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• Capabilities in more than 170 countries

• 60,000 Zurich employees serving our customers

• Tailored services and solutions

• A wide variety of distribution channels

• A well-diversified business portfolio

• More than 135 years of insurance experience
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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
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 increases credit rating to AA-
• Seven acquisitions enlarge capabilities in emerging markets,

Europe and the US
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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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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.

James J. Schiro
Chief Executive Officer

Manfred Gentz
Chairman of the Board

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. 

Manfred Gentz
Chairman of the Board

James J. Schiro
Chief Executive Officer
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Zurich delivers when it really matters. 
We place customers at the heart of all we do.
By combining our strengths, insights and deep understanding
of customers’ needs, we provide timely and relevant services
and solutions. Our customers know that we are there
when they need us, around the world or around the corner,
to help manage their risks in an uncertain world. 

Achieving profitable growth

We focus on customer, product and
distribution excellence to achieve profitable
growth in selected target markets,
generating growth organically and through
acquisition.

Our strengths

We pride ourselves on our in-depth
customer knowledge and insight, global
network coupled with local expertise,
quality of service and ease of doing
business, strong capital base and wealth of
talented employees, all strengthened by our
brand and reputation.

Thought leadership

A readiness to identify and evaluate change,
and a determination to demonstrate
thought leadership in our industry, will
equip us to meet the many challenges of
tomorrow’s world.

For more information
www.zurich.com
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Financial Information
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. Certain comparatives in the Financial Information have been
restated as a result of the adoption of the SoRIE option under IAS 19 Employee Benefits. Comparatives are
as of or for the year ended December 31, 2006, unless otherwise specified.

Financial highlights

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.
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Performance overview 

Business operating profit increased by 10 percent to USD 6.6 billion demonstrating the strength of our
diversified portfolio in difficult market conditions.

• General Insurance business operating profit increased by USD 220 million, or 6 percent, to
USD 4.0 billion. This reflects the strength of our diversified portfolio to absorb the adverse impacts of
winter storm Kyrill (USD 183 million) and the UK floods in June and July (USD 567 million).

• Global Life business operating profit increased by USD 243 million, or 20 percent, to USD 1.4 billion,
primarily resulting from increases in the US, benefiting from lower amortization of acquisition costs, the
UK and Germany. New business value, after tax, increased by 35 percent in US dollar terms (28 percent
on a local currency basis), reflecting both selective growth and margin improvements in accordance with
our strategic priorities.

• Farmers Management Services business operating profit increased by USD 46 million, which
represents the net result from increased management fees, resulting from strategic and operational
growth initiatives, including the acquisition of Bristol West, as well as increased expenses to support the
implementation of these initiatives.

Other Businesses business operating profit increased by USD 110 million with strong results contributed
by Farmers Re, Centre and Centrally Managed Businesses. The Corporate Functions result decreased
by USD 38 million mainly due to increased funding expenses.

Net income attributable to shareholders increased by USD 1.0 billion, or 22 percent, to USD 5.6 billion,
with the prior year affected by regulatory settlements in the US. The shareholders’ effective tax rate was
24.7 percent compared with 26.9 percent for the year ended December 31, 2006. The decrease of
2.2 percentage points is a result of the continuous optimization of the tax efficiency of our operating model.

Business volumes in our core operating segments developed as follows:

• General Insurance gross written premiums and policy fees increased by 4 percent in US dollar terms,
while remaining flat on a local currency basis, reflecting both underwriting discipline in all our General
Insurance businesses in a competitive market environment and our ability to capitalize on attractive growth
opportunities. 

• Global Life insurance deposits increased by 12 percent in US dollar terms, and by 3 percent on a local
currency basis, while gross written premiums and policy fees decreased by 6 percent in US dollar terms,
and by 12 percent on a local currency basis. These movements reflect the strategic shift in business mix
from traditional to unit-linked products. New business annual premium equivalent (APE) increased by
18 percent in US dollar terms, and by 11 percent on a local currency basis, with increases across most
regions, in particular in Ireland and at Zurich International Solutions, our international expatriate business
based in the Isle of Man.

• Farmers Management Services management fees and other related revenues increased by 6 percent,
reflecting the underlying increase in the gross earned premiums of 6 percent in the Farmers Exchanges,
which we manage but do not own, as a result of organic and inorganic growth initiatives.

