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New York, 13 March 2012 – After today’s decision by the Federal
Reserve to maintain the target Fed funds rate at zero to 25 basis
points, Swiss Re’s Chief Economist, Kurt Karl, commented: “The Fed's
Operation Twist, coupled with ongoing forward looking statements,
appears to be successfully keeping the yield on the 10-year note near
2%.”
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Karl added: “The US economy is growing at a modest pace, but this
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area and the UK continue. Employment growth and low interest rates in
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could be derailed if oil prices spike. The mild recessions in the Euro
the US are fueling strong vehicle sales and construction of multi-family
homes, while the low rates are also helping business investment. In the
Euro area, fiscal tightening, weak sentiment, and tightening credit
standards continue to constrain consumer and business demand.
Recent indicators in Europe are mixed, but still imply a mild recession.
The Euro debt crisis, Operation Twist, and the Fed's statement about
keeping the Fed funds rate low into late 2014 has bolstered demand for
long-term Treasuries. Yields on the 10-year Treasury note are forecast
to be 2% to 2.5% by end-2012 and close to 3% by end-2013."
He continued: “The Greek bond Private Sector Involvement is affecting
markets, but the restructuring appears very likely to be successful,
though it is also likely to trigger a default event. Thus, some bond
holders who have covered their position may recoup a part of their
losses, while the protection sellers receive a part of the haircut. In
Spain, the key recent event is Rajoy's pushback on Spain's deficit
target. It is unclear what this will mean for deficit targets going
forward, but hopefully some greater flexibility will allow time for the
structural reforms to improve growth. Japan’s economy continues to
recover from the tsumani, so will support the global economy this year
with real GDP growth of 2.2%. Along with many Asian economies, the
Bank of Japan has loosened monetary policy recently. China has also
shifted to an easier policy, but its recent announcement of lower
expected growth this year was a signal that it was not going to be
easing excessively. Our growth outlook remains unchanged at 8.5%, a
percentage point lower than the target rate announced which in past
years has consistently undershot actual growth.”
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Notes to editors
Swiss Re is a leading and highly diversified global reinsurer. The company operates
through offices in more than 20 countries. Founded in Zurich, Switzerland, in 1863,
Swiss Re offers financial services products that enable risk-taking essential to
enterprise and progress. The company’s traditional reinsurance products and related
services for property and casualty, as well as the life and health business are
complemented by insurance-based corporate finance solutions and supplementary
services for comprehensive risk management. Swiss Re is rated “A+“ by Standard &
Poor’s, “A1” by Moody’s and “A” by A.M. Best.

Disclaimer
The material and conclusions contained in this publication are for information
purposes only and the author offers no guarantee for the completeness of its
contents. The statements in this report may provide current expectations of future
events based on certain assumptions. These statements involve known and unknown
risks, uncertainties and other factors which are not exhaustive. The author of this
report undertakes no obligation to publicly revise or update any statements, whether
as a result of new information, future events or otherwise. Swiss Re shall not be held
responsible in any way for, and specifically disclaims any liability arising out of or in
any way connected to, reliance on or use of this publication .
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