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Swiss Re at a glance
Swiss Re is a leading and highly diversified global reinsurer, founded in
Zurich (Switzerland) in 1863
The Group offers traditional reinsurance products and related services for property and
casualty, as well as for life and health businesses

Headquarters, Zurich

The Group also offers commercial insurance through Corporate Solutions and manages
closed books of life business via Admin Re®

Our financial strength1 is currently rated:
Standard & Poor’s: AA- (stable); Moody’s Aa3 (stable); A.M. Best: A+ (stable)

Armonk, New York

Swiss Re was named as the insurance sector leader in the 2014 Dow Jones
Sustainability Indices

Key statistics (USD billions)

The “Gherkin”, London
1

Total revenues
Net income
Shareholders’ equity

FY 2011

FY 2012

FY2013

FY2014

28.0
2.6
29.6

33.6
4.2
34.0

36.9
4.4
33.0

37.3
3.5
36.0

As at 23 March 2015
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Leadership through geographic and product
diversification
Net premiums earned1 2014 (USD 31.3bn)
by region (in USD bn)
12.2

… and by business segment:
11.3

7.8

Admin Re®
3%
Corporate
Solutions
11%
P&C Re
50%

Americas
39%

Europe

Asia

36%

25%

(incl. Middle East /Africa)

L&H Re
36%

Swiss Re benefits from geographic as well as business mix diversification and has the
ability to reallocate capital to achieve profitable growth
1

Includes fee income from policyholders
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Strong flow of internal and external dividends since the
introduction of Swiss Re's Business Unit structure in 2012
• Based on 2014 performance, the Board
of Directors will propose to the AGM
2015

Dividend flows and capital measures since
implementation of new BU structure in 2012
USD 10.7bn2
distribution to
shareholders

– A regular dividend1 of CHF 4.25 per share
– A special dividend1 of CHF 3.00 per share

• Future excess capital management
measures expected to be in form of
share buy-back
– Board will propose to the AGM 2015 a
public share buy-back programme up to
CHF 1.0bn for 12 months

Swiss Re Ltd
USD 5.3bn3 USD 2.7bn3

USD 1.2bn3

USD 1.8bn3

Reinsurance

Corporate
Solutions

Admin Re®

P&C

L&H

Swiss Re's capital management priorities
• Maximise financial flexibility and ensure superior capitalisation strength at all times
• Maintain the regular dividend, and grow it with long-term earnings
• Grow business where it meets our strategy and profitability requirements
1
2
3

Proposed dividends to be paid in the form of Swiss withholding tax exempt distributions from legal reserves from capital contributions; such reserves totalling
CHF 2.5bn as at 31 December 2014
Distribution to shareholders of approx USD 10.7bn includes AGM proposals of approx USD 2.7bn dividends and up to CHF 1.0bn for the public share buy-back
Dividend flows from January 2012 to December 2014
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Swiss Re is on track to meet 2011-2015 financial targets
ROE 700 bps above risk free
average over 5 years (20112015)

EPS growth 10% average
annual growth rate, adjusted
for special dividends1

ENW per share growth plus
dividends 10% avg. annual
growth rate over 5 years

in %

in USD2

in USD
135.6

13.0
13.4

11.9

13.7

10.2
9.2

89.7

7.7
6.6

8.5

87.8

10.5

9.6

7.8

8.2

7.3

8.6

2010 2011 2012 2013 2014

…

= reported ROE
= 700 bps above US Gov 5 years

avg.
20112015E

3

2010

2011

8.0

2012

144.5

123.1

8.4

2013

8.8

9.2

2014 2015E

= reported EPS
= EPS @10% avg. annual growth
(base: 2010), adjusted for special dividends1

98.7

105.2

131.3
119.4

108.5

2010 2011 2012 2013 2014 2015E
= reported ENWPS including
cumulative dividends in USD4
= ENWPS @ 10% avg. annual growth
(base: 2010)

Delivering the 2011-2015 financial targets remains Swiss Re's top priority
1
2
3
4

Target EPS growth rate has been adjusted from 10% to 5% for 2014 to account for the proposed CHF 4.15 per share special dividend (approx USD 1.6bn) expected to be distributed
in April 2014. Methodology is in line with the approach taken for the special dividend of CHF 4.00 per share paid in April 2013.
Assumes constant foreign exchange rate
Excl. CPCI
Cumulative dividends included in ENW per share were translated from CHF to USD using the fx rate of the dividend payment date; dividends included for 2011: USD 3.1 (CHF 2.75),
2012: USD 6.4 (CHF 3.00, or USD 3.30, in addition to the 2011 dividend), 2013: USD 14.5 (CHF 7.50, or USD 8.05, in addition to the 2011 and 2012 dividends), 2014: USD
23.5 (CHF 8.00, or USD 9.03, in addition to the 2011, 2012 and 2013 dividends)
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Diverging global monetary policies increasing market
uncertainties
•
Global growth

