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Financial highlights

Overview
With USD 50.0 billion in total business
volume, USD 2.3 billion in net income
and USD 20.7 billion in shareholders’
equity, our Group is one of the leading
financial services organizations in the
world. Over the last five years, we have
significantly grown the proportion of our
activities derived from life and asset
management activities, from approximately
10% to more than 40% of our operating
income.

Non-life Insurance
GWP: USD 18.9 billion,
Net income: USD 460 million
In non-life insurance, we are a major
participant in the USA, UK and Swiss
markets. With 19.3 billion in gross written
premiums and policy fees we are among
the key players in the USA (including gross
written premiums from the Farmers P&C

Group), the 2nd largest in Switzerland with
USD 1.5 billion in gross written premiums
and policy fees and among the leaders
in the UK with USD 2.8 billion in gross
written premiums and policy fees.

Life Insurance
GWP & deposits: USD 16.3 billion,
Net income: USD 978 million
In life insurance, our activities are
concentrated in the USA, the UK and
Switzerland and we have strong positions
in the two latter countries.

Reinsurance
GWP: USD 4.9 billion,
Net income: USD 230 million
In reinsurance, we focus on providing value
added and innovative solutions to our
customers and are one of the leaders in the
area of alternative risk financing through
Centre and Zurich Capital Markets.

Farmers Management Services
Management fees: USD 1.6 billion,
Net income: USD 559 million
Farmers provides management services to
the Farmers P&C Group, a reciprocal
organization owned by its policyholders.
Farmers P&C Group is one of the most
trusted insurance providers as well as
one of the largest personal lines non-life
insurers in the USA.

Asset Management 
Management fees: USD 1.7 billion,
Net income: USD 101 million
With more than USD 440 billion in assets
under management, our Group is among
the largest global asset managers with
strong brands such as Zurich, Scudder and
Threadneedle.

in USD millions1

Consol idated f igures 2000 1999 Change

Gross written premiums, policy fees, insurance deposits and including 
the premiums written by the Farmers P&C Group (excluding Farmers Re) 50,044 47,995 4.3%

Gross written premiums and policy fees (GWP) 30,410 29,216 4.1%

Net earned premiums and policy fees 24,760 24,836 – 0.3%

Asset management fee income 1,557 1,450 7.4%

Total revenues 37,431 40,048 – 6.5%

Operating income 3,169 5,177 – 38.8%

Net income 2,328 3,264 – 28.7%

Normalized net income 2,096 2,218 – 5.5%

Diluted earnings per share in CHF 46.27 57.65 – 19.7%

Dividends per share in CHF 17.15 17.15 –

Total investments 125,490 121,644 3.2%

Net underwriting reserves 98,353 100,082 – 1.7%

Total shareholders’ equity 20,674 21,776 – 5.1%

Total assets under management 440,371 442,074 – 0.4%
Unless noted1
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At a glance

We are a leading financial services organization providing
financial protection and wealth accumulation solutions for some
35 million customers in over 60 countries. Our history goes
back more than a century to 1872. Our three largest markets
are the USA, UK and Switzerland and we are a focused player in
other European, Asia-Pacific and Latin American markets. We
concentrate our activities in five business segments: non-life and
life insurance, reinsurance, Farmers management services and
asset management.

Our Group stands for customer dedication, innovation,
financial stability and value creation. Our approach is to design
solutions based on a comprehensive understanding of our
customers’ protection needs and investment requirements. Our
corporate structure centers around operating strategic business
units focused on serving locally individual customers with distinct
needs and preferences. These local units benefit from the
expertise and best practices developed throughout the Group.
We distribute our products through various distribution channels,
including our own sales force, brokers, banks, affinity groups,
direct marketing and e-commerce. We are easily accessible to
our customers and are very convenient to do business with.
Our headquarters are in Zurich, Switzerland.

Net income by region1

■ USA
■ UK
■ Switzerland
■ Europe (excluding UK and Switzerland)
■ Rest of the World
■ Reinsurance
1before results not allocated to regions

Share performance
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■ Zurich Financial Services
■ Swiss Market Index

Net income by segment

■ Non-life Insurance
■ Life Insurance
■ Reinsurance
■ Farmers Management Services
■ Asset Management
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To our shareholders, customers and employees

We are pleased to present our annual report
for the year 2000 with the consolidated
results of the Zurich Financial Services
Group. A major achievement during the
year was the successful unification of our
share structure, in which shareholdings in
Allied Zurich p.l.c. and Zurich Allied AG
were replaced by shares in Zurich Financial
Services. This was one of many positive
developments in 2000. Other steps we 
have taken to develop and implement our
strategy during the year are discussed in 
our Corporate Brochure 2000. 

Although both our earnings and 
return on equity continue to compare well
with others in our industry, our financial
results were below expectations. The 
Group remains financially very strong, and
we are taking firm measures to restore our
growth in earnings performance. 

Our net income, calculated in
accordance with International Accounting
Standards (IAS), reached USD 2.328 billion.
The reduction of 29% from the previous
year was principally due to a lower level of
realized capital gains. In 1999, favorable
financial markets allowed us to achieve a
high level of realized capital gains as our
investment portfolio is managed on a 
“total return” basis, and we realize capital
gains when appropriate for investment

New Zurich means a new way of doing business in a world that
demands new thinking and new engagement from each of us.
We have made considerable progress toward our goals and are
determined to take advantage of all new opportunities. 



second quartile for the year. In Europe our
performance remained excellent, with
more than 90% of our Threadneedle
funds, and more than 70% of our Zurich
Invest funds exceeding benchmark. 
Net inflows into our funds more than
doubled to USD 7.1 billion. This,
however, was more than offset by market
value movements. Total assets under
management were almost unchanged at
USD 440 billion, while third party assets
declined by 2% to USD 259 billion.

In our non-life insurance segment
normalized net income declined by 66%
to USD 283 million. This was principally
due to corporate costs and projects as 
well as Group interest expenses, which are
allocated mainly to this segment. The
performance of our operating businesses
advanced, with the net combined ratio
improving by 0.6 points to 105.5%. 
The net expense ratio of our operating
businesses improved by 2.9 points to
29.0%, while the net loss ratio, which was
affected by some severe weather losses,
deteriorated by 2.3 points to 75.8%. 
Gross written premiums grew by 17% in
local currencies, with very strong growth
in our US and Rest of World regions. 
We are continuing to benefit from strong
rate increases and growth, particularly in
the UK and the US commercial markets. 

We are taking determined action 
to improve our corporate expense levels. 
We have earlier announced a program 
that will reduce our Head Office expenses 
and project costs by an annualized 
USD 140 million by the end of 2001, 
and by USD 200 million by the end of
2002. In addition, we are centralizing our
reinsurance purchasing, which we estimate
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USD 1.004 billion. Our gross written
premiums and deposits increased by 6% in
local currencies, while total new business
increased by 2% in local currencies, with
particularly strong growth at Farmers 
Life. The profitability of new business also
increased, and further actions are planned
to improve profitability. Our embedded
value profits increased by 6%, resulting in
a satisfactory return on embedded value 
of 10.5%, compared with 10.2% in 1999.

In our reinsurance segment normalized
net income increased to USD 201 million
from a loss of USD 125 million. Included
in this segment are the Centre and 
Zurich Capital Markets businesses. Centre
produced a good result despite negative
developments from certain London
Market contracts. Zurich Capital Markets
had an excellent year. 

Normalized net income at our
Farmers management services segment
declined by 3% to USD 531 million,
while underlying growth, adjusted for a
number of special factors, stood at 4%.
Gross written premiums of Farmers P&C
Group grew by 6% to USD 11.8 billion,
reflecting the inclusion of Foremost, which
was acquired by the Farmers P&C Group
during 2000, and the expansion into
twelve eastern states.

In our asset management segment
normalized net income declined from
USD 84 million to USD 77 million.
Results in 2000 were adversely affected by
start-up and development costs associated
with our new banking initiatives, as 
well as restructuring and development
costs at Zurich Scudder. The performance
of our US mutual funds has improved
significantly, with 60% in the first or

reasons. Our net income, including a
normalized* level of capital gains, was 
USD 2.096 billion or 6% below 1999. 
Both our IAS reported and normalized net
incomes were adversely affected by the
strength of the US Dollar. During the 
year we paid out USD 2.5 billion to our
shareholders – USD 875 million of 
regular dividends, USD 955 million 
special dividends to former Allied Zurich
shareholders and USD 650 million in 
the share buy back program in connection
with our share unification. At year-end 
our shareholders funds remained strong at
USD 20.674 billion, a decline of 5%. 
Our return on equity, at 11% based on 
IAS reported earnings, puts us among the
stronger performers when compared to 
our industry peers.

Earnings per share, based on our IAS
reported net income, were CHF 46.27, 
a decline of 20% (1999 CHF 57.65 as
restated). Based on normalized net income,
earnings per share increased by 6% to 
CHF 41.66 (1999 CHF 39.19 as restated).
The Board of Directors recommends an
unchanged dividend of CHF 17.15 gross. 

Our reported net income under IAS
broadly met the levels of the previous 
year in all of our operating segments
except non-life insurance, where net
income moved from USD 1,408 million 
to USD 460 million. However, the
differing incidence of realized capital gains
between sectors and between years
obscures the underlying operating trends.
An analysis of the normalized earnings
gives a clearer indication of the
performance of our business segments. 

Normalized net income in our life
insurance segment increased by 15% to
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will result in annual income benefits 
of USD 100 million. And we have begun
implementation of global procurement,
which we expect will reduce costs 
by at least USD 100 million annually
within three years. These measures are 
in addition to the efficiency programs
already underway in our business 
divisions and will significantly contribute
to achieving our specific objectives 
towards gains in operating efficiency.

In the previous year we have embarked
on a strategy of significantly expanding 
our presence in key markets and focusing
on our direct non-life, life and investment
businesses. As part of this program of
concentrated expansion we have recently
announced the intention to launch 
Zurich Re as an independent company 
via a spin-off to our shareholders. Details
will be announced later this year. We
believe Zurich Re is a business with strong
growth and value potential on a stand-
alone basis and that our shareholders
should continue to benefit from owning it.
However, we believe that both Zurich Re
and the Group will benefit from enhanced
focus and increased financial flexibility
after the spin-off. Together with other
divestments principally of businesses 
that we do not consider to be of 
long-term strategic relevance, we expect
that the value of divestments will 
exceed USD 4 billion. Furthermore, 
we intend to reduce our Group debt 
by up to USD 2 billion.

Our results in 2001 will bear the 
costs of some of these initiatives, as well 
as continuing costs from our numerous 
e-business projects and initiatives relating 
to the strengthening of our position in

providing access and convenient financial
services to our customers. Also, the 
decline in interest rates will impact our
investment income as maturing portfolios
are reinvested. 

We consider the years 2000 and 2001
to be a transition period during which we
are continuing to strengthen our platform
of strong underlying businesses and 
will position the Group for significant
expansion in focused business segments 
and attractive markets.   

The success of the Zurich Financial
Services Group is built upon the
capabilities and dedication of our
employees, and I sincerely thank them for
their continuing loyalty and support. I also
thank our customers, intermediaries and
shareholders for the trust that they have
placed in us. 

Rolf Hüppi
Chairman and Chief Executive Officer

* Last year we introduced the concept of “normalized
earnings” in order to reduce the volatility in our earnings
arising from different levels of capital gains and provide
more meaningful information to shareholders. Normalized
earnings replace actual realized capital gains with a 
long-term sustainable level, and give a better indication 
of the underlying performance of our business. Full 
details of the calculation are shown in the Financial
Statistics of the Annual Report.
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Overv iew
Net Income Our reported net income totaled USD 2.3 billion for the year ending 31 December 2000, a

year on year decrease of 29%. Normalized net income totaled USD 2.1 billion, marginally below the level of

USD 2.2 billion for 1999.

Our reported results were adversely affected by significantly reduced realized capital gains in 2000 

compared with 1999, when we took advantage of strong capital markets to realize an above average amount

of capital gains. Total realized capital gains declined by USD 2.6 billion, or 53%. This was partially due to the

reclassification in 1999 of certain assets from “available for sale” to “trading”, which resulted in one-off gains 

of USD 1.6 billion in 1999. The impact on net profits was substantially lower since a large proportion of these

gains is attributable to life policyholders. Reported and normalized net income in 1999 was also positively

impacted by USD 153 million resulting from the implementation of the new accounting standard IAS 19 (revised

1998), Employee Benefits (IAS 19), USD 174 million from changes in accounting estimates in our life insurance

operations and some USD 250 million from favorable currency movements. In addition, 1999 reflected reserve

strengthening and exceptional costs of USD 378 million. Our 2000 results were affected by the costs of our

share unification of over USD 90 million and higher debt servicing costs. The results also benefited from

commutations from certain reinsurance contracts and the results of a comprehensive reserve review, offset by

reserve strengthening due to exceptional losses in our reinsurance segment. We have now achieved annualized

benefits arising from our 1998 merger of USD 378 million of the planned USD 500 million per annum. At the

end of 1999 we had achieved annual savings of USD 226 million per annum.

Reported net income and normalized net income by segment were as follows:   

Years
ended 31 December

Net income by segment 2000 1999 Change

Non-life Insurance 460 1,408 – 67%

Life Insurance 978 993 – 2%

Reinsurance 230 188 22%

Farmers Management Services 559 577 – 3%

Asset Management 101 98 3%

Total 2,328 3,264 – 29%

in USD millions

Years
ended 31 December

Normal ized net  income by segment 2000 1999 Change

Non-life Insurance 283 834 – 66%

Life Insurance 1,004 876 15%

Reinsurance 201 – 125 N/A

Farmers Management Services 531 549 – 3%

Asset Management 77 84 – 8%

Total 2,096 2,218 – 6%

in USD millions

Normalized earnings provide information in addition to that reported in our financial statements to aid a

better understanding of our business. They are not part of our reported financial statements, which will continue

to be prepared in accordance with International Accounting Standards. Normalized earnings replace the volatility

of year-on-year realized capital gains with normalized gains1. In both years, normalized income was affected by a

number of special factors, which, in total, were broadly neutral in each year.

1 Normalized capital gains are calculated by taking capital gains of 7.5% of our average equity portfolio and 0.5% of our average
fixed maturities portfolio. See details of calculations in the statistical data section on page 112.
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Our non-life insurance net combined ratio improved from 106.1% in 1999 to 105.5% in 2000, primarily

reflecting an improvement in the net expense ratio. Non-life insurance reported net income declined by 67%

and normalized net income declined by 66%. Both were affected by special factors which influenced both years,

in particular the implementation of IAS 19, favorable currency movements in 1999, commutation of contracts in

the London market and higher debt servicing costs, offset by the effects of a review of our loss reserves. 

Our proportion of normalized net income from our Life insurance and fee based segments grew from 68% 

to 77% in 2000, which resulted in the release of USD 350 million (after tax). This represented surpluses in the

reserves arising from the overall portfolio (the covariance effect).

Our insurance operations recorded a growth in total new business premiums of 2% in local currencies.

Normalized net income increased by 15% over 2000. Reported net income declined slightly since 1999.

Reported and normalized net income in 1999 included USD 174 million from accounting changes.

Reported net income in our reinsurance operations increased by 22%. On a normalized basis, net income

turned from a USD 125 million loss in 1999 to a USD 201 million profit in 2000. The underlying performance in

our reinsurance results would have been better, but for several large losses in the London Market and the

adverse development of North American business, partially offset by a commutation of a large reinsurance

transaction.

Farmers management services reported net income declined by 3% over the prior year, primarily due to the

implementation in 1999 of IAS 19, which led to a non-recurring reduction in expenses in that year. Excluding this

1999 change, farmers management Services would have recorded a growth of 3%.

Net income in our asset management segment as reported increased by 3%. On a normalized basis, net

income declined by 8%.

Balance Sheet The Zurich Financial Services Group’s own investments increased by 3% to USD 125.5 billion

compared with 31 December 1999. Debt increased by USD 3.4 billion. Of this, USD 1.9 billion related to increases

in our banking and capital market activities, which generally require higher levels of leverage. Our corporate

debt, excluding banking and capital market activities, increased from USD 4.4 billion to USD 5.9 billion,

reflecting to a large extent financing for the share unification program. In February 2001, the Group refinanced

USD 1.1 billion of debt with the proceeds of a non-dilutive, deeply subordinated hybrid transaction, backed by

Farmers Group, Inc. Class C shares.

Shareholders equity was 5% lower at USD 20.7 billion primarily as a result of the USD 650 million share

buyback and USD 955 million of special dividends resulting from the successful share unification in October

2000. Net unrealized gains on investments declined by 6% reflecting unfavorable conditions on the major global

equity markets. The adverse effects of the strengthening of the US dollar against our major operating currencies

resulted in a USD 535 million reduction in shareholders’ equity.

Premiums The Zurich Financial Services Group’s total premium volume amounted to USD 50.0 billion, an

increase of 4% over the prior year, or 7% in local currencies. Total premium volume includes premiums

underwritten by Group companies, USD 8.8 billion of insurance deposits from life policyholders and 

USD 11.8 billion of premiums written by the Farmers P&C Group2, which we provide management services 

to, but do not own.

2 The Farmers P&C Group is not owned by the Zurich Financial Services Group. One of the Group’s wholly-owned subsidiaries,
Farmers Group, Inc. provides management services to the Farmers P&C Group. Both insurance deposits and Farmers premiums
cannot be reported as revenues under our accounting policies which conform to US Generally Accepted Accounting Principles
(US GAAP) for insurance products. 
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Years
Gross written premiums and pol icy fees – ended 31 December % of total
total  business (before el iminations) 2000 1999 Change (bef. elimin.)

Non-life Insurance gross written premiums 
and policy fees 18,899 17,212 10% 37%

Farmers P&C Group 2 11,800 11,107 6% 23%

Less Farmers Re 3 1,000 1,000 – 2%

Total Non-life Insurance premium volume 29,699 27,319 9% 58%

Life Insurance gross written premiums and policy fees 7,462 8,086 – 8% 15%

Insurance deposits 8,834 8,672 2% 17%

Total Life Insurance premium volume 16,296 16,758 – 3% 32%

Reinsurance gross written premiums and policy fees 4,873 4,512 8% 10%

Total premium volume before eliminations 50,868 48,589 5% 100%

Intersegment eliminations – 824 – 594 – 39%

Total premium volume 50,044 47,995 4%

Reported gross written premiums and policy fees 30,410 29,216 4%

in USD millions

Our reported gross written premiums and policy fees (which excludes life insurance deposits and Farmers

P&C Group gross written premiums) grew by 4% (9% in local currencies) from USD 29.2 billion for 1999 to

USD 30.4 billion for 2000.

Our non-life insurance operations recorded growth of 10% in gross written premiums and policy fees 

(17% in local currencies). 

Gross life insurance new business premiums and deposits were flat (2% increase in local currencies). Our total

life insurance premium volume, which includes life insurance deposits not accounted for as premium, declined by

3% (6% growth in local currencies) to USD 16.3 billion compared with USD 16.8 billion in 1999. Deposits,

however, increased by 2%, 7% in local currencies, reflecting the increasing emphasis on investment products.

Our reinsurance segment gross written premiums and policy fees increased by 8% to USD 4.9 billion

compared with USD 4.5 billion in 1999.

2

3

The Farmers P&C Group is not owned by the Zurich Financial Services Group. One of the Group’s wholly-owned subsidiaries,
Farmers Group, Inc. provides management services to the Farmers P&C Group. Both insurance deposits and Farmers premiums
cannot be reported as revenues under our accounting policies which conform to US Generally Accepted Accounting Principles
(US GAAP) for insurance products. 
Established in 1998, Farmers Re is a Group-internal reinsurer wholly owned by Farmers Group, Inc. and is used solely to provide
additional underwriting capacity to the Farmers P&C Group. Premiums of Farmers Re have therefore been eliminated to avoid
double-counting.
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Non- l i fe  Insurance The Group’s non-life insurance businesses recorded an

improvement in the net combined ratio4 from 106.1% for 1999 to 105.5% for 2000. This was mainly due 

to a 2.9 point reduction in our net expense ratio to 29.0% driven by our continuing focus on gaining operating

efficiencies and reducing costs. Our net loss ratio increased by 2.3 points to 75.8%, after taking into consi-

deration positive developments in our loss reserves. Reported gross written premiums and policy fees showed a

10% increase over the equivalent period last year (17% in local currencies) partly due to rate increases in key

markets, with very strong growth in our US and Rest of the World regions. Reported net income declined by

67%, or 65% in local currencies, to USD 460 million in 2000 compared with USD 1.4 billion for 1999, reflecting

lower realized capital gains and a significant increase in non-technical expenses. These expenses reflect higher

head office costs, foreign exchange losses and higher interest expenses and costs associated with the share

unification, all of which are allocated to the non-life segment. The 1999 results benefited from a one-off gain

from the implementation in 1999 of IAS 19 and high foreign exchange gains. Normalized net income declined

by 66%, from USD 834 million for 1999 to USD 283 million and was similarly affected by the above items,

excluding realized capital gains. 

Years
Key f igures –  Non-l i fe  Insurance ended 31 December Change in
(before el iminations) 2000 1999 Change local currency

Gross written premiums and policy fees and including 
the premiums written by the Farmers P&C Group 
(excluding Farmers Re) 29,699 27,319 9%

Gross written premiums and policy fees as reported 18,899 17,212 10%

Net earned premiums and policy fees 13,663 13,682 –

Net underwriting result – 749 – 834 10%

Net investment income and realized capital gains 2,914 3,377 – 14%

Net income 460 1,408 – 67%

Normalized net income 283 834 – 66%

Net underwriting reserves 25,428 28,177 – 10%

Net loss ratio 75.8% 73.5% 2.3pts

Policyholder dividends and participation in profits ratio 0.7% 0.7% –

Net expense ratio 29.0% 31.9% – 2.9pts

Net combined ratio 105.5% 106.1% – 0.6pts

Gross written premiums and policy fees, 
as reported, by region

United States 8,466 6,672 27% 27%

United Kingdom 2,754 2,802 – 2% 5%

Switzerland 1,516 1,685 – 10% 1%

Europe (excluding UK and Switzerland) 4,248 4,565 – 7% 7%

Rest of the World 2,387 2,043 17% 20%

in USD millions

4 We have changed the presentation of the net combined ratio this period to exclude non-technical expenses to reflect better the
underlying performance of our business. Comparatives have been restated.
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United States The United States is our largest non-life insurance market, accounting for 45% of our total

reported non-life insurance gross written premiums and policy fees, an increase of 6 points compared with 1999. 

Years
Key f igures –  Non-l i fe  Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums and policy fees 8,466 6,672 27%

Net income 402 651 – 38%

Net combined ratio 104.9% 105.0% – 0.1pts

in USD millions

Gross written premiums and policy fees increased by 27%, reflecting our successful efforts at increasing rates,

attracting new customers and retaining business. The trend towards higher rates that started to emerge in 

1999 continued through 2000 in our non-life operations, resulting in an overall rate increase in our Zurich US

business unit of 9%, as well as increases in our specialty lines of up to 17%. Despite these rate increases, 

we continued to attract new business. Total investment income and realized capital gains declined in 2000

primarily due to a lower level of realized capital gains as, in the face of lower interest rates, we restructured our

fixed income portfolio.  

Our net combined ratio improved slightly from 105.0% to 104.9% for 2000. The net loss ratio increased to

76.4% compared with 74.3% for the prior year due to adverse Workers’ Compensation and liability business

development, as well as increased property losses. Expenses increased during the year primarily due to the

absence in 2000 of the one-off gain due to the adoption of IAS 19 in 1999, which resulted in an increase in

reported expense in 2000. However, our net expense ratio improved from 30.3% to 28.3% in 2000 as a result 

of premium growth. 

Our net income decreased from USD 651 million to USD 402 million.

United Kingdom The United Kingdom is our second largest individual non-life insurance market by premium

volume and accounts for 15% of our non-life insurance gross written premiums and policy fees. 

Years
Key f igures –  Non-l i fe  Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums and policy fees 2,754 2,802 – 2%

Net income 182 216 – 16%

Net combined ratio 105.1% 114.0% – 8.9pts

in USD millions

Since 1998, our strategy has been to eliminate loss-making business and focus on underwriting for profit. In

2000 we successfully raised prices in the personal and commercial motor markets and, in lines of business

where rates could not be raised, we declined to write policies if they did not meet our profitability requirements.

Gross written premiums and policy fees declined by USD 48 million, or 2%, from USD 2,802 million in 1999 to

USD 2,754 million in 2000. In local currency terms, our gross written premiums and policy fees increased by

5%, 10% after restating 1999 premiums to remove certain commission expenses, which, in 1999 and prior

years, were shown both as gross written premiums and commission expense. 

We made considerable progress in improving our net combined ratio by 8.9 points from 114.0% in 1999 to

105.1% in 2000. This was driven by a significantly better net expense ratio, which reduced by 9.6 points to

24.1%, reflecting cost improvements due to the restructuring of our UK operations. Also contributing to this

decline was the change made in 2000 to the treatment of certain commission expenses as described above.

Continued improvements in managing claims leakage combined with improved risk selection largely offset the

effects of storm losses of USD 88 million. Our net loss ratio increased by 0.7 points to 81.0% in 2000, compared

with 80.3% in the prior year.
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Total investment income and realized capital gains decreased by USD 70 million, or 12%, due to lower

realized capital gains resulting from comparatively poorer stock market performance in 2000.

Our net income declined USD 34 million, or 16%, from USD 216 million in 1999 to USD 182 million in 2000.

Switzerland
Years

Key f igures –  Non-l i fe  Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums and policy fees 1,516 1,685 – 10%

Net income 350 235 49%

Net combined ratio 105.7% 102.7% 3.0pts

in USD millions

Switzerland accounts for 8% of our non-life insurance gross written premiums and policy fees. Our non-life

insurance gross written premiums and policy fees in Switzerland declined by USD 169 million, or 10%, from

USD 1.7 billion in 1999 to USD 1.5 billion in 2000. In local currency, our gross written premiums and policy fees

increased by 1%. This local currency growth was driven primarily by volume and rate increases in our motor,

health and third party liability lines of business. 

Our net combined ratio increased 3.0 points from 102.7% in 1999 to 105.7% in 2000. Our net loss ratio

increased by only 0.2 points despite severe natural catastrophe losses, offset by better underwriting and risk

selection. Since more of our business now pays dividends and participation in profits to policyholders, 

our policyholder dividends and participation in profits ratio increased by 1.8 points to 6.1% in 2000. Our net

expense ratio increased 1.0 points from 27.6% in 1999 to 28.6% in 2000.

Investment income increased by USD 94 million, or 51%, from USD 186 million in 1999 to USD 280 million 

in 2000 driven by shifts in our asset allocation. Realized capital gains increased by USD 128 million, or 82%, 

from USD 156 million in 1999 to USD 284 million in 2000. This increase primarily is due to realized gains on our

holdings of shares in other insurance companies.

Our net income increased by USD 115 million, or 49%, from USD 235 million in 1999 to USD 350 million 

in 2000.

Europe (excluding the United Kingdom and Switzerland) Europe (excluding the United Kingdom and

Switzerland) accounts for 22% of our gross written premiums and policy fees and is our second largest region

by premium volume.
Years

Key f igures –  Non-l i fe  Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums and policy fees 4,248 4,565 – 7%

Net income 310 410 – 24%

Net combined ratio 105.3% 103.4% 1.9pts

in USD millions

Gross written premiums and policy fees grew in local currencies by 7%, but declined by USD 317 million, 

or 7%, from USD 4.6 billion to USD 4.2 billion in US dollars due to the appreciation of the US dollar. Gross

written premiums in Germany increased in local currency by 5% as a result of rate increases in most lines of

business. In Italy, despite a government-imposed freeze on auto insurance rates which constrained growth in

this line of business, most other lines of business experienced rate increases and premium growth in local

currency. In Spain, significant growth in local currencies was experienced, particularly in auto and third party

liability lines of business due to rate increases. Gross written premium and policy fees declined in France in 

local currency.
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Our net combined ratio increased from 103.4% to 105.3% in 2000, influenced by storm losses which

increased the net loss ratio from 74.5% in 1999 to 77.0% in 2000, although these losses were offset to some

extent by the effects of our reserve review. In Italy, Spain and France, our net loss ratios improved due to a

stricter approach to underwriting and claims settlement. In Germany, the largest market in the region, we

experienced an increase in our net loss ratio. Continuing cost efficiencies resulting from organizational changes

throughout the region, for example the merger of our Nordic operations into one business unit sharing common

services, helped reduce our net expense ratio from 28.8% to 28.2%.

Investment income and realized capital gains remained stable in local currencies, but due to the appreciation

of the US dollar, reported investment income and realized capital gains declined by 17% from USD 812 million

in 1999 to USD 676 million in 2000. 

Net income declined by USD 100 million, or 24%, from USD 410 million in 1999 to USD 310 million in 2000.

Rest of the World
Years

Key f igures –  Non-l i fe  Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums and policy fees 2,387 2,043 17%

Net income 45 – 127 N/A

Net combined ratio 110.1% 127.8% – 17.7pts

in USD millions

Our Rest of the World region continues to grow in importance and now accounts for 13% of gross written

premiums and policy fees compared with 12% in 1999. Net income improved to a profit of USD 45 million in

2000 from a loss of USD 127 million in 1999, reflecting significant progress made in the region. Gross written

premiums and policy fees increased 17% from USD 2.0 billion in 1999 to USD 2.4 billion, or 20% in local

currencies. In Canada, our Peopleplus and Commercial Insurance SBUs experienced strong growth. After leading

the market in rate increases across most lines of business, we still attracted new business in Australia,

contributing to a growth in gross written premiums. In South Africa, gross written premiums increased more

than 10% in local currency. The Australian dollar and South African rand have depreciated against the US dollar,

leading to a decline in these markets in gross written premiums when translated into US dollars. Our Mexican

operations experienced exceptional growth during 2000, with gross written premiums increasing 182% primarily

due to a new joint venture with AON Insure and Ford Credit. As a result of leading the market in e-business

initiatives and new product launches in Japan, our gross written premiums have grown 35% over 1999. Taiwan

also experienced strong growth of 15%, mostly due to hardening rates in the corporate sector and improved

target marketing. Investment income and realized capital gains increased, driven by higher capital gains in

Canada and South Africa.

Our net combined ratio improved from 127.8% to 110.1% this year, influenced by rate increases, increased

volume, and a more selective approach to underwriting. In Australia, the reinsurance of a large liability book 

of business as well as the absence of large property losses contributed to improvements in our net loss ratio. In

Japan, despite some large losses, our net loss ratio remained stable. We were also able to achieve cost savings 

in Japan through efforts to improve work-flow efficiencies. Expenses also decreased substantially in Canada 

as we started to benefit from the efficiencies of the reorganization. Almost all of the Canadian back office and

support services are now being migrated to our US shared service platform, through which we anticipate

significant cost savings in the future.
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L i fe  Insurance
Years 

Key f igures –  L ife Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and insurance deposits 16,296 16,758 – 3%

New business premiums, including deposits 9,779 9,777 –

Net income 978 993 – 2%

Normalized net income 1,004 876 15%

Embedded value profit (post tax) 1,223 1,149 6%

New business profit (post tax) 112 99 13%

in USD millions

The Zurich Financial Services Group’s life insurance businesses in 2000 had another successful year despite 

the turbulence in investment markets. Gross written premiums, policy fees and insurance deposits were 

USD 16.3 billion, an increase of 6% in local currencies and after allowing for the negative impact of UK

policyholder tax. 

New business annual and single premiums increased 2% in local currency to USD 9.8 billion. There was

particularly strong new business growth in the UK and the Rest of the World with slight growth in Switzerland

and a slight decline in Europe (excluding the UK and Switzerland) in local currencies. The overall growth was

tempered by a reduction in institutional single premium business in the United States.

Net income was USD 978 million, a decrease of 2%, although a 5% increase in local currency. This included

the benefits of a USD 100 million transfer of life reserves to our non-life insurance segment. Life insurance 

net income increased by 19% after allowing for the USD 174 million of changes in accounting estimates that

inflated the 1999 result. Increased margins and lower expenses improved net income in Switzerland by 

USD 113 million. Increases in net income were also achieved in the United States. Lower investment returns and

investment market volatility adversely affected our UK life insurance business result, contributing to a reduction

in net income. 

Normalized income was USD 1.0 billion in 2000, up 15% from 1999. 

This is now the third year that embedded value results for our life insurance businesses have been included in

the annual report. Post tax embedded value profit was USD 1.2 billion, a return of 10.5%. This post-tax return

was once again well ahead of the risk discount rate of 8.8%. Each region exceeded its respective risk discount

rate. This embedded value profit of USD 1.2 billion is made up of an operating profit of USD 1.3 billion giving a

post tax operating return of 11.5% and a negative investment variance of USD 115 million. The negative

investment variance reflects the reduction in equity values that occurred during 2000.

New business contributed USD 112 million to post-tax embedded value profits, an increase of 15% in local

currency. Despite the improvement, management is focussing on a number of areas to improve new business

values. We are continuing to integrate different manufacturing sites and the development of cost-effective

platforms, particularly in the area of unit-linked or annuity products, to reduce costs and to increase the new

business value. In many of our businesses in continental Europe we are focussing on unit-linked life and asset

management products moving away from guaranteed single premium life products with their low or even

negative margins.
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United States
Years

Key f igures –  L ife Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and insurance deposits 4,087 4,163 – 2%

New business premiums including deposits 2,553 2,862 – 11%

Net income 262 223 17%

Embedded value profit (post tax) 374 288 30%

New business profit (post tax) 35 29 21%

in USD millions

Gross written premiums, policy fees and insurance deposits in the US were USD 4.1 billion, 2% lower than 

in 1999. Sales of variable annuity products increased significantly, although this was offset by a reduction in

institutional single premiums at Zurich Kemper Life.

Gross written premium at Farmers Life (which principally sells its life products through the Farmers agency

network) increased by 18% with a significant increase in agent productivity. 

Total new business premiums were USD 2.6 billion, a decrease of 11% from 1999. Institutional single

premiums at Zurich Kemper Life, which by their nature are volatile, did not match the very high levels of 1999.

This was largely compensated by a significant increase of USD 360 million in variable annuity business. At

Farmers Life, increased productivity from the Farmers agency network resulted in an increase of 29% in new

business premiums. This increase was mainly in term products and structured settlements. Farmers agents were

provided during 2000 with “LifeNet”, an electronic sales support system, which will be enhanced during 2001

to provide online applications and end-to-end processing of new business, which should contribute significantly

to its continuing growth.

Net income in the US increased by 17% to USD 262 million. Our US life insurance businesses are exploring

opportunities to leverage manufacturing and distribution platforms in order to improve efficiency. 

The post-tax embedded value profit was USD 374 million, a return of 12.1% compared to a discount rate 

of 9.0%. This return is comprised of an operating embedded value profit of 11.3% and the effect of economic

variances and changes in assumptions which added 0.8%. 

New business added USD 35 million to post-tax embedded value profit. The growth over 1999 was due to

the increase in business sold through the Farmers Agency Network, tempered by a drop in the value created 

at Zurich Kemper Life.

United Kingdom 
Years

Key f igures –  L ife Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and insurance deposits 5,804 5,868 – 1%

New business premiums including deposits 3,751 3,365 11%

Net income 298 501 – 41%

Embedded value profit (post tax) 424 380 12%

New business profit (post tax) 58 71 – 18%

in USD millions

Gross written premiums, policy fees and insurance deposits were USD 5.8 billion, an increase of 11% in local

currency after allowing for the negative impact of policyholder tax. 

New business premiums in 2000 were USD 3.8 billion, up by 12% in local currency. We had a particularly

strong performance from our IFA distribution business, including sales of asset management products, which are

not shown in the life insurance segment. 
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Net income in 2000 was USD 298 million. The 1999 net income included USD 95 million benefit from

changes in accounting estimates. Adverse stock market performance, a charge of USD 50 million to implement

further regulatory guidance on the review of past pension sales and negative exchange rate movement against

the US dollar of USD 20 million affected 2000 net income.

Post tax embedded value profit in the UK was USD 424 million, a return of 9.6%. There was a significant

negative effect from the UK stock markets in 2000. Before these economic variances, the embedded value

operating profit was 12.5%. The main contributing factors to the strong operating return were the continuing

reduction in renewal expenses, improved customer retention and strong growth in new business. This operating

profit excludes the consideration of USD 156 million for Allied Dunbar’s purchase of Abbey Life sales advisors.

New business added USD 58 million to embedded value profits, a new business post tax margin of 7.3%.

However, including the contribution from all life and asset management sales together, a total new business

margin above 10% has been maintained by the life distribution channel. Strong growth achieved in single

premium bonds and pension products led to lower average margins in 2000.

Switzerland
Years

Key f igures –  L ife Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and insurance deposits 2,615 2,864 – 9%

New business premiums including deposits 1,664 1,704 – 2%

Net income 147 34 332%

Embedded value profit (post tax) 151 240 – 37%

New business profit (post tax) – 14 – 27 52%

in USD millions

Gross written premiums, policy fees and insurance deposits were USD 2.6 billion in 2000. This represented an

increase of 3% in local currency compared to market growth of 2%. 

New business annual and single premiums increased by 3% in local currency to USD 1.7 billion. Individual

regular premium and group pension business increased while there was a further reduction in individual single

premium business. This was more than offset by the increase in sales of asset management products which more

than doubled to over USD 700 million. In the future, group pension scheme transfers arising from a change of

employment will not be counted as new business. Without these transfers, the new business premiums for

Switzerland would have been USD 645 million in 1999 and USD 566 million in 2000.  

Net income increased significantly in 2000 to USD 147 million primarily as a result of lower expenses and

increased margins due to lower policyholder bonus distributions.

Embedded value post tax profit was USD 151 million. The embedded value operating profit was 

USD 195 million producing a return of 9.9% compared to the discount rate of 7.5%. Negative economic

variances reduced the operating result by USD 44 million giving a total return of 7.7%. 

New business profitability, although greatly improved over 1999, had a negative effect on post-tax embedded

value profits of USD (14 million). Reduced bonuses on individual single premium business and the increased

emphasis on regular premium business has resulted in a positive contribution of the individual business to the

new business value. The high regulatory guarantees applying to Group business plus reduced interest rates in

the second half of 2000 had a negative impact on the new business value.  
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Europe (excluding the United Kingdom and Switzerland)
Years

Key f igures –  L ife Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and insurance deposits 2,456 2,743 – 10%

New business premiums including deposits 1,095 1,179 – 7%

Net income 120 138 – 13%

Embedded value profit (post tax) 173 183 – 5%

New business profit (post tax) 16 10 60%

in USD millions

Many of our life insurance companies in this region underwent major restructuring in 2000, with mergers of

companies, staff and systems taking place in Germany, Italy, Spain and France.

