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Investors' Day 2013
Group CEO's highlights


Swiss Re Group strategy is unchanged
– Focus on execution, keeping the pressure on
– High growth markets contribution is growing
– Productivity emphasis to control expenses



L&H Reinsurance is "back in the game"
– In-depth review, incl. pre-2004 US business
– Concrete actions to improve L&H profitability
– ROE expected to increase to 10-12% by 2015



Capital and asset management stepped up
– Improving ROE and EPS through deleveraging
– Rebalancing assets faster to mid-term plan
– Growing regular dividends and our business
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Michel M. Liès
Group CEO

High growth markets

Productivity emphasis

Outlook and Q&A
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Swiss Re's Group strategy

Unchanged, focus on execution

Current
position

Outperform our peers
 Reinsurance
 Asset Management
 Admin Re®
Smart expansion
 Corporate Solutions
 Longevity & Health
 High Growth Markets
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Strategic goal:
The leading
player in the
wholesale
re/insurance
industry
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Business Unit strategies
Unchanged

Swiss Re Group

Corporate
Solutions

Reinsurance

P&C

L&H

Strategic goal


To be the world's
leading reinsurer

Current position


Admin Re®

The foundation of our
strengths

Strategic goal


To be a focused, lean,
global player in large
commercial business

Current position


A key opportunity for
growth
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Strategic goal
 To be a recognised

force in the closed
life book market
Current position


Providing cash
dividends
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Investor perceptions

Feedback on Swiss Re's strategy and "equity story"



?
Frequency mentioned
more

less
Swiss Re investor perception survey, May 2013; in-depth anonymised interviews with a sample of investors and analysts, conducted by Brunswick Group LLP.
Unprompted "top of mind" items when asking about Swiss Re's strengths and weaknesses. Only items that were independently mentioned several times listed.
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"L&H Reinsurance performance"

An attractive business that plays to our strengths


The vast majority of our L&H Re
business performs at or above our
profitability requirements



We have an underperforming
pre-2004 US book of business which
is being addressed by management…



…and further reduced in relative size
by writing profitable new business



Additional management actions which
cover the entire portfolio are underway



Less exposed to guarantees and
interest rate risks than primary
players: we are focused on biometric
risks and a widening "protection gap"

Slide title refers to Swiss Re investor perception survey, see slide 6.
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"Admin Re®"

Strategy focused on three key drivers
Key strategic drivers
Selective
Growth
Value
Extraction
Operational
Excellence








Pursue selective growth strategy to
build and enhance Admin Re® franchise
Third party capital remains a focal point
Consistent management of portfolio of
assets and blocks of businesses
Sale of Admin Re® US business in 2012
Scalable operating platform
Consistent, reliable customer service

Gross Cash Generation




USD 1.2bn of dividends
upstreamed to Group in
the course of 2012
Additional gross cash
generation of USD 1.21.3bn targeted for
2013-2016E

Additional achievements




Operational improvements
to platform and cost position
Group dependence reduced,
arms-length agreements
Risk, compliance, capital
management capabilities
remain at Group standards

Slide title refers to Swiss Re investor perception survey, see slide 6.
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"Asset management too risk adverse"

Accelerated rebalancing towards our mid-term plan


We accelerated the rebalancing
of our assets in the first half of 2013



We plan to have moved the asset
allocation towards the upper range of
our mid-term plan by end of the year



Asset allocation should move closer
towards peers' levels, while remaining
balanced overall and as a result…



… we expect a higher running income
and potential for capital appreciation



Target capital structure to move closer
to peers' levels, too: Group leverage to
reduce by more than USD 4bn by 2016

Slide title refers to Swiss Re investor perception survey, see slide 6.
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High growth markets (HGMs)

Premium growth with strong compounding effect
Market premium (real) growth 2000-2013E
Cumulative

CAGR

Emerging Asia

14%

MENA and Turkey

9%

Latin America

Mature markets

55%

3%

High growth markets
World

124%

6%

Sub-Saharan Africa

213%

Emerging Asia has so
far sustained the
highest growth rates

173%

8%

CEE

468%

10%
2%
1%

233%
34%

High growth markets
expected to continue
to grow faster than
mature markets

21%

Source: Swiss Re Economic Research and Consulting
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Swiss Re is broadly diversified

HGM contribution growing in all geographies
Swiss Re Group net premiums earned1 2012 (USD 25.4bn)
by region (in USD bn)
9.6

10.7
5.2

Americas

EMEA

Asia

38%

42%

20%

HGMs: ~3%

~3%

~9% ≈ 15%

of which



Well on track towards target of 20-25% of premiums from HGMs by 2015



Further business exposure in HGMs expected through direct investments

1

Includes fee income from policyholders
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Swiss Re's focus high growth markets

Five markets jointly targeted across Swiss Re Group

Turkey

Mexico

UAE

Colombia

China South Korea
India Hong Kong
Singapore

Indonesia

Brazil
South Africa

Chile

Reinsurance and Corporate Solutions
Corporate Solutions
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Actions for profitable growth in the HGMs
Dedicated strategies across all lines of business
HGM initiatives


Reinsurance: organic growth, partnerships e.g. with local market reinsurers



Corporate Solutions: organic growth, new offices, acquisitions



Lines of business with particular HGM angle:





1

–

Nat Cat

–

Agro

–

Infrastructure

–

Health and medical

–

Solvency relief

Direct investments, e.g.
into HGM (re)insurers
Stronger diversity
of employee base

2015E

HGMs 20-25%
of Swiss Re
Group
premiums1

2012

HGMs 15%
of Swiss Re
Group
premiums1,
~11% of profits2

Gross earned premiums for the Swiss Re Group across all business units
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2020E
(re)insurance
market
opportunity:
Estimated premium
pool of USD >100bn
in reinsurance and
USD ~2,000bn in
primary insurance

Pre-tax profits after cost of capital
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Productivity emphasis

Improve efficiency, redeploy for higher returns


Swiss Re's Group management expense
ratio1 "breathes" with cycle management



Management expenses are used for creating
leading skills in areas core to our strategy,
leading to superior results e.g. underwriting
Goal is not to "cut costs", rather to control
management expenses at lower levels in a
sustainable way, supporting financial targets



Management expense ratio (Swiss Re Group)
11%
10%
9%
8%

1

Core productivity


USD 250-300m cash savings by
2015E vs 2012



All functions across Swiss Re have
savings targets



Additional cross-functional levers:
sourcing, shared services, etc.

