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Well positioned for the next phase and well on track to fully 
deliver on 2017 to 2019 targets 

3Annual results 2018February 7, 2019

Group
Strong performance with BOP up 20% in a challenging market and claims 

environment; BOPAT ROE of 12.1%

Life
Excellent performance with BOP up 23% driven by portfolio growth and reduced 

expenses; APE sales growth of 11% on a like-for-like basis1

Farmers
Consistent growth at Farmers Exchanges2 with gross written premiums up 3.7% for 
continuing operations3; Increased business operating profit at FMS

Expenses
USD 1.1bn in cost savings achieved, with USD 400m of savings in 2018 and on track 

with the target of USD 1.5bn savings by 2019

Cash, capital & 
dividend

Strong conversion of earnings to cash with USD 3.8bn remittances 

Proposed dividend increase of 6% to CHF 19; Very strong Z-ECM of 125%4

1 In local currency and adjusted for closed acquisitions and disposals.
2 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, management, and ancillary services to the Farmers Exchanges as its attorney-in-fact and receives fees for its services.
3 Excludes discontinued operations such as 21st Century business outside of California and Hawaii, Business Insurance Independent Agents, and other businesses.
4 FY-18 Z-ECM reflects midpoint estimate with an error margin of +/- 5ppts.

KEY HIGHLIGHTS

P&C
BOP up 35% with improved accident year combined ratio ex-cat, higher investment 

income and ongoing favorable PYD development
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February 7, 2019 Annual results 2018 4

Key businesses strengthened while exiting non-core activities; 
Customer focus improved with tangible results

CUSTOMER FOCUS YIELDING POSITIVE RESULTS IN RETAIL 

KEY HIGHLIGHTS

Leading position to be achieved in 
the attractive Indonesian market

1 Compulsory third-party liability.
2 See footnote 2 on slide 3. Retention refers to the rolling 3-months periods (i.e. discrete Q4-18 vs. Q4-17). New customers refers to continuing operations new business count.
3 For Germany, the number of new customers includes retail and commercial business. Based on policy count for the UK.

Leadership in Latin America 
strengthened

Cover-More’s global footprint and 
capabilities further increased

Innovative customer solutions 
delivered

Further focus with non-core 
businesses exited Endsleigh/ 

Legacy EL

Life

Life/P&C

Run-off CTP1

2

2

+3

+15

+3

+12

+5

+7

NPS

(FY-18 vs. FY-17, ppts)

New customers3

(FY-18, 000’s)

339

271

3,268

254

115

113

-0.7

+0.6

+1.2

-0.8

-3.7

+0.5

Retention

(FY-18 vs. FY-17, ppts)
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TOP 3 GLOBAL PLAYER IN TRAVEL INSURANCE AND MEDICAL ASSISTANCE SERVICES

February 7, 2019 Annual results 2018 5

1 Pro-forma for full year of ownership of Travel Ace, Universal Assistance and Blue Insurance.

With Cover-More we are building a great platform for future 
growth in travel insurance and assistance

KEY HIGHLIGHTS

374

836

FY-19

pro-forma1

FY-16

GROSS SALES (USDm) CUSTOMER COUNT (millions)

GEOGRAPHIC MIX BY GWP (%)

17%

48%

6%

8%

20%

Australia /

New Zealand

Asia

UK / Europe

U.S.

Latin America

Expanded footprint

87%

11%

FY-19 

p.f.1
Expanded distribution

6

18

FY-16 FY-18

FY-

16

Expanded services
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EASTERN EXPANSION

February 7, 2019 Annual results 2018 6

1 See footnote 2 on slide 3.
2 GWP in the eastern expansion states, excluding discontinued operations.

Consistent progress against key strategic priorities
KEY HIGHLIGHTS – FARMERS EXCHANGES1

NY

NC 

MS
AL

GA

SC

KY

FL             FL

ME

NH
VT

MA

RICT

WV 

PA

VA

TN

DE

Since July 

2018

Eastern expansion state

Established state

Eastern expansion state + 

Commercial rideshare

NJ

MD

AGENCY MODEL

CUSTOMER RELATIONSHIPS

INNOVATION

785

896

150

1,046

FY-17 FY-18

+33%

FY-17 FY-18

0%

50%

100%

New business households 

purchasing a second product 

in first 30 days (%) 

Capitalized agents 
(% of new appointments)

20182013

+1.8ppts

GWP (USDm)2

Commercial rideshare

Eastern expansion states
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P&C

February 7, 2019 Annual results 2018 7

1 See footnote 2 on slide 3.
2 In local currency and adjusted for closed acquisitions and disposals.
3 Continuing operations only, excludes discontinued operations (21st Century outside of California and Hawaii, Business Insurance Independent Agents, and other businesses).

Continued strong performance across all businesses

FARMERS EXCHANGES1

KEY HIGHLIGHTS

-3.4%

1.2%

0.4%FY-18

FY-16

FY-17

64.7% 63.6%

31.8% 32.4%

FY-17

5.8%
97.8%

-1.4%

100.9%

-2.3%

4.0%

FY-18

PYDCat ER AY LR ex-cat

COMBINED RATIO (%)

LIKE-FOR-LIKE GWP GROWTH (%)2

FY-17 FY-18

20,20119,473

+4%

94.3% 93.0%

101.6%

7.3%

FY-17

6.9%

FY-18

99.9%

COMBINED RATIO (CR) (%)

GWP GROWTH (USDm)3

LIFE

FY-17 FY-18

+23%

BOP GROWTH (%)

FY-18 APE SHARE OF NON-TRADITIONAL PRODUCTS

86%

UL, protection

and Corporate

Life & Pension

Catastrophes CR excl. catastrophes
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CUMULATIVE NET
EXPENSE SAVINGS (USDm)

BOPAT ROE (%)

February 7, 2019 Annual results 2018 8

1 Business Operating Profit after tax return on equity, excluding unrealized gains and losses. Adjusted for the impact of excessive natural catastrophes, charges 
related to the Group’s restructuring recognized through BOP and the FY-17 change to the UK capital gains tax indexation relief.

2 FY-18 Z-ECM reflects midpoint estimate with an error margin of +/- 5ppts.

Delivering on our 2017-2019 targets

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

9.2%
12.1%

FY-18FY-17

>12.0%

Target

125%

FY-18e2 Target range

120%

100%

KEY HIGHLIGHTS

100%

3.7

3.8

FY-17 & FY-18 2017 - 2019 Target

7.5

>9.5

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

2016 2017 2018 20192015

Achieved

~USD 1.1bn

as of FY-18

12.1%

adj1

13.2%

adj1
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UNDERLYING BOP DEVELOPMENT (USDm)
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1 Equals average of past experience around 3% (of yearly net earned premium).

Good underlying progress with Group BOP up 5% excluding 
exceptional items

700
115

-731 -693

1,546

1,258

1,691

UK indexation 

relief

FY-17

reported

39

Hurricanes HIM Charges related 

to Group’s 

restructuring

2,344

1,380

1,691

39

FY-17

adjusted

3,803

4,762

143

Group Functions and Operations (GF&O)P&C Life Non-Core Businesses (NCB)Farmers

KEY HIGHLIGHTS

+5%

264

-735

2,500

FY-18

adjusted

37

1,573

1,643

37

2,085

Natural 

catastrophes 

in excess of 

normal loads1

Charges related 

to Group’s 

restructuring

1,554

1,643

-753

FY-18

reported

5,017

187

4,566



FY-18 CFO update
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Group Functions and Operations

Non-Core Businesses P&CFarmers

Life

798

473

460

-536 -800

FY-17

287

1,691
1,130

1,643

1,089
1,861

271

FY-18

3,803

4,566

+20%

BOP BY REGION (USDm)

February 7, 2019 Annual results 2018 11

1 Includes Group Functions and Operations, Non-Core Businesses and Group Reinsurance.

Strong performance with Group BOP up 20% in a challenging 
claims and financial market environment

BOP BY BUSINESS (USDm)

