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Swiss Re Group

Anchor aa-

Business
Risk

Very Strong

Competitive
position Excellent

IICRA Intermediate

Financial
Risk

Strong

Capital and
earnings Very strong

Risk exposure Moderately
high

Funding
structure Neutral

+ Modifiers 0

Governance Neutral

Liquidity Exceptional

Comparable
ratings
analysis

0

= SACP aa-

+

Support 0

Group support 0

Government
support 0

=

AA-/Negative/--

Financial strength rating

A/Negative/--

Holding company ICR

IICRA--Insurance Industry And Country Risk Assessment.
SACP--Stand-alone credit profile.

Credit Highlights

Overview

Key strengths Key risks

Group has an excellent market position, with a leading market

share and renowned brand.

Historically lagging operating performance in property and casualty (P/C)

reinsurance, though we expect it will improve.

Diversified product suite across non-life and life reinsurance

that bolsters the competitive position.

Exposure to natural catastrophe risks, bringing volatility to capital and earnings,

as is the case for peers.

Very well capitalized at the 'AA' level of our risk-based capital

model.

Performance targets that are difficult to achieve in the challenging current

economic, insurance, and financial market conditions.

Swiss Re will remain one of the dominant players in the global reinsurance sector. S&P Global Ratings expects Swiss

Re will maintain its position among the top global reinsurers, benefitting from diversified business operations with

about 51% of net premium from P/C reinsurance, 34% from life and health reinsurance, and 10% from corporate

solutions (CorSo; primary non-life business). As of 2020, in terms of geography, the group is present in many

significant markets, and generates about 48% of its net premiums earned (NPE) and fee income in the Americas; 32%

in Europe, the Middle East, and Africa; and 20% in Asia-Pacific.

We continue to expect a recovery of group earnings over 2021-2023. Swiss Re's results for the first nine months of 2021

were strong, despite large natural catastrophes losses. The group reported a combined (loss and expense) ratio of

97.5% for P/C reinsurance and 91.1% for CorSo, leading to net income of $1.3 billion for the nine-month period ending

Sept. 2021. However, we continue to monitor the sustainability of the group's operating performance compared with

our expectations of a combined ratio of about 98% and net income of $2.0 billion-$2.5 billion annually over 2021-2023.

Our assessment of its financial risk profile is supported by long-term capitalization at the 'AA' level of our risk-based

capital model. Our prospective view of capitalization is backed by the group's ability to retain sufficient earnings and

use hybrid capital when needed, as demonstrated in the past. From a regulatory perspective, the group's Swiss

solvency test (SST) ratio remained strong at 234% (within the target range of 200%-250%) as of July 1, 2021.
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Outlook: Negative

The negative outlook reflects that Swiss Re's underwriting performance, and consequently earnings, may not be in

line with our expectations. This may influence our view of the group's competitive position, which we currently see

as excellent.

Downside scenario

We could lower the rating by one notch over the 12 months if:

• Underwriting performance of the P/C business does not align with our projections over 2021-2022; or

• The group's capital drops below the 'AA' confidence level for a prolonged period.

We could lower the ratings on the subsidiaries of the CorSo business unit if we note signs of reduced commitment

from the parent to the business unit, indicating it is less than core to the group's strategy.

Upside scenario

We could revise the outlook to stable in the next 12 months if the group improves the underwriting results of its

P/C business by performing broadly in line with our forecasts and displays no particular weaknesses in its

competitive position.

Key Assumptions

• We forecast GDP growth of 5.1% in the eurozone in 2021 and 4.5% in 2022. For the U.S., we expect real GDP

growth of about 5.7% and 4.1% in 2021 and 2022, respectively.

• We would expect the group to grow broadly in line with GDP over the long term.

• Long-term interest rates of 1.5% in 2021 and 2.1% in 2022 in the U.S., and 0.1% in 2021 and 2021 in the eurozone.

• Continued low interest rates mean Swiss Re's investment yield will continue to be about 2%-3%.

• We continue to assess global reinsurance sector outlook as negative, due to its inability to meet its cost of capital in

2021 and our view that it could struggle to do so in 2022.

• The global reinsurance sector's capitalization remains robust, with redundancy at the 'AA' confidence level,

benefiting from capital raises and financial markets' recovery.

• Swiss Re and the wider reinsurance sector's reinsurance pricing will strengthen in 2022 in response to 2021's

elevated losses.

