
Update for the three months ended March 31, 2017

Investor and media presentation

May 11, 2017

Zurich Insurance Group



©
 Z

u
ri

ch

MAIN SECTION (Use symbols to navigate through the document) APPENDIX (Use symbols to navigate through the document)

Content

May 11, 2017 Update for the three months ended March 31, 2017 2

Key highlights

Group BOP and NIAS

Property & Casualty (P&C)

Life

Farmers

Group Functions and Operations & Non-Core Businesses

Group solvency

Group balance sheet and capital

Disclaimer

Other symbols

Back to content page

Back to slide

P&C catastrophe reinsurance program

Farmers Exchanges

Group solvency

Group debt

Commentary

Contacts

Calendar

Print slides with Commentary

Print slides without Commentary

P&C reserve disclosure 2016

Group restatement impact 



©
 Z

u
ri

ch

Key messages

3Update for the three months ended March 31, 2017May 11, 2017

Group
 Strong performance with underlying1 BOP up 14%

 More favorable macro background benefiting investment income

 On track to deliver against 2017-2019 strategic targets

P&C
 2ppt improvement in accident year loss ratio ex-catastrophes

 Lowered absolute expenses

Life
 Strong performance with BOP up 23% in local currency

 Strong development in APE and NBV up 12% and 18%, respectively

Farmers
 Continued growth of fee income drives FMS gross management result

 Record level of Q1 cats impact Farmers Re, steady performance of Farmers New World Life

Capital
 Very strong capital position confirmed with SST at 227%2

 Z-ECM finalized at 125% at December 31, 2016, estimated at 129%3 at March 31, 2017

1 Underlying BOP is excluding the impact from the UK Ogden rate change.
2 As of January 1, 2017. The Swiss Solvency Test (SST) ratio is calculated based on the Group’s internal model, which is subject to the review and approval of the Group’s 

regulator, the Swiss Financial Market Supervisory Authority (FINMA). The full year ratio is filed with FINMA and is subject to its approval.
3 Q1-17 Z-ECM reflects midpoint estimate with an error margin of +/- 5ppts.

KEY HIGHLIGHTS
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2017-2019 Financial targets

4Update for the three months ended March 31, 2017May 11, 2017

BOPAT ROE1 in excess of 12% and increasing, despite higher equity base

USD 1.5bn in net savings by 2019 compared to the 2015 baseline

Z-ECM target ratio of 100-120%

Cash remittances in excess of USD 9.5bn over 2017-2019 period

1 Business Operating Profit after tax return on equity, excluding unrealized gains and losses.

KEY HIGHLIGHTS
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CUMULATIVE NET
EXPENSE SAVINGS (USDbn)

BOPAT ROE (%)1

May 11, 2017 Update for the three months ended March 31, 2017 5

1 Business Operating Profit after tax return on equity, excluding unrealized gains and losses.
2 Q1-17 Z-ECM reflects midpoint estimate with an error margin of +/- 5ppts.

On track to achieve our financial targets

Z-ECM RATIO (%) CUMULATIVE CASH REMITTANCES 
(USDbn)

9.5%

Q1-17 Target

>12.0%

129%
120%

Q1-17e2 Target range

100%

KEY HIGHLIGHTS

100%

12.6%

Ex. Ogden
9.5

2017 - 2019 TargetQ1-17

on track

Target ~300 ~700 ~1,100 1,500

2016 2017 2018 20192015

Achieved

~USD 0.4bn

as of Q1-17
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P&C

May 11, 2017 Update for the three months ended March 31, 2017 6

1 Provided for informational purposes only. Zurich Insurance Group has no ownership interest in the Farmers Exchanges. Farmers Group, Inc., a wholly owned subsidiary 
of the Group, provides certain non-claims administrative and management services to the Farmers Exchanges as its attorney-in-fact and receives fees for its services.

2 Excludes discontinued operations (21st Century business outside of California and Hawaii mainly).

Continued delivery across all businesses

FARMERS EXCHANGES1

KEY HIGHLIGHTS

0%

0%

3%

Q1-17

FY-16

FY-15

65.7% 64.0%

31.7% 33.5%

Q1-17

100.7%

1.1%

2.0%

FY-16

98.1%

-1.8%

2.6%

PYDAY LR ex-catERCat

COMBINED RATIO (%)

GWP GROWTH IN LC (%)

+4%

Q1-17

4,827

Q1-16

4,651

43.143.2

Q1-17FY-16

GWP CONTINUING OPERATIONS (USDm)2

NET PROMOTER SCORE 

LIFE

+23%

Q1-17Q1-16

BOP GROWTH IN LOCAL CURRENCY (USDm)

Q1-17 APE SHARE OF NON-TRADITIONAL PRODUCTS

97.2%

Ex. Ogden

89%Non-Traditional
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We are confident in our reserving approach and reserve strength

7Update for the three months ended March 31, 2017May 11, 2017

Reserve 
Strength

Favorable prior year development (PYD) of 1.8% seen in 2016

Prior year 
development

Stable reserve run-off of 1-2% expected going forward

Workers 
Compensation

Workers Compensation tail factors have historically been at the upper end of industry levels, 

and remained at similar levels at end-2016

Refreshed 
disclosure

P&C reserving triangle data have been refreshed for 2016, with additional information 

contained in the P&C reserve disclosure 2016 section of this presentation

KEY HIGHLIGHTS
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BOP (USDm) Q1-17 OGDEN

IMPACT (USDm)

May 11, 2017 Update for the three months ended March 31, 2017 8

Strong start to year with Group BOP up 14% excluding Ogden
KEY HIGHLIGHTS

390 396 396

254 312 312

556 420

630

-156-156-153

1,218

Q1-17

Ex. Ogden

35

Q1-16

+14%

Q1-17

Reported

-45

928

20

1,067

Group Functions and Operations NCBFarmersLifeP&C

209

80

289



Q1-17 CFO update
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BOP (USDm)

May 11, 2017 Update for the three months ended March 31, 2017 10

1 Realized capital gains/losses.
2 Includes restructuring provisions and other restructuring charges.

BOP excluding Ogden is strong with all businesses contributing

BOP TO NIAS WALK (USDm)

607

928

92

Q1-17

NIAS

60

Shareholder 

taxes

-314

Other

-16

Restructuring 

costs2

RCG1

-9167

Q1-17

BOP

Non-controlling interests

32.0% tax rate

390 396

254 312

556 420

-156-153

Q1-17

928

-45

Q1-16

1,067

20

NCBGroup Functions and OperationsFarmersLifeP&C

GROUP – BOP AND NIAS

1,218m

Ex. Ogden
+14%
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TOPLINE DEVELOPMENT

Q1-17 DEVELOPMENT

2% Stable

1% Slightly declining

1% Stable

1% Slightly increasing

2% Stable

May 11, 2017 Update for the three months ended March 31, 2017 11

1 GWP development due to premium rate change as a percentage of the renewed portfolio against the comparable prior year period.
2 Total includes Group Reinsurance and Eliminations.

