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 Significant investment in R&D 

 Unified underwriting tools, processes and guidelines across the Group

 Cycle management and portfolio steering, including managing exposures 
through ILS and retro 

 Segregation of underwriting, sales and reserving functions
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Swiss Re's approach to underwriting ...

Underwriting
 sets objective 

price 
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terms and 
conditions
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 has final 

decision on 
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 …but 
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... leads to outperformance

1 Underwriting profit = GAAP premiums earned - claims and claims adjustment expenses - acquisition costs - other expenses
Top 8 reinsurers include: Swiss Re, Munich Re, Hannover Re, PartnerRe, SCOR, General Re, Everest Re, Transatlantic Re
Source: Swiss Re Economic Research and Consulting

Swiss Re’s P&C premium and underwriting profit share vs top 8 reinsurers 
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2011 
underwriting loss1:
 Top 8 reinsurers: 

USD 6.0bn in u/w loss
 Swiss Re:

USD 0.2bn in u/w loss
 Swiss Re premium share 

of 19%, share of u/w loss 
of 3%

 Swiss Re's underwriting outperformance in P&C

- 2006-2010: above average share in underwriting profits

- 2011: significantly below average share of underwriting loss
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Deaths / 1000 (age weighted to represent insurance portfolio)

Insured-age excess mortality due to pandemic influenza
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1918 virus in the USA in 1918

1918 virus in the USA today

 Re-/insurance is a 
knowledge business

 R&D provides a 
competitive 
advantage 

– requires economies 
of scale that are a 
barrier to entry

 Example

– Swiss Re's pandemic 
flu model determines 
the excess mortality 
caused by flu viruses 
of varying severities

R&D
A value driver in underwriting
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aPortfolio steering 
Concentrating on segments offering maximum value
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 Ability to manage/steer risk globally across all business units and 
product types, with common risk metrics, are key to optimising capital 
allocation and maximising economic profit 
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 Swiss Re is fully committed to cycle management and portfolio steering

 Continued focus on maximising absolute economic profit, subject to 
Group risk appetite

 Chief Underwriting Office invests in R&D and continues to deliver the 
strategic underwriting capability at Group level

 Increased speed to market and proximity to clients as transactional 
underwriting is directly embedded in Business Units

 Decision matrix between underwriting and sales within each Business 
Unit
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Conclusion

 Underwriting is a core strength of Swiss Re
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aCautionary note on 
forward-looking statements
Certain statements and illustrations contained herein are forward-looking. These statements and illustrations provide current expectations of future events based on certain 
assumptions and include any statement that does not directly relate to a historical fact or current fact. 
Forward-looking statements typically are identified by words or phrases such as “anticipate“, “assume“, “believe“, “continue“, “estimate“, “expect“, “foresee“, “intend“, 
“may increase“ and “may fluctuate“ and similar expressions or by future or conditional verbs such as “will“, “should“, “would“ and “could“. These forward-looking 
statements involve known and unknown risks, uncertainties and other factors, which may cause Swiss Re’s actual results of operations, financial condition, solvency ratios, 
liquidity position or prospects to be materially different from any future results of operations, financial condition, solvency ratios, liquidity position or prospects expressed 
or implied by such statements. Such factors include, among others:
 further instability affecting the global financial system and developments related 

thereto, including as a result of concerns over, or adverse developments relating 
to, sovereign debt of euro area countries;

 further 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 financial strength or other ratings of 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;
 legal actions or regulatory investigations or actions, including those in respect 

of industry requirements or business conduct rules of general applicability;
 changes in economic theory or principles;
 significant investments, acquisitions or dispositions, and any delays, 

unexpected costs or other issues experienced in connection with any such 
transactions;

 changing levels of competition; 
 operational factors, including the efficacy of risk management and other internal 

procedures in managing the foregoing risks; and
 challenges in implementation, adverse responses from counterparties, 

regulators or rating agencies, or other issues arising from, or otherwise relating 
to, the changes in Swiss Re's corporate structure.