GROUP – BOP

-731 -753

39

1,691

1,643

FY-17

37

1,258

1,546

1,554

2,085

FY-18

3,803

4,566

+20%

Other1

Latin America

Asia Pacific

Farmers

North America

EMEA
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395

720 -38

4,566

Restructuring costs1FY-18 BOP Realized capital gains Other

-350

-1,317

FY-18 NIASIncome taxes attributable

to shareholders

261

3,716

BOP TO NIAS WALK (USDm)

February 7, 2019 Annual results 2018 12

1 Includes restructuring provisions and other restructuring charges.

24% increase in net income attributable to shareholders driven 
by higher BOP and lower effective tax rate

Non-controlling interests

GROUP – NIAS

24.9%

Tax rate

+24%

vs. FY-17
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EXPENSE DEVELOPMENT (USDbn)
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USD 1.1bn of expense savings delivered to date

BREAKDOWN OF EXPENSE BASE AND SAVINGS (%)

-1.1

M&A

9.4

2015 

@2018 FX

0.3-0.1

2015 SavingsFX & 

baseline 

changes

0.1

Other 2018

10.3 10.2

GROUP – EXPENSE DEVELOPMENT

31%

59%

11%

FY-15

USD 10.3bn

Group Business Units Operations

37%

44%

19% ~20%

FY-18

~25%

USD 1.1bn

Rest of period

~55%

USD 0.4bn

Cumulative net savings
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2019 outlook

14Annual results 2018February 7, 2019

P&C
 NEP expected to be broadly stable 

 Combined ratio expected to be around the upper end of the indicated 95-96% range

 Investment income excluding gains expected to be broadly stable versus the prior year

Life  BOP expected to be at a similar level to the reported 2018 level

Farmers
 Steady growth expected in Farmers Exchanges1 GWP

 Stable managed gross earned premium margin

 Farmers Re BOP to continue to decline reflecting reduced quota share from Dec 31, 2017

Other
 Group Functions and Operations loss expected to be in the range of USD 750-800m

 Expect to achieve USD 400m in net cost savings with USD 100-200m in restructuring costs

 Effective tax rate of around 26%

1 See footnote 2 on slide 3.

GROUP – OUTLOOK
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FY-18 TOPLINE DEVELOPMENT
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1 GWP development due to premium rate change as a percentage of the renewed portfolio (excl. the crop business) against the comparable prior year period.
2 In local currency and adjusted for closed acquisitions.
3 Total includes Group Reinsurance and Eliminations.

Stable topline and continued positive rate trend

RATE CHANGE (%)1 NORTH AMERICA RATE CHANGE (%)1

GWP 
(USDm)

Like-for-like
GWP growth (%)2

EMEA 14,600 1%

North 
America

14,716 -3%

APAC 2,858 15%

Latin 
America

2,704 9%

Total3 33,505 0%

P&C – TOPLINE 

0.9%

3.5%
3.8% 3.8%

Q3-17Q2-17 Q4-17

0.2%

1.6%

Q2-18Q1-18 Q3-18

2.7%

Q4-18

FY-18 Expected trend

2% Stable

3% Slightly moderating

3% Stable

2% Stable

2% Stable



©
 Z

u
ri

ch

BOP BREAK DOWN (USDm)
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1 Includes non-technical result and non-controlling interest.
2 Expense ratio includes premium tax and levies (1.4% for FY-18).
3 Group Reinsurance.

Improved underlying underwriting result, positive investment 
income; lower hedge fund and FX gains 

BOP CHANGE BY SEGMENT (USDm) COMBINED RATIO (%)

592

299

Latin 

America

FY-17 EMEA North 

America

-69

APAC

-36
-246

GRe3 FY-18

1,546

2,085

574

-231
-261

-373

191

1,847

FY-17

-48

FY-18

1,932

1,546

2,085

+35%

Underwriting result

Realized capital gains

Investment income

Other1
BOP

P&C – BOP COMPONENTS

69.1% 65.4%

31.8% 32.4%

FY-18FY-17

97.8%100.9%

-3.1ppts

Expense ratio2 Loss ratio
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AY LOSS RATIO EXCLUDING 
CATASTROPHES (%)1

February 7, 2019 Annual results 2018 17

1 Accident year loss ratio (AY LR) excludes prior year reserve development (PYD). Catastrophes (Cat) include major and mid-sized catastrophes including significant 
weather-related events.

2 Excludes premium tax and levies.

Improvement in accident year loss ratio ex-cat drives improved 
combined ratio; OUE ratio improves 2ppts from 2015 baseline

OTHER UNDERWRITING EXPENSE 
(OUE) RATIO (%)2

COMMISSION RATIO (%)2

2.6% 5.8% 4.0%

-1.8% -1.4% -2.3%

Cat1

PYD1

16.1%

15.4%

14.2%

13.8%

FY-17 FY-18

0.3%

FY-15 FY-16

14.1% 14.0%

14.7%

15.9%

16.9%

FY-17FY-15 FY-16 FY-18

+1.0ppts

P&C – COMBINED RATIO DETAILS

3.5%

0.1%

One-off elements

68.2%

65.7%

64.7%

63.6%

FY-17FY-15 FY-16 FY-18

-1.1ppts
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AY COMBINED RATIO (CR) EXCLUDING CATASTROPHES BY SEGMENT (%)1

February 7, 2019 Annual results 2018 18

1 Excludes Group Reinsurance and Eliminations.
2 Other includes small & medium enterprises, direct market and other program business.

Underlying improvements in EMEA primarily in commercial 
business

AY CR EXCL. CATASTROPHES BY 
CUSTOMER UNIT (%)1

P&C – COMBINED RATIO BY SEGMENT AND CUSTOMER UNIT

100.8%

92.5%
99.5%

93.2%

Commercial Retail and Other2

FY-17 FY-18

97.0% 95.7%

FY-17 FY-18

-1.3ppts

97.9% 97.9%

FY-17 FY-18

0.0ppts

94.1% 94.3%

FY-18FY-17

+0.2ppts

98.4% 100.0%

FY-17 FY-18

+1.6ppts

EMEA North America Latin AmericaAsia Pacific

-1.3ppts
+0.7ppts
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February 7, 2019 Annual results 2018 19

Higher new money yields leading to stabilization of investment 
yield

INVESTMENT INCOME YIELD

INVESTMENT INCOME YIELD OF GROUP INVESTMENTS (%)1

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

191

1,932

-48

1,847

FY-17

1,884

FY-18

2,038

Investment incomeRealized capital gains

2.7% 2.8%

FY-17 FY-18

2.7%
2.9%

2.4%
2.8%

FY-17 FY-18

Investment income yield Reinvestment yield

P&C – INVESTMENT RESULT

INVESTMENT RESULT IN BOP (USDm)

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 year.
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BOP (USDm)

February 7, 2019 Annual results 2018 20

1 Annual Premium Equivalent (APE) is reported before non-controlling interests. New Business Margin (NBM) and Value (NBV) are reported net of non-controlling interests.
2 In local currency and adjusted for closed acquisitions and disposals.

Strong Life performance across all metrics

APE (USDm)1 NBM (%) & NBV (USDm)1

1,231

195

62

1,117

155

4,686

FY-18

3,238

FY-16

224

3,333

FY-17

1,437

231

4,639

82

2,890

4,868

-5%

541 605 619

165 186126

164 161

88
25

15

FY-18FY-16

66

FY-17

981

782

999

-2%

Latin America

Asia Pacific

North America

EMEA

LIFE – OVERVIEW

Latin America

Asia Pacific

North America

EMEA

889 831

249

132

296 186

319

FY-16

1,010

31
76

1-85

FY-17

-2 8

FY-18

1,130 1,258

1,554

+23%

North AmericaLatin America Group Re

Asia Pacific EMEA

+24%

like-for-like2

+11%

like-for-like2

+1%

like-for-like2

19.4% 23.3% 24.1%

NBM
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APE PRODUCT MIX (USDm)1

February 7, 2019 Annual results 2018 21

1 Annual Premium Equivalent (APE) is reported before non-controlling interests. New Business Value (NBV) is reported net of non-controlling interests.