Stable and positive rates, volumes driven by profitability 
measures

RATE CHANGE (%)1

3%

4%

0%

7%

-4%

Q1-17 GWP (USDm)

EMEA 4,884

North America 3,266

APAC 547

Latin America 615

Total2 8,919

P&C – TOPLINE 

Q1-17 GWP Growth in local currency (%)
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BOP BREAK DOWN (USDm)

May 11, 2017 Update for the three months ended March 31, 2017 12

1 Includes investment income and realized capital gains in BOP.
2 Includes the non-technical result and non-controlling interest.

Increased BOP excluding Ogden

KEY DRIVERS (USDm)

109

420

556

Q1-17Ogden

-209

Other

-26

Investment 

result

UW result

-9

Q1-16

51

226 301

298

72

-91

66
72

Q1-17

420

-36

17

Q1-16

556

GReLatin AmericaAPACNorth AmericaEMEA OgdenOther2Investment result1UW resultBOP

P&C – BOP COMPONENTS

USD 630m

Ex. Ogden
+13%
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LOSS RATIO (%)COMBINED RATIO (%)

May 11, 2017 Update for the three months ended March 31, 2017 13

1 FY-15 has not been restated.
2 Catastrophes include major and mid-sized catastrophes including significant weather-related events.
3 Accident year loss ratio (AY LR) excludes prior year reserve development (PYD).

AY loss ratio continuing to improve

71.8% 66.4% 65.9% 67.2%

31.7%
31.7% 31.4% 33.5%

Q1-17

100.7%

Q1-16

97.3%

FY-16

98.1%

FY-151

103.6%

Loss ratioExpense ratio

3.5%

2.6% 1.1%
2.0%

1.1%

-1.7%-1.8%

FY-151

71.8%

0.1%

68.2%

Q1-17

67.2%

64.0%

Q1-16

65.9%

66.5%

FY-16

66.4%

65.7%

PYD3AY LR (excl. catastrophes)3Catastrophes2

P&C – COMBINED RATIO DETAILS

97.2%

Ex. Ogden

63.7%

Ex. Ogden
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May 11, 2017 Update for the three months ended March 31, 2017 14

Absolute expenses reducing, ratios distorted by earned 
premium effect

EXPENSE RATIO OUTLOOKEXPENSE RATIO (%)

P&C – EXPENSE RATIO DETAILS

15.2% 14.7% 15.6% 16.3% 15.8%

14.7% 13.9%
14.9% 15.4% 16.0%

1.6% 1.6%

31.4%

1.5% 1.7%1.5%

Q1-17

33.5%

Q4-16

33.1%

Q3-16

32.1%

Q2-16

30.3%

Q1-16

Commissions OUEPremium tax and levies

Commissions

 Development subject to mix 

 Should be seen in conjunction with loss ratio development

Other underwriting expenses (OUE)

 Expense savings expected to increase over the year

 Higher NEP over Q2-Q4 due to skew in NEP of Crop

 Leads to reduction in ratio over remainder of year

 Full year: expect ~stable NEP with lower absolute expense

~1.2%

Impact on OUE ratio 

from lower NEP
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COMBINED RATIO (CR) BY SEGMENT (%)1

May 11, 2017 Update for the three months ended March 31, 2017 15

1 Excludes Group Reinsurance and Eliminations.

Ex-Ogden CR improvements visible across businesses, more 
work needed in commercial insurance

CR BY CUSTOMER UNIT (%)1

P&C – COMBINED RATIO BY BUSINESS AND CUSTOMER UNIT

94.3%

Ex. Ogden

94.9%96.6% 94.3%

106.7%

Retail insuranceCommercial insurance

Q1-17Q1-16

102.8%

Ex. Ogden
90.9%

Ex. Ogden

Q1-17

102.0%

100.6%

1.4%

Q1-16

95.2%

94.2%

1.0%

CR (excl. catastrophes)Catastrophes

Q1-17

99.3%

91.6%

7.6%

Q1-16

87.2%

85.9%

1.3%

98.9%

96.8%

2.1%

Q1-16

97.7%

96.4%

1.3%

Q1-17

90.9%

90.9%

0.0%

Q1-16

97.0%

96.9%

0.0%

Q1-17

EMEA North America Latin AmericaAsia Pacific
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May 11, 2017 Update for the three months ended March 31, 2017 16

1 Net of investment expenses.
2 Investment income yield calculated based on average debt securities (accounting view before eliminations). 

Reinvestment yield calculated as a weighted-average trade yield of purchased debt securities during the quarter, on an annual basis and approximated.
3 For comparative reasons investment income yield extrapolated linearly to a full-year impact.

Higher investment result, slowing decline in investment income

INVESTMENT INCOME YIELD

INVESTMENT INCOME YIELD OF GROUP INVESTMENTS (%)1,3

INVESTMENT INCOME & REINVESTMENT YIELD OF DEBT SECURITIES (%)2,3

449

-63

56

459

Q1-16 Q1-17

505

396

Investment incomeRealized capital gains

2.5%2.5%

Q1-16 Q1-17

2.6%2.6%

2.1%2.2%

Q1-17Q1-16

Reinvestment yieldInvestment income yield

P&C – INVESTMENT INCOME

INVESTMENT RESULT IN BOP (USDm)
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-3%

12%

77%

14%

NBM & NBV1

May 11, 2017 Update for the three months ended March 31, 2017 17

1 APE is reported before non-controlling interests. NBM and NBV are reported net of non-controlling interests.

Higher new business value due to improved business mix and 
volumes

215

299

815780

1,172

16 42

Q1-16

1,049

20 34

+12%

Q1-17

181 187

39
40

7 24
23

Q1-16

235

+18%

Q1-17

277

10

27.0%25.5%

EMEANorth AmericaAsia PacificLatin America

36%

28%

25%

11%

Unit Linked

Savings & Annuity

Protection

Corporate Pension

APE

NBV

PRODUCT VIEWAPE (USDm)1

LIFE – NEW BUSINESS AND NET INFLOWS

NBM (%)

NBV (USDm)
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AUM DEVELOPMENT (USDbn)

May 11, 2017 Update for the three months ended March 31, 2017 18

AUM growth of 4% driven by positive net flows and markets

1.6

1.0

0.6

0.5

0.1 0.0

Q1-17

1.7

0.1 0.0

Q1-16

2.2

120114

10199

38
36

FX

4

Market 

movements

and other

5

Net inflows

2

Balance as of 

January 1, 2017

249

Balance as of 

March 31, 2017

259

Latin America EMEANorth AmericaAsia Pacific Unit-linkedGroup investments3rd party investments

NET INFLOWS BY SEGMENT (USDbn)

LIFE – NET INFLOWS AND ASSETS UNDER MANAGEMENT
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BOP BY SEGMENT (USDm)

May 11, 2017 Update for the three months ended March 31, 2017 19

Increase in technical margin drives BOP growth

35

209

39

72

54

1

Group Re

1

Latin 

America

19

APACNorth 

America

3

EMEA

+23%

Q1-17

312

209

-9

0

Q1-16

254

-12

4

0

LIFE – BOP BY SEGMENT AND SOURCE

BOP BY SOURCE OF EARNINGS (USDm)

649

98

237

312

Technical margin

-315Operating costs

-599

Q1-17 BOP

Deferral impacts 58

Acquisition costs

Inv. margin

Loadings & fees 833184 3% 6%

-30% -31%

31% 31%

-2% -6%

1% 0%

58% 59%

23% 23%

Revenues UL fund based feesExpenses

Reported   LC

D Q1-16
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May 11, 2017 Update for the three months ended March 31, 2017 20

1 Gross of policyholder participation (PH).
2 Net of investment expenses.
3 Investment income yield calculated based on average debt securities (accounting view before eliminations). 