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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David Cole, Group Chief Risk Officer
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aRisk Management
Introduction

CRO
Reinsurance

Group 
Chief Risk Officer

CRO
Corporate 
Solutions

CRO
Admin Re®

 Risk Management structure aligned with the Group
 Increased ability to support BUs in accepting good risks while 

maintaining oversight

Central 
RM

units

 BU CROs are members of 
respective management 
teams; independence 
maintained by solid 
reporting line to Group CRO

 Central Risk Management 
units establish and maintain 
the overall risk framework

 Provides checks and 
balances to BU risk and 
actuarial teams
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GROUP 
LEVEL 
ROLE

Setting up 
framework to 
enable good 
risk taking

BUSINESS 
UNIT

OVERSIGHT

 Proposing Business Unit risk policies and risk limits consistent with 
Group risk policy, monitor exposure against Business Unit limits

 Advising on risk-taking activities of the Business Units, providing 
independent sign-off on material risk decisions

 Measuring economic capital adequacy & liquidity risk against targets
 Validating pricing models
 Executing second line of defence assurance

Monitoring, 
ensuring 
adherence to 
risk framework

BUSINESS  
UNIT

SERVICING

 Calculating policy and claims reserves
 Conducting economic valuations
 Conducting risk reporting

Day-to-day 
reserving and 
reporting 
activities

Risk Management mandate
Control and oversight of Group and Business Units

 Proposing Group risk policies and risk limits, monitoring exposure 
against Group limits

 Developing and maintaining risk models
 Measuring economic capital requirements
 Identifying, measuring, monitoring & reporting on risk developments
 Managing relationships with external stakeholders related to Risk 

Management
 Designing & managing an integrated second line of defence
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aRisk Management is embedded in the 
Group and Business Units' steering process

 Group Risk Policy and tolerance

 Part of all decision taking bodies
concerned with risk taking

 Large transaction approval

 Risk Management standards

 Risk model outputs used 
as inputs in optimisation 
for plan

 Testing of risk tolerance

 Limit monitoring

 Accumulation control

 Reporting of risk 
changes and impact 
on capital adequacy

Capital
allocation

&
target

setting

Portfolio &  
performance 

measure-
ment

Decision
making

Strategy
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4%

Standalone shortfall based on 1-year 
99% Tail VaR of USD 27.2 billion1…

Diversification
Financial 
Market 

51%
L&H 
24%

P&C 
18%

Credit 
7%

USD 16.7bn

… results in a Group capital requirement after 
allowing for diversification of USD 16.7 billion.

Risks are diversified across the Group

Financial 
Market
39%

L&H 26%

P&C 28%

Credit
7%

1 Simple sum, as of 31 Dec 2011, prior to diversification; both pre- and post-diversification capital requirements are 
for internal model and disclosed in 2011 annual report

Credit spread 27%
Equity 13%
Foreign exchange 4%
Other FM risk 7%

Mortality trend 13%
Lethal pandemic 13%
Longevity -2%

Costing & Reserving 5%
Inflation 4%
TC North Atlantic 2%
Other P&C 7%
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 Risk Management is core to Swiss Re's business model

 Embedded in all of Swiss Re's risk-taking activities

 Mandated and structured to support and control both Swiss Re Group and 
the Business Units

 Independence maintained by Business Unit dedicated risk units reporting 
to Group CRO, with strong mandate to challenge

Summary

 Long-term stability and growth supported by fully integrated view of risk
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aCautionary note on 
forward-looking statements
Certain statements and illustrations contained herein are forward-looking. These statements and illustrations provide current expectations of future events based on certain 
assumptions and include any statement that does not directly relate to a historical fact or current fact. 
Forward-looking statements typically are identified by words or phrases such as “anticipate“, “assume“, “believe“, “continue“, “estimate“, “expect“, “foresee“, “intend“, 
“may increase“ and “may fluctuate“ and similar expressions or by future or conditional verbs such as “will“, “should“, “would“ and “could“. These forward-looking 
statements involve known and unknown risks, uncertainties and other factors, which may cause Swiss Re’s actual results of operations, financial condition, solvency ratios, 
liquidity position or prospects to be materially different from any future results of operations, financial condition, solvency ratios, liquidity position or prospects expressed 
or implied by such statements. Such factors include, among others:
 further instability affecting the global financial system and developments related 

thereto, including as a result of concerns over, or adverse developments relating 
to, sovereign debt of euro area countries;

 further 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 financial strength or other ratings of 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;
 legal actions or regulatory investigations or actions, including those in respect 

of industry requirements or business conduct rules of general applicability;
 changes in economic theory or principles;
 significant investments, acquisitions or dispositions, and any delays, 

unexpected costs or other issues experienced in connection with any such 
transactions;

 changing levels of competition; 
 operational factors, including the efficacy of risk management and other internal 

procedures in managing the foregoing risks; and
 challenges in implementation, adverse responses from counterparties, 

regulators or rating agencies, or other issues arising from, or otherwise relating 
to, the changes in Swiss Re's corporate structure.