Reinvestment


Main focus on redeploying savings
to higher return opportunities

Controls, Culture


Group tracks cost targets and audits



Enforcing right mindset: Group CEO
cold calls to cost centre owners

Definition: "Other expenses" divided by sum of "Net Premiums earned " and "Net investment income - non-participating"
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Group financial targets 2011-15

Delivering on the targets remains our top priority
ROE 700 bps above risk free
average over 5 years
(2011-2015)

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

in %

in USD2

16.6

in USD2

13.4

10.1
7.7

6.6
8.5

7.8

144.5

11.9

9.6

9.2

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

7.3

7.8

8.0

98.7
89.7

87.8

2010

2011

108.5
105.3

4.0
2.1
2010

3

2011

2012

Q1
2013

= reported ROE

…

avg.
20112015E

2010

2
3
4

2011

2012

Q1
2013

…

2015E

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

= 700 bps above US
Gov 5 years

1

3

2012

…

2015E

= reported ENWPS including
cumulative dividends in USD4
= ENWPS @ 10% avg. annual
growth (base: 2010)

EPS CAGR of 10% has been adjusted to 5% for 2013 to account for the distribution of excess capital through the special dividend of USD 1.5bn in April 2013.
Special dividend assumed to be fully reinvested and thus comparable to excess capital re-deployment via share buyback at a share price of approx. CHF 70
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 (additional CHF 3.00 or USD 3.3 on top of the 2011 dividend)
1
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Looking beyond 2015
Longer-term strategic themes (selection)
Risk pool for nat cat

Swiss Re Group
strategy and
financial targets
2011-15

Management priorities (selection)

Capital

grows fast, attracting
increasing amounts of
alternative capital

structure and
management

Strong growth in high
growth markets fuel

Profitability

demand in all lines of
(re)insurance business

'Big Data' and smart
analytics impact
insurance underwriting,
pricing and marketing

New distribution
channels in insurance

offer substantial new
opportunities
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requirements
and targets

Productivity
management

Talent
management
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Swiss Re Group
strategy and
financial targets
2016-20

Priorities for the Group CEO
Perform and grow



Strategy unchanged, focus on execution, keeping the pressure on
Continued emphasis on high growth markets for all business lines
Productivity emphasis to control mgmt. expenses at lower levels1



L&H Reinsurance: ROEs expected to improve to 10-12% by 20151



Admin Re®: continue to evaluate deals based on Group profitability
requirements; strengthen operational efficiency; third-party capital



Continue active capital management in line with dividend policy,
USD >4bn deleveraging planned by 2016, improving EPS and ROE1
Asset rebalancing towards mid-term plan for credit and equity
accelerated in 2013, utilising approx. USD 3bn of economic capital1



Group strategy

Address low
returns in L&H

Capital and asset
management

Outperform our
peers in P&C







P&C Reinsurance: successful renewals at adequate rate levels
expected to continue, expect net premium growth from expiry of QS



Corporate Solutions: on track to achieve profitable growth targets

1

Added/updated priorities in bold
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Q&A

Corporate calendar & contacts
Corporate calendar
08 August 2013
09 September 2013
07 November 2013
20 February 2014

Second Quarter 2013 results
Investors and Media meeting
Third Quarter 2013 results
Annual Results

Conference call
Monte Carlo
Conference call
Conference call

Investor Relations contacts
Hotline
+41 43 285 4444

E-mail
Investor_Relations@swissre.com

Eric Schuh
+41 43 285 4708

Ross Walker
+41 43 285 2243

Lorenz Fichter
+41 43 285 7129

Simone Fessler
+41 43 285 7299
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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:
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.


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 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;
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Life & Health Reinsurance
Christian Mumenthaler, CEO Reinsurance
Alison Martin, Head of Life & Health Business Management
Investors' Day, Zurich, 24 June 2013

Key messages
1. L&H Reinsurance is strategically attractive for Swiss Re
2. Outcome of a recently conducted in depth review of the L&H business:
– Vast majority of the business has been performing at or above our profitability
requirements
– Fixing the problematic pre-2004 US business is expected to have a negative
US GAAP impact of approx. USD 500m in 2014

3. Management actions to significantly improve the performance of the
L&H Reinsurance business are underway



We expect L&H Reinsurance to generate ROEs of 10-12% by 2015

Investors' Day | Life & Health Reinsurance | Zurich, 24 June 2013

2

Agenda
Life & Health as an integral part of Swiss Re's
business model

Christian Mumenthaler

In depth review of Swiss Re's Life & Health
In-force business

Alison Martin

Management actions to improve Life & Health
Reinsurance business performance

Christian Mumenthaler

CEO Reinsurance

Head of Life & Health Business
Management

CEO Reinsurance

Summary and Q&A
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There is a strong strategic case for
L&H reinsurance


Large amounts of historical data are a key advantage when pricing new
business



R&D enables better risk selection



Largest clients have both P&C and L&H needs



High entry barriers



Diversification benefit with P&C Re
– P&C Re would be allocated approx. USD 2bn more capital without the
diversification benefit of L&H Re according to SST calculations



Growth of underlying demand in high growth markets, in ageing societies
and due to the withdrawal of the welfare state in developed markets
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The fundamental challenges of
L&H reinsurance business
General challenges


Very long tail business where
coverage periods can be in excess of
50 years



Wide difference in regulation creates
uneven playing fields, particularly
between the US and Europe



US GAAP accounting rules do not
require updating of locked-in reserve
assumptions for long-term insurance
business in most cases, yet do allow
for short term earnings volatility driven
by financial markets

Investors' Day | Life & Health Reinsurance | Zurich, 24 June 2013

Current situation


Low yield environment increases
pressure on reinvestment rate and
investment income



Pre-2004 US business has been
identified by several reinsurers as
causing a drag on profits; Swiss Re
had a leading market share in those
years

5

The L&H market suffers from lower
yields
Development of risk-free interest rates 1

3.0%

Interest rates have continued to fall
since year-end 2011 (data point for
April 2012 Investors' Day), the average

