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Profit
+43 %
2007 1368 cHFm
2006 954 cHFm

Return on equity

+35.9 ppts

2007 18.1%
2006 12.2%
Growth
+10%

2007 24.2 cHFbn

2006 22.1 cHFbn

Operating expense ratio

-0.6 ppts

2007 6.6 %

2006 7.2%

Employee commitment

+4 Points

2007 77 index points

2006 73 index points

In its anniversary year Swiss Life generated a record

result, paving the way for a successful future.

Profit | With a net profit of CHF 1368 million, Swiss Life sur-
passed its 2008 profit target of CHF 1 billion already in 2007.

Return on equity | Return on equity came to 18.1%, above the
10% level as in previous years.

Growth | Swiss Life’s growth momentum continued with pre-
mium income climbing 10% to CHF 24.2 billion.

Efficiency | Swiss Life sustainably improved its cost situation by
reducing the operating expense ratio of its insurance business
by around 10% to under 7% within 5 years.

Leadership | Employee commitment continued to rise. The val-
ue ascertained for job satisfaction and employees’ identification
with the company came to 77 of 100 possible index points, thus

steadily approaching the 80 point target.



Strategy and Markets

Swiss Life made great progress in implement-
ing its pensions leadership strategy and
achieved many of its targets earlier than
expected. The company will continue on its
successful course and has defined new, am-
bitious goals.
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Results and Course of Business

At CHF 1368 million, the net profit is the
highest in the company’s 150-year history.
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Other Success Factors

Employee satisfaction and comprehensive
risk management are essential requirements
for sustainable success.
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Corporate Governance

Swiss Life ensures the implementation of
responsible, transparent and risk-aligned

corporate governance.
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Extract from the Financial
Statements

The audited figures are transparent and

facilitate comparisons.

Page 56-65

Swiss Life at a Glance | The Swiss Life Group is one of Europe’s

leading providers of life insurance and pension solutions. The
company offers individuals and companies a broad range of
products combined with comprehensive advice through its own
sales force as well as brokers and banks in Switzerland, France
and Germany. It provides internationally operating corpora-
tions with employee benefits solutions from a single source, and
is among the global leaders in structured life and pension prod-
ucts for high net worth individuals.

Swiss Life is the majority shareholder of the Hanover-based
AWD Group, one of Europe’s top financial services providers
for the medium- and high-income customer segments. AWD
offer its clients independent financial advisory services. It
employs over 6300 financial consultants in ten European coun-
tries.

Swiss Life Holding, registered in Zurich, was founded in 1857 as

Schweizerische Rentenanstalt. The shares of Swiss Life Holding
are listed on the SWX Swiss Exchange (SLHN). The
Swiss Life Group employs a staff of around 9000.



D Swiss Life/ AWD . Swiss Life

. AWD

Insurance Switzerland

In its home market Switzerland, Swiss Life is
the clear leader in the area of pensions and
long-term savings.
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Insurance France

Thanks to its private insurer concept,
Swiss Life generated profitable growth in

France.
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Insurance Germany

In Germany Swiss Life is the leading special-
ist in occupational disability coverage and a
successful provider of innovative pension

products for individuals.
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Insurance Other

The cross-border business in Liechtenstein
and Luxembourg is expanding rapidly.
Swiss Life’s portfolio of products and ser-
vices sold from these countries address the
requirements of both high net worth individ-

uals and international corporations.
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AWD

The partnership with AWD opens up addi-
tional distribution capabilities and acceler-
ates international growth.

Page 12-13




Each human being is unique. No two sets of wish-
es and visions or life histories are the same. Natu-
rally, then, perspectives are never absolute; they are
always shaped by a certain point of view. They can
open up new dimensions, depending on the angle
taken. And because life never stops moving, per-
spectives change.

Swiss Life is committed to helping people create a
financially secure future. For life. The company
aims to give each individual customer an appropri-
ate financial perspective.



Based on this strong result, the
Board of Directors will propose
an increase in the profit distribu-
tion from CHF 7 to CHF 17 per
share.

We want to position Swiss Life as
the leading specialist for life
insurance and pension solutions
and to accelerate its growth.

Letter from the Chairman of the Board of Directors 2

DEAR SHAREHOLDERS | 150 years of Swiss Life! In its anniversary year, your company
achieved a very good result despite all the turbulences on the financial markets. The net
profit of CHF 1368 million is equivalent to CHF 39.60 per share. Based on this strong re-
sult, the Board of Directors will propose an increase in the profit distribution from CHF 7
to CHF 17 per share to the General Meeting of Shareholders on 8 May 2008. A prominent
feature of the year 2007 was Swiss Life’s 150th anniversary. The various activities organised
under the recurring theme “Perspectives for people” gave me the opportunity to forge nu-
merous valuable contacts with customers, employees and business partners. In many en-
counters I sensed the strong personal ties these people have with Swiss Life. This has rein-

forced my conviction that Swiss Life is a company with a very promising future.

The anniversary year saw great progress in the implementation of our strategy and the
achievement of a significant part of our targets originally set for 2008. In the past year, the
Board of Directors therefore focused predominantly on developing the strategy and setting
the future course. Reassessing the strategy, we were confirmed in our view that pensions and
long-term savings will remain a long-term growth market and thus an attractive business
field. We have therefore decided to systematically pursue the chosen strategic course. We
want to position Swiss Life as the leading specialist for life insurance and pension solutions
and to accelerate our growth. The core focus of our activities will remain the same, as ex-
pressed in our mission statement: “We are committed to helping people create a financially
secure future. For life.” Swiss Life takes care of people’s pension needs not just before, but
also after retirement. We will seize growth opportunities in our existing markets, in interna-
tional business and in attractive growth markets, building on a more function-oriented

management structure to further enhance efficiency and Group-wide cooperation.