Continued attractive product mix; 86% of APE and 100% of NBV 
from protection and capital efficient products

NBV PRODUCT MIX (USDm)1

LIFE – PRODUCT MIX

522
714

726664

685
831

519
640

1,252

FY-17

1,024

4,639

1,645

FY-16

1,9961,698

1,277

FY-18

4,686
4,868

615
736 737

97

167 164

82 82

90

-1

FY-17

-54

26

FY-16

34

-12

FY-18

782

999
981

86%

Corporate pensions and savingsSavings & Annuity UK workplace pensions and savings Unit Linked Protection
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NET INFLOWS BY SEGMENT (USDbn)

February 7, 2019 Annual results 2018 22

Continued strong net inflows; lower AUM balances driven by FX 
and market movements

AUM DEVELOPMENT (USDbn)

3.4
4.5

1.9

2.4
2.4

0.1

FY-17 FY-18

0.4
0.0

7.7
7.4

-4%

116 105

111
106

44
44

Net inflowsBalance as of 

January 1 2018

7

Market 

movements

and other

-10

FX

-13

Balance as of 

December 31 

2018

270
254

-6%

Latin America Asia Pacific North America EMEA 3rd party investments Group investments Unit-linked

LIFE – NET INFLOWS AND ASSETS UNDER MANAGEMENT
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1 Acquisition costs and deferral impact include an upfront reinsurance commission for the acquisition of OnePath Life from ANZ.

Growth in BOP driven by improved technical margins
LIFE – BOP BY SOURCE

537

368Deferral impacts

Loadings & fees 2,608 870

Inv. margin

3,479

-1,405

Technical margin

-2,605

1,181

Operating costs

-762Acquisition costs

762

1,554FY-18 BOP

OnePath Life1 Revenues UL fund based feesExpenses

Actual       LC

FY-18 vs. FY-17

1% 2%

-17% -12%

19% 20%

5% 5%

-4% -5%

105% 103%

23% 25%

BOP BY SOURCE OF EARNINGS (USDm) KEY DRIVERS

Revenues from loadings & fees 

and technical margins
90%

Unit-linked fund based fees +4%

Technical margin ratio +17bps

Average non unit-linked reserves +4%
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INVESTMENT RESULT IN BOP GROSS OF PH (USDm)1
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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 year.

Higher investment income from growth in asset base; reduced 
gap between new money and investment yields

INVESTMENT INCOME YIELD

INVESTMENT INCOME YIELD OF GROUP INVESTMENTS (%)2

INVESTMENT INCOME / REINVESTMENT YIELD OF DEBT SECURITIES (%)3

649 338

2,925

3,373

FY-17

3,035

3,574

FY-18

2.9% 2.9%

FY-17 FY-18

2.7% 2.7%

2.0%
2.4%

FY-18FY-17

Investment income yield Reinvestment yield

LIFE – INVESTMENT RESULT

Realized capital gains Investment income
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GWP GROWTH BY BUSINESS LINE (%)

25

1 See footnote 2 on slide 3.
2 Excludes discontinued operations such as 21st Century business outside of California and Hawaii, Business Insurance Independent Agents, and other businesses.
3 Includes discontinued operations (see footnote 2 above).
4 Partially driven by an agreement with Uber to provide commercial rideshare insurance in two U.S. states.

Growth across all continuing operations at Farmers Exchanges

3.3%

2.6%
3.0%

3.8%

2.0%

0.9%

1.7%

6.1%4

Q2-18Q1-18 Q3-18 Q4-18

Continuing Operations2 Total3

3.1%

2.4%

5.0%

2.1%

4.8%

1.0%

3.0%

0.3%

1.0%

Auto

Home

Total3

Specialty

Business Insurance
8.4%4

FARMERS EXCHANGES1 – GROWTH

GWP GROWTH (%)

February 7, 2019 Annual results 2018

FY-18 FY-17

3.7%

FY-18
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NET PROMOTER SCORE2 AND RETENTION (%)3

26

Continued progress in customer KPIs

NEW BUSINESS COUNT – YTD CHANGE (%)4

81.9%

81.4%
81.5%

81.9%

82.2%

82.5%
82.7%

83.1%
43.1

42.7 42.6
43.3

44.6
45.3

45.6
46.1

Q2-18Q1-17 Q2-17 Q3-17 Q3-18Q1-18Q4-17 Q4-18

NPS2 Retention3

-19.3%

-16.8%

-13.7%

-11.3%

4.9%
5.8%

3.6%
2.6%

Q1-17 Q2-17 Q4-17Q3-17 Q3-18Q1-18 Q2-18 Q4-18

FARMERS EXCHANGES1 – GROWTH DRIVERS

1 See footnote 2 on slide 3.
2 Survey based measure of customer loyalty for Farmers exclusive agent customers (personal lines and business insurance) on a YTD average basis.
3 Reflects rolling 3-months 13/1 combined policy survival rate for the Farmers exclusive agent channel, excluding Bristol West and Farmers Specialty Auto; based on weighted average GWP. 

Effective Q3-17, restated to exclude rewrites for Farmers Auto and Farmers Home. All prior periods have been restated to reflect these changes.
4 Continuing operations. Effective Q3-17, restated to exclude rewrites for Farmers Home. All prior periods have also been restated to reflect this change.

February 7, 2019 Annual results 2018
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96.8% 94.3% 93.0%

7.1% 7.3% 6.9%

FY-16

103.9%

FY-17 FY-18

101.6% 99.9%

COMBINED RATIO (%)2

27

Continued underlying improvement in Farmers Exchanges 
combined ratio

SURPLUS3

FARMERS EXCHANGES1 – PROFITABILITY

1 See footnote 2 on slide 3.
2 Combined ratio before quota share reinsurance. 
3 Surplus ratio based on Farmers Exchanges surplus.

February 7, 2019 Annual results 2018

CR (excl. catastrophe losses)Catastrophe losses

5.5 5.5

38.7% 39.4%

FY-17 FY-18e

Surplus ratio (%) Farmers Exchanges surplus (USDbn)
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Stable margin and BOP contribution from FMS

FY-18FY-17

1,415 1,424

FY-17 FY-18

7.0% 7.0%

FARMERS MANAGEMENT SERVICES – OVERVIEW

BOP (USDm) MGEP MARGIN (%)1

1 Margin on gross earned premiums of the Farmers Exchanges. Regarding Farmers Exchanges see footnote 2 on slide 3.
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BOP (USDm) FARMERS LIFE APE & NBV (USDm)
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Lower BOP at Farmers Re and Farmers Life driven by reduced 
quota share participation and actuarial assumption updates

93.9% 94.7%

6.2% 4.4%

99.1%100.1%

FY-17 FY-18

Catastrophes CR (excl. catastrophes)

FARMERS LIFE AND FARMERS RE – OVERVIEW

FARMERS RE COMBINED RATIO (%)1

57 43

220

176

FY-17 FY-18

277

219

Farmers Life Farmers Re1

91 84

APE 

NBV

100
113

FY-18FY-17

1 Farmers Re includes all reinsurance assumed from the Farmers Exchanges by Zurich Insurance Group. Regarding Farmers Exchanges see footnote 2 on slide 3.
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NON-CORE BUSINESSES BOP (USDm)GROUP FUNCTIONS AND OPERATIONS BOP (USDm)
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Headquarter expense reduction of 10% more than offset by 
lower recharges to business units

-281 -310

-450
-443

-753

FY-17

-731

FY-18

Headquarters (HQ) Holding & Financing

39
37

FY-17 FY-18

GROUP FUNCTIONS AND OPERATIONS & NON-CORE BUSINESSES – BOP
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Z-ECM AND SST RATIO (%)1
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1 The Swiss Solvency Test (SST) ratio as of January 1, 2018 has been calculated based on the Group’s internal model, as agreed with FINMA. The full year ratio has to be filed with FINMA by 
end of April of each year and is subject to review by FINMA. 2015 and prior years not restated for latest methodology and model changes.