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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David J. Blumer, Group Chief Investment Officer
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 Asset Management function remains responsible for managing both 
the Group's and the Business Units' (BUs) investments

 A top-down group-wide consistent investment strategy is prudently 
applied across the BUs

 The BUs' Asset Liability Management (ALM) characteristics and 
objectives are reflected in the BUs' strategic asset allocations (SAAs)

 ALM is the cornerstone of the investment process

 Integrated risk allocation principles are used to allocate capital and 
manage risk

2

Asset Management
Introduction
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Asset Management
Integrated investment process at Group and BU levels

Top-down
investment view

 Investment 
views and 
market 
scenarios

 Determine 
preferred 
investment 
universe

Business 
considerations

 Business Units' 
characteristics, 
objectives and 
considerations

 Risk 
parameterisation
and modeling

Capital/liquidity 
considerations

 Internal and 
external capital 
and liquidity 
requirements 

 Detailed analysis 
of the current 
portfolio  

 Target metrics 
applied

Group SAA / 
BU SAAs

 BU SAAs tailored 
to their needs 
and objectives

 Group and BU 
SAAs consistent 
with top-down 
investment 
strategy and 
capital and 
liquidity capacity
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Sustainability 
factors

Policy 
stimulus

Risk 
appetite 

index

Asset 
allocation 
scorecard

Fiscal 
vulnerability 

radar
Baseline 
scenario

Risk-
reward

Macro
base-
line

Market 
con-

sensus

Country 
selection

Tail
risks

Relative 
value

Asset 
flows
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Asset Management 
Consistent top-down investment strategy

a) Baseline and alternative scenarios b) Trigger points

Trigger 
points 
defined 
to assess if 
moving 
within or 
away from 
baseline 
scenario

c) Key market drivers

Fiscal 
development
EM inflation

US housing

Policy

etc…

Tools developed to monitor 
key market drivers

Identify key 
market drivers

Impact? Adjustment needed?

d) Constantly observe impact on baseline – adjust, if necessary
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Asset Management
Governance

 Investment 
governance at 
Group level largely 
unchanged

 BUs' considerations 
and needs reflected 
in investment 
governance 
structure

 Consistency of 
investment strategy 
between Group and 
BUs fully ensured

Unchanged at
Group level

Reinsurance Corporate Solutions Admin Re®

Asset Management consolidates 
Group SAA reflecting Business Units' SAA

EC approves Group 
strategic asset allocation (SAA) 

Group
BoD

New Business
Units level

SAA approved by governing Boards
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Investment mix and mid-term plan
Business Units and Group
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 Flexible and transparent investment strategy and process upheld

– Matching liabilities at Group and BU level with corresponding assets 
based on economic view and within defined limits and controls

 Controlled and structured investment decisions at all levels

– Fully in line with Group's overall risk tolerance and capital utilisation and 
now also reflecting BUs' individual risk limits and capital allocations

 Enhanced transparency of investment governance

– Largely unchanged for Group and for in-house/outsourced mandates, 
as well as tailored SAAs to individual BUs' characteristics and objectives
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Summary
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Q&A
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aCautionary note on 
forward-looking statements
Certain statements and illustrations contained herein are forward-looking. These statements and illustrations provide current expectations of future events based on certain 
assumptions and include any statement that does not directly relate to a historical fact or current fact. 
Forward-looking statements typically are identified by words or phrases such as “anticipate“, “assume“, “believe“, “continue“, “estimate“, “expect“, “foresee“, “intend“, 
“may increase“ and “may fluctuate“ and similar expressions or by future or conditional verbs such as “will“, “should“, “would“ and “could“. These forward-looking 
statements involve known and unknown risks, uncertainties and other factors, which may cause Swiss Re’s actual results of operations, financial condition, solvency ratios, 
liquidity position or prospects to be materially different from any future results of operations, financial condition, solvency ratios, liquidity position or prospects expressed 
or implied by such statements. Such factors include, among others:
 further instability affecting the global financial system and developments related 

thereto, including as a result of concerns over, or adverse developments relating 
to, sovereign debt of euro area countries;

 further 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 financial strength or other ratings of 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;
 legal actions or regulatory investigations or actions, including those in respect 

of industry requirements or business conduct rules of general applicability;
 changes in economic theory or principles;
 significant investments, acquisitions or dispositions, and any delays, 

unexpected costs or other issues experienced in connection with any such 
transactions;

 changing levels of competition; 
 operational factors, including the efficacy of risk management and other internal 

procedures in managing the foregoing risks; and
 challenges in implementation, adverse responses from counterparties, 

regulators or rating agencies, or other issues arising from, or otherwise relating 
to, the changes in Swiss Re's corporate structure.

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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