In the fourth quarter of 2007 we benefited from the highly attractive market conditions to
optimise our business portfolio for this next stage of development. We decided to sell our
insurance operations in the Netherlands and Belgium as well as Banca del Gottardo. These
two transactions announced in November 2007 are expected to generate a profit contribu-
tion of around CHF 1.8 billion. CHF 300 million of this was already included in the finan-
cial statements for 2007. In December 2007 we took a further step towards accelerated prof-
itable growth by announcing a partnership with AWD. AWD is a successful European
financial services provider with a strong distribution network in Germany, Austria and
Switzerland, a promising position in the growth markets of Central and Eastern Europe, and
operations in the United Kingdom. The Board of Directors is convinced that financial
services providers such as AWD, who offer independent advice to clients, will in future play
an increasingly important role in the distribution of life insurance and pension products.
This partnership is therefore very significant for us in view of our multi-channel distribu-
tion concept. In January 2008, Swiss Life made a bid to all AWD shareholders, offering to
buy their shares for EUR 30 each. After expiry of the acceptance period in mid-March 2008,
Swiss life holds approximately 86% of AWD’s shares. As majority shareholder, Swiss Life will
plan the next steps in this forward-looking cooperation together with AWD. As a result of
these corporate transactions, Swiss Life is now extremely well placed to meet its strategic
targets. Naturally, we are monitoring the market closely and assessing further carefully

targeted acquisition options, giving priority to our principal markets.
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Our financial targets up to 2012 underscore our commitment to profitable growth and the
efficient use of capital. We aim to boost the earnings per share by at least 12% a year. The re-
turn on equity should come to above 12% each year. Active capital management is a further
key element of the strategy. We will be conducting a share buy-back programme up to
CHF 2.5 billion and are counting on a profit distribution of at least CHF 600 million for
2008. From the financial year 2009 onwards, we will annually propose a distribution to
shareholders of between 40% and 60% of the reported profit.

In parallel to the realignment of the strategy, the Board of Directors also took measures to
assure continuity at top executive level and on the Board of Directors. I decided last year to
relinquish my function at Swiss Life in 2010 to enable a rejuvenation process at the top of
the company. It is the Board of Directors’ and my personal wish that Rolf Dérig, who has
been leading Swiss Life with great success as Group CEO since November 2002, be appoint-
ed Chairman of the Board as my successor. Thus the election of Rolf Dérig to the Board of
Directors will be proposed to you already at the General Meeting on 8 May 2008. It is
planned that Rolf Dorig will assume the position of Delegate of the Board of Directors un-
til my departure. His key responsibilities will involve strategy development and overseeing
strategy implementation. It is further planned that, following Rolf Dérig’s election to the
Board of Directors, Bruno Pfister will be appointed Group CEO. Bruno Pfister has been with
Swiss Life since August 2002, initially as Group Chief Financial Officer and, since 1 Janu-
ary 2006, as CEO International. I am convinced that he will ensure the continuation of
Swiss Life’s success story. The Board of Directors also decided to boost the international
component in the Corporate Executive Board by including the national CEOs of France and
Germany, Jacques Richier and Manfred Behrens. With their specific knowledge and their

personality, they will no doubt prove an ideal addition to the Corporate Executive Board.

Besides strategic and personnel matters, the Board of Directors was also strongly concerned
with the extension of Swiss Life’s risk management framework in 2007.

I would like to thank all those who have contributed to the successful development of our

company and who have placed and continue to place their trust in us.

7’7

BRUNO GEHRIG | Chairman of the Board of Directors

Bruno Gehrig



The successful implementation of
our strategic priorities of growth,
efficiency and leadership led to
this very good result.

Letter from the Group Chief Executive Officer 4

DEAR SHAREHOLDERS | The Swiss Life Group generated the best result of its 150-year
history in 2007, with a net profit of CHF 1368 million. Adjusted for the profit contribution
of around CHF 300 million from the dissolution of reserves following a change in Dutch
law, the figure came to CHF 1064 million. Thus we already achieved our 2008 profit target
of CHF 1 billion in 2007. The return on equity stood at 18.1%, thereby continuing to exceed
the 10% level as in previous years. The successful implementation of our strategic priorities
of growth, efficiency and leadership led to this very good result, despite the decline in the

financial result vis-a-vis the previous year.

Of the profit from operations amounting to CHF 1706 million, CHF 650 million was gen-
erated in Switzerland, CHF 324 million in France, CHF 65 million in Germany and
CHEF 93 million by Investment Management. The contribution to profit from operations by
the units sold in the Netherlands and Belgium came to CHF 471 million, around
CHF 300 million of which stemmed from the dissolution of reserves mentioned above.
Banca del Gottardo turned in a good performance, which was reflected in its segment result
of CHF 168 million.

The positive trend in premium growth was maintained. The overall premium volume of
CHEF 24.2 billion for the Swiss Life Group represented 10% growth over the previous year.
The Swiss business made an important contribution to these figures. In our home market
we continued to expand our leadership position with premiums growing 11%, which was
above the market average, to stand at CHF 8413 million. The company in Liechtenstein, spe-
cialising in structured pension solutions for high net worth individuals, recorded a verita-
ble growth surge. The previous year’s premium growth of CHF 646 million to CHF 2786 mil-
lion included the acquisition of the Liechtenstein company CapitalLeben, which was fully
consolidated from the end of March 2007, and the consistently strong organic growth.
France showed a decline of 10% with premium income at CHF 7411 million, but adjusted for
the sale of the ERISA companies, the growth rate of 6% outperformed the market. In Ger-
many, the premium volume advanced by 2% to CHF 2158 million. In the Netherlands,
Swiss Life acquired further autonomous pension funds as customers, raising the premium
income by 21% to CHF 2302 million. In Belgium and Luxembourg, premium income de-

clined due to special situations.

A very good overall result was achieved, although the financial result on assets held for own
risk was, at CHF 4885 million, 8% or CHF 422 million lower than in the previous year. This
was a consequence of the negative development on the international financial markets since
the middle of 2007. Direct investment income increased 25% to CHF 4627 million, but - in
contrast to the previous year’s net capital gain of CHF 783 million - there was a net capital
loss of CHF 218 million. Direct and indirect investments in subprime US mortgages total
CHEF 83 million overall, which represents less than 0.1% of overall investments. Swiss Life is,
therefore, not directly affected by the crisis on the US mortgage market. However, for the
2007 accounts, we decided to completely write off positions vulnerable to a further aggra-
vation of the liquidity situation brought on by all the market turbulence. This reduced the
net profit by CHF 72 million. We made further efficiency gains in 2007. Despite the premi-
um growth of 10% we were able to reduce our operating costs by a further 2%. Stringent cost
management will continue to be a top priority for us. Swiss Life has a solid financial base

for the next development stage. Shareholders’ equity amounted to CHF 7277 million on
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31 December 2007. Because of the negative trend in unrealised gains on investments, it was
slightly below the previous year’s level. The solvency margin of the Swiss Life Group came
to 162% on 31 December 2007.

