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Compelling strategic and financial rationale

Leading
market
position

Aligned with
strategy

 Zurich to become a top 3 travel insurance provider globally
 Cover-More Group Limited (Cover-More) is the #1 travel insurance provider in
Australia and New Zealand and #3 in the US1

 Fully aligned with Zurich’s strategy
 Significant expansion of distribution partnerships, leveraging technology to
attract and service retail customers in attractive and growing segments

 Acquisition is a key enabler for Cover-More’s global ambitions, benefiting from
Significant
Zurich’s global underwriting capabilities
step in Global
Specialties
 Expands travel insurance premium volumes by more than 3x
Builds on
Zurich’s
expertise

 Cover-More’s capability provides the opportunity for differentiation through
service and partnerships, where Zurich can deliver best-in-class practices
 Builds on Zurich’s long history in writing travel products

 Transaction provides access to UW profits from travel insurance, subject to
Value
creation and
synergies

1

current contractual arrangements, in addition to current fee based travel and
assistance business
 We also expect synergies resulting from a combination of efficiency gains and
deploying Cover-More technology across Zurich's footprint

For the retail travel insurance specialist segment.
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Transaction highlights

Proposed
transaction

 Proposed acquisition by Zurich Insurance Company Ltd of 100% of the share
capital in Cover-More via a scheme of arrangement
 Transaction is unanimously recommended by the Cover-More board of directors

 Cash offer of AUD 1.95 per ordinary share (AUD 741m / USD 554m on a fully
Offer value

diluted basis), to be adjusted for any dividend to be declared by Cover-More
prior to the end date of June 30, 2017
 41% premium to Cover-More’s 3-month VWAP

Consideration  100% cash

Funding

Integration

 Funding from internal sources
 Results in Z-ECM ratio reduction of approximately 2 percentage points

 Limited integration costs expected to be incurred over the next 12 months
 Phase-in of underwriting support by Zurich over the next 12 months, subject to
current contractual arrangements, with a view to insure most of the travel risk

Approvals /
timeline
December 12, 2016

 Closing expected to occur no later than Q2 2017, subject to regulatory and
Cover-More’s shareholder approvals
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Travel insurance is a global and attractive
market
MARKET SIZE FOR TRAVEL INSURANCE1
US

AU

GB

CH

DE

CN

India

MY

GWP (USDbn)

2.2

0.6

1.3

0.2

0.6

0.6

0.1

0.1

Historic growth (%)2

7%

5%

4%

3%

3%

18%

21%

17%

Future growth (%)2

5%

5%

4%

1%

3%

18%

21%

15%

#Trips (‘000)

82,000

9,400

60,900

14,500

85,000

85,700

19,900

13,000

#Policies (‘000)

27,800

5,200

17,500

2,000

28,600

12,300

2,700

2,400

34%

55%

29%

14%

34%

14%

13%

18%

Penetration

Key features of travel insurance:
 Diversification from traditional Motor and Home insurance offering.
 Lifestyle specialty product and one of the first entry points products (especially for younger
generation), creating an opportunity to build long-term relationship with the customer.
 Attractive growth prospects and cross-sell opportunities.
 Short-term products with low volatility in earnings and low risk capital needs.
1

2

Source: Finaccord.
Historic growth is 2011-2015 CAGR, future growth is 2015-2019 CAGR.
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Highly complementary business mix and
geographic footprint
PRO-FORMA 2016 BUSINESS MIX1,2
Net revenue (FY-16)

27%

 Cover-More is a leading global travel

EBITDA (FY-16)
Travel
insurance

29%

Medical
assistance
73%

COMMENTS

71%

insurance provider with a complementary
business and geographical mix

 90% of sales in mature markets
 5m+ customer base, 35,000 medical
assistance cases p.a.

 Strong distribution relationships

GROSS SALES BY GEOGRAPHY
At IPO (FY-13)2
5%
1%

 Global assistance solution, combined with
Zurich’s existing WTP Assist in Canada

Pro-forma (FY-16)1,2
Australia
& NZ
US
Asia

94%
1

2

UK

 Leading positions in Australia (#1), New
Zealand (#1) and US (#3)

 Opportunity to grow globally across
industry verticals

Pro-forma for acquisition of Travelex Insurance Services on November 17, 2016. Assuming Travelex is 100% US travel insurance.
For the financial year ending June 30.
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Strong underlying financials, with opportunity
to accelerate under Zurich’s ownership
GROSS SALES (AUDm)1

COMMENTS
669

+11%
368

434

467

502

 Underlying financial performance has
been strong, since listing of Cover-More
in 2013