2 FY-18 Z-ECM reflects midpoint estimate with an error margin of +/- 5ppts.
3 Other includes model and assumption changes and capital movements.

Very strong capital position supported by operating capital 
generation pre-dividend

Z-ECM RATIO DEVELOPMENT (%)

13%

FY-17 Business 

profit

0%-2%

Insurance 

risk

Market 

risk

Market 

change

Dividend 

accrual

-9%

-4%

Other3 FY-18e2

132%

-5%

125%

217%

189%

204%

216%

114%

127%
122% 121%

125%
132%

125%

100%

120%

140%

160%

180%

200%

220%

240%

FY-15 FY-16 FY-18e2

185%

196%

FY-12 FY-13 FY-14 FY-17

SST Z-ECM

GROUP – SOLVENCY RATIOS
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SHAREHOLDERS’ EQUITY (USDm)
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1 Based on IFRS balance sheet.

Reduction in shareholders’ equity driven by lower unrealized 
gains 

CAPITAL STRUCTURE (%)1

FY-17

3,716

NIAS

-925

-2,805

Dividend 

and anti 

dilution 

measures

Pension 

plans & 

other

-914

Currency 

translation 

adjustment

Net URG/L

-2,475

-3,730

599

32,993

FY-18

30,189

-8%

75% 72%

16%
16%

9% 12%

FY-18FY-17

Senior debt Subordinated debt Equity

GROUP – BALANCE SHEET AND CAPITAL STRUCTURE
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NET CASH REMITTANCES (USDbn)
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1 Proposed dividend, subject to approval by shareholders at the Annual General Meeting 2019.

Continued strong cash remittance, dividend proposal of CHF 19

DIVIDEND PER SHARE (CHF)

GROUP – CASH REMITTANCES AND DIVIDEND

1.21.1

1.1

1.4

2.5

1.5
2.0

-0.9

1.5

-0.8 -0.8

FY-18

-0.2

0.4

0.1

2.8

FY-16 FY-17

0.2

3.7 3.8

Property & Casualty

Life

Farmers

Group Functions & Operations

Non-Core Businesses

11

16
17 17 17 17 17 17 17

18
19

FY-11 FY-13FY-08 FY-12FY-09 FY-10 FY-14 FY-15 FY-16 FY-17 FY-181

+6%
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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, management, and ancillary 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. Please also note 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

February 7, 2019 Annual results 2018 34



Appendix



©
 Z

u
ri

ch

2017-2019 Financial targets

36Annual results 2018February 7, 2019

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.

GROUP – FINANCIAL TARGETS
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ZURICH’S DIVIDEND POLICY
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We are focused on continuing to reward our shareholders, ~76% 
NIAS payout ratio proposed for 2018 dividend

DIVIDEND PER SHARE (CHF)

NIAS payout ratio of approximately 75%

Target minimum of prior year dividend per share

Dividend increases based 
on sustainable earnings growth

GROUP – DIVIDEND POLICY

11

16
17 17 17 17 17 17 17

18
19

FY-11FY-08 FY-09 FY-15FY-10 FY-12 FY-14FY-13 FY-16 FY-17 FY-181

+6%

1 Proposed dividend, subject to approval by shareholders at the Annual General Meeting 2019.
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GROUP CATASTROPHE REINSURANCE PROTECTION (USDm)
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1 Europe cat treaty calculated with EUR/USD exchange rate as of January 31, 2019.
2 This USD 200m cover can be used only once, either for aggregated losses or for an individual occurrence or event.
3 Franchise deductible of USD 25m, i.e., losses greater than USD 25m count towards erosion of the retention (annual aggregate deductible).

Reinsurance program in line with Group risk appetite
P&C – CATASTROPHE REINSURANCE

487 600 600

200

447 250 250

300

350

200

750

200

200

250

200

US

all perils (excl. EQ)

1,000
1,000

Europe

all perils1

105

Rest of World all perilsUS

earthquakes

1,000 250

200

Global aggregate cat treaty

7503

Global aggregate cat treaty Regional cat treatiesUS wind swapCombined global cat treaty2 Global cat treaty Retention 10% co-participation
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GWP (USDm)

39

Top-line growth across all continuing operations, combined 
ratio improvement driven by Auto

PIF/VIF (000’s)2 COMBINED RATIO (%)

1,843

435

9,688

220
125

2,421

5,302

FY-17

245
1,998

2,542

19,908

5,432

9,984

FY-18

20,325

+2%

193 48

3,153

454

December 2018

409

4,765

17,638

8,954

December 2017

17,929

507406

3,231

4,698

8,749

-2%

HomeDiscontinued

operations3

Other

Business Insurance

Specialty Auto

103.7%

100.0%

90.8%

100.3%

101.6%

100.4%

100.6%

94.6%

102.2%

99.9%

Specialty

Auto

Home

Business Insurance

Total

FARMERS EXCHANGES1 – GWP, PIF/VIF AND COMBINED RATIO BY LINE

1 See footnote 2 on slide 3.
2 Policies-in-force (PIF) or Vehicle-in-force (VIF) for auto businesses.
3 Includes 21st Century business outside of California and Hawaii, Business Insurance Independent Agents, and other businesses.
4 Increase vs. prior year partially driven by an agreement with Uber to provide commercial rideshare insurance in two U.S. states.

February 7, 2019 Annual results 2018

HomeDiscontinued

operations3

Other

Business Insurance

Specialty Auto

FY-17 FY-18
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RBC SPLIT (%)1AFR COMPOSITION (USDbn)1
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1 Available Financial Resources (AFR) as of FY-18 (estimated); Risk Based Capital (RBC) as of Q3-18.
2 Includes subordinated debt of USD 6.8bn and senior financial debt not maturing within the next year of USD 2.4 billion (since Q2 2018, excluding net new issued senior debt).
3 Includes Group Functions and Operations & Non-Core Businesses.

Well diversified capital base by risk type

44%

24%

7%

11%

4%

3%6%

53%37%

3%

7%

Property & Casualty

Farmers

Life

Other3

Premium and reserving risk

Market risk

Reinsurance credit risk

Life insurance risk

Natural catastrophe risk

Operational risk

Business risk

30.2

38.7

22.9

9.2Financial debt2

Shareholders equity

VIF & RBC adjustments

-2.8

Available Financial Resources

Dividend accrual

-20.8Net intangibles

GROUP – Z-ECM COMPONENTS



©
 Z

u
ri

ch

Z-ECM IMPACT2
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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

SST IMPACT2

CS excl. Euro sovereign  +100 bps3

USD appreciation +10%

Actual value as of HY-18

Credit spreads  +100 bps3

Equities +20%

Interest rate +100 bps

Interest rate -100 bps

Equities -20%

135%

141%

122%

137%

138%

131%

119%

124%

GROUP – SOLVENCY RATIO SENSITIVITIES1

Equities +20%

Actual value as of FY-17

Interest rate +100 bps

CS excl. Euro sovereign  +100 bps3

Credit spreads  +100 bps3

Interest rate -100 bps

USD appreciation +10%

209%Equities -20%

195%

216%

197%

223%

221%

189%

222%
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1 Maturity profile based on first call dates for subordinated debt and maturity date for senior debt (until 2028).

Low average debt cost and balanced maturity profile

6.9 6.8

3.8
5.2

FY-17

10.8

FY-18

12.0

Average debt 

cost (%)
2017 2018

Senior 1.3% 1.4%

Subordinated 5.1% 4.9%

Total 3.7% 3.5%

Senior Subordinated

GROUP – DEBT

DEBT (USDbn) AND AVERAGE DEBT COST (%) MATURITY PROFILE (USDbn)1

0.5
0.3

0.4

1.6

1.1

1.1

0.3

1.9

1.0

1.0

0.3

0.6

0.5

0.2

0.8

2019 2022 20242020 20252021 2023 2026 2027 2028

1.5

0.7

2.2

1.6

2.0

1.8

Senior Subordinated
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Page 3: Key messages
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COMMENTARY

Full year 2018 results show very strong performance in a challenging market and claims environment, with the business operating profit (BOP) up 20% on a headline basis. The results 

position the Group to deliver fully on the targets for the 2017 to 2019 plan period, with progress across all areas of the business both from a financial, as well as from a strategic perspective. 