2.5%

– 5-year US treasury yield fell below 1%

2.0%

– 10-year US treasury yield fell below 2%



3.5%

1.5%



1.0%
0.5%
0.0%
2009 2010 2011

Q1

Q2

Q3
2012

Q4

Q1

Q22

2013

5 yr US treasury yield

Lower yields and realised gains
reduced L&H Reinsurance investment
income in 2012
– Negative impact from lower yields was
USD 138m compared to the prior year
levels; translates into an ROE "headwind"
of almost -2% pts3 for L&H Re in 2012

10 yr US treasury yield
1

Average of period

2 As

at 18 June 2013

3 Post-tax

impact, common shareholders' equity as at 31 March 2013
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Pre-2004 US business is depressing
the underlying ROE

Our pre-2004 Post Level Term (PLT) US business has produced poor
GAAP results recently



– Negative pre-tax earnings impact of USD 112m1 in 2012

In March 2013 we recaptured from Berkshire Hathaway part of the
Yearly Renewable Term (YRT) business that had been ceded in 2010



– Swiss Re received a cash payment of USD 610m

The recapture will have a negative impact on income in the short term




1

L&H Re ROE drag of 1.5% from pre-2004 PLT US business in 2012

Based on comprehensive impact analysis as part of the in depth L&H review, including underwriting income, investment income and expenses
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We have taken action to improve our
performance
1. Completed an in-depth review of all our material L&H business
– Global scope down to most granular portfolio level
– 9 years retrospective and +50 years prospective analysis
– Portfolios with performance issues under particular scrutiny
2. Extracted USD 2.7bn of capital via cash dividends to Group since
Q1 2012
3. Started with asset rebalancing towards L&H Re's mid-term plan
4. Established a dedicated L&H Business Management Division to deal with
the In-force portfolio

Investors' Day | Life & Health Reinsurance | Zurich, 24 June 2013
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New Division established to focus on
improving the value of our In-force book
Dedicated In-force Division

CEO Reinsurance
(Christian Mumenthaler)



The new Division will be operational on
1 July 2013



It will control the full value chain after
the business is bound, including
– Technical Accounting

…

– Claims
– Valuation/Reserving
Life & Health
Products
(Thierry Léger)

Life & Health
Business
Management
(Alison Martin)

– Asset Liability Management


Alison Martin will lead the new Division



Thierry Léger, former Head of Global
Clients Division, will be the new Head of
Life & Health Products
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Agenda
Life & Health as an integral part of Swiss Re's
business model

Christian Mumenthaler

In depth review of Swiss Re's Life & Health
In-force business

Alison Martin

Management actions to improve Life & Health
Reinsurance business performance

Christian Mumenthaler

CEO Reinsurance

Head of Life & Health Business
Management

CEO Reinsurance

Summary and Q&A
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A thorough review of all material
portfolios has been conducted
Scope of review


Global in depth assessment of In-force book covering US GAAP, EVM
and statutory valuations and all material drivers of earnings and sources
of volatility



Approximately 80% of the present value of claims and all material life
and health portfolios



9 years retrospective and +50 years prospective analysis



Report and recommendations presented to the Board of Directors
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L&H US GAAP divisional operating income
Consistently strong, except for US individual life
L&H US GAAP divisional operating income before
interest expense and tax1
USD m



Excluding the pre-2004 US Individual Life
business, L&H consistently delivers strong
GAAP profits



Europe has made a large stable contribution
to US GAAP earnings, averaging USD 690m
over the last seven years



Americas, excluding US Individual Life, has
consistently contributed positive results



Asia's contribution has been smaller but
positive and growing



US Individual Life has generated operating
losses since 2007 due to the pre-2004
business

1.500
1,284

1,201
1,075

1.000

1,091

1,018
806
770

500

0

-500

2006

2007

2008

2009

2011

2012

US Individual Life

Asia
Europe

2010

2

L&H total

Americas (excl. US Individ. Life)

Pre-tax excluding Admin Re®, realised gains (except those that belong to policyholders), VA, pre-2000 GMDB and B36. Also excludes interest expense
and certain other items that are not allocated to the divisions
2 Canada, Latin America, Other US
1
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L&H Economic operating income

Significant EVM profits over the last seven years

L&H EVM profit (USD m)1
1,500



L&H has been a key contributor to
EVM profits. The cumulative EVM
underwriting profit1 (previous and
new business) from 2006-2012 was
USD 5.4bn



EVM new business profit1 since 2006
is USD 3.2bn

EVM New Business

1,000
500
0
-500
-1,000
2006
Asia

1,500

2007

2008

2009

2010

2011
2

Europe

Americas (excl. US Individual Life)

2012

US Individual Life

– Americas and Europe have been the
main drivers of new business profits;
Asia has increased in recent years

EVM Previous Business

1,000
500



0
-500
-1,000
2006

2007

2008

2009

US Individual Life
1

2010

2011

2012

Rest of world

Excludes certain items such as Variable Annuity and Admin Re®

2

Cumulative EVM profit1 from previous
business 2006-2012: USD 2.2bn
– Losses on previous business in the US
are largely due to recognition of underpricing in the 1999-2003 pricing era

Canada, Latin America, Other US
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L&H reserve margins

Significant margins above those shown on the US
GAAP balance sheet
Reserves 2012-2061 (year end) – In-force book
USD bn



Significant margins exist in our
In-force book, notwithstanding
challenges of pre-2004 US
business



Margins1 expected to emerge as
business runs off; volumes of new
business written will alter profit
emergence pattern

18
16
14
12
10
8
6
4
2
0
-2

2012

2020

2030

Reserves: EVM
1

2040

2050

2060

Reserves: US GAAP

Margins are for business already written as at 2012; does not include new business that will be written post this date
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US Individual Life business

Two major problem areas: PLT and YRT
Individual Life business

Post Level
Term (PLT)

Yearly
Renewable
Term (YRT)



Underlying 10, 15, 20 and 30 year level term products
("T-10", "T-15", …), reinsured via coinsurance between 1999
and 2003



Underlying permanent and term life products, reinsured via
YRT pre-2004

Investors' Day | Life & Health Reinsurance | Zurich, 24 June 2013

15

US Individual Life business

Issues caused by industry wide market
practices in the 1990s/early 2000s
Cession Rates US Life Individual business