Swiss Re--Key Metrics

2022f 2021f 2020 2019 2018 2017 2016

Gross premiums written (mil. $) 44,249.0 43,595.0 42,951.0 42,228.0 36,406.0 34,775.0 35,622.0

Net income 2,500.0 2,000.0 (824.0) 769.0 481.0 393.0 3,623.0
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Swiss Re--Key Metrics (cont.)

2022f 2021f 2020 2019 2018 2017 2016

Return on shareholders' equity (%) 8.6 ~7 (2.8) 2.6 1.5 1.1 10.5

P/C: Net combined ratio(%) 98.0 98.0 110.3 111.4 106.6 115.4 94.8

Fixed-charge coverage(x) ~4 ~4 (3.8) 0.3 2.4 (0.3) 6.6

Financial leverage(%) ~27 ~27 26.3 23.7 20.9 N/A N/A

S&P Global Ratings' capital adequacy Very strong Very strong Very strong Very strong Excellent Excellent Excellent

P/C--Property/casualty. f--Forecast. N/A--Not applicable.

Business Risk Profile: Very Strong

In our opinion, Swiss Re's competitiveness is underpinned by its market leading position in the global P/C and life

reinsurance markets, well recognized brand, and well-diversified portfolio across all geographies and segments.

Furthermore, we believe Swiss Re continues to benefit from the positive price momentum, similar to other reinsurers,

reflected in its premium growth of 6% for the first nine months of 2021. We expect, the rate increases, tightened terms

and conditions, and portfolio streamlining will likely support its business growth in 2022.

In our view, Swiss Re will continue to benefit from its scale of operations and ability to offer bespoke and innovative

services to its clients. In addition, we recognize that the group benefits from its highly diversified product offering and

long-established direct client relationships that insulate it from the more intense pricing and exposure risks than more

concentrated reinsurers experience. The group also demonstrates solid strategic planning processes by optimizing

capital allocation to manage the pricing cycle, funneling funding to areas and business lines that provide better returns.

We continue to hold the view that the life reinsurance market is characterized by higher operational barriers to entry

(the market is dominated by only a handful of reinsurers), which will likely allow Swiss Re to continue to benefit from

the reasonable margins available in this market.

Following dampened earnings in 2020 due in part to the pandemic, Swiss Re reported robust net income of $1.3 billion

in the first nine months of 2021. The bottom line was hit by large natural catastrophe losses of $1.7 billion, which

includes about $520 million from European floods and about $750 million from Hurricane Ida. This was in addition to

pandemic losses of $1.2 billion and $521 million from U.S. winter storm Uri. Nevertheless, Swiss Re continued to

benefit from the price increases, strong investment returns and disciplined underwriting, which somewhat mitigated

the impact of large-loss events.

Table 1

Swiss Re' Results By Key Business Unit

Results for the first nine months of 2021

(Mil. $) Net income ROE (%) Combined ratio (%) Combined ratio excl. COVID-19 (%)

P/C Re segment 1,460.0 21.2 97.5 96.9

Life and health segment (62.0) (1.3) N.A. N.A.

CorSo 425.0 22.3 91.1 91.8

ROE--Return on equity. P/C--Property/casualty. N.A.--Not available. Source: Swiss Re Q3 news release.
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We recognize Swiss Re's improving operating performance as seen above in the results for the first nine months of

2021. However, the negative outlook on the group's core entities continues to reflect our view on the uncertainty about

its future performance.

Financial Risk Profile: Strong

We expect Swiss Re's prospective capitalization as per our risk-based capital model to be at the 'AA' level through

2021-2023. We take into account our earnings expectations, Swiss Re's proactive portfolio management, other capital

management initiatives like pausing share buybacks in 2020 and the availability of $2.7 billion prefunded subordinated

debt. Moreover, our expectations also take into consideration the group's commitment to manage its capital at least at

the 'AA' confidence level. From regulatory perspective, as of July 1, 2021, Swiss Re reported a SST ratio of 234%, and

we expect Swiss Re will maintain its groupwide SST ratio within its target range of 200%-250% over 2021-2023. If the

ratio drops below 200%, we expect the group to take prompt action to bring it back to at least 200%.

Swiss Re's 2021 earnings have been hit by the natural catastrophe losses. However, we take into account the group's

good results for the first nine months of 2021, ongoing price increases, and CorSo's improving underwriting

performance and forecast that the group will post a combined ratio of 98%, net income of about $2.0 billion and a

return on equity (ROE) of about 7% in 2021. We continue to forecast, for 2022-2023, an ROE of 8%-9% and net

income of about $2.5 billion. Overall, we expect the group will maintain its capital in the 'AA' range through retained

earnings, use of hybrid capital, and the prefunded debt facilities when needed.
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Chart 1

In our view, Swiss Re's most significant insurance risk stems from its exposure to Atlantic Hurricanes (one-in-200-year

exposure costs of $5.8 billion and could reduce the SST ratio by about 32 percentage points [ppts]) and within its life

business, its exposure to one-in-200-year pandemic (about $3.6 billion, could reduce its SST ratio by 19 ppts).