Return on common shareholders’ equity increased by 0.6 percentage points to 21.0 percent as the prior
year was affected by the costs of regulatory settlements in the US. These regulatory settlement costs were
excluded from business operating profit, resulting in a decrease in business operating profit (after tax)
return on common shareholders’ equity of 0.8 percentage points to 18.7 percent. 

Diluted earnings per share increased by CHF 6.85, or 17 percent, to CHF 46.37 for the year ended
December 31, 2007, compared with CHF 39.52 for the same period in 2006.
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General Insurance

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

Gross written premiums and policy fees 35,650 34,123 4%

Net earned premiums and policy fees 29,731 28,417 5%

Insurance benefits and losses, net of reinsurance (20,966) (19,913) (5%)

Net underwriting result 1,305 1,732 (25%)

Net investment income 3,662 3,203 14%

Business operating profit 4,024 3,804 6%

Loss ratio 70.5% 70.1% (0.4 pts)

Expense ratio 25.1% 23.8% (1.3 pts)

Combined ratio 95.6% 93.9% (1.7 pts)

Business operating profit increased by USD 220 million, or 6 percent, to USD 4.0 billion for the year
ended December 31, 2007, driven by Global Corporate, North America Commercial and positive claims
experience within Group Reinsurance. Our businesses continued to demonstrate underlying strength and
have benefited from our reserving policy with positive development emerging from reserves established in
prior years. This positive development, together with higher investment income, which reflects both an
increase in the average invested asset base and higher interest rates in Europe, more than offset losses
arising from winter storm Kyrill and the UK floods in June and July.

Gross written premiums and policy fees increased by USD 1.5 billion, or 4 percent in US dollar terms, to
USD 35.7 billion, while remaining flat on a local currency basis, which reflects our continued ability to
maintain underwriting discipline and manage different business areas for margin and/or volume. The market
environment continued to be competitive with pressure on rates, although the picture was mixed by
geography and by line of business, with the commercial lines of business in North America, the UK and
Ireland most affected.

The net underwriting result decreased by USD 427 million to USD 1.3 billion driven by the impact of
losses associated with winter storm Kyrill and the UK floods in June and July amounting to USD 677 million
for Europe General Insurance and USD 73 million for Global Corporate. Together these two events increased
the overall loss ratio and combined ratio by 2.5 percentage points. In 2006 we reported no comparable
catastrophe losses. Favorable development emerging from reserves established in prior years reduced the loss
ratio by 3.6 percentage points in 2007. Net technical expenses increased by USD 685 million, and by
USD 345 million on a local currency basis, primarily as a result of higher commissions and increased
investments in growth and operational transformation initiatives, driving an overall 1.3 percentage point
increase in the expense ratio. 
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Global Life

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

Insurance deposits 12,064 10,769 12%

Gross written premiums and policy fees 9,640 10,254 (6%)

Net investment income on Group investments 4,226 4,104 3%

Insurance benefits and losses, net of reinsurance (694)1 (8,655) 92%

Underwriting and policy acquisition costs, net of reinsurance (1,640) (1,448) (13%)

Administrative and other operating expenses (1,678) (1,583) (6%)

Business operating profit 1,443 1,200 20%

Embedded value – highlights

New business annual premium equivalent (APE) 2,947 2,500 18%

Present value of new business premiums (PVNBP) 23,781 20,598 15%

New business margin, after tax (as % of APE) 24.7% 21.6% 3.1 pts

New business margin, after tax (as % of PVNBP) 3.1% 2.6% 0.5 pts

New business value, after tax 729 539 35%

1 The Group’s life operations in the UK entered into a reinsurance agreement to transfer the risk associated with a significant annuities portfolio as of January 1,
2007.  The initial impact of the transaction was an increase of USD 7.0 billion in ceded insurance benefits and losses.

In 2007, Global Life achieved its growth targets with an 18 percent increase in APE (11 percent on a local
currency basis) and an increase in new business margin of 3.1 percentage points to 24.7 percent, which led
to an increase in new business value of 35 percent (28 percent on a local currency basis) to USD 729 million.