70%

5

– Led to the availability of cheaper
products, and thereby anti-selective
lapse

4

60%

3

50%

2

40%

Introduction of preferred risk underwriting



1

30%

High cession rates
– Led to poor alignment of interests and
significant underwriting exceptions

20%
10%



0%

95

97

99

01

03

05

07

09

– In the late 1990s and early 2000s,
partly due to changes facilitating
stranger owned life insurance (STOLI)

11

Cession Rates US Life Individual business
1


Introduction of preferred non smoker

2


NAIC viatical settlements act

3


Super preferred

4


Start of aggressive sales to the over 65s

5


Preferred Industry study available
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Aggressive sales to the over 65s



Industry pricing based on out of date
mortality tables and risk classifications
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US Individual Life business

We grew through acquisitions in the late 1990s
and early 2000s
Cession rates and Swiss Re market share
"problem years"

70%
60%



During the late 1990s / early 2000s we
acquired M&G Re, Life Re and Lincoln Re



This led to a significant increase in new
business market share, to an equivalent peak of
approximately 30%



When adverse experience emerged by 2003 we
led the market in repricing new business and
enhancing underwriting standards



This led to a significant fall in Swiss Re's market
share as other reinsurers absorbed this
business

50%
40%
30%
20%
10%
0%

95

97

99

01

03

05

07

09

11

Market share New Business
M&G

Life Re

Lincoln Re

Swiss Re

Cession Rates US Individual Life business
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PLT

Experience has been worse than our pre-2003
locked in PLT assumptions...
Example 10 year PLT policy
10 Year Level Term period
(Premiums fixed)

The PLT period is the time after the
fixed 10, 15, 20 or 30-year level
premium paying period ends and
premiums increase



These increased premiums were set
at high multiples with high lapses
assumed



Elevated mortality was expected on
any remaining policies, however
actual experience has been worse
than expected

PLT period
(Premiums increase)

Premiums
10,000

Premium
increase

7,500



(~10x)

5,000

2,500

0
1

2

3

4

5

6

7

8

9

Policy Year

10 11 12 13 14 15
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PLT

…which has caused a drag on earnings
since 2010
US GAAP pre tax net income impact from
pre-2004 US business 1


As the T-10 policies crossed into the PLT period
from 2009 to 2013, the negative deviation
between locked-in reserve assumptions and
actual experience emerged



The negative US GAAP effect on net income of
the PLT block as a whole was USD 112m in
2012; from 2003 we updated our assumptions
and assumed no profits in the PLT period



We expect the negative impact from T-10
business to reduce significantly going forward
due to the changes made to our pricing and
reserve assumptions from 2003



With management actions we expect to reduce
the drag on US GAAP earnings from T-15 to T-30
pre-2004 PLT business in future years

USD m

-25

-91
-112

2010

1

2011

2012

Based on comprehensive impact analysis as part of the in depth L&H review, includes underwriting income, investment income and expenses
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YRT

Pre-2004 YRT treaties are underperforming relative
to original pricing due to persistent elevated mortality
Pre-2004 US YRT proportion of overall
underperformance (2010-20121)


Following the repricing in the years from
2003 to 2008 we recognised
approximately USD 1.2bn of negative
variance in our economic reporting relating
to pre-2004 YRT business



In January 2010 we announced this
business was being 100% retroceded to
Berkshire Hathaway, subject to a Stop Loss
limit of USD 1.5bn and a net asset transfer
of USD 0.6bn



This segment of our US YRT business has
suffered from significantly elevated claims
since we entered into the retrocession



Poor experience has been driven primarily
by a small number of cedants with high
proportions of over 70s issue-age business

Issue age

Pricing era

Actual vs. Expected
(Measured by pre tax
US GAAP income)

1

0-69

70+

Pre 1995

-11%

-3%

1995-1998

-4%

-10%

1999-2003

-3%

-69%

Accepted basis before retrocession to Berkshire Hathaway
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YRT

We will recognise an additional economic
negative from the pre-2004 YRT during 2013


As a result of poor experience it became increasingly probable that the Stop Loss
would trigger in the future with a corresponding negative economic impact



In March 2013 we agreed with Berkshire Hathaway to recapture a portion of the
portfolio for a payment of USD 0.6bn, to ensure flexibility in dealing with the
underlying issues on those treaties



Since inception, the retrocession has provided approximately USD 0.8bn of loss
protection, including the recapture payment we received



Our global review included this portfolio. Detailed analysis indicates further
adverse experience to emerge and we expect to record an EVM charge of approx.
USD 0.65bn during 2013



US GAAP earnings are expected to be reduced by approx. USD 500m in 2014 as
we work on resolving the underlying poor performing treaties
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US Individual Life business

We made substantial improvements to our
pricing and risk management frameworks

Pricing
 Extensive repricing from 2002-2004 to adjust for
higher mortality and lapse rates; 97% of open
treaties repriced with average increases of 15%

Data quality
 Significant increase in processing of policy level
data has been achieved from <20% in 2002 to
>70% in 2008

Treaty terms

Claims practices



80% of treaty provisions modified, of which 25%
were extensively overhauled

Underwriting


Increased frequency and granularity of underwriting audits and reduced % of disagreements
from a peak of 15% in 2005 to less than 2% today
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More rigorous review of cedent underwriting in
adjudicating early large claims

Controls


Control framework improved, with systematic Inforce reviews, a closely monitored limit framework
and strict new business approval process

22

Summary of review

Most portfolios are performing in line with or above
expectations

Actual Premium Margin

Overview Life business: Achieved US GAAP
margin vs. pricing (business lines)1


The majority of our life and health
portfolios generate substantial US
GAAP margins



They largely meet expectations or are
outperforming compared to the key
demographic and biometric pricing
assumptions and our financial targets



Experience has been worse than
expected at pricing for pre-2004 US
Individual Life Business

US Individual Life Post 2004

0
US Individual Life Pre 2004

Priced Premium Margin
Size of bubbles = Average annual premiums 2


1
2

Pre-2004 US business is masking substantial underlying US GAAP profitability

Chart represents approx. 90% of the total Life business measured by premiums
Premium average calculated over 4-14 years, depending on business line
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Agenda
Life & Health as an integral part of Swiss Re's
business model