In local currencies, gross written premiums, policy fees and insurance deposits have increased by 2%, 

to USD 2.5 billion. 

New business premiums of USD 1.1 billion were down 2% in local currency. New business in Spain more 

than doubled to USD 108 million as a result of strong growth in group pension business. The Netherlands had 

strong growth of 33% due to a substantial increase in unit-linked business. Italian new business premiums

reduced by 26% due to a fall in single premium production. The Italian market recorded a drop in single

premium production, caused by a change in tax regulations that reduced the attractiveness of single premium

business compared to regular premiums. German new business was particularly strong in the last quarter of

1999 due to tax changes that were anticipated to come into effect from 2000. Consequently German new

business premiums were down 18% on the previous year.

Net income was flat in local currencies at USD 120 million. 

Post tax embedded value profit was USD 173 million, a 12.3% return. Embedded value post tax operating

profit was USD 143 million producing a return of 10.2%. Reductions in corporation tax rates in Germany, Italy,

France and Ireland made a positive contribution to economic variance, which increased the embedded value

profit by USD 30 million. 

The increase in new business value to USD 16 million came mainly from the focus on improvements in

margins in Italy. Ireland, Italy and Germany were the major contributors to the new business value.  

Rest of the World
Years

Key f igures –  L ife Insurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and insurance deposits 1,274 1,134 12%

New business premiums including deposits 716 667 7%

Net income 59 85 – 31%

Embedded value profit (post tax) 101 58 74%

New business profit (post tax) 17 16 6%

in USD millions

Gross written premiums, policy fees and insurance deposits increased by 19% in local currencies to 

USD 1.3 billion. Australia accounted for USD 578 million, or 45%, of gross written premiums, policy fees and

insurance deposits. Our direct life insurance business in Japan recorded the strongest growth of 73% in local

currency to USD 66 million with good growth also being achieved in Argentina and Chile. 
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New business premiums were USD 716 million, an increase of 7% in local currencies. New business growth

was strongest in Japan, up 87% to USD 35 million. In Argentina, unit-linked regular premium new business

increased by almost 20% and single premium business doubled resulting in a 33% increase in total. New

business premiums also grew strongly in Chile, increasing by 19% due to growth in annuity business ahead of

anticipated legislation changes. In Australia single premium deposits were lower than the previous year resulting

in a 10% reduction in new business premiums.

Net income in 1999 benefited from the USD 79 million impact of changes in accounting estimates. Net

income for 2000 was USD 59 million, which includes a USD 11 million contribution as a result of changes to the

Australian taxation system and a USD 16 million adjustment from incorporating Hong Kong into the Asia 

Pacific region. 

Post tax embedded value profit increased to USD 101 million giving an embedded value return of 13.2%

compared to a discount rate of 10.9%. The returns in Argentina, Australia, Canada, Chile and Hong Kong

exceeded the average of 13.2%. The embedded value profit for the region stemmed mainly from the profitable

new business, which added USD 17 million. Chile and Argentina made the most significant contribution to 

the new business value.
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Re insurance We are a major player in the worldwide market for reinsurance services 

and risk-financing solutions. The reinsurance segment includes reinsurance and alternative risk-financing

businesses with distinct characteristics. Through Zurich Re and affiliated companies in Germany, the US, and

Bermuda we underwrite traditional and non-traditional reinsurance. Through the Zurich Centre Group of

companies, we are also a major market player in the provision of innovative risk-financing solutions.

The reinsurance market in 2000 was characterized by continuing soft pricing conditions. More and more

signs of improved conditions emerged throughout the year however, especially in the fourth quarter during the

renewals for 2001. The market suffered above average losses from natural catastrophes, particularly through

storms and flooding in Europe. Reported net income in our reinsurance segment increased by 22%, from 

USD 188 million in 1999 to USD 230 million in 2000. This reflects improved performance at Zurich Capital

Markets and a significant tax credit. Normalized net income improved from a loss of USD 125 million in 1999 

to a profit of USD 201 million in 2000.

Improvements at the operating income level were driven mainly by net premium growth, despite the sale of

Eagle Star Re in 1999, together with higher net investment income and realized capital gains. This was partially

offset by adverse results from the European winter storms, deterioration in our North American non-life treaty

book of USD 120 million and losses from London Market finite reinsurance treaties of some USD 180 million.

The deterioration in our North American treaty book primarily results from adverse loss development on

1996–1998 underwriting years and our participation in the Unicover underwriting pool. Members of the pool

have repudiated certain of their obligations under the pool arrangements, increasing our exposure to loss.

Despite these adverse results, our net loss ratio improved from 97.5% in 1999 to 84.1% in 2000.

Total costs and expenses increased by 44% as we continued to build our global capabilities and Zurich

Capital Markets continued to expand its activities. 
Years

Key f igures –  Reinsurance ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums and policy fees 4,873 4,512 8%

Net earned premiums and policy fees 3,979 3,306 20%

Net income 230 188 22%

Normalized net income 201 – 125 N/A

Net underwriting reserves 12,027 10,548 14%

Net loss ratio 84.1% 97.5% – 13.4pts

Policyholder dividends and participation in profits ratio 5.4% 0.4% 5.0pts

Net expense ratio 25.0% 24.8% 0.2pts

Net combined ratio 114.5% 122.7% – 8.2pts

in USD millions

Zurich Re We continued to take further steps in 2000 to achieve our strategic goal to become a global leading

reinsurer, building on the capabilities needed around the world. Zurich Re opened new branches in Milan and

Paris to strengthen our presence in the European life reinsurance markets. Our global marketing strategy was

completed with a regionally focused client relationship management approach that is planned to be

implemented in early 2001.

Our global pooling of catastrophe exposures was enhanced to include other lines of business. This improves

the management of our overall risk profiles and improves our ability to deploy our capital and simultaneously

increase our capacity.

In May 2000 the strategic partnership with the Medical Defense Union, London, the UK’s leading medical

defense organization, started.

Group Reinsurance continued the process of taking over the management of the ceded reinsurance process

for the entire Group, enhancing the Group’s ability to optimize its overall risk retention while allowing the

regional businesses to individually manage and structure their underwriting capacities and risk portfolios.
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We further implemented our IT infrastructure strategy to build global platforms for the whole reinsurance

process. This global IT architecture allows us to apply a consistent pricing, underwriting, reserving and

processing methodology across Zurich Re and has resulted in improved underwriting expertise and strengthened

the quality of our services to our customers.

The e-business initiatives that we started in 1999, eFac and ZRe claim, have been further enhanced. eFac

allows customers to submit requests for coverage certificates online. ZRe claim allows customers and brokers to

review proof of loss payment and reserving histories online, as well as to track payment status.

As announced in March 2001, following a strategic review, the Group has decided to exit the assumed

reinsurance business of Zurich Re. The current intention is to accomplish this via a spin-off. Zurich Re, to be

renamed, would then become a fully independent, separately listed reinsurer, operating on a global scale.

Centre Centre focuses on structured finance and management of critical business risks faced by corporations.

Centre enables its customers to improve cash flows and capital leverage, remove problematic liabilities and 

risks from their balance sheets, improve borrowing capacity and terms and financial ratings and protect against

enterprise risk that might be considered uninsurable by traditional markets. The embedded value of Centre’s

business increased from USD 1.1 billion to USD 1.4 billion.

Formerly known as Centre Re, Centre was formed in 1988 as a reinsurer to use innovative techniques and

redefine the approach to risk in the reinsurance industry. Today, Centre is a global enterprise with offices in New

York, New Jersey, San Francisco, Bermuda, London, Dublin, Zurich, Paris, Hong Kong and Sydney. 

In 2000, Centre continued to provide customers with innovative solutions. Centre provided a guarantee that

enabled a Hong Kong start-up e-finance company to finance its business expansion model. The company was

unable to secure funding because of the downturn in technology sector financings. However, Centre recognized

that the underlying business models were founded on traditional business practices, not new technology, and

was thus able to provide credit support. Centre also supported an emerging market project finance transaction

with over USD 200 million in credit enhancement, their first in Eastern Europe and also structured an innovative

insurance policy for the first USD 50 million layer of debt, as part of a USD 300 million collateralized loan

obligation securitization.

Zurich Capital Markets Formed in 1997, Zurich Capital Markets offers our institutional clients a broad range

of structured financial solutions to risk transfer, economic, legal, tax, accounting and regulatory problems faced

by clients, such as integrating insurance and capital markets risks.

Zurich Capital Markets creates individual solutions for our clients through tailored combinations of

transactions in capital markets instruments and derivative products, the use of insurance and reinsurance, and

the purchase and sale of assets. It offers significant cross-product capabilities and expertise in various areas,

including equities, fixed income currencies and commodities. Through the credit support of the Zurich Financial

Services Group, Zurich Capital Markets has the ability to act as a principal in transactions with customers, rather

than simply as a broker. Zurich Capital Markets also manages a global securities lending facility.

Zurich Capital Markets cooperates extensively with other Group businesses and maintains an ongoing

dialogue with the Group treasury and risk management functions. Transactions illustrating Zurich Capital

Markets capabilities include the issuance of a principal protected note linked to the performance of a fund of

hedge funds managed by a leading Swiss private bank, under which Zurich Capital Markets provides 100%

principal protection to investors at maturity and a participation linked to upside performance of the fund of

hedge funds.

Zurich Capital Markets has expanded its structured finance activities to include participation in highly

structured cross-border leverage leasing transactions.
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Fa rmers  Management  Serv ices In the United States,

Farmers Group, Inc. and its subsidiaries (FGI) provide management services to the Farmers P&C Group, 

a prominent writer of personal lines and small commercial lines business. “Farmers” is the Group’s main market

brand for personal insurance in the United States. While premiums are written and claims paid by the Farmers

P&C Group, which we do not own, FGI provides management services to the Farmers P&C Group and receives 

a management fee for these services, which amounted to 13% of the Farmers P&C Group gross earned

premiums in 2000. 

In 2000, our farmers management services segment reported net income of USD 559 million, or 3% 

below 1999 net income of USD 577 million. Normalized net income was USD 531 million in 2000 against 

USD 549 million in 1999. Excluding the impact of the one off income in 1999 from the implementation of 

IAS 19, Farmers management services reported net income grew by 3% and normalized net income 

grew by 4%.

Management fees and other related revenue, which primarily consists of management fees from Farmers

P&C Group, increased by 7% over 1999 to USD 1.6 billion. This growth was primarily attributable to the

premium growth of Farmers P&C Group, which was largely driven by the acquisition of Foremost Corporation

of America in March 2000. This acquisition provides the Farmers P&C Group with an increased range of

products to market to its policyholders and provides an additional source of revenue for FGI. Taking advantage

of the distribution capability of the Farmers P&C Group’s agency force, Foremost was able to increase net

written premiums by over 6% in 2000 compared to 1999. In addition, net written premiums were up more

than 54% over the preceding year in the twelve eastern states that the Farmers P&C Group first entered back

in 1999. The potential for Farmers to build on the base it has now established in these states remains excellent.

Expenses increased 19%, reflecting the one time reduction in costs in 1999 as a result of the implementation

of IAS 19. While results in the first half of 2000 were negatively impacted by costs associated with the integration

of Foremost, operating income in the second half of the year increased nearly 10% over the corresponding

period in 1999. Investment income and realized capital gains together increased 1% in 2000.

Investment income was negatively impacted by the payment of a USD 1.1 billion special dividend in October

2000, as part of the share unification program, but was still in line with the prior year, reflecting higher yields 

on the investment portfolio.  

Years
Key f igures –  Farmers Management Services ended 31 December
(before el iminations) 2000 1999 Change

Management fees and other related revenue 1,589 1,490 7%

Management expenses and other related expenses 788 663 19%

Gross operating income 801 827 – 3%

Net investment income and realized capital gains 199 197 1%

Net income 559 577 – 3%

Normalized net income 531 549 – 3%

Gross premiums written by the Farmers P&C Group 11,800 11,107 6%

Gross operating margin 50.4% 55.5% – 5.1pts

in USD millions

Note: Gross operating margin = (management fees and other related revenue – management expenses and other related
expenses) /management fees and other related revenue
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Asset  Management We are one of the world’s largest asset managers with

USD 440.4 billion of assets under management. Our products are marketed under various brands, principally

Scudder, Threadneedle and Zurich. Our primary asset management business unit is Zurich Scudder Investments

(formerly Scudder Kemper Investments). Zurich Scudder is a global business and offers a broad range of

investment services to institutions, individuals, and intermediaries. In 2000, Zurich Scudder implemented a

regional management structure with the aim of enhancing operating efficiency, making better use of resources

and placing decision-making closer to the marketplace. In addition, the business adopted the Zurich name. 

The Group’s asset management segment recorded net income of USD 101 million in 2000, against 

USD 98 million in 1999, an increase of 3% over the prior year. Normalized net income was USD 77 million, 

8% lower compared with USD 84 million in 1999.

Asset management fee income grew by 7% driven by stronger sales and favorable market performance.

Commission income increased due to strong sales of variable annuity products, and investment income rose.

Operating expenses increased by 12% over the prior year, reflecting increased sales commissions, higher 

staff compensation, the costs of repositioning our US business and investments in new retail systems in the 

UK to handle growth. 

Total assets under management decreased slightly compared with the previous year, at USD 440.4 billion at 

31 December 2000. Investments reported on our balance sheet at 31 December 2000 totaled USD 181.3 billion,

consisting of USD 125.5 billion of our own investments and USD 55.8 billion of separate account (unit-linked)

assets. Third-party assets under management, which are not reported on our balance sheet, totaled 

USD 259.1 billion compared with USD 263.6 billion at 31 December 1999. 

The following is a review of major developments during 2000 by geographical region. 

Years
ended 31 December

Key f igures –  Asset  Management 2000 1999 Change

Asset management fee income 1,696 1,590 7%

Net income 101 98 3%

Normalized net income 77 84 – 8%

Years
ended 31 December

2000 1999 Change

Total assets under management 440,371 442,074 –

Third-party assets under management 259,090 263,636 – 2%

Zurich Financial Services’ own investments 125,490 121,644 3%

Separate account (unit-linked) assets 55,791 56,794 – 2%

in USD millions

Years
ended 31 December

Total  assets  under management by region 2000 1999 Change

United States 260,023 264,697 – 2%

United Kingdom 80,737 83,668 – 4%

Switzerland 40,655 37,883 7%

Europe (excluding the United Kingdom and Switzerland) 35,832 36,384 – 2%

Rest of the World 31,850 23,584 35%

Other – 8,726 – 4,142 – 111%

Total 440,371 442,074 –

in USD millions
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United States Total assets under management in the United States in 2000 declined by 2% to 

USD 260.0 billion. Of this total, third party assets under management totaled USD 220.9 billion, a decrease of

2% from the previous year. The decrease in third party assets under management was driven by a weakening 

in the stock market, redemptions in the long-term mutual fund business, and client losses in the institutional

business. Our US mutual fund business experienced strong gross sales in its long-term mutual fund products,

but continued to be affected by redemptions in 2000. Net sales in the US money market fund business

generated USD 6.0 billion in new assets. Our institutional business experienced slightly negative cash flows 

but there were strong inflows in our insurance asset management business. Our Private Investment Counsel

business, which manages money for high net worth individuals, experienced an increase in assets under

management of approximately 6% from the previous year.

Total revenue increased 7%, or USD 79 million, to USD 1.3 billion in 2000 as investment advisory fees grew

due to favorable market performance. 

In 2000, we saw continuing improvement from our initiatives to improve investment performance with nearly

60% of investment products, on an asset-weighted basis, being in the first or second quartile of fund

performance. In addition, a number of our funds in the United States received four- and five-star ratings from

Morningstar.

United Kingdom In the UK, our products are marketed under the Scudder Threadneedle brand name. As well

as managing institutional funds, the Group’s own assets and a broad range of life and pension funds offered 

by our UK life insurance operations, we also offer a wide range of investment services to third-party investors

and a family of retail funds to individual investors in the UK and continental Europe.

Our UK business grew strongly in 2000. Total assets under management grew in local currency to 

USD 80.7 billion at 31 December 2000. Third party assets under management and the separate account funds,

managed for our UK life operations, experienced growth in local currency, with an increase in retail sales. The

Threadneedle Investment Funds had another outstanding year of sales growth in the UK, with Threadneedle

Investments retail sales to third party customers increasing by nearly 50%. Threadneedle became the third

largest investment fund provider in the UK, up from fifth at the beginning of 2000.

Total revenue increased 21% to USD 338 million, driven by good fund performance and strong sales activity.

In 2000, over 90% of our portfolios were in the first and second quartile and for the three years ended 

31 December 2000, 94% were above average. This outstanding performance was recognized through a large

number of independent performance awards. 

Investment in new retail systems has led to improved productivity and client service. In a major survey of UK

investment advisers, Threadneedle was rated the best pure asset manager.

Switzerland Zurich Scudder Investments manages the majority of the Group’s internal portfolios in Switzerland,

together with a growing number of third-party institutional portfolios. Standard & Poor’s recognized Zurich

Scudder Investments as Switzerland’s best fund company for the year for the combined performance of Zurich

Invest funds and Swiss registered Scudder Global Opportunities Funds.

Total assets under management in Switzerland grew by 7% during 2000 to USD 40.7 billion. Third party

assets under management fell 11% to USD 8.1 billion at year-end. Total revenue decreased 9% to USD 84 million.

Europe (excluding the United Kingdom and Switzerland) Total assets under management in this region

declined 2% to USD 35.8 billion, adversely affected by the strength of the US dollar against local currencies.
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Zurich Scudder, which markets in Europe under the Zurich Scudder and Threadneedle brands, continues to

expand its institutional and retail presence into continental Europe, by growing the defined benefits business

primarily through establishing institutional sales and distribution outlets and developing a mutual funds

distribution strategy. Threadneedle Investment Funds had excellent sales growth in continental Europe,

particularly Germany and Austria. Retail sales increased by more than 300%.

Our German asset manager, Zürich Invest in Frankfurt, had strong performance in 2000, with 73% of its

funds exceeding their benchmarks.

Rest of the World Total assets under management in the rest of the world grew by 35% to USD 31.9 billion

and total revenues increased 166%. Despite costs associated with expanding distribution infrastructure in

Japan, Hong Kong, and South Korea, net income also grew. During 2000, we opened offices in Singapore and

South Korea, with USD 472 million in assets under management at year-end in Singapore. South Korea is

awaiting clearance of its investment management license. The Japan equity fund has beaten its benchmark by

an average of 15% for the past five years and took in over USD 1 billion in institutional assets last year.
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Zur ich F inanc ia l  Serv ices’ Investments
Our core investment strategy is to focus on high quality and liquid securities. We are very selective in real estate,

choosing only properties in good locations with quality construction. In line with our investment policy, currency

exposure relative to liabilities is generally matched locally so that changes in exchange rates do not have a

material impact on the investment performance at the local level.

The market environment was characterized by the significant decline in technology stocks and sinking world

equity markets. With the exception of Switzerland, most major equity markets had very weak performance in

2000. The S&P 500 Index declined by over 10%, and the Euroland and UK equity markets each declined 5%.

The swing from Telecom/Media/Technology (TMT) stocks to Pharmaceuticals, Foods, and Financials stocks favored

the Swiss equity market, with the SPI Index gaining 11% in 2000. Ten-year US Treasury bond yields decreased

from 6.4% in January to 5.1% in December. Bond performance was strong throughout the US as well as 

the UK and Euro markets. Developments on the foreign exchange markets were characterized by a strong and

volatile US dollar. At its highest level in 2000, the US dollar cost approximately 1.2 euros or 1.8 Swiss francs. 

By the end of the year, the US dollar had weakened, and the euro and the Swiss franc ended down 6% and

1%, respectively, against the US dollar.

Our own investment portfolio increased by 3% in 2000 despite the strong US dollar. Net investment income

increased by 1%. Net realized capital gains decreased by 53% from USD 5.0 billion in 1999 to USD 2.3 billion 

in 2000. Excluding the net realized capital gains attributable to reclassified trading assets, net realized capital

gains decreased 30% in 2000.

In the asset mix of our own investments, fixed maturities account for 58.4%, a decrease of 1.0 point over

1999. The share of equity investments increased 1.4 points. The asset mix by currency indicates that four major

currencies make up 96% of the total investments: USD assets account for 34%, CHF for 23%, GBP for 20%

and EUR for 19%. 

Years
Zurich F inancial  Services Group’s  ended 31 December
own investments 2000 1999 Change

Total 125,490 121,644 3%

in USD millions

Percentage breakdown by:

Fixed maturities 58.4% 59.4% – 1.0pts

Equity securities 23.0% 21.6% 1.4pts

Real estate 4.9% 5.7% – 0.8pts

Mortgage loans 3.6% 3.8% – 0.2pts

Policyholder, collateral and other loans 2.7% 2.7% –

Short-term investments and cash 5.7% 5.3% 0.4pts

Other 1.7% 1.5% 0.2pts

The shift in market sentiment toward value equity investing and the strong performance of the US bond

market allowed us to achieve our strategic investment performance goals for the year 2000. Our equity

portfolios exceeded their respective market benchmarks in most of the countries.

The overall investment return of our investment portfolios in 2000, based on the sum of investment income,

net realized gains and the change in unrealized gains and losses, expressed as a percentage of average

investments during the year, was 6.2%. This is an increase of 1.9 points compared to 1999. Current investment

income contributed 5.2% and realized gains 1.9%, while the change in unrealized capital gains reduced the

return by 0.9%.
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United States The United States is our largest market with approximately 6 million

customers and 36% of our gross written premiums, policy fees and insurance deposits. Including the gross

written premiums written by Farmers P&C Group, to which we provide management services, but do not own,

the United States accounts for 51% of our total premium volume and more than 16 million customers. The

combined activities of the Farmers P&C Group and Zurich Financial Services Group rank as the third largest 

non-life insurer in the United States.

Farmers Group, Inc. provides management services to the Farmers P&C Group, which primarily writes

personal lines and small commercial business. Our Zurich US Business Unit serves commercial and international

customers. Specialized solutions are provided by Universal Underwriters, Fidelity and Deposit, Empire Fire and

Marine and Zurich Risk Management Services (US).

Our life insurance operations are primarily carried out through Zurich Kemper Life and Farmers Life. We are a

leading provider of term and bank-owned life insurance (BOLI) to the US market. During 2001, we will change

the name of Zurich Kemper Life to Zurich Life, to fully leverage the Zurich brand and to end brand confusion

with Kemper. In addition, we have received New York Insurance Department approval to open a new life

insurance company in New York.

Our US life insurance operations introduced ten new life, annuity and funding agreement products during

2000 to fulfill customer needs. As a result of these new products, as well as favorable mortality and increased

premium in general, our life operations grew this year. A Customer Touch Point Strategy has been developed to

improve the entire customer relationship with Zurich Kemper Life. In addition, our e-business strategy includes

the development of online account access and application acceptance.

Cost management initiatives in our US life insurance operations include a consolidation of data centres and 

a reduction in the number of locations. Several e-business initiatives will reduce costs through the automation of

the manufacturing process and the implementation of self-service on the Internet, including application entry

and data collection for new business underwriting.

A combination of initiatives, including an expanded array of products, establishment of new strategic alliances

and personalized customer relationship management will help us to continue to increase our non-life insurance

business. Various e-business initiatives and strategic alliances will eventually allow a broad range of customer

contacts to be carried out over the Internet. Already customers can report a loss by phone, fax or Internet.

In 2000, Farmers completed the implementation of its Revised Pricing Mechanism program which enables

Farmers to better segment the auto insurance market by combining risk-based pricing with credit scoring at the

point of sale. Farmers also completed the rollout of its Agency Dashboard to the entire agency force in its core

29-state territory. The Agency Dashboard is a secure Internet website that the Farmers agency force can use to

obtain forms, manuals, sales brochures and online training, as well as the latest news agents need. In the rapidly

evolving US personal lines market place, it gives Farmers’ agents a major competitive edge.

Our non-life insurance operations experienced improved productivity during 2000, resulting in decreased

expenses. Plans are already in place to further consolidate shared services and eliminate redundant

manufacturing centres. To further lower costs, we intend to exploit technology and e-business opportunities. For

example, Internet-based product distribution costs less than traditional distribution channels yet has the

advantage of increased customer service and responsiveness.  

Years
Key f igures –  L ife and Non-l i fe  Insurance combined ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and insurance deposits 12,553 10,835 16%

Net income 664 874 – 24%

in USD millions
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Un i ted K ingdom The UK is our second largest market with approximately 6 million

customers and 24% of our gross written premiums, policy fees and insurance deposits. We operate using a

number of distinct brands, including Zurich, Eagle Star, Allied Dunbar and Zurich Scudder, formerly Scudder

Threadneedle, supported by a single back office. 

Life insurance is our largest business by premium volume representing 68% of gross written premiums, 

policy fees and insurance deposits. Our life insurance business’ distribution is mainly through the Allied Dunbar

Franchise Network, which competes in the direct sales force channel, and Zurich IFA Group, which services

Independent Financial Advisers. Our strategy is to exploit market growth through leveraging our multiple brands

and distribution channels, by increasing productivity and deepening and broadening relationships across our

large customer base. 

Our UK life insurance operations’ multi-distribution channel strategy continued to be very successful in 2000.

The smooth integration of 745 former Abbey Life advisers into Allied Dunbar’s Franchise Network together with

additional recruitment from within the industry brought the total Franchise Network to almost 4,700 advisers,

the largest life distribution force in the UK. The channel achieved new business growth of 15% in local currency

on an annual premium equivalent basis.

The growth in Independent Financial Adviser (IFA) new business premiums at 22% in local currency was

equally impressive as we pursued our strategy of substantially growing our market share. Sales through IFAs

have more than doubled over the past three years. Investment sales through IFAs were particularly encouraging

in 2000 with overall growth in local currency of 46%. 

We expect the UK life, pensions and investment market to continue to expand as consumers become

increasingly aware of their financial needs. This expansion will continue with the introduction of stakeholder

pensions in 2001. The market remains highly competitive. We are confident that our strong brand, multi-

channel distribution approach and focus on value for money solutions, leave us well positioned for success.

Our UK non-life insurance operations continued to make good progress in 2000. We have, in local currency,

increased our gross written premiums by 5% while our net combined ratio improved from 114.0% to 105.1%.

This is further evidence of our success in focussing on profitable underwriting and we continue to walk away

from business that does not meet our criteria. During the year, we received the coveted “Insurer of the Year”

award from the UK Insurance Industry. Going forward, our strategic priority is to build on the achievement of

our business transformation program, accelerating performance improvement and delivering strong profitable

growth as the insurance market in the UK continues to harden. 

Throughout 2000, we have further developed our e-commerce capabilities. All of our UK non-life insurance

companies have Internet sites, which provide services including direct sales, product information, support for

brokers and even intermediated sales. Eagle Star, our direct personal lines business, has continued to develop its

Internet services, with 10% of new business transacted over its website. It has also successfully developed two

e-community sites, within its target markets, providing not only financial services to customers but also

information, advice and products relevant to their profession.

We launched UK Enterprise in 2000 with the aim of identifying and accelerating our e-commerce initiatives

that have the most potential and ensuring that the maximum benefit is obtained for the Group. During the year,

we commenced development of a new personalized financial portal that will provide information on a

comprehensive range of insurance, investment and banking services and products to our customers. Excellent

progress has been made and the first stage is due for launch during 2001.

Years
Key f igures –  L ife and Non-l i fe  Insurance combined ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and deposits 8,558 8,670 – 1%

Net income 480 717 – 33%

in USD millions
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Switzer land Switzerland is our third largest single insurance market, generating 

12% of our total gross written premiums, policy fees and insurance deposits and encompassing approximately

1.5 million customers. Switzerland is growing in significance to our asset management business as well.

Individual market segments in life and non-life insurance and asset management are targeted through eight

strategic business units (SBU). We operate principally under the Zurich brand name, but, due to the strength 

of their names in specific areas, our SBUs Alpina and Geneva are active in the market under their own brands.

We are the second largest Swiss non-life insurer and the third largest life insurer. 

Based on strong product innovation and the integration of new distribution channels, predominantly through

strategic partnerships, non-life insurance gross written premiums increased by 1% in local currency. This

increase was achieved against a backdrop of fierce pricing competition and slow market growth in several lines

of business. 

The Swiss economy in general experienced real GDP growth of more than 3% in 2000 and the unemployment

rate fell to less than 2%. This economic recovery has contributed to the strong growth in demand for

investment type life products and our asset management products. Life insurance gross premiums increased by

2%, primarily as a result of a major increase in group life single premiums as well as an increase in periodic

premiums. The decline in individual single premiums was more than offset by the good results achieved in the

asset management segment. 

Due to innovative products, increased marketing efforts and investments in our human capital, we were able

to strengthen our market position as provider of asset management solutions. Assets under management

totaled CHF 2.5 billion at the end of 2000, an increase of CHF 1.3 billion over last year. 

In 2000, we made significant progress towards capitalizing on the huge potential offered by e-business

technologies and continued to put our Total Customer Care Strategy into practice. We launched new e-business

initiatives and expanded others, such as Zurich Invest Bank’s presence on the Internet as of January 2000. The

Internet access now allows clients to conduct banking transactions on-line. Zurich Invest Bank, the first Swiss

bank without branches, is thus able to provide services over the Internet, over the phone and by mail. To

enhance insurance distribution, we created a new Internet site through which the users can not only calculate

their premiums but at the same time can search for a car or offer a car for sale. We further expanded our

network of Help Points, unique drive-in facilities for automobile claims handling and customer mobility, 

to 24 sites throughout Switzerland. During 2000, we officially inaugurated eleven “Financial Advisory Centers”,

located in major Swiss cities. These centers offer integrated financial consulting, in conjunction with expert

external partners, serving as local distribution, contact and service centers for high-income and wealthy 

private persons.

We continue taking significant measures to improve our Swiss results including cost reduction efforts and

reviewing our underwriting criteria. We have invested to expand our asset management activities and our 

e-business capabilities, with the aim of substantially improving our revenue base and product density in the 

near future.

Years
Key f igures –  L ife and Non-l i fe  Insurance combined ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and deposits 4,131 4,549 – 9%

Net income 497 269 85%

in USD millions
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Europe (exc lud ing UK and Switzer land)
This region has approximately 6.6 million customers and a 19% share of our total gross written premiums,

policy fees and insurance deposits. We are present in all major European countries. Germany, Italy, Spain and

France are our largest markets in this region and account for 37%, 16%, 15% and 5%, respectively of gross

written premiums and policy fees within this region. As a result of our reorganization announced in October

2000, our European operations will be grouped into two regions: “Northern Europe”, and “Southern Europe”,

with the aim of focussing more closely on related markets. To increase our operating efficiency and to reduce

costs, we will establish common service platforms within each region. 

Germany We reorganized our German operations in 2000 to maximize efficiency, reduce administrative expense,

increase underwriting capacity and leverage brand awareness, merging non-life insurance operations into 

Zürich Agrippina Versicherung Aktiengesellschaft and life operations into Zürich Agrippina Lebensversicherung

Aktiengesellschaft. At the same time, we integrated the sales forces of our previously separate life and non-life

insurance operations. In addition to cost savings, we have made progress in expanding our e-commerce

capabilities in Germany. Approximately 10% of all new business in our German operations are now generated

via the Internet.

Italy We also reorganized our Italian life insurance operations in 2000 to reduce costs and maximize brand

awareness, merging the Italian branch of Zurich Life Insurance into Zurich Investments Life S.p.A. Regulatory

and tax matters have significantly affected our businesses in Italy in 2000. A government freeze on auto

insurance rates constrained the growth of our non-life insurance operations, while changes in tax law have

shifted sales of our life products away from traditional life insurance towards investment type products. In 2000,

we began to transform one of our asset management businesses into a full service online bank. Further initiatives

have been undertaken in 2000 to sell non-life products via the Internet on our own sites as well as through 

third party portals. We have successfully increased the number of customers and product density in Italy through

alliances formed with local banks, car dealers and hypermarkets. 

Spain Our operations in Spain grew significantly in 2000, helped by a growth rate in the Spanish economy in

excess of the European average, a general increase in non-life market rates and changes in tax law, making unit-

linked policies more attractive. We have also reorganized our operations in Spain to consolidate most of our

operations into one non-life insurance company, Zurich España, and one life insurance company, Zurich Vida.

We have made significant progress in our e-commerce capabilities in Spain including, for example, a portal

targeting foreign residents living in Spain.

France We are actively targeting new customers in the French market in both our life and non-life insurance

businesses, through strategic partnerships and by enhancing our e-commerce capabilities. Our French non-life

insurance operations have signed strategic partnerships with EMAP, a leading senior citizen affinity group, to sell

our products to its members and with Honda, to sell our products under the “Honda Assurances” label in its car

dealerships. In e-commerce, we have completed our full service website for our Zuritel operations in 2000 and

developed online payment capabilities for our customers. We have also continued to focus on customer service,

offering our homeowner policyholders the option of arranging for repairs rather than paying claims, which

proved to be very popular after the December 1999 storms.
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Other countries Throughout the rest of our European operations, we have similarly focused on enhancing our

efficiency, reducing costs, servicing customers and enhancing our e-commerce capabilities. In Belgium and

Luxembourg, we have successfully merged our back-office functions to maximize efficiency and minimize costs.

Our Austrian subsidiary, Zurich Kosmos, won an award for having one of the four best customer service

websites in Europe.

Years
Key f igures –  L ife and Non-l i fe  Insurance combined ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and deposits 6,704 7,308 – 8%

Net income 430 548 – 22%

in USD millions
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Rest  of  the Wor ld The markets that compose the Rest of the World region

account for USD 3.7 billion of gross written premiums, policy fees and insurance deposits, 10% of our Group

total and nearly 4 million customers. Our main operations in the rest of the world are in Canada, Australia,

South Africa, Japan, Chile and Taiwan. Following the announcement of our recent reorganization, we will

manage our Australian and Asian operations under a new “Asia Pacific” management region and our Latin

American businesses will also be grouped together with the aim of focussing more closely on related markets.

Each region will establish common service platforms to increase operating efficiency and to reduce costs.

Canada Our Canadian Peopleplus group insurance operations have experienced very fast growth in the past

year, attracting a number of new employer groups and increasing premiums by 60% in local currency. These

increases are expected to continue as we further to develop broker relations and pursue more joint ventures

with other companies. In addition, our Canadian and US operations have successfully collaborated to launch a

web-enabled front end in early 2001. Our life insurance operations also grew this year due to strong sales 

of employee benefit products, which operations were then sold at the end of the year. The restructuring of our

Canadian non-life and life insurance operations last year contributed to cost savings ahead of plan this year.

Australia In Australia, we launched an integrated solution to the small business market during 2000, including

a fully functional web portal and a range of asset management, life and non-life insurance products. Our

underlying non-life insurance operations grew due to better pricing and underwriting along with a strong level

of retention of business and significant rate increases. These rate increases are expected to continue through

2001. In our life insurance and asset management operations, we launched an administrative support service for

independent distributors on a fee for service basis. We plan to extend this service to non-life distributors during

2001. This will deepen our relationship with distributors by relieving them of administrative responsibilities. 

Asia Competition within the Japanese market is fierce. We are now ranked 14th in the country in terms of

customer preference, a strong accomplishment since we were not ranked in previous years. Our Japanese life

insurance operations’ gross written premiums increased 73% in local currency during the year. Since we

launched our website in 1999, our e-commerce premiums have more than doubled each quarter. New product

launches and a focus on improved customer service and consultation have increased customer density. Our 

non-life insurance operations also continue to grow despite two shock losses during the year, one of which was

a one in two hundred year catastrophe. Our Taiwanese life and non-life insurance operations continued to 

grow in 2000 as a result of hardening rates in the corporate sector as well as increased focus on direct marketing

campaigns to targeted groups, including a new agency sales channel to serve the more affluent market.

Other countries Our Chilean life insurance operations continued to grow in 2000, posting very strong results.

To generate further growth in Chile and the rest of the Latin America region, we are building a new customer

relationship model that includes a network of Independent Financial Advisors, new strategic alliances and 

e-business initiatives. This will result in improved customer service and increased customer contact and will

therefore increase our customer base and density.
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Also in Latin America, we purchased a majority stake in La Boliviana Ciacruz, Bolivia’s leading insurance group.

We are now ranked number one in Bolivia in terms of compulsory car insurance sales.

In South Africa, we successfully launched Golden Eagle during the year, our new business-to-business 

e-commerce initiative. Coupled with consolidations in the market, this pushed non-life insurance premium

growth to more than 10% in local currency.