Reinvestment yield calculated as a weighted-average trade yield of purchased debt securities during the quarter, on an annual basis and approximated.
4 For comparative reasons investment income yield extrapolated linearly to a full-year impact.

Returns related to asset growth offset by lower yields, 
mainly in EMEA

INVESTMENT INCOME YIELD

INVESTMENT INCOME YIELD OF GROUP INVESTMENTS (%)2,3

INVESTMENT INCOME & REINVESTMENT YIELD OF DEBT SECURITIES (%)3,4

735 692

74 147

Q1-17

839

Q1-16

809

Investment incomeRealized capital gains

2.8%2.9%

Q1-17Q1-16

2.8%2.8%

1.8%
2.1%

Q1-17Q1-16

Reinvestment yieldInvestment income yield

LIFE – INVESTMENT INCOME

INVESTMENT RESULT IN BOP GROSS OF PH (USDm)1
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May 11, 2017 Update for the three months ended March 31, 2017 21

1 Provided for informational purposes only. Zurich Insurance Group has no ownership interest in the Farmers Exchanges. Farmers Group, Inc., a wholly owned subsidiary 
of the Group, provides certain non-claims administrative and management services to the Farmers Exchanges as its attorney-in-fact and receives fees for its services.

2 Excludes discontinued operations.
3 Discontinued operations include 21st Century business outside of California and Hawaii and other discontinued operations.

Rate increases in auto continue to drive growth

3.8%3.9%

5.5%5.5%5.5%

1.9%
2.1%

3.8%3.8%
3.6%

Q1-16 Q1-17Q4-16Q2-16 Q3-16

TotalContinuing Operations2

Specialty
3.2%

2.3%

Home

6.5%
5.9%

Total
3.6%

1.9%

Discontinued3

-27.5%

-43.4%

Business Insurance
-0.1%

1.2%

7.5%

0.9%

Auto

Q1-16Q1-17

FARMERS EXCHANGES1 – GROWTH

GWP GROWTH (%) GROWTH BY BUSINESS LINE (%)
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May 11, 2017 Update for the three months ended March 31, 2017 22

1 See footnote 1 on previous slide.
2 Survey based measure of customer loyalty for Farmers Exclusive Agent customers (Personal Lines and Business Insurance) on a YTD basis.
3 Reflects YTD 13/1 combined policy survival rate for the Farmers Exclusive Agent channel, excluding Bristol West and Farmers Specialty Auto; based on weighted average GWP.
4 YTD change in new business counts for continuing operations. Farmers and Bristol West Auto reflect New Business/New Household.

Rate and underwriting actions impact new business

43.143.2

FY-16 Q1-17

81.4%

82.1%

Q1-17FY-16

-18.5%

-1.6%

FY-16 Q1-17

FARMERS EXCHANGES1 – GROWTH DRIVERS

RETENTION (%)3NET PROMOTER SCORE2 NEW BUSINESS (%)4
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1 See footnote 1 on slide 21.
2 Combined ratio before quota share reinsurance.
3 Surplus ratio based on Farmers Exchanges surplus.

May 11, 2017 Update for the three months ended March 31, 2017 23

Second consecutive year of high first quarter catastrophe losses

95.6% 95.5%

8.6% 8.9%

Q1-17

104.4%

Q1-16

104.2%

CR (excl. catastrophe losses)Catastrophe losses

5.45.5

37.3%37.0%

Q1-17FY-16

Farmers Exchanges surplus (USDbn)Surplus ratio (%)

FARMERS EXCHANGES1 – PROFITABILITY

COMBINED RATIO (%)2 SURPLUS3
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May 11, 2017 Update for the three months ended March 31, 2017 24

1 Margin on gross earned premiums of the Farmers Exchanges. Regarding Farmers Exchanges see footnote 1 on slide 21.

Improved gross management result at FMS offset by employee 
benefit-related charges 

348347

Q1-17Q1-16 Q1-17

7.0%

Q1-16

7.0%

FARMERS MANAGEMENT SERVICES – OVERVIEW

BOP (USDm) MGEP MARGIN (%)1
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FNWL APE & NBV (USDm)

May 11, 2017 Update for the three months ended March 31, 2017 25

1 Farmers Re includes all reinsurance assumed from the Farmers Exchanges by Zurich Insurance Group.

Stable results at FNWL, continued high cat losses at Farmers Re

96.9% 94.2%

8.9% 8.8%

Q1-17

103.0%

Q1-16

105.8%

CR (excl. catastrophes)Catastrophes

FNWL AND FARMERS RE – OVERVIEW

FARMERS RE CR (%)1

-4

47
45

3

Q1-17

48

Q1-16

43

Farmers ReFNWL

2223

BOP (USDm)

APE 

NBV

23
20

Q1-17Q1-16
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May 11, 2017 Update for the three months ended March 31, 2017 26

1 Includes Alternative Investments.

Lower gross HQ costs offset by reduced business unit recharges, 
Non-core loss driven by Ogden impact

-24

-45

-129

-110

Q1-17

-156

Q1-16

-153

Holding & Financing1Headquarters (HQ)

-45

20

Q1-17Q1-16

Non-Core Businesses

GROUP FUNCTIONS AND OPERATIONS & NON-CORE BUSINESSES – BOP

GROUP FUNCTIONS AND OPERATIONS BOP (USDm) NON-CORE BUSINESSES BOP (USDm)

USD 35m

Ex. Ogden
+74%



©
 Z

u
ri

ch

Z-ECM AND SST1 RATIO (%)

May 11, 2017 Update for the three months ended March 31, 2017 27

1 As of January 1, 2017. The Swiss Solvency Test (SST) ratio is calculated based on the Group’s internal model, which is subject to the review and approval of the Group’s 
regulator, the Swiss Financial Market Supervisory Authority (FINMA). The full year ratio is filed with FINMA and is subject to its approval.

2 Q1-17 Z-ECM reflects midpoint estimate with an error margin of +/- 5ppts.
3 “Other” includes model changes and change in diversification benefit.