Employee commitment increased further. The value determined in the annual survey for job
satisfaction and employees’ identification with the company rose by another four points,
from 73 to 77 index points, thus moving closer to the target of 80. Commitment has risen
by 16 points since the first time it was measured in 2004. To enable this positive trend to
continue, we have systematically expanded the training and development measures available

to employees, and above all to managers.

With the progress we have achieved and our strategic focus, Swiss Life is well positioned for
the next growth surge. The strategic directions defined in 2007 will lead to further gains in
Swiss Life’s attractiveness to customers, shareholders and employees. The focus will be
placed even more sharply on our strengths in the area of pensions and long-term savings. To
respond still better to customers’ requirements we are stepping up product management.
With AWD, we can expand our multichannel distribution capability in existing markets and
tap into attractive growth markets. The new financial objectives underscore our commit-

ment to profitable growth and the efficient use of capital.

Itis a great honour and pleasure for me to be given the opportunity to continue my work at
Swiss Life over the long term. In my new role as Delegate of the Board of Directors, I will pri-
marily be responsible for strategy development and for overseeing strategy implementation,
and will work closely with the Chairman of the Board of Directors, Bruno Gehrig, and with
Group CEO, Bruno Pfister.

I wish to thank all employees very much for their commitment and contribution to
Swiss Life’s progress. For myself and on behalf of my colleagues on the Corporate Executive
Board, I would like to extend my thanks to Bruno Gehrig and the members of the Board of
Directors for the confidence shown in us and the constructive cooperation over the past
years. I am convinced that we have laid the groundwork for Swiss Life to enjoy a very
successful future.

|1y

ROLF DORIG | Group Chief Executive Officer

Rolf Dorig
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Strategy and Markets | Privately funded pension
solutions will gain markedly in importance. Given
the demographic trend and the condition of the
state pension systems, this applies to both western
industrial nations and emerging markets which have
not built up their pension systems yet. Swiss Life has
become a focused European life insurer in recent
years and is excellently positioned to substantially
benefit from this growth. It is the only leading inter-
national player in Switzerland, France and Germany
that concentrates on life insurance and pension
solutions.

Picture 1 | André Collomb was on humanitarian missions for the ICRC for 15 years.
Picture 2 | Today he heads up a dedicated Swiss Life team in Geneva.

Picture 3 | He is determined to continue achieving ambitious targets.






“I would achieve nothing without my team.”

He visited Nelson Mandela in prison. He saw the
fighting in the Balkans war and became familiar
with many other crisis zones around the world.
Working for the ICRC, he bore the responsibility
for over 1000 co-workers under severe physical and
psychological conditions. After 15 years, he decid-
ed to place his knowledge and skills at the dispos-
al of the business world. Today, as Head of Swiss
Life’s “Geneve Rive Droite” General Agency, André
Collomb sees surprising parallels to his former ac-
tivities. “It’s a fact that business problems have to
be approached in a similar way to humanitarian
ones. In both cases, it’s a matter of finding the best
poss1ble solution under the given circumstances,”
he says with conviction. Becoming a dedicated
businessman, however, does not mean he has lost
his humanitarian inclination. The hard school
of life and his wealth of experience still help
him achieve ambitious targets. He is, for example,
determined to ensure that disabled people in
Western Switzerland are provided with adequate
long-term financial security.
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Swiss Life made great progress in imple-
menting its pensions leadership strategy and achieved its
targets sooner than expected in many areas. The company will
continue along this path. Swiss Life wants to position itself
as a leading provider of life insurance and pension solutions,
and to accelerate its pace of growth.

Swiss Life has progressed greatly in terms of its strategic directions of growth, efficiency and
leadership and, in many areas, attained the goals it set for 2008 one year earlier than planned.
The Swiss Life Group posted an above-average increase in gross written premiums, with pre-
mium income coming to CHF 24 billion in 2007. Swiss Life sustainably improved its cost
situation by reducing the expense ratio from approximately 10% to under 7% over a five-year
period. Employee commitment climbed steadily from 61 out of 100 index points in 2004 to
77 index points in 2007. Thanks to these developments, Swiss Life surpassed its 2008 prof-
it target of CHF 1 billion already in 2007. The company has also exceeded its 10% return on
equity target annually since 2004.

Life expectancy is on the rise, whereas the birth rate is falling. Populations are getting old-
er. This demographic trend poses a major challenge to state pension systems, with the num-
ber of pensioners rising and the number of people in gainful employment sinking. This
trend will be accelerated in the near future when the generation of baby boomers retires.
Whoever wants to ensure that they are sufficiently and securely provided for after retirement
or in the event of disability must give the matter some thought and put the right measures

in place well in advance.

Swiss Life wants to continue along its chosen path and to carve out an even stronger posi-
tion as the leading provider of life insurance and pension solutions. The company plans to
continue to accelerate growth and to boost its profitability. Therefore Swiss Life made some

landmark decisions in the 2007 financial year.

In December 2006 Swiss Life announced the takeover of CapitalLeben, a Liechtenstein-based
company specialising in structured life insurance solutions, and finalised this transaction
in March 2007. As planned, the company was merged with Swiss Life (Liechtenstein) AG
on 1 October 2007.

In March 2007 Swiss Life communicated that it was selling its majority stakes in the French
companies ERISA and ERISATARD to HSBC France. The sale, which was concluded on mar-
ket terms, enhances Swiss Life’s strategic and financial flexibility in the French market with
respect to the focus on profitable growth and high net worth individuals. Swiss Life exer-
cised this flexibility early on by acquiring the banking and asset management business of
Banque Privée Fideuram Wargny from VIEL & Cie. and taking over Meeschaert Assurances,
a subsidiary of the French Meeschaert Group.



