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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 customers, agents and brokers and rewarding
opportunities for employees.
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We are proud and delighted to report Zurich Financial Services Group’s record 2006 results, reflecting a
relentless focus on financial discipline, operational excellence and a successful strategy for generating
shareholder value and top-tier financial performance.

As the figures illustrate, all segments of our diversified portfolio contributed strongly to these results.
General Insurance grew its gross written premiums and policy fees 2.1 percent in local currency, to
USD 34.2 billion, and improved its combined ratio by 6.6 percentage points to 94.2 percent; Global Life’s
new business volume increased 15 percent in local currency, while achieving margins of 21.8 percent; and
Farmers Management Services’ management fees and other related revenues rose by 4 percent to
USD 2.1 billion.

Together, these results generated a business operating profit of USD 5.9 billion, a net income of
USD 4.5 billion, and shareholder equity of USD 26.5 billion, producing a return on equity of 19 percent,
or an increase of 3.5 percentage points. These record results underscore the Group’s commitment to
generating profits and cash throughout the insurance cycle, and to its proven ability to execute on its
strategic and market plans.

Based on the underlying strength of these results, the Board has recommended a gross dividend to
shareholders of CHF 11.00 per share, an increase of 57 percent compared with last year’s CHF 7.00 per
share. In addition, and in furtherance of a disciplined approach to capital management, it has authorized
the repurchase of CHF 1.25 billion of Zurich shares. Together, these actions represent a distribution to
shareholders of over 50 percent of 2006 profits, but still leave Zurich with sufficient capital to invest in
profitable growth.

The confidence reflected in these actions is fueled not only by 16 consecutive quarters of increasing
profitability, but also by the knowledge that the Group has made deep institutional changes over the past
five years that position it to generate sustained shareholder value and select profitable growth. Among
those changes, which now form core Group-wide strengths, are: 

• The Zurich Way, which ensures that our organization embraces common business processes and
methodologies, and which has produced after-tax operational benefits of more than USD 1.5 billion in
the past three years. We expect it to generate a further USD 2 billion in after-tax improvements for the
years 2007 to 2009, with the bulk of those improvements coming in the sustainable areas of
distribution, underwriting and claims.

• A renewed focus on talent management, with the creation of global and local talent pools and a more
integrated approach to human resources. This global approach to a global workforce enables us to
have the right people with the right skills in the right place at the right time.

• Building a unique global brand position that demonstrates Zurich’s dedication to anticipating and
evaluating change to meet the varied needs of our customers and remain their reliable associate.

These core fundamental strengths positioned Zurich to achieve true operational excellence across all lines
of business in 2006. Going forward, the Group will continue to apply that same commitment to
leveraging market segmentation capabilities, expanding product offerings and further improving
distribution management. This focus, implemented with the same discipline and focus that marked the
past five years, will generate meaningful opportunities for profitable growth, as well as the capabilities
and mindsets to exploit them. 
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We also recognize that true success can only be sustained when we are accepted and trusted as 
a good corporate citizen in the societies we serve. As a Group, we are committed to solid corporate
citizenship everywhere we do business, illustrated by many of the activities highlighted in the Corporate
Responsibility section.

This year’s Annual Report highlights the fundamental driver in our strategy: the passion for excellence.
For Zurich, that excellence is best manifested in three forms – customer excellence, product excellence
and distribution excellence. 

By constantly evaluating change, we can not only prepare for future risks but also take advantage of
opportunities that will help us to grow. Our General Insurance business will seek to grow profitably in
selective areas in existing and emerging markets. Global Life will focus on selected niche markets and will
seek to produce superior returns through best-in-class products. The Farmers Exchanges, which we
manage but do not own, will use our distribution expertise to enter new personal lines markets with
refreshed products.

Two members of our Board of Directors, Mrs. Rosalind Gilmore and Mr. Dana Mead, retire this year after
almost a decade of service. Mrs. Gilmore joined the Board in 1998 and has been chairman and a member
of the Audit Committee, as well as a member of the Remuneration Committee and the Risk Committee.
Mr. Mead became a director in 1997, serving first as a member of the Remuneration Committee, of
which he became chairman, and later as a member of the Nominations Committee. We thank them for
their contribution over the years and wish them well for the future.

After 27 years of outstanding service to Zurich, Peter Eckert retired on February 28 as Chief Operating
Officer and a member of the Group Executive Committee (GEC). His career with the company included a
number of important roles. We thank Peter for his many contributions to the Group and extend him our
best wishes for the future. 

We welcome to the GEC Annette Court, who has joined Zurich as CEO of Europe General Insurance,
succeeding Dieter Wemmer, who became the Group's Chief Financial Officer on March 1. Our former
Group Finance Director, Patrick O’Sullivan, assumes the new position of Chief Growth Officer and
Vice Chairman of the Group Management Board and remains a member of the GEC. We are pleased to
have attracted new talent to the management ranks, but also to have the strength and experience of our
current managers.

Our understanding of the changing world we live in and our passion for excellence in all we do will help
us to ensure long-term sustainable value. None of our objectives can be attained without the skill, talent
and dedication of our people and we thank them for their hard work and commitment. We also thank
our customers and shareholders for their continued loyalty and support.

Manfred Gentz James J. Schiro
Chairman of the Board Chief Executive Officer
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Passion for Excellence

At Zurich our mission is to recognize, under-
stand and manage change on behalf of indi-
viduals and businesses around the world. Our
tagline, Because change happenz, expresses
our commitment.

As a global organization with 135 years of
experience in providing insurance protection,
we possess a comprehensive perspective on
our complex environment. Combined with spe-
cific local knowledge of particular markets and
risk insights, this enables us to be ready with
relevant products and services – often when
our customers are just becoming aware of the
emerging challenges they will face. 