Capital position remains strong and above target range

3%

3%

Q1-17

129%

Capital 

movement, 

other3

-2%

Market 

change

Market risk

0%

Insurance 

risk

Business 

profit

FY-16

125%

0%

227%

217%

129%125%
121%122%

127%

114%

100%

120%

140%

160%

180%

200%

220%

240%

Q1-17e2FY-16FY-15

189%

FY-14

196%

FY-13FY-12

185%

Z-ECMSST

GROUP – SOLVENCY RATIOS

Z-ECM2 RATIO DEVELOPMENT (INDICATIVE)
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CAPITAL STRUCTURE (%)1

May 11, 2017 Update for the three months ended March 31, 2017 28

1 Calculated based on Z-ECM AFR. Q1-17 estimated.

Decline in shareholders’ equity due to dividend payment

607

Q1-17

29,325

Pension 

plans & 

other

62

CTA

423

Net URG/L

212

NIASDividend

-2,639

FY-16

30,660

73% 73%

19% 18%

9% 8%

Q1-17e1FY-16

Senior debt Hybrid debt Equity

GROUP – BALANCE SHEET AND CAPITAL STRUCTURE

SHAREHOLDERS’ EQUITY (USDm)



©
 Z

u
ri

ch

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; (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

Disclaimer and cautionary statement

May 11, 2017 Update for the three months ended March 31, 2017 29
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P&C reserving triangle data have been refreshed for 2016 

31Update for the three months ended March 31, 2017May 11, 2017

Reserve 
strength

We are confident in our approach and the strength of our reserves

Using the data Data can be used for high-level assessment, when accounting for data features

Refreshed 
triangles

10-year triangles have been updated for FX and other movements in 2016

Regional view Data do not include centrally held reserves

P&C – RESERVE DISCLOSURE

Treatment of 
Ogden

Ogden reserves posted at FY-16 are reflected within EMEA IBNR; offsetting releases from 

centrally held reserves and increases in Non-Core are outside of the scope of the disclosure
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RECONCILIATION OF DISCLOSED RESERVES TO IFRS RESERVES, FY-16 (USDbn)

May 11, 2017 Update for the three months ended March 31, 2017 32

1 Includes International Markets (including respective Global Corporate businesses), MEA, Farmers Re, Group Re, consolidation elimination and other exclusions. The data are 
presented in line with the reporting structure that was in place at FY-16.

Data cover ~75% of gross P&C reserves

Gross IFRS 

reserves excl. 

ULAE and NCB

55.6

Non-Core 

Businesses

ULAEGross non-life 

IFRS reserves

61.2
1.4

4.1

7.5

6.8

Gross reserves in 

P&C disclosure

41.3

AYs 2006

& prior

Other1

P&C – RESERVE DISCLOSURE
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Care must be taken to adjust for features in the triangle data1

33Update for the three months ended March 31, 2017May 11, 2017

North America 

auto & property
Claims system conversion distorts 2011 and prior diagonals

Europe auto Experience of older years is not always a good indicator of future development

Liability Chain ladder can overstate recent accident year projections

Workers 

compensation
Tail factors require extrapolation of the triangle or use of external data

1 For more information on data features, please refer to pages 15-22 of presentation accompanying the 2015 edition Zurich Non-Life Reserve Disclosure.

P&C – RESERVE DISCLOSURE
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10-TO-ULTIMATE IMPLIED PAID (LHS) AND INCURRED (RHS) LOSS DEVELOPMENT FACTORS1

May 11, 2017 Update for the three months ended March 31, 2017 34

Source: U.S. Industry Statutory Financial Statements for the full year 2016. 
1 For the respective calendar year Schedule P submission. Peer group reduced vs 2015 due to industry consolidation activities. 
2 Industry is comprised of entire U.S. commercial lines insurance business (excludes personal lines). 2016 aggregate combined statement information not yet available for industry.

North America workers compensation tails remain strong

1.0
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1.2

1.3

1.4

1.5

1.6

1.7

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Peer 6 ZAIC

Industry2Peer 5

Peer 4

Peer 3

Peer 2

Peer 1

1.0

1.1

1.2

1.3

1.4
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1.6

1.7
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P&C – RESERVE DISCLOSURE
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WORKERS COMPENSATION BREAKDOWN OF NET AY LR EX ULAE

May 11, 2017 Update for the three months ended March 31, 2017 35

Source: U.S. Industry Statutory Financial Statements for the full year 2016.
1 Peer group is comprised of six major U.S. commercial Insurers.

North America workers compensation AY booking is robust 
relative to peers

65%
46%36%28%23%17%14%13%12%10%

20152013 20162014200920082007 2011 20122010

Share of reported lossesShare of IBNR

Peer 
group1

P&C – RESERVE DISCLOSURE
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3-YEAR SURVIVAL RATIOS (%)2

May 11, 2017 Update for the three months ended March 31, 2017 36

Reduction in asbestos reserves due to FX and loss payments
NON-LIFE - RESERVE DISCLOSURE

GROSS ASBESTOS RESERVES (USDm)

1 Includes Germany, Australia and Ireland.
2 Total gross asbestos reserves. Survival ratio is defined as reserves divided by the average of the last three years loss payments.

2,211

1,769

368

315

132

125

FY-15

-19%

FY-16

2,209

2,712

UKUSOther1

+1%

FY-15 FY-16

13.1

12.9
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BOP BY BUSINESS (USDm) 

Restated BOP reflects new Group structure with impact from 
other BOP changes not material, NIAS is unchanged

May 11, 2017 Update for the three months ended March 31, 2017 38

-779-758

FY-16 

restated

4,495

-15

1,722

1,130

2,437

Adjusted BOP 

definition

-36

Shift other 

reporting 

units

0

Shift FNWL

0

FY-16 

reported

4,530

-11

1,520

1,344

2,435

Non-Core Businesses

Group Functions

and Operations

Farmers

Life

P&C

-15-11

FY-16 

restated

Adjusted BOP 

definition

-4

Shift other 

reporting 

units

0

Shift FNWL

0

FY-16 

reported

-779-758
27-490

1,520

00202

1,722

1,344
-3725-202

1,130

-22240

2,4372,435

GROUP – RESTATEMENT IMPACT
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1 Europe Cat Treaty calculated with EUR/USD exchange rate as of April 30, 2017.
2 This USD 200m cover is the same combined global occurrence / aggregate treaty presiding over the global catastrophe treaty. 

This cover can be used only once, either for aggregated losses or for an individual occurrence or event.
3 For Canada earthquake losses the attachment point of the combined occurrence / aggregate treaty is USD 1,250m.