In November 2007 Swiss Life announced the sale of Banca del Gottardo and its Dutch and
Belgian insurance business. The sale of the bank to the Ticino-based company BSI was com-
pleted in March 2008. The reason for the sale of the Dutch and Belgian business was that
Swiss Life believed that it would not have been possible to independently attain a sustain-
ably profitable market position without significant investment and within a reasonable

period of time. The sale will be closed in the second quarter of 2008.

However, what stands out most in terms of acquisitions in the year under review is the trans-
action announced in December 2007, namely, the public tender offer for shares in the Ger-
man firm AWD Holding AG. With AWD, the biggest independent financial services provider
in Europe, Swiss Life can consolidate its distribution network and extend its options with
respect to customer proximity. In addition, it provides access to growth markets in Central
and Eastern Europe, and Austria. Moreover, the partnership enables Swiss Life to accelerate

its growth in Germany and to strengthen its leading market position in Switzerland.

Following the operational progress and the strategic adjustments made in 2007, Swiss Life

is very well positioned to accelerate growth and further enhance its profitability.

In its home market, Switzerland, Swiss Life remains the market leader in the area of private
and occupational pensions. Approximately one million people are insured with Swiss Life,
either directly or through their employer. By focusing on reliability and high quality servic-
es, the company clearly distinguishes itself from its competitors. In France Swiss Life has
steadily improved its standing in recent years. The company is the preferred alternative to
large national providers, especially for high net worth individuals. Another advantage is
Swiss Life’s well diversified distribution network. Partnerships with private banks and inde-
pendent asset managers contribute greatly to profitable growth. In Germany Swiss Life is
one of the preferred partners among insurance brokers due to its professional competence
and high service quality standards. Through its partnership with AWD, Swiss Life can ex-

ploit its potential even better in the long term.

In cross-border private placement life insurance Swiss Life is already the number two in the
world, although it has only been operating in this segment for the last three years. From its
locations in Liechtenstein, Luxembourg and Singapore, the company offers tailored con-
cepts for high net worth individuals, combining individual asset management with attrac-

tive pension planning solutions.

The Swiss Life Network specialises in employee benefits solutions for international corpo-
rations. The network is made up of 50 partners and serves 423 multinational companies in

over 70 countries and regions.
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Based on these strong, sustainable and extendable market positions, Swiss Life can drive for-
ward its pensions leadership strategy in coming years. Its promise to customers remains
unchanged: “Swiss Life is committed to helping people create a financially secure future. For
life.” The company wants customers, investors and employees to regard it as the first choice
provider for life insurance and pension products. Whoever thinks of financial security for
old age should first think of Swiss Life. The company concerns itself with the pension needs
of people, not just before, but also after retirement. Swiss Life is focusing on growth oppor-
tunities in its existing markets, in international business and in attractive growth markets,
and is establishing a functional management structure to further enhance efficiency and co-

operation within the Group.

FOCUS ON PENSIONS AND LONG-TERM SAVINGS | The focus on pensions and long-
term savings involves strongly accentuating attractive customer segments, strengthening

product management and optimising the diversity of the distribution channels.

Swiss Life is concentrating on the pension needs of the population before and after retire-
ment, and intends to more actively address the requirements of customers who are due to
retire shortly or have already retired. In addition, the customer segment of affluent private
individuals or high net worth individuals is becoming increasingly important. To respond
even better to customer requirements, the company is reinforcing its product management.
As regards new business, the product portfolio will move away from traditional products
with fixed guarantees towards new products with either variable or no guarantees. Such
products offer customers higher potential returns, on the one hand, and tie up less risk cap-
ital, on the other. Furthermore, Swiss Life intends to shore up its distribution capability
with a multi-channel distribution concept. Swiss Life has already built up a well diversified
distribution network in France. It distributes its products via proprietary channels and tied
agents, has established very strong relationships with brokers and independent financial
consultants, and cooperates with various private banks. The company aims to diversify its
distribution resources in Switzerland and Germany. In view of this and the growing signif-
icance of independent consultation services in the sale of pension products, which is also
expected to persist in the future, Swiss Life decided to acquire a majority interest in AWD.
In addition, Swiss Life is seeking to improve its sales in Switzerland and Germany by coop-

erating with banks. Products in all markets will also be sold via the internet.

FOCUS ON GROWTH OPPORTUNITIES | Swiss Life wants to seize growth opportunities
more systematically in its existing markets, in international business and in attractive
growth markets. The company believes that the greatest potential lies in the area of cross-
border business in structured pension solutions for high net worth individuals. With its
presence in Liechtenstein and Luxembourg, Swiss Life is excellently positioned in the rapid-
ly growing global market for private placement life insurance. In March 2008 Swiss Life
opened a branch in Singapore, permitting it to access the attractive Asian market more
easily. Swiss Life expects the volume of premiums in this sector to increase from around
CHEF 3 billion in 2007 to between CHF 8 and 10 billion in 2012.



Flexible products with variable guarantees (variable annuities) represent another cross-bor-
der business segment with outstanding growth potential. Swiss Life distributes these prod-
ucts among various countries from a central product platform in Luxembourg. Variable
annuity products offer customers an optimal combination of traditional insurance and
modern investment products. The employee benefits solutions offered by international
companies also fall under cross-border business. In order to fully tap into these business
opportunities, the Swiss Life Network and its existing corporate business in Luxembourg

were merged into the Corporate Solutions business unit.

Moreover, Swiss Life intends exploiting opportunities in its existing markets through acqui-

sitions. New markets will be mainly targeted via joint ventures and partnerships.

FOCUS ON FUNCTIONAL OPTIMISATION | Swiss Life will further boost efficiency and
effectiveness within the organisation through increased functional management. Following
the noticeable rise in efficiency achieved in individual markets in recent years, the company
is now creating Group-wide synergies. The German and French CEOs are joining the
Corporate Executive Board and will assume additional responsibilities involving key Group
functions. This ensures that market-based decisions can be made while taking into account
all the interests within the company, thereby laying the foundations for cooperation between
the various countries. Swiss Life expects to generate additional efficiency gains of CHF 50
to 100 million by 2012.