New business annual premium equivalent (APE) increased by USD 447 million, or 18 percent in US
dollar terms, and by 11 percent on a local currency basis. Growth accelerated in each quarter of 2007,
reaching 17 percent on a local currency basis for the fourth quarter. The increase was driven by Ireland, the
emerging markets served by Zurich International Solutions (ZIS) and in Southeast Asia, and by the UK in the
latter half of the year. Innovative new propositions resulted in higher APE volumes in the US and Switzerland
despite challenging conditions in both markets.

Business operating profit increased by USD 243 million, or 20 percent, to USD 1.4 billion for the year
ended December 31, 2007. Increases in the US, UK and Germany compensated the new business strain
from the strong growth in ZIS and Southeast Asia.

Insurance deposits increased by 12 percent, while gross written premiums and policy fees decreased
by 6 percent. The sustained attractiveness of our unit-linked products, giving customers choices based upon
need and risk attitudes, resulted in increases in deposits, while traditional premiums decreased as we
continued to focus on unit-linked products. Gross written premiums and policy fees decreased primarily due
to the transfer of a further block of traditional group life business to independent pension foundations in
Switzerland, to which we provide services but do not control. 

During 2007, the majority of the UK annuity liabilities were reinsured as the first step in a transaction in
which, subject to local regulatory and court approvals, the policies will be commuted to the reinsurer. This
reduced our exposure to longevity risk and reduced economic capital requirements. 
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Farmers Management Services

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

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

Management and other related expenses (1,210) (1,062) (14%)

Gross operating margin 46.6% 50.1% (3.5 pts)

Managed gross earned premium margin 1 6.8% 7.3% (0.5 pts)

Other income and expense items, net 215 154 40%

Business operating profit 1,271 1,225 4%

1 This measure is calculated as the gross operating profit of Farmers Management Services divided by the gross earned premiums of the Farmers Exchanges.
For additional information on the calculation, refer to the explanatory notes in the Financial Supplement.

Management fees and other related revenues increased by USD 133 million, or 6 percent, driven by an
increase in management fees, including USD 64 million related to the recently acquired Bristol West
Holdings, Inc. (Bristol West). The increase was driven by an overall 6 percent increase in gross earned
premiums at the Farmers Exchanges, which we manage but do not own, in line with growth initiatives.
Management and other related expenses increased by USD 148 million as a result of the increased volumes
generated by the Exchanges, continued investments in growth and IT-related initiatives, as well as
USD 41 million related to the first time inclusion of Bristol West. As a result, the gross operating margin
decreased to 46.6 percent. 

We are introducing an alternative measure of Farmers Management Services’ profitability relative to the
gross earned premiums of the Farmers Exchanges as they are the relevant indicator for the volumes
managed by Farmers Management Services, managed gross earned premium margin. Farmers
Management Services continues to evolve its business model through additional product lines and
distribution channels, such as Foremost and Bristol West. As a consequence, a measure of its profitability
against the underlying insurance businesses in the Farmers Exchanges will provide a relevant view of its
profitability over time. For the year ended December 31, 2007, the managed gross earned premium margin
decreased by 0.5 percentage points to 6.8 percent, due to the continued investments in growth and IT -
related initiatives by Farmers Management Services.

Business operating profit increased by USD 46 million, or 4 percent, to USD 1.3 billion for the year ended
December 31, 2007, as a result of the initiatives described above together with an increase in net investment
income and in net other income, which was driven by one-time gains from the sale of properties vacated as
a result of the concentration of customer service activities into two ServicePoints. 
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Other Businesses

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

Business operating profit:

Farmers Re 173 181 (4%)

Centre 167 249 (33%)

Centrally Managed Businesses 291 305 (5%)

Rest of Other Businesses 56 (158) nm

Total business operating profit 687 577 19%

Farmers Re contributed USD 173 million to business operating profit reflecting the development of business
with the Farmers Exchanges, which we manage but do not own. Centre business operating profit decreased
by USD 82 million to USD 167 million due to reserve strengthening within the disability business. Centrally
Managed Businesses,which largely comprise portfolios that we proactively manage to achieve a profitable
run-off, decreased by USD 14 million to USD 291 million. Gains on commutations and increases in net
investment income were offset by lower premiums and reinsurance commissions as a result of the successful
run-off of these businesses. The result in the rest of Other Businesses benefited from the absence of reserve
strengthening compared with 2006, as well as higher net investment income.