Christian Mumenthaler

In depth review of Swiss Re's Life & Health
In-force business

Alison Martin

Management actions to improve Life & Health
Reinsurance business performance

Christian Mumenthaler

CEO Reinsurance

Head of Life & Health Business
Management

CEO Reinsurance

Summary and Q&A
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Management actions to improve the
L&H Re ROE
Management actions
Liability
management



Actively manage pre-2004 US PLT policies



Actively manage recaptured pre-2004 YRT

Capital
management



Extract excess capital



Deleverage the balance sheet

Asset management



Accelerate shift of the asset allocation towards L&H
Re's revised mid-term plan

New business



Grow profitable business, e.g. transactions and health

(pre-2004 US book)
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Liability management: PLT

Sufficient policy level data to actively manage book
Persistency and mortality multiple by
premium jump
Persistency

Mortality multiple

80%

1,400%

70%

1,200%

60%



We have collected a significant amount of data
on policyholder behaviour in the PLT period since
2007



We measure both lapse behaviour driven by the
magnitude of PLT premium increases, and also
the mortality impact of higher lapse levels



Both lapse behaviour and resulting mortality are
necessary to determine the optimal change in
premium rate after the level term period

1,000%

50%

800%

40%

600%

30%
20%

400%

10%

200%

0%

0%
1-2

2-3 3-4

4-5

5-6

6-7 7-8

>8

Premium increase factor
Persistency 1
1
2

Mortality multiple2

Persistency is the % of people who pay the first PLT premium (in year 11)
Mortality multiple is the ratio of mortality results in the PLT period compared to the level premium period (years 11 and 12 cf years 1-10)
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Liability management: PLT

Working with clients on10+ year contracts
Implementation status with T-10
treaties crossing over in 2013-2014
In % of volume crossing
into PLT period

13%



We established a dedicated team in 2011 to
work with clients on improving the value of PLT
business



We focused on our 20 biggest PLT clients. This
covers almost 90% of the overall sum at risk
transitioning into PLT in 2013-2014



PLT management actions led to:

28%

47%

11%

Changes implemented

In discussion

In pilot phase

Not yet discussed



–

Persistency improvement from 19% to 60%

–

Mortality improvements by 65% all other
things being equal (age/gender/risk class)

We plan to extend this approach to PLT
contracts of all durations (T-15, T-20,…)
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Liability management: YRT

Recapture of pre-2004 US YRT business



There is a small number of strongly underperforming treaties



We have a range of options to deal with these



We will discuss all options with the clients, but expect recapture to be
the preferred option in most cases



Discussions are taking place this year, with resolutions expected mostly
in 2014



The impact of these actions is expected to reduce US GAAP earnings by
approx. USD 500m in 2014



Liability management actions on both PLT and YRT are expected to improve L&H
Re's ROE by approx. 1% points by 2015
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Capital management

Excess capital released, capital efficiency target achieved
L&H Re common shareholders' equity


Capital management actions to
release excess capital were taken
in 2012 and 2013



USD 1.7bn extracted in 2012 via
cash dividends to Group, plus an
additional USD 1bn in Q1 2013



After capital management actions
in 2013, we arrived at an optimal
capitalisation level for L&H Re



Further actions will focus on
improving liquidity efficiency and
capital fungibility

L&H Re
Common shareholders‘ equity, USDm
31 Dec 2011

Net income to common shareholders
Dividends

961
-2,733

Other (incl. Fx, acquisition of
ownership interest)

-465

Net change in unrealised
gains/losses

-256

Common shareholders' equity

6,479

31 March 2013



8,972

The extraction of USD 1bn excess capital in Q1 2013 leads to an increase of our ROE of
approx. 1% points
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Capital management
De-leveraging

Swiss Re Group - balance sheet
deleverage

Capital structure
YE 2012



L&H Re will be a significant contributor
to improvements in the Group's capital
structure, particularly via reductions in
senior debt



The funding structures for redundant
reserves will also be optimised,
increasing investment freedom and
allowing additional benefits from
higher spreads on assets



Interest expenses in L&H Re are
expected to decrease by approximately
USD 100m (post tax) by 2015

Target capital
structure YE 2016

LOC
Senior debt
Total hybrid incl. contingent capital
Core capital1


1

Deleveraging of our L&H balance sheet leads to approx. 1.5% points uplift in ROE
Core capital of Swiss Re Group is defined as ENW
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Asset Management

Asset allocation has further room for
rebalancing
Swiss Re investment mix comparison1
100%
90%
80%
70%

3%
22%
7%

60%

6%
4%

5%
1%

46%

58%

50%
40%

51%

30%

28%

20%
10%

7%

17%

0%

L&H Re Q1 2013

11%



Other players in the L&H
industry typically have a lower
allocation to cash and
government bonds and a higher
allocation to credit, equities and
alternatives

18%

9%

7%

Selected
European L&H
insurers

Selected US L&H
re/insurers

Other (incl. derivatives)
Equities and alternatives
Corporate bonds (incl. loans)
Securitised products
Government bonds (incl. agency)
Cash, cash equivalents and short-term investments
1

Sources: Swiss Re Economic Research & Consulting, company reports
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Asset Management

Rebalancing towards L&H Re's revised mid-term plan
expected to increase investment income
L&H Re's investment portfolio mix
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

5%
1%
14%
7%

4%
1%
19%

22%

7%

7%

3%

0-5%
0-5%
20-40%

59%

53%

51%
30-50%

14%

16%

17%

5-15%

FY 2011

FY 2012

Q1 2013

Revised Midterm plan

We plan to move the asset allocation
towards the upper range of L&H Re's
revised mid-term plan
–

5-15%

Other (incl. derivatives)
Equities and alternatives
Corporate bonds (incl. loans)
Securitised products
Government bonds (incl. agency)
Cash, cash equivalents and short-term investments





Additional purchases of credit and
equity securities in the course of
2013



Our economic outlook of moderate growth
continues to favour credit



The planned changes will move the
portfolio allocation towards peers' asset
allocations, while still remaining balanced
overall

Rebalancing is expected to lead to a running yield improvement of ~30-40 bps by Q1 2014
and an ROE improvement of approx. 1.5% points by 2015

Investors' Day | Life & Health Reinsurance | Zurich, 24 June 2013

32

New business

Expected to further improve performance
Emerging markets Life and Health Re Gross
Earned Premiums 2006-2012


USD m

+ ~70%

600
500

New business will contribute to a
higher ROE over time through several
levers:
–

Poorly performing business running off
and being replaced with business that
has to pass the 11% ROE hurdle rate

–

Additional portfolio growth at or above
hurdle rates (High Growth Markets,
Health, Large Transactions, etc.)