Management structure as of May 2008

Board of Directors

Bruno Pfister
Group Chief Executive Officer

t——— General Counsel

Group Communications
Group Product Management

—— Group Human Resources

Paul Mdller Jacques Richier Manfred Behrens AWD
CEO Switzerland CEO France CEO Germany
Switzerland France Germany
Private Placement Variable Annuities
Life Insurance platform
Patrick Frost Corporate Solutions Payment protection
+— Group Chief insurance

Investment Officer

Reto Himmel
t— Group Chief Technology
& Operations Officer

Thomas Miller
L—| Group Chief Financial &
Risk Officer
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FOSTER COMMITMENT | Employee commitment is the key to attaining the company’s
ambitious goals. Swiss Life wants to greatly strengthen the performance culture within the
organisation, especially with regard to customer orientation and innovation. This will be
based on an incentive system which focuses on value drivers relevant to the strategy. The
competencies of employees will be systematically recorded and enhanced by means of train-
ing and development measures. In this way, Swiss Life intends to improve its standing in the
labour market and to enhance its ability to attract, develop and retain talented staff. Staff
commitment - a combination of job satisfaction and identification with work - will contin-

ue to be measured in annual surveys. Swiss Life’s target is 80 out of 100 index points.

A key component of strategy is active capital management. The capital structure is designed
by taking into account economic criteria, the regulatory framework and specifications relat-
ing to technical ratings. The aim is to achieve a balanced maturity structure of outstanding
liabilities on the capital market. Developments with regard to innovative risk transfer solu-
tions are incorporated into the capital management decision-making process. The aim of
these measures is to increase the profit distribution to shareholders. Once the announced
sales have been closed, Swiss Life plans to launch a share buyback programme of up to
CHEF 2.5 billion.

The new financial goals underscore the company’s commitment to profitable growth and
the efficient deployment of capital. Swiss Life has set itself the goal of increasing its earn-
ings per share by an annual rate of at least 12% up to 2012, and to achieve a sustainable
return on equity of 12% or more. Every year 40% to 60% of the profit is to be distributed to

shareholders.
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Results and Course of Business | The Swiss Life
Group achieved a very good result in 2007 and set
the course for a successful future. The net profit of
CHF 1368 million is the highest in the history of the
company. Due to the sale of its Dutch and Belgian
operations and of Banca del Gottardo announced
in November 2007, the summary of the results and
course of business is geared to the continuing oper-
ations in Switzerland, France, Germany and the
cross-border activities conducted from Liechten-
stein and Luxembourg.
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Summary of Group Results

Inits 150th year of operation,
the Swiss Life Group generated a net profit of CHF 1368 million,
the highest in its history.

After allowing for CHF 23 million for minority interests, CHF 1345 million is available for
the shareholders of Swiss Life Holding. This translates into (diluted) earnings per share of
CHF 39.60 and a return on equity of 18.1%. Adjusted for the profit contribution from a
reserve release of around CHF 300 million due to a change in Dutch law, the profit amount-
ed to CHF 1064 million and the return on equity to 14.3%. The overall premium volume
came to CHF 24.2 billion. Embedded value rose by 20% to CHF 12.8 billion.

PROFIT FROM OPERATIONS UP 11% | The profit from continuing operations was raised
by 11% to CHF 1013 million, to which the Swiss insurance segment contributed the largest
share amounting to CHF 650 million. Despite a distinctly lower financial result, the Swiss
segment managed to maintain the profit level of the previous year. Insurance operations in
France generated a segment result of CHF 324 million, an increase of 54% against the year
before. Comparability with the previous year was, however, influenced by the sale of the
ERISA companies. Without this one-off effect, the French segment reported a 32% profit
increase to CHF 187 million. For insurance operations in Germany, Swiss Life posted a
segment result of CHF 65 million. As two special effects burdened the 2007 figures to the
amount of roughly CHF 40 million, the segment result receded by CHF 19 million despite
the operational advances achieved. The Insurance Other segment, which comprises the
Liechtenstein and Luxembourg locations, generated a segment result of CHF 8 million, in
contrast to the loss of CHF 3 million posted in 2006 due to the losses incurred on the sale
of the Italian business. In the Investment Management segment, Swiss Life boosted its
result from CHF 50 million to CHF 93 million thanks to higher returns and the transfer
from the insurance sector of the investment company in Germany responsible for asset
management. The result of the segment Other, comprising primarily financing and holding
companies, and the eliminations offset one another. Overall, continuing operations

achieved a net profit of CHF 726 million, up 26% against the previous year.

The profit contribution by discontinued operations amounted to CHF 642 million. The
increase compared to 2006 was due to the significantly higher result from the discontinued
insurance segment. This result rose from CHF 144 million to CHF 471 million owing to the
above-mentioned release of a reserve position of around CHF 300 million. The segment
profit of the sold banking business came to CHF 168 million.



Gross written premiums, policy fees MAINTAINING GROWTH MOMENTUM | In continuing operations, the gross premiums,
and deposits received by country policy fees and deposits received under insurance and investment contracts amounted to
Total 100% CHEF 21.2 billion, which represents an increase of 9% year on year.
7
° At CHF 389 million, policy fees from insurance and investment contracts remained in line
1 with the previous year’s result. The rise in Liechtenstein and Germany was neutralised by the

drop in France resulting from the sale of the ERISA companies. Fee income from asset man-

N agement and other commission income came to CHF 196 million, remaining on a par with
3 the previous year.
5 Key figures for the Swiss Life Group
1 Switzerland 35% In CHF million 2007 2006 +/-%
2 France 31% Gross written premiums, policy fees and deposits received 24170 22 064 9.5%
3 Germany 9% Net earned premiums and policy fees 13705 12673 8.1%
4 Luxembourg 2% Asset management and other commission income 196 198 -1.0%
5 Liechtenstein 11% Financial result (without share of results of associates) 4923 5364 -8.2%
6 Netherlands 9% Otherincome 147 -16 n.a.
Belgi 3%
7 Belgium 3% Total income 18971 | 18219 41%
Net insurance benefits and claims -13 268 -12012 10.5%
Policyholder participation -1746 -2143 -18.5%
Interest expense -455 -722 -37.0%
Operating expenses -2489 -2432 2.3%
Total expenses -17 958 -17 309 3.7%
Financial result Profit from operations 1013 910 11.3%
In CHE million Net profit 1368 954 43.4%
Equi 7334 7 851 -6.6%
10000 e >
Insurance reserves 121 829 153 800 -20.8%
Assets under management 121167 205 490 -41.0%
8000 — Assets under control 138946 214 041 -35.1%
& Return on equity (in %) 18.1 12.2 48.4%
Sy B9
6000 — § = Number of employees (full-time equivalents) 8556 8693 -1.6%
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Summary of Group Results

