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Early 2014 tapering is expected to last six months, says Swiss Re Chief Economist,
Kurt Karl

Contact:
Corporate Communications, New York
Telephone +1 914 828 6511
Media Relations, Zurich
Telephone +41 43 285 7171
Corporate Communications, Hong Kong
Telephone +852 2582 3660
Investor Relations, Zurich
Telephone +41 43 285 4444

Swiss Re Ltd
Mythenquai 50/60
P.O. Box
CH-8022 Zurich

Telephone +41 43 285 2121
Fax +41 43 285 2999
www.swissre.com

New York, 30 October 2013 – After today’s decision by the
Federal Reserve to maintain the target fed funds rate at zero to
25 basis points, Swiss Re’s Chief Economist, Kurt Karl,
commented that tapering is now expected to begin in early 2014
and end by Q3 of next year.
Karl said: "The tapering and an improving growth outlook will push up
the yield on the 10-year Treasury note to 3.1% by end-2014."
He continued that Real Gross Domestic Product (GDP) growth has
been weakened this quarter by the government shutdown and from
the uncertainty created by the debate on the debt ceiling, but Q4
growth is still expected to be stronger, at 2.3%, than Q3, which was
likely to have expanded by close to 1.2%. This improving growth
outlook will continue next year and into 2015, lowering the
unemployment rate to below 6.5% by Q1of 2015. Thus, the Fed is
expected to begin raising the fed funds rate in early 2015, which will
help boost the yield on the 10-year T-note close to 4% by end-2015.
He further added: "Prospects for growth in Europe continue to
improve, with Spain posting its first positive GDP growth in two years,
the UK economy strengthening and continental Europe pulled along by
the German juggernaut. The euro area recovery is expected to
continue, but at a moderate pace, and remain fragile. A more robust
upswing is being prevented by fiscal austerity, private sector
deleveraging, structural rigidities and tight credit conditions in the
peripheral economies. Yields on the 10-year German bunds will rise to
2.3% by end-2014."
He commented that the modest slowdown in growth in the US is not
expected to significantly affect the rest of the world. Our outlook for
the Euro area, the UK and Japan remain unchanged from last month
with real GDP growth in 2014 expected to be 1.0%, 2.2% and 1.5%
respectively. The yield on the 10-year gilts will be about 3.3% by end
of next year, while Japan's 10-year government bond yield will climb
to 1.1% as inflation picks up.
He also said: "China is expected to avoid a hard landing and grow by
7.8% next year. Credit conditions will be monitored carefully by the
authorities, but allowed to be sufficiently loose to support this slight
increase in growth. The tax increase in Japan is expected to be
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implemented on schedule in April, but will not cause a recession given
the monetary and fiscal expansion already underway."
Swiss Re
The Swiss Re Group is a leading wholesale provider of reinsurance, insurance and
other insurance-based forms of risk transfer. Dealing direct and working through
brokers, its global client base consists of insurance companies, mid-to-large-sized
corporations and public sector clients. From standard products to tailor-made
coverage across all lines of business, Swiss Re deploys its capital strength, expertise
and innovation power to enable the risk-taking upon which enterprise and progress in
society depend. Founded in Zurich, Switzerland, in 1863, Swiss Re serves clients
through a network of over 60 offices globally and is rated "AA-" by Standard & Poor's,
"A1" by Moody's and "A+" by A.M. Best. Registered shares in the Swiss Re Group
holding company, Swiss Re Ltd, are listed on the SIX Swiss Exchange and trade under
the symbol SREN. For more information about Swiss Re Group, please visit:
www.swissre.com or follow us on Twitter @SwissRe.
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