Reinsurance program inline with Group risk appetite

GLOBAL AGGREGATE CAT TREATY

CATASTROPHE REINSURANCE TREATIES (USDm)

P&C – CATASTROPHE REINSURANCE1

Retention

Regional cat treaties

Global cat treaty

US wind swap

Combined global cat treaty2

463 600 600

425 250 250

300

750

750

750

750
350

Rest of World 

all perils

200

200

US

earthquakes

200

US

all perils (excl. EQ)

105
200

Europe

all perils1

200

1
0

1
0

1
0

1
0

Single global USD 200m treaty, which can be applied to any region2

% of co-participation

Single global USD 750m treaty, which can be applied to any region

750

Combined global cat treaty2,3

Global aggregate cat treaty

All cat losses exceeding USD 25m
Reinsurance indemnification 
in excess of fixed retention

1,000 1,200

200250
10 10

% of co-participation
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1 Policies-in-force (PIF) or Vehicle-in-force (VIF) for auto businesses. Regarding Farmers Exchanges see footnote 1 on slide 21.
2 Bristol West writes non-standard auto business. 21st Century CA/HI are continuing operations in California and Hawaii. 

Rate increases in Auto drive growth

8,255

March 2017December 2016

18,689

-1.2%

4,835

711
750

565 479

3,093

694

3,115

8,144

755

18,458

461 475

4,814

Business InsuranceSpecialtyHome21st Century CA/HI2Bristol West2Auto Discontinued/Other

-1.3%

0.6%

-2.4%

-0.4%

0.7%

-0.8%522

598 611

529

+1.9%

Q1-16 Q1-17

4,848

207

1,170

156
269

1,927

4,938

257

2,081

128

152

1,181

8.0%

-4.3%

-2.8%

0.9%

2.3%

1.2%

-38.1% -18.5%

FARMERS EXCHANGES1 – GWP AND PIF/VIF

DEVELOPMENT OF PIF/VIF (000’s)1DEVELOPMENT OF GWP (USDm)
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COMBINED RATIO BY BUSINESS LINE (%)1

May 11, 2017 Update for the three months ended March 31, 2017 41

1 Combined ratio before quota share reinsurance. Regarding Farmers Exchanges see footnote 1 on slide 21. 
2 Bristol West writes non-standard Auto business. 21st Century CA/HI are continuing operations in California and Hawaii.

Second consecutive year of high Q1 cat losses

107.1%

84.4%

104.2%
104.4%

127.4%

97.6%

92.9%

108.9%

102.7%

98.9%

106.4%

108.7%

96.1%

107.0%

102.8%

110.5%

Total

Discontinued

operations

21st Century

CA/HI2

Bristol West2

Auto

Business

Insurance

Specialty

Home

Q1-16Q1-17

96.4%

92.2%

99.5%

95.5%

91.4%

97.9%

98.7%

Total
101.9%
103.9%

Specialty

Home

Discontinued

operations 111.1%
128.8%

Business

Insurance

21st Century

CA/HI2
110.4%

Bristol West2

106.1%
100.1%

Auto
108.2%
110.0%

FY-15FY-16

FARMERS EXCHANGES1 – COMBINED RATIO
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Q4-16 AFR1 COMPOSITION (USDbn)

May 11, 2017 Update for the three months ended March 31, 2017 42

1 Available Financial Resources (AFR), as of December 31, 2016; Risk Based Capital (RBC).
2 Premium & Reserving risk (P&R).
3 Includes Group Functions and Operations & Non-Core Businesses.

Well diversified capital base by risk type

10%

2%6%

6%

23%

3%

49%

8%
4%

40%

49%
Other3

Farmers

Life

Property & Casualty

Business risk

Operational risk

Life insurance risk

Natural cat risk

P&R risk2

Re-ins credit risk

Market risk

3

18

19

10

38

31

Available Financial Resources

Capital allocation to Farmers 1

Financial debt

VIF & RBC adjustments

Net intangibles

Dividend accrual

Shareholders equity

GROUP – Z-ECM COMPONENTS

FY-16 RBC1 SPLIT (%)
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1 Sensitivities are best estimate and linear, i.e. will vary depending on prevailing market conditions at the time. Z-ECM is calibrated at 99.95% Value at Risk (equivalent to an 
‘AA’ rating); SST is calibrated at 99.0% Expected Shortfall. 

2 The impact of the changes to the required capital is approximated and takes into account Market and Insurance risks.
3 Credit Spreads (CS) include mortgages and including/excluding Euro sovereign spreads. Z-ECM sensitivity is net of profit sharing with policyholders. 

Solvency ratios resilient to market movements

207%
118%

227%

223%

USD appreciation +10%

Equities +20%

Interest rate -100 bps

126%

233%

Actual value as of FY-16

123%

125%

233%

Interest rate +100 bps
128%

113%

194%
Credit spreads  +100 bps3

127%
228%

Equities -20%

107%

204%
CS excl. Euro sovereign  +100 bps3

SSTZ-ECM

GROUP – SOLVENCY RATIO SENSITIVITIES1

SOLVENCY RATIO IMPACT2
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1 Maturity profile based on first call dates for hybrid debt and maturity date for senior debt.

Low average debt cost and balanced maturity profile
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GROUP – DEBT
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Q1-17 shows strong underlying performance with BOP up 14% adjusted for the impact of Ogden, with positive performance across all businesses and a good investment result. 

The Group remains on track to deliver on the strategic priorities outlined at the investor day in November 2016. 

Property & Casualty (P&C) has shown underlying improvement across most regions with the accident year loss ratio ex-catastrophe improving by over 2ppts compared to the prior year quarter, 

while absolute expenses continue to reduce. The expense ratio is expected to decline over the remainder of the year as absolute expenses continue to reduce and the timing of crop premiums 

leads to an increase in net earned premium.

P&C reserves remain strong as evidenced by ongoing favorable development slightly above the upper end of the targeted PYD range of 1-2% before the impact of Ogden. Ogden had an 

overall net negative impact of USD 289m within the quarter compared to the USD 315m indicated at the time of the FY-16 results. The difference relates to a combination of foreign exchange 

movements and use of local reserve strength. See slide 8 for further details on Ogden. 

Life continues to deliver on its unit-linked and protection-orientated strategy, with this delivering consistent growth in earnings of 23% in local currency. The quarter also shows strong 

development of 12% and 18% respectively in reported APE and new business value.

The Farmers Exchanges, which are owned by their policyholders, delivered further growth driven mainly by rate increases. This is reflected in higher fee income at Farmers Management 

Services. Farmers Re was impacted by high cat losses, while Farmers New World Life (FNWL) has seen steady performance.

The Group’s capital position is very strong with this confirmed by the SST ratio of 227% as of January 1, 2017 and an estimated Z-ECM ratio of 129% as at the end of March 2017.

Page 3: Key messages

May 11, 2017 Update for the three months ended March 31, 2017 46
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Just as a reminder, the Group has four key targets for the 2017 to 2019 cycle.

First, the Group targets a BOPAT ROE in excess of 12% over the 2017-2019 period. This assumes no major improvement in investment yields or the current pricing environment across the core 

markets, and reflects the changed strategic asset allocation. As a result the Group is not only improving the ROE, but also improving its quality.