 Significant growth:
2013

2014

2015

2016

2016 PF2

EBITDA (AUDm)1

52

52

41

2013
1

2

2014

2015

56
45

2016

–

Acquisition of Travelex Insurance
Services in the US

–

New distribution agreements in
Australia and New Zealand

–

E-commerce relationship in India

 Opportunities under Zurich’s ownership:
–

Leverage footprint and cross-selling

–

Lock in underwriting margin, subject
to current contractual arrangements

2016 PF2

For the financial year ending June 30
Pro-forma for the acquisition of Travelex Insurance Services (USD converted at 1.346 USD/AUD).
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Strong strategic fit

Partnerships

Customer
segment

 Further strengthen affinity distribution partnership skills along key industry
verticals

 Lifestyle specialty product with fast growing market globally
 Attractive entry point to build relationships, especially with young customers

 Market leading technology, which allows an enhanced product segmentation
Customer
experience

Global
Specialties

Attractive
market
December 12, 2016

and improved customer and distribution partner outcomes
 Strong digital capabilities
 Leverage medical assistance capabilities to in-source Zurich’s assistance services
requirement previously outsourced to third parties

 Focus on more agile specialties business lines
 Top 3 travel insurance provider, with leading position in key markets
 Highly attractive product and market with low capital requirements and low
volatility in earnings
 Margin generation driven by fee income and stable UW result
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Disclaimer and cautionary statement

Certain statements in this document are forward-looking statements, including, but not limited to, statements that are predictions of or
indicate future events, trends, plans or objectives of Zurich Insurance Group Ltd or the Zurich Insurance Group (the ‘Group’). Forward-looking
statements include statements regarding the Group’s targeted profit, return on equity targets, expenses, pricing conditions, dividend policy and
underwriting and claims results, as well as statements regarding the Group’s understanding of general economic, financial and insurance
market conditions and expected developments. Undue reliance should not be placed on such statements because, by their nature, they are
subject to known and unknown risks and uncertainties and can be affected by other factors that could cause actual results and plans and
objectives of Zurich Insurance Group Ltd or the Group to differ materially from those expressed or implied in the forward looking statements
(or from past results). Factors such as (i) general economic conditions and competitive factors, particularly in key markets; (ii) the risk of a global
economic downturn, in the financial services industries in particular; (iii) performance of financial markets; (iv) levels of interest rates and
currency exchange rates; (v) frequency, severity and development of insured claims events; (vi) mortality and morbidity experience; (vii) policy
renewal and lapse rates; and (viii) changes in laws and regulations and in the policies of regulators may have a direct bearing on the results of
operations of Zurich Insurance Group Ltd and its Group and on whether the targets will be achieved. Zurich Insurance Group Ltd undertakes no
obligation to publicly update or revise any of these forward-looking statements, whether to reflect new information, future events or
circumstances or otherwise.
All references to ‘Farmers Exchanges’ mean Farmers Insurance Exchange, Fire Insurance Exchange, Truck Insurance Exchange and their
subsidiaries and affiliates. The three Exchanges are California domiciled interinsurance exchanges owned by their policyholders with
governance oversight by their Boards of Governors. Farmers Group, Inc. and its subsidiaries are appointed as the attorneys-in-fact for the
Farmers Exchanges and in that capacity provide certain non-claims administrative and management services to the Farmers Exchanges. Neither
Farmers Group, Inc., nor its parent companies, Zurich Insurance Company Ltd and Zurich Insurance Group Ltd, have any ownership interest in
the Farmers Exchanges. Financial information about the Farmers Exchanges is proprietary to the Farmers Exchanges, but is provided to support
an understanding of the performance of Farmers Group, Inc. and Farmers Reinsurance Company.
It should be noted that past performance is not a guide to future performance and that interim results are not necessarily indicative of full year
results.
Persons requiring advice should consult an independent adviser.
This communication does not constitute an offer or an invitation for the sale or purchase of securities in any jurisdiction.
THIS COMMUNICATION DOES NOT CONTAIN AN OFFER OF SECURITIES FOR SALE IN THE UNITED STATES; SECURITIES MAY NOT BE OFFERED OR
SOLD IN THE UNITED STATES ABSENT REGISTRATION OR EXEMPTION FROM REGISTRATION, AND ANY PUBLIC OFFERING OF SECURITIES TO BE
MADE IN THE UNITED STATES WILL BE MADE BY MEANS OF A PROSPECTUS THAT MAY BE OBTAINED FROM THE ISSUER AND THAT WILL
CONTAIN DETAILED INFORMATION ABOUT THE COMPANY AND MANAGEMENT, AS WELL AS FINANCIAL STATEMENTS
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