Furthermore, like its peers, the group's exposure to catastrophe risk is a likely source of material capital and earnings

volatility, however we think it is unlikely to experience losses greater than its risk tolerance. In addition, we hold the

view that, Swiss Re is less vulnerable to this than most reinsurers, thanks to its diversified risk profile and strong

modelling capabilities.

Considering these SST ratio sensitivities (Chart 2) and projected capital and earnings, in our base-case scenario we

expect that the group will take necessary actions to manage its capital at the targeted levels.
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Chart 2

We consider that Swiss Re has an overall conservative asset mix, as demonstrated (see chart 3) by the significant

portion of highly rated bonds, cash and equivalents in its portfolio (see chart 4). We believe the group follows a

well-balanced investment strategy with a diverse investment portfolio and hedging strategy to manage volatile capital

market scenarios. Furthermore, Swiss Re's return on investments compares favorably with peers', partly reflecting its

proactive portfolio management.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 23, 2021   7

Swiss Re Group



Chart 3
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Chart 4

Other Key Credit Considerations

Governance

Management's communication of its strategic goals is frequent, clear, and consistent. Swiss Re's strong risk

governance is supported by advanced and detailed financial modelling and reporting tools, and it benefits from robust

independent oversight. The group also benefits from a proprietary natural catastrophe model and therefore has a good

understanding of claims details and a timely measure of potential losses. Furthermore, the group's well-defined risk

appetite translates into a consistent limit framework across all risk categories, approved by the Group Risk and Capital

Committee.

Swiss Re has long-standing senior executives across key business units, with deep bench strength supporting the

senior management team. Swiss Re has established a track record of execution of groupwide strategic and financial

targets.

Liquidity

We expect Swiss Re's liquidity will remain exceptional, owing to the strength of available liquidity sources, mainly

premium income, and a highly liquid asset portfolio relative to its liabilities.
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Factors specific to the holding company

Our 'A' rating on Swiss Re is two notches below the group credit profile, mainly reflecting the structural subordination

of its creditors versus the policyholders of its insurance subsidiaries.

Group support

We treat both the reinsurance and CorSo business units as core to Swiss Re.

The group continues to expand its open book business, which provides access to the primary life and health insurance

market through the brands iptiQ and elipsLife. At this stage, the total premium from this segment is small, albeit

increasing quickly. For example, elipsLife's gross premiums increased by 22% in 2020 while iptiQ's rose by 118% in

first nine months of 2021 compared with same period last year. The group is committed to this segment as it provides

opportunities for growth.

Environmental, social, and governance

Swiss Re's exposure to environmental and social risks compares well with that of global reinsurance peers Munich Re,

SCOR, and Hannover Re. Standards for corporate governance are typically high in Switzerland and in many other

countries where Swiss Re has material exposure. Swiss Re is a thought leader in climate risk research, raising

awareness of the implications for society and highlighting the importance of building resilience. The group's exposure

to environmental risk mainly stems from the prospect of increased claims from extreme weather events, including

windstorms, wildfires, or floods, due to climate change.

Although Swiss Re's exposure to catastrophe risk could materially increase capital and earnings volatility, the group

has the option to reprice its catastrophe contracts annually or cede the risks. This will help it absorb a gradual increase

in claims. Given Swiss Re's strong risk management and modelling capabilities, we do not expect it to experience

losses greater than its risk tolerance. This is despite its significant catastrophe exposure. For over a decade, the group

has been working with the public sector to create insurance-based solutions to help close the disaster protection gap in

affected areas. Swiss Re is less vulnerable to large natural catastrophe losses than less diversified reinsurers, thanks to

its diversified risk profile particularly through its life business. Through its life reinsurance business, Swiss Re is

exposed to social factors like changes in demographic trends, including improved longevity and adverse mortality

trends that can increase insurance liabilities. However, this is in line with other life reinsurers, and we believe the

diversification of its global book of business mitigates those risks.

