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1FINANCIAL REPORT 2007

We aspire to become the leading
global insurance group in our chosen
general and life insurance markets,
consistently delivering top-tier results
for our shareholders. By so doing, we
will create strong relationships with our
customers, agents and brokers, and
provide rewarding opportunities for
our employees.

Operational highlights of 2007

• The Zurich Way operational improvement target of USD 700 million
surpassed, setting the foundation for deeper transformation

• Profitable growth achieved in target markets through customer,
product and distribution strategies 

• Strong risk management culture results in immaterial exposure
to sub-prime financial crisis

• Standard & Poor’s raises credit rating to AA-
• Seven acquisitions enlarge capabilities in emerging markets,

Europe and the US
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The following table presents the summarized consolidated results of the Group for the years ended
December 31, 2007. The 2006 amounts have been restated for the adoption of the SoRIE option under
IAS 19 Employee Benefits.

in USD millions, for the years ended December 31 2007 2006 Change 1

Business operating profit 6,614 6,035 10%

Net income attributable to shareholders 5,626 4,620 22%

General Insurance gross written premiums and policy fees 35,650 34,123 4%

Global Life gross written premiums, policy fees and insurance deposits 21,703 21,022 3%

Farmers Management Services management fees

and other related revenues 2,266 2,133 6%

General Insurance business operating profit 4,024 3,804 6%

General Insurance combined ratio 95.6% 93.9% (1.7 pts)

Global Life business operating profit 1,443 1,200 20%

Global Life new business annual premium equivalent (APE) 2,947 2,500 18%

Global Life new business margin, after tax (as % of APE) 24.7% 21.6% 3.1 pts

Global Life new business value, after tax 729 539 35%

Farmers Management Services business operating profit 1,271 1,225 4%

Farmers Management Services gross operating margin 46.6% 50.1% (3.5 pts)

Farmers Management Services managed gross earned premium margin 2 6.8% 7.3% (0.5 pts)

Group investments average invested assets 191,790 185,371 3%

Group investments result, net 10,089 9,434 7%

Group investments return (as % of average invested assets) 5.3% 5.1% 0.2 pts

Shareholders’ equity 28,804 25,587 13%

Diluted earnings per share (in CHF) 46.37 39.52 17%

Return on common shareholders’ equity (ROE) 21.0% 20.4% 0.6 pts

Business operating profit (after tax) return on common shareholders’ equity 18.7% 19.5% (0.8 pts)

1 Parentheses around numbers represent an adverse variance.
2 Farmers Management Services managed gross earned premium margin is calculated as gross operating profit of Farmers Management Services divided by the

gross earned premiums of the Farmers Exchanges, which we manage, but do not own.

FINANCIAL INFORMATION

09/2002 12/2002 12/2003 12/2004 12/2005 12/2006 12/2007
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Key Performance Indicators

Business
in USD millions,

operating
for the years ended

profit

December 31

Farmers
General Management Other Corporate

Total Insurance Global Life Services Businesses Functions

2007 2006 1 2007 2006 1 2007 2006 1 2007 2006 1 2007 2006 1 2007 2006 1

6,614 6,035 4,024 3,804 1,443 1,200 1,271 1,225 687 577 (810) (772)
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1 Restated because of the change in accounting policy in accordance with IAS 19 Employee Benefits.

General Insurance –
in %, for the years ended December 31

combined ratio

North Europe
Global America General International

Total 1 Corporate Commercial Insurance Businesses

2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

95.6% 93.9% 96.1% 94.4% 94.5% 95.6% 96.6% 91.5% 98.8% 98.1%
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1 Including Group Reinsurance.

Global Life – 1

new business margin,
after tax (as %
of APE)

United United Rest of International
Total States Kingdom Germany Switzerland Europe Businesses

2007 2006 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

24.7% 21.6% 90.8% 52.0% 13.1% 12.2% 32.3% 23.7% 31.4% 38.8% 20.3% 21.4% 34.0% 31.6%
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1 In %, for the years ended December 31.
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We are pleased to report that excellent
operating performances across a broad
portfolio of general and life insurance risks
resulted in both record business operating
profit and net income in 2007. The results
were driven by our ability to achieve growth
in profitable market segments, implement
meaningful operational improvements and
rigorously deploy sophisticated capital,
investment and risk management
techniques, notwithstanding challenging
financial and market conditions.

Success in this era of tightening credit,
fragile equity markets and competitive
insurance rates demands a deep
commitment to financial discipline and risk
management. It requires a profound
understanding of the risks one assumes –
on both the asset and liability sides of the
ledger – and the operational processes to
ensure consistency of execution.