By continually anticipating and evaluating
change, we can prepare for risks that may be
global or local, geopolitical or economic, fin-
ancial or commercial. Within this dynamic 

environment, we search for opportunities for
innovation, because as times change, so do the
outlooks and needs of our customers. 

Our international network, with service capa-
bilities in more than 120 countries, is a major
competitive advantage. Across our Group, we
work as one Zurich with our customers, busi-
ness associates, intermediaries, the public sec-
tor, academics and governments to forge
strong relationships that equip us to face chal-
lenges together. 

A focus on profitable growth 
Over the past four years, we have achieved a
consistent record of sustainable financial
results, coupled with financial and underwriting
discipline and a focus on operational excel-
lence. Three factors contribute to this success: 
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• The Zurich Way, which has produced best-
in-class operating platforms and processes
to ensure efficiency and consistency

• Talent management, which ensures we have
the right people with the right skills in the
right place at the right time

• Building our brand, which positions us as an
insurer capable of anticipating and address-
ing our customers’ needs.

As we continue to focus on top-tier financial
performance and profitable growth, our busi-
ness strategy emphasizes excellence in three
areas – customers, products and distribution.
General Insurance will seek to improve and sus-
tain results and to grow profitably in selective
areas, including both existing and emerging
markets. Global Life will seek to produce supe-
rior returns in selected niche markets through
best-in-class products and expanding distribu-
tion channels. The Farmers Exchanges, which
we manage but do not own, will pursue prof-
itable growth in personal lines by entering new
markets with refreshed products and a highly
trained agent force. Investment Management
will seek superior risk-adjusted returns relative
to liabilities. 

In pursuing these goals, we will continue our
commitment to underwriting profitability and
claims excellence. Our Global Underwriting
function supports the sharing of best practices
across our organization and drives consistent
process improvements. Similarly, central coordi-
nation in our Global Claims function ensures
consistent technical and operational standards
that benefit our customers. 

Because we embrace change, we have created
the position of Chief Growth Officer. Effective
March 1, 2007, this has been filled by our for-
mer Group Finance Director. A newly created
Growth Council will help him lead change,
identify profitable growth opportunities and
ensure that critical business processes are
aligned with our growth targets. 

We have already started along this road. At the
end of 2006, we established a new business
unit, Central and Eastern Europe, to focus on
growth plans for our existing businesses in
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Austria and Russia, and to seek other profitable
opportunities throughout the region, primarily
in retail business. We will also focus on other
growing and emerging markets. In China,
where we have been represented since 1993,
we became the first foreign insurer granted a
license to establish a general insurance branch
in Beijing, which will concentrate on corporate
customers. We will continue to build on the
strengths we have developed in Greater China,
including Hong Kong and Taiwan.

Our Global Life business has developed a com-
mon approach for identifying and pursuing
growth opportunities in our independent chan-
nels – brokers, independent financial advisers
and banks. We plan to create even more distri-
bution relationships with banks, credit unions
and independent brokers during 2007. 

Building on The Zurich Way
In our drive for growth, we are building on The
Zurich Way, which ensures that we embrace
common business processes and method-
ologies and develop a single mindset across our
organization. It also helps us to grow profitably
by offering a consistent and differentiated cus-
tomer experience.

The Zurich Way has already produced opera-
tional benefits of more than USD 1.5 billion
over the past three years, and for the years
2007 to 2009, we expect it to generate a fur-
ther USD 2 billion in after-tax improvements.
About 80 percent of these are sustainable long-
term benefits, not simply cost-cutting efforts. 

To bring our strategies and plans to life we
have people with the passion and talent to suc-
ceed. Throughout the organization, we are tak-
ing a far more integrated approach to human
resources, to enable us to have the right people
with the right skills in the right place. 

As part of our continued efforts to attract the
best and brightest talent, in 2006 we intro-
duced our Global Associate Program, a highly
competitive Group-wide training initiative for
recent university graduates. In its first year, we
recruited 60 Associates in 10 countries. In the
UK, Zurich has linked up with the Chartered

Insurance Institute (CII) to create a professional
qualifications training program that aims to put
all claims, risk management, sales and under-
writing employees through CII training. They
will then be able to achieve fully chartered sta-
tus within five years.

Corporate responsibility is an essential compo-
nent of how we do business and is reinforced
by Zurich Basics, our core values and basic prin-
ciples. At an organizational level, corporate
responsibility is integrated into business
processes, while at a personal level, Zurich’s
employees share their skills and time with the
wider community.

These business and HR initiatives are just a few
examples of the way in which we are dedicated
to achieving our aspiration to become the lead-
ing insurer in our chosen general and life mar-
kets. To this end, we have developed:

• A deep insight into the needs and concerns
of our customers

• A commitment to provide relevant products
• Distribution channels that give customers a

wide choice in how to deal with us.

Customer excellence
With a strong presence on both sides of the
Atlantic, operations in countries across the
world and a depth of local expertise, we are
committed to serving our customers wherever
they need us – whether they are individuals,
small business owners or large global corpora-
tions. We share risk insights through regular
business contact and through specialized cus-
tomer events, risk engineering workshops and
customer advisory boards. 

Close relationships with customers and our
diversified insurance portfolio also mean we
can identify cross-selling opportunities through-
out our organization. Our Global Corporate
business division led the facilitation of 186 new
cross-selling transactions by the end of 2006
for a total gross written premium of more than
USD 150 million, and met its full year target far
ahead of plan. Cross-selling is a core strategy
of Zurich, and we have even more ambitious
targets for 2007.