Enterprise risk management

We consider Swiss Re's enterprise risk management program an important consideration in our ratings analysis, given

the complexity of the group's business model and its exposure to significant capital and earnings volatility. Swiss Re's

mature risk management culture and well-established risk framework support strong risk controls and risk tolerances

that we view as unlikely to be exceeded. We expect that these capabilities, along with the group's economic capital

model (ECM), which we assess as good, will continue to support the group's ability to optimize its capital allocation

and risk return metrics.

Accounting considerations

We base our analysis primarily on financial data prepared in accordance with U.S. generally accepted accounting

principles. Swiss Re will adopt International Financial Reporting Standards for its consolidated financial statements as
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of Jan. 1, 2024, and we believe its disclosures will be more comparable with its close peers.

Among other items, within our analysis of the group's capital adequacy, we have granted partial credit for the

off-balance-sheet portion of the value in force on Swiss Re's life portfolio, as well as Swiss Re's ECM.

Related Criteria

• Environmental, Social, And Governance Principles In Credit Ratings, Oct 10, 2021.

• General Criteria: Group Rating Methodology, July 1, 2019.

• General Criteria: Hybrid Capital: Methodology And Assumptions, July 1, 2019.

• Criteria | Insurance | General: Insurers Rating Methodology, July 1, 2019.

• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017.

• General Criteria: Guarantee Criteria, Oct. 21, 2016.

• General Criteria: Principles Of Credit Ratings, Feb. 16, 2011.

• Criteria | Insurance | General: A New Level Of Enterprise Risk Management Analysis: Methodology For Assessing

Insurers' Economic Capital Models, Jan. 24, 2011.

• Criteria | Insurance | General: Refined Methodology And Assumptions For Analyzing Insurer Capital Adequacy

Using The Risk-Based Insurance Capital Model, June 7, 2010.

Related Research

• The Global Reinsurance Sector Outlook Remains Negative As Returns Fall Short, Oct. 28, 2021.

• Reinsurers' Use Of Insurance-Linked Securities Is Set To Increase Amid Rising Catastrophe Losses, Oct. 27, 2021.

• Five Years Of Over-Budget Catastrophe Losses Test Global Reinsurers' Discipline, Oct, 14, 2021.

• S&P Global Ratings Top 40 Global Reinsurers And Reinsurers By Country: 2021, Sept. 30, 2021.

• Global Reinsurers Grapple With Climate Change Risks, Sept. 23, 2021.

• Hurricane Ida Is Not Expected To Result In Rating Actions On U.S. Property/Casualty Insurers And Reinsurers,

Sept. 2, 2021.

• Bulletin: Swiss Reinsurance Company Ltd. Absorbs Swiss Re Corporate Solutions Ltd. In Group Reorganization,

July 13, 2021.

Appendix

Swiss Re--Credit Metrics History

(Mil. $) 2020 2019 2018 2017

S&P Global Ratings' capital adequacy Very strong Very strong Excellent Excellent

Total invested assets 126,163.0 181,493.0 153,287.0 168,703.0
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Swiss Re--Credit Metrics History (cont.)

(Mil. $) 2020 2019 2018 2017

Total shareholder equity 27,135.0 29,251.0 27,930.0 34,124.0

Gross premiums written 42,951.0 42,228.0 36,406.0 34,775.0

Net premiums written 39,827.0 39,649.0 34,042.0 32,316.0

Net premiums earned 40,321.0 37,974.0 33,875.0 33,119.0

Reinsurance utilization (%) 7.3 6.1 6.5 7.1

EBIT (2,553.0) (384.0) 968.0 (711.0)

Net income (attributable to all shareholders) (824.0) 769.0 481.0 393.0

Return on shareholders' equity (reported) (%) (2.8) 2.6 1.5 1.1

Return on revenue (%) (5.8) (0.9) 2.5 (1.9)

Return on assets (including investment gains/losses) (%) 0.0 0.7 0.5 0.5

P/C: net combined ratio (%) 110.3 111.4 106.6 115.4

P/C: net expense ratio (%) 30.5 31.7 32.4 33.1

P/C: return on revenue (%) (4.7) (4.0) 1.2 (9.1)

Life: Net expense ratio (%) 25.6 26.5 26.1 27.1

Net investment yield (%) 2.3 3.2 3.2 2.8

Net investment yield including investment gains/(losses) (%) 3.8 4.6 3.2 4.1

EBITDA fixed-charge coverage (x) (3.8) 0.3 2.4 (0.3)

EBIT fixed-charge coverage (x) (1.0) 2.9 2.1 1.9

Financial obligations / EBITDA adjusted (5.0) 62.7 5.9 (55.7)

Financial leverage including pension deficit as debt (%) 26.3 23.7 20.9 21.5

P/C--Property/casualty.