Years
Key f igures –  L ife and Non-l i fe  Insurance combined ended 31 December
(before el iminations) 2000 1999 Change

Gross written premiums, policy fees and deposits 3,661 3,177 15%

Net income 104 – 42 N/A

in USD millions
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Notes 2000 1999

Revenues

Gross written premiums and policy fees 30,410 29,216

Less premiums ceded to reinsurers – 4,887 – 4,184

Net written premiums and policy fees 25,523 25,032

Net change in reserve for unearned premiums – 763 – 196

Net earned premiums and policy fees 16 24,760 24,836

Farmers management fees and other related revenue 8 1,589 1,490

Asset management fee income 1,557 1,450

Net investment income 9 6,158 6,096

Net realized capital gains 9 2,330 3,321

Net gains attributable to reclassified trading assets 9 – 1,647

Other income 1,037 1,208

Total revenues 37,431 40,048

Benefits ,  losses and expenses

Non-life losses and loss adjustment expenses 16 – 13,333 – 12,832

Death and other life insurance benefits 16 – 5,382 – 5,489

Increase in future life policyholders’ benefits 16 – 1,479 – 3,131

Policyholder dividends and participation in profits – 1,024 – 2,807

Underwriting and policy acquisition costs 16 – 4,148 – 3,066

Farmers management expenses and other related expenses – 788 – 663

Other operating and administrative expenses – 6,266 – 5,587

Interest expense – 1,400 – 1,069

Amortization of goodwill and intangible assets 12 – 442 – 227

Total benefits, losses and expenses – 34,262 – 34,871

Operating income 3,169 5,177

Income tax expense 19 – 739 – 1,860

Net income before minority interests 2,430 3,317

Net income applicable to minority interests – 102 – 53

Net income 2,328 3,264

in USD millions

Basic earnings per share 29 27.55 38.54

Diluted earnings per share 29 27.41 38.41

in USD 
The notes to the consolidated financial statements are an integral part of these consolidated financial statements.
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Assets Notes 2000 1999

Investments 9

Fixed maturities:

Held-to-maturity 711 1,116

Available-for-sale 69,822 69,134

Trading 2,717 1,959

Equity securities:

Available-for-sale 20,641 21,074

Trading 8,237 5,182

Real estate 6,109 6,905

Mortgage loans 4,557 4,601

Policyholder, collateral and other loans 3,335 3,261

Investments in associates 23 1,181 996

Other investments 1,082 926

Short-term investments 1,820 1,864

Cash and cash equivalents 26 5,278 4,626

Total investments 125,490 121,644

Other assets

Receivables from policyholders 2,542 2,054

Receivables from agents, brokers and intermediaries 2,690 2,488

Other receivables 4,134 3,618

Accrued investment income 1,584 1,578

Reinsurance assets 16 14,905 12,680

Deferred policy acquisition costs 10 9,193 9,160

Real estate held for own use and fixed assets 11 2,685 2,653

Goodwill 12 1,094 1,008

Present value of profits of acquired insurance contracts (PVP) 12 1,265 1,411

Other intangible assets 12 1,519 1,580

Attorney-in-fact relationships 12 1,196 1,239

Deferred income taxes 19 4,911 5,417

Other assets 2,364 2,708

Separate account (unit-linked) assets 13 55,791 56,794

Total other assets 105,873 104,388

Total assets 231,363 226,032

in USD millions
The notes to the consolidated financial statements are an integral part of these consolidated financial statements.
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Liabi l i t ies  and shareholders ’  equity Notes 2000 1999

Liabi l i t ies

Reserves for losses and loss adjustment expenses, gross 14 35,736 37,904

Reserves for unearned premiums, gross 16 8,666 8,128

Future life policyholders’ benefits, gross 15 46,550 45,580

Policyholders’ contract deposits and other funds, gross 15 18,516 17,928

Other insurance reserves 2,702 2,541

Funds held under reinsurance contracts 3,111 2,027

Obligation to repurchase securities 9 2,043 748

Deferred income taxes 19 8,139 9,692

Accrued expenses 2,599 2,489

Deferred front-end fees 2,498 2,237

Other liabilities 10,812 8,666

Debt related to banking and capital markets activities 17 3,583 1,649

Senior debt 17 4,346 2,812

Subordinated debt 17 1,531 1,590

Separate account (unit-linked) liabilities 57,243 58,719

Total liabilities 208,075 202,710

Minority interests 18 2,614 1,546

Shareholders ’  equity

Common stock, CHF 10 par value, 
authorized: 94,386,001 and 110,714,638 shares, respectively
issued: 83,886,001 and 85,313,687 shares, respectively 22 626 635

Treasury stock (nominal value), 398,234 and 452,697 shares, respectively – 2 – 4

Additional paid-in capital (capital reserve) 7,712 8,255

Net unrealized gains on investments 9 4,076 4,333

Cumulative translation adjustments – 387 406

Retained earnings 8,649 8,151

Total shareholders’ equity 20,674 21,776

Total liabilities and shareholders’ equity 231,363 226,032

in USD millions
The notes to the consolidated financial statements are an integral part of these consolidated financial statements.
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Notes 2000 1999

Cash f lows from operat ing act iv it ies

Operating income 3,169 5,177

Adjustments for:

Net realized capital gains on investments 9 – 2,330 – 3,321

Net gains attributable to reclassified trading assets 9 – – 1,647

Equity in income of investments in associates 23 54 – 35

Interest credited to policyholder contract deposits 510 516

Universal life and investment contract policy fee income – 335 – 355

Depreciation and amortization 907 540

Share based compensation expense 113 149

Changes in operational assets and liabilities:

Deferred policy acquisition costs – 590 – 1,661

Reinsurance assets – 1,339 736

Other receivables and payables 8 713

Reserves for unearned premiums 832 249 

Reserves for losses and loss adjustment expenses – 1,024 – 2,018

Future life policyholders’ benefits 3,077 4,094

Other policyholders’ funds 516 959

Other insurance reserves 175 373

Separate account (unit-linked) – 333 – 94

Net changes in all other operational assets and liabilities 1,502 323

Cash provided by operating activities 4,912 4,698

Income taxes paid – 1,137 – 1,111

Net cash provided by operating activities 3,775 3,587

in USD millions
The notes to the consolidated financial statements are an integral part of these consolidated financial statements.
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2000 1999

Cash f lows from invest ing act iv it ies

Proceeds from sales and maturities of investments in fixed maturities 45,473 62,474

Purchases of fixed maturities – 48,454 – 69,494

Proceeds from sales of equity securities 18,161 24,232

Purchases of equity securities – 21,461 – 24,538

Proceeds from sales of investment real estate 772 395

Additions to investment real estate – 322 – 332

Proceeds from sales of other investments 3,936 2,309

Purchases of other investments – 4,298 – 1,390

Net decrease in short-term investments 67 1,812

Net additions to fixed assets – 570 – 626

Acquisitions of companies, net of cash acquired – 65 –

Disposals of companies, net of their cash balances – 326

Investments in associates, net – 146 – 308

Dividends from associates 4 6

Net cash used in investing activities – 6,903 – 5,134

Cash f lows from f inancing act iv it ies

Deposits on universal life and investment contracts 2,256 1,961

Withdrawals from universal life and investment contracts – 1,685 – 1,484

Proceeds from sale and repurchase agreements 1,253 495

Dividends paid to shareholders – 1,830 – 763

Cash utilized in share repurchase – 664 –

Issuance of preferred stock by subsidiaries 1,405 513

Proceeds from issuance of debt 6,317 6,787

Payments on debt outstanding – 3,027 – 5,524

Net cash provided by financing activities 4,025 1,985

Effect of exchange rate changes on cash and cash equivalents – 245 – 260

Change in cash and cash equivalents 652 178

Cash and cash equivalents at 1 January 4,626 4,448

Cash and cash equivalents at 31 December 5,278 4,626

in USD millions
The notes to the consolidated financial statements are an integral part of these consolidated financial statements.

Supplemental  disc losures of  operat ing cash f low information

Other interest income received 5,281 5,462

Dividend income received 530 620

Other interest expense paid – 1,141 – 909

in USD millions
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Treasury
Number of Common stock

shares issued stock (nominal value)

Balance, 31 December 1998, as previously reported 85,087,874 634 – 4

Implementation of accounting policy 
IAS 38 “Intangible Assets” – – –

Implementation of accounting policy 
SIC 12 “Consolidation – Special Purpose Entities” – – –

Balance, 31 December 1998, restated 85,087,874 634 – 4

Change in net unrealized gains on investments 
(excluding translation adjustments) – – –

Translation adjustments – – –

Change in net gains and losses not 
recognized in the income statement – – –

Issuance of common stock 225,813 1 –

Exercise of convertible bonds – – –

Treasury stock transactions – – –

Net income – – –

Dividends – – –

Balance, 31 December 1999 85,313,687 635 – 4

Change in net unrealized gains on investments
(excluding translation adjustments) – – –

Translation adjustments – – –

Change in net gains and losses not 
recognized in the income statement – – –

Net issuance/(cancellation) of common stock – 1,427,686 – 9 –

Exercise of convertible bonds – – –

Treasury stock transactions – – 2

Net income – – –

Dividends – – –

Special dividend in respect of share unification – – –

Balance, 31 December 2000 83,886,001 626 – 2

in USD millions, except number of shares
The notes to the consolidated financial statements are an integral part of these consolidated financial statements.
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Net 
Additional unrealized Cumulative Total

paid-in gains on translation Retained shareholders’
capital investments adjustments earnings equity

8,170 7,303 833 5,821 22,757

– – – – 266 – 266

– – 92 3 95 6

8,170 7,211 836 5,650 22,497

– – 2,109 – – – 2,109

– – 769 – 430 – – 1,199

– – 2,878 – 430 – – 3,308

59 – – – 60

12 – – – 12

14 – – – 14

– – – 3,264 3,264

– – – – 763 – 763

8,255 4,333 406 8,151 21,776

– – 85 – – – 85

– – 172 – 793 – – 965

– – 257 – 793 – – 1,050

– 633 – – – – 642

52 – – – 52

38 – – – 40

– – – 2,328 2,328

– – – – 875 – 875

– – – – 955 – 955

7,712 4,076 – 387 8,649 20,674
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Farmers
Non-life Life Management Asset

Insurance Insurance Reinsurance Services Management Eliminations Total

Direct written premiums and policy fees 17,321 7,388 398 – – 296 25,403

Assumed written premiums 1,578 74 4,475 – – – 1,120 5,007

Gross written premiums and policy fees 18,899 7,462 4,873 – – – 824 30,410

Less premiums ceded to reinsurers – 4,577 – 498 – 809 – – 997 – 4,887

Net written premiums and policy fees 14,322 6,964 4,064 – – 173 25,523

Net change in reserve for 
unearned premiums – 659 – 19 – 85 – – – – 763

Net earned premiums and policy fees 13,663 6,945 3,979 – – 173 24,760

Farmers management fees and 
other related revenue – – – 1,589 – – 1,589

Asset management fee income – 10 – – 1,696 – 149 1,557

Net investment income 1,767 3,324 1,060 130 74 – 197 6,158

Net realized capital gains 1,147 723 303 69 88 – 2,330

Other income 487 292 296 – 15 – 53 1,037

Total revenues 17,064 11,294 5,638 1,788 1,873 – 226 37,431

Inter-segment 116 – 24 – 281 – 26 – 11 226 0

Non-life losses and 
loss adjustment expenses – 10,256 – 115 – 3,096 – – 134 – 13,333

Death and other life insurance benefits – 93 – 4,861 – 284 – – – 144 – 5,382

Increase in future life policyholders’ benefits – 2 – 1,517 36 – – 4 – 1,479

Policyholder dividends and 
participation in profits – 98 – 710 – 216 – – – – 1,024

Underwriting and policy acquisition costs – 2,391 – 994 – 763 – – – – 4,148

Farmers management expenses
and other related expenses – – – – 788 – – – 788

Other operating and 
administrative expenses – 2,681 – 1,127 – 761 – 9 – 1,592 – 96 – 6,266

Interest expense – 649 – 664 – 355 – 43 – 17 328 – 1,400

Amortization of goodwill and
intangible assets – 29 – 241 – 27 – 43 – 102 – – 442

Total benefits, losses and expenses – 16,199 – 10,229 – 5,466 – 883 – 1,711 226 – 34,262

Operating income 865 1,065 172 905 162 – 3,169

Income tax expense – 353 – 87 105 – 346 – 58 – – 739

Net income before minority interests 512 978 277 559 104 – 2,430

Net income applicable to minority interests – 52 – – 47 – – 3 – – 102

Net income 460 978 230 559 101 – 2,328

in USD millions
The notes to the consolidated financial statements are an integral part of these consolidated financial statements.
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Farmers
Non-life Life Management Asset

Insurance Insurance Reinsurance Services Management Eliminations Total

Net cash provided by/(used in) 
operating activities – 230 2,261 1,809 644 654 – 1,363 3,775

Net cash provided by/(used in) 
investing activities 2,087 – 4,527 – 5,403 850 – 266 356 – 6,903

Net cash provided by/(used in) 
financing activities – 1,657 1,107 4,653 – 1,558 – 76 1,556 4,025

Purchases of real estate held for own use, 
fixed assets, goodwill and intangible assets 315 439 111 92 162 – 1,119

Depreciation of real estate held 
for own use and fixed assets – 213 – 73 – 28 – 99 – 52 – – 465

Interest income 1,584 3,018 944 122 47 – 321 5,394

At 31 December 2000

Fixed maturities 19,663 43,335 10,494 302 234 – 778 73,250

Equity securities 9,180 13,995 4,464 242 997 – 28,878

Real estate 2,150 3,735 28 87 109 – 6,109

Short-term investments and
cash and cash equivalents 2,616 3,585 2,448 154 1,026 – 2,731 7,098

Other investments 3,129 7,524 5,330 801 112 – 6,741 10,155

Total investments 36,738 72,174 22,764 1,586 2,478 – 10,250 125,490

Total segment assets after consolidation 
of investments in affiliates 61,267 143,892 30,533 3,770 6,412 – 14,511 231,363

Total segment liabilities 57,099 134,265 26,699 1,606 2,917 – 14,511 208,075

Reserves for losses and loss adjustment 
expenses, net 18,838 413 8,419 – – – 602 27,068

Reserves for unearned premiums, net 5,937 208 1,338 – – – 7,483

Future life policyholders’ benefits, net 57 43,542 2,268 – 63 – – 210 45,594

Policyholders’ contract deposits 
and other funds, net 596 17,687 2 – 75 – – 2 18,208

Total underwriting reserves, net 25,428 61,850 12,027 – 138 – – 814 98,353

Ceded
Underwrit ing reserves Gross reinsurance Net

Reserves for losses and loss adjustment 
expenses 35,736 8,668 27,068

Reserves for unearned premiums 8,666 1,183 7,483

Future life policyholders’ benefits 46,550 956 45,594

Policyholders’ contract deposits 
and other funds 18,516 308 18,208

Total at 31 December 2000 109,468 11,115 98,353

in USD millions
The notes to the consolidated financial statements are an integral part of these consolidated financial statements. 
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Farmers
Non-life Life Management Asset

Insurance Insurance Reinsurance Services Management Eliminations Total

Direct written premiums and policy fees 15,890 8,037 689 – – 256 24,872

Assumed written premiums 1,322 49 3,823 – – – 850 4,344

Gross written premiums and policy fees 17,212 8,086 4,512 – – – 594 29,216

Less premiums ceded to reinsurers – 3,836 – 369 – 739 – – 760 – 4,184

Net written premiums and policy fees 13,376 7,717 3,773 – – 166 25,032

Net change in reserve for 
unearned premiums 306 – 35 – 467 – – – – 196

Net earned premiums and policy fees 13,682 7,682 3,306 – – 166 24,836

Farmers management fees and 
other related revenue – – – 1,490 – – 1,490

Asset management fee income – 5 1 – 1,590 – 146 1,450

Net investment income 1,828 3,625 799 124 34 – 314 6,096

Net realized capital gains 1,549 1,181 472 73 46 – 3,321

Net gains attributable to
reclassified trading assets – 1,647 – – – – 1,647

Other income 510 545 195 – 21 – 63 1,208

Total revenues 17,569 14,685 4,773 1,687 1,691 – 357 40,048

Inter-segment 74 98 – 473 – 12 – 44 357 0

Non-life losses and 
loss adjustment expenses – 10,071 – 71 – 2,763 – – 73 – 12,832

Death and other life insurance benefits 23 – 4,880 – 542 – – – 90 – 5,489

Increase in future life policyholders’ benefits – 4 – 3,223 83 – – 13 – 3,131

Policyholder dividends and 
participation in profits – 90 – 2,703 – 14 – – – – 2,807

Underwriting and policy acquisition costs – 2,515 85 – 636 – – – – 3,066

Farmers management expenses
and other related expenses – – – – 663 – – – 663

Other operating and 
administrative expenses – 2,447 – 1,153 – 494 – 12 – 1,424 – 57 – 5,587

Interest expense – 628 – 624 – 173 – 48 – 14 418 – 1,069

Amortization of goodwill and 
intangible assets – 18 – 45 – 17 – 43 – 104 – – 227

Total benefits, losses and expenses – 15,750 – 12,614 – 4,556 – 766 – 1,542 357 – 34,871

Operating income 1,819 2,071 217 921 149 – 5,177

Income tax expense – 389 – 1,081 – 5 – 344 – 41 – – 1,860

Net income before minority interests 1,430 990 212 577 108 – 3,317

Net income applicable to minority interests – 22 3 – 24 – – 10 – – 53

Net income 1,408 993 188 577 98 – 3,264

in USD millions
The notes to the consolidated financial statements are an integral part of these consolidated financial statements.
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Farmers
Non-life Life Management Asset

Insurance Insurance Reinsurance Services Management Eliminations Total

Net cash provided by/(used in) 
operating activities – 1,410 3,749 1,698 287 76 – 813 3,587

Net cash provided by/(used in) 
investing activities 621 – 4,292 – 2,132 110 – 197 756 – 5,134

Net cash provided by/(used in)
financing activities 939 794 266 – 433 21 398 1,985

Purchases of real estate held for own use, 
fixed assets, goodwill and intangible assets 439 140 187 39 96 – 1 900

Depreciation of real estate held 
for own use and fixed assets – 270 – 62 – 30 – 57 – 49 1 – 467

Interest income 1,538 3,319 785 119 21 – 415 5,367

At 31 December 1999

Fixed maturities 20,810 42,173 8,438 578 220 – 10 72,209

Equity securities 9,262 14,728 1,580 334 352 – 26,256

Real estate 2,654 4,037 45 59 110 – 6,905

Short-term investments and
cash and cash equivalents 2,511 2,247 1,194 218 711 – 391 6,490

Other investments 2,359 6,929 4,665 1,391 18 – 5,578 9,784

Total investments 37,596 70,114 15,922 2,580 1,411 – 5,979 121,644

Total segment assets  after consolidation
of investments in affiliates 60,979 143,708 21,027 4,689 5,554 – 9,925 226,032

Total segment liabilities 55,517 133,984 18,819 1,483 2,832 – 9,925 202,710

Reserves for losses and loss adjustment 
expenses, net 22,088 878 8,266 – – – 489 30,743

Reserves for unearned premiums, net 5,542 265 1,295 – – – 7,102

Future life policyholders’ benefits, net 38 43,881 976 – 23 – – 244 44,628

Policyholders’ contract deposits 
and other funds, net 509 17,044 11 – 22 – 67 17,609

Total underwriting reserves, net 28,177 62,068 10,548 – 45 – – 666 100,082

Ceded
Underwrit ing reserves Gross reinsurance Net

Reserves for losses and loss adjustment 
expenses 37,904 7,161 30,743

Reserves for unearned premiums 8,128 1,026 7,102

Future life policyholders’ benefits 45,580 952 44,628

Policyholders’ contract deposits 
and other funds 17,928 319 17,609

Total at 31 December 1999 109,540 9,458 100,082

in USD millions
The notes to the consolidated financial statements are an integral part of these consolidated financial statements.
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1.  Basis  of  preparat ion

Until 17 October 2000, Zurich Financial Services Group (the Group) had a dual holding company structure. The

Group’s two holding companies, Allied Zurich p.l.c. and Zurich Allied AG were listed on the London Stock

Exchange and SWX Swiss Exchange, and held 43% and 57% of the old Zurich Financial Services (now renamed

Zurich Group Holding), respectively. 

On 17 April 2000, the Boards of Zurich Group Holding, Allied Zurich and Zurich Allied announced an

agreement to simplify and unify the Group structure under a single Swiss holding company (the unification)

listed on the SWX Swiss Exchange, with a secondary listing on the London Stock Exchange. On 26 April 2000,

the new holding company, Zurich Financial Services, was incorporated. Zurich Allied was merged with Zurich

Financial Services through a statutory merger under Swiss law and Zurich Allied shareholders received one Zurich

Financial Services share for every one Zurich Allied share. Allied Zurich ordinary shares were cancelled and 

Allied Zurich shareholders were issued one Zurich Financial Services share for every 42.928 Allied Zurich shares.

On 17 October 2000, the unification was completed when trading in Zurich Financial Services shares started 

on the SWX Swiss Exchange and the London Stock Exchange.

The Group’s consolidated financial statements have been restated to retroactively reflect the completion of

the unification of the Group on 17 October 2000, for all periods presented.

Adjustments resulting from the unification include adjustments from the consolidation of Allied Zurich 

and Zurich Allied, the reclassifications in shareholders’ equity and the deduction of treasury stock from 

shareholders’ equity.

The following is a summary of the adjustments resulting from the unification:

Table 1
Unif icat ion

Balance sheet posit ions 31 December 1999

Total assets 

Total assets before unification1 226,595

Equity securities – 188

Short-term investments 7

Cash and cash equivalents 2

Total assets after unification and before implementation of IAS 38 and SIC121 226,416

Total liabilities and shareholders’ equity

Total liabilities and shareholders’ equity before unification1 226,595

Common stock – 557

Treasury stock (nominal value) – 4

Additional paid-in capital (capital reserve) 457

Net unrealized gains on investments – 65

Retained earnings – 10

Total liabilities and shareholders’ equity after unification and before implementation of IAS 38 and SIC121 226,416

in USD millions

Includes deferred tax gross up of USD 5,417 million (see Note 3t)

Statement of  income posit ions 1999

Net income before unification 3,260

Net investment income – 2

Net realized capital gains – 6

Other operating and administrative expenses – 4

Net income after unification and before implementation of IAS 38 and SIC 12 3,248

in USD millions

1
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2.  Implementat ion of  new accounting standards

(a)  IAS 38 “ Intangible Assets”

International Accounting Standard IAS 38,“Intangible Assets”, was implemented as of 1 January 2000. As a

result of this new standard, the asset representing the attorney-in-fact relationships is being amortized 

over 40 years whereas previously it was not being amortized. In accordance with the transitional provisions of

IAS 38 and under the benchmark treatment of IAS 8, this change in accounting policy has been accounted 

for retrospectively and the comparative consolidated financial statements have been restated to conform with

the changed policy.

The cost value of the intangible asset reflects the fair value of the attorney-in-fact relationships at the date 

of acquisition, which was assigned as a portion of the purchase price when Farmers Group, Inc. was acquired in

December 1988. The cost value of the intangible asset was USD 1,709 million and the related deferred tax

liability USD 644 million.

The following is a summary of the adjustments resulting from the implementation of IAS 38:

Table 2.1

IAS 38 “ Intangible Assets”

Balance sheet posit ions 31 December 1999

Attorney-in-fact relationships 

Cost value 1,709

Accumulated amortization – 470

Restated carrying value 1,239

Related deferred income tax liability

Deferred income tax liability 644

Release – 177

Restated carrying value 467

Retained earnings

Retained earnings after unification 8,306

Effect of change in accounting policy – 293

Retained earnings restated before implementation of SIC12 8,013

in USD millions

Statement of  income posit ions 1999

Net income after unification 3,248

Increase in amortization of intangible assets – 43

Decrease in income tax expense 16

Net income restated before implementation of SIC12 3,221

in USD millions

(b)  S IC 12 “Consol idat ion –  Special  Purpose Entit ies”

Standing Interpretation Committee SIC 12, “Consolidation – Special Purpose Entities” (SPEs), was implemented

as of 1 January 2000. SIC 12 requires that SPEs be consolidated when the substance of the relationship between

an entity and the SPE indicates that the SPE is controlled by the entity. The implementation of SIC 12 has

resulted in the consolidation of certain investment funds held by life insurance, non-life insurance and

reinsurance entities in Germany and certain SPEs established by Zurich Capital Markets in the ordinary course 

of its business. 

Under the benchmark treatment of IAS 8, this change in accounting policy has been accounted for

retrospectively and the comparative consolidated financial statements have been restated to conform with the

changed policy. 

The following is a summary of the adjustments resulting from the implementation of SIC 12:
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Table 2.2

SIC 12 “Consol idat ion –  Special  Purpose Entit ies”

Balance sheet posit ions 31 December 1999

Total assets 

Total assets after unification and implementation of IAS 38 225,946

Fixed maturities 1,300

Equity securities – 1,452

Cash and cash equivalents 202

Accrued investment income 36

Total assets restated 226,032

Total liabilities and shareholders’ equity

Total liabilities and shareholders’ equity after unification and implementation of IAS 38 225,946

Policyholders’ contract deposits and other funds 50

Deferred income taxes 6

Other liabilities 19

Net unrealized gains on investments – 114

Cumulative translation adjustments – 13

Retained earnings 138

Total liabilities and shareholders’ equity restated 226,032

in USD millions

Statement of  income posit ions 1999

Net income after unification and implementation of IAS 38 3,221

Net investment income – 44

Net realized capital gains 158

Policyholder dividends and participation in profits – 42

Income tax expense – 29

Net income restated 3,264

in USD millions

(c )  IAS 19 (Revised 1998)  “Employee Benefits”

International Accounting Standard IAS 19 (revised 1998), “Employee Benefits”, was implemented as of 

1 January 1999.

The effect of the implementation of this new IAS standard was a reduction of expenses of USD 197 million 

for the defined benefit pension plans and USD 10 million for the other post-retirement benefits before taxes. 

As permitted by the transitional provisions of IAS 19, the Group accounted for the impact of this change 

in accounting as a reduction of expenses of USD 153 million, net of taxes, in the statement of income in 1999.

3.  Summary of  s ignif icant accounting pol ic ies

The Group is involved in a wide range of non-life insurance and life insurance, reinsurance, management services,

asset management and related businesses. The holding company, Zurich Financial Services, is incorporated in

Zurich, Switzerland. The Group operates in more than 60 countries and territories worldwide through subsidiaries

and branch offices. The consolidated financial statements of the Group have been prepared under the historical

cost convention as modified by the revaluation of certain investments, in accordance with International

Accounting Standards (IAS) and comply with Swiss law. IAS does not contain guidelines governing the

accounting treatment of transactions which are specific to insurance products. In such cases, as envisioned in

the IAS framework, the provisions embodied in United States generally accepted accounting principles (US GAAP)

have been applied.

(a)  Consol idat ion pr inciples

The Group’s consolidated financial statements include the assets, liabilities, equity, revenues and expenses of

Zurich Financial Services and its subsidiaries. A subsidiary is an entity in which Zurich Financial Services owns,
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directly or indirectly, more than 50% of the outstanding voting rights, or which it otherwise has the power to

control. The results of subsidiaries acquired are included in the consolidated financial statements from the

effective date of acquisition. The results of subsidiaries which have been sold during the year are included up 

to the date of disposal. The profit and loss on sale is calculated by reference to the net asset value at the date 

of disposal, adjusted for purchased goodwill previously written off directly to shareholders’ equity prior to 

1 January 1995 upon acquisition and cumulative translation adjustments. All significant intercompany balances,

profits and transactions have been eliminated.

Associates and partnerships where the Group has the ability to exercise significant influence as well as joint

ventures where there is joint control are accounted for using the equity method.

(b)  Foreign currency translat ion and transact ions

Foreign currency translation: In view of the international nature of the Group and the fact that more of its

business is transacted in US dollars (USD) than in any other currency, the consolidated financial information

is reported in US dollars. Assets and liabilities of all branches and subsidiaries (including the holding company)

expressed in currencies other than US dollars are translated at the end-of-period exchange rates, while

statements of income are translated at average exchange rates for the period. The resulting translation

differences are recorded directly in shareholders’ equity as cumulative translation adjustments.

Foreign currency transactions: Outstanding balances in foreign currencies arising from foreign currency

transactions are translated at end-of-period exchange rates. Revenues and expenses are translated using the

exchange rate at the date of the transaction or a weighted average rate. The resulting exchange differences are

recorded in the consolidated statement of income.

(c )  Non- l i fe  insurance operat ions 

Premiums: Upon inception of the contract, premiums are recorded as written and are earned primarily on a 

pro-rata basis over the term of the related policy coverage. However, for those contracts for which the period 

of risk differs significantly from the contract period, such as insurance policies on seasonal recreational vehicles,

premiums are earned over the period of risk in proportion to the amount of insurance protection provided. 

The unearned premium reserve represents the portion of the premiums written relating to the unexpired terms

of coverage.  

Deferred policy acquisition costs: Acquisition costs, representing commissions, premium taxes and other

underwriting expenses, which vary with and are directly related to the production of business, are deferred 

and amortized over the period in which the related written premiums are earned. Deferred policy acquisition

costs are periodically reviewed to determine that they do not exceed recoverable amounts, after considering

future investment income.

Losses: Losses and loss adjustment expenses are charged to income as incurred. Unpaid losses and loss

adjustment expenses represent the accumulation of estimates for ultimate losses and include provisions for

losses incurred but not yet reported (IBNR). The methods of determining such estimates and establishing 

the resulting reserves are continually reviewed and updated. Resulting adjustments are reflected in current

income. The Group does not discount its loss reserves, other than for settled claims with fixed payment terms.

(d)  L i fe insurance operat ions

Recognition of insurance income and related expenses: Premiums from traditional life insurance contracts,

including participating contracts and annuity policies with life contingencies are recognized as revenue when due

from the policyholder. Benefits and expenses are provided against such revenue to recognize profits over the

estimated life of the policies. Moreover, for single premium and limited pay contracts, premiums are recorded as

income when due with any excess profit deferred and recognized in income in a constant relationship to the

insurance in-force or, for annuities, the amount of expected benefit payments.

Amounts collected as premiums from investment type contracts such as universal life, unit-linked and unitized

with-profits contracts, are reported as deposits. Revenue from these contracts consists of policy fees for the cost

of insurance, administration and surrenders during the period. Front-end fees are recognized over the estimated

life of the contracts. Policy benefits and claims that are charged to expense include benefit claims incurred 

in the period in excess of related policyholder contract deposits and interest credited to policyholder deposits.

Deferred policy acquisition costs: The costs of acquiring new business including commissions,

underwriting, marketing and policy issue expenses, which vary with and are directly related to the production 

of new business, are deferred. Deferred policy acquisition costs are subject to recoverability testing at the time

of policy issue and at the end of each accounting period.
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Deferred policy acquisition costs for participating traditional life insurance contracts where the contribution

principle method applies to the allocation of policyholder dividends are amortized over the expected life of the

contracts as a constant percentage of estimated gross margins. Estimated gross margins include anticipated

premiums and investment results less benefits and administration expenses, changes in the net level premium

reserve and expected policyholder dividends, as appropriate. Estimated gross margins are estimated regularly

with deviations of actual results from estimated experience reflected in earnings.

Deferred policy acquisition costs for other traditional life insurance and annuity policies are amortized 

over the expected life of the contracts as a constant percentage of expected premiums. Expected premiums are

estimated at the date of policy issue and are consistently applied throughout the life of the contract unless

premium deficiency occurs.

Deferred policy acquisition costs for investment type contracts such as universal life, unit-linked and unitized

with-profits contracts are amortized over the expected life of the contracts based on a constant percentage of

the present value of estimated gross profits expected to be realized over the life of the contract. Estimated gross

profits include expected amounts to be assessed for mortality, administration, investment and surrender less

benefit claims in excess of policyholder balances, administrative expenses and interest credited. Estimated gross

profits are revised regularly and the interest rate used to compute the present value of revised estimates of

expected gross profits is the latest revised rate applied to the remaining benefit period. Deviations of actual

results from estimated experience are reflected in earnings. 

The impact on the deferred policy acquisition cost asset of the change in unrealized gains or losses on

investments is recognized through an offset to unrealized gains or losses at the balance sheet date.

Unamortized deferred policy acquisition costs associated with internally replaced contracts that are, 

in substance, contract modifications, continue to be deferred and amortized. Costs associated with internally

replaced contracts that are, in substance, new contracts, are written off.

Future life policyholders’ benefits and policyholders’ contract deposits: These represent the estimated

future policyholder benefit liability for traditional life insurance policies and non unit-linked investment

contracts, respectively. 

For participating traditional life insurance policies where the contribution principle method applies to the

allocation of policyholder dividends, future policy benefit liabilities are calculated using a net level premium

method on the basis of actuarial assumptions equal to guaranteed mortality and interest rates.

Future life policyholders’ benefits for other traditional life insurance policies are calculated using a net level

premium valuation method based on actuarial assumptions as to mortality, persistency, expenses and investment

return including a margin for adverse deviation. The assumptions are established at policy issue and remain

unchanged except where premium deficiency occurs. 

Future life policyholders’ benefits include the value of accumulated declared bonuses or dividends that have

been vested to policyholders. 

Policyholders’ contract deposits represent the accumulation of premium received less charges plus declared

dividends.

The policyholders’ share of unrealized gains or losses which may be paid in the future in respect of assets is

included in future life policyholders’ benefits offsetting the policyholders’ share of the change in unrealized

gains and losses during the year. 

Separate account (unit-linked) assets and liabilities: These represent funds maintained to meet specific

investment objectives of policyholders who bear the investment risk. Investment income and investment gains

and losses accrue directly to policyholders. Also the assets of each account are segregated and management

believes that they are not subject to claims that arise out of any other business of the company. The assets and

liabilities are carried at market value. Deposits, withdrawals, net investment income, and realized and unrealized

capital gains and losses are included in the separate account assets and liabilities and are not reflected in 

the consolidated statement of income. The costs of insurance, policy administration, investment management,

surrender charges and certain policyholder taxes assessed against the policyholders’ account balances are

included in policy fee revenue.

(e)  Reinsurance 

The Group’s insurance and reinsurance subsidiaries assume and/or cede reinsurance in the normal course of

business. Reinsurance assets include the balances due from both insurance and reinsurance companies for paid

and unpaid losses and loss adjustment expenses, ceded unearned premiums, ceded future life policy benefits

and funds held under reinsurance treaties. Amounts recoverable from reinsurers are estimated in a manner

consistent with the claim liability associated with the reinsured policy. Reinsurance is recorded gross in the

consolidated balance sheet unless a right of offset exists.
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Reinsurance contracts are assessed to ensure that underwriting risk, defined as the reasonable possibility of

significant loss, and timing risk, defined as the reasonable possibility of a significant variation in the timing 

of cash flows, are transferred by the ceding company to the reinsurer. Those contracts that do not transfer both

risks, referred to in total as insurance risk, are accounted for using the deposit method. A deposit asset or

liability is recognized based on the consideration paid or received less any explicitly identified premiums or fees

to be retained by the ceding company. Deposits for contracts that transfer only significant underwriting risk 

are subsequently measured based on the unexpired portion of coverage until a loss is incurred, after which the

present value of expected future cash flows under the contract is added to the remaining unexpired portion 

of coverage. Changes in the deposit amount are recorded in the income statement as an incurred loss. Deposits

that transfer only timing risk, or no risk at all, are accounted for using the interest method. Future cash flows

are estimated to calculate the effective yield, and revenue and expense are recorded as interest income or

expense. The effect of contracts with indeterminate risk is not included in the determination of net income until

sufficient information becomes available to reasonably estimate the impact.

( f )  Farmers Management Services

Operations: Farmers Group, Inc. (Farmers), a wholly owned subsidiary of the Group, provides management

services to the Farmers Insurance Exchange, Fire Insurance Exchange and Truck Insurance Exchange, their

respective subsidiaries and Farmers Texas County Mutual Insurance Company (the Farmers P&C Group). The

Group has no ownership interest in the Farmers P&C Group. 

Farmers provides the following management services to the Farmers P&C Group: risk selection, preparation

and mailing of policy forms and invoices, premium collection, management of the investment portfolios and

certain other administrative and managerial functions. The Farmers P&C Group is responsible for its own claims

functions, including the settlement and payment of claims and claims adjustment expenses. It is also responsible

for the payment of agent commissions and the payment of its premium and income taxes.

Management fee income: Fee revenue for the provision of management services to the Farmers P&C Group

is calculated as a percentage of gross premiums earned by the Farmers P&C Group.  

Management expenses: These expenses consist primarily of salaries and employee benefits, property and

equipment expenses and other general and administrative expenses. 

(g)  Asset  management operat ions

Revenue consists principally of investment management fees, distribution fees from mutual funds, commission

revenue from the sale of mutual fund shares and transfer agent fees.

Revenues from investment management and distribution fees are based on a contractual fee arrangement

applied to assets under management and recognized as earned when the service has been provided.

Transfer agent fees are based on a cost per account and transaction based fees. For mutual funds a

component of the transfer agent fee can be a contractual fee arrangement applied to assets under management.

Transfer agent fees are recognized when services have been provided per the contract. Commission revenue is

recognized on the trade date when the Group’s performance obligation is complete and the fees are payable.

Additionally, revenue can be earned from performance fees, which are based upon the achievement of

performance levels in excess of predetermined contractual benchmarks. Performance fees are recognized when

earned per the contract and payable. 

Commissions and certain operating expenses related to the sale of back-end mutual funds have been deferred.

These costs are amortized in relation to the distribution and contingent revenue earned on these mutual 

funds. The Group periodically reviews and updates its assumptions made in determining projected revenues and

amortization periods are adjusted accordingly.

(h)  Investments 

Fixed maturities classified as held-to-maturity are those, which the Group has the ability and positive intent to

hold to maturity; these investments are carried at amortized cost. Fixed maturities and equity securities which

the Group buys with the intention to resell in the near term are classified as trading and are carried at fair value

with the related unrealized gains or losses reflected in current period income. The remaining fixed maturities and

equity securities are classified as available-for-sale; these investments are carried at fair value. 

When declines in values of securities below cost or amortized cost are considered to be other than temporary,

a charge is recorded in the consolidated statement of income for the difference between cost or amortized 

cost and estimated net realizable value. “Other than temporary declines” are decreases in the cost or amortized

cost of the security that the Group believes will not be recovered in the near term, and are identified by
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considering various factors such as the financial condition of the issuer, the market value and the expected

future cash flows of the security.

The realized gain or loss on disposal is based on the difference between the proceeds received and the carrying

value of the investment plus any unrealized gains or losses of the investment using the specific identification

method. The amortization of premium and accretion of discount on available-for-sale and held-to-maturity

investments in fixed maturities is computed using the effective interest method and is recorded in current period

income. Dividends on equity securities are recorded as revenue on the ex-dividend date, the date that the

dividends become payable to the holders of record.

Real estate held for investment purposes is recorded at fair value. Fair values are determined internally by

professionally qualified valuers on an annual basis with reference to current market conditions. Periodically,

external valuations are performed. No depreciation is recorded for real estate held for investment. The gain or

loss on disposal is based on the difference between the proceeds received and the carrying value of the

investment.

Unrealized gains or losses on investments carried at fair value, except those designated as trading, are recorded

in shareholders’ equity net of deferred income taxes, certain life policyholder dividends and other policyholder

liabilities, certain life deferred acquisition costs and minority interest. Unrealized gains or losses on investments

designated as trading are recognized in current period income.

Policyholder loans, mortgage loans on real estate, collateral loans and other loans are carried at unpaid

principal balances. Impairment of mortgage loans on real estate and collateral loans is generally measured based

on the present value of expected future cash flows discounted at the loan’s effective interest rate subject to the

fair value of the underlying collateral. When a decline in the value of these assets is considered to be other than

temporary, a charge is recorded in the consolidated statement of income for the difference between carrying

value and estimated net realizable value. Interest income on impaired loans is recognized as cash when received. 

Certain partnerships are engaged exclusively in making investments in direct private equity, private equity

funds, and hedge funds. In the partnerships, these investments are carried at fair value, with changes in fair

value being taken to income. These partnerships are accounted for under the equity method, or are consolidated

when the substance of the relationship between the Group and the partnership indicates that the partnership 

is controlled by the Group.

Short-term and other investments are recorded at cost, which approximates fair value.