Zurich Financial Services Group · Annual Report 2006 · Letter to Shareholders

9

Product excellence
A constant goal at Zurich is to develop products
and solutions that will answer tomorrow’s
needs, as well as today’s. In an increasingly
complicated world, commercial customers need
informed guidance and practical help on a
range of issues. At a personal level, people
want an insurer who thinks ahead and creates
products that reflect modern trends. 

Our response in 2006 included “pay as you
drive” insurance for motorists in Switzerland,
discounts for hybrid or alternative fuel vehicles
in the United States, risk management advice
for the international hi-tech industry in Taiwan,
a wider choice of pension products in the UK,
Germany and Asia, and simple online life prod-
ucts in the US.

Distribution excellence
Customers can do business with us through
independent and tied agents, brokers, interme-
diaries or business associates, or they can reach
us directly via telephone or Internet. We are
strengthening our direct channels, recruiting

tied agents to add to the 50,000 who already
represent Zurich world-wide, and developing
our links with independent agents and other
distributors, such as banks, credit unions, stores
and filling stations. 

As the only insurance company with direct sell-
ing capabilities in Austria, Germany, Ireland,
Italy, Portugal, Spain, Switzerland and the UK,
we have created a center of excellence in
Barcelona with a refined IT system – originally
developed in Spain – that will support standard
products sold via the Web. Pilot schemes have
already started in Spain and the UK, enabling
employees of major companies to buy home
and auto insurance through their workplace
intranets. 

To round out Zurich’s offerings, we recognize
the critical importance of small business in the
commercial market. In the United States, for
instance, 95 percent of all businesses are classi-
fied as small, and this market segment is a
strategic priority for Zurich. In just over
10 years, we have become the third-largest
small business insurer in the independent agent
channel in the US, with 39,000 agents. We plan
to seek a further 5,000 agents by 2008.

Many companies may speak of similar goals and
the fact that they have what it takes to be suc-
cessful. Our winning combination of talented
people, global infrastructure, and commitment
to operational excellence is underpinned by a
proven record of financial discipline, a diverse
risk portfolio and 135 years of experience.
Together, these make up Zurich’s strong founda-
tion and differentiate us from our competitors. 

Our passion for excellence, focus on execution,
global reach, and ability to gain and share risk
insights all contribute to the strength that
comes from continually thinking and working as
one Zurich. We have the team, the teamwork
and the team spirit to achieve our aspiration to
become the leading insurer in our chosen mar-
kets of general and life insurance.
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Financial Information Overview
This information is an extract taken from the Financial Review and Consolidated Financial Statements in the
Financial Report. For further information please see the Financial Report, which is available on our Web site
www.zurich.com or can be ordered. 

The information contained within is unaudited. This document should be read in conjunction with our audited
Consolidated Financial Statements. Comparatives are as of or for the year ended December 31, 2005, unless
otherwise specified.

Group performance highlights

in USD millions, for the years ended December 31 2006 2005 Change 1

Business operating profit 5,861 3,947 48%

Net income attributable to shareholders 4,527 3,214 41%

General Insurance gross written premiums and policy fees 34,178 33,401 2%

Global Life gross written premiums, policy fees and insurance deposits 21,022 19,536 8%

Farmers Management Services management fees 2,133 2,058 4%

General Insurance business operating profit 3,831 1,913 100%

General Insurance combined ratio (in %) 2 94.2% 100.8% 6.6 pts

Global Life business operating profit 1,162 1,079 8%

Global Life new business value, after tax 3 515 406 27%

Global Life gross new business annual premium equivalent (APE) 2,368 2,303 3%

Farmers Management Services business operating profit 1,202 1,221 (2%)

Farmers Management Services gross operating margin (in %) 4 49.1% 51.9% (2.8 pts)

Group investments average invested assets 5 185,370 185,072 –

Group investments result, net 9,435 10,294 (8%)

Group investments return (as % of average invested assets) 5.1% 5.6% (0.5 pts)

Shareholders’ equity 26,531 22,426 18%

Diluted earnings per share (in CHF) 38.71 27.11 43%

Return on common shareholders’ equity (ROE) 6 19.0% 15.5% 3.5 pts

Business operating profit (after tax) return on common shareholders’ equity 6 18.1% 13.6% 4.5 pts

1 Positive / (negative) change.
2 The General Insurance combined ratio is calculated as the sum of net earned premiums and policy fees less the net underwriting result,

divided by net earned premiums and policy fees.
3 Global Life new business value is the present value of the projected after tax profit from life insurance contracts sold in the year.
4 Farmers Management Services gross operating margin is calculated as the sum of Farmers management fees less management expenses,

divided by Farmers management fees.
5 Excluding cash collateral received for securities lending.
6 German footnote



Performance 
overview 

Business operating profit for Zurich Financial Services Group (the Group) increased by 48 percent to
USD 5.9 billion demonstrating the strong underlying performance of our operating segments. 

• General Insurance business operating profit increased by USD 1.9 billion to USD 3.8 billion driven by 
the 6.6 percentage point improvement in the combined ratio, resulting from an underlying improvement to
our net underwriting result and also reflecting the benign catastrophe experience in 2006 relative to 2005. 

• Global Life business operating profit increased by 8 percent to USD 1.2 billion, reflecting the shift in
business mix to more profitable products. Targeted sales initiatives and changes in the operating model led 
to an increase of 27 percent to our new business value, after tax.

• Farmers Management Services contributed USD 1.2 billion to the Group’s business operating profit
as a net result of increased management fees and other related revenues and increased management and
other related expenses associated with growth initiatives.

• Other Businesses business operating profit increased by USD 141 million to USD 554 million with solid
contributions from Farmers Re and Centre.