BOPAT ROE was 12.1% in the year on a reported basis.

The Group’s Life business delivered an excellent performance, with growth across all regions reflecting the success of the Group’s strategy of focusing on protection and unit-linked 

business. Overall Life BOP increased 23% in the year driven by continued portfolio growth and further cost improvement. The quality and resilience of the life performance remains high, 

with 90% of life revenues on a sources of earnings basis coming from either loadings and fees or technical margins. New production remained positive with 11% growth in APE sales and 

1% growth in new business value on a like-for-like basis, which adjusts for FX and acquisitions and disposals. 

P&C results demonstrate further strong progress with BOP up 35% in another year of elevated natural catastrophe events and with a negative headwind from mark-to-market effects on 

assets held at fair value. The top-line has remained stable on a like-for-like basis. The accident year combined ratio excluding catastrophes reduced by a further 0.4 percentage points driven 

by an improved underwriting performance. The strength of the Group’s reserves was clearly demonstrated, with prior year reserve development of 2.3% in-line with the upper end of the 

indicated 1-2% range. Overall, the Group’s reserve strength remained stable over the year. In 2019, the Group expects to deliver further improvement in underwriting results as the benefits 

of portfolio shifts, higher rates in North America and lower expenses continue to earn through.

The Farmers Exchanges, which are owned by their policyholders, showed continued progress in both customer metrics and underwriting performance over the year, resulting in gross 

written premiums growth for continuing operations of 3.7% and a 1.7 percentage points reduction in the overall combined ratio to 99.9%. Growth was also supported by the continued 

successful expansion of the Farmers Exchanges into the eastern United States and growth in the commercial rideshare. Growth in the Farmers Exchanges continued to drive growth at 

Farmers Management Services, while Farmers Life showed strong new business value increase.

Very strong Z-ECM of 125%. Conversion of earnings into distributable cash remains strong with USD 3.8bn of cash remittances in 2018. In line with the stated dividend policy the Group 

proposes a 6% increase in the dividend to CHF 19 per share.
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Page 4: Key highlights – Strategic update
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COMMENTARY

2018 saw the Group continue to make strong progress on key strategic priorities.

The Group further strengthened its positioning in the faster growing regions of Southeast Asia and Latin America as well as the fast growing global travel and assistance segment through a 

number of targeted acquisitions.

During the year, the Group announced the planned acquisition of an 80% stake in PT Asuransi Adira Dinamika (Adira Insurance) as well as an agreement to enter into long-term strategic 

cooperation with Indonesia’s fifth largest bank PT Bank Danamon Indonesia as well as the country’s second largest provider of automotive financing Adira Finance. On completion, expected 

in the first quarter of 2019, Zurich will become the leading foreign insurer in the Indonesian P&C market.

In Latin America, the Group consolidated its position among the industry leaders through the acquisition of QBE´s Latin American operations and the individual and group life business of 

EuroAmerica in Chile. This was further enhanced by the acquisition of the leading regional travel and assistance businesses Travel Ace and Universal Assistance, which also further 

strengthened the global reach of Cover-More, the Group´s travel and assistance business.

In addition to the distribution agreements in Indonesia which add around 5m potential customers, the Group signed further distribution agreements covering an additional 24m potential 

customers, mainly in Australia and Latin America.

In 2018, the Group continued to invest in new technology and innovative customer solutions. As part of these investments, the Group launched the inaugural Zurich Innovation World 

Championship, which saw over 450 companies from 49 countries in 4 continents submit innovative solutions covering a wide range of applications in the insurance industry. After four 

months, 8 regional winners were selected for the final, with Chisel from North America being selected as the gold winning entry for its innovative solution around processing of 

unstructured data using artificial intelligence technology.

The Group also launched the first application based on CoverWallet’s technology in Spain under the European wide agreement between the two groups. In Spain, the Group launched Klinc, 

an innovative provider of on demand coverage for personal possessions, while in the US, the Farmers Exchanges launched Toggle, a new brand which targets millennials offering fully 

digital, customizable renters insurance combined with innovative services. The Group also launched its first application for connected homes with Vodafone in the Italian market, with 

additional markets to follow over 2019. The Group has also entered into a strategic collaboration with leading insurtech Snapsheet to deploy the company’s cloud based virtual claims 

technology across the Group beginning with the Irish market.

The Group also continued to invest in improving customer interactions and service, with this leading to an uplift in key customer metrics in the Group´s larger retail markets. Net promoter 

score, a measure of customer satisfaction and loyalty, improved consistently across markets. As Farmers Exchanges experience shows, improving levels of customer satisfaction are a lead 

indicator of business performance.

Pro-active capital management is a key priority of the Group. During 2018, the Group announced a number of business exits aimed at reducing complexity and tail risks as well as freeing up 

capital for reinvestment. Transactions over the year included the sales of Endsleigh in the UK, a Life insurance portfolio in Singapore, and a run-off portfolio of compulsory third-party 

liability in Australia as well as reinsurance of the Group’s legacy employers’ liability book in the UK.
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Page 5: Key highlights – Cover-More
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COMMENTARY

During the year, the Group continued to drive development of Cover-More, the group’s global travel and assistance business. Bolt on acquisitions in Ireland and Latin America, further 

strengthened Cover-More’s footprint while Zurich’s other travel businesses was brought closer to Cover-More to create a top 3 player in global travel insurance, assistance and related 

services. 

In addition to deepening the footprint, Cover-More continued to build out additional distribution capacity and to develop further product capabilities to further improve the customer 

proposition. One example is Benestar, a company offering wellbeing services to people when and where they need it.

2018 was the first full year for Cover-More being owned by the Group. The business is performing well and it is expected that the contribution of Cover-More to the Group will continue to 

increase.
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Page 6: Key highlights – Farmers
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COMMENTARY

Farmers Exchanges are making consistent progress against all the key strategic priorities outlined at the 2017 Investor Day. 

The expansion into the eastern U.S. continues to deliver strong growth, with gross written premiums exceeding USD 1bn in 2018. The footprint has been further widened, with Farmers 

brand open for business in Florida since July 2018. 

Farmers Exchanges remain focused on improving the quality and performance of their agents. The shift towards a capitalized agency model is well on track. Farmers’ experience shows that 

capitalized agents are able to provide a better customer experience, reflected in higher net promoter score, and show higher retention and productivity levels. Larger and better quality 

agencies have also the highest potential to serve customers across multiple lines of business. 

Farmers Exchanges continue to innovate to deliver better value to customers and pursue growth opportunities. The agreement with Uber to provide commercial rideshare insurance in two 

U.S. states generated USD 150m of gross written premiums in the year. A new collaboration was announced in January 2019 with Alto, an innovative Texas-based rideshare start-up. 

Multiple collaborations are active in the area of home and car telematics. In October, the Farmers Exchanges launched Toggle, a new and innovative offering aimed at millenials which 

offers easy to understand, fully digital and customizable insurance and services for renters. Toggle is already actively servicing customers in two states with further expansion planned in 

2019.
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Page 7: Key highlights – Proof points by business
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COMMENTARY

The 2018 results show a range of financial proof points against key management goals, including:

Property & Casualty (P&C) gross written premiums increased 1% in headline terms and was stable on a like-for-like basis.

The combined ratio improved 3.1 percentage points on a headline basis due to a 1.1 percentage point improvement in the accident year loss ratio ex-catastrophes and lower levels of 

catastrophe events, partially offset by an increase of 1.0 percentage points in the commission ratio as a result of mix shifts. Prior year reserve development was 2.3 percentage points, with 

the higher positive run-off reflecting the continued strength of the Group’s reserves and positive development in relation to the 2017 hurricanes.

Life performed strongly over 2018 with BOP growth of 23% on a headline basis and 24% on a like-for-like basis after adjusting for currency and acquisitions and disposals. This was driven 

by continued growth in portfolios and cost reductions including the absence of the USD 115m impact from the change to UK capital gains tax indexation relief in 2017.

