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Global economic outlook: Growth in the shadow of (geo-)palitics with more macro
volatility ahead

Swiss Re Institute Consensus
i g 2024 (F) 2025 (F) 2026 (F) 2010-2019 2025-2034 | 2024 (E) 2025 (F
= Economic growth will diverge further: US outperformance & El L) El L)
Real GDP (% change)
to continue, while Europe and China are weighed down by us 28 29 21 23 20 26 19
global trade uncertainty and geopolitics. China’s stimulus will Euro area 0.7 09 11 14 11 0.7 12
United Kingdom 0.9 12 15 2.0 13 10 13
not solve long-run structural challenges :
China 4.9 4.6 4.1 7.7 3.7 4.8 45
World 2.8 2.8 2.7 3.1 25 2.7 2.8
I » |nflation progress will slow: Inflation will not return to the US  cpi (% change)
I Il central bank target next year, while affordability pressures us 2.9 25 24 1.8 23 2.9 2.3
. . Euro area 2.3 2.0 2.1 1.4 2.1 2.4 2.0
continue to strain households _
United Kingdom 2.5 2.2 2.3 2.2 2.3 25 2.3
China 04 1.1 15 2.6 18 05 12
» Monetary policy loosening, but US higher for longer: World 5.1 33 30 2.9 2.8 5.2 34
Greater central bank divergences amid widening gaps in L(C e Bare IEle (1)
inflati q T out h to cuts f " us 4.4 4.2 4.2 2.4 4.2 3.9 3.7
inflation and growth outcomes, with less rate cuts from the Euro area ) )3 04 o ” 9 ”1 0o
Fed than the ECB United Kingdom 4.4 45 45 1.9 45 3.9 37
China 2.2 2.2 2.2 35 25 2.1 2.0
= Key economic risks prevail: (Geo-)political challenges with Central bank rate (%)
_ high q s and fiscal nability us 4.6 3.9 34 0.7 3.2 4.4 3.2
YT uncertainty over higher trade tariffs and fiscal sustainability in Euro area 30 20 0 o 0 30 0
the US result in more macro volatility for inflation and bond United Kingdom 48 3.8 35 05 2.8 4.7 3.6
vields China 15 1.1 10 3.0 17 - -

Sources: Bloomberg, Swiss Re Institute
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Global primary insurance market outlook: High'interest rates continue to support life
savings business, while non-life premium growth is'expected to decelerate

Non-life insurance premium growth decelerating from 2024 price-

driven boost _
* Price moderation will impact Advanced Markets the most in the Premium growth in real terms by line

next two years 6%

* In Emerging Markets increasing insurance penetration and market 5%

development will support growth 4%
* Continued growth in demand for nat-cat covers 3% ® ()
2% ¢
Life insurance premiums to grow over double of the 2014-23 rate 1%
* Higher interest rates continue to drive savings business growth, 0% ®
after North America posted a 20-year high growth in 2024 Total Non-life Life

* Demand pivot from fixed-rate to index-linked savings business 2024 ©2025-26 ©2019-23

» Still elevated pension de-risking, helped by regulatory changes
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Theme 1: New US administration and a Republican Congress raise upside pressure on
inflation and interest rates, while growth upside is limited

Key variables before Trump, after Trump’s first term, and today Manufacturing and Services PMls in key regions
Index
Jan 2017 | Jan 2021 | Today Key changes in macro backdrop 60.0
>50 expansion
GDP 2.2% 4.2% Economy is closer today to late stage 57.5
£ . P 55.0
s ISM manufacturing 55.7 59.2 Manufacturing is weaker
o
o Unemployment rate 4.7% 6.4% Greater risk of non-linear loosening 52.5
Debt to GDP ratio 97 121 Fiscal space more limited 50.0
(2]
o . . a 475
£ | cPiinflation 26% | 1.4% '(;:/'2::;: Jr‘]’g'“ for growth without
o 45.0
- Fed funds rate 0.5% 0.0% Ample policy space to stimulate if needed 495 <50 contraction \/\/
c .
« . . . ' ' I ' ' ' I ' ' '
® 0 10-year yield* 2.4% 1.1% Cost of capital has normalized Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct
=g
E i Credit spreads 0.56 0.26 Credit spreads remain tight 2022 2023 2024
[72]
E . . .
g Debt to GDP ratio 97 121 Fiscal space more limited — US Manufacturing PMI = Euro area Manufacturing PMI = China Manufacturing PMI
[=
- S&P 500 P/E ratio 26.5 38.6 Tight risk premia, and stretched valuations ~— US Services PMI = Euro area Services PMI =~ China Services PMI
*Note: 10-year yields have fallen on average 135 bps over a cutting cycle. So far in this cycle, they have risen around Source: Macrobond, Swiss Re Institute

60 bps. Job growth uses 3-month moving average
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Theme 2: Upside risks to inflation and interest rates in various scenarios