–

Additional diversification benefit from
growing lines such as Health and
Longevity

400
300
200
100
0

2006
Asia



2012
Latin America

EMEA

New business written since 2013 is expected to benefit L&H Re ROE by ~0.5%
points by 2015 with potential for further, positive GAAP impact in the future
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Overview of management actions

Expected positive impact on earnings, except in 2014
Implementation

Management action

2012

Liability
management



Actively manage pre-2004 US PLT policies

(pre-2004 US book)



Actively manage recaptured pre-2004 YRT

Capital
management



Extraction of excess capital



Deleveraging of our balance sheet

Asset
management



Accelerated shift of the asset allocation
towards L&H Re's revised mid-term plan

New
business



Growing the well performing business, e.g.
transactions and health

2013E

2014E

2015E







Overall impact
Action fully scoped

Positive US GAAP impact from action
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Negative US GAAP impact from action
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Benefit fully realised

Agenda
Life & Health as an integral part of Swiss Re's
business model

Christian Mumenthaler

In depth review of Swiss Re's Life & Health
In-force business

Alison Martin

Management actions to improve Life & Health
Reinsurance business performance

Christian Mumenthaler

CEO Reinsurance

Head of Life & Health Business
Management

CEO Reinsurance

Summary and Q&A
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Summary

L&H Re ROE expected to increase to 10-12% by 2015

Management action
Liability management

ROE impact
by 2015E
(% points)



ROE impact estimates do not
anticipate any benefits from rising
interest rates



Key drivers are past and present
capital and asset management and
management actions for improving
business performance



New business has to meet the
Group's ROE hurdle rates (>11%)



L&H Re ROE expected to increase
to 10-12% by 2015

~1%

Capital management

~2.5%

Asset management

~1.5%

New business

~0.5%
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Key messages
1. L&H Reinsurance is strategically attractive for Swiss Re
2. Outcome of a recently conducted in depth review of the L&H business:
– Vast majority of the business has been performing at or above our profitability
requirements
– Fixing the problematic pre-2004 US business is expected to have a negative
US GAAP impact of approx. USD 500m in 2014

3. Management actions to significantly improve the performance of the
L&H Reinsurance business are underway



We expect L&H Reinsurance to generate ROEs of 10-12% by 2015

Investors' Day | Life & Health Reinsurance | Zurich, 24 June 2013

37

Q&A
Christian Mumenthaler, CEO Reinsurance
Alison Martin, Head of Life & Health Business Management

Corporate calendar & contacts
Corporate calendar
08 August 2013
09 September 2013
07 November 2013
20 February 2014

Second Quarter 2013 results
Investors and Media meeting
Third Quarter 2013 results
Annual Results

Conference call
Monte Carlo
Conference call
Conference call

Investor Relations contacts
Hotline
+41 43 285 4444

E-mail
Investor_Relations@swissre.com

Eric Schuh
+41 43 285 4708

Ross Walker
+41 43 285 2243

Lorenz Fichter
+41 43 285 7129

Simone Fessler
+41 43 285 7299
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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:
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.


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 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;

Investors' Day | Life & Health Reinsurance | Zurich, 24 June 2013




40

a
Capital Management
George Quinn, Group Chief Financial Officer
Investors' Day, Zurich, 24 June 2013

a
Key messages
1. SST, rating and liquidity are the three key drivers of our "risk tolerance
framework", which is the basis for the Group's capital management
2. We are working towards a Group target capital structure, expected to
– reduce leverage and use of LOCs by more than USD 4bn by end 2016
– improve ROE and EPS
3. Aim to utilise approx. USD 3bn of additional economic capital by year-end
to re-balance asset allocation, but staying within mid-term plan ranges
4. Capital management priorities are unchanged, emphasis on growing
regular dividends and profitable business growth
Delivering on the 2011-15 financial targets remains our top priority

Investors' Day | Capital Management | Zurich, 24 June 2013
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a
Agenda
Swiss Re Group risk tolerance framework

George Quinn
Group CFO

Group target capital structure

Capital management priorities

Summary and Q&A
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Group risk tolerance framework

Basis for capital management, risk steering and
limit setting

a

The risk tolerance represents the amount of risk Swiss Re is willing to accept within the
constraints imposed by its capital and liquidity resources, its strategy, its risk appetite, and the
regulatory and rating agency environment. It is based on the following objectives:


Maintain capital and liquidity that are sufficiently attractive from a client perspective, and
that meet regulatory requirements and expectations ("respectability criteria")



Be able to continue to operate following an extreme loss event ("extreme loss criteria"):
Group

Respectability criteria

1
2
Extreme loss criteria

Solvency I > 150%
SST > 185%
Rating ≥ AA

After an extreme loss
event (99% shortfall)
able to meet

SST > 100%

3

Liquidity

 Level reflects regulator and client requirements
 SST > 185% implies an estimated S&P excess capital above AA of
USD 3-5bn; broadly reflects the Group SST ratio corresponding to
the extreme loss criteria
Assuring both sets of constraints determines the additional
funding required to be held at Swiss Re Ltd. level as well as the
basis for external dividend proposals
 Minimum statutory capital to be in a position to continue to write
new business, for all major entities
 Sufficient liquidity to fund subsidiary recapitalizations where
needed and cover committed requirements in the year following
the stress loss
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a

SST capital measures

Internal model is basis for SST ratio
Required capital (target capital)

Available capital (risk bearing)




Capital available to absorb the
company’s losses before they affect
policyholders



Capital required to cover the company's
assumed risks in an extreme year



Based on 99% shortfall calculated from
Swiss Re's internal risk model, with
SST adjustments (e.g. expected change
in RBC, run-off capital costs)