•
•

US expansion is robust and supported by consumer spending, business
investment and housing construction
Low oil prices and a weak euro will boost Euro area growth
Growth in oil-importing emerging markets will likely improve

Major central
banks interest
rates

•
•
•

Tightening by the US Fed and BoE is expected mid to late this year
First Fed hike in June? US fed funds rate at 1.25% by end-2015?
ECB and BoJ policy rates on hold through end-2016; QE to continue

•
•
•

US and UK government bond yields expected to increase with solid
growth and in anticipation of central bank rate hikes
European yields should remain relatively low
Yield on US 10-yr government bond is expected to be 3.0% by end-2015

•
•
•

Europe risks (deflation, Grexit, Ukraine/Russia)
China hard-landing would reduce global growth, weaken commodity
Monetary tightening will increase emerging market volatility

Government
bond yields in
US and Europe

Risks

For insurers, investment returns are expected to recover with a lag due to the turnover
of current higher-yielding fixed income securities into lower yielding assets
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Policy actions causing financial repression carry a number
of unintended consequences
Swiss Re's financial repression index

Source: Swiss Re

The unintended consequences
•

Asset price bubbles

•

Changes in asset
allocation strategies

•

Increase in economic
inequality

•

Risk to central bank
independence

•

Managing the exit
from extraordinary
policies

Swiss Re is actively engaged in the debate on financial repression and has developed
an index to measure the costs to savers and long-term investors
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Swiss Re has achieved a steady investment performance
through active asset re-balancing
6%

6.3
5.5

5%

5.1
4.7

5.0

5.3
4.7

4.4

4%

4.0
3.6

3.5

3%

3.7

2%
1.8
1%

10-year avg US Treasury risk-free rates

ROI 1

• Asset re-balancing helped mitigate the effect of the lower interest rate environment
on the return on investments in recent years
• Continued low yields will put pressure on the investment result going forward
1

Historical ROIs as published; 2011 and later based on new calculation method, as initially disclosed at Investors' Day 2012
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Key drivers of P&C reinsurance pricing are mostly adding
downward pressure
Pricing drivers

Impact

Comments

Low interest rates

Improve P&C underwriting discipline

Regulatory changes

Greater recognition of risk mitigating tools under riskbased and economic solvency frameworks

Natural catastrophes

No globally significant nat cats have occurred in 2014

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
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Swiss Re has a different business model from alternative
capital providers

1. Main income driver

Collateralised
reinsurers

Hedge fund
reinsurers

Swiss Re

Underwriting

Investing

Underwriting

US Nat Cat concentrated

Low severity only

Diversified

2. Risk pool
3. Service level & client relationships
4. Underwriting expertise
5. Creditworthiness
6. Admin expenses
7. Long-term reliability
Strong

Weak

Swiss Re's competitive position remains strong
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Swiss Re has demonstrated a strong and stable
underwriting track record in P&C underwriting
130%

5%

120%
114.1

110%
100%
90%

4%
101.1

104.0
98.4

98.3

98.4

98.2
97.9

90.4

90.2

97.3
93.7

80%

93.9
97.4

104.7

95.4

92.8

91.2

96.8

3%
2%

83.1

85.3

85.4
1%

70%
60%

0%

5-year avg US Treasury risk-free rates (RHS)

Group combined ratio (LHS)

1

Group combined ratio, 5y moving avg (LHS)

Active capital allocation and disciplined underwriting are key success factors of
Swiss Re's industry leadership
1

Historical combined ratios as published; 2009 and later based on new org. structure and calculation method, as initially disclosed at Investors' Day 2012
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Massive gap between total and insured losses illustrates
market potential in P&C re/insurance
Natural catastrophe losses 1980-2014, in USD billion (2014 prices)

450
400

Uninsured losses

350
300

Insured losses

250

Ocean Drive, FL, 1926

200
150
100
50
0
1980

1985

1990

1995

2000

2005

2010

Ocean Drive, FL, 2000

Note: Insured losses: property and business interruption, excluding liability and life insurance losses
Source: Swiss Re Economic Research & Consulting, sigma catastrophe database
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Seven years after the financial crisis, the global regulatory
agenda remains challenging for international re/insurers
• G20 agenda driving new rules and regulations
− FSB list of global systemically important insurers (G-SIIs)

G20

− FSB/IAIS guidance on insurance resolution

• Momentum grows for economic, risk-based solvency

FSB
IMF

Thematic
analysis

− EU/Africa: Solvency II on track, South Africa
− Americas: Chile, Mexico, Brazil
− Asia: China, Hong Kong, Singapore, Malaysia, Japan,
Australia, Korea
• ORSA developing towards a global standard
• Growing focus on Compliance and Conduct issues

BCBS
IAIS
IOSCO

International
standards

National
regulators

National
legislation

Implementation
challenges

− IAIS to introduce ComFrame, including a global insurance
capital standard (ICS)

High-level
political
agreement

Swiss Re is actively engaged in the regulatory debate to support reforms that generate
supervisory convergence and recognise risk diversification
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Solvency reforms represent challenges but also
opportunities for global re/insurers
Examples