Key policy channels: Escalatory tariffs Full protectionism Full fiscal
10% broad tariffs on world, while excl. close Trump admin prioritizes fiscal agenda, using
> Trade policies L . Lo . 60% tariffs on Chinese imports, and 10% tariffs to offset lost revenues. 10% tariff on all
allies (EU, CA, MX) with potential selective . . . . .
. . . . . elsewhere. China and ROW fully retaliate imports from H125. 30% tariff on China.
tariffs. 30% on China with partial retaliation .. .
Minimal retaliation
. . . TCJA fully extended, but no additional fiscal TCJA fully extended, but no additional fiscal TCJA fully extended, further personal and
» Fiscal policies : : .
expansion expansion corporate tax reductions
» Immigration policies 500k deportations + reduced migration/year |1 million deportations + reduced migration/year 500k deportations + reduced migration/year
us Europe China us Europe China us Europe China
Economic GDP -0.5 -0.3 -0.5 -1.4 -1.0 -0.9 +0.4 +0.1 -0.2
impact % Inflation +0.5 -0.1 -0.1 +1.0 +0.1 +0.3 +0.5 +0.2 -0.1
10y yields +0.2 -0.1 -0.1 -0.1 -0.4 -0.2 +0.8 +0.6 0.0
Property and
specialty ®
uw
profitability Motor ®
Liability o
e All LoBs impacted negatively through less |+ All LoBs impacted, but property and specialty * All LoBs impacted positively through higher
P . | . t economic activity and income Growth impacted the most economic activity and income growth
remium volume impac * Protectionism through non-tariff barriers alters |+ Savings business benefits from higher
competitive climate for re/insurers * interest rates
@ Limited impact Moderate negative impact o Significant negative impact



Theme 3: Life insurance is turbocharged by the monetary policy turn and surging
dependency ratios supporting the annuity sales pivot

United States: Individual annuity market developments
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Source: Life Insurance Marketing and Research Association (LIMRA),
U.S. Department of the Treasury, Swiss Re Institute

@ Swiss Re

US and UK dependency ratios, 1950-2040

Ratio

5b

) P

"
| | | | | | | | | |
1950 1960 1970 1980 1990 2000 2010 2020 2030 2040 2050

— UK Old-Age — UK Youth =—US Old-Age =— US Youth

Source: UNCTAD, Macrobond, Swiss Re Institute

1) Old-age dependency ratio = Population 65+ / (15-64); Youth dependency ratio = (0-14) / (15-64)

Baby boomer generation defined as people born from 1946-64. Bars show the years in which this generation
enters the numerator of each dependency ratio.



Key takeaways

High uncertainty and geopolitical risks make alternative scenario monitoring key.
Risks around the baseline scenario are skewed to adverse scenarios, namely “renewed supply
side shocks” (stagflation) or a “global recession”
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Retirement savings gap for eight of the world's biggest economies was USD 106 trillion
in 2022 and could more than quadruple by 2050

= Baby Boomers are retiring and must manage
their retirement savings amassed over their
working lives

= |nterest rate hikes initiated to counter post-
pandemic inflation have meant higher returns on
life savings and annuity insurance products in
many places

@ Swiss Re

USD trillions
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Life insurance premiums to increase by bb% by 203b

Global life Insurance Premiums, USD trillions

» |Interest rates, despite some easing, are set to
stay elevated for the medium term, underpinning

demand for life savings products USh 48
= Real wage growth, ageing demographics and the '

rise of the middle class in emerging markets
continue to support the positive backdrop

USD 3.1

w

N

—_

m2024 m2035

Source: Swiss Re Institute
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Life expectancy continues to improve but hasslowed since 2010

Increasing life expectancy since the 1970s in select countries

= Historically, mortality improvements have
typically come in waves

85

=  Mortality improvements have plateaued since
2010, after advances in treating cardiovascular
diseases peaked

80

= US diverges — only top 10% socioeconomic group

has a high life expectancy 75

Life expectancy (years)

=  Key issues in the US are access to healthcare,
obesity and opioids

= COVID-19 resulted in a temporary drop in 1970 1980 1990 2000 2010 2020
. Y
life expectancy e

Switzerland eeeeee UKeeosososo us Europe High-income countries

Source: Various national agencies collated by Our World in Data — reproduced by Swiss Re Institute
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Five years after the first COVID-19 case, we still have excess'mortality

= COVID-19 is still driving excess mortality
both directly and indirectly

=  Pessimistic scenario: Excess mortality to
remain elevated until 2033 in the US and UK,
above pre-pandemic expectations, the longest
period of elevated peacetime excess mortality
in the US

=  Optimistic scenario: US and UK pandemic-
linked excess mortality would disappear by
2028, reverting to pre-pandemic mortality
expectations

=  (QOptimistic scenarios require healthcare and
medical advancements

@ Swiss Re

Scenario forecasts for US and UK, general populations excess

mortality, 2033

Scenarios

us
8%
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8%
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4%
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2024 2025 2026 2027 2028 2029 2030 2031 2032 2033
— Optimistic = Pessimistic