( i )  Der ivat ive instruments

General

Derivative financial instruments include swaps, futures, forwards and option contracts, all of which derive their

value mainly from underlying interest rates, foreign exchange rates, commodity values or equity instruments. 

A derivative contract may be traded on an exchange or over-the-counter (OTC). Exchange-traded derivatives are

standardized and include futures and certain option contracts. OTC derivative contracts are individually negotiated

between contracting parties and include forwards, caps, floors and swaps. Derivatives are subject to various 

risks similar to those related to the underlying financial instruments, including market, credit and liquidity risk. 

The notional or contractual amounts associated with derivative financial instruments are not recorded as

assets or liabilities on the balance sheet as they do not represent the potential for gain or loss associated with

such transactions.

Premiums paid for derivatives are recorded as an asset on the balance sheet at the date of purchase. Premiums

paid for freestanding derivatives are then recognized in the income statement when the derivative is exercised or

expires worthless. Premiums paid for hedging derivatives are amortized in line with the related hedge.

Interest rate and currency swaps: Interest rate swaps are contractual agreements between two parties to

exchange periodic payments in the same currency, each of which is computed on a different interest rate basis,

on a specified notional amount. Most interest rate swaps involve the net exchange of payments calculated 

as the difference between the fixed and floating interest payments. Currency swaps, in their simplest form, are

contractual agreements that involve the exchange of both periodic and final amounts in two different

currencies. Exposure to loss on both types of swap contracts will increase or decrease over their respective lives

as a function of maturity dates, interest and foreign exchange rates, and the timing of payments. 

Interest rate futures, forward and options contracts: Interest rate futures are exchange-traded instruments

and represent commitments to purchase or sell a designated security or money market instrument at a specified

future date and price. Interest rate forward agreements are OTC where two parties agree on an interest rate and

other terms that will become a reference point in determining, in concert with an agreed notional principal

amount, a net payment to be made by one party to the other, depending on what rate in fact prevails at a
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future point in time. Interest rate options, which consist primarily of caps and floors, are interest rate protection

instruments that involve the obligation of the seller to pay the buyer an interest rate differential in exchange 

for a premium paid by the buyer. This differential represents the difference between current rate and an agreed

rate applied to a notional amount. Exposure to loss on all interest rate contracts will increase or decrease over

their respective lives as interest rates fluctuate. For interest rate futures and exchange-traded options, the

Group’s exposure to off-balance sheet credit risk is limited, as these transactions are executed on organized

exchanges that assume the obligation of the counterparty and generally require security deposits and daily

settlement of margins.

Foreign exchange contracts: Foreign exchange contracts, which include spot, forward and futures contracts,

represent agreements to exchange the currency of one country for the currency of another country at an agreed

price and settlement date. Foreign exchange option contracts are similar to interest rate option contracts, 

except that they are based on currencies, rather than interest rates. Exposure to loss on these contracts will

increase or decrease over their respective lives as currency exchange and interest rates fluctuate. For exchange-

traded foreign exchange contracts, the Group’s exposure to off-balance sheet credit risk is limited, as these

transactions are executed on organized exchanges that assume the obligation of counterparties and generally

require security deposits and daily settlement of margins.

The Group uses certain of the above derivatives for hedging purposes and others for non-hedging purposes.

The accounting treatment for hedging and non-hedging derivatives is discussed below.

Non-hedging derivat ive instruments

Trading assets and trading liabilities include option premiums paid and received and receivables from and

payables to counterparties which relate to unrealized gains and losses on futures, forwards, options and swaps

and balances due from and to clearing brokers and exchanges. Futures, forwards and options purchased and

written, as well as swaps purchased, are accounted for as contractual commitments on a trade date basis. The

instruments are measured at fair value. Realized and unrealized gains and losses are reflected in current period

income. Fair values of these instruments are based on closing exchange quotations. If quoted market prices 

are not available, then fair values are estimated using pricing models, quoted prices of similar instruments with

similar characteristics or discounted cash flows. The Group’s trading activities involve the use of derivative

financial instruments in the normal course of business. These instruments generally include forwards, futures,

options and swaps. 

Derivat ive instruments for  hedging

Derivatives and other financial instruments are used principally to hedge exposures or modify exposures to

interest rate and foreign currency risks. These instruments are accounted for on an accrual basis when they are

designated to hedge a specific asset or liability and they reduce the exposure to the interest rate or foreign

currency risk of the hedged item. Revenues and expenses from hedging instruments are recorded in the category

appropriate to the related hedged asset or liability. Gains and losses on derivatives designated as hedges are

recognized in income in the period in which they are settled along with the gains and losses on the hedged item.

When the derivative is no longer deemed to be an effective hedge, previous gains or losses, which were not

offset by changes of the hedged item, are recognized in income immediately. When a derivative is sold and the

hedging relationship terminated, previously deferred gains or losses are also recognized in income immediately.

If a hedged item is terminated prior to its related hedging derivative, the derivative is treated as a freestanding

derivative and previously deferred changes of the fair value of the derivative are recognized in income

immediately.

( j )  Obl igat ion to repurchase securit ies

Sales of securities under agreements to repurchase are accounted for as collateralized transactions and are

recorded at their contracted repurchase amount plus accrued interest. The Group minimizes the credit risk that

counterparties to transactions might be unable to fulfill their contractual obligations by monitoring customer

credit exposure and collateral value and generally requiring additional collateral to be deposited with the Group

when deemed necessary.

(k)  Cash and cash equivalents

Cash amounts represent cash on hand and demand deposits. Cash equivalents are short-term, highly-liquid

investments with original maturities of 90 days or less.
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( l )  Real  estate held for  own use and f ixed assets

Real estate (buildings) held for own use and fixed assets are carried at cost less accumulated depreciation and

any necessary write-downs. The costs of these assets are depreciated principally on a straight-line basis over 

the following estimated useful economic lives: buildings 25 to 50 years; furniture and fixtures 5 to 10 years; 

and computer equipment and software 3 to 5 years. Real estate (land) is carried at cost less any necessary write-

downs. Maintenance and repair costs are charged to income as incurred; costs incurred for major improvements

are capitalized and depreciated. Gains and losses on disposal of fixed assets and real estate held for own use 

are determined by reference to their carrying amount.

(m) Goodwil l ,  present value of  prof its  of  acquired insurance contracts  

and other intangibles

The Group’s acquisitions of other companies are accounted for under the purchase method, whereby the

purchase price is allocated to the fair value of assets and liabilities acquired at the date of acquisition with any

residual amount allocated to goodwill. Goodwill on acquisitions prior to 1995 has been charged directly 

against shareholders’ equity. Goodwill is amortized using the straight-line method over its estimated economic

life. Goodwill is presumed to have a five-year economic life but can be extended to a twenty-year maximum if

justifiable. In determining the period of amortization, the Group considers the expected period of benefits 

to be received from the acquired company which is based on factors such as the type of business, the duration

of the underlying insurance contracts, customer relationships and distribution networks. 

The present value of profits of acquired insurance contracts is amortized over the expected life of the policies

acquired based on a constant percentage of the present value of estimated gross profits (margins) expected to

be realized or the premium recognition period, as appropriate.

Other intangibles primarily consist of brand names and are amortized using the straight-line method over

their estimated economic life, currently 20 years.  

(n)  Attorney- in-fact  relat ionships

When Farmers was acquired in December 1988, a portion of the purchase price was assigned to the attorney-in-

fact relationships. The purchase price represented the future value of the relationship between Farmers Group,

Inc. and the Exchanges. The carrying value is amortized on a straight-line basis over 40 years. In determining the

period of amortization, the Group considered the well-established relationship between Farmers Group, Inc. 

and the Exchanges. Market demand for Exchange products is not expected to change, nor does the Group

expect that its competitors will take actions in the foreseeable future that could adversely affect the Group’s

estimated economic life of the asset. All economic benefits from the attorney-in-fact relationships can be drawn

now and the Group believes that ability to do so will extend over the remaining estimated economic life of the

asset.

(o)  Income taxes

Deferred income taxes are provided for all temporary differences, which are based on the difference between

financial statement carrying amounts and income tax bases of assets and liabilities using enacted income 

tax rates and laws. Deferred tax assets are recognized to the extent that their recoverability is deemed to be

probable. Losses for tax purposes are treated as a deferred tax asset to the extent it is probable that the losses

can offset future taxable income and is allowed by the applicable local tax laws and regulations.

Taxes payable by either the holding company or its subsidiaries on distribution to the holding company of the

undistributed profits of subsidiaries are recognized as deferred income taxes unless a distribution of those profits

is not intended or would not give rise to a tax liability.

(p)  Employee benefits

The operating companies in the Group provide employee retirement benefits under principally two types of

arrangements: defined benefit plans providing specified benefits and defined contribution plans. The assets of

these plans are generally held separately from the Group’s general assets in trustee-administered funds. Defined

benefit plan obligations and contributions are determined periodically by qualified actuaries using the projected

unit credit method. The Group’s expense related to these plans is accrued over the employees’ service periods

based upon the actuarially determined cost for the period. Actuarial gains and losses are normally spread over

the average remaining service lives of employees. Contributions to the defined contribution pension plans are

charged to the consolidated statement of income as they become due. 
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Post-retirement benefits are also provided for certain employees and are primarily funded internally. The cost

of such benefits is accrued over the service period of the employee based upon the actuarially determined 

cost for the period.

The Group recognizes the expense related to incentive plans over the relevant performance period. With regard

to sharebased compensation, the Group uses a fair value based method of accounting. Expense recorded for

share based compensation takes into account the fair value of the shares or options to be awarded at the date

of grant less any amount paid by the employee.

(q)  Convert ible debt and debt with stock purchase warrants

Both convertible debt and debt with stock purchase warrants include a liability component and an equity

component for the right to convert the liability into Zurich Financial Services’ shares. At the time of issuance, 

the equity component is recorded as an adjustment to shareholders’ equity. The difference between the carrying

amount of the liability and its nominal value is amortized until maturity as a component of interest expense.

( r )  Treasury stock

Treasury stock is deducted from equity at its nominal value of CHF 10 per share. Differences between this

amount and the amount paid for acquiring, or received for disposing of treasury shares, are recorded in additional

paid-in capital in shareholders’ equity.

(s )  Recognit ion and measurement of  impaired assets

The Group reviews its assets annually to determine potential impairment. If the recoverable amount is less than

the carrying amount of the asset, an impairment loss is recognized. The recoverable amount is measured as 

the higher of an asset’s net selling price, defined as market price less the costs of disposal, or its value in use,

which is the present value of the estimated future cash flows expected to arise from the use of the asset 

and from its disposal at the end of its useful life. The impairment loss is measured as the difference between 

the carrying amount of the asset and its recoverable amount.

( t )  Reclass if icat ions

During 1999, the Group reviewed its presentation of income taxes attributable to policyholders on certain

United Kingdom life insurance products. Taxes paid by United Kingdom life businesses, in respect of life insurance

business, are based on investment income less allowable expenses. To the extent that these taxes exceed the

amount that would have been payable in respect of the shareholders’ share of taxable profits, it is normal

practice for United Kingdom life businesses to recover this tax from policyholders. While in the Group’s case the

company has the contractual right to charge policyholders for the taxes attributable to their share of investment

income less expenses, the obligation to pay the tax authority rests with the company and therefore, the full

amount of tax including that charged to policyholders is accounted for as an income tax. Therefore, the Group

reclassified tax attributable to United Kingdom life insurance policyholder earnings from operating expenses to

income tax expense, which now includes an element attributable to policyholders (see Note 19). In addition,

deferred tax on unrealized gains on separate account assets related to certain United Kingdom unit-linked

policies is now included as income tax expense and an accrual for future policy fees to recover the tax charge is

included in gross written premiums and policy fee revenue. These changes have no impact on net income or

retained earnings.

The 1999 geographical and industry segments have been reclassified to conform to the 2000 Group

presentation due to more appropriate classification of business units from one segment to another, predominantly

certain internal reinsurance units are now classified under the reinsurance segment.

In 2000, the deferred tax assets and liabilities are presented gross on the balance sheet as “Deferred income

tax assets” and “Deferred income tax liabilities”. The 1999 presentation has been adjusted to conform to 

the 2000 presentation. 1999 assets and liabilities have been increased by USD 5,417 million as a result of the

change. There is no impact on the 2000 or 1999 statement of income or retained earnings.

(u)  New accounting pronouncements 

The International Accounting Standards Committee ( IASC) has issued the following new or revised standards,

which are required to be adopted by the Group in the future:

IAS 40, “Investment Property”, effective from 1 January 2001

IAS 39, “Financial Instruments: Recognition and Measurement”, effective from 1 January 2001
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Adoption of IAS 40 will require unrealized gains and losses on real estate held for investment to be

recognized in current income period. Unrealized gains and losses, which were previously recorded in a separate

component of shareholders’ equity will remain in equity and be transferred to retained earnings.

Adoption of IAS 39 will require adjustments to bring all derivatives and other financial assets and liabilities

onto the balance sheet. Adjustments to remeasure certain financial assets and liabilities from cost to fair value

will be made by adjusting retained earnings directly.

The Group is currently assessing the impact of adopting the remaining standards above but believes that they

will not have a material impact on the financial condition of the Group.

(v)  Use of  est imates 

The preparation of financial statements in conformity with IAS requires management to make estimates and

assumptions that affect reported amounts of assets and liabilities at the date of the financial statements 

and reported amounts of revenues and expenses during the reporting period. Therefore, actual results could

differ from those estimates.

4.  S ignif icant changes in accounting est imates

During 1999, a change in estimate occurred in the calculation of amortization of deferred acquisition costs and

unearned revenue for United Kingdom and Australian unit-linked and investment life business. The interest 

rates used to calculate the present value of expected gross profits were revised based on actual experience to

date and new estimates for the remainder of the benefit period were determined. The deferred acquisition 

cost adjustment resulted in a decrease of underwriting and policy acquisition costs of USD 887 million. This was

partially offset by the increase in unearned revenue resulting in a reduction of premiums of USD 350 million.

Additionally, life insurance benefits increased USD 148 million due to the movement in the difference between

the separate account assets and liabilities related to United Kingdom capital units.

Investments backing the United Kingdom with-profits contracts and Australian life insurance liabilities were

reclassified from available-for-sale to trading during 1999. The change in unrealized gains and the corresponding

movement in the provision for policyholder dividends are now shown in the income statement. Prior to this

change, unrealized gains on assets backing the with-profits liabilities were included in the shareholder’s equity.

A corresponding liability (approximately 90% of these unrealized gains) was held on the balance sheet. All other

elements of bonus accrual were an expense. As a result of this change, the Group recognized USD 1.6 billion 

in net realized capital gains, which was largely offset by a related USD 1.4 billion increase in policyholders’

liabilities, reported as an expense under policyholder dividends and participation in profits. Improved estimates

have been applied for the amortization of index-linked government bonds and for the allocation of unrealized

gains between different classes of life insurance business in the United Kingdom. The effect of these changes

was to increase insurance benefits by USD 106 million.

The mortality and economic estimates underlying the United Kingdom pension redress provisions were revised

in 1999 following the issuance of new industry-wide guidance on redress calculations by the UK Financial Services

Authority. The effect of this change was to increase future life policyholders’ benefits by USD 207 million.

The net effect of all these changes after income tax expense was USD 174 million in 1999.

5.  Changes in scope of  consol idat ion 

Acquis it ions and disposals  in 2000

There were no significant acquisitions or disposals in 2000.

Other changes in scope of  consol idat ion in 2000

Capital Z Investments, L.P., Bermuda (CZI), a partnership in which Zurich Financial Services holds 99.5% of the

limited partnership interest was classified as an investment in associate in 1999. CZI has been fully consolidated

with effect from 1 January 2000. CZI makes investments in direct private equity funds, emerging markets and

hedge funds (see Note 30).

Acquis it ions and disposals  in 1999

In October 1998, an agreement was reached with Employers Re Corporation (UK) Ltd. for the sale of the whole

of the issued share capital of Eagle Star Reinsurance Company Ltd., UK together with the transfer of certain

business assets. Eagle Star Re started writing business in 1993. Eagle Star Re also administered some of Eagle
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Star General Insurance’s pre 1993 business. When Eagle Star Re was sold, the business it administered on behalf

of Eagle Star General Insurance was retained by the Group. This transaction was completed on 4 March 1999 

for an initial cash consideration of USD 326 million and an amount based on the change in the net asset value

of Eagle Star Reinsurance Company Ltd., UK between 31 December 1997 and the date of completion.

There were no other significant acquisitions or disposals in 1999.

6.  Foreign currency translat ion and transact ions

Table 6 summarizes the principal exchange rates, which have been used for translation purposes (USD per

foreign currency unit). The net gains/(losses) on foreign currency transactions included in the consolidated

statement of income were USD (41) million and USD 359 million for the years ended 31 December 2000 and

1999, respectively.

Statements of 

Table 6 Balance sheet income and cash flow

Exchange rates 2000 1999 2000 1999

Australian dollar 0.5659 0.6542 0.5814 0.6452

Austrian schilling 0.0685 0.0731 0.0671 0.0775

Belgian franc 0.0234 0.0249 0.0229 0.0264

British pound 1.4958 1.6181 1.5148 1.6183

Canadian dollar 0.6772 0.6904 0.6737 0.6731

Dutch guilder 0.4276 0.4566 0.4188 0.4839

Euro 0.9422 1.0062 0.9229 1.0663

French franc 0.1436 0.1534 0.1407 0.1626

German mark 0.4818 0.5145 0.4719 0.5452

1000 Italian lire 0.4862 0.5192 0.4762 0.5502

100 Spanish pesetas 0.5663 0.6047 0.5546 0.6409

Swiss franc 0.6207 0.6287 0.5924 0.6663

7.  Segment information

Segment information is presented in two segment formats. The primary format, as reflected in the Schedule 

of industry segment data, is based on the five core businesses of the Group and how they are strategically

managed to offer different products and services to specific customer groups (as described below). The

secondary format is geographic. 

Non-life insurance operations write substantially all lines of property and casualty business. 

Life insurance operations offer a broad line of life insurance, annuity and investment-type policies to individuals

and groups.

Reinsurance operations assume reinsurance and offer traditional and finite risk solutions to third-parties and

Group companies on most lines of non-life insurance and life insurance business. Centre targets corporate

customers and provides innovative risk-financing solutions. Zurich Capital Markets provides capital markets-

based solutions tailored to corporations and financial institutions.

Farmers management services consists of the management services provided by Farmers to the Farmers P & C

Group. Farmers receives a fee for its services which is based on the gross earned premiums of the Farmers P & C

Group but is otherwise not directly affected by the underwriting results of the Farmers P&C Group.

Asset management operations provide diversified financial services for third-parties and Group companies,

such as institutional funds management, retail mutual funds, short-term cash management and financing, and

other related services. 

Certain holding companies, Group Head Office and inter-region eliminations, as appropriate, are included in

the “Other” column.

The accounting policies of the segments are the same as those described in the summary of significant

accounting policies. The Group accounts for inter-segment revenues and transfers as if the transactions were

with third-parties at current market prices. 
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Table 7.1
Gross written premiums and pol icy fees
by l ine of  business (before inter-segment el iminations) 2000 1999

Non-l i fe  Insurance

Accident and health 1,323 1,394

Automobile 6,048 5,456

Fire and other property 3,523 3,436

General liability 3,780 3,029

Other non-life lines 2,647 2,575

Assumed reinsurance 1,578 1,322

Total 18,899 17,212

Life Insurance

Individual life

Single premiums 2,311 2,538

Periodic premiums 1,745 2,267

Group life

Single premiums 1,196 1,227

Periodic premiums 1,364 1,272

Accident, health and other 244 215

Policy fees on unit-linked and other investment-type products 602 567

Total 7,462 8,086

in USD millions

Table 7.2
Gross written premiums
and pol icy fees by 
geographic  area Non-life Insurance Life Insurance Total

(before inter-segment el iminations) 2000 1999 2000 1999 2000 1999

United States 8,466 6,672 1,067 983 9,533 7,655

United Kingdom 2,754 2,802 1,423 1,779 4,177 4,581

Switzerland 1,516 1,685 2,573 2,824 4,089 4,509

Europe (excluding the 
United Kingdom and Switzerland) 4,248 4,565 1,766 2,053 6,014 6,618

Rest of the World 2,387 2,043 647 461 3,034 2,504

Other – 472 – 555 – 14 – 14 – 486 – 569

Total 18,899 17,212 7,462 8,086 26,361 25,298

in USD millions

Table 7.3
Revenues and assets  by geographic  area Revenues Assets

(before inter-segment el iminations) 2000 1999 2000 1999

United States 12,011 11,578 64,218 60,410

United Kingdom 5,557 8,556 79,320 84,267

Switzerland 6,669 6,600 36,523 32,452

Europe (excluding the 
United Kingdom and Switzerland) 7,809 8,570 35,376 36,264

Rest of the World 5,182 4,586 32,012 21,076

Other 203 158 – 16,086 – 8,437

Total 37,431 40,048 231,363 226,032

in USD millions
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Table 7.4
Purchases of  real  estate held for  own use, Real estate held for own Goodwill, PVP and

f ixed assets  and intangibles use and fixed assets other intangible assets

(before inter-segment el iminations) 2000 1999 2000 1999

United States 301 304 81 18

United Kingdom 122 122 162 –

Switzerland 118 129 22 –

Europe (excluding the 
United Kingdom and Switzerland) 118 120 17 18

Rest of the World 63 97 110 9

Other 5 83 – –

Total 727 855 392 45

in USD millions

8.  Farmers management fees and other related revenue

Farmers is contractually permitted to receive a management fee of up to 20% (25% in the case of the Fire

Insurance Exchange) of the gross premiums earned by the Farmers P&C Group. In order to enable the Farmers

P&C Group to maintain appropriate capital and surplus while offering competitive insurance rates, Farmers has

historically charged a lower management fee than the maximum allowed. The range of fees has varied by 

line of business over time and from year to year. During the past five years, aggregate management fees have

averaged between 12% and 13% of gross premiums earned by the Farmers P&C Group. Gross premiums earned

by the Farmers P&C Group were USD 11,394 million and USD 10,805 million for the years ended 31 December

2000 and 1999, respectively. These premiums gave rise to management fee revenue of USD 1,492 million and

USD 1,402 million in the corresponding years. Other related revenue totaled USD 97 million in 2000 and 

USD 88 million in 1999. Gross premiums written by the Farmers P&C Group were USD 11,800 million and 

USD 11,107 million for the years ended 31 December 2000 and 1999, respectively, of which USD 1.0 billion was

ceded to Farmers Re for each of the years ended 31 December 2000 and 1999.

9.  Investments and investment income

Table 9.1
Net investment income 2000 1999

Fixed maturities 4,300 4,403

Equity securities 616 499

Real estate 422 466

Mortgage, policyholder, collateral and other loans 533 484

Investments in associates – 54 35

Short-term investments 124 145

Cash and cash equivalents 290 154

Other 147 181

Total investment income 6,378 6,367

Investment expenses – 220 – 271

Total 6,158 6,096

in USD millions
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Table 9.2
Net real ized capital  gains and losses
and net gains attr ibutable to rec lass if ied trading assets 2000 1999

Net realized capital gains and losses

Fixed maturities

Realized capital gains 361 994

Realized capital losses – 288 – 596

Equity securities

Realized capital gains 3,395 3,576

Realized capital losses – 1,480 – 638

Real estate 125 107

Mortgage, policyholder, collateral and other loans 23 69

Derivative instruments 235 – 178

Write-down of impaired investments – 66 – 28

Other 25 15

Total 2,330 3,321

Net gains attributable to reclassified trading assets

Fixed maturities

Capital gains – 1

Capital losses – – 20

Equity securities

Capital gains – 1,764

Capital losses – – 98

Total – 1,647

in USD millions

During 1999, certain assets supporting United Kingdom with-profits contracts and Australian life liabilities were

reclassified from available-for-sale to trading (see Note 4).

Table 9.3 Net change Total at

Unreal ized investment gains and losses Total 31 December

( inc luded in shareholders ’  equity) 2000 1999 2000 1999

Fixed maturities available-for-sale 1,416 – 3,877 2,120 806

Equity securities available-for-sale – 2,032 – 334 4,815 6,931

Real estate – 143 191 846 1,037

Other 41 51 42 –

Less amounts of net unrealized
investment gains (losses) attributable to

Life policyholder dividends and 
other policyholder liabilities 384 583 – 2,111 – 2,525

Life deferred acquisition costs – 44 202 – 162 – 109

Deferred income taxes 266 1,076 – 1,457 – 1,756

Minority interests 27 – 1 – 17 – 51

Foreign currency effect – 172 – 769 – –

Total – 257 – 2,878 4,076 4,333

in USD millions
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Table 9.5 Amortized cost Estimated fair value

Fixed maturity schedule Held-to-maturity Available-for-sale

Less than one year 89 3,753

One year through five years 332 18,477

Five years through ten years 94 19,906

Over ten years 196 14,048

Subtotal 711 56,184

Mortgage and asset-backed securities – 13,638

Total at 31 December 2000 711 69,822

in USD millions

The amortized cost and estimated fair values of fixed maturities held-to-maturity and available-for-sale are

shown by contractual maturity. Actual maturities may differ from contractual maturities because certain

borrowers have the right to call or prepay certain obligations with or without call or prepayment penalties.

Table 9.6
Real  estate held for  investment 2000 1999

Carrying value at 1 January 6,905 7,416

Additions and capital improvements 318 337

Disposals – 708 – 288

Write-offs – 8 – 5

Market value revaluation – 191 141

Foreign currency translation effects – 207 – 696

Carrying value at 31 December 6,109 6,905

in USD millions

Real estate held for investment consists of investments in commercial, residential and mixed-use properties

primarily located in Switzerland and United Kingdom.

Real estate with a carrying value of USD 646 million was transferred to PSP Swiss Property AG in exchange for

shares of PSP Swiss Property AG and other compensation (see Note 23).

Non-income producing assets are investments where no investment income was received for the twelve

months prior to the balance sheet date. The carrying values of investments held for the production of income

which were non-income producing were USD 71 million and USD 89 million of mortgage loans, USD 28 million

and USD 34 million of real estate, USD 424 million and USD 1 million of other long-term investments and 

Table 9.4 Cost or Gross Gross Estimated

Investments in f ixed maturit ies Amortized cost unrealized gains unrealized losses fair value

and equity securit ies 2000 1999 2000 1999 2000 1999 2000 1999

Held-to-maturity

Total at 31 December 711 1,116 16 10 – 3 – 1 724 1,125

Avai lable-for-sale

Fixed maturities

Swiss federal and cantonal governments 5,377 5,251 173 254 – 13 – 16 5,537 5,489

United Kingdom government 6,521 6,775 693 627 – 3 – 31 7,211 7,371

United States government 4,873 4,904 186 19 – 14 – 225 5,045 4,698

Other governments 12,019 13,779 440 380 – 103 – 275 12,356 13,884

Corporate debt securities 25,170 24,726 916 887 – 401 – 630 25,685 24,983

Mortgage and asset-backed securities 13,391 12,679 310 138 – 63 – 318 13,638 12,499

Redeemable preferred stocks 351 214 4 7 – 5 – 11 350 210

Total at 31 December 67,702 68,328 2,722 2,312 – 602 – 1,506 69,822 69,134

Equity securities

Common stocks 11,859 10,588 5,009 6,311 – 850 – 398 16,018 16,501

Unit-trust 3,510 3,164 667 1,000 – 35 – 34 4,142 4,130

Non-redeemable preferred stocks 457 391 38 59 – 14 – 7 481 443

Total at 31 December 15,826 14,143 5,714 7,370 – 899 – 439 20,641 21,074

Total available-for-sale at 31 December 83,528 82,471 8,436 9,682 – 1,501 – 1,945 90,463 90,208

in USD millions



Zurich Financial Services Group Consolidated Financial Statements

Zurich Financial Services Group Annual Report 2000 63

In 1999, a change in estimate occurred in the calculation of amortization of deferred costs for United Kingdom

and Australian unit-linked life insurance business resulting in a lower amortization charge in 1999 (see Note 4).

11.  Real  estate held for  own use and f ixed assets

Table 11
Real  estate held for  own use and f ixed assets 2000 1999

Land held for own use 342 395

Buildings held for own use 1,341 1,451

Furniture and fixtures 609 647

Computer and software equipment 1,974 1,728

Other fixed assets 672 541

Total cost before depreciation 4,938 4,762

Less: accumulated depreciation – 2,253 – 2,109

Total at 31 December 2,685 2,653

Activity during the year

Carrying value at 1 January 2,653 2,731

Additions and capital improvements 727 855

Disposals – 197 – 250

Depreciation expense – 465 – 467

Foreign currency translation effects – 33 – 216

Carrying value at 31 December 2,685 2,653

in USD millions

The fire insurance value of the Group’s own use real estate, investment real estate and fixed assets totaled 

USD 9,237 million and 10,689 million at 31 December 2000 and 1999, respectively.

Table 10
Deferred pol icy Non-life Insurance Life Insurance Reinsurance Total

acquis it ion costs 2000 1999 2000 1999 2000 1999 2000 1999

Balance at 1 January 1,072 1,126 7,736 6,322 352 338 9,160 7,786

Acquisition costs deferred 1,105 793 920 1,722 38 45 2,063 2,560

Amortization charged to income – 1,055 – 848 – 366 – 150 – 5 52 – 1,426 – 946

Increase (decrease) related to unrealized 
gains / losses on investments – – – 40 118 – – – 40 118

Disposals of companies – – – – – – 80 – – 80

Increase (decrease) due to
currency translation – 38 1 – 513 – 276 – 13 – 3 – 564 – 278

Balance at 31 December 1,084 1,072 7,737 7,736 372 352 9,193 9,160

in USD millions

USD 6 million and USD nil million of fixed maturities at 31 December 2000 and 1999, respectively. The valuation

allowances on non-income producing assets were USD 21 million and USD 34 million for mortgage loans and

USD 2 million for each of the years on other long-term investments at 31 December 2000 and 1999, respectively.

Other information: Cash and investments with a carrying value of USD 5,025 million and USD 3,003 million

were deposited with regulatory authorities at 31 December 2000 and 1999, respectively. At 31 December 2000

and 1999 respectively, fixed maturity investments with a carrying value of USD 2,043 million and USD 748 million

have been sold to financial institutions under short-term gilt sale and repurchase agreements. These securities

continue to be recognized as investments in the balance sheet and an obligation to repurchase them is included

in liabilities in the balance sheet at that date.

10.  Deferred pol icy acquis it ion costs

Amounts deferred and amortized in the same period are excluded in deferred policy acquisition costs.
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12.  Goodwil l  and other intangible assets

Table 12 Present value of 

profits of acquired Other intangible Attorney-in- 

Goodwil l Goodwill insurance contracts  assets fact relationships Total

and other intangible assets 2000 1999 2000 1999 2000 1999 2000 1999 2000 1999

Carrying value at 1 January 1,008 1,082 1,411 1,393 1,580 1,637 1,239 1,282 5,238 5,394

Additions 198 19 120 46 74 51 – – 392 116

Eliminated on disposals – 1 – 1 – 18 – – 29 – – – – 48 – 1

Amortization expense – 93 – 66 – 202 – 12 – 104 – 106 – 43 – 43 – 442 – 227

Foreign currency translation effects – 18 – 26 – 46 – 16 – 2 – 2 – – – 66 – 44

Carrying value at 31 December 1,094 1,008 1,265 1,411 1,519 1,580 1,196 1,239 5,074 5,238

Accumulated amortization
at 31 December 271 198 1,109 928 356 253 513 470 2,249 1,849

in USD millions

Actual economic lives of goodwill range from 5 to 20 years. The amount of interest accrued on the unamortized

PVP balance and presented net against amortization expense was USD 79 million and USD 129 million for the

years ended 31 December 2000 and 1999, respectively. Interest on PVP accrued at interest rates ranging from

4% to 12%. Annual PVP amortization expense is estimated to range from USD 100 million to USD 140 million

for the years 2001 to 2006, but may fluctuate outside this range based on investment performance. The asset

representing the attorney-in-fact relationships is amortized on a straight-line basis over 40 years.

13.  Separate account (unit - l inked)  assets

In certain countries separate account assets and liabilities do not necessarily equal. The year-on-year movement

in this difference is reflected in the income statement and as an adjustment to cash flows from operating

activities.

Table 13
Separate account (unit - l inked)  assets 2000 1999

Fixed maturities 6,378 6,049

Equity securities 43,989 45,915

Real estate 2,609 2,533

Mortgage loans 1 2

Collateral and other loans 10 6

Short-term investments 788 654

Other investments 668 1,146

Cash and cash equivalents 1,348 489

Total at 31 December 55,791 56,794

in USD millions
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14.  Reserves for  losses and loss  adjustment expenses

Significant delays occur in the notification of claims and a substantial measure of experience and judgement is

involved in assessing outstanding liabilities, the ultimate cost of which cannot be known with certainty as 

of the balance sheet date. The reserves for losses and loss adjustment expenses is determined on the basis of

information currently available; however, it is inherent to the nature of the business written that the ultimate

liabilities may vary as a result of subsequent developments.

Table 14.1
Reserves for  losses and loss  adjustment expenses 2000 1999

At 1 January

Gross reserves for losses and loss adjustment expenses 37,904 40,562

Reinsurance recoverable – 7,161 – 6,734

Net reserves for losses and loss adjustment expenses 30,743 33,828

Losses and loss adjustment expenses incurred

Current year 12,958 12,845

Prior years 375 – 13

Total 13,333 12,832

Losses and loss adjustment expenses paid

Current year – 5,264 – 5,265

Prior years – 9,972 – 8,208

Total – 15,236 – 13,473

Reclassification to future life policyholders’ benefits – 447 – 

Acquisitions and disposal of companies – – 789

Foreign currency translation effects – 1,325 – 1,655

At 31 December

Net reserves for losses and loss adjustment expenses 27,068 30,743

Reinsurance recoverable 8,668 7,161

Gross reserves for losses and loss adjustment expenses 35,736 37,904

in USD millions

Where applicable, reserves have been discounted using average interest rates of 3.6% for 2000 and 3.8% 

for 1999, which has reduced reserves by USD 330 million and USD 314 million at 31 December 2000 and 1999,

respectively. In addition, deferred charges relating to retrospective reinsurance assumed and structured

settlements totaling USD 208 million and USD 813 million at 31 December 2000 and 1999, respectively, have

been deducted from reserves for losses and loss adjustment expenses.

Management has considered environmental and latent injury claims and claims expenses in establishing the

reserves for losses and loss adjustment expenses. The Group continues to be advised of claims asserting injuries

from toxic waste, hazardous materials and other environmental pollutants and alleged damages to cover the

clean-up costs of hazardous waste dump sites relating to policies written in prior years and indemnity claims

asserting injuries from asbestos. Coverage and claim settlement issues, such as determination that coverage

exists and the definition of an occurrence, may cause the actual loss development to exhibit more variation than

the remainder of the Group’s book of business. Such claims cannot be estimated with traditional reserving

techniques and, accordingly, the uncertainty with respect to the ultimate cost of these types of claims has been

greater than the uncertainty relating to standard lines of business. The uncertainties arise out of changes or

potential changes in various laws or the interpretation of laws. While the Group believes that it has made

adequate provision for these claims, it is possible that future adverse development could have a material effect

on the Group’s results of operations, cash flows and financial position. At 31 December 2000 and 1999, 

the net reserve amounts related to these claims included above were USD 2,121 million and USD 2,955 million,

respectively.

Reserves in respect of benefits payable under certain life insurance contracts have been reclassified to future

life policyholders’ benefits.



Table 14.2
Reserves for  losses and loss  
adjustment expenses for 2000 1999

asbestos and environmental  c la ims Gross Net Gross Net

Asbestos
At 1 January 2,040 1,531 2,233 1,675

Losses and loss adjustment expenses incurred 29 4 – 93 – 78

Losses and loss adjustment expenses paid – 84 – 20 – 99 – 66

Commutations and settlements – 62 – 179 – –

Foreign currency translation effects – 54 – 53 – 1 –

At 31 December 1,869 1,283 2,040 1,531

Environmental
At 1 January 1,793 1,424 1,915 1,498

Losses and loss adjustment expenses incurred – 38 – 65 – 13

Losses and loss adjustment expenses paid – 124 – 95 – 121 – 86

Commutations and settlements – 155 – 423 – –

Foreign currency translation effects – 3 – 3 – 1 – 1

At 31 December 1,473 838 1,793 1,424

Combined
At 1 January 3,833 2,955 4,148 3,173

Losses and loss adjustment expenses incurred – 9 – 61 – 93 – 65

Losses and loss adjustment expenses paid – 208 – 115 – 220 – 152

Commutations and settlements – 217 – 602 – –

Foreign currency translation effects – 57 – 56 – 2 – 1

At 31 December 3,342 2,121 3,833 2,955

in USD millions

15.  Future l i fe  pol icyholders ’  benefits  and pol icyholders ’  contract  deposits

and other funds

Long-duration contract liabilities included in future life policyholders’ benefits result primarily from traditional

participating and non-participating life insurance products. Short-duration contract liabilities are primarily

accident and health insurance products. The liability for future life policyholder benefits has been established

based upon the following:

– Interest rates which vary by territory, year of issuance and product. 

– Mortality rates based on published mortality tables adjusted for actual experience by geographic area 

and modified to allow for variations in policy form. 

– Surrender rates based upon actual experience by geographic area and modified to allow for variations 

in policy form.

The amount of policyholder dividends to be paid is determined annually by each Group life insurance company.

Policyholder dividends include life policyholders’ share of net income and unrealized appreciation of investments

that are required to be allocated by the insurance contract or by local insurance regulations. Experience

adjustments, relating to future policyholders’ benefits and policyholders’ contract deposits, vary according to 

the type of contract and the territory. Investment, mortality and morbidity results may be passed through 

by experience credits or as an adjustment to the premium mechanism, subject to local regulatory provisions.

Table 15
Future l i fe  pol icyholders ’  benefits  and 
pol icyholders ’  contract  deposits  and other funds 2000 1999

Future life policyholders’ benefits

Long-duration contracts 46,081 44,984

Short-duration contracts 469 596

Total at 31 December 46,550 45,580

Policyholders’ contract deposits and other funds

Annuities 1,260 654

Universal life and other investment contracts 11,687 11,303

Policyholder dividends 5,569 5,971

Total at 31 December 18,516 17,928

in USD millions
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16.  Reinsurance

Ceded reinsurance arrangements do not relieve the Group from its direct obligations to its insureds. Thus, 

a credit exposure exists with respect to reinsurance ceded to the extent that any reinsurer is unable to meet the

obligations assumed under the reinsurance agreements. The Group holds substantial collateral as security 

under related reinsurance agreements in the form of deposits, securities and/or letters of credit. 

