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Narrowing the protection gap

Michel M. Liès, 
Group Chief Executive Officer
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Source: Swiss Re Economic Research & Consulting; sigma 4/2015, S-Curve in non-life insurance 2014

Economic growth and wealth are the most important 
drivers for insurance market growth
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• Swiss Re’s insurance 
“S-Curve” illustrates 
the various stages of 
insurance penetration

• Insurance 
penetration rises 
most sharply in 
middle-income 
countries

• With our focus on 
High Growth Markets, 
Swiss Re is well 
positioned to benefit 
from this trend
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• Economic development, 
population growth and a 
higher concentration of 
assets in exposed areas 
are increasing the 
economic cost of 
disasters

• The protection gap for 
2014 losses was
USD 75 billion

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

Significant potential for insurance industry to narrow 
the protection gap 

5



Media Conference | Monte Carlo | 14 September 2015

Macro

Different solutions are available to address 
the insurance gap
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Economic
loss 

gap

Damaged public  
physical assets

Foregone revenues

Clean up costs

Damaged 
uninsured 
private assets

Insurance schemes and pools 
to increase insurance penetration; 

distribution and simplified 
products

Simplified products distributed 
via aggregators such as 

MFIs1, NGOs, and corporates 
Micro

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

Pooling

Solution type Description
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Emergency relief

How to close the gap?

Insured 
loss 

Livelihood assistance, 
rehabilitation of the 
poor

1 Monetary Financial Institutions
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• First dedicated 
public sector team 
in the industry

• Over 100 closed 
transactions since 
2006

• Develop insurance, 
reinsurance and 
capital markets 
solutions on
all perils 

• Pioneer in emerging 
and industrialised 
markets with global 
footprint

Swiss Re Global Partnerships is one example how we
broaden our client base and address the protection gap

Vietnam
Agriculture yield 

cover

Pacific Islands 
Earthquake and 

tropical cyclone risk

Uruguay
Energy production 

shortfalls 
due to drought

India
Weather insurance

for farmers

Caribbean
Hurricane, 

earthquake and 
excess rainfall risk

Beijing
Agricultural risk

Turkey
Earthquake pool

Alabama 
Hurricane risk

Mexico
Earthquake/hurricane

and livestock risk

Bangladesh
Flood 

insurance

African Risk Capacity
Government drought 

insurance pool 

Florida
Hurricane risk

Shenzhen 
Typhoon, rainfall risk
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Technology will change the 
insurance industry

Christian Mumenthaler
CEO Reinsurance
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As 3D printing technology advances, its global revenues 
increase strongly
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Medicine

in USD bn

Organs

Data source: Wohler Associates, Inc. 2015

Global revenue from 3D printing

0.2 0.5 0.7 1

4

21

1994 1999 2004 2009 2014 2020E



Media Conference | Monte Carlo | 14 September 2015 10

Autonomous cars
A reality today – just a question of time until they become the norm

Knight Rider "Kitt"
Still a vision 
in the 1980’s
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Autonomous driving will reduce accident rates and lower 
insurance premium

1 Advanced markets: Canada, France, Germany, Italy, Japan, UK, US
2 Emerging markets: Brazil, China, Egypt, India, Indonesia, Mexico, Russia. Premium from passenger vehicles only

Motor accounted for 42% of global P&C insurance premium in 2014

Projected motor insurance premium for selected markets
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Alternative scenario: more moderate growth of total car 
park and higher pick-up rate (sales) of autonomous cars

Motor accounted for 42% of global P&C insurance premium in 2014

Projected motor insurance premium for selected markets
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1 Advanced markets: Canada, France, Germany, Italy, Japan, UK, US
2 Emerging markets: Brazil, China, Egypt, India, Indonesia, Mexico, Russia. Premium from passenger vehicles only
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IBM's Watson beat all time champions in 
"Jeopardy" (2011)

Q:  His victims include Charity Burbage, Mad Eye 
Moody & Severus Snape; he'd be easier to catch 
if you'd just name him! 