These are precisely the core competencies
Zurich has developed over the past several
years, and our success in embedding those
traits into the Zurich culture is what
accounts for the Group’s solid balance
sheet, steadily increasing profitability, and
successful execution of its strategy.

We continue to identify and pursue the
most promising growth opportunities
globally, systematically expanding our
customer base, enhancing our product
offerings, and broadening our distribution
capabilities. Each of these has been pursued
through organic means and acquisitions,
both in emerging and mature markets, and
as we look into 2008 we see promising
opportunities to continue this targeted
approach to profitable growth.

Shareholder letter

We are confident that our strategy will serve us well no
matter what financial weather or market conditions
exist. That is the strength of our strategy, and it is why
Zurich is well on its way to becoming one of the leading
insurers in the world.
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We also continue to pursue operational
transformation, building off of The Zurich
Way to further increase our customer
orientation, achieve higher efficiency in our
operating models, and continuously
improve our use of technology, talent and
other critical resources.

Finally, in recognition that our strong
balance sheet is a tremendous asset in these
challenging times, we are also maintaining
our focus on all dimensions of capital
management, deploying sophisticated risk
and investment management strategies to
use existing capital in a prudent manner,
while streamlining our corporate structures
to maximize return on capital. 

Each of these profitability levers is applied
across our general and life insurance
businesses in a differentiated manner,
targeting growth where the opportunities
are right or margin where market conditions
suggest otherwise. This approach underpins
our commitment to maximize the value of
our diverse portfolio, generating sustained
shareholder value and superior financial
results. 

Looking forward, Zurich will maintain its
disciplined approach to the key levers of
profitability, while refining our customer
orientation, expanding our value
propositions and enabling the growth and
capabilities of our people. 

Clearly, today’s market environment poses
particular challenges for the financial
services sector. But Zurich’s operational and
strategic focus, built on a foundation of
financial and underwriting discipline,
delivered significant shareholder value in
2007, and we are convinced that this
positions the Group for continued success
in 2008 and beyond.

This level of continued success demands a
lot from our people, and for this reason we
thank the entire Zurich team for its
commitment and hard work throughout
2007. 

Thank you for your continued support.

Manfred Gentz
Chairman of the Board

James J. Schiro
Chief Executive Officer

Manfred Gentz
Chairman of the Board

James J. Schiro
Chief Executive Officer
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Zurich at a glance

Zurich Financial Services (Zurich) is an insurance-based
financial services provider with a global network of
subsidiaries and offices in North America and Europe 
as well as in Asia Pacific, Latin America and other markets.
Founded in 1872, the Group is headquartered in Zurich,
Switzerland. It employs approximately 60,000 people
serving customers in more than 170 countries.

What we offer

Our core business is insurance.
We offer a comprehensive range of general
and life insurance products and services for
individuals, small businesses, mid-sized and
large companies, and global corporations
seeking domestic or international cover.

Our aim is to help customers manage their
risks so that they can protect the present
and plan for the future. 

General Insurance provides property and
casualty products and services for individual
and commercial customers through four
businesses. Europe General Insurance offers
personal and commercial products in its key
markets of Germany, Italy, Spain,
Switzerland and the United Kingdom, with
a significant presence in Austria, Ireland and
Portugal, and operations in Israel, Morocco,
Russia and Turkey. North America
Commercial serves small and mid-sized
businesses with standard and specialty lines
of business in the United States and
Canada. Global Corporate offers risk
management services to large corporations
and multinational companies. International
Businesses embraces five regions – Latin
America, Southern Africa, Australia, Japan,
and Greater China/Southeast Asia – which
position it well to act as a growth engine in
the future. 

The General Insurance business model is
built on global functions (including
underwriting, claims management, risk
engineering, reinsurance, customer
relationship, distribution management and
product management) and practices
(including global specialties), providing a
global platform for local business delivery. 

Global Life concentrates on three regions –
Europe, the United States and emerging
markets. Its global focus is on unit-linked
and protection products. It also serves
customer segments in family protection,
equity-based savings, pension provision,
post-retirement, wealth accumulation,
wealth protection and inheritance.
Propositions are distributed through agents,
brokers, independent financial advisers,
banks and credit unions. Global Life benefits
from strong positions in all key markets, as
well as extensive distribution networks in
the United Kingdom and United States. In
Germany, Italy and Spain, it partners with
Deutsche Bank, which positions Zurich as its
exclusive supplier of life insurance products.
In key emerging markets, Global Life is one
of the fastest growing providers of life
insurance and savings products, particularly
for international investors and global
expatriate populations.  