Business And Financial Risk Matrix

Business

risk profile

Financial risk profile

Excellent Very Strong Strong Satisfactory Fair Marginal Weak Vulnerable

Excellent aa+ aa aa- a+ a- bbb bb+ b+

Very Strong aa aa/aa- aa-/a+ a+/a a-/bbb+ bbb/bbb- bb+/bb b+

Strong aa-/a+ a+/a a/a- a-/bbb+ bbb+/bbb bbb-/bb+ bb/bb- b+/b

Satisfactory a a/a- a-/bbb+ bbb+/bbb bbb/bbb- bb+/bb bb-/b+ b/b-

Fair a- a-/bbb+ bbb+/bbb bbb/bbb- bbb-/bb+ bb/bb- b+/b b-

Weak bbb+/bbb bbb/bbb- bbb-/bb+ bb+/bb bb/bb- bb-/b+ b/b- b-

Vulnerable bbb-/bb+ bb+/bb bb/bb- bb-/b+ b+/b b/b- b- b-

Note: Where table indicates two possible outcomes, we determine the anchor as follows: For financial risk profiles that we assess as satisfactory or

stronger, we consider the relative strength of both the business risk and financial risk profiles within the cell. This is based on a holistic assessment

of the relative strengths of the rating factors of the business risk profile and financial risk profile. For financial risk profiles that we assess as fair or

weaker, we typically place more weight on the relative strength of the rating factors of the financial risk profile.

Ratings Detail (As Of November 23, 2021)*

Swiss Re Ltd.

Issuer Credit Rating A/Negative/--

Senior Unsecured A
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Ratings Detail (As Of November 23, 2021)*(cont.)

Short-Term Debt A-1

Subordinated BBB+

Related Entities

First Specialty Insurance Corp.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating

Local Currency AA-/Negative/--

North American Capacity Insurance Co.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating

Local Currency AA-/Negative/--

North American Elite Insurance Co.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating

Local Currency AA-/Negative/--

North American Specialty Insurance Co.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating

Local Currency AA-/Negative/--

Swiss Re Africa Ltd.

Financial Strength Rating

Local Currency AA-/Negative/--

Swiss Re America Holding Corp.

Issuer Credit Rating

Local Currency A/Negative/A-1

Senior Unsecured A

Swiss Re Asia Pte. Ltd.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating

Local Currency AA-/Negative/A-1+

Swiss Re Asia Pte. Ltd., (Australia Branch)

Financial Strength Rating

Local Currency AA-/Negative/--

Swiss Re Corporate Solutions Africa Ltd.

Financial Strength Rating

South Africa National Scale zaAAA/--/--

Swiss Re Corporate Solutions Insurance China Ltd.

Financial Strength Rating

Local Currency A+/Negative/--
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Ratings Detail (As Of November 23, 2021)*(cont.)

Issuer Credit Rating

Local Currency A+/Negative/--

Swiss Re Corporate Solutions Mexico Seguros S.A. de C.V.

Financial Strength Rating

CaVal (Mexico) National Scale mxAAA/Stable/--

Issuer Credit Rating

CaVal (Mexico) National Scale mxAAA/Stable/--

Swiss Re Europe Holdings S.A.

Issuer Credit Rating

Local Currency --/--/A-1

Swiss Re Europe S.A.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating

Local Currency AA-/Negative/--

Swiss Re Financial Products Corp.

Issuer Credit Rating

Local Currency AA-/Negative/A-1+

Swiss Reinsurance America Corp.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating

Local Currency AA-/Negative/--

Swiss Reinsurance Co. Ltd.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating AA-/Negative/A-1+

Financial Enhancement Rating

Local Currency AA-/--/--

Junior Subordinated A

Senior Unsecured AA-

Swiss Re International SE

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating AA-/Negative/--

Swiss Re Life & Health America Holding Co.

Issuer Credit Rating

Local Currency A/Negative/--

Swiss Re Life & Health America Inc.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating

Local Currency AA-/Negative/--
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Ratings Detail (As Of November 23, 2021)*(cont.)

Swiss Re Life & Health Australia Ltd.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating

Local Currency AA-/Negative/--

Westport Insurance Corp.

Financial Strength Rating

Local Currency AA-/Negative/--

Issuer Credit Rating

Local Currency AA-/Negative/--

Domicile Switzerland

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global scale are comparable

across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or obligations within that specific country. Issue and

debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.
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