Source: Swiss Re Institute

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

— Optimistic = Pessimistic

Source: Swiss Re Institute
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Antimicrobial resistance — the silent pandemic — has the potential to.adversely impact

life expectancy improvements

Global map of all-age, AMR-associated death rates per 100 000

= The accelerated spread of antimicrobial
resistance (AMR) has been attributed to
excessive and improper use of antibiotics in both
humans and animals

= |n 2021, AMR contributed to the deaths of 4.7
million people

= Swiss Re calls out for increased awareness

= (Ongoing global surveillance, as well as
cooperation across sectors and borders, are key
to overcoming this challenge

() Combined death rate per 100 000 * = Global

Infographic: Swiss Re. Data derived from: ‘Global burden of bacterial anmtimicrobial resistance in 2018: 5 systematic analysis’, Lancet, 20220
License: Open access article distributed under the terms of the CCBY 4.0 license.
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But we have reason to be optimistic: Promising technologies for future medical

advancements

= Broad consensus is that further i i Immunotherapy

life expectancy gains are | i
. P y9 Obesity drugs ‘ ‘ ‘ mRNA |
coming | vaccines

= Advanced technologies will L i :
Al medicine !

Alzheimer's/
deme¢tia drugs

provide opportunities for Anti-microbial

_ resistaqlnce drugs
healthcare improvements, but

. e P Liquid biopsies ’ Cholesterol ’ ’ CRISPR ' Regenerative
uncertainty about timing is high ! ! vaccine . medicine |
- Drug breakthroughs around Or:el antlcoagulants “$ep8|s manage mentl\lano%nology I‘Robotlc su?geons Anti-ageinig
dementia and cancer are Wearables @ ; ; ® Organreplacement | ;
expected : : : : ' : : :
o S Telehealth® | o Osteoporos'|s © Gender medicine i i
= Personalisation and digitalisation ! ! ! ! ! ! ! !
will be key factors for individual Today - O - 0 o o R 0 R SO S0 20
years years years years years years years years

developments
Timeframe for widespread access

0 Al @ Cancer @ Cardiovascular diseases @ Experimental therapies @ Neurodegenerative diseases

Size of the bubble represents the potential impact on mortality improvements

Source: Swiss Re Institute.
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GLP-1 drugs are emerging as a weight loss game changer

Obesity rates have nearly tripled globally since
1975, with over 890 million adult and 160 million
children affected

Obesity increases the risk of hypertension, insulin
resistance, heart disease, type 2 diabetes and certain
cancers

New weight-loss injectables have shown great promise
as a complementary treatment leading to weight loss
and improved metabolic health

Individual lifestyle changes remain crucial for increased
life expectancy

@ Swiss Re

. Benefits of GLP-1 drugs for weight loss ‘ Elevated disease risks of obesity

Circulation Brain

riglycerides ppetite, food intake
Triglycerid & Appetite, food intak

Cholesterol (@) @ stoke

HoAlc @ @ Mental health
Fasting insulin and glucose . . Neurodegeneration
Eye damage (retinopathy) ‘

Cardiovascular system

Liver ;
‘ Adverse cardiovascular events

Insulin sensitivity (@)
Fat content (@)
Liver disease ’

@ Blood pressure
. Cardiovascular disease

Respiratory

Kidney

. Improved asthma control

Increases filtration rate (@) @ Infecion susceptibilty

Kidney disease (@)

Stomach
Pancreas @ Gastric emptying
Insulin secretion . . Obesity

Type 2 diabetes @)

@ Nerve damage
(Peripheral neuropathy)

Musculoskeletal ailments ‘

‘ Chronic inflammation

Source: Swiss Re Institute 16






Get your publication today and subscribe to our research

Sigma publications Expertise Publications Economic Insights Economic Outlook
*  Market information for * Expert analysis of specific * Key findings on macro *  Monthly newsletters on global
managers and specialist in risk topics in regional developments and market economic and financial market
the (re)insurance industry markets and the global events, and their implications risk landscape
(re)insurance industry for the (re)insurance industry
o fﬁ‘?’.ﬁ" [} SwissRe

se

S | g l | | a Changing climates: the heat is (still) on

Natural catastrophes
in 2023: gearing up for
today’s and tomorrow's
weather risks
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https://www.swissre.com/institute/research/sigma-research.html
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https://www.linkedin.com/company/swiss-re/
https://twitter.com/SwissRe
https://www.youtube.com/swissretv
https://www.instagram.com/swiss_re_group/?hl=en

Legal notice

©2024 Swiss Re. All rights reserved. You may use this presentation for private or internal purposes but note that any
copyright or other proprietary notices must not be removed. You are not permitted to create any modifications or
derivative works of this presentation, or to use it for commercial or other public purposes, without the prior written
permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of the presentation and may
change. Although the information used was taken from reliable sources, Swiss Re does not accept any responsibility
for its accuracy or comprehensiveness or its updating. All liability for the accuracy and completeness of the
information or for any damage or loss resulting from its use is expressly excluded.
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