A provision has been recorded for estimated unrecoverable reinsurance. No single reinsurer is a material

reinsurer to the Group, nor is the Group’s business substantially dependent upon any reinsurance contract. 

The life insurance operations limit exposure to loss on any single life. Retention limits vary by territory and

product line. Approximately 6.7% and 4.6% of gross written premium and policy fees were ceded at 

31 December 2000 and 1999, respectively.

Table 16.1
Underwrit ing reserves and Gross Reinsurance assets Net of reinsurance

reinsurance assets 2000 1999 2000 1999 2000 1999

Reserves for losses and loss
adjustment expenses 35,736 37,904 8,668 7,161 27,068 30,743

Reserves for unearned premiums 8,666 8,128 1,183 1,026 7,483 7,102

Future life policyholders’ benefits 46,550 45,580 956 952 45,594 44,628

Policyholders’ contract deposits 
and other funds 18,516 17,928 308 319 18,208 17,609

Total underwriting reserves
at 31 December 109,468 109,540 11,115 9,458 98,353 100,082

Premiums and insurance 
balances receivable, net 1,234 943

Funds held for the benefit of reinsurers 2,556 2,279

Total reinsurance assets at 31 December 14,905 12,680

in USD millions

Table 16.2 Inter-segment

Net earned premiums Non-life Insurance Life Insurance Reinsurance elimination Total

and pol icy fees 2000 1999 2000 1999 2000 1999 2000 1999 2000 1999

Direct premiums and 
policy fees 16,362 15,895 7,368 8,004 390 369 331 232 24,451 24,500

Assumed premiums 1,578 1,363 75 49 4,394 3,587 – 1,035 – 812 5,012 4,187

Ceded premiums – 4,277 – 3,576 – 498 – 371 – 805 – 650 877 746 – 4,703 – 3,851

Total 13,663 13,682 6,945 7,682 3,979 3,306 173 166 24,760 24,836

in USD millions
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Table 16.3 Inter-segment

Benefits ,  losses Non-life Insurance Life Insurance Reinsurance elimination Total

and expenses 2000 1999 2000 1999 2000 1999 2000 1999 2000 1999

Non-l i fe  losses and loss
adjustment expenses

Direct 13,039 12,639 73 79 411 571 – – 13,523 13,289

Assumed 580 956 48 1 3,723 2,692 – 936 – 198 3,415 3,451

Ceded – 3,363 – 3,524 – 6 – 9 – 1,038 – 500 802 125 – 3,605 – 3,908

Total 10,256 10,071 115 71 3,096 2,763 – 134 – 73 13,333 12,832

Death and other l i fe
insurance benefits

Direct 104 104 5,144 5,121 51 42 – – 5,299 5,267

Assumed 1 1 39 38 262 300 – 17 – 19 285 320

Ceded – 12 – 128 – 322 – 279 – 29 200 161 109 – 202 – 98

Total 93 – 23 4,861 4,880 284 542 144 90 5,382 5,489

Increase in future l i fe
pol icyholders ’  benefits

Direct 2 4 1,608 3,280 – 18 6 – – 1,592 3,290

Assumed – – 7 – 20 – 20 – 91 – 4 – 9 – 17 – 120

Ceded – – – 98 – 37 2 2 – – 4 – 96 – 39

Total 2 4 1,517 3,223 – 36 – 83 – 4 – 13 1,479 3,131

Underwrit ing and pol icy
acquis it ion costs

Direct 2,738 2,819 1,055 4 73 104 – – 3,866 2,927

Assumed 443 418 11 – 883 730 – 172 – 116 1,165 1,032

Ceded – 790 – 722 – 72 – 89 – 193 – 198 172 116 – 883 – 893

Total 2,391 2,515 994 – 85 763 636 – – 4,148 3,066

in USD millions
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17.  Debt

Table 17.1 2000 1999

(a)  Debt related to banking and capital  markets  act iv it ies  

Zurich Capital Markets 3,158 1,212

Dunbar Bank p.l.c. 425 437

Total at 31 December 3,583 1,649

(b)  Senior  debt

Zurich Finance (USA), Inc. (EMTN issues) 978 978

Zurich International (Bermuda) Ltd. 310 314

Zurich Reinsurance Centre Holdings Inc. 197 197

Centre Group Holdings Ltd. – 100

Kemper Corp. 230 230

Zurich Holding Company of America (loans payable) 100 100

Zurich Insurance Company 1,191 201

Zurich Financial Services (UKISA) Limited 297 291

INZIC AG 531 151

Other 512 250

Total at 31 December 4,346 2,812

(c )  Subordinated debt 

Capital Securities (Zurich Holding Company of America) 1,031 1,031

Convertible Bond (Zurich Insurance (Jersey) Ltd.) – 59

QUIPS (Farmers Group, Inc.) 500 500

Total at 31 December 1,531 1,590

Total debt at 31 December 9,460 6,051

in USD millions

(a)  Debt related to banking and capital  markets  act iv it ies

Zurich Capital Markets through Zurich Capital Markets Company (Ireland) and ZCM Matched Funding Corp.

(USA) (together ZCM), both wholly owned subsidiaries of the Group, issued notes and loans of USD 2.0 billion

and USD 878 million during 2000 and 1999, respectively. Borrowings include both fixed and variable interest

rates, more than half of which mature after 2002. Net proceeds of these issues were used to finance the assets

acquired by ZCM in the course of its normal business operations. USD 1.5 billion of the total increase of 

USD 2.0 billion mentioned above relates to two asset backed notes of USD 900 million and USD 600 million. 

In December 1999, ZCM Matched Funding Corp. increased its US Commercial Paper Program from 

USD 700 million to USD 1.4 billion. At 31 December 2000 and 1999, a total of USD 1.1 billion and 

USD 541 million, respectively, were outstanding under this program. The program allows the issuance of notes

with a minimum denomination of USD 250,000 and with maturities not exceeding 366 days. ZCM has a 

USD 1.25 billion syndicated credit facility in place to back the Commercial Paper Program. At 31 December

2000, no borrowings were outstanding under this facility.

Dunbar Bank p.l.c., a wholly owned banking subsidiary of Allied Dunbar Assurance p.l.c., had total outstanding

borrowings of GBP  284 million and GBP 270 million at 31 December 2000 and 1999, respectively. These 

short-term borrowings were drawn under various committed credit facilities totaling GBP 355 million and 

GBP 340 million at 31 December 2000 and 1999, respectively. Net proceeds of these funds were used to finance

Dunbar Bank’s lending activities.

(b)  Senior  debt

On 29 May 1998, the Group set up a USD 2 billion Euro Medium Term Note Program (EMTN Program) to allow

for the issuance of notes on the Euromarket, denominated in any currency. The notes, which may be issued 

by a number of special financing entities, may be listed on different Stock Exchanges. Since last year’s update of

the Program on 16 June 2000, Zurich Finance (Bermuda) Ltd., Zurich Finance (Luxembourg) S.A., Zurich Finance

(USA), Inc., Zurich Capital Markets Company and Zurich Insurance Company may from time to time issue notes
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of up to a total amount of USD 4 billion equivalent. Notes to be issued by Zurich Finance (Bermuda) Ltd. and

Zurich Finance (USA), Inc. are unconditionally and irrevocably guaranteed by Zurich Insurance Company, whereas

Zurich Finance (Luxembourg) S.A. benefits from a Keep Well Agreement. 

Under the EMTN-Program Zurich Finance (USA), Inc., a wholly owned subsidiary of Zurich Holding Company

of America, made the following straight bond issues with annual coupon payments on the Euromarket in 1998:

6% USD 300 million maturing on 2 July 2003, 3.5% CHF 300 million maturing on 22 July 2008 and 4.75% 

USD 150 million maturing on 30 October 2003. The CHF 300 million issue was swapped into USD at a fixed rate

of 6.065% and for a notional amount of approximately USD 199.8 million with equal maturity and coupon

payment dates. The unamortized premium of the bond was USD 4.6 million as of year-end 2000. On 22 June

1999, Zurich Finance (USA), Inc. issued CHF 500 million 2.75% maturing 27 July 2006. The issue was swapped

into USD and shows an unamortized premium of USD 6.8 million as of year-end 2000. Net proceeds from all

issues were primarily used to re-finance existing debt in the United States.

Zurich International (Bermuda) Ltd., a wholly owned subsidiary of the Group, issued CHF 500 million debt

obligations with warrants attached in 1994. On 15 November 1996, the exercise period for the warrants expired

and all of the warrants have been exercised. The obligations, which have matured and been paid back to the

investors on 1 March 2001, carried an interest coupon of 2%. 

Zurich Reinsurance Centre Holdings Inc. (ZRCH) issued USD 200 million of non-convertible, unsecured,

unsubordinated Senior Notes during 1993. The Senior Notes mature on 15 October 2023 and bear interest at

the rate of 7.125%, payable semi-annually. 

The USD 100 million of notes issued by Centre Group Holdings in 1987 matured at the end of April 2000 and

have been refinanced internally. 

The long-term debt of Kemper Corporation, excluding unamortized premium, consists primarily of 

USD 200 million 6.875% notes due 2003 and USD 26 million of medium-term notes.

Zurich Holding Company of America has a USD 100 million fixed rate bank term loan outstanding to mature in

January 2003.

At year-end 2000 Zurich Insurance Company had a number of unsecured short-term loans and notes outstanding

totaling around USD 1.2 billion, most of which matured in January 2001. Over USD 1 billion of this amount 

has subsequently been refinanced with proceeds received via Zurich Group Holding from a hybrid equity private

placement transaction (Zurich RegCaPS Funding Trusts I-VI) under rule 144A in the USA at the beginning of

February 2001 (see Note 32).

Borrowings of Zurich Financial Services (UKISA) Limited mainly consisted of short-term bank borrowings of 

GBP 194 million and GBP 180 million as of 31 December 2000 and 1999, respectively.

INZIC AG, incorporated in November 1999 to purchase an investment in Bâloise-Holding, is 100% owned by

Zurich Insurance Company since 26 October 2000. At 31 December 2000, INZIC AG had three short-term

secured, non-recourse bank loans outstanding totaling CHF 855 million, compared to two similar loans

outstanding as at the end of 1999 totaling CHF 240 million.

At 31 December 2000, the item “Other” includes short-term debt and mandatorily redeemable preferred stock

issued by Centre Solutions (Bermuda) Ltd. and Centre Reinsurance International Company.

(c )  Subordinated debt 

On 30 May 1997, Zurich Capital Trust I, a consolidated wholly owned Delaware statutory business trust (the

Trust), received USD 1,031 million from the issuance of 8.376% Capital Securities. The Trust invested the

proceeds in 8.376% Junior Subordinated Deferrable Interest Debentures, Series A (Series A Subordinated

Debentures), due in 2037, issued by a wholly owned subsidiary of the Group, ZHCA. The Series A Subordinated

Debentures are the sole asset of the Trust.
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The proceeds were used by ZHCA mainly to finance the acquisition of the former Scudder. The Capital

Securities mature in 2037 and are subject to mandatory redemption upon repayment of the Series A

Subordinated Debentures. The Group has the option at any time on or after 1 June 2007 to redeem, in whole

or in part, the Series A Subordinated Debentures. Zurich Insurance Company has unconditionally guaranteed

all distributions to be made by the Trust, but only to the extent the Trust has funds legally available for such

distributions. Zurich Insurance Company has the right to defer such interest payments for up to 10 years. If

Zurich Insurance Company defers any interest payments, ZHCA may not, among other things, pay or declare any

dividends on its capital stock.

On 15 April 1996, Zurich Insurance (Jersey) Limited (ZIJL), a wholly owned subsidiary of the Group, issued 

USD 731,610,000 of 1% convertible bonds due in 2003. On 7 November 2000, ZIJL exercised its right to early

redeem the bonds at their amortized principal amount. Subsequently, all bondholders presented their bonds for

conversion into 133,034 Zurich Financial Services shares, in conformity with the respective terms and conditions.

Earlier in 2000, another 10,972 shares were issued upon several conversions.

On 22 September 1995, Farmers Group Capital (the Subsidiary Trust I), a consolidated wholly-owned subsidiary

of Farmers, issued USD 410 million of 8.45%, USD 25 par value, Series A Cumulative Quarterly Income Preferred

Securities (the Series A QUIPS).

On 17 October 1995, Farmers Group Capital II (the Subsidiary Trust II and, together with the subsidiary Trust I,

the Subsidiary Trusts), a consolidated wholly-owned subsidiary of Farmers, issued USD 90 million of 8.25%, 

USD 25 par value, Cumulative Quarterly Income Preferred Securities (the Series B QUIPS and together with the

Series A QUIPS, the QUIPS).

For both issues, in connection with the Subsidiary Trusts’ issuance of the QUIPS and the related purchase by

Farmers of all of the Subsidiary Trusts’ Common Securities, Farmers issued to Farmers Group Capital and Farmers

Group Capital II, respectively, USD 422,680,399 principal amount of its 8.45% Junior Subordinated Debentures,

Series A due on 31 December 2025, and USD 92,783,505 principal amount of its 8.25% Junior Subordinated

Debentures, Series B due on 31 December 2025 (the Junior Subordinated Debentures). The sole assets of

Farmers Group Capital and Farmers Group Capital II are the Junior Subordinated Debentures. In addition, these

arrangements are governed by various agreements between Farmers and the Subsidiary Trusts (the Guarantee

Agreements, the Trust Agreements, the Expense Agreements, the Indentures and the Junior Subordinated

Debentures) which considered together constitute a full and unconditional guarantee by Farmers of the

Subsidiary Trusts’ obligations under the QUIPS.

Under certain circumstances, the Junior Subordinated Debentures may be distributed to holders of the QUIPS

and holders of the Common Securities in liquidation of the Subsidiary Trusts. The QUIPS are subject to

mandatory redemption upon repayment of the Junior Subordinated Debentures at maturity, or upon their earlier

redemption, at a redemption price of USD 25 per QUIPS, plus accrued and unpaid distributions thereon to the

date fixed for redemption. As of 27 September 2000, Farmer had the option to redeem, in whole or part, the

Junior Subordinated Debentures (both for the Series A QUIPS and the Series B QUIPS). 

For the Series A QUIPS, at 31 December 2000, a total of 16,400,000 shares of QUIPS were outstanding. The

market value of these securities was USD 407,950,000 and USD 369,000,000 for 2000 and 1999, respectively.

For the Series B QUIPS, at 31 December 2000, a total of 3,600,000 shares of QUIPS were outstanding. The

market value of these securities was USD 89,100,000 and USD 79,668,000 for 2000 and 1999, respectively.

Table 17.2
Maturity schedule of  outstanding debt 2000

2001 4,449

2002 1,162

2003 1,031

2004 133

2005 207

2006 and thereafter 2,478

Total at 31 December 9,460

in USD millions
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Table 17.3
Interest  expense on debt 2000 1999

Debt related to banking and capital markets activities 214 60

Senior debt 251 191

Subordinated debt 131 138

Total 596 389

(d)  Loan faci l i t ies

At 31 December 2000, the Group had three major credit facilities, one held by Zurich Group Holding (formerly

Zurich Financial Services) together with Zurich Insurance Company, the others held by Farmers and Eagle Star

Holdings Ltd.

On 28 May 1999, Zurich Insurance Company’s USD 1 billion 364-day loan facility was replaced by a newly

syndicated USD 1.5 billion 5-year revolving credit facility. Zurich Group Holding (former Zurich Financial Services)

and Zurich Insurance Company are each guaranteeing drawings of up to USD 750 million under the facility for

themselves and for a number of defined subsidiary borrowers. At 31 December 2000, there were no outstanding

borrowings under this facility. 

In April 1996, Farmers finalized a USD 500 million revolving credit agreement with certain financial institutions,

which will expire on 1 July 2002. At 31 December 2000, Farmers did not have any outstanding borrowings 

under this credit agreement.

In 1997, Eagle Star Holdings Ltd. negotiated a GBP 400 million revolving credit facility maturing on

18 August 2004. At 31 December 2000, none of this facility was utilized.

Several of the debt agreements have restrictive covenants related to the total amount of debt, net tangible

assets and other matters. The Group was in compliance with all debt covenants at 31 December 2000. 

18.  Minority interests

Third-party equity interests and preference shares and similar instruments issued by consolidated subsidiaries of

the Group are included in minority interests.

On 16 December 1999, Zurich Financial Services (Jersey) Limited, a wholly-owned subsidiary of Zurich Financial

Services, issued 12,000,000 perpetual non-voting, non-cumulative Series A Preference Shares on the Euromarket

with a par value of EUR 25 (EUR 300,000,000). The securities, which are rated Aa2 and A+ by Moody’s and

Standard & Poor’s, respectively, benefit from a subordinated support agreement of Zurich Financial Services and

carry a fixed coupon of 7.125%, payable quarterly. The securities are, subject to certain conditions, redeemable

at the option of the issuer in whole, but not in part, from time to time on or after five years from the issue 

date. Proceeds from the issue were used to refinance existing intercompany debt and for general corporate

purposes. With this issue, the Group was able to reinforce its capital base while raising equity-like but non-

dilutive long-term funds.

In the context of providing structured financial solutions to its customers, Zurich Capital Markets has from

time to time established subsidiary vehicles in which the third-party client also takes an equity interest, normally

in the form of preference shares or equity-linked notes. In 2000, Zurich Capital Markets issued USD 350 million

in such vehicles. Zurich Capital Markets Inc. also issued USD 1 billion of money market preferred stock in 2000.

These interests and related shares of profits are included in minority interests above. The continued expansion of

these transactions by Zurich Capital Markets is a significant factor in the large increase from 1999.
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19.  Income taxes

Table 19.1
Income tax expense (benefit ) 2000 1999

United States
Current 540 739

Deferred – 104 – 39

Total 436 700

United Kingdom
Current 425 232

Deferred – 365 754

Total 60 986

Switzerland
Current 45 112

Deferred 43 5

Total 88 117

Other
Current 300 – 72

Deferred – 145 129

Total 155 57

Total
Current 1,310 1,011

Deferred – 571 849

Total income tax expense 739 1,860

in USD millions

The tax attributable to United Kingdom life insurance policyholder earnings is included in income tax expense.

Tax expense (benefit) attributable to policyholder earnings was USD (167) million and USD 563 million in 2000

and 1999, respectively. In addition, deferred tax on policyholders’ separate account unrealized investment gains

is included as income tax expense and an accrual for future policy fees that will cover the tax charge is included

in gross written premiums and policy fees revenue. Income tax expense is shown before reduction for the

element attributable to policyholders. 

Table 19.2

Expected and actual  income tax expense 2000 1999

Expected income tax expense 977 1,621

Increase (reduction) in taxes resulting from:

Non-taxable income – 47 – 28

Non-deductible expenses 26 12

State, local and similar taxes 49 73

Effect of tax losses – 125 76

Additional tax expense attributable to policyholder earnings – 117 88

Other – 24 18

Actual income tax expense 739 1,860

in USD millions

Table 19.2 illustrates the factors that cause the actual income tax expense to differ from the expected amount

computed by applying the expected rate.

The “expected” weighted average tax rate for the Group was 30.8% and 31.3% in 2000 and 1999,

respectively. These rates were derived by obtaining a weighted average of the expected statutory income tax in

relation to the operating income generated in the various territories in which the Group operates. 

In 2000, the deferred tax assets and liabilities are presented gross on the balance sheet as “Deferred income

tax assets” and “Deferred income tax liabilities”. The 1999 presentation has been adjusted to conform to the

2000 presentation. There is no impact on the 2000 or 1999 statement of income or retained earnings. 
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Table 19.3
Deferred income taxes 2000 1999

Deferred income tax assets

Loss reserves discount 607 608

Unearned premium reserves deduction 253 219

Accruals not currently deductible 272 170

Deferred policy acquisition costs 586 467

Unrealized depreciation of investments 334 285

Unrealized losses in investments in real estate 18 123

Depreciable and other amortizable assets 333 855

Present value of profits of acquired insurance contracts (PVP) 136 149

Deferred front-end fees 406 369

Life policy reserves 542 330

Separate account assets 18 71

Loss carry forwards 576 364

Other 1,063 1,573

Total deferred income tax assets 5,144 5,583

Deferred tax assets not recognized – 233 – 166

Net deferred income tax assets 4,911 5,417

Deferred income tax l iabi l i t ies

Loss reserves discount 491 794

Unearned premium reserves deduction 35 20

Accruals not currently deductible 66 38

Deferred policy acquisition costs 2,395 2,254

Unrealized appreciation of investments 1,819 1,715

Unrealized gains in investments in real estate 418 546

Depreciable and other amortizable assets 717 832

Present value of profits of acquired insurance contracts (PVP) 307 280

Attorney-in-fact relationships 451 467

Life policy reserves 164 126

Separate account liabilities 552 935

Other 724 1,685

Total deferred income tax liabilities 8,139 9,692

Net deferred income tax assets – 4,911 – 5,417

Net deferred income tax liabilities at 31 December 3,228 4,275

in USD millions

The current income tax payable included in other liabilities on the balance sheet at 31 December 2000 and

1999 was USD 736 million and USD 584 million, respectively. 

At 31 December 2000, the Group had income tax loss carryforwards of USD 1,175 million available (subject to

various statutory restrictions) for use in future tax returns, the majority of which expire after 5 years.

20.  Employee benefits  

The Group had 72,930 and 71,390 employees at 31 December 2000 and 1999, respectively. Personnel costs

incurred for 2000 and 1999 were USD 4,216 million and USD 4,063 million, respectively. The 1999 figures have

been restated to retroactively reflect the inclusion of temporary employees directly hired by the Group.

The Group operates a number of active retirement benefit arrangements for pensions. The majority of

employees belong to defined benefit schemes, most of which are funded externally. Other employees participate

in defined contribution schemes providing benefits equal solely to contributions paid plus investment returns.

The Group also operates post-retirement plans, which provide employees with certain post-retirement benefits

other than pensions; the major plans are in the United States.

The net periodic expenses for defined benefit pension plans, defined contribution pension plans and other

post-retirement plans are allocated to the appropriate lines of expenses by function.

The Group adopted IAS 19 (revised 1998), “Employee Benefits” as of 1 January 1999 (see Note 2).
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(a)  Defined benefit  pension plans

Employees of the Group’s operating companies are covered under various pension plans. Eligibility for participation

in the various plans is either based on completion of a specified period of continuous service or date of hire.

Benefits are generally based on the employees’ years of credited service and average compensation in the years

preceding retirement. Annual funding requirements are determined based on actuarial cost methods.

Prior to the adoption of IAS 19 (revised 1998), the transition obligation or asset for some subsidiaries was

determined as of 1 January 1995, the date of IAS adoption, due to the unavailability of prior actuarial data. A

portion of the transition obligation or asset was then allocated to equity as if this IAS standard had been adopted

as of its original effective date. The transition obligation or asset is being amortized over the greater of either

fifteen years or the service period of the employees on a straight-line basis.

Table 20.1
Weighted average assumptions
used in determining the actuarial  
l iabi l i t ies  as  of  31 December 2000 1999

Discount rate 5.5% 5.8%

Expected long-term rate of return on assets 7.2% 7.2%

Future salary increases 3.7% 3.7%

Future pension increases 2.3% 1.9%

Table 20.2
Status of  def ined benefit  pension plans 2000 1999

Fair value of plan assets 6,460 6,771

Present value of obligations – 6,040 – 5,586

Plan assets in excess of obligations 420 1,185

Unrecognized net actuarial gains – 434 – 1,337

Unrecognized prior service cost 3 –

Accrued pension liability at 31 December – 11 – 152

in USD millions

Table 20.3
Components of  net  per iodic  pension benefit/ (expense) 2000 1999

Current service cost – 214 – 250

Interest cost – 308 – 301

Expected return on plan assets 464 433

Net actuarial gains recognized in year 130 9

Past service cost – 46 –

Losses on curtailment or settlement – 12 –

Net periodic pension benefit/(expense) 14 – 109

in USD millions

The actual return on plan assets for the years ended 31 December 2000 and 1999 was USD 86 million and 

USD 928 million, respectively.

Table 20.4
Accrued pension l iabi l i ty 2000 1999

Balance at 1 January – 152 – 453

Effect of adopting IAS 19 (revised 1998) – 197

Current year expense 14 – 109

Contributions paid 130 131

Foreign currency translation effects – 3 82

Balance at 31 December – 11 – 152

in USD millions
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(b)  Defined contr ibution pension plans

Certain of the Group’s operating companies sponsor various defined contribution plans. Eligibility for participation

in the various plans is either based on completion of a specified period of continuous service or date of hire. The

plans provide for voluntary contributions by employees and contributions by employer (matching or otherwise)

which typically range from 0% to 15% of annual salaries, depending on the employees’ years of service. The

Group’s contributions under these plans amounted to USD 49 million and USD 62 million in 2000 and 1999,

respectively.

(c )  Other post-ret irement benefits

Certain of the Group’s operating companies provide a post-retirement benefit program for medical care and life

insurance. Eligibility in the various plans is generally based on completing a specified period of eligible service

and reaching a specified age. The programs pay a stated percentage of medical expenses reduced by deductibles

and other coverage. The cost of post-retirement benefits is accrued during the employees’ service period. The

method of accounting and the frequency of valuations are similar to those for defined benefit pension plans.

Table 20.5
Weighted average assumptions
used in determining the actuarial
l iabi l i t ies  as  of  31 December 2000 1999

Discount rate 7.9% 7.8%

Expected long-term rate of return on assets 7.0% 5.0%

Future salary increases 4.6% 5.3%

Increase in long-term health cost 5.8% 5.9%

Table 20.6
Status of  other post-ret irement benefits 2000 1999

Fair value of plan assets 30 23

Present value of obligations – 180 – 151

Unrecognized net actuarial losses/(gains) 18 – 6

Unrecognized prior service cost – 7 – 2

Accrued other post-retirement liabilities at 31 December – 139 – 136

in USD millions

Table 20.7
Components of  net  per iodic  post-ret irement expense 2000 1999

Current service cost – 4 – 4

Interest cost – 11 – 9

Expected return on plan assets 1 1

Net actuarial losses recognized in year – – 1

Past service cost 1 –

Net periodic post-retirement expense – 13 – 13

in USD millions

The actual return on plan assets was USD 1 million for each of the years ended 31 December 2000 and 1999.

Table 20.8
Accrued other post-ret irement l iabi l i ty 2000 1999

Balance at 1 January – 136 – 138

Effect of adopting IAS 19 (revised 1998) – 10

Current year expense – 13 – 13

Contributions paid 10 5

Balance at 31 December – 139 – 136

in USD millions
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21.  Share compensation and incentive plans

The Group has adopted various incentive and share based compensation plans to attract, retain and motivate

management and employees, to reward them for their contributions to the performance of the Group and

encourage employee share ownership. Share based compensation plans include all plans under which shares,

options to purchase shares or cash based on the performance of the underlying shares are awarded.

Prior to the unification (see Note 1), these plans were based on Allied Zurich and /or Zurich Allied shares. As

part of the unification Allied Zurich and Zurich Allied shares were replaced by Zurich Financial Services shares. 

All share compensation plans have been amended accordingly and the following disclosures have been adjusted

to reflect the plans as if they had always been based on Zurich Financial Services shares.

There was no financial impact on share compensation and incentive plans from the adoption of IAS 19

(revised 1998) in 1999.

(a)  Cash based incentive plans

Various businesses throughout the Group operate short-term incentive programs for executives, management

and in some cases also for employees. Awards are made in cash based on the accomplishment of both

organizational and individual performance objectives. The compensation expense realized in 2000 and 1999 in

connection with these plans was USD 370 million and USD 264 million, respectively.

(b)  Share based plans for  employees

The Group wishes to encourage employees to own shares and has set up a framework based on the

implementation of either share options and/or performance share programs. The plans are tailored to meet 

local market requirements.

Share option plans for  UK employees

The UK Sharesave Scheme commenced in March 1999 and is open to employees in the United Kingdom. On

joining the scheme, participants enter into a savings contract with a bank for the accumulation of contributions

of between GBP 5 and GBP 250 per month for a period of three or five years. An interest bonus is credited at

the end of the savings period. The accumulated funds grant the participants options to acquire Zurich Financial

Services shares at a pre-determined price, which is not less than 80% of the market price prior to grant. Options

under the scheme can normally be exercised for a period of six months after the end of the savings period. 

Early exercise, limited to the value of shares that can be acquired with accrued savings, is permitted in certain

circumstances.

Table 21.1 Shares under Option

Option grant overview – UK Sharesave Scheme 2000 1999

Exercise price: GBP 296.551

Balance at 1 January 230,483 –

Granted2 12,856 247,061

Exercised – 3,345 – 252

Forfeited – 47,877 – 16,326

Balance at 31 December 192,117 230,483

All options granted under the scheme have a single exercise price.

Options granted in year 2000 represent options granted to optionholders at unification due to fractional entitlements after the

conversion.

In addition, a grant of four Zurich Financial Services share options was made to each eligible employee in the

United Kingdom in October 1998. The plan was implemented to assist the transition from the previously existing

plans to the new share based compensation arrangements. The exercise period under this plan is limited to 

a period of six months after the third anniversary of the date of grant (the vesting date). Early exercise in full is

permitted in certain circumstances.

1

2
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Table 21.2 Shares under Option

Option grant overview – UK Transit ion Plan 2000 1999

Exercise price: GBP 268.301

Balance at 1 January 51,444 55,684

Exercised – 854 – 760

Forfeited – 8,827 – 3,480

Balance at 31 December 41,763 51,444

All options granted under the plan have a single exercise price.

Share options under the Allied Dunbar Share Option Scheme were granted in January 2000 to selected Managers

and Franchisees in the United Kingdom. Vesting is over a five year period with an exercise period of six months

after vesting occurs. Participants have the right to acquire Zurich Financial Services shares at the exercise price

determined at the day of grant.

Table 21.3 Shares under Option

Option grant overview – Al l ied Dunbar Share Option Scheme 2000 1999

Exercise price: GBP 256.711

Balance at 1 January – –

Granted 449,065 –

Forfeited – 30,190 –

Balance at 31 December 418,875 –

All options granted under the scheme have a single exercise price.

Employee performance share plans –  United Kingdom, I re land and Switzer land

Under these plans in the United Kindom and Ireland, the participating business units determine each year the

level of award, if any, of Zurich Financial Services shares to the participants. The distribution depends on

organizational performance achievements and is generally stated as a percentage of the annual remuneration.

The shares are normally restricted for 2–3 years and then released to the employees.

In Switzerland, substantially all employees participate in a performance share plan, which provides cash and/or

sales-restricted awards of Zurich Financial Services shares in connection with specific performance achievements.

Any share entitlements accrued under the old share program until 31 December 1997 will continue to be

released annually on the normal release dates.  

Table 21.4 Shares awarded

Shares awarded under employee share plans during the year 2000 1999

Number of Zurich Financial Services shares 56,052 51,248

(c )  Share based plans for  executives

The Group operates long-term incentive plans for senior management. Predominantly the plans comprise option

grants under a Global Share Option Plan and/or participation in Long Term Performance Share Plans. 

Share option plans

Under the Global Share Option Plan, executives are awarded options annually to purchase shares in Zurich

Financial Services, the number of options being determined such that their economic value is a percentage of

the annual salary as of 1 January in the year of grant. The exercise price of the shares is set at 110% of the

average market value of the Zurich Financial Services shares during the month prior to the grant date. The first

grant date under the plan was 1 February 1999. The exercise period is limited to the 4 years following the third

anniversary of the date of grant (the vesting date).

1

1
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Table 21.5 Shares under Option

Option grant overview – Global  Share Option Plan 2000 1999

Exercise price in 20001: GBP 303.07 and CHF 901.20
Exercise price in 19991: GBP 443.88 and CHF 1,157.10

Balance at 1 January 58,137 –

Granted2 88,012 60,722

Forfeited3 – 5,220 – 2,585

Balance at 31 December4 140,929 58,137

For former Allied Zurich shares under option and former Zurich Allied shares under option, respectively.

The amounts include 36,384 and 25,190 former Allied Zurich shares under option and 51,628 and 35,532 former Zurich Allied shares

under option for the years 2000 and 1999, respectively

The amounts include 2,164 and 1,072 former Allied Zurich shares under option and 3,056 and 1,513 former Zurich Allied shares under

option for the years 2000 and 1999, respectively.

The amounts include 58,338 and 24,118 former Allied Zurich shares under option and 82,591 and 34,019 former Zurich Allied shares

under option for the years 2000 and 1999, respectively.

In addition, certain officers and other key employees of Zurich Scudder Investments Inc. participate in a one-time

warrant arrangement with the option to acquire up to an aggregate of 770,000 Zurich Financial Services 

shares. The warrants were granted on 31 December 1997 with 15% of the warrants vesting on each of the first

four anniversaries and the remaining 40% vesting on the fifth anniversary of the grant date. Warrants generally

expire on 31 January 2003.

Table 21.6
Warrant grant overview – Shares under Warrant

Zurich Scudder Investments Warrant Agreement 2000 1999

Exercise price: CHF 678.801

Balance at 1 January 699,071 770,000

Exercised – 95,203 – 70,929

Balance at 31 December 603,868 699,071

All warrants granted under the plan have a single exercise price.

Long-term performance share plans

In 2000, the Group continued to operate long-term incentive plans established at the Group and the business

unit levels. Each principal plan has a three-year performance cycle with a new cycle beginning each year. Specific

performance parameters are established for each line of business and include, for example, return on equity,

insurance operating return or embedded value objectives. The number of shares awarded at the end of the

performance period is determined in relation to the annual salary at the beginning of the performance period.

For plans beginning prior to 1999, awards are made in a combination of cash and sales-restricted/deferred

shares of Zurich Financial Services. Awards under the long-term performance share plans from year 1999 were

made fully in shares of Zurich Financial Services, of which 50% were sales-restricted/deferred for a further

period of three years. A small number of long-term plans in the Group deliver deferred cash awards based on

the performance of the underlying shares.

Table 21.7
Shares awarded under long-term Shares awarded

performance share plans during the year 2000 1999

Number of Zurich Financial Services shares 32,427 22,948

In relation to the above share compensation plans, the Group has set aside a number of Zurich Financial Services

shares to meet the future obligations under these plans. The fair values of these shares are outlined in Table 21.8.

Table 21.8
Fair  value of  shares held by the Group to meet
share based compensation obl igat ions 2000 1999

Balance at 1 January 140 46

Net change during the year – 74 94

Balance at 31 December 66 140

in USD millions

1

2

3

4

1
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The fair values of all share options granted during the years ended 31 December 2000 and 1999 were 

USD 53 million and USD 67 million, respectively. The compensation expenses charged to income for share option

plans in 2000 and 1999 were USD 19 million and USD 15 million, respectively. The compensation expenses

charged to income under the share programs were USD 66 million in 2000 and USD 67 million in 1999.

22.  Shareholders ’  equity

(a)  Issued stock1

As of 31 December 1999, Zurich Financial Services had 85,313,687 new shares of CHF 10 par value common

stock issued and fully paid (restated to retroactively reflect the unification of the Group on 17 October 2000). In

the first half of 2000, a total of 54,043 (1999: 225,813) new shares were issued for the purpose of satisfying the

future requirements of share plans established by the Group as incentives for employees and sales consultants.

Before completion of the unification of the holding structure in October 2000, a total of 1,481,729 shares of 

CHF 10 par value were repurchased from the market at a cost of USD 664 million. As of 31 December 2000,

Zurich Financial Services had 83,886,001 new shares of CHF 10 par value common stock issued and fully paid.

(b)  Authorized stock

Until 16 October 2002, the Board of Zurich Financial Services is authorized to increase its share capital by an

amount not exceeding CHF 60,000,000 by issuing up to 6,000,000 fully paid registered shares with a nominal

value of CHF 10 each. An increase in partial amounts is permitted. The Board determines the date of issue of such

new shares, the issue price, type of payment, conditions for exercising pre-emptive rights, and the beginning of

the dividend entitlement. The Board may issue such new shares by means of a firm underwriting by a banking

institution or syndicate with subsequent offer of those shares to the current shareholders. The Board may allow

the expiry of pre-emptive rights which have not been exercised, or it may place these rights as well as shares,

the pre-emptive rights of which have not been exercised, at market conditions. The Board is further authorized

to restrict or withdraw the pre-emptive rights of shareholders and to allocate them to third-parties if the shares

are to be used:

– for the take-over of an enterprise, or parts of an enterprise or of participations or if issuing shares for the 

financing of such transactions; or

– for the purpose of expanding the scope of shareholders in connection with the quotation of shares on 

foreign stock exchanges.

(c )  Contingent stock

Capital  market instruments and option r ights  to shareholders

The share capital of Zurich Financial Services may be increased by an amount not exceeding CHF 30,000,000 by

issuing up to 3,000,000 fully paid registered shares with a nominal value of CHF 10 each through (1) the

exercise of conversion and/or option rights that are granted in connection with the issuance of bonds or similar

debt instruments by Zurich Financial Services or one of its Group companies in national or international capital

markets and/or (2) by the exercise of option rights which are granted to the shareholders. When issuing 

bonds or similar debt instruments connected with conversion and/or option rights, the pre-emptive rights of the

shareholders will be excluded. The current owners of conversion and/or option rights shall be entitled to subscribe

for the new shares. The conversion and/or option conditions are to be determined by the Board. The Board of

Directors is authorized, when issuing bonds or similar debt instruments connected with conversion and/or option

rights, to restrict or withdraw the right of shareholders for advance subscription in cases where such bonds are

issued for the financing of a takeover of an enterprise, of parts of an enterprise, or of participations. If the right

for advance subscription is withdrawn by the Board, the convertible bond or warrant issues are to be offered 

at market conditions (including standard dilution protection provisions in accordance with market practice) and

the new shares are issued at then current convertible bond or warrant issue conditions. The conversion rights

may be exercisable during a maximum of 10 years and option rights for a maximum of 7 years from the time of

the respective issue. The conversion or option price must equal at least the average of the most recent asked

price on the Swiss Exchange for five business days preceding the determination of the definitive issue conditions

for the respective convertible bond or warrant issues. 

Calculated as if the holding structure had been unified already on December 31, 1999.1
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Employee part ic ipat ion

The share capital may be increased by an amount not exceeding CHF 15,000,000 by issuing up to 1,500,000

fully paid registered shares with a nominal value of CHF 10 each to employees of Zurich Financial Services and

Group companies. The pre-emptive rights of the shareholders, as well as the right for advance subscription, 

are excluded. The issuance of shares or respective option rights to employees shall be subject to one or more

regulations to be issued by the Board of Directors and taking into account performance, function, levels of

responsibility and criteria of profitability. Shares or option rights may be issued to the employees at a price lower

than that quoted on the relevant stock exchange. 