SATISFACTORY FINANCIAL RESULT | The financial result from investments held at own
risk in continuing business receded by 3% to CHF 4.2 billion. In terms of direct income,
Swiss Life benefited from rising interest rates and higher hedge fund and dividend distribu-
tion. The direct investment return was 4.1% (2006: 3.3%). Taking into account asset changes
relevant to the income statement and asset management costs, the net investment return
came to 3.7% (2006: 3.9%). Whereas in 2006 Swiss Life had realised net capital gains of
CHF 783 million, it posted a net capital loss of CHF 218 million for 2007. This was attrib-
utable to the negative trend on the international financial markets since the middle of 2007.
Swiss Life is not directly affected by the crisis on the US mortgage market. However, for the
2007 accounts, it decided to completely write off positions vulnerable to a further aggrava-
tion of the liquidity situation brought on by all the market turbulence. The total investment
return of 1.0% also includes the asset changes directly reflected in equity. The rise in inter-

est rates had a negative impact on the total investment return.

EFFICIENCY AGAIN ENHANCED | Insurance benefits and changes in the mathematical
reserve rose by 10% to CHF 13.3 billion, mirroring the business growth. Owing to the lower
financial result, policyholder bonuses declined by 19% to CHF 1.7 billion. Interest expense
(excl. borrowing costs) decreased by 37% to CHF 455 million, mainly as a consequence of the

sale of the ERISA companies.

Operating costs were reduced by a further 2% in spite of the vigorous growth. In Switzer-
land, they were pushed back by a full 7%. At Group level, the operating expenses climbed to
CHEF 2.5 billion, a 2% increase against the previous year. This increase is due primarily to
overall growth and the effect of the rising euro. Tax expenses totalled CHF 122 million,
down CHF 104 million on 2006 because of tax rate cuts in Germany and Switzerland and

changes with regard to tax-privileged financial gains.

SOLID CAPITAL BASE | On a comparable basis, liabilities from insurance operations
advanced in line with growth and the course of business by 11% to CHF 121.8 billion. In
2007, shareholders’ equity decreased by 4% to CHF 7.3 billion. The hike in interest rates led
to a reduction in the revaluation reserves for bonds. For the same reason, the core capital
declined by 21% to CHF 11.6 billion. Owing to the sale of the ERISA companies, the overall
balance sheet total fell from CHF 187.0 billion to CHF 179.8 billion. The solvency ratio,
calculated according to the new regulations issued by the Federal Office of Private Insur-
ance, came to 162% (2006: 194%). Total assets from continuing business controlled by the
Swiss Life Group amounted to CHF 138.9 billion.
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Swiss Life adjusted its segment structure
following the sale of its insurance business in the Netherlands
and Belgium and of Banca del Gottardo. Continuing insurance
operations have been broken down by country and the areas
sold are shown separately. The result for continuing segments rose
12% from CHF 969 million to CHF 1086 million.

Following the disposals of the Dutch and Belgian insurance business and of Banca del Got-
tardo, which were announced in November 2007, Swiss Life adapted its reporting to reflect
the new situation in accordance with the accounting principles. Continuing insurance
operations have been broken down into Insurance Switzerland, Insurance France, Insurance
Germany and Insurance Other. Insurance Other comprises the results of the countries of
Liechtenstein and Luxembourg. Two further segments are Investment Management and
Other, the latter containing the financing and holding companies. The areas whose dispos-
al the company had announced in the period under review will remain fully consolidated in
the statements until the respective transactions have been finalised. They are, however, dis-
closed separately and broken down into insurance and banking. To facilitate a year-on-year

comparison, the previous year’s figures are also shown in accordance with the new structure.

In 2007 Swiss Life achieved a total segment result of CHF 1086 million for continuing
operations, which represents a 12% increase on the previous year. Insurance Switzerland con-
tributed 60% to this figure, Insurance France 30% and Insurance Germany 6%. Gross writ-
ten premiums for continuing operations climbed 9% to CHF 21.2 billion. Approximately
40% of the premiums were written in Switzerland, 35% in France, 10% in Germany and 15%
in Liechtenstein and Luxembourg, which mainly conduct cross-border business. The French
result still includes premium income from the ERISA companies which were sold during the
period under review. Without these companies’ contribution, the premium income for con-

tinuing operations amounted to CHF 19.3 million in 2007.

In its Discontinued Insurance segment, Swiss Life generated a result of CHF 471 million and
gross premium income of around CHF 3.0 billion. The CHF 327 million increase in the seg-
ment result is due primarily to a dissolution of reserves amounting to roughly CHF 300 mil-

lion following a change in Dutch law.



21

Business Review 2007
Results and Course of Business

Segment Reporting

INSURANCE SWITZERLAND | In Switzerland Swiss Life achieved a segment result of
CHF 650 million. With premium growth clearly above the market average and additional
advancements in efficiency, Swiss Life reinforced its leading position in its home market,
increasing its market share from 28% to 29%. Swiss Life grew its gross premium income by
11% to CHF 8413 million. This positive development is attributable to group insurance
operations, especially the high level of new business. The segment result could not improve
on the previous year’s very impressive figure because the financial result fell. With regard to
direct income, Swiss Life benefited from rising interest rates and higher hedge fund and div-
idend distribution by stocking up its bond portfolio. Realised and unrealised capital gains
declined in the second half of the year because of the crisis which hit the international

financial markets.