Farmers is our Group’s main market brand
for personal insurance in the United States,
providing homeowners, auto and life
insurance, with more than 20 million
policies. Farmers also provides business
insurance, with a focus on the small
commercial market. Farmers Management
Services consists of the management
services provided by Farmers Group, Inc.
and its subsidiaries to the Farmers
Exchanges, which we manage but do not
own. 
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Where we operate

Our global reach extends across all lines of
business, and our customers benefit from
our ability to provide service on many
fronts. The diversity of our portfolio, both
geographically and by line of business, is
key to our strategy. It ensures a less volatile
risk profile and acts as a bulwark against
market cycles.

We take a global approach to our core
businesses of general and life insurance. We
have a strong presence in the world’s most
attractive insurance markets, and use our
scale and financial strength to deliver
international service.

Our key market segments 
Zurich holds strong market positions in
personal, commercial and corporate
insurance on both sides of the Atlantic, and
strengthening positions in Asia, Russia, Latin
America and key emerging markets. 

Global spread
Our international network and execution
capabilities give us a significant advantage,
backed by global operating platforms that
enable us to transfer knowledge and best
practice.

Our focus

Profitable growth
We rigorously apply operational and
financial discipline throughout our
organization, as proven factors in
promoting profitable growth.

Operational transformation
We increasingly share knowledge and best
practice, continue to develop more global
platforms, enhance data quality and
improve our expense ratios.

Capital management
We allocate risk-based capital across our
businesses and markets in a disciplined and
dynamic way that adapts to changing
market conditions.

Talent management
We are committed to mentoring and
developing our people, to identifying and
fostering talent throughout our
organization, and to providing a stimulating
and rewarding environment for all
employees.
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Challenge and opportunity

Against a background of increased market volatility 
and uncertainty, Zurich remains steadfastly committed 
to following a path of sustainable and profitable growth. 

As an innovative insurer, we have looked
forward and outward since our earliest days
135 years ago. Over the years we have
spread our reach and now have strong
positions on both sides of the Atlantic as
well as in Asia Pacific, Latin America and
other markets. 

Emerging markets a priority

While determined to strengthen our
leadership in existing markets, we are also
adopting a focused approach to the world’s
emerging markets, with the long-term aim
of achieving a significant position in our
chosen businesses. These emerging markets
are a strategic priority to help us deliver
substantial future value and establish Zurich
as one of the top global insurers.

We are already present in many of these
markets, for example China, where we have
been represented since 1993. As the home
of an economy that has grown ten percent
year on year for two decades, China offers
huge potential. 

With a general insurance branch in Beijing,
a significant share in a major life company,
and a recently acquired stake in a national
personal lines agency, our greater China
operations are well-positioned to take full
advantage of growth opportunities,
particularly as we draw on the award-
winning experience of our operations in
Hong Kong and Taiwan to share knowledge
throughout the region.

We are also strengthening our presence in
eastern Europe and beyond, entering the
Russian personal lines market in 2007 and
acquiring Turkish general insurer TEB Sigorta
A.S. in January 2008.

Microinsurance programs

In Latin America, we have operations in
Argentina, Bolivia, Brazil, Chile, Mexico and
Venezuela, and are now developing micro-
insurance programs in these countries to
help the less-advantaged sections of the
population protect their income and their
future. 

And as globalization encourages mass
migration in many regions, our international
life business enjoys particular success in
Southeast Asia in the international investor
and global expatriate business. 

As we increase our presence in these
markets, we are leveraging our Group-wide
assets, capabilities and operating models.
We also draw on the invaluable local
knowledge and expertise in our business
divisions as we evaluate opportunities.
Further selected acquisitions may help us in
our objectives, provided they meet our
rigorous standards.

The Zurich Way, which unifies our approach
to business and to our customer, is a vital
and basic element in binding our
organization together as we develop
further.

Our Growth Office has established a
prioritization framework for expansion to
ensure a coordinated and effective use of
resources. In the emerging markets of Asia,
Latin America and Eastern Europe, General
Insurance will aim to achieve high growth
and establish strategic market positions,
thereby making a substantial contribution to
both top and bottom lines. Global Life, with
a growth in emerging markets of 50
percent in 2007, will continue to follow its
strategy of leveraging best-in-breed
products through innovative distribution
channels in targeted market segments,
thereby ensuring success in achieving its
annual premium equivalent and new
business value growth objectives. 
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