Derived from economic net worth
(shareholders’ equity in Swiss Re's EVM
methodology) with SST adjustments

SST ratio =

SST risk-bearing capital (RBC)
SST target capital (TC)



Our target SST ratio for the Group is 185%



Our Risk Tolerance takes into account the SST for both Group and relevant BUs



We include all other relevant constraints when assessing capital adequacy
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a

SST capital measures

SST 1/2013: components of risk-bearing and target capital

USD billions
2012 Economic net worth (ENW)
Valuation adjustments
SST net asset value
Projected dividend and other deductions
SST core capital
Supplementary capital (eligible hybrids)
SST risk-bearing capital (RBC)

33.9
12.3
46.3
-3.2
43.1
5.6
48.7

SST ratio 245% =

Swiss Re 99% shortfall
Market value margin run-off capital costs
Other adjustments
SST target capital (TC)

17.3
5.0
-2.4
19.8

RBC = 48.7
TC = 19.8

Key adjustments:


Adding back EVM capital costs ("Valuation adjustments") to ENW on RBC side



Adding run-off capital costs ("Market value margin") to 99% shortfall on TC side
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Group capitalisation

Swiss Solvency Test (SST) and Solvency I
SST1 and Solvency I, USDbn (%)
70

SST risk-bearing 60
capital
50

SST target
capital

266%

Solvency I ratio

40

160%

245% 250%

213%

227%

350%
300%

243%

200%

208%

150%

164%

100%

20

50%

10
0



269%

233%

30

SST ratio

318%

292%

38.9 14.6

25.7 16.1

40.5 15.0

38.5 18.5

40.7 19.1

48.7 19.8

SST 1/2008 2
Solv I FY2007

1/2009
FY2008

1/2010
FY2009

1/2011
FY2010

1/2012
FY2011

1/2013 3
FY2012

0%

Group solvency remains very strong in both SST and Solvency I views

1

SST RBC is based on the preceding year-end capital position (minus projected dividends). SST target capital reflects a 12-month forward looking view
Swiss Reinsurance Ltd. standalone (solo); no consolidated Group ratio was filed with FINMA in 2008
3 SST 1/2013 as filed with FINMA at the end of April 2013
Note: As required by FINMA, the SST 1/2009 ratio excludes the effects of the February 2009 Berkshire Hathaway CPCI and ADC transactions
2
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2

Rating capital

a

Capital adequacy is a key aspect


Swiss Re aims to maintain S&P excess capital of USD 3-5bn to be able to retain an
investment grade rating after a shortfall loss



Rating agencies evaluate Swiss Re based on a set of quantitative and qualitative
criteria, including capital adequacy



For all rating agencies, capital adequacy has a pivotal role in determining the rating



S&P: "Swiss Re benefits from extremely strong capital and earnings…. the group's
capital adequacy remains materially in excess of our 'AAA' benchmark"
(S&P research update, 23 May 2013)
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3

Liquidity stress test

We hold sufficient liquidity to meet funding
requirements even under adverse circumstances
Liquidity sources

Liquidity requirements



Unencumbered liquid assets and
cash, subject to conservative haircuts



Cash and collateral requirements in
an extreme year



Assumes that intra-Group funding is
not available if subject to regulatory
approval, that no new unsecured
funding is available, and funding from
new reinsurance business is reduced



Based on an extreme loss event
corresponding to 99% shortfall,
calculated using Swiss Re's internal
risk model, and a three notch ratings
downgrade

Liquidity ratio (>100%) =



1

a

Liquidity sources1
Liquidity requirements

We actively manage liquidity risks to ensure that we can satisfy the financial
obligations of the Group

The main pool comprises Swiss Reinsurance Company Ltd (SRZ) as well as those of its subsidiaries whose funds are freely transferable to SRZ. The estimated total
liquidity sources in the SRZ liquidity pool available within one year after haircuts and net of short-term loans from Swiss Re Ltd amounted to USD 24.0 billion as of
31 March 2013. This total includes USD 18.2 billion of liquid assets and cash, referred to as "spot liquidity".
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Capital management in practice

a

SST target levels for Group and Reinsurance
SST ratio
SST1/13 245%

Group

FINMA ranges

SST1/13
224%

Excess capital to be used for
dividends or business growth
185% target
175%

Tolerated range, addressed in
normal planning

Excess capital to be paid
up to Group
SST >100%: 'green zone'
= no action required
Tolerated range, addressed in normal planning

Implement de-risking
and remedial actions

100%

Reinsurance

Remedial action
required by BU,
agreed with Group
SST 80-100%: 'yellow
zone' = FINMA intensifies
risk dialogue
SST 33-80%: 'orange zone'
= restructuring plan
SST 0-33%: 'red zone' =
immediate steps to protect
policyholders

Investors' Day | Capital Management | Zurich, 24 June 2013

10

175% target
165%

a

Capital management in practice

Business Unit and Legal Entity target process


A target SST capital ratio is defined
for each Business Unit
– Target capital for Business units
equals the minimum capital required
to meet respectability risk tolerance
criteria



Year 2:

Performance

Target
setting


A target capital range is defined
for each Legal Entity of the Group
– Target capital always reflects a level
above required regulatory capital,
accounting for the volatility of
regulatory capital and other external
constraints



Year 1



Dividend
forecasting
to pay out
above SST
target
Agree target
dividend as
part of
planning
process





Pay
dividend

Deliver
against
approved
plans
Monitor
sensitivities
to tolerated
range





Pay dividend
to Group as
agreed
SST needs to
be within
tolerated
range

Excess capital above Target Capital typically paid as dividend to Group in Q1
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Agenda
Swiss Re Group risk tolerance framework

George Quinn
Group CFO

Group target capital structure

Capital management priorities

Summary and Q&A
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a
Targeting an optimal capital structure




Swiss Re's target capital structure is
expected to maximise return on equity
within risk tolerance targets; it also
–

optimises financial flexibility

–

complies with external constraints

–

compares favorably to peers

Achievements in recent years
– 58% reduction of total leverage
since peak in 2007
– 80% reduction of operational
leverage book to date



The Group's target capital structure is expected to reduce leverage by more than
USD 4bn by end of 2016 whilst improving ROE and EPS
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Target capital structure