• Corporate Functions business operating loss increased by USD 209 million largely due to increased
interest expense driven by issuances of debt during 2005.

Net income before income taxes increased by USD 1.3 billion, or 23 percent, to USD 6.7 billion for the year
ended December 31, 2006.

• In the first quarter of 2006, we recorded USD 325 million for the settlement of regulatory matters in the
United States. On a segment basis we allocated USD 240 million of restitutions to General Insurance, North
America Commercial, and USD 65 million of fines and USD 20 million of costs to Corporate Functions. 

• The USD 2.6 billion decrease in net capital gains on investments and impairments was primarily
attributable to the Global Life segment where the net gains on unit-linked equities were lower than 2005,
and we recorded net capital losses on debt securities as a result of rising interest rates. 

Net income attributable to shareholders increased by USD 1.3 billion, or 41 percent, to USD 4.5 billion 
for the year ended December 31, 2006.

• The shareholders’ effective tax rate was 26.8 percent compared with 29.1 percent for the year ended
December 31, 2005. The decrease was primarily the result of lower taxed income levels from shifts in the
geographic profit mix and the utilization of tax losses. The Group’s overall effective income tax rate of
31.3 percent includes the impact of tax expense attributable to policyholders in certain jurisdictions. 
This rate decreased by 7.8 percentage points from 39.1 percent for the year ended December 31, 2005,
primarily due to lower levels of policyholder net capital gains on investments. 

Gross written premiums and policy fees increased by 2 percent in General Insurance reflecting our
diversified portfolio, while maintaining our underwriting discipline and improving profitability. While gross
written premiums and policy fees in Global Life decreased by 3 percent, insurance deposits increased 
by 20 percent primarily due to growth initiatives in the unit-linked business. Management fees and other
related revenues increased by 4 percent in Farmers Management Services basis reflecting an increase in gross
premiums earned of 2 percent in the Farmers Exchanges, which we manage but do not own.

Diluted earnings per share increased by CHF 11.60 per share, or 43 percent, to CHF 38.71 per share 
for the year ended December 31, 2006, compared with CHF 27.11 per share for the same period in 2005.

Our business operating profit (after tax) return on common shareholders’ equity increased by
4.5 percentage points to 18.1 percent, demonstrating the strength of our business mix. Return on common
shareholders’ equity increased by 3.5 percentage points to 19.0 percent. 
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General Insurance

in USD millions, for the years ended December 31 2006 2005 Change

Gross written premiums and policy fees 34,178 33,401 2%

Net earned premiums and policy fees 28,459 27,569 3%

Insurance benefits and losses, net of reinsurance (19,934) (21,069) 5%

Net underwriting result 1,651 (225) nm 

Net investment income 3,216 2,737 18%

Business operating profit 3,831 1,913 100%

Loss ratio 70.0% 76.4% 6.4 pts

Expense ratio 24.2% 24.4% 0.2 pts

Combined ratio 94.2% 100.8% 6.6 pts

Business operating profit increased by USD 1.9 billion to USD 3.8 billion for the year ended December 31,
2006, due to the underlying improvement in our net underwriting result, which increased across all divisions
except International Businesses. The most significant contributors to the increase in business operating profit
were North America Commercial and Global Corporate, which increased by USD 885 million and
USD 754 million, respectively.

Gross written premiums and policy fees increased by USD 777 million, or 2 percent, to USD 34.2 billion 
in 2006. While maintaining our underwriting discipline and focusing on profitable growth, we increased new
business volumes and customer renewals. 

Net underwriting result increased by USD 1.9 billion to USD 1.7 billion, which contributed to a
6.4 percentage point improvement to a loss ratio of 70.0 percent. Underlying improvements occurred across
most regions. In addition, we experienced a relatively benign catastrophe season compared with 2005 where we
reported a 4.6 percentage point impact. The expense ratio decreased by 0.2 percentage points to 24.2 percent.
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Global Life

We measure the embedded value of our life insurance business in addition to the valuation in accordance with
IFRS. Embedded value information takes into account the value of new business measured from the point of
sale of the contract, a value which is not fully recognized under IFRS. Our methodology, developed in
accordance with the European Embedded Value Principles, uses a “bottom-up” market consistent approach
allowing explicitly for market risk. In particular, asset and liability cash flows are valued using risk discount 
rates consistent with those applied to similar cash flows in the capital markets, and options and guarantees 
are valued using market consistent models calibrated to observable market prices. 

in USD millions, for the years ended December 31 2006 2005 Change

Insurance deposits 1 10,769 9,001 20%

Gross written premiums and policy fees 10,253 10,535 (3%)

Net investment income 6,526 6,481 1%

Insurance benefits and losses, net of reinsurance (8,655) (9,100) 5%

Underwriting and policy acquisition costs, net of reinsurance (1,448) (1,561) 7%

Administrative and other operating expenses (1,620) (1,538) (5%)

Business operating profit 1,162 1,079 8%

Embedded value – highlights

New business annual premium equivalent (APE) 2 2,368 2,303 3%

Present value of new business premiums (PVNBP) 3 19,487 18,816 4%

New business margin, after tax (as % of APE) 21.7% 17.7% 4.0 pts

New business margin, after tax (as % of PVNBP) 2.6% 2.2% 0.4 pts

New business value, after tax 515 406 27%

1 Insurance deposits in International Businesses for 2005 have been presented to exclude deposits received as funds under management.
2 APE is taken as annual premiums plus 10% of single premiums.
3 German footnote

Business operating profit increased by USD 83 million, or 8 percent, to USD 1.2 billion for the year ended
December 31, 2006, primarily due to the change in business mix toward unit-linked products. 
The UK contributed USD 124 million to the increase in business operating profit which more than offset the
decreases in Switzerland of USD 43 million and International Businesses of USD 36 million. 

