3 –1.3 –0.2 –0.2 –0.1 –0.1 –0.1 –0.1 –1.8 –1.8
25% increase in equity/property implied volatilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
25% increase in swaption implied volatilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Change in reference rates (yield curve):1
increase by 100bps n/a 1.3 n/a –0.5 n/a 0.0 n/a –0.2 n/a 0.6
Decrease by 100bps n/a –1.3 n/a 0.5 n/a 0.0 n/a 0.2 n/a –0.6

inclusion of a liquidity premium in the valuation of EVM net insurance liabilities:
Set reference rates equal to government rates plus 10bps n/a 0.2 n/a 0.1 n/a 0.0 n/a 0.2 n/a 0.5
Set reference rates equal to government rates plus 50bps n/a 0.9 n/a 0.6 n/a 0.1 n/a 0.8 n/a 2.5
Set reference rates equal to government rates plus 100bps n/a 1.8 n/a 1.2 n/a 0.2 n/a 1.6 n/a 4.7

Reduce lapse rates by 10% (e.g. from 8.0% to 7.2%) n/a n/a 0.0 1.1 n/a n/a 0.0 0.1 0.0 1.2
Mortality and morbidity rates reduced by 5%:2

Mortality n/a n/a 0.2 2.3 n/a n/a 0.0 0.1 0.2 2.4
Longevity n/a n/a 0.0 –0.2 n/a n/a 0.0 –0.1 0.0 –0.3
Morbidity n/a n/a 0.1 0.4 n/a n/a 0.0 0.0 0.1 0.5

Remove all allowance for future mortality improvement:3
Mortality n/a n/a –0.4 –7.4 n/a n/a 0.0 –0.2 –0.4 –7.6
Longevity n/a n/a 0.0 0.7 n/a n/a 0.0 0.4 0.0 1.1

Mortality/Longevity trend rates:4
Set future mortality improvement assumption at 100bps p.a. (mortality business) n/a n/a 0.1 0.7 n/a n/a 0.0 0.0 0.1 0.7
increase future mortality improvement assumption by 100bps p.a. (longevity business) n/a n/a 0.0 –0.6 n/a n/a 0.0 –0.3 0.0 –1.0

Change in weighted average term to settlement:
increase by 10% 0.1 0.5 n/a n/a 0.0 0.0 n/a n/a 0.1 0.6
Decrease by 10% –0.1 –0.5 n/a n/a 0.0 –0.1 n/a n/a –0.1 –0.6

Projected future claims cost:
increase new business claims by 10% (e.g. increase loss ratio from 60% to 66%) –0.8 –0.7 n/a n/a –0.1 –0.1 n/a n/a –0.9 –0.9

1 this sensitivity illustrates the impact of parallel shifts in risk free interest rates on the balance sheet. the business volume is assumed to be constant.
2 the assumption is that future mortality/morbidity rates are lower than those assumed in the base calculations by a uniform 5% in all future years.  
   the related impact on profit share agreements and changes in premium rates have been reflected.
3 the base calculations reflect gradual future improvements in mortality rates. the impact of excluding such future improvements is illustrated here.  
   the related impact on profit share agreements and changes in premium rates have been reflected.
4 for the mortality business this sensitivity illustrates the impact of setting the improvement in mortality rates equal to 100bps for all ages throughout the  
   projections in place of the allowance made in the base calculations. for the longevity business this sensitivity illustrates the impact of increasing the improvement  
   in mortality rates by 100bps for all ages throughout the projections. in both cases, the related impact on profit share agreements and changes in premium rates  
   have been reflected.
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PRICEWATERHOUSECOOPERS REVIEW REPORT

PRiCEWAtERHoUSECooPERS 
REViEW REPoRt

To the Board of Directors of Swiss Re Ltd, Zurich
 
Introduction 
We have reviewed the Economic Value Management (“EVM”) financial statements (pages 21 to 39) of Swiss Re Ltd for the 
period ended 31 December 2013 (the “supplementary financial information”). this supplementary financial information is the 
responsibility of the Board of Directors. our responsibility is to issue a report on the supplementary financial information based 
on our review.

Scope of Review 
We conducted our review in accordance with Swiss Auditing Standard 910 and international Standard on Review Engagements 
2400. A review of supplementary financial information consists of making inquiries, primarily of persons responsible for financial 
and accounting matters, and applying analytical and other review procedures. A review is substantially less in scope than an 
audit conducted in accordance with Swiss Auditing Standards and international Standards on Auditing and consequently does 
not enable us to obtain assurance that we would become aware of all significant matters that might be identified in an audit. 
Accordingly, we do not express an audit opinion.

Conclusion 
Based on our review, nothing has come to our attention that causes us to believe that the accompanying supplementary financial 
information has not been properly prepared, in all material respects, in accordance with the EVM methodology as stated in the 
notes on the EVM methodology to supplementary financial information.

As discussed in note 1 to the supplementary financial information, Swiss Re Ltd changed the manner in which it measures 
taxation in 2013.

this review report has been prepared for and only for the Board of Directors in accordance with our letter of engagement and for 
no other purpose. We do not, in giving this report, accept or assume responsibility for any other purpose or to any other person 
whom this report is shown or in whose hands it may come save where expressly agreed by our prior consent in writing.

PricewaterhouseCoopers AG

Alex finn     Bret Griffin

Zurich, 17 March 2014
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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”, “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:

 ̤ 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;
 ̤ 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;
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 ̤ 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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