Second, the Group will look to significantly improve the relative cost efficiency. To this end the Group will target USD 1.5bn of net expense savings against the 2015 baseline by 2019, of which 

USD 300m have been achieved already in 2016. The savings will not be eroded by incremental investment.

Third, the Group targets cash remittances in excess of USD 9.5bn over the next 3 years, after the cost of restructuring.

Finally, the Group will continue to manage the overall capital position within the 100-120% range based on the internal Z-ECM capital model, which is calibrated to an AA level.

Page 4: Key highlights – 2017-2019 financial targets
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The first quarter shows that the Group continues to make good progress in terms of profitability across the businesses and is on track to meet the financial targets set out at the November 2016 

investor day. 

In terms of the four key financial targets

1. BOPAT ROE: excluding the impact of Ogden this would have been 12.6% for the first quarter, in line with the target to deliver a BOPAT ROE in excess of 12% and growing throughout the 

2017-19 period.

2. Expense savings: circa USD 0.4bn of cumulative savings achieved to date out of the USD 1.5bn target. Further actions are underway which are expected to have a positive benefit over the 

remainder of the year and deliver the run-rate of savings indicated at the time of the investor day.

3. Capital: Estimated Z-ECM ratio of 129% remains above the 100-120% target range.

4. Cash remittances: The Group expects to achieve remittances in 2017 in line with the run rate required to achieve the USD 9.5bn cumulative target for the 2017-19 period.

Page 5: Key highlights – Status on financial targets
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In P&C continued re-underwriting efforts have resulted in a 1.6ppt improvement in the accident year loss ratio ex-cat compared to FY-16. The expense ratio in Q1-17 is 2ppts higher than in Q1-

16 mainly driven by the higher commission ratio and lower net earned premium in the quarter impacting the OUE ratio. Higher NEP over the remainder of the year and ongoing cost reductions 

are expected to lead to a reduction in the OUE ratio. See slide 14 for further details on the expense ratio.

Prior year development of 2.2ppts was slightly above guidance of 1-2pts before allowance for the changes to the UK Ogden discount rate, reflecting the strength of Group reserves. For the 

year the Group expects overall PYD to be in the indicated 1-2ppt range. 

The Life business continued to show strong BOP growth with a 23% increase both in local currency and in dollars, compared to the prior year quarter. 

In line with Zurich’s focus on writing non-traditional life products, non-traditional products combining protection, unit-linked and corporate pensions accounted for 89% of APE written in the 

quarter.

Continued growth at the Farmers Exchanges benefited FMS management fees and resulted in an improved gross management result. Farmers Re BOP improved but was impacted by high 

catastrophe losses. FNWL BOP slightly decreased on the background of very good claims experience in the prior year period.

Page 6: Key highlights – Proof points by business
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The Group remains confident in the reserving approach, the Zurich Way of Reserving, and in the strength of the reserves.

In 2016 overall prior year reserve development for the Group was favorable at 1.8ppts, in line with the communicated expectation of 1-2ppts per annum. The regions showed greater levels of 

favorable PYD, while centrally held reserves were strengthened during the year.

Going forward, the Group expects to see favorable overall run off of reserves in the 1-2ppt range.

The strong reserve position can be particularly seen in long-tailed lines. In Workers Compensation in the US for example, the initial booking of IBNR and tail factor strength are above industry 

levels and at the high end of the peer group.

With the Q1-17 results the Group has released additional P&C reserving data as of December 31, 2016. The data are presented in the same form as the 2015 data released at the time of the Q2-

16 results, are in line with the reporting structure that was in place at FY-16, and contain ten-year gross paid and incurred loss triangles, case reserves, incurred but not reported (IBNR) losses, 

ultimate losses and earned premiums by region and line of business.

Note that the supplied data contain a regional view and thus do not include centrally held reserves.

The triangles can be used to form a high-level assessment of Zurich’s reserve adequacy provided that specific features in the data are suitably adjusted for. In particular to note are: 

1. North America auto and property: a claims system conversion distorts the 2011 and prior diagonals, which should be omitted from any projection. 

2. EMEA auto: the experience of older years is not always a good indicator of future development, particularly as the mix of claim types have shifted over time in major markets.

3. Liability lines: use of the chain ladder method can overstate recent accident year projections.

4. Workers compensation: tail factors require extrapolation of the triangle or use of external data. 

More information on these specific data features can be found in the presentation accompanying last year’s triangle data.

Page 7: Key highlights – P&C reserves disclosure
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At year end 2016 the Group reserves were set based on an assumed reduction in the UK Ogden rate from 2.5% to 1.0% for liability lines. Following the subsequent announcement by the UK 

Ministry of Justice on February 27 to reduce the rate to -0.75% the Group reflected the increased reserve requirements through a combination of reserve strength utilization and P&L prior year 

development.

This had a net negative impact of USD 289m within the quarter compared to the USD 315m indicated at the time of the FY-16 results. The difference relates to a combination of foreign 

exchange movements and use of local reserve strength. Of the final figure, USD 209m relates to Property & Casualty, with the balance of USD 80m relating to UK legacy books held under Non-

Core Businesses.

Page 8: Key highlights – Ogden impact
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Adjusting for the impact of Ogden overall BOP was up 14% against the prior year period with all businesses contributing to the good performance.

The Q1-17 results have been presented based on the revised management structure as announced last year, with prior year comparative figures also restated. This mainly affects the Life and 

Farmers businesses given the transfer of Farmers New World Life, a US life carrier exclusively selling its products through the Farmers distribution channels. In addition to this, the definition of 

BOP has been changed slightly leading to a net negative impact of USD 20m to BOP versus the previously published figures, however leaving overall net income attributable to shareholders 

unchanged.

Below the operating line, realized capital gains of USD 67m were below prior year levels, while restructuring costs of USD 91m are below the quarterly run rate implied by the indicated USD 

500m for 2017.

The high effective shareholder tax rate of 32.0% is above our planned tax rate and driven mainly by the impact of Ogden and its tax deductibility.

Page 10: Group – BOP and NIAS
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Gross written premium (GWP) for the first three months was down 2% on a reported basis and flat in local currency. Adjusting for the RCIS acquisition in the US and the disposals of South 

Africa, Morocco and the Netherlands in 2016, overall premium growth was slightly up in local currency.

Net earned premiums were down 6% year over year in local currency. This is a reflection of the premium shrinkage on a gross basis seen in 2016 and is driven mainly by the commercial 

business. In the upcoming quarters this decline is expected to be reversed in part due to incremental premium from the RCIS acquisition which is mainly earned over the latter three quarters of 

the year.

Rate increases for P&C overall remained stable at 2%.

In local currency EMEA gross premiums were down 4%. Excluding the disposals of South Africa, Morocco and the Netherlands the decline was 2%, due to reductions in Germany and Spain.

North America GWP increased by 3%. Q1-17 includes gross premium from the RCIS acquisition which was reported for the first time in the second quarter in 2016. Adjusting for this the 

underlying growth is roughly 1%, mainly driven by growth in high margin and specialty lines, offsetting declines in large commercial.