Challenges and concerns

Opportunities and benefits

G-SII

•

•

•

Excessive requirements
based on banking
Inconsistent application
in different countries
Inappropriate risk sensitivity

IAIS
ComFrame

•
•
•

Duplication of requirements
Fragmented implementation
Pre-stage of SIFI measures

•
•
•

Improved supervisory cooperation
Foster regulatory convergence
Increased recognition of regimes

Solvency II

•
•
•
•

Volatility of the results
Governance pressure
Fragmented implementation
Limits of the standard formula

•
•
•

Economic-based regime
Incentives to ERM
Group perspective

NAIC SMI

•
•
•

Minimum harmonisation
Excessive requirements
Limited achievements

•
•
•

Principles-based approach
Promote ERM
Reinsurance collateral reform

•

•

Strengthened group structure and risk
governance
First steps to a global insurance capital
standard
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Swiss Re has been operating under a comprehensive
economic and risk based solvency regime since 2008
Very strong Group capitalisation under the Swiss Solvency Test1 (SST)
•
•
•

SST as a precursor to economic and risk based solvency regimes
Internal models required for groups and reinsurers
First fine tuning of SST in 2015/16

USD bn; %
70

SST risk-bearing
capital

SST target capital

SST ratio
300%

269%
245%

60

208%

50

241%

249%
250%

213%

200%

40
150%
30
100%

20

50%

10
0

1

40.5 15.0

38.5 18.5

40.7 19.1

48.7 19.8

52.2 21.6

55.4 22.3

SST 1/2010

1/2011

1/2012

1/2013

1/2014

2/2014

0%

SST is a legally binding solvency measure. SST risk-bearing capital is based on the preceding year-end capital position (minus projected dividends). SST target capital
reflects a 12-month forward looking view
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Trends in Big Data and Smart Analytics are transforming
the insurance industry

Explosion of data
volume

Rapid change in
consumer behaviour

Significant
improvements of
sensing and
analytical capabilities

Proliferation of digital
platforms/market
places

Substantial increase in
computational power

Emergence of agile
digital native primary
attackers
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Cyber risk represents an opportunity, but sound underwriting
is a pre-requisite to develop adequate solutions
 Cyber insurance products is evolving
− Increased publicity around breaches, which reinforces the
potential economic impact of a cyber attack
− High profile court rulings
− Regulatory shifts in the US and in the EU (Data protection)
− Changes in policy language
− Government initiatives (e.g. UK and US)

Case Study – Target
December 2013, security breach at
Target exposed approximately 45
million credit card numbers and
personal details of 110 million
customers, leading to an estimated
cost of USD 250 million, offset
partially by USD 90 million in
insurance coverage.

 On-going challenges to an insurance market for cyber risk
− Continually shifting threats
− Sparse loss data
− Information asymmetry
− Complexity, interconnectivity and risk accumulation

Common classification/codification of cyber risks and understanding of risk exposure
accumulation are pre-requisites to sound risk management and underwriting
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Swiss Re initiatives to respond to cyber risk challenges
and big data opportunities
Cyber risk

Big data &
smart
analytics

•

Engage with industry bodies to align wider industry
positions and develop best practices

•

Collaborate with IT services companies and academic
institutions on threat scenarios and modelling

•

Monitor existing policies for incremental cyber
exposure in light of new threat scenarios

•

Partner with clients

•

Products distribution and innovation

•

Increase risk assessment accuracy and efficiency of
underwriting and business management

•

Improve productivity

•

Develop capabilities and partnerships
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Conclusion
• Swiss Re benefits from geographic and business mix diversification. We reported
another strong set of results in 2014
• Swiss Re is well positioned to face the challenges and opportunities in the
re/insurance sector
• Financial repression penalises savers and long-term investors. Swiss Re has
demonstrated steady investment performance through active asset re-balancing
• Differentiation and underwriting outperformance is of critical importance in current
P&C environment. Swiss Re has outperformed in the past, and will continue to do so
• Solvency and conduct issues are increasingly demanding. Swiss Re supports
economic based solvency regimes and demonstrates strong capitalisation under SST
• Swiss Re has developed internal capabilities and leads external initiatives to
strengthen risk assessment and respond to big data and cyber risk challenges
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Q&A
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Corporate calendar & contacts
Corporate calendar
2015
21 April
30 April
30 July
29 October
8 December

151st Annual General Meeting
First Quarter 2015 Results
Second Quarter 2015 Results
Third Quarter 2015 Results
Investors' Day

Zurich
Conference call
Conference call
Conference call
Zurich

Investor Relations contacts
Hotline
+41 43 285 4444

E-mail
Investor_Relations@swissre.com

Philippe Brahin
+41 43 285 7212

Ross Walker
+41 43 285 2243

Simone Lieberherr
+41 43 285 4190

Simone Fessler
+41 43 285 7299

Chris Menth
+41 43 285 3878
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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,
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 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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