Corporate Functions

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

Net investment income 731 646 13%

Interest expense on debt (1,317) (1,162) (13%)

Business operating loss (810) (772) (5%)

Headquarter expenses, after allocations to operating businesses

and excluding foreign currency impacts (168) (189) 11%

Business operating loss increased by USD 38 million to USD 810 million for the year ended
December 31, 2007. Interest expense on debt increased by USD 155 million due to the one-time costs of
USD 52 million associated with the early redemption of subordinated debt, which was replaced with lower
cost hybrid debt, and due to interest expense on higher net intercompany funding levels. The increase in
interest expense was partially offset by an increase of USD 85 million in net investment income.

Headquarter expenses decreased by USD 21 million as a result of higher allocations to the operating
businesses.
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Investment performance

Performance of
in USD millions, for the years ended December 31

Group investments

2007 2006 Change

Net investment income 8,591 7,899 9%

Net capital gains on investments and impairments 1,498 1,536 (2%)

Net investment result 10,089 9,434 7%

Net investment return on Group investments 5.3% 5.1% 0.2 pts

Movements in net unrealized gains/(losses) on investments 

included in total equity (2,654) (1,555) 71%

Total investment result, net of investment expenses 1 7,435 7,879 (6%)

Average investments 2 191,790 185,371 3%

Total return on Group investments 3.9% 4.3% (0.4 pts)

1 After deducting investment expenses of USD 247 million and USD 265 million for the years ended December 31, 2007 and 2006, respectively.
2 Excluding average cash received as collateral for securities lending of USD 2.8 billion and USD 4.2 billion in the years ended December 31, 2007 and 2006,

respectively.

Total return (net of investment expenses) was 3.9 percent on average Group investments, driven by other
investments and equity securities, for which the total return was 5.9 percent and 5.5 percent respectively.
Debt securities, which are invested to match our liability profiles, returned 3.1 percent.

Total net investment income was USD 8.6 billion, with a return of 4.5 percent, an increase of 22 basis
points compared with 2006. This increase arose mainly from debt securities, with a return of 4.6 percent
compared with 4.4 percent in 2006. Rising interest rates in the euro and Swiss franc markets and higher
dividend income drove the USD 692 million increase, mainly contributed by General Insurance. 

Total net capital gains on investments and impairments were USD 1.5 billion, a decrease of
USD 38 million compared with the prior year. Realized gains on sales of securities of USD 790 million were
USD 127 million less than 2006 largely as result of increased realized losses from the sale of debt securities
at higher interest rate levels. Net gains from market revaluations of USD 708 million were USD 89 million
higher than 2006. Hedge funds and private equity investments were the main drivers, contributing
USD 702 million, a net increase of USD 240 million over 2006. This increase was offset by decreased gains
from equities and increased impairments on equity and debt securities. The net gains from market
revaluations included USD 136 million of impairments, an increase of USD 110 million over 2006. Debt
securities contributed USD 81 million to the 2007 total, while equity securities contributed a further
USD 44 million. 

Net unrealized gains decreased by USD 2.7 billion since December 31, 2006. Net unrealized gains on debt
securities decreased by USD 1.5 billion to a net loss of USD 1.4 billion as interest rates rose across major
markets except in the US during the first part of 2007. Net unrealized gains on equity securities decreased by
USD 1.1 billion mainly due to the realization of USD 1.1 billion of gains following sales in positive markets in
the first half of the year to maintain the desired asset allocation to equities.

Performance of
in USD millions, for the years ended December 31

unit-linked
investments

2007 2006 Change

Net investment income 3,000 2,384 26%

Net capital gains on investments and impairments 4,142 9,203 (55%)

Net investment result, net of investment expenses 1 7,142 11,587 (38%)

Average investments 118,210 104,082 14%

Total return on unit-linked investments 6.0% 11.1% (5.1 pts)

1 After deducting investment expenses of USD 528 million and USD 461 million for the years ended December 31, 2007 and 2006, respectively.

Net investment income on unit-linked investments increased by 26 percent, primarily attributable to
dividends on unit trust equity and short-term securities and a higher average invested asset base. Net capital
gains on investments decreased by 55 percent as a result of negative market revaluations on preferred equity
securities, as a result of comparatively lower rate of market appreciation in the UK, and real estate.