Principles and target ranges govern the Group's
and Business Units' funding structures

a

Group
Consider each Business
Unit, then consolidate

Funding mix for each Business Unit to be considered separately,
subject to combined total Group funding being acceptable

Internal and external
constraints

Return on equity to be maximised subject to external and internal
constraints on overall funding structure, incl. financial flexibility

Reinsurance and Corporate Solutions
SST risk
tolerance
target

Economic capital requirements
according to risk tolerance funded by
equity and equity-like capital
instruments

Liquidity
target

Incremental funding requirements
funded by senior debt or LOCs

Investors' Day | Capital Management | Zurich, 24 June 2013

Admin Re®
Risk
tolerance
respectability
target

Senior
leverage

Capitalisation should be in
investment grade range

Leverage level managed within
investment grade thresholds

14

a

Target Capital Structure

To be implemented by end 2016
1

Core capital (%)

Total hybrid incl. contingent capital (%)

Senior debt (%)

LOC (%)

160%
140%
120%

Leverage
100%

Target
vs actual

80%
60%

Corporate
Solutions

Admin Re®

LOC

-

-

Senior

-

Group

Reinsurance

Subordinated

40%

-

Contingent

20%

Total

0%

Capital structure YE2012

-

-

> USD 4bn

Target capital structure
YE2016

Target capital structure expected to reduce leverage by more than USD 4bn by 2016
 Senior leverage plus LOC target range2 = 15-25% (YE 2012: 32%)
 Subordinated leverage ratio target range3 = 15-20% (YE 2012: 14%)


1
2
3

Core capital of Swiss Re Group is defined as Economic Net Worth (ENW)
Senior debt plus LOCs divided by total capital
Subordinated debt divided by sum of subordinated debt and ENW
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Important role of new style hybrids

a

Gradual replacement of traditional instruments


We see merit in including hybrids as
an efficient part of the capital base



In the face of changing regulation for
insurers, Swiss Re is positioning itself
to react to new regulatory demands



Goal: Issue a range of complementary
contingent capital instruments
– increasing quality, flexibility and
fungibility of the capital structure…

Recent new style hybrid issuances:
– Q1 2012: USD 1.1 bn across two
transactions (USD and CHF),
combining a perpetual deeply
subordinated instrument with
issuer stock settlement features
– Q1 2013: USD 750m dated
subordinated instrument with a
contingent write-off feature

– …while diversifying the portfolio,
both by structures and investors



Target 2016: approx. 10% of Swiss Re total capital base in new style instruments
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Swiss Re Group risk tolerance framework
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Group target capital structure

Capital management priorities

Summary and Q&A
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Uses of capital (I/III)

a

Unchanged dividend policy


Strong capital position allows
Swiss Re to continue to pay an
attractive dividend…



…and take advantage of business
growth opportunities

Swiss Re's dividend policy


Highest priority on growing our
regular dividend with long-term
earnings; at a minimum maintain



Business growth where it meets
our profitability requirements
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Uses of capital (II/III)

a

Profitable business growth


Delivered profitable business
growth over the past three years



Appetite for business continues to
exist, especially in high growth
markets
– Realistic about market growth rates
and new capital entering in some
lines, but no need to be defensive



Profitability and capitalisation
metrics demonstrate that earnings
and financial strength have priority
– Profitability requirements for new
business hold firm (ROE >11%)
– Strong growth, yet higher SST ratios
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a

Uses of capital (III/III)

Continue asset re-balancing to mid-term plan, utilising
approx. USD 3bn additional economic capital
100%
90%
80%
70%

2%
8%
21%

~2%
~9%
~28%

5%

60%

~6%

0-5%
5-10%
20-30%
5-10%

50%
40%

41%

Equities and alternatives
Corporate bonds (incl. loans)
Securitised products

~30%

35-55%

30%
20%
10%

Other (incl. derivatives)

23%

~25%

End Q1
2013

Projected
Year-End 2013 1

10-20%

Government bonds (incl. agency)
Cash, cash equivalents and shortterm investments

0%
Mid-term
plan

Our economic outlook of moderate growth continues to favour credit products
 We continue to move the asset allocation within the current mid-term plan, adding mainly high
quality credit exposure
 We have also established a short duration position in anticipation of higher yields
 Additional economic capital requirements of approx. USD 3bn overall from above moves


1 Projection,

subject to market developments
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a

Earnings per share

We expect to achieve the 2015 EPS goal
in USD
11.9
-1.9

2012 tax benefits, reserve releases, US Admin Re® sale
1

Interest rates flat, mid-term SAA, asset volume up

-2.6

P&C: growth, QS expiry, nat cat margins down, casualty up

0.9

L&H: management actions, growth

1.0
0.9
0.2
> 10



2012 EPS, as published

Deploy USD 3bn Group excess capital @11%
Reduced leverage
2015E

Critical assumptions are market trend and ability to invest, redeploy, or
return @ 11% ROE, no reliance on interest rates to achieve targets

1 Strategic

asset allocation
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a
Key messages
1. SST, rating and liquidity are the three key drivers of our "risk tolerance
framework", which is the basis for the Group's capital management
2. We are working towards a Group target capital structure, expected to
– reduce leverage and use of LOCs by more than USD 4bn by end 2016
– improve ROE and EPS
3. Aim to utilise approx. USD 3bn of additional economic capital by year-end
to re-balance asset allocation, but staying within mid-term plan ranges
4. Capital management priorities are unchanged, emphasis on growing
regular dividends and profitable business growth
Delivering on the 2011-15 financial targets remains our top priority
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a
Q&A

a
Corporate calendar & contacts
Corporate calendar
08 August 2013
09 September 2013
07 November 2013
20 February 2014

Second Quarter 2013 results
Investors and Media meeting
Third Quarter 2013 results
Annual Results

Conference call
Monte Carlo
Conference call
Conference call

Investor Relations contacts
Hotline
+41 43 285 4444

E-mail
Investor_Relations@swissre.com

Eric Schuh
+41 43 285 4708

Ross Walker
+41 43 285 2243

Lorenz Fichter
+41 43 285 7129

Simone Fessler
+41 43 285 7299
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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:
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.


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 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;
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