Insurance benefits, including changes in insurance reserves, rose by 14% to CHF 8758 mil-
lion. The increase is primarily due to higher income from savings premiums in group insur-
ance. The amount allocated to the reserves for policyholder bonuses receded due to the
considerably lower financial result. Operating costs decreased by 7%. This development is
primarily due to the efficiency gains achieved from the successful integration of «La Suisse»

and the measures implemented to simplify the systems landscape in individual insurance.

In 2007 Swiss Life continued its pricing policy aimed at sustainably improving profitabili-
ty, thereby increasing the value of new business. One of the company’s forward-looking
product innovations is Swiss Life VitalityPlus: a unit-linked insurance financed by periodic
premiums which offers policyholders the option to waive death coverage in order to receive
higher savings premiums. It is available as both a tax-qualified (pillar 3a) or non tax-quali-
fied (pillar 3b) product. In 2008 Swiss Life will pave the way for and begin its partnership
with AWD, through which it expects to enhance its market penetration, especially in the
younger customer segment, and continue to drive growth in the unit-linked products busi-

ness.

Key figures for Insurance Switzerland

In CHF million 2007 2006 +/-%
Gross written premiums, policy fees and deposits received 8413 7 611 10.5%
Net earned premiums and policy fees 8200 7373 11.2%
Asset management and other commission income 38 62 -38.7%
Financial result (without share of results of associates) 2556 2767 -7.6%
Otherincome -24 -26 -7.7%
Total income 10770 10 176 5.8%
Net insurance benefits and claims -8758 -7719 13.5%
Policyholder participation -458 -864 -47.0%
Interest expense -133 -136 -2.2%
Operating expenses -771 -800 -3.6%
Total expenses -10120 -9 519 6.3%
Segment result 650 657 -1.1%
Assets under control 74996 75357 -0.5%
Insurance reserves 67 256 67 134 0.2%
Number of employees (full-time equivalents) 2792 2963 -5.8%




22

INSURANCE FRANCE | Swiss Life posted a segment result of CHF 324 million. The sale of
ERISA and ERISA IARD to HSBC France in 2007 renders a year-on-year comparison diffi-
cult. Both companies were fully consolidated into the results for the first half of 2007; but
only the gain on disposals was included in the second half. On a comparable basis, the seg-
ment result increased from CHF 142 million to CHF 187 million (+32%).

Following a strong growth in premium volume in 2006, the French life insurance market ex-
perienced a 3% decline in 2007. Swiss Life generated premium income of CHF 7411 million.
Disregarding the ERISA companies, the premium volume amounted to CHF 5518 million,
which, on a comparable basis, corresponds to a 6% rise (1% in local currency). Thus Swiss Life
outperformed the market in the area of life insurance, mainly due to ongoing premium
growth in unit-linked products, which came to 39% (33% in local currency). One major fac-
tor of the company’s success in this field is its strong distribution partnerships with various
private banks. Premium income in health insurance went up 12% (7% in local currency) to
CHF 1887 million, exceeding the market growth of 4%. The changes in income and expens-
es vis-a-vis the previous year are primarily due to the deconsolidation of the ERISA compa-
nies. Income grew by 9% on a comparable basis to CHF 4283 million (4% in local currency).
On the same basis, expenses increased by 4% to CHF 3929 million, which, however, repre-

sents a decline of 1% in local currency.

Swiss Life is continuing to expand it distribution capabilities and service portfolio with sys-
tematic acquisitions as part of its private insurer concept. In August, Swiss Life acquired the
banking and asset management business of Banque Privée Fideuram Wargny. In September,
it announced that it was purchasing the insurance subsidiary of the French-based
Meeschaert Group and, in January 2008, it reported that it was buying the internet brokers
Placement Direct. Swiss Life has intensified its cooperation with independent financial con-

sultants by launching a new internet platform.

Key figures for Insurance France

In CHF million 2007 2006 +/-%
Gross written premiums, policy fees and deposits received 7411 8204 -9.7%
Net earned premiums and policy fees 3401 3287 3.5%
Asset management and other commission income 46 31 48.4%
Financial result (without share of results of associates) 1326 1719 -22.9%
Other income 155 14 n.a.
Total income 4928 5051 -2.4%
Net insurance benefits and claims -2372 -2268 4.6%
Policyholder participation =777 -857 -9.3%
Interest expense -287 -547 -47.5%
Operating expenses -1168 -1168 0.0%
Total expenses -4 604 -4 840 -4.9%
Segment result 324 211 53.6%
Assets under control 24071 43 442 -44.6%
Insurance reserves 23657 41384 -42.8%
Number of employees (full-time equivalents) 2191 2279 -3.9%
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INSURANCE GERMANY | Swiss Life achieved a segment result of CHF 65 million. Based
on the good financial result and further enhancements in efficiency, a considerable year-on-
year improvement was realised on a comparable basis. The segment result posted represents
a decline of CHF 19 million on the previous year, as the spin-off of investment management
into a separate investment company and the passing on of the tax rate reduction in the form
of policyholder bonuses added one-off costs of CHF 40 million to the accounts in the peri-

od under review.

Premium volume in the German life insurance market stagnated in 2007 at EUR 79 billion
(+0.6%). The population is noticeably reluctant to commit to long-term retirement pension
policies because of the uncertainty surrounding the implications of the current political re-
forms. Swiss Life grew its premium volume by 2% (-2% in local currency) to CHF 2158 mil-
lion. In individual insurance Swiss Life increased its premium income to CHF 1648 million
(unchanged in local currency). Premium income in group insurance went down 5% (-9% in
local currency) to CHF 509 million as a result of the drop in single premiums. However, the
company recorded a further increase in periodic premiums. Income climbed 8% to
CHF 3109 million, mainly due to the sound financial result. The 9% rise in expenses is at-
tributable in particular to the one-off effects mentioned above and to the higher bonus al-
location based on the improved financial result. The efficiency improvements attained led

to a further reduction in operating costs, which fell by 5%.

Product development is shaped by current market requirements. In the year under review the
company launched a new tranche of its index-linked annuity insurance and a unit-linked Ri-
ester annuity insurance with guarantees. Another new development in 2008 was a capitali-
sation product based on an attractive investment funded by capital not currently required.
Thanks to further product innovations and the strategic partnership with AWD, Swiss Life

expects a spurt in growth in the coming years.