Zurich Financial Services Group  Annual Report 2007 

Letter to Shareholders 2007

13LETTER TO SHAREHOLDERS 2007

Consolidated income statements

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

Revenues

Gross written premiums and policy fees 47,472 46,444

Less premiums ceded to reinsurers 1 (13,197) (5,794)

Net written premiums and policy fees 34,275 40,651

Net change in reserves for unearned premiums (495) (142)

Net earned premiums and policy fees 33,780 40,509

Farmers management fees and other related revenues 2,266 2,133

Net investment result on Group investments 10,089 9,434

Net investment income on Group investments 8,591 7,899

Net capital gains/(losses) and impairments on Group investments 1,498 1,536

Net investment result on unit-linked investments 7,142 11,587

Net gain/(loss) on divestments of businesses 118 (43)

Other income 1,767 1,381

Total revenues 55,163 65,002

Benefits, losses and expenses

Insurance benefits and losses, gross of reinsurance 35,014 33,875

Less ceded insurance benefits and losses 1 (11,636) (3,668)

Insurance benefits and losses, net of reinsurance 23,378 30,207

Policyholder dividends and participation

in profits, net of reinsurance 8,543 12,906

Underwriting and policy acquisition costs, net of reinsurance 7,589 6,980

Administrative and other operating expense 6,214 6,263

Amortization and impairments of intangible assets 302 257

Interest expense on debt 685 608

Interest credited to policyholders and other interest 957 916

Total benefits, losses and expenses 47,668 58,136

Net income before income taxes 7,495 6,866

Income tax expense (1,787) (2,148)

of which:

– attributable to policyholders 83 (416)

– attributable to shareholders (1,870) (1,732)

Net income after taxes 5,708 4,718

Net income attributable to minority interests (83) (98)

Net income attributable to shareholders 5,626 4,620

in USD

Basic earnings per share 39.11 31.71

Diluted earnings per share 38.68 31.53

in CHF

Basic earnings per share 46.88 39.74

Diluted earnings per share 46.37 39.52

1 The Group’s life operations in the UK entered into a reinsurance agreement to transfer the risk associated with a significant annuities portfolio as of January 1,
2007. The initial impact of this transaction was an increase of USD 7.3 billion in premiums ceded to reinsurers and an increase of USD 7.0 billion in ceded
insurance benefits and losses in the Global Life business.
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Consolidated balance sheets

Assets
in USD millions, as of December 31 2007 2006

Investments

Total Group Investments 193,600 195,676

Cash and cash equivalents 13,943 17,438

Equity securities 18,589 18,339

Debt securities 123,762 126,435

Real estate held for investment 7,563 6,921

Mortgage loans 12,718 10,806

Other loans 12,936 12,634

Investments in associates 238 153

Other investments 3,851 2,951

Investments for unit-linked contracts 122,092 114,327

Total investments 1 315,693 310,003

Reinsurers’ share of reserves for insurance contracts 1 26,977 20,108

Deposits made under assumed reinsurance contracts 1,359 2,022

Deferred policy acquisition costs 14,941 13,197

Deferred origination costs 1,003 815

Accrued investment income 2,593 2,654

Receivables 12,846 11,926

Other assets 3,405 3,914

Mortgage loans given as collateral 2,243 2,426

Deferred tax assets 1,678 2,727

Property and equipment 1,972 1,905

Goodwill 1,730 660

Other intangible assets 2,906 2,425

Total assets 389,344 374,781

1 The Group’s life operations in the UK entered into a reinsurance agreement to transfer the risk associated with a significant annuities portfolio as of January 1,
2007. The initial impact of this transaction was a decrease of USD 7.4 billion in total investments and associated other assets and an increase of USD 7.1 billion
in reinsurers’ share of reserves for insurance contracts in the Global Life business.
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Liabilities
in USD millions, as of December 31

and equity

2007 2006

Liabilities

Reserve for premium refunds 625 655

Liabilities for investment contracts 54,485 50,705

Deposits received under ceded reinsurance contracts 1,739 2,375

Deferred front-end fees 5,791 5,395

Reserves for insurance contracts 252,886 241,138

Obligations to repurchase securities 5,370 6,144

Accrued liabilities 2,755 2,676

Other liabilities 20,257 22,802

Collateralized loans 2,243 2,426

Deferred tax liabilities 4,055 4,757

Debt related to capital markets and banking activities 1,663 1,889

Senior and subordinated debt 8,300 7,713

Total liabilities 360,167 348,677

Equity

Share capital 10 10

Additional paid-in capital 10,289 10,448

Net unrealized gains/(losses) on investments 196 819

Cumulative translation adjustment 1,385 823

Net other recognized income and expenses (717) (1,286)