In Asia Pacific GWP was up 4% in local currency, driven by all countries but mainly in Australia and Hong Kong. The acquisition of Cover-More, a leading travel insurance and assistance 

solutions provider based in Sydney, has been completed and will contribute to the results beginning in Q2-17.

GWP for Latin America also increased 7% in local currency, mainly driven by the retail business in Brazil and Mexico.

Page 11: P&C – Topline
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Excluding the impact of the change in the Ogden rate in the UK, P&C BOP for Q1-17 was USD 630m, 13% higher than in the first quarter of last year. This was driven by improvements in both 

EMEA and North America. APAC BOP was USD 56m lower in the quarter, mainly due to the impact of cyclone Debbie in Australia.

Looking at the walk by P&L item for Q1-17 vs Q1-16, the impact of Ogden is partly offset by a higher investment result from hedge fund investments and according market value movements, 

which are treated as fair value through profit and loss. Lower currency gains in Latin America explain most of the reduction in the other items.

Page 12: P&C – BOP components 
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Excluding the impact of Ogden the Group combined ratio for Q1-17 further improved to 97.2%, mainly due to a reduction in the loss ratio of 2.2ppts.

The continued focus on underwriting and portfolio actions has lowered the current accident year loss ratio excluding catastrophes further to 64.0%. This is 2.4ppts better than Q1-16 and 

1.6ppts lower than FY-16. The improvement is due to both lower attritional and lower large losses in roughly equal measure, and stems from most regions.

The impact from natural catastrophes of 2ppts is in line with expectations given normal seasonal patterns and compares to benign experience in the first quarter of 2016. The significant 

weather events in the US and cyclone Debbie in Australia together accounted for roughly USD 80m of losses.

Prior year reserve development added 1.1ppts to the combined ratio. Adjusting for the Ogden impact favorable releases were at 2.2ppts. This is above the indicated range of expected releases 

of 1-2ppts and reflects the continued strength of Group reserves.

Page 13: P&C – Combined ratio details
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The expense ratio in Q1-17 was 33.5%, which is 2ppts higher than in Q1-16. The main driver was a higher commission ratio reflecting changes in the mix of business. The other underwriting 

expense ratio increased by 0.6ppts, where an absolute reduction in expenses was offset by lower net earned premium in the quarter. The decline in NEP in Q1-17 had an adverse impact of 1.2% 

on the reported OUE ratio. Looking forward;

Absolute expenses are expected to continue to reduce throughout the year, with the majority of the 2017 targeted net expense savings of circa USD 0.4bn for the Group expected to be 

recognized within P&C. These savings are expected to largely flow through other underwriting expenses, with a portion also being recognized within loss adjustment expenses within the loss 

ratio.

The decline in NEP observed in Q1-17 is expected to be reversed over the remainder of the year, due in part to the skew in the recognition of net earned premiums for the US crop business, 

with ~95% of premiums earned over the latter three quarters of the year. 

Combined, these effects are expected to lead to a reduction in the other underwriting expense ratio over the remainder of the year.

Development of the commission ratio will depend largely on the evolution of business mix and should be considered also in combination with the development of the loss ratio.

Page 14: P&C – Expense ratio details
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Looking at the combined ratio by business and customer unit, reductions are visible across different businesses with some work needed in commercial insurance.

The EMEA combined ratio for Q1-17 excluding the impact of Ogden was 94.3%. This is almost 1ppt lower than the prior year quarter and driven by favorable prior year reserve releases and 

improvements in the AY loss ratio, partly offset by a higher expense ratio.

The North America combined ratio has increased due to a higher impact from catastrophes and a lower level of favorable prior year reserve releases.

The combined ratio of APAC is mainly impacted by cyclone Debbie in Australia, while the Latin America combined ratio shows continued improvement.

Commercial Insurance has been impacted by the Ogden adjustment in Europe. Excluding this impact the reported combined ratio was at 102.8%. The underlying increase in the combined ratio 

was partly driven by challenging market conditions, particularly at the larger end of the market. The Group will continue to prioritize profitability over volume.

The disclosure of the combined ratio by segment and customer units excludes Group Reinsurance. This needs to be considered to get to the total combined ratio for the overall P&C business.

Page 15: P&C – Combined ratio by business and customer unit
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The Q1-17 investment result includes an improvement in the hedge fund portfolio which generated net capital gains of USD 56m versus a USD 63m loss in the prior year. Investment income was 

down 2% on a reported basis and 1% in local currency compared to the prior year.

Reinvestment yields for debt securities were around 2.1%. In Q1 the gap to the annualized accounting yield has narrowed by 14 bps versus Q4-16 reflecting higher yields across the Group’s 

major geographies.

Page 16: P&C – Investment income
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Q1-17 Life new business APE volumes increased 15% in local currency compared to the prior year quarter. This was primarily driven by Latin America, through strong growth in individual 

protection and unit-linked businesses in Brazil Santander, a large corporate protection contract in Zurich Chile, and in EMEA from higher corporate pensions sales in Ireland and Zurich 

International Life and retail in the UK.

New business value increased 21% in local currency year on year with higher values in all regions, primarily due to strong volumes in EMEA, improved business mix in Switzerland and Italy, and 

revised assumptions in Japan.

As a result the new business margin increased by 1.4ppts overall.

Page 17: Life – New business and net inflows
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Net inflows were positive for the quarter, where sales of individual protection and unit linked business in Santander Brazil and corporate pension volumes in Switzerland and Ireland 

contributed. EMEA inflows decreased compared to the prior year as lower volumes of savings products were sold through Banco Sabadell.

These inflows, combined with positive market movements and FX impacts increased AuM by 4% during the quarter.

Page 18: Life – Net inflows and assets under management
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Life BOP increased 23% both in local currency and US dollars compared to the prior year quarter, to USD 312m. 

In EMEA, local currency BOP earnings increased by 6%, but were flat USD, where a strong result in Zurich International Life offset slightly weaker results in Germany.

In Latin America Zurich Santander earnings increased by 12% in local currency, while the Zurich branded business increased by 27% largely due to a one-off premium tax release in Brazil.

Asia Pacific BOP increased to USD 39m, driven by a growing business in Japan and positive market development.

In North America, where the Farmers New World Life result is now reported under Farmers, earnings improved by 26%, or USD 3m compared to the prior year.

Viewed by margin and beginning with revenues, loadings and fees increased by 3 percent as reported, or 6% on a local currency basis, from volume growth in Latin America and Asia Pacific, 

and in EMEA where higher fee income in the UK and Ireland was partially offset by lower volumes in Germany and Switzerland.

Investment margin decreased by 30% as reported, due primarily to higher policyholder crediting in EMEA.

The technical margin improved by 31%, due to a growing business in Japan and compared to the prior year quarter which included poor claims experienced in the US and EMEA.

On the expense side, operating costs increased by 2 percent, or 6 percent on a local currency basis, where expense savings in EMEA were offset by investments for growth in APAC.