The Group continued to focus on protection and capital efficient savings products, with 86% of APE coming from Protection, Unit-Linked and Corporate Pensions business. On a like for like 

basis, adjusting for foreign exchange and acquisitions and disposals, APE growth was 11% with the new business value increasing 1%.

At the Farmers Exchanges, improved customer retention and higher average premiums led to 3.7% growth in gross written premiums from continuing business, while the combined ratio 

improved by 1.7 percentage points as a result of underlying improvement and lower natural catastrophe experience. Higher premium volumes supported higher management fees at 

Farmers Management Services and an improved gross management result.
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Page 8: Key highlights – Status on financial targets
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COMMENTARY

2018 continued to build on the positive performance of 2017 with the Group making further progress in terms of profitability across the businesses and remaining on track to meet the 

financial targets set out in November 2016.

In terms of the Group’s four financial targets,

1. BOPAT ROE: Annualized BOPAT ROE as reported was 12.1% in the year and is in line with the Group’s target to deliver a BOPAT ROE in excess of 12% and growing over the 2017-19 

period. Adjusted for the impact of charges related to the Group’s restructuring taken through business operating profits and the higher than normal level of natural catastrophe losses 

the BOPAT ROE would have been 13.2% up from the similarly adjusted figure of 12.1% in the prior year.

2. Expense savings: The Group delivered a further USD 400m of cost savings over the course of 2018, with cumulative net savings of approximately USD 1.1bn achieved to date, and with 

further savings expected to be delivered over the course of 2019 in line with the target to deliver USD 1.5bn of savings by the end of 2019.

3. Capital: As of December 31, 2018 the estimated Group Z-ECM ratio remained above the 100-120% target range at 125%.

4. Cash remittances: Over 2018, cash remittances to the Group were USD 3.8bn. As a result, cumulative remittances in the first two years of the strategic cycle reached USD 7.5bn and are 

expected to exceed the USD 9.5bn target for the 2017-2019 period.
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Page 9: Key highlights – Underlying BOP development
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COMMENTARY

During 2018 the Group’s operating results were distorted by a number of major one off impacts, with the most notable being the high level of natural catastrophe events as well as charges 

related to the Group’s restructuring recognized within BOP.

Natural catastrophes and weather related claims were roughly 1 percentage point higher than normal levels, equivalent to USD 264m. Restructuring charges recognized through BOP were 

USD 187m. Of these, USD 150m were reported within P&C, USD 20m in Life and USD 17m within Group Functions and Other.

Adjusted for these impacts, BOP was USD 5,017m, representing a 5% increase over the similarly adjusted 2017 figure.
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Page 11: Group – BOP
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COMMENTARY

Overall BOP growth was 20% on a reported basis.

Growth in EMEA was driven by a combination of strong performance in both Life and P&C. The performance in Life was driven by continued growth in the business as well as the absence of 

the impact of the change to UK indexation tax relief in 2017. Improvement in the underlying performance in P&C together with lower catastrophe losses and higher levels of prior year 

development also contributed to the result. 

In North America growth was driven by an improved underwriting performance as a result of lower levels of natural catastrophe losses and higher investment income which more than 

offset fair value movements on hedge-funds recognized in BOP. Farmers showed a slight decline in earnings due to the reduction in the all lines quota share to Farmers Re and an absence 

of positive assumption changes in Farmers Life.

An absence of favorable one-off items in P&C more than offset continued strong growth in Life in Asia Pacific, while adverse exchange rate movements more than offset underlying growth 

and first time contributions from a number of acquisitions in Latin America. 

By business, P&C and Life were the major contributors to growth.
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Page 12: Group – NIAS
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COMMENTARY

Net income attributable to shareholders (NIAS) increased 24% in the year, with growth driven primarily by the increase in BOP together with a reduced tax rate to 24.9%.

Below the operating line, net realized capital gains of USD 720m, with half stemming from properties and the rest split between equities, derivatives and bonds, were below the elevated 

prior year level.

Restructuring costs recognized below the operating line were USD 350m, in line with the prior year and when combined with the USD 187m restructuring charges recognized in BOP in line 

with the previously indicated USD 500m figure.

The effective tax rate in 2018 was 24.9% down from 33.2% in 2017, with the decline reflecting the positive effect of tax reforms in the Unites States and a more favorable geographic mix of 

earnings.
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Page 13: Group – Expense development
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COMMENTARY

The FY-18 result includes additional expense savings of USD 400m, with the cumulative total achieved to date equating to USD 1.1bn. These savings include Farmers and take into account 

FX and the impact of acquisitions and disposals completed over 2016-2018, and come largely from P&C. This represents good progress towards the goal to reduce expenses by USD 1.5bn vs. 

the 2015 baseline, and further proof of execution against the Group targets. 

To date 37% of the savings have come from Operations and IT, with a further 19% from the Group Centre and the balance from the business units. Looking forward the Group expects 

further savings across all areas of the business.
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Page 14: Group – Outlook
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COMMENTARY

Over 2019 the Group expects to continue to progress against the targets laid out in December 2016.

Property & Casualty: The Group continues to take specific actions to adjust the portfolio mix, with these expected to offset underlying growth to leave overall net earned premiums broadly 

stable for the year. The combined ratio is expected to improve over 2019 from the normalized 2018 level and to be around the upper end of the indicated 95-96% range. This is expected to 

be driven by a combination of further expense savings, a gradual shift in portfolio mix and positive rates. P&C investment income is expected to be stable, as the gap between new money 

and reinvestment yields has almost closed.

Life: BOP is expected to be at a similar level to the reported 2018 level, with underlying growth expected to offset the non-repeat of a number of favorable items within the 2018 results. 

On January 14, 2019, ANZ and IOOF Holdings Ltd announced that they expect to complete the separation of ANZ’s Pensions and Investment business from its life insurance division towards 

the end of the second quarter of 2019. Therefore, the Group now expects the completion of the OnePath Life transaction to occur towards the end of the second quarter of 2019. This will 

result in a reduction in the expected level of earnings reported from this business during the 2019 financial year compared to previously communicated expectations.

Farmers: The Farmers Exchanges are expected to see steady growth driven both by improved customer metrics and the continued earn through of rate increases. Combined with stable 

margins, this is expected to continue to support top-line and earnings development at FMS. 

Farmers Re: Following the reduction in the all lines quota share to 1% from 8% at the end of 2017, earnings are expected to continue to decline in 2019 reflecting lower net earned 

premiums and lower investment income as asset balances reduce in line with the reduction in liabilities. 

Group Functions and Operations: The Group functions are expected to continue to show a run rate loss of around USD 750 – 800m per annum with benefits from cost savings at the 

headquarters largely offset through lower recharges to the business units.

Restructuring charges: As previously indicated, 2019 is expected to see a significant reduction in the overall level of restructuring charges from the USD 500m run rate recognized in 2017 

and 2018. For 2019, restructuring charges are expected to be in a range of USD 100-200m and fully recognized outside of BOP over the year.

Tax: The Group effective tax rate for 2019 is expected to be around 26%.
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Gross written premiums in Property & Casualty (P&C) for the full year of 2018 rose 1% in U.S. dollars and were flat in local currency and adjusting for the acquisitions which were closed 

during the second half of the year.

Growth in Asia Pacific and Latin America was mainly offset by a decline in North America. The Group’s focus remained on profitability over volume. The level of rate increases improved 

across most regions compared to the previous year, with the Group achieving rate increases of around 2% overall. After four consecutive quarters of accelerating rate increases in North 

America, the fourth quarter showed signs of moderation in-line with industry surveys. Net earned premiums were up 2% year-over-year in local currency, with growth in both Asia Pacific 

and Latin America offsetting declines in EMEA and North America.

In EMEA, gross written premiums increased 4% in U.S. dollar terms and 1% on a like-for-like basis, with growth in Switzerland, Italy, Austria and Portugal offset mainly by reductions in 

Germany.