(d)  Addit ional  paid- in capital  (capital  reserve)

This reserve is not ordinarily available for distribution. 

(e)  Dividends

Dividends for Zurich Financial Services shares are declared in CHF. Dividends for former Allied Zurich shares and

former Zurich Allied shares were declared and paid in GBP and CHF, respectively. 

( f )  Dividend restr ict ions and capital  and solvency requirements

Zurich Financial Services is not subject to legal restrictions on the amount of dividends it may pay to its

shareholders other than under the Swiss Code of Obligations. The Swiss Code of Obligations provides that 5%

of the annual profit must be allocated to the general reserve until such reserve in the aggregate has reached

20% of the paid-in share capital. At 31 December 2000, the amount of the general reserve exceeded 20% of

the paid-in share capital of Zurich Financial Services. Similarly, the company laws of many countries in which

Zurich Financial Services’ subsidiaries operate may restrict the amount of dividends payable by such subsidiaries

to their parent companies.

Other than by operation of the restrictions mentioned above, the ability of Zurich Financial Services’

subsidiaries to pay dividends may be restricted or, while dividend payments per se may be legally permitted, 

may be indirectly influenced by minimum capital and solvency requirements that are imposed by insurance, bank

and other regulators in the countries in which the subsidiaries operate as well as by other limitations existing 

in certain of these countries (e.g. foreign exchange control restrictions).

In the United States, for example, restrictions on payment of dividends are imposed by the Insurance

Commissioner of the state of domicile. For the non-life insurance subsidiaries, dividends are limited to a specified

percentage of the previous year’s shareholders’ equity or previous year’s net investment gains, which varies by

state. For life, accident and health insurance subsidiaries, dividends are generally limited to the greater of 10%

of statutory surplus or the statutory net gain from operations. Dividends paid in excess of these limitations

require prior approval of the Insurance Commissioner of the state of domicile.

Under the solvency requirements in the European Union, for example, insurance enterprises in European

Union member countries are required to maintain minimum solvency margins. The required minimum solvency

margin for non-life insurers is the greater of 16% of premiums written for the year or 23% of a three-year

average of claims. Life insurance companies are required to maintain a minimum solvency margin of generally

4% of insurance reserves (up to 1% of separate accounts reserves) plus 0.3 % of the amount at risk under

insurance policies. Very similar minimum capital requirements are applicable for insurance enterprises operating

in Switzerland. In addition to such general principles, under United Kingdom regulatory restrictions for example,

shareholders’ equity includes an amount at each year-end which remains in the long-term business fund of 

Eagle Star Life Assurance Company Limited, one of our subsidiaries. In accordance with section 30 of the United

Kingdom Insurance Companies Act 1982 and defined shareholder interest in with-profits funds, there are

restrictions placed on the amounts which can be transferred to shareholders from the long-term business fund.

As of 31 December 2000, the subsidiaries were substantially in compliance with all applicable regulatory

capital adequacy requirements.
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23.  Investments in associates

Table 23
Signif icant investments Book value Share in profit/(loss) Interest held

in associates 2000 1999 2000 1999 2000 1999

Capital Z Financial Services Fund II LP,
United States 383 271 – 45 47 31.32% 33.20%

PSP Swiss Property AG,
Switzerland 237 – 9 – 40.41% –

InCentive Capital AG, Switzerland 149 – – 6 – 24.97% –

The Guarantee Company of North America,
Canada 71 67 6 8 32.08% 32.00%

Insurance Partners Offshore (Bermuda), L.P.,
Bermuda 58 73 – 16 – 11 54.00% 54.00%

Inter Investisseur S.A., France 17 24 1 2 21.11% 36.85%

Capital Z Investments, L.P., 
Bermuda – 346 – – 19 – 99.50%

Other 266 215 – 3 8

Total at 31 December 1,181 996 – 54 35

in USD millions

Capital Z Investments, L.P., Bermuda was fully consolidated in 2000. Insurance Partners Offshore (Bermuda), L.P.,

Bermuda is not consolidated since it is not controlled by the Group.

24.  Related-party transact ions

In the normal course of business, the Group enters into various transactions with related companies, including

various reinsurance and cost-sharing arrangements. These transactions are not considered material to the Group

either individually or in the aggregate.

Unpaid loans and guarantees granted to directors of the Group and to members of the Group Management

Board amounted to USD 12 million for the year ended 31 December 2000. The corresponding figure for the

directors and for members of the Group Executive Board was USD 11 million for the year ended 31 December 1999.

The term “director” and “members” of the Group Management Board in this context includes the individual 

as well as members of their respective households. Fees paid to the directors of Zurich Financial Services, Allied

Zurich and Zurich Allied in 2000 and 1999 were USD 1.8 million and USD 1.7 million, respectively.

Table 24
Related-party transact ions 2000 1999

Consolidated statement of income for the years ended 31 December

Net earned premiums and policy fees 29 29

Net investment income/(expense) – 24 33

Net realized capital gains 31 5

Other income/(expense) – 5 3

Non–life losses and loss adjustment expenses – 31 – 11

Policyholder dividends and participation in profits 10 –

Underwriting and policy acquisition costs – 13 – 13

Other expenses – – 50

Consolidated balance sheet at 31 December

Policyholder, collateral and other loans 21 14

Reinsurance assets 1 1

Other receivables 14 4

Other assets 1 –

Reserves for losses and loss adjustment expenses – 43 – 39

Reserves for unearned premiums – 11 –

Debt – 3 – 1

Other liabilities – 52 –  66

in USD millions
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25.  Third-party assets  under management

Table 25
Aggregate market value of
third-party assets Institutional Individual Total

under management 2000 1999 2000 1999 2000 1999

Fixed maturities 61,381 55,954 33,382 37,230 94,763 93,184

Equity securities 40,389 47,905 82,134 88,231 122,523 136,136

Cash and short-term investments 4,176 3,069 36,222 28,265 40,398 31,334

Real estate 403 1,887 288 174 691 2,061

Other 28 25 687 896 715 921

Total at 31 December 106,377 108,840 152,713 154,796 259,090 263,636

in USD millions

26.  Supplemental  cash f low disc losures

Significant non-cash investing and financing activity included the conversion of debt securities of USD 52 million

and USD 12 million in 2000 and 1999, respectively.

At 31 December 2000 and 1999, cash and cash equivalents restricted as to use were USD 409 million and 

USD 479 million, respectively.

For the purposes of the cash flow statement, cash and cash equivalents is comprised of the following:

Table 26
Cash and cash equivalents 2000 1999

Cash at bank and in hand 3,617 2,703

Cash equivalents 1,661 1,923

Total at 31 December 5,278 4,626

in USD millions

27.  Derivat ive instruments

(a)  Pr inc iples

The operations of the Group involve the underwriting of policies, which incorporate financial commitments and

guarantees. The main mechanism by which the Group ensures its financial commitments are met by purchasing

financial instruments, which broadly match, by their nature and term, the expected policy benefits. The

investment portfolio is therefore principally determined by the expected rate of investment return applicable to

each investment class, the solvency capital available to meet fluctuations in the prices of each asset class and

the nature of the insurance liabilities.

The Group uses derivative instruments exclusively to manage risks related to its capital, assets and liabilities

and its commitments to third-parties or to efficiently manage its capital, assets and liabilities. The Group, due to

its multinational operations, has foreign currency exposure and, due to the long-term nature of some of its

insurance liabilities, has exposure to interest rate and reinvestment risks. The Group uses derivatives to mitigate

the risks posed by changes in foreign exchange rates and interest rates. Therefore, derivative instruments are

part of general insurance, investment, asset-liability management, capital raising or cash management activities

and must conform to the general guidelines of the Group for these activities, which are documented and

reviewed for compliance by the Group. If the Group were required to settle all outstanding derivative positions,

the sum of all gains and losses would not be material to the Group at 31 December 2000.

During 1997, the Group created a new business unit, Zurich Capital Markets (ZCM), based in New York,

Dublin and London, to offer derivative and derivative-type products to its customers. The capital markets activities

of the Group are conducted by ZCM in the context of providing solutions to customers’ risk management. ZCM

does not engage in proprietary trading. Because ZCM engages in derivative transactions as part of its third-party

client business as opposed to internal risk management, ZCM’s positions on derivative instruments are separately

reported in subsection (c) of this Note 27.
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For interest rate caps, floors and swap transactions, forward and futures contracts and options written, 

only the potential market value of the instruments represents a credit risk to the Group. The Group controls the

credit risk of its interest rate swap agreements and forward and futures contracts through credit approvals,

limits and monitoring procedures.

To limit the credit risk exposure of derivatives, derivatives are generally executed with counterparties rated A

or better by Standard & Poor’s. Wherever possible, efforts are undertaken to net the credit exposure with

individual counterparties in compliance with applicable laws.

(b)  Outstanding posit ions of  the Group (excluding ZCM)

The notional or contractual amounts are used to express the extent of the Group’s involvement in derivative

transactions. This standard measurement of the volume of derivative transactions is not a quantification of

market risk or credit risk and it may not necessarily be recorded on the balance sheet. The term “contractual

amount” is used for derivative instruments for which an exchange of the principal sum at maturity could 

take place, e.g. options, futures, currency swaps. The term “notional amount” describes instruments for which

the principal sum is only notionally lent or borrowed, e.g. interest rate swaps, FRAs.

Table 27.1
Notional  or  contractual For hedging purposes For

amounts of  der ivat ive instruments Asset hedges Liability hedges trading purposes Total

(excluding ZCM) 2000 1999 2000 1999 2000 1999 2000 1999

Swaps

Interest rate swaps 224 422 15 – 497 504 736 926

Currency swaps 62 63 576 578 – – 638 641

Total return equity swaps 80 – – – 3,198 361 3,278 361

Options

Purchased call options – – 103 70 315 565 418 635

Purchased put options 1,135 1,402 159 – – – 1,294 1,402

Sold call options 1,192 – 897 450 – 873 2,089 1,323

Sold put options – – 942 – 360 403 1,302 403

Futures /forwards

Purchased futures / forward contracts 442 364 3,490 240 – – 3,932 604

Sold futures / forward contracts 195 134 – – 33 – 228 134

Total at 31 December 3,330 2,385 6,182 1,338 4,403 2,706 13,915 6,429

in USD millions

Table 27.2

Notional  or  contractual
amounts of  der ivat ive
instruments Remaining life Total

(excluding ZCM) Up to 1 year 1 to 5 years 5 to 10 years over 10 years 2000 1999

Swaps

Interest rate swaps – 609 15 112 736 926

Currency swaps – 211 427 – 638 641

Total return equity swaps 1,377 24 1,877 – 3,278 361

Options

Purchased call options 310 51 57 – 418 635

Purchased put options 1,197 97 – – 1,294 1,402

Sold call options 2,089 – – – 2,089 1,323

Sold put options 1,209 93 – – 1,302 403

Futures /forwards

Purchased futures / forward contracts 3,932 – – – 3,932 604

Sold futures / forward contracts 228 – – – 228 134

Total at 31 December 10,342 1,085 2,376 112 13,915 6,429

in USD millions
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Table 27.3
Fair  value and carrying 
value of  der ivat ive 2000 1999 Carrying

instruments Positive Negative Positive Negative value

(excluding ZCM) fair value fair value fair value fair value 2000 1999

Swaps – 17 41

Interest rate swaps 51 24 78 14

Currency swaps 6 72 7 50

Total return equity swaps 38 30 1 –

Options

Purchased options: 231 239

Purchased call options 171 – 208 –

Purchased put options 61 – 44 –

Sold options: – 15 –

Sold call options – 6 – 52

Sold put options – 9 – 5

Futures /forwards

Purchased futures / forward contracts 163 3 1 2 159 2

Sold futures / forward contracts – – 8 – 1 –

Total at 31 December 490 144 347 123 359 282

in USD millions

Table 27.4 For hedging purposes

Fair  value of Asset Liability For trading purposes Total

der ivat ive instruments Positive Negative Positive Negative Positive Negative Positive Negative

(excluding ZCM) fair value fair value fair value fair value fair value fair value fair value fair value

At 31 December 2000
Swaps

Interest rate swaps – 24 – – 51 – 51 24

Currency swaps – 25 6 47 – – 6 72

Total return equity swaps – 1 – – 38 29 38 30

Options

Purchased call options – – 32 – 139 – 171 –

Purchased put options 58 – 3 – – – 61 –

Sold call options – 1 – 5 – – – 6

Sold put options – – – 9 – – – 9

Futures /forwards

Purchased futures / forward contracts 7 2 156 1 – – 163 3

Sold futures / forward contracts – – – – – – – –

Total at 31 December 2000 65 53 197 62 228 29 490 144

At 31 December 1999
Swaps

Interest rate swaps 1 14 – – 77 – 78 14

Currency swaps 7 – – 50 – – 7 50

Total return equity swaps – – – – 1 – 1 –

Options

Purchased call options – – 39 – 169 – 208 –

Purchased put options 44 – – – – – 44 –

Sold call options – – – 18 – 34 – 52

Sold put options – – – – – 5 – 5

Futures /forwards

Purchased futures / forward contracts – 2 1 – – – 1 2

Sold futures / forward contracts 8 – – – – – 8 –

Total at 31 December 1999 60 16 40 68 247 39 347 123

in USD millions
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The Group independently evaluates the creditworthiness of its counterparties, taking into account credit ratings

assigned by recognized rating organizations. The following table presents the Group’s derivative instruments

portfolio and the associated credit exposure at 31 December 2000. The current exposure is defined as the positive

replacement cost of the derivative transactions. The potential exposure is the estimate of future replacement

costs of these derivative transactions based on add-ons as recommended by the Basle Committee. Options written

normally do not give rise to counterparty credit risk since they obligate the Group, and not its counterparty to

perform. Exchange-traded financial instruments such as futures generally do not give rise to a significant

counterparty exposure due to the margin requirements of the individual exchanges.

Table 27.5 Current exposure Potential exposure Total exposure

Rating Standard and Poor’s 2000 1999 2000 1999 2000 1999

AAA 4 25 2 6 6 31

AA 419 265 368 157 787 422

A 67 57 21 25 88 82

BBB – – 2 2 2 2

Not rated – – – 1 – 1

Total at 31 December 490 347 393 191 883 538

in USD millions

(c )  Outstanding posit ions of  Zur ich Capital  Markets  (ZCM)

ZCM offers derivative transactions to customers as part of structured solutions for their risk management needs.

Because ZCM is a derivative provider, it must manage residual exposures that result primarily in certain market,

credit, liquidity, legal, and operational risks. To implement and maintain sound risk management practices, ZCM

has made significant investments in developing an appropriate control environment including, but not limited

to, obtaining a staff of experienced professional personnel and the latest technology available for financial

derivatives risk management.

The risk management framework developed by ZCM is focused on controlling incremental risk and actively

monitoring the existing portfolio risk. Incremental risk is controlled by subjecting structured customer transactions

to transaction approval processes. Following transaction approval and execution, ZCM dynamically manages the

residual portfolio risk and regularly reports risk measures directly to the Group’s Chief Risk Officer.

Table 27.6
Notional  or  contractual
amounts of  der ivat ive Remaining life Total

instruments Up to 1 year 1 to 5 years 5 to 10 years Over 10 years 2000 1999

Swaps

Interest rate swaps 2 3,186 655 1,301 5,144 1,386

Currency swaps – 994 98 283 1,375 93

Total return equity swaps 17 126 – – 143 823

Credit default swaps – 195 253 180 628 721

Options

Purchased call options 3 – – – 3 450

Purchased put options – 12 – – 12 684

Sold call options – 1,653 402 – 2,055 817

Sold put options – 1,890 951 – 2,841 1,952

Futures /forwards

Purchased futures / forward contracts 1,409 96 – – 1,505 171

Sold futures / forward contracts 384 – – – 384 156

Total at 31 December 1,815 8,152 2,359 1,764 14,090 7,253

in USD millions
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Table 27.7
Fair  value and carrying 2000 1999 Carrying

value of  der ivat ive Positive Negative Positive Negative value

instruments fair value fair value fair value fair value 2000 1999

Swaps 21 138

Interest rate swaps 261 220 10 14

Currency swaps 66 59 6 –

Total return equity swaps 10 16 153 21

Credit default swaps 4 1 4 –

Options

Purchased options: 16 39

Purchased call options 1 – 30 –

Purchased put options – 1 9 –

Sold options: – 767 – 111

Sold call options – 388 14 129

Sold put options 15 330 23 19

Futures /forwards

Purchased futures / forward contracts 44 29 1 – 63 1

Sold futures / forward contracts 23 11 9 – – 40 9

Total at 31 December 424 1,055 259 183 – 707 76

in USD millions

Current exposure represents the cost to ZCM of replacing all derivative transactions if all entities to which ZCM

has exposure were to default. Current exposure takes into account legally recognized netting arrangements and

acceptable credit enhancements where applicable, but no estimate of recovery. Potential exposure, based on 

an industry standard methodology, is the estimate of the potential replacement cost of all derivative transactions

under various market conditions simulated using the Monte Carlo technique, also taking into account netting

and credit enhancements but with no estimate of recovery.

Table 27.8 Current exposure Potential exposure

Rating Standard and Poor’s 2000 1999 2000 1999

AAA 971 363 1,230 559

AA 330 150 738 398

A 341 488 510 636

BBB 11 10 15 10

BB 11 – 12 –

Not rated 15 – 19 16

Total at 31 December 1,679 1,011 2,524 1,619

in USD millions

28.  Fair  value of  f inancial  instruments

The methods and assumptions used by the Group in estimating the fair value of the financial instruments are:

– Cash and short-term investments: carrying amounts approximate fair values.

– Fixed maturities securities: fair values are generally based upon quoted market prices. Where market prices 

are not readily available, fair values are estimated using either values obtained from independent pricing 

services or quoted market prices of comparable investments.

– Equity securities: fair values are based on quoted market prices.

– Mortgage loans on real estate: fair values of loans on real estate are estimated using discounted cash flow 

calculations based upon the Group’s current incremental lending rates for similar type loans.

– Policyholders’ collateral and other loans: fair values of collateral loans are estimated using discounted cash 

flow calculations based upon the Group’s current incremental lending rates for similar type loans. The fair 

values of policy and other loans are not calculated and are not significant to the Group.

– Derivative and other financial instruments (included in other investments): fair values are estimated based on

quoted market prices, on prices provided by independent brokers, or are calculated on best market practice.

– Other invested assets, for which quoted market prices are not readily available, are not fair valued and are 

not significant to the Group.

– Universal life and other investment contracts: fair values are estimated using discounted cash flow 

calculations based on interest rates currently being offered for similar contracts with maturities consistent 

with those remaining for the contracts being valued.
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– Debt: fair values are estimated using discounted cash flow calculations based upon the Group’s current 

incremental borrowing rates for similar types of borrowings with maturities consistent with those remaining 

for the debt being valued.

Table 28
Fair  value of Farmers

f inancial  instruments Manage- Asset Total Total carrying

at  31 December (after Non-life Life Reinsur- ment Manage- fair value value

inter-segment el iminations) Insurance Insurance ance Services ment 2000 1999 2000 1999

Fixed maturities 19,654 42,579 10,494 302 234 73,263 72,218 73,250 72,209

Equity securities 9,180 13,995 4,464 242 997 28,878 26,256 28,878 26,256

Mortgage loans on real estate 590 3,951 1 – 103 4,645 4,804 4,557 4,601

Policyholder, collateral and
other loans 354 2,402 178 185 2 3,121 3,300 3,335 3,261

Other invested assets 1,194 357 655 – 66 2,272 1,983 2,263 1,922

Short-term investments 973 434 155 – 258 1,820 1,864 1,820 1,864

Cash and cash equivalents 1,002 1,461 1,896 154 765 5,278 4,626 5,278 4,626

Universal life and
other investment contracts – 3 – 12,624 – – – – 12,627 – 12,205 – 11,687 – 11,303

Debt – 5,047 – 247 – 3,630 – 497 – 23 – 9,444 – 6,094 – 9,460 – 6,051

Obligation to repurchase securities – 624 – 1,119 – 300 – – – 2,043 – 748 – 2,043 – 748

in USD millions

29.  Earnings per  share

Basic earnings per share is computed by dividing income available to shareholders by the weighted average

number of common shares outstanding for the period, excluding the average number of shares held as treasury

shares. Diluted earnings per share reflects the effect of potentially dilutive shares.

Table 29 Net income

Earnings per  share (in USD millions) Shares Per share (USD)

2000
Basic earnings per share 2,328 84,507,537 27.55

Effect of dilutive shares
Compensation and incentive plans – 416,630 – 0.14

Diluted earnings per share 2,328 84,924,167 27.41

1999
Basic earnings per share 3,264 84,683,335 38.54

Effect of dilutive shares
Compensation and incentive plans – 226,763 – 0.10

Convertible debt 3 144,033 – 0.03

Diluted earnings per share 3,267 85,054,131 38.41



30.  Commitments and contingencies

The Group has provided guarantees or commitments to external parties, associates, partnerships and joint

ventures. These arrangements include commitments under certain conditions to make liquidity advances to cover

delinquent principal and interest payments, make capital contributions or provide equity financing. The Group’s

guarantees were USD 975 million and USD 410 million at 31 December 2000 and 1999, respectively. The Group

knows of no event of default that would require it to satisfy these guarantees. Additionally, the Group had

approximately USD 2,374 million and USD 1,548 million in assets pledged as security at 31 December 2000 and

1999, respectively.

The Group has committed to contribute USD 4.4 billion and USD 2.1 billion in capital to its associates at 

31 December 2000 and 1999, respectively, that engage in making investments in direct private equity, private

equity funds, emerging market funds and hedge funds, of which USD 1.1 billion and USD 520 million have been

funded at 31 December 2000 and 1999, respectively. Included in the amount of USD 4.4 billion is USD 2 billion

in respect of commitments under a non-binding term sheet. This commitment will become fully binding 

on completion of the related legal agreements, which are currently subject to negotiation. Part of these

commitments may be called at any time and in any amount, based on various criteria. Included within the

commitment is an allocation for hedge fund investments of USD 619 million, of which USD 333 million and

USD 239 million have been funded at 31 December 2000 and 1999, respectively. The Group has certain rights

to the return of its capital invested in hedge funds prior to the partnership termination if certain performance

thresholds are not met. 

To secure certain reinsurance contracts, irrevocable letters of credit of USD 2,135 million and 1,244 million

and surety bonds of USD 100 million and USD 361 million were outstanding at 31 December 2000 and 1999,

respectively. The Group has undrawn loan commitments in its banking subsidiaries of USD nil million and 

USD 142 million at 31 December 2000 and 1999, respectively.

The Group had other commitments and contingencies of USD 20,218 million and USD nil million outstanding

at 31 December 2000 and 1999, respectively. This amount includes future rent commitments of USD 132 million

and a securities lending protection agreement, which a subsidiary of Zurich Capital Markets has entered into.

Under this agreement, if a broker defaults on his securities lending margin obligations, or becomes insolvent,

the subsidiary of Zurich Capital Market is committed to pay the difference between the collateral and the cost of

replacing the loaned securities. The total notional limit of this agreement is USD 20 billion. The Group would be

exposed under this transaction if, simultaneously, the third-party financial institution’s counterparties default,

the underlying value of the securities rise sharply, and the collateral posted with the Group falls sharply in value.

At 31 December 2000, a loss on this contingency is neither probable nor estimable. At 31 December 2000, 

the Group’s exposure to securities under the securities lending activity protection agreement amounted to 

USD 2,292 million and the Group held collateral of USD 2,351 million.

Through the normal course of investment operations, the Group commits to either purchase or sell securities

or money market instruments at a specified future date and at a specified price or yield. The inability of

counterparties to honor these commitments may result in either a higher or lower replacement cost. Also, there

is likely to be a change in the value of the securities underlying the commitments. The Group had commitments

to purchase investments for USD 118 million and 161 million at 31 December 2000 and 1999, respectively.

In connection with the sale of a subsidiary to European Reinsurance Company on 10 December 1999, Zurich

Insurance Company entered into a trust agreement and several other agreements pursuant to which Zurich

Insurance Company agreed to manage assets of the trust established by the trust agreement of approximately

USD 350 million and to provide investment returns to European Reinsurance Company of the higher of 7% per

annum or the most recent annualized UK Retail Prices Index inflation rate plus 100 basis points on the trust

assets under management.

The Group has entered into various operating leases as lessee for office space and certain computer and other

equipment. Rental expenses for these items totaled USD 125 million and USD 234 million for the years ending

31 December 2000 and 1999, respectively.
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Table 30

Future payments under non-cancelable operat ing leases
with terms in excess of  one year Rental payments

2001 117

2002 96

2003 79

2004 69

2005 68

2006 and thereafter 341

Total 770

in USD millions

The Group also leases its real estate held for investment to outside parties under operating leases as lessor. 

The Group and its subsidiaries are continuously involved in legal proceedings, claims and litigation arising, 

for the most part, in the ordinary course of its business operations as an insurer. The outcome of such current

legal proceedings, claims and litigation could have a material effect on operating results or cash flows when

resolved in a future period. However, in the opinion of management these matters will not materially affect the

Group’s consolidated financial position.

The Group has received notices from various tax authorities asserting deficiencies in taxes for various years.

The Group believes that it has meritorious legal defenses to those claims and believes that the ultimate outcome

of the cases will not result in a material impact on the Group’s consolidated results of operation or financial

position.

At 31 December 2000 and 1999, the Group’s cumulative provision resulting from the ongoing review by the

United Kingdom regulators into the sale of personal pension plans and endowment products in the United

Kingdom amounted to USD 385 million and USD 448 million, respectively. This amount represents our best

estimate of the probable cost and expenses incurred in the review based on the current rules and requirements of

the United Kingdom regulators. During the course of the pensions review process, the regulators have revised

these rules on a number of occasions. Consequently, the Group cannot predict any changes to the provisions

which may result from the actions of the United Kingdom regulators. As a result, there can be no assurance that

the Group may not need to increase the current provision.

31.  Consol idated companies

A list of operating companies and other important holdings, together with the country of incorporation and the

Group’s ownership interest, is included on pages 91 to 96.

32.  Subsequent events

On 9 February 2001, the Group refinanced most of Zurich Insurance Company’s short term debt outstanding as

of 31 December 2000 with the proceeds of a non-dilutive, deeply subordinated hybrid equity transaction. 

Under the terms of the transaction, in the United States domiciled Zurich RegCaPS Funding Trusts I-VI placed six

series of Trust Capital Securities in the total amount of USD 1,125 million to a limited number of United States

institutional investors. The securities, which have been issued under rule 144A in the United States, are

perpetual and non-cumulative. They are backed by Farmers Group, Inc. Class C shares. Zurich Financial Services

has the option to call the securities after five, seven or ten years, depending on the series. Two series have fixed

(6.01% and 6.58%) and four have floating rate (between Libor +46bps and +71bps) coupons, that step up

after the optional call dates have expired.
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Operating insurance and asset management companies 
incl. branch offices and other important holdings
As of 31 December 2000, local currency, in millions

Legend: A Asset Management

F Farmers Management Services

L Life Insurance

N Non-life Insurance

R Reinsurance

Argentina

Zurich Argentina, 
Buenos Aires N/L 100.00 ARS 147 113

Eagle Star,
International Life,
Buenos Aires L branch ARS 350 62

Zurich Iguazú
Comp. de Seg.,
Buenos Aires L 100.00 ARS 6 –

Austral ia

Zurich Australian 
Insurance, Sydney N 100.00 AUD 1,777 539

Zurich Australia Ltd., 
Sydney L 100.00 AUD 5,472 116

Zurich Financial Services 
Australia, Sydney N 100.00 AUD 315 –

Zurich Insurance Company
Australian Branch, Sydney R branch USD 32 21

Austr ia
Zürich Kosmos, Vienna N/L 99.98 ATS 14,230 3,076

Bahamas
Micoba Holdings, Nassau N 100.00 USD 9 –

Belgium

D.B.V. Algemene Verzeker-
ingsmaatschappij, Dilbeek N 100.00 BEF 3,034 549

Zurich, Brussels N branch BEF 23,948 6,270

Zurich Vie, Brussels L branch BEF 39,183 3,491

Zurich International (Belgique),
Brussels N 100.00 BEF 686 232

Zurich Universal, 
Antwerp N 66.94 BEF 941 498

Bermuda

BG Investments, Hamilton N 100.00 USD 1,258 –

Centre Group 
Holdings, Hamilton R 100.00 USD 595 –

Centre Life Reinsurance,
Hamilton R 100.00 USD 1,573 306

Centre Reinsurance, 
Hamilton R 100.00 USD 1,995 69

Centre Reinsurance (U.S.), 
Hamilton R 100.00 USD 1,938 155

CentreLine Reinsurance, 
Hamilton R 100.00 USD 1,276 3

Centre Solutions 
(Bermuda), Hamilton R 100.00 USD 2,133 298

Centre Solutions (U.S.), 
Hamilton R 100.00 USD 665 209

Coral Shield Insurance, 
Hamilton N 100.00 USD 16 3

ZCM Holdings (Bermuda),
(and subsidiaries), Hamilton R 100.00 USD 8,753 47

Zurich Asia Holdings, 
Hamilton N 90.00 USD 38 –

Zurich Centre Group 
Holdings, Hamilton R 100.00 USD 1,328 –

Zurich Insurance,
Hamilton N branch USD 351 176

Zurich International 
(Bermuda), Hamilton N 100.00 USD 1,008 29

Berfin Ltd. (Bermuda), 
Hamilton N 100.00 USD 141 –

Capital Z Investments, L.P,
New York A 99.50 USD 656 –

ZG Investments II Ltd.,
Pembroke A 100.00 USD 442 –

ZG Investments III Ltd.,
Pembroke N 100.00 USD 235 –

ZG Investments Ltd.,
Hamilton N 100.00 USD 967 –

Zurich Global Energy Ltd.,
Hamilton N 100.00 USD 36 –

Bol iv ia

La Boliviana Ciacruz
de Seguros, La Paz N/L 51.00 BOB 190 133

Brazi l

Zurich-Brasil Seguros,
São Paulo N/L 100.00 BRL 105 102

Zurich Participações
e Representações,
São Paulo N 100.00 BRL 3 –

Canada

Peopleplus Insurance 
Company, Toronto N 100.00 CAD 618 220

World Travel Protection
Canada, Toronto N 100.00 CAD 3 6

Zurich, Toronto N branch CAD 2,033 772

Zurich Canadian Holdings, 
Toronto N 100.00 CAD 610 –

Zurich Life Insurance 
Company of Canada,
Toronto L 100.00 CAD 1,178 195

Zurich Life of
Canada Holdings, Toronto L 100.00 CAD 75 –

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income
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Local currency, in millions

Chi le

Chilena Consolidada, 
Santiago de Chile N 78.46 CLP 62,712 37,743

Chilena Consolidada Vida, 
Santiago de Chile L 98.94 CLP 412,756 84,933

Inversiones Suizo Chilena, 
Santiago de Chile N 100.00 CLP 32,200 –

Zurich Investments
Chile S.A.,
Santiago de Chile A 99.96 CLP 65 –

China

Zurich Insurance Company, 
Representative Offices in 
Beijing, Guangzhou, 
Hanszou and Shanghai N

Eagle Star Insurance
Company, Representative
Office, Beijing N

Cyprus
Rimswell Investments, 
Limassol R 100.00 USD 299 –

Czech Republ ic

Zurich Pojistovna, Prague N branch CZK 1,194 740

Denmark

Zurich, Copenhagen N branch EUR 185 74

Estonia

Zürich Kindlustuse Eest
Aktiaselts, Tallinn N 100.00 EUR 5 2

Finland

Zurich, Helsinki N branch EUR 4 4

France

Eagle Star Vie, Paris L 100.00 FRF 5,522 364

Zurich, Paris N branch EUR 820 135

Zurich Epargne, Paris L 100.00 EUR 77 1

Zurich International 
(France), Paris N 99.98 EUR 510 143

Zurich Vie, Paris L branch EUR 985 13

ZURITEL, Paris N 99.99 EUR 17 7

Germany

DA Deutsche Allgemeine, 
Frankfurt N 100.00 DEM 488 152

DA Deutsche Allgemeine 
Leben, Frankfurt L 100.00 DEM 49 12

Patria Versicherung, 
Cologne N 99.20 DEM 250 143

Zürich-Agrippina 
Beteiligungs-AG, Frankfurt N 100.00 DEM 947 154

Zürich-Agrippina 
Krankenversicherung,
Cologne L 100.00 DEM 16 11
Zürich, Frankfurt N branch DEM 324 4

Zürich Investmentgesellschaft
mgH., Frankfurt N 100.00 DEM 89 –

Zurich Leben, Frankfurt L branch DEM 268 121

Zürich Rückversicherung 
(Köln), Cologne R 98.00 USD 1,288 450

Zürich Agrippina Versicherung
Aktiengesellschaft,
Frankfurt N 99.60 DEM 7,575 2,540

Zürich Agrippina
Lebensversicherungs AG,
Frankfurt L 99.20 DEM 17,983 1,714

Guam

Zurich Insurance (Guam), 
Agana N 90.00 USD 27 48

Hong Kong

Paofoong Insurance 
Company, Hong Kong N 100.00 HKD 95 41

Wing Hang Zurich Insurance
Company, Hong Kong N 35.00 HKD 77 22

Zurich Insurance (Asia), Ltd. 
Hong Kong N 100.00 HKD 373 154

Centre Representative
(Asia) Limited, Hong Kong R 100.00 USD 2 –

Eagle Star Insurance
Company, Hong Kong N branch HKD 505 288

Eagle Star Life
Ass., Hong Kong Branch,
Hong Kong L branch HKD 4,883 383

Hungary

Rimswell Hungary 
Consulting, Budapest R 100.00 USD 324 –

Zürich Biztosító Rt., 
Budapest N 100.00 HUF 2,209 1,070

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income

Legend: A Asset Management

F Farmers Management Services

L Life Insurance

N Non-life Insurance

R Reinsurance
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Local currency, in millions

India

Zurich Asset
Management (India) Ltd.,
Bombay A 75.00 INR 297 –

Indonesia

P.T. Zurich Insurance, 
Jakarta N 80.00 IDR 153,896 106,644

P.T. Zurich PSP Life 
Insurance, Jakarta L 77.50 IDR 44,218 13,544

I re land

Centre Insurance 
International, Dublin R 100.00 USD 122 11

Centre Reinsurance 
International, Dublin R 100.00 USD 1,336 186

Eagle Star Insurance 
(Ireland), Dublin N 100.00 GBP 416 124

Eagle Star Life Assurance 
of Ireland, Dublin L 100.00 GBP 1,509 49

Orange Stone Holdings,
Dublin R 100.00 USD 1,023 –

Orange Stone Reinsurance,
Dublin R 100.00 USD 681 –

Orange Stone Reinsurance
Dublin, Dublin R 100.00 USD 405 –

Zurich, Dublin N branch GBP 24 8

Centre Finance Dublin
International, Dublin R 100.00 USD 94 –

I ta ly

Erbasei, Milan N 100.00 ITL 96,527 –

SIAR, Rome R 100.00 ITL 68,476 1,356

La Sicurtà 1879, Milan N 100.00 ITL 73,803 44,398

Zurich, Milan N branch ITL 2,746,355 1,100,815

Zurich International 
(Italia), Milan N 99.99 ITL 1,074,624 386,675

Zurich Investments Life,
Milan L 100.00 ITL 5,138,330 137,126

Zurich Investments SGR,
Milan A 100.00 ITL 46,571 –

Zurich Investments Sim,
Milan A 100.00 ITL 31,743 –

Zurich Investments Gest. SIM,
Milan A 100.00 ITL 5,583 –

ZurigoSim S.p.A.,
Milan A 100.00 ITL 3,289 –

Japan

Zurich, Tokyo N branch JPY 20,129 22,168

Zurich Life, Tokyo L branch JPY 11,152 7,154

Korea,  Republ ic  of

Zurich Insurance Company
Representative Office, 
Seoul N

Latvia

AAS Zurich Latvia, Riga N 100.00 EUR 4 1

Liechtenstein

Zurich, Vaduz N branch

Lithuania

UADB Zurich Draudimas, 

Vilnius N 100.00 EUR 1 1

Luxembourg

Zurich Eurolife, Luxembourg L 100.00 LUF 8,501 590

Zurich, Luxembourg N branch LUF 2,026 1,258

Malaysia

Zurich Insurance (Malaysia), 
Kuala Lumpur N 90.00 SGD 77 38

Zurich Insurance Company
Labuan Branch Office, 
Labuan R branch USD 4 1

Malta

Eagle Star Malta,
La Valletta N 100.00 MTL 1 –

Maurit ius

Zurich Finance (Mauritius),
Port Louis N 100.00 INR 350 –

Mexico

Zurich Compañia de 
Seguros, Mexico City N 98.80 MXN 1,732 1,301

Zurich Vida, Mexico City L 99.99 MXN 320 268

Zurich Afore, Mexico City A 90.90 MXN 182 –

Morocco

Zurich Compagnie 
Marocaine d’Assurances,
Casablanca N 96.73 MAD 1,698 297

New Zealand

Zurich Australian Insurance, 
New Zealand Branch, 
Auckland N branch NZD

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income

Legend: A Asset Management

F Farmers Management Services

L Life Insurance

N Non-life Insurance

R Reinsurance
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Local currency, in millions