Acquisition costs were flat year on year, with decreases in EMEA offset by growth in LatAm, while favorable market movements in APAC and some true ups in EMEA drove an increase in 

deferrals.

Page 19: Life – BOP by Segment and Source
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Despite higher assets under management in all regions, Life investment income, which is gross of policyholder sharing, decreased slightly to USD 692m. This was mainly driven by lower yields in 

EMEA.

Reinvestment yields for debt securities were around 1.8%. In Q1 the gap to the annualized accounting yield has narrowed by 21 bps compared to Q4-16.

Page 20: Life – Investment income
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The two major factors impacting Farmers Exchanges growth are unchanged: Strong rate increases in Auto on one hand, resulting in average premium per policy growing 9% year-on-year,  and 

the accelerated run-off of the 21st Century Direct Auto book outside of California and Hawaii on the other. This resulted in overall growth of 2%, or 4% for continuing operations.

Auto vehicles-in-force declined 1.3% in the first quarter. After growing for the first nine months of 2016, the momentum reversed in the fourth quarter. This largely reflects the focus on 

profitability and a deliberate reduction in new business. This reduction has also had some impact on homeowners volumes sold in conjunction with motor policies.

Specialty and Business Insurance both showed growth in the first quarter with the Exclusive Agent channel in particular performing well. Eastern expansion continued to progress with GWP up 

26% to USD 0.2bn.

Page 21: Farmers Exchanges – Growth
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Net Promoter Score and retention have remained broadly stable relative to full year 2016 levels and despite the significant rate and underwriting actions taken to restore the profitability of 

Auto. 

These actions have had an intended negative impact on new business as the Farmers Exchanges look to restore profitability in Auto.

Page 22: Farmers Exchanges – Growth drivers

May 11, 2017 Update for the three months ended March 31, 2017 64

COMMENTARY



©
 Z

u
ri

ch

The first quarter of 2017 has continued the high level of Q1 catastrophe losses and exceeded the already high level of Q1-16, with overall catastrophe losses once more surpassing USD 0.4bn. 

Similar to 2016, more than half of the losses were caused by Texas storms. To put this in perspective – 2016 and 2017 first quarter catastrophe losses exceed the 2013-15 average by more than a 

factor of four.

As a result, the Farmers Exchanges first quarter combined ratio of 104.4% continued to be at a very high level. The ex-catastrophe loss ratio, however, slightly improved 0.3ppts to 63.1%, 

partially offset by a somewhat higher expense ratio. Overall Auto combined ratio improved 4.0ppts to 105.4%. While this is an encouraging sign that rate and underwriting actions gain 

traction, restoring full Auto profitability will take time as previously noted.

The surplus ratio was stable at 37.3%, helped by the overall increase of the All Line Quota Share participation from 20% to 24% communicated at the full year.

Page 23: Farmers Exchanges – Profitability
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The gross management result of FMS improved 2% to USD 343m largely due to higher management fees. This, however, was offset by unfavorable movements in the marked-to-market value 

of assets supporting employee benefit liabilities and some other items.

The Managed Gross Earned Premium Margin remained unchanged at 7.0%.

Page 24: Farmers Management Services – Overview
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Reflecting the recent change in Zurich’s organization FNWL is now shown as part of Farmers. Notably its life products are exclusively sold through the Farmers distribution channels. 

In FY-16 FNWL had favorable claims experience related to assumptions. This, combined with lower investment income, largely explains the small decline in BOP compared to the prior quarter to 

USD 45m.

FNWL APE was flat at USD 22m. Regardless, the New Business Value improved, reflecting a combination of mix and improved persistency which offset the negative impact of higher swap rates.

Farmers Re All Lines Quota Share reinsurance treaty participation was unchanged at 8%. The Farmers Re combined ratio improved 2.8ppts to 103.0%, as there was no need for reserve 

strengthening as in the previous year period. This allowed BOP to improve to USD 3m despite lower investment income as result of last year’s cash remittance. The overall level of the combined 

ratio remained elevated given continued high catastrophe losses and the current profitability of Farmers Auto business.

Page 25: FNWL and Farmers Re – Overview
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Group Functions BOP loss overall remained at a similar level as in the previous year. Within this the Headquarters BOP loss increased mainly due to lower recharges to the business units. 

Holding & Financing BOP loss improved roughly by the same amount as higher debt expense were more than offset by some other factors. First quarter Headquarter and Holding & Financing 

BOP losses are both somewhat below the run-rate expected for coming quarters. 

The Non-Core Businesses result was a USD 45m loss due to the USD 80m impact from the change in the Ogden discount rate in the UK. This compares to a USD 20m gain relating to an in-force 

management program in the prior year quarter.

Page 26: Group Functions and Operations & Non-Core 
Businesses – BOP
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The 2016 Z-ECM ratio was 125%, slightly above the 122% original estimate but within the normal margin of error. Note that the 2016 Z-ECM ratio and the 2016 SST ratio both reflect the full 

impact of change in the Ogden discount rate in the UK.

End March Z-ECM ratio is estimated at 129% driven by positive market movements and business profit partially offset by the dividend accrual. As noted above the impact of the change in the 

Ogden discount rate was already reflected in the 2016 Z-ECM ratio.

The SST ratio increased by 38ppts to 227% over the year, with some 27ppts relating to the new definition of the SST ratio in relation to the market-value-margin, the removal of scenarios and 

some other changes in the calculation, and the remaining 11ppts due to economic and business effects.

Page 27: Group – Solvency ratios
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Shareholders’ equity decreased USD 1.3bn to USD 29.3bn due to the payment of the 2016 dividend, only partially compensated by net income and movements in unrealized capital gains and 

foreign exchange.

The overall Group capital structure remains in-line with targeted levels.

Page 28: Group – Balance sheet and capital structure

May 11, 2017 Update for the three months ended March 31, 2017 70

COMMENTARY



©
 Z

u
ri

ch

CALL US

Investor Relations

Richard Burden +41 44 628 96 40
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Events
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For further information

VISIT OR FOLLOW US

 Investor Relations website

 Financial results and reports

Follow us

https://www.zurich.com/en/investor-relations
https://www.zurich.com/en/investor-relations/results-and-reports
https://www.zurich.com/en/investor-relations/results-and-reports
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CALENDAR:

 May 30, 2017, DB Global Financials Conference 2017, New York

 June 7, 2017, Goldman Sachs 21st Annual European Financial Conference, Madrid

 June 8, 2017, Vontobel Investor Summer Conference, Interlaken

 June 22, 2017, Autonomous, Insurance Rendezvous, London

 August 10, 2017, Half year results 2017

 September 14-15, 2017, UBS Best of Switzerland Conference 2017, Ermatingen

 September 26-27, 2017, Bank of America Merrill Lynch Conference, London

 November 9, 2017, Update for the nine months ended September 30, 2017

 November 15, 2017, Investor Day, London
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