A: Voldemort

Q: It's Michelangelo's fresco on the wall of the 
Sistine Chapel, depicting the saved and the 
damned

A: The Last Judgement

Cognitive computing – a game changer

http://www.google.ch/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http://www.samsungupdate.com/news/how-to-using-voice-commands-in-google-now&ei=A3tUVd-sKYT-Uq_RgdAD&bvm=bv.93112503,d.bGg&psig=AFQjCNGeS8cjjyM0i_ks1V5Z9Prwb8AzAw&ust=1431686249542756
http://www.google.ch/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http://www.samsungupdate.com/news/how-to-using-voice-commands-in-google-now&ei=A3tUVd-sKYT-Uq_RgdAD&bvm=bv.93112503,d.bGg&psig=AFQjCNGeS8cjjyM0i_ks1V5Z9Prwb8AzAw&ust=1431686249542756


Media Conference | Monte Carlo | 14 September 2015

Medical advisor

Financial advisor

Personal assistant

Technology will transform our everyday life, including how 
we deal with personal finance

14
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Why new technologies will disrupt the insurance industry
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• Some products are breaking away (e.g. motor insurance)

• Machines will take rational buying decisions for insurance; this will 
reduce the protection gap

• Increased risks from system malfunctions and cyber; accumulation risks 
need to be understood better by insurers

• New underwriting models will evolve, using big data (e.g. telematics) and 
smart analytics
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Drivers of underwriting 
performance

Matthias Weber, 
Group Chief Underwriting Officer 
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Risk Selection 
R&D provides a competitive advantage;
requires economies of scale

Portfolio Steering 
Having the "right" portfolio mix is as 
important for underwriting outperformance  
as individual risk selection

Two drivers of underwriting outperformance

17
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Important to 

• predict loss, exposure and premium trends by portfolio segment

• understand how each portfolio segment contributes to relevant financial 
indicators

 A multi-line book provides advantages besides just capital related 
diversification benefits

Getting the ‘right’ portfolio mix

18

Life & Health Casualty
Property & 
Specialty

Cash flow Negative in initial years
Very positive in initial 

years
Positive

Economic profit Very positive Positive Positive

US GAAP earnings Delayed impact Delayed impact Immediate impact
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Key drivers of P&C reinsurance pricing

Pricing drivers Impact Comments

Low interest rates Improve P&C underwriting discipline

Regulatory changes
Greater recognition of risk mitigating tools under risk-
based and economic solvency frameworks

Natural catastrophes
No nat cats with large insured losses have 
occurred in 2015

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

19
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1  Swiss Re Capital Markets pricing indications only; secondary indication spreads are seasonally adjusted; analysis includes only those bonds in the market for the full 
time period displayed on chart

Average Secondary Market Spreads from January 2014 – July 20151

Secondary market spreads for cat bonds have stabilised
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The industry outlook – trends relevant for underwriting

21

• Price levels are expected to 
stabilise

• Demand for nat cat capacity is 
expected to continue to increase 
over the long term

• US insurance rates increasing for 
some segments, reinsurance rates 
under pressure

• Broad rate increases possible in case 
of deteriorating reserve adequacy

• Differences in pricing 
developments by market and 
lines of business expected

• Continued exposure growth, 
especially in High Growth 
Markets

• Overall stable insurance prices 
expected with differences by market

• Cars are becoming more 
autonomous, accident frequency 
decreasing

LiabilityProperty

Special Lines Motor
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Summary and outlook

Michel M. Liès, 
Group Chief Executive Officer
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Societal trends influencing the re/insurance industry
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Trends and challenges 

24

Low margins 
in P&C Re

Industry 
consolidation

Evolution of primary 
players with rich 

customer insights

Low yield, low 
growth environment;
regulatory changes

Current

Future

Volatility in High 
Growth Markets

Reshuffling of 
value chain

Impact of technology
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External 
Metric
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• Attractive returns compared to industry and peers

• Long term earnings sustainability through effective portfolio steering
Profitability

Growth
• Continue to look for excess capital deployment opportunities

• All growth opportunities must meet our return hurdles

Economic Net 
Worth Per 

Share

Return on 
Equity

Remaining committed to a strong capital position and 
deploying capital towards profitable growth

Focus Areas

• Swiss Re is well positioned to face the challenges and opportunities of the sector

− Deep underwriting knowledge, portfolio steering and risk selection

− Geographic and product diversification to deliver attractive profitability levels

− Financial strength provides flexibility to react to market changes

• Swiss Re will systematically allocate capital to risk portfolios that meet our strategic 
and financial targets
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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, 
capital or liquidity position or prospects to be materially different from any future results of operations, financial condition, solvency ratios, capital or liquidity positions 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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