Netherlands

Zurich, Leidschendam N branch NLG 993 292

Zurich International 
(Nederland), 
Leidschendam N 100.00 NLG 53 12

Zurich Leven, 
Leidschendam L 100.00 NLG 628 34

Zurich Leven, The Hague L branch NLG 4,949 326

Zurich Atrium B.V.,
Amsterdam A 100.00 NLG 264 –

Netherlands Anti l les

Z.I.C. International N.V., 
Curaçao N 100.00 CHF 23 –

Cursud N.V., Curaçao N 100.00 USD 4 –

Norway

Zurich, Oslo N branch EUR 125 28

Zurich Holding Norge, Oslo N 100.00 EUR 78 –

Zurich Protector 
Forsikring, Oslo N 100.00 EUR 128 64

Papua New Guinea
Zurich Pacific Insurance, 
Port Moresby N 100.00 AUD 20 10

Phi l ippines

Zurich General Insurance, 
Metro Manila N 100.00 PHP 743 320

Zurich Life Insurance, 
Metro Manila L 100.00 PHP 295 17

Poland

Zurich Insurance Company,
(Poland) Warsaw N 100.00 PLN 84 24

Zurich Life Insurance 
Company (Poland), 
Warsaw L 100.00 PLN 167 42

Zurich Polska Sp.z.o.o.,
Warsaw A 100.00 PLN 125 –

Zurich Powszechne (Poland),
Warsaw A 100.00 PLN 92 –

Zurich Sp.z.o.o. (Poland),
Warsaw A 100.00 PLN 61 –

Portugal

Zurich Companhia de 
Seguros, Lisbon N 100.00 PTE 62,913 32,295

Companhia de Seguros
Eagle Star Vida, Lisbon L 100.00 PTE 42,850 5,926

Zurich Life, Lisbon L branch PTE 18,200 1,234

Russia

Zurich Insurance Company 
(Russia), Moscow N 49.00 RUR 110 159

Singapore

Zurich Insurance (Singapore), 
Singapore N 100.00 SGD 85 34

Zurich Reinsurance 
Regional Office, 
Singapore R branch USD 37 32

Slovakia

Zurich Poistovna, Bratislava N 100.00 SKK 138 37

South Afr ica

South African Eagle
Insurance, Johannesburg N 83.60 GBP 214 178

Spain

Zurich España, 
Barcelona N 99.78 ESP 238,687 137,553

Vida SA, 
Zurich, Madrid L 100.00 ESP 220,681 26,840

Sri  Lanka

Eagle Insurance Company,
Colombo N/L 51.00 LKR 5,487 2,160

Eagle NDB Fund
Management Co. Ltd.,
Colombo A 51.00 LKR 26 –

Zurich NDB Fin. 
Lanka (Private) Ltd.,
Colombo N 58.44 LKR 860 –

Sweden

Zurich, Stockholm N branch EUR 530 191

Switzer land

Alpina, Zurich N 100.00 CHF 1,966 451

Assuricum, Zurich N 100.00 CHF 677 –

Centre Solutions, Zurich R 100.00 CHF 8 –

INZIC, Zug N 100.00 CHF 2,285 –

La Genevoise Générale, 
Geneva N 100.00 CHF 353 50

La Genevoise Vie, Geneva L 100.00 CHF 7,249 831

Orion, Basle N 56.00 CHF 38 20

Rüd, Blass & Cie AG, Zurich A 100.00 CHF 946 –

Turegum Versicherungs-
gesellschaft, Zurich R 100.00 CHF 770 4

Zurich Insurance 
Company, Zurich N/R 100.00 CHF 22,635 43

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income

Legend: A Asset Management

F Farmers Management Services

L Life Insurance

N Non-life Insurance

R Reinsurance
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Local currency, in millions

Zürich, Swiss Branch, 
Opfikon N branch CHF 7,249 2,039

Zurich Group Holding,
Zurich N 100.00 CHF 11,817 –

Zürich Invest Bank, Zurich A 100.00 CHF 348 –

Zürich Leben, Zurich L 100.00 CHF 1,860 11

Zurich Financial Services,
Zurich N CHF 11,539 –

Taiwan

Zurich Insurance 
(Taiwan), Taipei N 83.10 TWD 13,210 5,620

Zurich Life, Taipei L branch TWD 1,566 812

Zurich Securities Inv. Trust,
Taipei A 100.00 TWD 291 –

Thai land

Thai Zurich Insurance Co., 
Bangkok N 25.00 THB 3,100 1,096

Zurich National Life 
Ass. Co. Lt., Bangkok L 25.00 THB 579 27

United Kingdom

Allied Dunbar Assurance,
Swindon L 100.00 GBP 27,981 543

Eagle Star Group Services,
London N 100.00 GBP 46 –

Eagle Star Holdings,
London N 100.00 GBP 1,643 –

Eagle Star Insurance,
London N 100.00 GBP 4,726 852

Eagle Star (International
Life), Isle of Man L 100.00 GBP 1,583 64

Eagle Star Life Assurance,
London L 100.00 GBP 13,312 205

Gresham Investment
Trust, London A 100.00 GBP 139 –

Sterling Assurance, 
Swindon L 100.00 GBP 352 5

Turegum Insurance 
Company, London N 100.00 USD 459 –

Zurich, Portsmouth N branch GBP 1,913 948

Zurich Financial Services
(UKISA), London N 100.00 GBP 3,488 –

Zurich Financial Services
(Jersey), Jersey N 100.00 EUR 351 –

Zurich GSG, Wilmslow N 100.00 GBP 13 5

Zurich Holdings (UK), 
Portsmouth N 100.00 GBP 169 –

Zurich Insurance 
(Jersey), Jersey N 100.00 USD 30 –

Zurich International (UK),
London N 100.00 GBP 411 126

Zurich Life, Portsmouth L 100.00 GBP 1,050 111

Zurich Specialties London,
London N 100.00 USD 1,836 346

Allied Dunbar International,
Isle of Man L 100.00 GBP 875 13

Allied Zurich Holdings 
Limited, Jersey N 100.00 GBP 233 –

Centre Re 
Representative Ltd., London R 100.00 GBP 1 –

Allied Zurich p.l.c., London N 100.00 GBP 2,038 –

Zurich Scudder Inv. 
Holdings, London A 100.00 GBP 1,161 –

ZFS UK IFA Group Limited,
London L 100.00 GBP 18 –

United States of  America

Cedar Hill Holdings,
Scottsdale R 93.75 USD 72 28

Centre Holdings (Delaware), 
New York R 100.00 USD 927 –

Centre Insurance Company, 
Wilmington R 100.00 USD 969 272

Centre Life Insurance  
Company, Boston R 100.00 USD 3,267 103

Empire Fire and Marine, 
Omaha N 100.00 USD 760 516

Empire Indemnity, Omaha N 100.00 USD 123 60

Farmers Group, 
Los Angeles F 100.00 USD 5,132 –

Farmers New World Life
Insurance, Mercer Island L 100.00 USD 6,196 479

Farmers Reinsurance,
Los Angeles R 100.00 USD 973 1,000

Federal Kemper Life
Assurance, Long Grove L 100.00 USD 3,474 297

Kemper Corp., 
Schaumburg L 100.00 USD 1,814 –

Kemper Investors Life 
Insurance, Long Grove L 100.00 USD 15,877 106

Orange Stone Delaware
Holdings, New York R 100.00 USD 1,201 –

REM, New York N 100.00 USD 44 –

Zurich Scudder 
Investments, New York A 80.00 USD 2,600 –

Universal Underwriters, 
Overland Park N 100.00 USD 1,429 789

Universal Underwriters 
Life, Overland Park L 100.00 USD 414 91

Universal Underwriters 
of Texas, Overland Park N 100.00 USD 78 28

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income

Legend: A Asset Management

F Farmers Management Services

L Life Insurance

N Non-life Insurance

R Reinsurance
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Local currency, in millions

Legend: A Asset Management

F Farmers Management Services

L Life Insurance

N Non-life Insurance

R Reinsurance

Gross

Core Holding Cur- Total premiums/

business % rency assets fee income

ZC Specialty Insurance, 
Stamford R 100.00 USD 293 31

ZC Sterling Corporation,
New York R 100.00 USD 188 5

Zurich American Insurance 
Company (and subsidiaries), 
Schaumburg N 100.00 USD 17,280 5,896

Zurich Finance (USA), 
Schaumburg N 100.00 USD 1,005 –

Zurich Holding Company  
of America, Schaumburg N 100.00 USD 6,029 –

Zurich Life Insurance 
Company of America, 
Long Grove L 100.00 USD 544 101

Zurich Reinsurance Centre 
Holdings, New York R 100.00 USD 937 –

Zurich Reinsurance (North
America), New York R 100.00 USD 5,398 1,435

Centre Group Holdings 
(U.S.) Ltd., New York R 100.00 USD 387 –

ZC Resource LLC, New York R 100.00 USD 28 –

Zurich Centre Group LLC,
New York R 100.00 USD 30 –

Zurich Payroll Solutions Ltd.,
New York R 100.00 USD 30 –

Venezuela

Seguros Sud America, 
Caracas N/L 68.09 USD 114 69

Zurich Internacional de 
Venezuela, Caracas N 100.00 USD 1 –

Vietnam

Zurich, Representative 
Office, Ho Chi Minh City N
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To the General Meeting of Zurich Financial Services, Zurich

As auditors of the Group, we have audited the consolidated financial statements (statement of income, balance

sheet, statement of cash flows, statement of shareholders’ equity, schedules and notes on pages 35 to 96) of

Zurich Financial Services as of and for the years ended 31 December 2000 and 1999.

These consolidated financial statements are the responsibility of the Board of Directors. Our responsibility is

to express an opinion on these consolidated financial statements based on our audit. We confirm that we meet

the legal requirements concerning professional qualification and independence.

Our audit was conducted in accordance with auditing standards promulgated by the Swiss Profession, 

with the International Standards on Auditing issued by the International Federation of Accountants (IFAC), and

with auditing standards generally accepted in the United States of America, which require that an audit be

planned and performed to obtain reasonable assurance about whether the consolidated financial statements

are free from material misstatement. We have examined on a test basis evidence supporting the amounts and

disclosures in the consolidated financial statements. We have also assessed the accounting principles used,

significant estimates made and the overall consolidated financial statement presentation. We believe that our

audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the financial position, the

results of operations and the cash flows in accordance with International Accounting Standards and comply

with Swiss law.

We recommend that the consolidated financial statements submitted to you be approved.

PricewaterhouseCoopers AG

CM Stooke L Marbacher

Zurich, 21 March 2001

Zurich Financial Services Group Consolidated Financial Statements

Report of the Group auditors
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Key figures 1997–2000
in USD millions

Key f igures 2000 1999 1998 19971

Total  business

Gross written premiums, policy fees and insurance deposits3 39,244 37,888 36,198 34,261

(insurance deposits included above) 8,834 8,672 6,933 6,586

Net investment income 6,158 6,096 6,351 6,466

Operating income2 3,169 5,177 4,093 3,474

Net income 2,328 3,264 820 2,208

Investments 125,490 121,644 126,001 116,474

Shareholders’ equity 20,674 21,776 22,497 21,081

Segment data (before inter-segment el iminations)

Non-l i fe  Insurance

Gross written premiums and policy fees 18,899 17,212 17,518 17,158

Net written premiums and policy fees 14,322 13,376 14,768 14,154

Net underwriting result – 749 – 834 – 1,434 n/a

Net investment income 1,767 1,828 1,966 2,112

Operating income2 865 1,819 1,731 1,317

Net income 460 1,408 – 434 867

Net underwriting reserves 25,428 28,177 31,768 28,913

Life Insurance

Gross written premiums, policy fees and insurance deposits3 16,296 16,758 15,366 14,415

Gross written premiums and policy fees 7,462 8,086 8,433 7,829

Net investment income 3,324 3,625 3,658 3,700

Operating income2 1,065 2,071 1,314 1,141

Net income 978 993 610 604

Net underwriting reserves 61,850 62,068 63,458 55,493

Reinsurance

Gross written premiums and policy fees 4,873 4,512 3,610 3,372

Net written premiums and policy fees 4,064 3,773 2,995 3,105

Net underwriting result – 576 – 751 – 478 n/a

Net investment income 1,060 799 598 542

Operating income2 172 217 180 347

Net income 230 188 158 311

Net underwriting reserves 12,027 10,548 9,758 11,296

Not restated for SIC 12 “Consolidation – Special Purpose Entities”.
Before merger, restructuring and other related charges, tax and minority interests.
In accordance with the Group’s accounting policies, life investment deposits collected from policyholders are not shown as
premiums.

1

2

3
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Key figures 1997–2000
in USD millions

Key f igures 2000 1999 1998 19971

Farmers Management Services

Farmers management fees and other related revenue 1,589 1,490 1,358 1,325

Operating income2 905 921 794 844

Net income 559 577 481 511

Asset  Management

Asset management fee income 1,696 1,590 1,481 517

Operating income2 162 149 74 – 175

Net income 101 98 5 – 85

Third-party assets under management 259,090 263,636 235,771 221,563

Total assets under management 440,371 442,074 407,981 376,181

Not restated for SIC 12 “Consolidation – Special Purpose Entities”.
Before merger, restructuring and other related charges, tax and minority interests.

1

2
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Supplemental schedule of insurance data for the years ended 31 December
in USD millions

Non-life
Insurance1 Reinsurance1

2000 1999 2000 1999

Net earned premiums and policy fees 13,663 13,682 3,979 3,306

Gross losses and insurance benefits paid – 13,468 – 12,471 – 3,310 – 2,833

Less reinsurers’ share 2,373 2,516 346 441

Net losses and insurance benefits paid – 11,095 – 9,955 – 2,964 – 2,392

Net loss adjustment expenses paid – 1,435 – 1,561 – 137 – 85

Net change in loss and loss adjustment expense
reserves and in future life policyholders’ benefits 2,179 1,464 – 243 – 745

Net losses incurred and insurance benefits2 – 10,351 – 10,052 – 3,344 – 3,222

Policyholder dividends and participation in profits – 98 – 90 – 216 – 14

Gross underwriting and policy acquisition costs – 2,961 – 2,878 – 846 – 751

Less reinsurers’ share 570 363 83 115

Net underwriting and policy acquisition costs3 – 2,391 – 2,515 – 763 – 636

Other operating and administrative expenses4 – 2,681 – 2,447 – 761 – 494

Less:Net non-technical expenses 945 455 488 304

Other net technical income 173 163 124 100

Net technical interest expense – 9 – 30 – 83 – 95

Total net technical expenses5 – 3,963 – 4,374 – 995 – 821

Net underwriting result – 749 – 834 – 576 – 751

Ratios, as % of net earned premiums and policy fees:

Net loss ratio 75.8% 73.5% 84.1% 97.5%

Policyholder dividends and participation in profits ratio 0.7% 0.7% 5.4% 0.4%

Net expense ratio5 29.0% 31.9% 25.0% 24.8%

Net combined ratio 105.5% 106.1% 114.5% 122.7%

All figures are stated before inter-segment eliminations. 
This line item agrees with the total of “Non-life losses and loss adjustment expenses”, “Death and other life
insurance benefits” and “Increase in future life policyholders’ benefits” in the Schedule of industry segment data on pages
42 and 44.
This line item agrees with “Underwriting and policy acquisition costs” in the Schedule of industry segment data on pages
42 and 44.
This line item agrees with “Other operating and administrative expenses” in the Schedule of industry segment data on pages
42 and 44.
Compared to the 1999 annual report, the calculation of “Net expense ratio” has been changed and is based on the 
“Net earned premiums and policy fees” and “Net technical expenses”. The following changes were made: 
“Net non-technical expenses” have been excluded from “Other operating and administrative expenses” as these are
not directly related to the premiums earned and “Other net technical income” and “Net technical interest expenses”
were included.

1

2

3

4

5
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United States United Kingdom
2000 1999 2000 1999

Life Insurance

Gross written premiums, policy fees and insurance deposits 4,087 4,163 5,804 5,868

Gross written premiums and policy fees 1,067 983 1,423 1,779

Net earned premiums and policy fees 769 778 1,357 1,703

Net losses incurred and insurance benefits – 302 – 342 – 1,157 – 2,096

Policyholder dividends and participation in profits – 2 – 1 69 – 1,848

Total net expenses – 381 – 305 – 847 147

Net investment income 761 744 869 1,039

Net realized capital gains2 28 15 – 71 2,000

Net investment income and realized gains 789 759 798 3,039

Interest expense – 438 – 436 – 103 – 25

Other income 56 14 171 386

Amortization of goodwill and intangible assets – 111 – 101 – 115 60

Operating income 380 366 173 1,366

Income tax expense – 118 – 143 125 – 865

Net income before minority interests 262 223 298 501

Net income applicable to minority interests – – – –

Net income 262 223 298 501

Gross written premiums and policy fees, of which 1,067 983 1,423 1,779

Individual, accident and policy fees 99.0% 99.0% 94.2% 97.4%

Group 1.0% 1.0% 5.8% 2.6%

Investments, of which 11,299 10,929 19,514 19,537

Fixed maturities 82.8% 86.7% 54.9% 51.5%

Equity securities 2.3% 1.5% 23.8% 27.9%

Real estate 1.0% 1.0% 5.9% 5.8%

Short-term investments and cash and cash equivalents 2.3% 2.3% 5.1% 6.1%

Other Investments 11.6% 8.5% 10.3% 8.7%

Total 100.0% 100.0% 100.0% 100.0%

”Other” includes certain holding companies, Group Head Office and inter-regional eliminations.
Including net gains attributable to reclassified trading assets

1
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Europe (excluding
Switzerland UK and Switzerland) Rest of the World Other1 Total

2000 1999 2000 1999 2000 1999 2000 1999 2000 1999

2,615 2,864 2,456 2,743 1,274 1,134 60 – 14 16,296 16,758

2,573 2,824 1,766 2,053 647 461 – 14 – 14 7,462 8,086

2,555 2,801 1,702 1,990 556 407 6 3 6,945 7,682

– 2,862 – 3,203 – 1,878 – 2,243 – 347 – 310 53 20 – 6,493 – 8,174

– 171 – 214 – 580 – 625 – 26 – 15 – – – 710 – 2,703

– 303 – 290 – 361 – 411 – 285 – 205 56 – 4 – 2,121 – 1,068

740 804 804 920 145 117 5 1 3,324 3,625

288 212 453 610 17 – 11 8 2 723 2,828

1,028 1,016 1,257 1,530 162 106 13 3 4,047 6,453

– 64 – 63 – 56 – 97 – 11 – 1 8 – 2 – 664 – 624

21 4 68 40 26 109 – 40 – 3 302 550

– – – 1 – 1 – 14 – 3 – – – 241 – 45

204 51 151 183 61 88 96 17 1,065 2,071

– 57 – 17 – 31 – 47 – 2 – 4 – 4 – 5 – 87 – 1,081

147 34 120 136 59 84 92 12 978 990

– – – 2 – 1 – – – 3

147 34 120 138 59 85 92 12 978 993

2,573 2,824 1,766 2,053 647 461 – 14 – 14 7,462 8,086

26.0% 32.3% 77.9% 79.7% 72.0% 73.5% – – 65.7% 69.1%

74.0% 67.7% 22.1% 20.3% 28.0% 26.5% – – 34.3% 30.9%

21,264 19,313 17,159 17,698 2,530 2,008 408 629 72,174 70,114

51.1% 53.6% 61.2% 60.6% 66.3% 66.9% 56.7% 35.7% 60.0% 60.1%

21.1% 22.7% 25.0% 25.0% 9.8% 12.2% 11.6% 10.2% 19.4% 21.0%

8.9% 10.3% 3.0% 3.0% 2.4% 3.0% – 34.6% 5.2% 5.8%

8.0% 1.1% 1.8% 2.2% 9.4% 6.9% 16.7% 5.7% 5.0% 3.2%

10.9% 12.3% 9.0% 9.2% 12.1% 11.0% 15.0% 13.8% 10.4% 9.9%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
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United States United Kingdom
2000 1999 2000 1999

Life Insurance –  Embedded value results

Gross new business premiums including deposits, of which: 2,553 2,862 3,751 3,365

Annual premiums 230 341 462 445

Single premiums 2,323 2,521 3,289 2,920

Gross new business annual premiums equivalent (APE) 462 593 791 737

Embedded value information:

Opening embedded value 3,102 2,956 4,404 3,987

Operating profit expected from in-force business and net assets, post-tax 320 283 355 324

New business profit, post-tax 35 29 58 71

Operating profit in excess of expected2 33 – 24 19 – 15

Operating assumption changes – 38 – 120 –

Total operating profit, post-tax 350 288 552 380

Economic variance:

Investment variance – 88 – – 128 –

Change in economic assumptions 112 – – –

Embedded value profit, post-tax 374 288 424 380

Purchase of Abbey Life sales force3 – – – 156 –

Embedded value profit (after exceptional expense) 374 288 268 380

Dividends and capital movements – 81 – 142 63 166

Closing embedded value before foreign currency translation effects 3,395 3,102 4,735 4,533

Foreign currency translation effects – – – 357 – 129

Closing embedded value after foreign currency translation effects, of which: 3,395 3,102 4,378 4,404

Shareholder net assets 1,780 1,727 1,615 1,822

Value of business in-force 1,615 1,375 2,763 2,582

Post-tax return on opening embedded value before foreign currency
translation effects (excluding exceptional expense) 12.1% 9.7% 9.6% 9.5%

Embedded value economic assumptions:

Discount rate 9.0% 10.3% 8.1% 8.1%

Pre-tax investment returns:

Fixed interest 6.6% 6.5% 5.0% 5.0%

Equities 9.0% 9.0% 7.5% 7.5%

Property – – 7.0% 7.0%

Expense inflation 1.9% 1.5% 3.0% 3.0%

Tax rate 35.5% 36.0% 30.0% 30.0%

New business profit margin (APE) 7.6% 4.9% 7.3% 9.6%

Switzerland premiums include pension transfers and salary related increments of employer group pension business. This business has been attributed with 
a zero value of new business. In future these transfers and salary related items will not be included as new business premiums. The following table details 
the new business premiums excluding the group pension transfers:

2000 1999
Gross new business premiums including deposits, of which: 566 645

Annual premiums 74 50
Single premiums 492 595

Gross new business annual premiums equivalent (APE) 123 110

The split of embedded value profit into operating and economic profit is not available for 1999. Hence, the value shown under “Operating profit”
for 1999 represents the sum of operating profit and economic variance.

The exceptional expense of USD 156 million is the consideration for Allied Dunbar’s purchase of Abbey Life sales advisors. 

1

2

3



Zurich Financial Services Group Financial Statistics

Zurich Financial Services Group Annual Report 2000 105

Europe (excluding
Switzerland1 UK and Switzerland) Rest of the World Total

2000 1999 2000 1999 2000 1999 2000 1999

1,664 1,704 1,095 1,179 716 667 9,779 9,777

205 172 195 258 202 179 1,294 1,395

1,459 1,532 900 921 514 488 8,485 8,382

351 325 285 350 253 228 2,142 2,233

1,960 2,215 1,402 1,465 767 687 11,635 11,310

147 169 123 118 84 69 1,029 963

– 14 – 27 16 10 17 16 112 99

– 3 98 – 6 55 – 6 – 27 37 87

65 – 10 – 3 – 160 –

195 240 143 183 98 58 1,338 1,149

– 42 – – 5 – 7 – – 256 –

– 2 – 35 – – 4 – 141 –

151 240 173 183 101 58 1,223 1,149

– – – – – – – 156 –

151 240 173 183 101 58 1,067 1,149

– 447 – 186 – 27 – 11 – 177 12 – 669 – 161

1,664 2,269 1,548 1,637 691 757 12,033 12,298

– 21 – 309 – 97 – 235 – 34 10 – 509 – 663

1,643 1,960 1,451 1,402 657 767 11,524 11,635

1,014 1,377 703 872 267 398 5,379 6,196

629 583 748 530 390 369 6,145 5,439

7.7% 10.8% 12.3% 12.5% 13.2% 8.4% 10.5% 10.2%

7.5% 7.5% 8.9% 8.9% 10.9% 10.9% 8.5% 8.8%

4.0% 4.0% 5.5% 5.4% 6.3% 6.7% 5.2% 5.2%

7.5% 7.5% 8.3% 8.1% 9.5% 10.2% 7.8% 7.7%

5.5% 6.0% 6.7% 7.2% 8.5% 8.7% 6.2% 6.4%

1.5% 1.3% 2.7% 2.6% 3.3% 2.9% 2.5% 2.2%

25.0% 25.0% 23.6% 38.6% 24.9% 22.2% 29.9% 31.8%

– 4.0% – 8.3% 5.6% 2.9% 6.7% 7.0% 5.2% 4.4%

The embedded value profit in the above table is post-tax. The embedded value profit shown in the 1999 accounts was pre-tax.
The embedded value represents the shareholders’ interest, excluding any value from future new business, in the existing life 
insurance business. It is the total of the shareholders’ interest in the net assets of the life business and the present value of the 
projected releases to shareholders arising from the business in-force less a charge for the cost of capital supporting the solvency
requirements of the business. 
The discount rate used to value the in-force business in each country reflects long term government bond rates at the valuation
date plus a risk margin.
The assumptions for mortality, persistency and expenses reflect recent and expected experience.
All changes in assumptions not classified as “economic” are included in the “Operating assumption changes” item. 
Post-tax profit from new business is the value added at the discount rate by new business written in the year. It is shown after
the cost of solvency capital and is valued at point of sale.
Gross new business annual premium equivalent (APE) is calculated as new annual premiums plus 10% of single premiums.
External Review: Bacon & Woodrow, consulting actuaries, provided advice on the choice of methodology and assumptions used 
in the calculation of the embedded value. On the basis of the data provided by Zurich Financial Services, Bacon & Woodrow 
consider that the embedded value results are reasonable. 
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United States United Kingdom
2000 1999 2000 1999

Non-l i fe  Insurance

Gross written premiums and policy fees 8,466 6,672 2,754 2,802

Net earned premiums and policy fees 4,967 4,585 2,311 2,479

Net losses incurred and insurance benefits – 3,795 – 3,408 – 1,873 – 1,990

Policyholder dividends and participation in profits – 7 – 20 – –

Total net technical expenses – 1,406 – 1,388 – 556 – 835

Net underwriting result – 241 – 231 – 118 – 346

Net investment income 656 630 397 383

Net realized capital gains 164 494 128 212

Net non-technical result2 – 133 – 28 – 71 84

Amortization of goodwill and intangible assets – 3 – 2 – 2 – 1

Operating income 443 863 334 332

Income tax expense – 45 – 212 – 152 – 116

Net income before minority interests 398 651 182 216

Net income applicable to minority interests 4 – – –

Net income 402 651 182 216

Ratios

Net loss ratio 76.4% 74.3% 81.0% 80.3%

Policyholder dividends and participation in profits ratio 0.2% 0.4% 0.0% 0.0%

Net expense ratio 28.3% 30.3% 24.1% 33.7%

Net combined ratio 104.9% 105.0% 105.1% 114.0%

Gross written premiums and policy fees, of which: 8,466 6,672 2,754 2,802

Automobile 17.5% 17.3% 47.6% 41.2%

Property and miscellaneous 50.0% 52.3% 36.0% 43.9%

Accident and health 2.2% 4.5% 2.1% 1.4%

General liability 30.3% 25.9% 14.3% 13.5%

Total 100.0% 100.0% 100.0% 100.0%

Investments, of which: 9,725 10,474 5,441 6,353

Fixed maturities 77.3% 76.7% 60.2% 63.4%

Equity securities 16.2% 17.1% 29.5% 30.7%

Real estate 0.3% 0.1% 1.7% 2.2%

Short-term investments and cash and cash equivalents 5.9% 5.6% 1.2% 3.5%

Other investments 0.3% 0.5% 7.4% 0.2%

Total 100.0% 100.0% 100.0% 100.0%

“Other” includes certain holding companies, Group Head Office and inter-regional eliminations.
Net non-technical result includes: 

2000 1999
Other net non-technical income 314 347
Total net non-technical expenses – 945 – 455
Net non-technical interest expense – 640 – 598
Total – 1,271 – 706

1
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Europe (excluding
Switzerland UK and Switzerland) Rest of the World Other1 Total

2000 1999 2000 1999 2000 1999 2000 1999 2000 1999

1,516 1,685 4,248 4,565 2,387 2,043 – 472 – 555 18,899 17,212

1,386 1,451 3,341 3,660 1,431 1,372 227 135 13,663 13,682

– 984 – 1,027 – 2,572 – 2,727 – 999 – 1,103 – 128 203 – 10,351 – 10,052

– 85 – 62 – 4 – 6 – 2 – 2 – – – 98 – 90

– 396 – 401 – 943 – 1,053 – 574 – 649 – 88 – 48 – 3,963 – 4,374

– 79 – 39 – 178 – 126 – 144 – 382 11 290 – 749 – 834

280 186 343 417 180 181 – 89 31 1,767 1,828

284 156 333 395 62 49 176 243 1,147 1,549

– 71 – – 74 – 76 – 15 – 10 – 907 – 676 – 1,271 – 706

– – – 19 – 8 – – – 5 – 7 – 29 – 18

414 303 405 602 83 – 162 – 814 – 119 865 1,819

– 29 – 71 – 95 – 192 – 18 60 – 14 142 – 353 – 389

385 232 310 410 65 – 102 – 828 23 512 1,430

– 35 3 – – – 20 – 25 – 1 – – 52 – 22

350 235 310 410 45 – 127 – 829 23 460 1,408

71.0% 70.8% 77.0% 74.5% 69.8% 80.4% – – 75.8% 73.5%

6.1% 4.3% 0.1% 0.1% 0.2% 0.1% – – 0.7% 0.7%

28.6% 27.6% 28.2% 28.8% 40.1% 47.3% – – 29.0% 31.9%

105.7% 102.7% 105.3% 103.4% 110.1% 127.8% – – 105.5% 106.1%

1,516 1,685 4,248 4,565 2,387 2,043 – 472 – 555 18,899 17,212

40.5% 40.2% 45.1% 45.0% 41.3% 32.6% – – 32.0% 31.7%

19.9% 19.5% 33.1% 34.3% 36.7% 43.6% – – 41.0% 42.6%

30.0% 30.8% 8.3% 8.2% 11.4% 7.8% – – 7.0% 8.1%

9.6% 9.5% 13.5% 12.5% 10.6% 16.0% – – 20.0% 17.6%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% – – 100.0% 100.0%

5,859 4,941 7,622 8,277 3,299 3,035 4,792 4,516 36,738 37,596

34.7% 38.8% 54.3% 51.6% 49.1% 52.3% 22.4% 21.6% 53.5% 55.4%

38.6% 31.6% 28.9% 29.8% 24.3% 21.4% 15.4% 18.7% 25.0% 24.6%

9.0% 11.3% 11.1% 11.1% 2.7% 3.1% 11.8% 20.5% 5.9% 7.1%

3.1% 1.0% 2.3% 3.5% 19.3% 22.1% 20.6% 15.3% 7.1% 6.7%

14.6% 17.3% 3.4% 4.0% 4.6% 1.1% 29.8% 23.9% 8.5% 6.2%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
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United States United Kingdom
2000 1999 2000 1999

Asset  Management2

Asset management fee income 1,219 1,160 288 243

Total revenues 1,252 1,173 338 280

Total benefits, losses and expenses, of which: – 1,203 – 1,097 – 237 – 223

Amortization of goodwill and intangible assets – 102 – 102 – –

Operating income 49 76 101 57

Income tax expense – 31 – 33 – 33 – 2

Net income before minority interests 18 43 68 55

Net income applicable to minority interests – 3 – 10 – –

Net income 15 33 68 55

Other information:

Own investments (Zurich Financial Services Group) 27,971 29,082 25,786 27,188

Separate account (unit-linked) assets 11,188 9,778 39,900 42,305

Third-party assets under management, of which: 220,864 225,837 15,051 14,175

Individual3 131,453 134,903 8,138 6,564

Institutional 89,411 90,934 6,913 7,611

Total assets under management 260,023 264,697 80,737 83,668

Third-party fund flow analysis:

Opening balance 225,837 207,524 14,175 11,932

Inflow 45,353 31,868 4,451 2,887

Outflow – 43,293 – 33,332 – 2,110 – 1,419

Net Inflows 2,060 – 1,464 2,341 1,468

Performance – 6,673 20,003 – 659 1,010

Currency movements – 360 – 226 – 806 – 235

Net acquisitions/disposals – – – –

Closing balance 220,864 225,837 15,051 14,175

Fee income/total revenue 97.4% 98.9% 85.2% 86.8%

Operating income before amortization of goodwill and intangible assets/total revenue 12.1% 15.2% 29.9% 20.4%

Fee income/average assets under management in basis points 55 54 197 186

Operating margin4 13.3% 18.7% 37.2% 28.3%

Components of assets under management:

Own investments (Zurich Financial Services Group) 10.8% 11.0% 31.9% 32.5%

Separate account (unit-linked) assets 4.3% 3.7% 49.4% 50.6%

Third-party assets under management, of which: 84.9% 85.3% 18.7% 16.9%

Individual3 50.5% 51.0% 10.1% 7.8%

Institutional 34.4% 34.3% 8.6% 9.1%

Total assets under management 100.0% 100.0% 100.0% 100.0%

”Other” includes certain holding companies, Group Head Office and inter-regional eliminations.
Assets under management are allocated geographically based on the location of the entity reporting the assets, generally the entity 
through which they first enter the Group. Where specific distribution channel information is available for Zurich Scudder Investments institutional assets, this 
location information has been used in establishing geographical location. In the case of Zurich Scudder Investments’ Luxembourg family of funds, location 
has been determined based on where the trades are processed.
Individual assets include two lines of business: mutual funds and Private Investment Counsel (generally separate portfolios for individuals).

1
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Europe (excluding
Switzerland UK and Switzerland) Rest of the World Other1 Total

2000 1999 2000 1999 2000 1999 2000 1999 2000 1999

50 67 103 89 52 33 – 16 – 2 1,696 1,590

84 92 122 113 93 35 – 16 – 2 1,873 1,691

• – 54 – 64 – 113 – 110 – 66 – 50 – 38 2 – 1,711 – 1,542

– – – – – – 2 – – – 102 – 104

30 28 9 3 27 – 15 – 54 – 162 149

• – 9 – 8 – 1 – 3 1 5 15 – – 58 – 41

21 20 8 – 28 – 10 – 39 – 104 108

– – – – – – – – – 3 – 10

21 20 8 – 28 – 10 – 39 – 101 98

32,329 28,602 26,208 27,375 21,922 13,539 – 8,726 – 4,142 125,490 121,644

187 148 2,000 1,852 2,516 2,711 – – 55,791 56,794

8,139 9,133 7,624 7,157 7,412 7,334 – – 259,090 263,636

5,898 5,691 4,334 4,744 2,890 2,894 – – 152,713 154,796

2,241 3,442 3,290 2,413 4,522 4,440 – – 106,377 108,840

40,655 37,883 35,832 36,384 31,850 23,584 – 8,726 – 4,142 440,371 442,074

9,133 6,363 7,157 5,282 7,334 4,670 – – 263,636 235,771

815 678 4,238 2,865 3,565 2,923 – – 58,422 41,221

– 505 – 163 – 2,753 – 1,609 – 2,693 – 1,426 – – – 51,354 – 37,949

310 515 1,485 1,256 872 1,497 – – 7,068 3,272

658 798 – 693 2,895 – 766 936 – – – 8,133 25,642

– 392 – 9 – 325 – 2,276 – 28 231 – – – 1,911 – 2,515

– 1,570 1,466 – – – – – – – 1,570 1,466

8,139 9,133 7,624 7,157 7,412 7,334 – – 259,090 263,636

59.5% 72.8% 84.4% 78.8% 55.9% 94.3% – – 90.5% 94.0%

35.7% 30.4% 7.4% 2.7% 29.0% – 37.1% – – 14.1% 15.0%

58 86 139 143 71 55 – – 65 64

38.3% 27.4% – 2.2% 1.7% 30.6% – 32.6% – – 15.7% 19.2%

79.5% 75.5% 73.1% 75.2% 68.8% 57.4% – – 28.5% 27.5%

0.5% 0.4% 5.6% 5.1% 7.9% 11.5% – – 12.7% 12.9%

20.0% 24.1% 21.3% 19.7% 23.3% 31.1% – – 58.8% 59.6%

14.5% 15.0% 12.1% 13.1% 9.1% 12.3% – – 34.7% 35.0%

5.5% 9.1% 9.2% 6.6% 14.2% 18.8% – – 24.1% 24.6%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% – – 100.0% 100.0%

Operating income before amortization of intangibles and before non-technical income and expenses, divided by totol adjusted revenues (total revenues less sub-
advisory fees, non-technical income and amortization of deferred commissions)
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Gross written premiums and policy fees by country
in USD millions

Gross written Change in
premiums Change local Share of total
and pol icy fees 2000 1999 in USD currencies 2000 1999

Total  

USA 9,533 7,655 24.5% 24.5% 36.2% 30.3%

United Kingdom 4,177 4,581 – 8.8% – 2.6% 15.8% 18.1%

Switzerland 4,089 4,509 – 9.3% 2.0% 15.5% 17.8%

Europe 
(excluding United Kingdom
and Switzerland), of which: 6,014 6,618 – 9.1% 4.8% 22.8% 26.2%

Germany 2,199 2,389 – 8.0% 6.4% 8.3% 9.4%

Italy 986 1,203 – 18.0% – 5.2% 3.7% 4.8%

Spain 912 892 2.2% 18.1% 3.5% 3.5%

France 324 390 – 16.9% – 4.2% 1.2% 1.5%

Rest of the World, of which: 3,034 2,504 21.2% 23.7% 11.5% 9.9%

Canada 668 619 7.9% 7.8% 2.5% 2.4%

Australia 383 428 – 10.5% – 0.7% 1.5% 1.7%

Other1 – 486 – 569 – 14.6% – – 1.8% – 2.3%

Total 26,361 25,298 4.2% 12.9% 100.0% 100.0%

Non-l i fe  Insurance

USA 8,466 6,672 26.9% 26.9% 44.8% 38.8%

United Kingdom 2,754 2,802 – 1.7% 5.0% 14.6% 16.3%

Switzerland 1,516 1,685 – 10.0% 1.2% 8.0% 9.8%

Europe
(excluding United Kingdom
and Switzerland), of which: 4,248 4,565 – 6.9% 7.2% 22.5% 26.5%

Germany 1,322 1,455 – 9.1% 5.0% 7.0% 8.5%

Italy 728 785 – 7.3% 7.2% 3.9% 4.6%

Spain 763 781 – 2.3% 12.8% 4.0% 4.5%

France 260 309 – 15.9% – 0.3% 1.4% 1.8%

Rest of the World, of which: 2,387 2,043 16.8% 19.5% 12.6% 11.8%

Canada 536 500 7.2% 7.1% 2.8% 2.9%

Australia 316 348 – 9.2% 0.7% 1.7% 2.0%

Other1 – 472 – 555 – 15.0% – – 2.5% – 3.2%

Non-life Insurance total 18,899 17,212 9.8% 17.3% 100.0% 100.0%

Life Insurance

USA 1,067 983 8.5% 8.5% 14.3% 12.2%

United Kingdom 1,423 1,779 – 20.0% – 14.5% 19.1% 22.0%

Switzerland 2,573 2,824 – 8.9% 2.5% 34.4% 34.9%

Europe
(excluding United Kingdom
and Switzerland), of which: 1,766 2,053 – 14.0% – 0.7% 23.7% 25.4%

Germany 877 934 – 6.1% 8.5% 11.8% 11.5%

Italy 258 418 – 38.3% – 28.5% 3.5% 5.2%

Spain 149 111 34.2% 55.7% 2.0% 1.4%

France 64 81 – 21.0% – 8.6% 0.9% 1.0%

Rest of the World, of which: 647 461 40.3% 31.5% 8.7% 5.7%

Canada 132 119 10.9% 10.6% 1.8% 1.5%

Australia 67 80 – 16.3% – 6.5% 0.9% 1.0%

Other1 – 14 – 14 – 2.8% – – 0.2% – 0.2%

Life Insurance total 7,462 8,086 – 7.7% 1.9% 100.0% 100.0%

”Other” includes certain holding companies, Group Head Office and inter-regional eliminations.1
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Analysis Non-life Insurance Life Insurance Total Group
of investments 2000 1999 2000 1999 2000 1999

By category,  in  %

Fixed maturities 53.5 55.4 60.0 60.1 58.4 59.4

Equity securities 25.0 24.6 19.4 21.0 23.0 21.6

Mortgage loans 1.6 1.6 5.4 5.8 3.6 3.8

Real estate 5.9 7.1 5.2 5.8 4.9 5.7

Short-term investments and cash 7.1 6.7 5.0 3.2 5.7 5.3

Other investments 6.9 4.6 5.0 4.1 4.4 4.2

Total 100.0 100.0 100.0 100.0 100.0 100.0

By country,  in  %

USA 26.5 27.9 15.6 15.6 20.9 22.1

United Kingdom 14.8 16.9 27.0 27.9 19.2 21.5

Switzerland 15.9 13.1 29.5 27.5 20.7 20.4

Europe
(excluding United Kingdom
and Switzerland), of which: 20.8 22.0 23.8 25.2 20.7 22.3

Germany 7.3 8.3 11.2 11.9 9.1 9.9

Italy 3.2 3.0 2.8 2.8 2.6 2.6

Spain 2.2 2.4 1.3 1.3 1.4 1.5

France 2.4 2.7 2.1 2.1 1.9 2.0

Rest of the World, of which: 9.0 8.1 3.5 2.9 15.3 9.9

Canada 2.4 2.4 0.8 0.8 1.2 1.2

Australia 1.6 1.5 0.8 1.0 0.9 1.1

Other1 13.0 12.0 0.6 0.9 3.2 3.8

Total 100.0 100.0 100.0 100.0 100.0 100.0

By currency,  in  %

US dollar 30.4 32.6 15.7 15.9 33.5 30.5

Swiss franc 26.8 21.7 30.0 28.2 23.4 23.0

Euro 19.4 20.7 22.5 23.5 18.6 19.9

British pound 17.0 19.1 28.0 29.2 20.4 22.9

Canadian dollar 2.7 2.6 0.8 0.8 1.3 1.3

Australian dollar 1.6 1.5 0.8 1.0 0.8 1.0

Other currencies 2.1 1.8 2.2 1.4 2.0 1.4

Total 100.0 100.0 100.0 100.0 100.0 100.0

”Other” includes certain holding companies, Group Head Office and inter-regional eliminations.