Gross written premiums in North America were down 3% compared to the previous year. The decline was mainly driven by planned reductions in less profitable standard commercial lines, 

in line with the Group’s strategy of prioritizing profitability over volume.

In Asia Pacific, gross written premiums grew 15% on a like-for-like basis. Growth was supported by the first full year of underwriting of the Cover-More travel business in Australia, as well 

as growth in Japan, Malaysia, Singapore and Indonesia.

In Latin America, gross written premiums increased by 9% on a like-for-like basis driven by continued growth in the retail businesses in Brazil, Argentina, Chile and Colombia.
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P&C BOP on a reported basis for FY-18 was USD 2,085m, 35% higher than in the previous year.

The underwriting result increased strongly by USD 805m with the previous year’s result impacted by the hurricanes Harvey, Irma and Maria in North America. In line with this, the combined 

ratio for FY-18 improved by 3.1 percentage points to 97.8% from 100.9% for FY-17.

Investment income for the full year increased by 5% on a reported basis and 8% in local currency, driven by underlying growth in investment income across North America, Latin America 

and Asia Pacific, while EMEA saw a decline. This improvement was more than offset by a USD 238m reduction in the level of fair value gains on the Group’s hedge fund portfolio, with an 

USD 48m loss in 2018 compared to a favorable contribution of USD 191m in 2017.

Other items, which include the net non-technical result and non-controlling interests, were USD 112m lower in 2018, mainly driven by the absence of an USD 68m FX gain which was 

included in the previous year’s net non-technical result. The FY-18 net non-technical result also included USD 150m of charges related to the Group’s restructuring included within BOP 

compared to USD 99m in the previous year period.

Looking at the BOP by region, growth in EMEA and North America due to improved underwriting results were partly offset by lower reinsurance recoveries in the Group Reinsurance unit as 

well as a lower level of prior year reserve releases in Asia Pacific.
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The accident year loss ratio excluding catastrophes improved by 1.1 percentage points compared to FY-17, driven by improved underwriting.

Catastrophe losses for the full year totaled 4.0%, 1.8 percentage points below the previous year but still above expectations. In the first half EMEA experienced slightly higher than expected 

levels of weather and catastrophe losses, while in the second half catastrophe activity was significantly higher in North America.

Prior year development for the full year was in line with the upper end of the guided range of 1-2% at 2.3%, due to the overall strength of the Group’s reserves and in part favorable 

development related to the 2017 hurricanes Harvey, Irma and Maria. Overall, the Group’s reserve strength remained stable over the year.

The other underwriting expense ratio for FY-18 improved 0.1 percentage points to 14.1% compared to the same period in 2017. The improvements in administration expenses were partly 

offset by some adverse one-off elements of approximately 30bps in 2018 compared to favorable items in 2017. Looking at the OUE development since the start of the current strategic cycle 

there is a clear downwards trend with an improvement of roughly 2 percentage points since 2015. In 2019 the Group expects to deliver further improvements in the absolute level of 

expenses, with this is expected to lead to a further reduction in the OUE ratio, with the precise impact also dependent on overall premium volumes as well as the geographical and business 

mix written in the year.

The commission ratio increased by 1.0 percentage point. The main drivers of the increase relate to growth in a number of areas which have structurally higher commission levels offset by 

lower loss ratios. These include certain specialty and retail lines in North America, mass consumer business in Latin America and travel business in Australia. In the second half of the year the 

commission ratio increased by 0.9 percentage points compared to 1.1 points in the first half of the year. This moderating trend in the commission ratio is expected to continue with the 

increases expected to be compensated through a lower and less volatile loss ratio.
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The EMEA accident year combined ratio ex-catastrophes of 95.7% was lower than in the previous year, with underlying improvements in the loss ratio.

In North America the accident year combined ratio ex-catastrophes was 94.3% and remained at a similarly low level to the prior year.

The Asia Pacific region remained stable with an accident year combined ratio ex-catastrophes around 98%. Increased volumes of business from Cover-More in Australia, which runs at a 

higher commission ratio, led to a higher commission ratio with this offset by improvements in the other underwriting expense, and loss ratios.

In Latin America, the accident year combined ratio ex-catastrophes for the full year was 100.0%, 1.6 percentage points higher than in the previous year, driven by some exceptional large 

losses in Argentina and Mexico and the absence of a one-time benefit to the insurance premium tax in Brazil included in the first half of 2017.

In Commercial Insurance, the accident year combined ratio excluding catastrophes was 99.5% and improved by 1.3 percentage points versus the previous year, mainly due to improvements 

in EMEA. At current levels, the Group continues to prioritize improvements in profitability over volume within Commercial Insurance.

For the retail business, the accident year combined ratio excluding catastrophes of 93.2% for FY-18 remained at an attractive level.
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The FY-18 investment result of USD 1,884m included unfavorable fair value movements of USD 48m, mainly from the Group’s hedge fund portfolio. Investment income rose 5% on a 

reported basis and 8% in local currency, while fair value items showed a decline of USD 238m year on year due to a less favorable market backdrop.

Reinvestment yields for debt securities were around 2.8% over the year, with the gap to the annualized accounting yield reducing to 7bps as a result of higher reinvestment yields across the 

Group’s major geographies, with North America seeing reinvestment yields move ahead of the portfolio yield.
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On a headline basis, Life BOP increased by 23% to USD 1,554m. Charges related to the Group’s restructuring recognized in BOP were USD 20m within this figure.

In EMEA, BOP increased by 22% in U.S. dollars and 17% in local currencies, with most countries contributing to this performance. Growth was driven by a combination of portfolio growth, 

cost reductions and also supported by the absence of the impact from the change to UK indexation tax relief in 2017. The result also benefited from USD 42m relating to assumption 

changes net of policyholder sharing in Germany.

In LatAm, higher business volumes supported earnings growth, with overall BOP increasing 8% in U.S. dollars compared to 28% in local currencies as a result of headwinds from a number of 

Latin American currencies. The result included an FX benefit of USD 36m in Argentina, as a result of a portion of the domestic liabilities being backed by U.S. dollar denominated securities 

as well as integration costs of USD 8m related to the acquisitions in Chile and Mexico.

Asia Pacific BOP increased USD 53m, an increase of 40% in U.S. dollars and in local currencies reflecting consistent growth across the region as well as a first time contribution of USD 27m 

from the reinsurance agreement with OnePath Life. These were offset partially by initial integration costs of USD 16m relating to the OnePath Life acquisition.

In North America, which excludes Farmers Life, which is reported separately under Farmers, earnings increased by USD 33m compared to the prior year due to favorable assumption updates 

and a one-time provision release.

FY-18 Life new business APE increased 11% on a like-for-like basis after adjusting for currency, acquisitions and the disposal of the UK workplace savings business, with a reduction of 5% on 

a reported basis. In EMEA, like-for-like growth was 5% with underlying growth in most countries. The corporate protection business was a particular driver of growth following a large 

longevity transaction in the UK. Asia Pacific saw growth of 17% on a like-for-like basis driven by consistent growth in protection business across the region. In Latin America APE sales 

increased by 40% on a like-for-like basis including a large corporate protection scheme in Chile which is offered for tender on a two year basis as well as positive developments in Brazil, 

Mexico and Argentina. 

New business value (NBV) increased 1% on a like-for-like basis after adjusting for currency, acquisitions and the disposal of the UK workplace savings business, and decreased 2% in U.S. 

dollars. Underlying volume growth in EMEA, Latin America and Asia Pacific was offset by the absence of a large US corporate protection scheme in 2017. EMEA saw an increase in new 

business value due to improvements in business mix and favorable currency translation effects. In Latin America, higher corporate business volumes were partially offset by unfavorable 

operating assumption updates and currency translation effects, while in Asia Pacific higher sales volumes and positive assumption updates were partially offset by business mix 

developments. 