New business annual premium equivalent (APE) increased by USD 65 million, or 3 percent, to
USD 2.4 billion. APE increased by 15 percent on a local currency basis driven by continued growth across most
regions, particularly in Zurich International Solutions (based in the Isle of Man) where much of the increase arose
from emerging markets, as well as in Ireland and Hong Kong. This growth is aided by the strong performance of
the financial markets. New business margin, after tax increased by 4.0 percentage points to 21.7 percent
due to the aforementioned growth, business model changes and the effect of rising interest rates.

Zurich Financial Services Group · Annual Report 2006 · Letter to Shareholders

13



Farmers Management Services

in USD millions, for the years ended December 31 2006 2005 Change

Management fees and other related revenues 2,133 2,058 4%

Management and other related expenses (1,086) (990) (10%)

Business operating profit 1,202 1,221 (2%)

Gross operating margin 49.1% 51.9% (2.8 pts)

Business operating profit decreased by USD 19 million, or 2 percent, to USD 1.2 billion during 2006.
Management fees and other related revenues increased by 4 percent. This is in line with the full year growth of
2 percent in gross earned premiums at the Farmers Exchanges, which we manage but do not own. In addition
to an increase of USD 52 million in management fees, other related revenue increased by USD 23 million,
primarily as a result of increased service fees, auto membership fees and property inspection fees. In 2006 work
began on the creation of a shared service platform in North America. In addition, several investments were
made in agency development and other growth initiatives. Altogether, these investments led to an increase in
management and other related expenses, causing a reduction in gross operating margin to a solid 49.1 percent.

Other Businesses

in USD millions, for the years ended December 31 2006 2005 Change

Net earned premiums and policy fees 2,338 3,057 (24%)

Net investment result 1,969 2,037 (3%)

Total benefits, losses and expenses (3,923) (4,863) 19%

Business operating profit 554 413 34%

Business operating profit increased by USD 141 million with solid contributions from both Farmers Re and
Centre. Farmers Re contributed USD 181 million to Other Businesses business operating profit. The effect of
lower levels of reinsurance ceded by the Exchanges to Farmers Re in 2006 more than offset improved loss
development primarily due to the more benign catastrophe experience in 2006. Other operations within the
segment contributed USD 373 million with profits arising in certain run-off businesses, including Centre’s
contribution of USD 246 million.

Corporate Functions

in USD millions, for the years ended December 31 2006 2005 Change

Net investment income 645 616 5%

Interest expense (1,168) (984) (19%)

Business operating loss (888) (679) (31%)

Headquarter expenses, after recharges to operating businesses

and excluding foreign currency (188) (91) nm 

Business operating loss increased by USD 209 million to USD 888 million for the year ended December 31,
2006. Interest expense increased by USD 184 million primarily as a result of debt issued in 2005. Headquarter
expenses, after recharges to operating businesses and excluding foreign currency increased by
USD 97 million, primarily as a result of expenses for our global branding campaign. Partially offsetting these
factors was an increase of foreign currency gains for the Corporate Functions segment of USD 112 million.
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Investment performance

Total investments as shown in the consolidated balance sheet include Group investments, where we 
bear part or all of the investment risk, and investments for unit-linked products, where policyholders bear the
investment risk.

We manage our diversified Group investments portfolio to optimize benefits for both shareholders and
policyholders while ensuring compliance with local regulatory and business requirements under the guidance of
our Asset/Liability Management and Investment Committee. Investments for unit-linked products are managed
in accordance with the investment objectives of each unit-linked fund.

Performance of Group Investments

in USD millions, for the years ended December 31 2006 2005 Change

Net investment income 7,899 7,782 2%

Net capital gains on investments and impairments 1,536 2,512 (39%)

of which: net capital gains on investments 

and impairments attributable to shareholders 1,088 966 13%

Net investment result 9,435 10,294 (8%)

Net investment return on Group investments 5.1% 5.6% (0.5 pts)

Movements in net unrealized gains on investments included in total equity (1,555) (300) nm 

Total investment result, net of investment expenses 1 7,880 9,994 (21%)

Average investments 2 185,370 185,072 0%

Total return on Group investments 4.3% 5.4% (1.1 pts)

1 After deducting investment expenses of USD 265 million and USD 251 million for the years ended December 31, 2006 and 2005, respectively.
2 Excluding average cash received as collateral for securities lending of USD 4.2 billion and USD 4.9 billion in the years ended December 31, 2006 and 2005,

respectively.

Net investment income from our Group investments increased by 2 percent to USD 7.9 billion resulting in 
an increase of return on net investment income from 4.2 percent to 4.3 percent. Investment income from the
General Insurance segment increased due to a growing asset base and higher interest rates on reinvestment.
This increase offset a reduction in the investment income from our Global Life segment, which declined due 
to a strategic shift of assets to unit-linked products. 

Net capital gains on investments and impairments on Group investments decreased by 39 percent to
USD 1.5 billion for the year ended December 31, 2006, compared with the prior year. The value of our debt
securities, particularly in our UK Life with-profits business, declined due to rising interest rates in 2006 compared
with 2005. This decrease was partially offset by gains on equity securities, particularly in the UK General
Insurance and Germany life businesses. 

The net investment return on Group investments decreased by 0.5 percentage points to 5.1 percent.

Net unrealized gains in total equity decreased by USD 1.6 billion for the year ended December 31, 2006,
compared with a net decrease of USD 300 million for the same period in 2005, largely due to fixed maturity
debt securities declining in value as interest rates rose. Net unrealized gains on available-for-sale equity securities
partially offset losses from fixed maturity debt securities. The total return on Group investments was 4.3 percent
for the year ended December 31, 2006, compared with 5.4 percent in 2005.