Zurich Financial Services Group Financial Statistics

Analysis of investments

1
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Zurich Financial Services Group Financial Statistics

Normalized net income
in USD millions

Farmers
Non-life Life Management Asset

for  the year ended 31 December 2000 Insurance Insurance Reinsurance Services Management Total

Reported net income 460 978 230 559 101 2,328

Reported realized capital gains – 1,147 – 723 – 303 – 69 – 88 – 2,330

Add: Normalized capital gains 847 1,077 274 24 52 2,274

Difference – 300 354 – 29 – 45 – 36 – 56

Allocation to policyholders – – 301 – – – – 301

Net adjustment pre-tax – 300 53 – 29 – 45 – 36 – 357

Tax rate applied 41% 21% – 38% 36% 39%

Net adjustment post-tax – 177 42 – 29 – 28 – 24 – 216

Adjustment for country specific items – – 16 – – – – 16

Normalized net income 283 1,004 201 531 77 2,096

Calculat ion of  normal ized gains

Average of fixed maturities portfolio 20,227 42,370 9,466 440 227 72,730

Average of equity securities portfolio 9,941 14,362 3,022 288 675 28,288

Normalized gains on fixed 
maturities = 0.5%, life = 0% 101 – 48 2 1 152

Normalized gains on equity securities = 7.5% 746 1,077 226 22 51 2,122

Total 847 1,077 274 24 52 2,274

for  the year ended 31 December 1999

Reported net income 1,408 993 188 577 98 3,264

Reported realized capital gains – 1,549 – 1,181 – 472 – 73 – 46 – 3,321

Add: Normalized capital gains 817 991 159 29 27 2,023

Difference – 732 – 190 – 313 – 44 –19 – 1,298

Allocation to Policyholders – 162 – – – 162

Net adjustment pre-tax – 732 – 28 – 313 – 44 – 19 – 1,136

Tax rate applied 21% 34% – 37% 27% 17%

Net adjustment post-tax – 574 – 19 – 313 – 28 – 14 – 948

Normalized net income 834 974 – 125 549 84 2,316

Less: Extraordinary gains on trading assets – – 98 – – – – 98 

Normalized net income 834 876 – 125 549 84 2,218

Normalized net income published 857 888 – 94 549 86 2,286

Impact of treasury stock, share 
unification and SIC 12 – 23 – 12 – 31 – – 2 – 68

Calculat ion of  normal ized gains

Average of fixed maturities portfolio 21,231 43,840 8,170 620 243 74,104

Average of equity securities portfolio 9,479 13,215 1,575 344 348 24,961

Normalized gains on fixed
maturities = 0.5%, life = 0% 106 – 41 3 1 151

Normalized gains on equity securities = 7.5% 711 991 118 26 26 1,872

Total 817 991 159 29 27 2,023

Normalized net income is calculated by replacing realized capital gains after tax with normalized capital gains after tax. These are calculated as 7.5%
on the equity portfolio plus 0.5% on the fixed maturities portfolio, with allowance made for that proportion of the gains belonging to life policyholders.
The tax and policyholder allocation in our life businesses vary considerably from country to country. We consequently make an adjustment to the basic 
normalized calculation to take this into account.
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Introduct ion

This report explains how Zurich Financial Services applies the Principles of Good Governance and Code of 

Best Practice known as ”the Combined Code” and makes disclosures relating to the policy and levels of

remuneration for the directors and members of the Group Management Board. The Combined Code was

introduced in 1998 as a standard of corporate governance for UK-listed companies and was applicable to Allied

Zurich until its delisting on 17 October 2000. Zurich Financial Services continues those standards of corporate

governance following the unification of the holding structure of the Group and has complied with the provisions

of the Combined Code throughout the year ended 31 December 2000 except where stated below.

The structure of  the Zurich F inancial  Services Group

The unification of the dual holding structure of the Group was completed in October 2000, under Zurich

Financial Services, a single Swiss holding company which is listed on the SWX Swiss Exchange with a secondary

listing on the London Stock Exchange. Zurich Allied Shareholders received one Zurich Financial Services

share for every one Zurich Allied share. Allied Zurich shareholders received one Zurich Financial Services share

delivered in the form of Crest Depository Interests (CDI) for every 42.928 Allied Zurich Shares. Holders of

CDIs are able at any time to exchange their holding of CDIs for a direct registered holding of Zurich Financial

Services shares. 

The Boards of  Directors  and Group Management Board

The names of the directors and the members of the Group Management Board are shown on pages 114 to 117

along with their biographies.

All of the directors have served on the Board of Zurich Financial Services since unification and, with the

exception of Mr Humer, served on the Boards of Allied Zurich and /or Zurich Allied throughout the year prior to

unification. Mr Humer was appointed to the Boards of Allied Zurich and Zurich Allied on 25 and 26 May 2000

respectively and became a member of the Zurich Group Holding Board with effect from 25 May 2000. Lord Cairns,

Chairman of Allied Zurich and Vice Chairman of Zurich Allied resigned from these Boards on 17 October 2000,

immediately following completion of the unification project. Mr Pöhl served on the Board of Zurich Allied until his

retirement at the annual general meeting on 25 May 2000. Mr de Pury, a director of Zurich Financial Services 

and, prior to unification, Zurich Allied, died on 26 December 2000. Messrs Feinstein and Leitch, who served on

the Allied Zurich Board, did not join the Zurich Financial Services Board but remain as members of the Group

Management Board. 

All of the directors, with the exception of the Chief Executive Officer, are non-executives independent of

management. The Board, which meets at least six times per year, is responsible for determining the overall

strategy of the Group and for the supervision of management. The Chief Executive Officer is also the Chairman.

The Board has appointed Mr van Wachem as non-executive Deputy Chairman. Subject to the matters formally

reserved for specific board decisions, the Chief Executive Officer and, under his supervision, the members of the

Group Management Board, have been given responsibility for the executive management of the Group.

The Board has a program of issues that is presented at its meetings throughout the year. It is kept informed 

of developments regarding the Group and is given timely information in a form and of a quality appropriate to

enable it to discharge its duties. The Board has a procedure for the directors to take independent advice in

the furtherance of their duties, if necessary. Given the independent nature of the predominantly non-executive

Board, the appointment of a non-executive Deputy Chairman, and the existence of audit, nominations and

remuneration committees, a decision was taken not to appoint a senior independent director as recommended

in the Combined Code.

Retirement and re-elect ion of  directors

Approximately one third of the Board will retire at each annual general meeting to ensure that directors are

subject to re-election at least every three years. At the annual general meeting to be held in 2001, the term of

office of Messrs Bodmer, Pidoux and Yeutter will expire. Mr Pidoux will stand for re-election. Messrs Bodmer and

Yeutter, having reached the age of 70, will not offer themselves for re-election. At the annual general meeting,

Mr Armin Meyer will be proposed and will stand for election. The persons seeking re-election or election have

been nominated by the nominations committee. On 22 March 2001, Mr Humer announced his intention to

resign from the Board at the forthcoming annual general meeting in order to focus on his responsibilities at

Roche Holding AG.
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Honorary Chairman

Fritz Gerber (72) is the Honorary Chairman. He was Chairman of Zurich Insurance Company between 1977 

and 1995 and its Chief Executive Officer between 1977 and 1991. In recognition of his leadership and services 

to that company he was appointed Honorary Chairman. Such designation does not confer board membership or

directors’ duties and rights, including any directors’ fees.

The Board of  Directors  

Rolf Hüppi (57) is Chairman and Chief Executive Officer, chairman of the nominations committee and a

member of the remuneration committee. He joined Zurich Insurance Company in 1963 and became a member 

of the Corporate Executive Board of the Zurich Group in 1983 when he assumed overall responsibility for

activities in the US. In 1991, he became President and Chief Executive Officer of the Zurich Group. In 1993 he

was elected as a member of the board of Zurich Insurance Company and has been its Chairman since 1995.

Henry C. M. Bodmer (70) was elected to the board of Zurich Insurance Company in 1977 and became its Vice

Chairman in 1993. He is currently Chairman and Chief Executive Officer of Abegg Holding and a director of

several other companies. He also is the Chairman of IHF – Internazionale Holding Fiat.

Rosalind E. J. Gilmore (63) is Chairman of the audit committee. She is a former senior U.K. Treasury official

and completed her government career as Executive Chairman of the Building Societies Commission. She has

held various non-executive directorships, including the British Securities and Investments Board from 1993 to

1996 and B.A.T Industries from 1996 to September 1998. She is a director of the International Women’s Forum,

Washington D.C. and of TU Fund Managers. She is a fellow and governor of several academic institutions.

Franz Humer (54) is a member of the nominations and remuneration committees. He is Chief Executive Officer

of F. Hoffmann-La Roche AG and a member of the board of Roche Holding AG. Between 1991 and 1994 he 

held various positions at Glaxo Holdings p.l.c. where he was appointed Chief Operating Officer in 1993. He is

currently a non-executive director of Cadbury Schweppes and of Genentech.

Dana G. Mead (65) is a member of the remuneration committee. He was elected to the board of Zurich

Insurance Company in 1997. He was appointed to Tenneco’s board in 1992 and became its Chairman in 1994.

Following a spin-off of Tenneco subsidiaries in 1999, he was Chairman of Tenneco Automotive and Pactive

Corporation until March 2000. He serves on the boards of Pfizer, the Logistics Management Institute,

TaskPoint.com and heads the Business Advisory Council for the United Nations Office for Project Services (UNOPS).

He was elected Chairman of the National Association of Manufacturers in 1995–1996 and Chairman of the

Business Roundtable in 1998–1999. Mr. Mead also serves as a member of MIT Corporation (non-paying trustee

position).

Philippe O. Pidoux (57) is a member of the audit committee. He was elected to the board of Zurich Insurance

Company in 1997. He was a member of the Swiss Parliament from 1983 to 1999 and served as a member of the

Government of the Canton de Vaud, Switzerland, from 1986 until 1994. He is currently a member of the board

of several other companies and is Vice President of the Swiss National Bank.

Vernon L. Sankey (51) is a member of the nominations and remuneration committees. He joined Reckitt and

Colman in 1971. He was a member of the board of that company from 1989 to 1999 and its Chief Executive

Officer from 1992 to 1999. He is non-executive Chairman of Gala Group Holdings and The Really Effective

Development Company and a non-executive director of Pearson. He serves on the International Advisory Board

of Korn/Ferry International and the Advisory Board of Proudfoot U.K. and was appointed non-executive Deputy

Chairman of Photo-Me International in October 2000 and of Beltpacker in January 2001. He is also a board

member of the U.K.’s Food Standards Agency. He was also previously Chairman of Thomson Travel (2000).

Gerhard Schulmeyer (62) is a member of the audit committee. He was the President and Chief Executive

Officer of Siemens Nixdorf in Germany between 1994 and 1998. In January 1999 he was appointed President

and Chief Executive Officer of Siemens Corporation in the U.S. He serves as a non-executive director for Alcan

Aluminium, Arthur D. Little, Ingram Micro, FirePond, Korn/Ferry International, PartMiner and TBG Holdings

and the international Advisory Board of Banco Santander Central Hispano. 
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Lodewijk C. van Wachem (69) is the Vice Chairman of the board, chairman of the remuneration committee

and a member of the nominations committee. He was elected to the board of Zurich Insurance Company 

in 1993. Between 1953 and 1982 he held various positions in the Royal Dutch-Shell Group where he was

appointed President in 1982, Chairman of the Committee of Managing Directors in 1985 and Chairman of the

Supervisory Board of Royal Dutch Petroleum Company in 1992. He is currently on the boards of several

companies, including IBM and ATCO (Canada) and he is a member of the Supervisory Boards of Akzo Nobel,

BMW and Bayer and Chairman of the Supervisory Board of Royal Philips Electronics.

Clayton K. Yeutter (70) is a member of the nominations committee. He was a non-executive director of B.A.T

Industries from 1993 to September 1998. He was the U.S. Trade Representative from 1985 to 1989 and U.S.

Secretary of Agriculture from 1989 to 1991. He is currently a director of a number of other companies including 

Caterpillar, Texas Instruments, ConAgra Foods, Weyerhaeuser Company, OppenheimerFunds, and FMC Corporation.

Proposed Director

Armin Meyer (51) has been nominated as director of Zurich Financial Services. He was appointed Chairman 

of Ciba Specialty Chemicals AG in November 2000 and became Chief Executive Officer of that company on 

1 January 2001. Previously, he held a number of senior positions with ABB and was a member of the Executive

Committee of ABB since 1995. He became a member of the board of directors of Ciba Specialty Chemicals AG

at the time of its spin-off from Novartis in 1997.

Members of  the Group Management Board

With effect from 1 November 2000 the Group has implemented changes at the senior executive level aligning

the Group’s organizational structure with its strategy. The new Group Management team consists of the Group

Management Board, of which six members, including the Chief Executive Officer, form the Executive Committee

which is responsible for dealing with the Group’s strategic issues, including consolidated performance, capital

allocation and mergers and acquisitions. 

The Group Management Board replaced the former Group Executive Board and is responsible for developing

the strategy, and reviewing progress against financial and operating plans. It further ensures an effective

collaboration between the business divisions and their relation to Head Office. Its members represent the

Business Divisions, which include eight regions and the three global entities (Global Asset Businesses, Global

Reinsurance and Zurich Corporate Solutions), the Corporate Center comprising Group Strategy and Performance

Management, Group Finance, Group Capabilities, Group Communications, Head Office Operations, and 

the Business Development Divisions, including IT/e-business, Manufacturing and Shared Services as well as the

Customer Segment Practice Boards.

Details of Mr. Hüppi are provided above. Other members of the Group Management Board are:

Gastón Aguirre (51) joined the Zurich Group in 1994 as Chief Executive Officer of Zurich’s Chilean operation

Chilena Consolidada. He is Chief Executive Officer for Latin America. Prior to this, he worked for 13 years with

Aetna Life and Casualty in Chile where he held the position of Chief Executive Officer for 10 years.

William H. Bolinder (57) joined Zurich-American Insurance Group in 1986 and became its Chief Executive

Officer in 1987. In 1994, he was appointed as a member of the Corporate Executive Board of the Zurich Group.

He is the Head of the Business Development Division for the Corporate and Commercial Customer Segments

and responsible for the Line of Business support-Non Life Solutions, Zurich Corporate Solutions and Zurich Risk

Management Services.

José Cela (57) joined the Zurich Group in 1988 as Chief Executive Officer of Caudal in Spain and has been Chief

Executive Officer of the Spanish operations of the Group since 1994. He is Chief Executive Officer for the

Southern Europe Region.

Peter Eckert (56) joined the Zurich Group in 1980 in charge of Zurich‘s Portuguese subsidiary Companhia de

Seguros Metrópole SA. In 1988, he was appointed Chief Executive Officer of Zurich’s operations in Australia. He

was appointed to the Corporate Executive Board of the Zurich Group in 1991. He is a member of the Executive

Committee of the Group Management Board and, as Chief Executive Officer of Zurich Switzerland, responsible

for the business division Switzerland and the Principality of Liechtenstein. 
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Martin D. Feinstein (52) joined Farmers Group in 1969, and was appointed to the board and elected its

President and Chief Operating Officer in 1995. In 1997 he was appointed Chairman and Chief Executive Officer

of Farmers Group and still holds that position today. He was a member of the B.A.T Industries board from 1997

to September 1998. He is Chief Executive Officer of the North America Consumer Business Division.

Heinrich Focke (48) joined the Zurich Group in 1989 as the Deputy Chief Executive Officer of the Zurich

organization in Germany. In 1990, he was appointed Chief Executive Officer of the Executive Boards of Zurich

and VITA in Germany and their associated companies and in 1996 was also appointed Chief Executive Officer

of Agrippina Insurance, Agrippina Life and the German ZABAG Holding. He is responsible for the Northern

European Region.

Hanneke C. Frese (49) joined the Zurich Financial Services Group in 1999 as Chief Human Resources Officer

for Zurich Re. She is the Head of Group Capabilities. Previously she worked for 27 years with Citibank holding

various positions in the field of international human resources.

Steven M. Gluckstern (49) joined the Zurich Group in 1988 and became a co-founder and Chief Executive

Officer of Centre Re, Bermuda and New York. From 1993 to 1998 he was also Chief Executive Officer of Zurich

Re and the Zurich Centre Group and was additionally appointed to the Corporate Executive Board in 1997. In

1998 he left the Group to establish Capital Z Partners, an alternative asset management firm. Steven Gluckstern

rejoined the Zurich Financial Services Group in 2001 as a member of the Executive Committee of the Group

Management Board and Chief Executive Officer of the Global Asset Businesses.

Günther Gose (56) joined the Zurich Insurance Company in 1990 as a member of the Corporate Executive

Board. In 1991, he took over responsibility for Life and Financial Services and in 1992, he was appointed Chief

Executive Officer of Zurich Life Insurance Company. Between 1994 and 1998, he was also responsible for 

the Northern and Eastern Europe business division. He is a member of the Executive Committee of the Group

Management Board and Chief Financial Officer.

Constantine Iordanou (51) joined the Zurich-American Insurance Group in 1992 as president of the Zurich-

American Specialties business division and was appointed Chief Executive Officer of Zurich-American in 1995.

In 1999 he was appointed Chief Executive Officer of Zurich U.S., in charge of Zurich’s small, middle market 

and large account commercial business in the United States. He is Chief Executive Officer of the North America

Corporate Business Division.

Richard Johnson (57) joined the Zurich Group in 1996 and became a member of the Enlarged Corporate

Executive Board. He is Head of the Office of the Chairman. In this function he is responsible for Mergers and

Acquisitions, Investor Relations, Group Risk Management and Audit, Legal and Board Secretariat, Compliance

and Corporate Responsibility.

Malcolm Jones (47) joined the Zurich Group in 1998 as Chief Executive Officer of the Zurich organization in

Australia. He is responsible for the Asia/Pacific region. Before joining Zurich, he held various senior management

positions throughout Australia including Ernst & Young and other financial services organizations.

Thomas G. Kaiser (54) joined the US organization of Zurich in 1998 and was Chief Executive Officer of 

Enterprise Risk. Prior to joining Zurich, he held senior management positions at Arkwright, now merged with 

FM Global, and at AIG. He is Chief Executive Officer of Zurich Corporate Solutions.

Axel P. Lehmann (41) joined the Zurich Group in 1996 as a member of the Executive Management Team of

Zurich Switzerland where he was Head of Corporate Development and later Head of the Strategic Business Unit

Business Partners, responsible for small businesses and commercial lines. He is responsible for the Business

Development Division for Consumers, Small Businesses and Wholesale. 

Alexander P. Leitch (53) joined Allied Dunbar in 1971, became a director of that company in 1982 and was

appointed its Chief Executive Officer in 1993. In 1996, he became Chairman of Allied Dunbar, Eagle Star and

Threadneedle Asset Management. He was a member of the B.A.T Industries board from 1997 to September

1998. He is Chief Executive Officer of the United Kingdom, Ireland and Southern Africa region.
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Dirk Lohmann (42) joined the Zurich Group in 1997 as Chief Executive Officer of Zurich Re in Zurich and

Agrippina Re in Cologne (now Zurich Re, Cologne). In 1998, he was appointed as a member of the Corporate

Executive Board of the Zurich Group. He is Chief Executive Officer Global Reinsurance.

Adriano Passardi (58) joined the Zurich Group in 1994 and was appointed a member of the Enlarged Corporate

Executive Board in 1996. He is Head of the Group Head Office Operations.

Frank Schnewlin (50) joined the Zurich Group in 1983. Between 1984 and 1987 he held various positions at 

the Zurich-American Insurance Group, USA and was appointed Head of Corporate Development in Switzerland

in 1989. In 1993, he became a member of the Corporate Executive Board of the Zurich Group where he was

responsible for the Southern Europe, Latin America, Australia / Pacific, Asia, Middle East and Africa regions. He is

a member of the Executive Committee of the Group Management Board and Head of the Corporate Center.

Patricia S. Seemann (46) joined the Zurich Financial Services Group in 2001 as Head of Group Communications.

She was a founder of Group 21, a consulting firm specializing on advising Senior Executives of major corporations

on Intellectual Capital. 

Gunnar Stokholm (52) joined the Zurich Group in 1995 as Chief Executive Officer in Denmark and was

appointed a member of the Enlarged Group Executive Board and Head of Corporate Development in 1999. He is

a member of the Executive Committee of the Group Management Board and Head of the Business Development

Division, IT/e-business, Manufacturing and Shared Services.

Edmond D. Villani (54) joined Scudder in 1974 and was appointed its Chief Executive Officer in 1996.

Following the acquisition of Scudder in December 1997, he was appointed Chief Executive Officer of Scudder

Kemper Investments, Inc. He became a member of the Corporate Executive Board of the Zurich Group in

1998. He is Chief Executive Officer of Zurich Scudder Investments, Inc.

Board committees

The Board has audit, nominations and remuneration committees.

(a)  The Nominations committee

The nominations committee is chaired by Rolf Hüppi. The other four members of the committee are all non-

executive directors. With effect from 17 May 2001, the nominations committee will be chaired by another

member of the Board. Mr Hüppi will remain a member of the committee. The nominations committee makes

recommendations on the composition of the Board and reviews proposals by the Chief Executive Officer

regarding the composition of the Group Management Board.It meets at least twice a year.

(b)  The Remunerat ion committee

The remuneration committee is chaired by Mr van Wachem. The other four members of the committee include

Rolf Hüppi and three non-executive directors. With effect from 17 May 2001, Mr Hüppi will no longer be a

member of the remuneration committee, but may be invited to participate in its meetings. The remuneration

committee proposes the directors’ fees and the remuneration policy for the members of the Group Management

Board; determines the remuneration of the Chief Executive Officer; and approves the remuneration of the

members of the Group Management Board on the basis of the remuneration policy. The Chief Executive Officer

does not participate in decisions relating to his own remuneration package. The remuneration committee meets

at least twice a year. Details of the Group’s remuneration policy are given on page 119.

(c )  The Audit  committee

The audit committee is chaired by Mrs Gilmore. The other two members are also non-executive directors. 

The vacancy in the audit committee caused by the death of Mr de Pury will be filled after the forthcoming 

annual general meeting. The members of the audit committee meet certain requirements with respect to

independence and qualification. The audit committee meets at least four times a year and serves as a focal point

for communication regarding the various risk management functions of the Group, including the internal and

external auditors. It is responsible for reviewing the Group’s auditing process as laid down in the Group auditing

charter, which has been approved by the Board. As part of that process, it reviews the internal control systems 

in order to satisfy itself that effective systems of accounting, risk management, compliance and internal control
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are established and maintained. It reviews the interim and annual financial statements before submission to the

Board. The audit committee makes recommendations to the Board regarding the appointment and remuneration

of the external auditors. It reviews the value and nature of their non-audit services and any matters which may

impair their objectivity and independence. A review of the external auditors fees is conducted annually.

Statements regarding internal control and the procedures in place regarding internal control according to the

Turnbull guidance are given on page 121. 

Directors ’  fees 

Directors’ fees have been determined to ensure the Group can attract and retain the highest calibre individuals,

recognizing that the Group is a global financial services organization. The fees paid to the non executive

directors who held office in 2000 are shown in the table below with comparisons for 1999. The fees paid in

2000 reflect the transition arrangements in respect of the unification. Since the unification, Directors fees are as

follows: All Directors, except the Vice Chairman receive annual fees of USD 125,000 with an additional fee of

USD 25,000 in respect of each committee on which they are a member. Directors resident in the USA receive an

additional fee of USD 10,000 per annum. The Vice Chairman receives an annual fee of USD 250,000, but no

additional payment in respect of any committee membership. Directors’ fees are not pensionable.

Fees paid in 2000 Fees paid in 1999

USD USD

Lord Cairns 373,958 400,000

H. C. M. Bodmer 133,333 200,000

R. E. J. Gilmore 132,292 125,000

F. B. Humer 137,500 N/A

D. G. Mead 66,250 35,000

Ph. Pidoux 131,250 75,000

K.O. Pöhl 12,500 25,000

D. de Pury 131,250 125,000

V. L. Sankey 194,792 200,000

G. Schulmeyer 142,292 135,000

L. C. van Wachem 195,833 175,000

C. K. Yeutter 179,792 185,000

Total 1,831,042 1,680,000

Mrs Gilmore is a member of a group health insurance scheme, a benefit worth USD 727 (1999: USD 1,000).

Those directors who were employed by the Group in an executive capacity (Messrs Hüppi, Feinstein and Leitch)

waived their directors’ fees. Information relating to their remuneration is given on page 119.

Directors ’  interests  in shares 

The interests of the directors, who held office at the end of the year, in the shares of Zurich Financial Services,

and, prior to unification, Allied Zurich and Zurich Allied are shown below. All interests shown below are

beneficial.

Interest in Interest in Interest in Zurich

Allied Zurich Zurich Allied Financial Services

(ordinary 25 p shares) (CHF 10 shares) (CHF 10 shares)

At 1.1.2000* At 1.1.2000* At 31.12.2000

R. Hüppi – 26,262 31,959

H. C. M. Bodmer – 114,530 114,530

R. E. J. Gilmore 7,800 – 180

F. B. Humer – – 600

D. G. Mead – 76 76

Ph. Pidoux – 395 500

V. L. Sankey 10,973 – 255

G. Schulmeyer 7,500 – 175

L. C. van Wachem – 1,000 1,000

C. K. Yeutter 2,800 – 65

Or date of appointment, if later.*



Zurich Financial Services Group Corporate Governance and Remuneration Report

Zurich Financial Services Group Annual Report 2000 119

Contracts  of  s ignif icance

None of the directors had a material interest in a contract of significance with the company or any subsidiary

company during the year to 31 December 2000.

Remunerat ion of  the Group Management Board

The remuneration policy for the members of the Group Management Board is structured to reflect the global

and competitive nature of the Group’s operations and to ensure that individuals with the required knowledge

and experience can be attracted, motivated and retained to manage the organization. Actual compensation

levels and the overall terms and conditions are established to reflect the line of business, the relevant

marketplace and the skills, experience and contribution of the individual concerned. Significant emphasis is

placed on variable compensation to ensure that there is linkage between the rewards of executives and the

performance achievements of the Group.

Aggregate remunerat ion

The total aggregate remuneration paid to the members of the Group Management Board during 2000 was 

USD 21 million (USD 23 million in 1999). The following table specifies the number of members whose aggregate

remuneration falls within the following bands:

2000 1999

Level of aggregate remuneration 2000 Number Number

Above USD 3,250,000 1 1

Between USD 1,625,001 and USD 3,250,000 5 7

Between USD 1,300,001 and USD 1,625,000 1 1

Between USD 975,001 and USD 1,300,000 2 1

Between USD 650,000 and USD 975,000 1 1

Below USD 650,000 10 –

For the new members of the Group Management Board, aggregate remuneration includes the remuneration

received from their appointment date to December 31, 2000. Mr Gluckstern and Ms Seemann were not

employed by the Group until after December 31, 2000.

For the purposes of the calculation, the aggregate remuneration comprises the base salary paid, cash awards

received under the short and long-term incentive plans during 2000 in respect of performance up to 

December 31, 1999, and the estimated value of other remuneration related items, for example, in connection

with cars or mortgage loans. In addition, the amounts in the above table include the value of the increase in

accrued pension benefits during the year. Most of the members participate in defined benefit pension

arrangements, providing benefits based on final salary and the number of years of service with the Group. Normal

retirement ages vary from age 60 to age 65. Accrual rates vary in line with country practice and lead to overall

pension levels between 50% and 67% of the defined final pensionable salary. 

Notice per iods and service contracts

The standard notice period for members of the Group Management Board is 6 months reflecting the traditional

practice of Swiss-based companies. However, there are certain exceptions to this standard, reflecting practices

in place in the businesses where the executives were previously employed. Mr Leitch has a two-year notice period,

Mr Feinstein and Mr Cela have a one-year notice period and Mr Focke has a contractual arrangement, which

includes a term expiring in 2003. 

Long-term incentive compensation programs 

The current long-term incentive plans for members of the Group Management Board comprise a combination of

annual grants of premium-priced share options under the Global Share Option plan and the right to receive

performance-based share awards linked to sustained financial performance over a three-year period under the

Zurich Financial Services Long-Term Performance Share plan. These arrangements have been in place since

January 1999, prior to which the Zurich Group operated a plan similar to the Long Term Performance Share Plan

except the awards were provided in a mixture of cash and shares. Awards under the long-term compensation

programs are not pensionable.
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Share Option Grants  and Performance Share al locat ions under the long-term

compensation programs beginning in 2000

Under the Global Share Option plan, the aggregate number of option grants awarded over Zurich Financial

Services shares to those persons who were members of the Group Management Board at the date of the grant,

were as follows. The grants, which were made prior to share unification and therefore in the shares of Zurich

Allied and Allied Zurich, were converted to options over Zurich Financial Services shares:

2000 1999

From former From former

Zurich Allied Allied Zurich Zurich Allied Allied Zurich

options options options options

Number of Zurich Financial Services options 12,233 8,623 9,183 6,510

Exercise Period 2003–2007 2002–2006

Exercise Price CHF 901.20 £ 303.00 CHF 1,157.20 £ 441.00

Included in the above are the following options granted to Mr Hüppi, who is also a director: Zurich Allied

options: 3,262 (1999: 2,408), Allied Zurich options 2,299 (1999: 1,707). The exercise prices under the global

share option plan are set at a 10% premium to the average market value in the month prior to the grant. Share

options were granted in 2000 and in 1999 on 1 February of each year.

Under the 3-year performance cycles beginning in 2000 (1999), the aggregate number of Zurich Financial

Services shares that will be provided in 2003 (2002) on the basis of target performance achievement was as

follows:

Start of 3 year performance cycle 2000 1999

Number of long-term performance shares 5,425 4,295

Year of award 2003 2002

Included in the above are the following target allocations for Mr Hüppi, who is also a director : 1,447 (1999:

1,126). The actual number of shares to be awarded will depend on the financial performance of the Group in

excess of minimum defined hurdles during the three-year performance period commencing on 1 January in the

year in which the target number of shares is established. Depending on the actual performance, the range of

shares to be actually awarded in the year following the end of the three-year performance period will vary from

0% to 200% of the target numbers shown above. As a further condition, the individual must remain employed

throughout the performance period. One half of the shares awarded at the end of each performance period 

will be sales restricted for a further period of three years.

Share awards made in 2000 under long-term incentive

arrangements commencing in 1997 

Based on the financial performance of the Group, over the three-year period between January 1, 1997 and

December 31, 1999 the total share awards made under the long term incentive plan to members of the Group

Management Board at the date of the award were as follows:

in 2000 in 1999

Total performance share awards made 13,028 9,715

Relevant share price at beginning of performance cycle CHF 374 CHF 331

Market value of shares at the date of award CHF 841 CHF 904

Included in the above are the following share awards for Mr Hüppi, who is also a director: 6,683 

(1999: 6,683). Share awards are sales-restricted for a period of at least three years from the date of the award.

These shares are included in the share interest tables on page 121. 

At 31 December 2000, the Zurich Financial Services closing mid-market share price was CHF 977 and the

range during 2000 was CHF 675 to CHF 990.

Interests  of  members of  the Group Management Board in shares

The interests of the members of the Group Management Board who held office at the end of the year in the

shares of Zurich Financial Services and, prior to unification, Allied Zurich and Zurich Allied are shown below. All

holdings are beneficial. 
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Interest in Interest in Interest in Zurich Interest in Zurich

Allied Zurich Zurich Allied Financial Services Financial Services

(ordinary 25 p shares) (CHF 10 shares) (CHF 10 shares) (CHF 10 shares)

At 1.1.20001 At 1.1.20001 At date of appointment At 31.12.2000

G. Aguirre N/A N/A 20 20

W. H. Bolinder – 2,192 N/A 3,922

J. Cela N/A N/A 20 20

P. Eckert – 2,338 N/A 3,403

M. D. Feinstein 17,564 – N/A 409

H. Focke – 1,290 N/A 1,304

H. Frese N/A N/A 14 14

G. Gose – 6,315 N/A 7,439

C. Iordanou N/A N/A 20 20

R. Johnson N/A N/A 1,837 1,837

M. Jones N/A N/A – –

Th. Kaiser N/A N/A 134 134

A. P. Lehmann N/A N/A 628 628

A. P. Leitch 35,903 – N/A 830

D. Lohmann – 19 N/A 615

A. Passardi N/A N/A 1,882 1,582

F. Schnewlin – 3,528 N/A 3,571

G. Stokholm N/A N/A 122 122

E. Villani – 5 N/A 5

Comparative figures are given for members of the Group Management Board who were members of the Zurich Financial Services Group

Executive Board at the beginning of the period.

In conjunction with the acquisition of Scudder, an option program was established for a number of executive

shareholders of Scudder Stevens & Clark. As a result and in addition to the above interests, Mr Villani held

84,700 options over Zurich Financial Services shares at 31 December 2000. These option rights vest over a five-

year period expiring on 31 December 2003.

1
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Internal  control  

The Board of Directors is responsible for the Group's systems of internal control, which are designed to manage

rather than eliminate the risk of failure to achieve business objectives and can only provide reasonable, and not

absolute, assurance against material misstatement or loss.

The Group has adopted a co-ordinated and formalised approach to risk management and control. A risk aware

and control conscious environment is fostered in the Group supported by staff education and training. 

Management is responsible for the identification and evaluation of significant risks. Periodic risk assessments

are conducted using “the total risk profiling tool”. Once a year, the Group Management Board undertakes 

a Group level risk assessment. The results of this assessment and the actions arising are also presented to the

Audit Committee. 

An ongoing process of control, self-assessment and hierarchical reporting is facilitated by Internal Audit. This

process is regularly reviewed and the Board of Directors through the Audit Committee receives regular reports

from the Chief Risk Officer, the Group Internal Audit function and management.  

The Board of Directors, with the advice of the Audit Committee, has reviewed the effectiveness of the 

system of internal control operated by the Group for the period 1 January 2000 up to the date of the report and

is satisfied that it was conducted in accordance with the Turnbull Guidance. The assessment included the

consideration of the effectiveness of the Group’s ongoing process for identifying, evaluating, and managing the

risks of the business and a review of the annual reports of internal control and business risks completed by 

the regions and global businesses.
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Employees 

Our employment policy includes a commitment to recruit people solely on the basis of their ability. The Zurich

Financial Services Group actively encourages employee involvement via publications, team briefings and regular

meetings with employees’ representatives. The Group is party to a voluntary agreement within the scope of

the European Works Council Directive. The Group has established broad-based employee share compensation

and incentive plans to encourage employees to become shareholders in the Group (see page 77 ss.).

Going concern

The directors are satisfied that, having reviewed the performance of the Group and forecasts for the forthcoming

year, the Group has adequate resources to enable it to continue in business for the foreseeable future. For 

this reason, the directors have adopted the going concern basis for the preparation of the financial statements.

Relat ions with shareholders

The Group maintains a dialogue with institutional investors through its investor relations program and responds

to questions and issues raised by either institutional or private individual shareholders. Zurich Financial Services

will hold its annual general meeting on 17 May 2001. Before the formal business of the meeting, the Chairman

and Chief Executive Officer will present a review of the business of the Group.The meeting will be conducted 

at two venues, one in Zurich and the other in London. Two-way audio visual satellite links will enable full

participation by shareholders at both venues. An invitation setting out the agenda for this meeting and an

explanation of the proposed resolutions will be issued to shareholders giving the 20 working day period of notice

required by the Combined Code. Last year, due to the preparations in respect of the unification, the period 

of notice given to convene the respective annual general meetings of Allied Zurich and Zurich Allied fell slightly

short of that required by the Combined Code. The period of notice given by both companies did however

comply with their respective statutory requirements. 