The new business margin decreased by 2.9% on a like-for-like basis and improved by 0.8 percentage points to 24.1% on a headline basis.
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Protection business sales increased by 17% and were the largest contributor to APE growth. The Group continues to focus on protection, unit-linked and corporate pension business, with 

these products accounting for 86% of APE sales. Compared to FY-17, this represents a 3 percentage point reduction as a result of the sale of the UK workplace pension and savings business.

Protection business contributed 75% of the overall new business value. Overall growth driven by the retail business was offset by a reduction in corporate business reflecting the disposal of 

the UK workplace pension and savings business.
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Net inflows decreased by 4% compared to the prior year. The decrease was primarily driven by the absence of a single large additional contribution to an existing corporate protection 

scheme in North America. 

Assets under management decreased by 6% due to negative FX effects and adverse market movements in Q4-18.
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The Group’s life business continued to be driven by stable revenue streams, with 90% of life revenues coming from loadings and fees together with technical margins.

Viewed by margin and beginning with revenues, loadings and fees increased by 1%. Growth in the year was driven by higher gross written premiums and policy fees as well as increased 

loadings and fee margin ratios. Strong growth in Asia Pacific and Latin America were partially offset by lower fee revenue in Germany.

The investment margin decreased by 17%, mainly driven by unfavorable market movements in Q4-18 as well as headwinds from a number of Latin American currencies which were partially 

offset by an FX benefit in Argentina. 

The technical margin increased by 19%. Positive contributions from the growing protection portfolios in Latin America and Asia Pacific as well as reserve reviews in the UK leading to an 

improvement of USD 59m, USD 33m above the prior year, was partially offset by weaker mortality and disability trends in Switzerland after favorable experience in 2017.

On the expense side, operating costs improved by 5%. EMEA benefitted from the absence of the USD 115m impact from the change to UK indexation tax relief in 2017. The results also 

include USD 16m relating to the acquisition of OnePath Life in Australia as well as higher expenses in Asia Pacific and Latin America generated by their strong business growth.

Acquisition costs and deferrals were distorted by the reinsurance contract with OnePath Life in Australia as part of the planned acquisition announced in December 2017. In line with the 

announcement, the Group paid a reinsurance commission of AUD 1bn or USD 762m during the second quarter, which is booked as an acquisition cost within the sources of earnings but 

which is largely offset through increased deferrals due to the payment being amortized over the lifetime of the acquired portfolio. Adjusting for this, acquisition costs would have increased 

by 4%, driven by higher commission payments in Asia Pacific and Latin America.
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Life investment result, which is gross of policyholder sharing, decreased by 6% to USD 3.4bn in U.S. dollars, driven mainly by adverse market developments in Q4-18.

Reinvestment yields for debt securities were around 2.4%. This represents an improvement compared to the prior year narrowing the gap to the annualized accounting yield to 30bps.
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The Farmers Exchanges showed continued growth in top-line through 2018. Gross written premiums for continuing operations increased by 3.7% compared to prior year, with growth 

coming in all lines of business and driven by a combination of rate increases, improved retention as a result of Farmers’ customer focused strategy, further expansion into the eastern United 

States and the agreement with Uber to provide commercial rideshare insurance in Georgia and Pennsylvania. In the eastern United States, the Farmers Exchanges saw growth in gross 

written premiums of 33% year-on-year including the Uber rideshare business. 

Top-line growth in continuing operations was partially offset by the run-off of discontinued operations, consisting primarily of two books of business: 21st Century outside of California and 

Hawaii and approximately USD 200m of gross written premiums of business insurance distributed through independent agents, to which renewal rights were sold in February, 2018. It is 

expected that the impact on growth from the run-off of this portfolio will reduce significantly in 2019.
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Key customer metrics continued to improve as a result of the Farmers Exchanges customer focused strategy. Net Promoter Score, an indicator of customer satisfaction and loyalty, reached a 

record high of 46.1% for the full year resulting in a further improvement in overall retention continued to increase, driven primarily in the Auto book of business. 

New business count returned to growth in 2018 after a strong decline in the prior year, which was affected by rate and underwriting actions in Auto. 
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The Farmers Exchanges combined ratio improved by 1.7 points to 99.9%. This improvement underlines the effectiveness of underwriting actions taken in the business in recent years. The 

effectiveness of the Farmers Exchanges reinsurance programs was further confirmed during the year with overall natural catastrophe losses equating to 6.9 percentage points in the 

combined ratio, 0.4 percentage points below the prior year figure despite another year of significant natural catastrophe events. The combined ratio also benefitted from a small favorable 

one-time impact from the sale of renewal rights to a portfolio of business insurance sold through independent agents.

The Farmers Exchanges’ surplus ratio is estimated to be 39.4%, an increase of 0.7 percentage points over the FY-17 figure. This was driven by organic growth of surplus and the increase in 

the all lines quota share treaty from 24% to 29% effective December 31, 2017, with these partially offset by the decision to call a USD 200m surplus note held by Zurich American Insurance 

Company in June 2018.
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Farmers Management Services (FMS) BOP was broadly stable compared to the prior year, with growth in the gross management result driven by higher gross earned premiums at Farmers 

Exchanges offsetting USD 23m of unfavorable mark to market impacts on a deferred compensation plan.

The managed gross earned premium margin remained stable at 7.0%.
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Farmers Re BOP was USD 14m lower than in the prior year, as a consequence of the announced reduction in the all lines quota share participation from 8% to 1%, effective December 31, 

2017. The combined ratio was 1ppt lower driven by improved underwriting results at the Farmers Exchanges.

Farmers Life BOP was USD 43m lower than in the prior year, driven by a USD 6m negative impact from the annual assumption review compared to a USD 28m positive benefit in the prior 

year, and slightly unfavorable mortality experience. New business APE was USD 6m below prior year, while the new business value increased 13% driven by updated operating assumptions 

and the reduction in U.S. corporate tax rates.
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The business operating loss reported under Group Functions & Operations increased by USD 22m to USD 753m. Continued reduction in gross headquarter expenses, 10% lower than in the 

prior year, was more than offset by lower recharges to business units, while the Holding and Financing result benefited from gains on currency hedges. The FY-18 figure also includes a USD 

17m charge relating to the Group’s restructuring charges recognized within BOP, compared to a charge of USD 38m in 2017.

Non-Core BOP was USD 37m reflecting the completion of a number of transactions, including the transfer of the German med-mal portfolio to Catalina and the sale of an Australian 

compulsory motor third-party liability portfolio to Enstar Group, as well as some expenses related to the reinsurance of the UK Employers Liability portfolio to Catalina announced in 

December.
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The Group’s Z-ECM ratio remained very strong at 125% as of the end of December.

Strong operational capital generation from the businesses added 13 percentage points. Negative market movements in the latter part of the year reduced the ratio by 5 points, largely due 

to credit and Italian government spread widening and falls in equity markets.

Increased capital requirements for insurance reduced the ratio by 2 points, while dividend accrual reduced the ratio by a further 9 percentage points. Other items reduced the ratio by 4 

points with closed M&A transactions contributing roughly half of the reduction.
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Shareholders’ equity decreased by USD 2.8bn over the year due mainly to a decline in unrealized gains and losses and F/X movements, with net income of USD 3.7bn offset by the similar 

level of capital returned to shareholders through dividends and share repurchases in the first half. 

The Group capital structure remains broadly unchanged from the one reported at the FY-17 results, with slightly higher levels of senior debt.
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During the year the Group saw net remittances of USD 3.8bn, in-line with the prior year and consistent with the Group’s target for remittances to exceed USD 9.5bn over the 2017-2019 

period. The level of remittances has been driven both by operational earnings and capital released as a result of the Group’s continued efforts to improve allocation of capital and extract 

capital from non-core and underperforming areas of business.

Cash remittances from P&C were lower than in the previous year reflecting positive one off items in 2017 and negative one off items in 2018, together with the timing of cash payments 

related to the hurricanes in 2017. In 2018 life cash remittances benefited from the extraction of excess capital from a number of European balance sheets.

The Board proposal to the AGM is to pay a dividend of CHF 19 per share, representing a 6% increase from the 2017 level, with the dividend paid fully out of Group retained earnings.
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