Cash flow hedges (103) –

Retained earnings 17,072 14,102

Common shareholders’ equity 28,132 24,916

Preferred securities 671 671

Shareholders’ equity 28,804 25,587

Minority interests 374 517

Total equity 29,177 26,105

Total liabilities and equity 389,344 374,781
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Consolidated statements of cash flows

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

Cash flows from operating activities

Net income attributable to shareholders 5,626 4,620

Adjustments for:

Net (gain)/loss on divestments of businesses (118) 43

Share of equity in income from investments in associates (13) (85)

Depreciation, amortization and impairments of fixed and intangible assets 515 460

Other non-cash items 310 1,857

Underwriting activities: (3,259) 9,938

Reserves insurance contracts, gross 2,410 5,479

Reinsurers’ share of reserves for insurance contracts 1 (6,407) 966

Liabilities for investment contracts 2,213 4,204

Deferred policy acquisition costs (928) (890)

Deferred origination costs (166) (32)

Deposits made under assumed reinsurance contracts 715 434

Deposits received under ceded reinsurance contracts (1,096) (223)

Investments: (2,589) (14,441)

Net capital gains on investments and impairments (5,640) (10,739)

Net change in trading securities (180) (351)

Sales and maturities

Debt securities 1 70,307 58,544

Equity securities 70,825 46,044

Other (primarily other investments) 32,326 32,115

Purchases

Debt securities (64,227) (61,291)

Equity securities (73,614) (46,191)

Other (primarily other investments) (32,385) (32,572)

Proceeds from sale and repurchase agreements (865) 116

Movements in receivables and payables 350 207

Net changes in debt for capital markets and banking activities (279) (219)

Net changes in other operational assets and liabilities (1,613) (2,370)

Deferred income tax, net 355 514

Net cash provided by/(used in) operating activities (1,580) 640

1 The Group’s life operations in the UK entered into a reinsurance agreement to transfer the risk associated with a significant annuities portfolio as of January 1,
2007. The main initial impact of this transaction were proceeds of USD 6.3 billion from the sale of debt securities, a reduction in cash and cash equivalents of
USD 0.6 billion and an increase in reinsurers’ share of reserves for insurance contracts of USD 7.0 billion.
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in USD millions, for the years ended December 31 2007 2006

Cash flows from investing activities

Sales of property and equipment 274 79

Purchase of property and equipment (338) (280)

Investments in associates, net (73) 243

Acquisitions of companies, net of cash acquired (543) –

Divestments of companies, net of cash balances 58 –

Dividends from associates 5 12

Net cash provided by/(used in) investing activities (617) 54

Cash flows from financing activities

Dividends paid (1,339) (581)

Treasury share transactions (1,669) –

Nominal value reduction of share capital – (276)

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

Issuance of debt 1,898 311

Payments on debt outstanding (1,576) (592)

Net cash (used in) financing activities (2,686) (1,940)

Foreign currency translation effects on cash and cash equivalents 642 1,637

Change in cash and cash equivalents excluding change in cash received 

as collateral for securities lending 1 (4,241) 391

Cash and cash equivalents as of January 1, excluding

cash received as collateral for securities lending 19,302 18,911

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

as collateral for securities lending 15,061 19,302

Change in cash received as collateral for securities lending (1,943) (751)

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

as collateral for securities lending 23,122 23,482

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

as collateral for securities lending 16,936 23,122

Other supplementary cash flow disclosures

in USD millions

Other interest income received 8,519 7,760

Dividend income received 3,136 2,289

Other interest expense paid (1,603) (1,504)

Income tax paid (1,701) (1,342)

Cash and cash
in USD millions, as of December 31

equivalents

2007 2006

Cash and cash equivalents comprise the following:

Cash at bank and in hand 5,567 4,912

Cash equivalents 9,492 14,389

Cash held as collateral for securities lending 1,877 3,820

Total 16,936 23,122