Performance of Unit-linked Investments

in USD millions, for the years ended December 31 2006 2005 Change

Net investment income 2,384 1,983 20%

Net capital gains on investments and impairments 9,203 10,870 (15%)

Net investment result, net of investment expenses 1 11,587 12,853 (10%)

Average investments 104,082 89,768 16%

Total return on unit-linked investments 11.1% 14.3% (3.2 pts)

1 After deducting investment expenses of USD 461 million and USD 381 million for the years ended December 31, 2006 and 2005, respectively.

Unit-linked investments are primarily invested in equity securities. Equity markets, particularly in the UK,
increased at a stronger rate in 2005 compared with 2006. As a result, net capital gains on investments and
impairments on unit-linked investments decreased by 15 percent for the year ended December 31, 2006.

Performance of Total Investments

in USD millions, for the years ended December 31 2006 2005 Change

Net investment income 10,283 9,765 5%

Net capital gains on investments and impairments 10,739 13,382 (20%)

of which: net capital gains on investments and impairments

attributable to shareholders 1,088 966 13%

Net investment result 21,022 23,147 (9%)

Net investment return 7.3% 8.4% (1.1 pts)

Movements in net unrealized gains on investments included in total equity (1,555) (300) nm 

Total investment result, net of investment expenses 1 19,467 22,847 (15%)

Average investments 2 289,452 274,840 5%

Total return on investments 6.7% 8.3% (1.6 pts)

1 After deducting investment expenses of USD 726 million and USD 632 million for the years ended December 31, 2006 and 2005, respectively.
2 Excluding average cash received as collateral for securities lending of USD 4.2 billion and USD 4.9 billion in the years ended December 31, 2006 and 2005,

respectively.

Performance of our total investments is the sum of the performance of our Group investments and 
unit-linked investments.
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Consolidated income statements

in USD millions, for the years ended December 31 2006 2005

Revenues

Gross written premiums and policy fees 46,465 46,797

Less premiums ceded to reinsurers (5,811) (6,377)

Net written premiums and policy fees 40,654 40,420

Net change in reserves for unearned premiums (145) 37

Net earned premiums and policy fees 40,509 40,457

Farmers management fees 2,133 2,058

Net investment income 10,283 9,765

Net capital gains on investments and impairments 10,739 13,382

Net loss on divestments of businesses (43) (2)

Other income 1,379 1,526

Total revenues 65,000 67,186

Benefits, losses and expenses

Insurance benefits and losses, gross of reinsurance 33,874 38,261

Less ceded insurance benefits and losses (3,668) (5,842)

Insurance benefits and losses, net of reinsurance 30,206 32,419

Policyholder dividends and participation in profits 12,906 14,432

Underwriting and policy acquisition costs, net of reinsurance 6,982 7,253

Administrative and other operating expense 6,393 5,860

Amortization and impairments of intangible assets 257 254

Interest expense on debt 608 446

Interest credited to policyholders and other interest 915 1,056

Total benefits, losses and expenses 58,267 61,720

Net income before income taxes 6,733 5,466

Income tax expense (2,108) (2,136)

Net income after taxes 4,625 3,330

Net income attributable to minority interests (98) (116)

Net income attributable to shareholders 4,527 3,214

in USD

Basic earnings per share 31.07 22.04

Diluted earnings per share 30.89 21.80

in CHF

Basic earnings per share 38.93 27.41

Diluted earnings per share 38.71 27.11



Consolidated balance sheets

Assets
in USD millions, as of December 31 2006 2005

Investments

Cash and cash equivalents 23,122 23,482

Equity securities 109,005 90,314

Debt securities 135,357 125,297

Real estate held for investment 15,281 12,702

Mortgage loans 10,806 9,307

Policyholders’ collateral and other loans 12,636 11,987

Investments in associates 153 580

Other investments 3,643 3,624

Total investments 310,003 277,293

Reinsurers’ share of reserves for insurance contracts 20,063 20,494

Deposits made under assumed reinsurance contracts 2,022 2,450

Deferred policy acquisition costs 13,197 11,179

Deferred origination costs 815 690

Accrued investment income 2,654 2,390

Receivables 11,436 11,283

Other assets 3,913 1,787

Mortgage loans given as collateral 2,426 3,064

Deferred tax assets 2,336 4,393

Fixed assets 1,905 1,729

Goodwill 660 605

Other intangible assets 2,425 2,255

Total assets 373,855 339,612
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Liabilities
in USD millions, as of December 31

and equity

2006 2005

Liabilities

Reserve for premium refunds 655 753

Liabilities for investment contracts 50,705 40,999

Deposits received under ceded reinsurance contracts 2,375 2,500

Deferred front-end fees 5,395 4,659

Reserves for insurance contracts 240,648 219,924

Obligation to repurchase securities 6,144 5,295

Accrued liabilities 2,676 2,150

Other liabilities 21,368 21,040

Collateralized loans 2,427 3,056

Deferred tax liabilities 4,804 6,317

Debt related to capital markets and banking activities 1,889 2,139

Senior and subordinated debt 7,713 7,540

Total liabilities 346,799 316,372

Equity

Share capital 10 186

Additional paid-in capital 10,448 10,315

Net unrealized gains on investments 819 1,139

Cumulative translation adjustment 823 (111)

Retained earnings 13,760 9,801

Common shareholders’ equity 25,860 21,330

Preferred securities 671 1,096

Shareholders’ equity 26,531 22,426

Minority interests 525 814

Total equity 27,056 23,240

Total liabilities and equity 373,855 339,612



Consolidated statements of cash flows

in USD millions, for the years ended December 31 2006 2005

Cash flows from operating activities

Net income attributable to shareholders 4,527 3,214

Adjustments for:

Net loss on divestments of businesses 43 2

Share of equity in income from investments in associates (85) (105)

Depreciation, amortization and impairments of fixed and intangible assets 460 447

Other non-cash items 1,759 (5)

Underwriting activities: 9,493 14,959

Reserves for insurance contracts, gross 4,989 10,629

Reinsurers’ share of reserves for insurance contracts 1,011 43

Liabilities for investment contracts 4,204 6,163

Deferred policy acquisition costs (890) (1,085)

Deferred origination costs (32) (31)

Deposits made under assumed reinsurance contracts 434 820

Deposits received under ceded reinsurance contracts (223) (1,580)

Investments: (14,343) (16,586)

Net capital gains on investments and impairments (10,739) (13,382)

Net change in trading securities (351) 383

Sales and maturities:

Debt securities 58,544 72,771

Equity securities 46,044 41,585

Other (primarily other investments) 32,115 12,410

Purchases:

Debt securities (61,193) (75,364)

Equity securities (46,191) (41,417)

Other (primarily other investments) (32,572) (13,572)

Movement in receivables and payables 324 779

Net changes in other operational assets and liabilities (1,740) (1,104)

Deferred income tax, net 305 867

Net cash provided by operating activities 743 2,468

Cash flows from investing activities

Sales of fixed assets 79 216

Purchases of fixed assets (280) (339)

Investments in associates, net 243 75

Acquisitions of companies, net of cash acquired – (1)

Divestments of companies, net of cash balances – 40

Dividends from associates 12 –

Net cash provided by/(used in) investing activities 54 (9)
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in USD millions, for the years ended December 31 2006 2005

Cash flows from financing activities

Proceeds from sale and repurchase agreements 116 836

Dividends paid (581) (64)

Nominal value reduction of share capital (276) (449)

Redemption of preferred securities and repayments to minority interests (802) 12

Issuance of debt 311 2,576

Payments on debt outstanding (592) (274)

Net change of debt for capital markets and banking activities (219) (1,784)

Net cash (used in)/provided by financing activities (2,043) 853

Foreign currency translation effects on cash and cash equivalents 1,637 (1,661)

Change in cash and cash equivalents excluding change in cash received

as collateral for securities lending 391 1,651

Change in cash received as collateral for securities lending (751) (626)

Cash and cash equivalents as of January 1, including cash received

as collateral for securities lending 23,482 22,457

Cash and cash equivalents as of December 31, including cash received

as collateral for securities lending 23,122 23,482

Other supplementary cash flow disclosures

Other interest income received 7,760 7,605

Dividend income received 2,289 1,833

Other interest expense paid (1,504) (1,502)

Income tax paid (2,564) (1,234)
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Shareholder Information

Zurich Financial Services registered share data

Key indicators 12/31/2006 12/31/2005

Number of shares issued 144,749,399 144,006,955

Number of dividend-bearing shares 144,749,399 144,006,955

Market capitalization (in CHF millions at end of period) 47,478 40,322

Authorized capital, number of shares 6,000,000 6,000,000

Contingent capital, number of shares 6,239,384 6,981,828

Per share data
in CHF 2006 2005

Gross dividend/payout per registered share 11.00 1 7.00 2

Basic earnings per share 38.93 27.41

Diluted earnings per share 38.71 27.11

Book value per share, as of December 31 218.02 194.53

Nominal value per share 0.10 2 2.50 3

Price at end of period 328.00 280.00

Price period high 330.50 282.25

Price period low 251.75 188.00

1 Proposed gross dividend, subject to approval by shareholders at the Annual General Meeting 2007; expected payment date is on April 10, 2007. 
2 Payout to shareholders of CHF 7.00 per share (comprising of a regular dividend of CHF 4.60 and a payout of CHF 2.40 per share in form of

a reduction of the nominal value) effective July 3, 2006; payment was made on July 4, 2006. 
3 Nominal value reduction of CHF 4.00 per registered share was effective as of July 1, 2005.
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Dividend/payout 
history

Gross amount
per registered share

Financial Year in CHF Payment date

Dividend 2006 11.00 1 April 10, 2007 1

Dividend/nominal value reduction 2005 7.00 July 4, 2006

Nominal value reduction 2004 4.00 July 4, 2005

Nominal value reduction 2003 2.50 July 1, 2004

Nominal value reduction 2002 1.00 July 15, 2003

1 Proposed gross dividend, subject to approval by shareholders at the Annual General Meeting 2007; expected payment date is on April 10, 2007. 

Share trading Zurich Financial Services shares are listed on the SWX Swiss Exchange and traded on the EU Regulated Market
Segment of virt-x; ticker symbol: ZURN; the Swiss security number (Valorennummer) is 1107539. Trading in
Zurich Financial Services shares on virt-x is conducted in Swiss francs. 100 percent of the shares are in free float. 

De-listing of Zurich
Financial Services 
shares from London
Stock Exchange

Effective October 2, 2006, Zurich Financial Services cancelled its secondary listing of Zurich Financial Services
shares on the London Stock Exchange and such shares were de-listed from the Official List of the United
Kingdom Listing Authority. Following the de-listing, Zurich Financial Services shares will no longer be traded 
on the London Stock Exchange’s market for listed securities but will continue to be listed on the 
SWX EU-Compatible Segment. 
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Zurich Financial Services shareholders 
registered in the share ledger Private individuals20%

Foundations and pension funds8%

Other legal entities72%

The shares registered in the share ledger as of December 31, 2006, were owned by 112,662 shareholders of
whom 106,839 were private individuals holding 20.15 percent of the registered shares (or 11.78 percent of all
outstanding shares), 2,226 were foundations and pension funds holding 8.00 percent of the registered shares
(or 4.67 percent of all outstanding shares), and 3,597 were other legal entities holding 71.85 percent of the
registered shares (or 41.99 percent of all outstanding shares). 

According to the information available to us on December 31, 2006, no shareholder of Zurich Financial Services
held 5 percent or more of the voting rights of the issued share capital. 

Securities 
custody service

Zurich offers its shareholders the opportunity to deposit a range of Zurich Financial Services securities free 
of charge at S A G SIS Aktienregister AG in Switzerland. The securities deposit regulations as well as the
application form for a securities custody account can be downloaded from S A G’s Web site at www.sag.ch.
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Financial Calendar

Zurich Financial Services Group (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 55,000 people serving customers in more than 120 countries.

Investors’ Day – Capital Management
March 28, 2007

Annual General Meeting 2007
April 3, 2007

Record date
April 9, 2007

Ex-dividend date
April 10, 2007

Dividend payable
April 10, 2007

To CDI holders within the Zurich Financial Services 
Corporate Nominee Service with Lloyds TSB Registrars: 
payable within the week following April 22, 2007

Results Reporting for the Three Months 
to March 31, 2007
May 16, 2007

Investors’ Day – Strategy Update
May 23, 2007

Half Year Results Reporting 2007
August 16, 2007

Results Reporting for the Nine Months 
to September 30, 2007
November 15, 2007
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The Annual Report 2006 of Zurich Financial Services Group consists of two publications:
the Corporate Review and the Financial Report. Both reports are available on our Web site and can
be downloaded at www.zurich.com.

The Corporate Review contains a description of the Group’s performance as well as risk
management report, corporate governance and remuneration reports. The Corporate Review is
published in English, German and French.

The Financial Report consists of the financial review, the audited consolidated financial statements
including the notes, as well as the audited financial statements of the Zurich Financial Services
holding company. The Financial Report is published in English.

Contacts

Securities Custody Service
Zurich Financial Services, Custody Accounts
c/o SAG SIS Aktienregister AG
P.O. Box 4601 Olten, Switzerland
Telephone: +41 (0) 62 311 61 45
Fax: +41 (0) 62 205 39 71
Web site: www.sag.ch

CDI Holder Inquiries 
within the Zurich Financial Services 
corporate nominee service

Lloyds TSB Registrars
The Causeway, Worthing
West Sussex, BN99 6DA, United Kingdom
Nominee Service helpline: 0870 600 3979
Lloyds TSB share dealing helpline: 
0870 850 0852
International: +44 131 527 3903
Hard of hearing (text phone, domestic): 
0121 415 7028
Web site: www.shareview.co.uk

American Depositary Receipts
Zurich Financial Services has an 
American Depositary Receipt program with 
The Bank of New York (BNY).
For more information call BNY’s 
ADR Services Center in the USA 
+1-888-BNY-ADRs (1-888-269-2377) or outside
the USA on +1-212-815-3700.
ADR holder assistance may also be obtained
from BNY at www.adrbny.com.

Registered Office
Zurich Financial Services
Mythenquai 2
8022 Zurich, Switzerland

Media Inquiries
Corporate Communications
Media and Public Relations
Zurich Financial Services, Switzerland
Telephone: +41 (0)44 625 21 00
E-mail: media@zurich.com

Investor Inquiries
Investor Relations
Zurich Financial Services, Switzerland
Telephone: +41 (0)44 625 22 99
E-mail: investor.relations@zurich.com

Share Register Services
Zurich Financial Services, Switzerland
Telephone: +41 (0)44 625 22 55
E-mail: shareholder.services@zurich.com

Corporate Citizenship/
Responsibility Inquiries
Group Government and Industry Affairs
Zurich Financial Services, Switzerland
Telephone: +41 (0)44 625 20 07
E-mail: zurich.basics@zurich.com



Disclaimer & Cautionary Statement
Certain statements in this document are forward-looking statements, including, but not limited to, statements that are
predications of or indicate future events, trends, plans or objectives. Forward-looking statements include statements
regarding our targeted profit improvement, return on equity targets, expense reductions, pricing conditions, dividend
policy and underwriting claims improvements. 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 Zurich Financial Services’ plans and objectives 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 our key markets; (ii) performance of financial markets; (iii) levels of interest rates
and currency exchange rates; (iv) frequency, severity and development of insured claims events; (v) mortality and
morbidity experience; (vi) policy renewal and lapse rates; and (vii) changes in laws and regulations and in the policies
of regulators may have a direct bearing on Zurich Financial Services’ results of operations and on whether Zurich
Financial Services will achieve its targets. Zurich Financial Services 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. 

It should be noted that past performance is not a guide to future performance.

Persons requiring advice should consult an independent adviser.

The offer to repurchase securities of Zurich Financial Services is not made in the United States of America and to 
US persons and may be accepted only by non-US persons and outside the United States. Offering materials with
respect to this offer may not be distributed in or sent to the United States and may not be used for the purpose of
solicitation of an offer to purchase or sell any securities in the United States.

The Letter to Shareholders is published in English, German and French. In the case of
inconsistencies in the German and French translations, the English original version shall prevail.

Design by Publicis KommunikationsAgentur GmbH, Erlangen/Munich, Germany

Production by Management Digital Data AG, Schlieren, Switzerland

Printed end of February 2007 by NZZ Fretz AG, Schlieren, Switzerland

The paper used in this report is manufactured from pulp sourced from fully sustainable forests 
and has been produced without the use of elemental chlorine.
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