Key figures for Insurance Germany

In CHF million 2007 2006 +/-%
Gross written premiums, policy fees and deposits received 2158 2116 2.0%
Net earned premiums and policy fees 2009 1950 3.0%
Asset management and other commission income 32 30 6.7%
Financial result (without share of results of associates) 1064 872 22.0%
Otherincome 4 16 -75.0%
Total income 3109 2868 8.4%
Net insurance benefits and claims -2119 -1988 6.6%
Policyholder participation -502 -420 19.5%
Interest expense -22 -26 -15.4%
Operating expenses -401 -350 14.6%
Total expenses -3044 -2784 9.3%
Segment result 65 84 -22.6%
Assets under control 20249 19 678 2.9%
Insurance reserves 21243 19 871 6.9%
Number of employees (full-time equivalents) 732 791 -7.5%
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INSURANCE OTHER | The segment Insurance Other comprises Swiss Life’s business in
Liechtenstein and Luxembourg in the period under review. Both companies specialise in
structured pension products for high net worth individuals. In Luxembourg Swiss Life also
provides group insurance solutions for international and local corporate clients. In the pre-
vious year this segment also included the results of the Italian companies since sold.

In 2007, the segment result amounted to CHF 8 million compared to a loss of CHF 3 mil-
lion the previous year, which was directly related to the sale of the Italian business. Thanks
to ongoing dynamic growth and the acquisition of the Liechtenstein company CapitalLeben,
gross premium income rose by CHF 1.5 billion to CHF 3.3 billion. In March 2007, Swiss Life
completed the acquisition of CapitalLeben and successfully integrated it into Swiss Life
(Liechtenstein) AG during the course of the year. 95% of the overall premium income in this
segment stemmed from cross-border insurance policies subject to Liechtenstein or Luxem-

bourg law, and 5% from Group business in Luxembourg.

At the end of 2007 Swiss Life consolidated its Liechtenstein and Luxembourg business for
high net worth individuals in the area of private placement life insurance under one leader-
ship. The opening of the Singapore branch in March 2008 represents another sales platform
in this area and enables the company to tap into the opportunities on the Asian market more

effectively.

In addition, Swiss Life merged the operations of its group business in Luxembourg with that
of the Swiss Life Network, which specialises in employee benefits solutions for internation-
al corporations, to form Corporate Solutions. Through this new organisation, the compa-
ny aims to intensify its distribution of comprehensive solutions for international corporate
clients and multinational corporations. Furthermore, Swiss Life has developed a platform
for variable annuity products in Luxembourg, which will be produced centrally and distrib-
uted in various countries. Swiss Life Products (Luxembourg) SA. will launch the first prod-

uct in Germany in the middle of 2008.

Key figures for Insurance Other

In CHF million 2007 2006 +/-%
Gross written premiums, policy fees and deposits received 3294 1506 n.a.
Net earned premiums and policy fees 103 68 51.5%
Asset management and other commission income 0 0 n.a.
Financial result (without share of results of associates) 34 38 -10.5%
Otherincome 5 -17 n.a.
Total income 142 89 59.6%
Net insurance benefits and claims -20 -39 -48.7%
Policyholder participation -9 -3 n.a.
Interest expense -15 -14 7.1%
Operating expenses -90 -36 n.a.
Total expenses -134 -92 45.7%
Segment result 8 -3 n.a.
Assets under control 10200 2835 n.a.
Insurance reserves 10055 2736 n.a.
Number of employees (full-time equivalents) 122 67 82.1%
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INVESTMENT MANAGEMENT | In the Investment Management segment, which compris-  Asset management and other
es Group-wide institutional asset management activities, Swiss Life achieved a result of = commission income, Investment

CHF 93 million. The CHF 43 million increase on the previous year is primarily due to high- ~ Management

er income from asset management and other commission income. There are a number of  1n CHF million

reasons for this: In Germany, Swiss Life spun off its investment management, previously in- 300

tegrated in the insurance business, into a separate investment company, whose result is now
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included in this segment. In Switzerland, a new service level agreement was concluded with

the Swiss insurance business, and transactions in the real estate sector attained a higher vol-
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ume. Thanks to stringent cost management, expenses rose by only 2% to CHF 189 million 200

despite the first-time inclusion of the German business.
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Assets under management came to CHF 120 billion, consisting of CHF 110 billion in insur-
ance assets, around CHF 7 billion in investment funds and CHF 3 billion from third-party

mandates.
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In the period under review, Swiss Life adjusted its Investment Management organisation and

2003
2004
2005
2006
2007

processes. In order to boost the earnings potential, exploit synergies and improve risk con-
trol, all units in the Investment Management segment have been reporting directly to the
Group Chief Investment Officer since 1 January 2008. Investment activities are now con-
ducted in accordance with a Group-wide standardised process. Moreover, Swiss Life is con-
centrating its resources for the various investment classes at two locations in Zurich and

Paris, from where a uniform implementation of investment decisions throughout the Group

will be ensured. Segment result

Investment Management

Swiss Life continued to develop its guidelines with regard to directives and risk limits in the  i1n CHF million

Investment Management segment, based on its existing Code of Compliance. Great signifi- 100 7

cance is attached to monitoring adherence to the relevant directives and limits. & B
80
In 2008, the focus is on the full integration of the new Investment Management units, and
the establishment of appropriate, modern infrastructure tailored to the requirements of 60 | |
N
v

present-day asset management.
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Key figures for Investment Management

In CHF million 2007 2006 +/-% 20

Asset management and other commission income 271 225 20.4%

Financial result (without share of results of associates) 3 2 50.0% 0 -

Other income 8 8 0.0% é C?:) § § 'g
Total income 282 235 20.0% oo e
Interest expense 0 0 n.a.

Operating expenses -189 -185 2.2%

Segment result 93 50 86.0%

Assets under management' 119928 118127 1.5%

Number of employees (full-time equivalents) 574 522 10.0%

incl. intragroup assets
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DISCONTINUED INSURANCE | The Discontinued Insurance segment comprises
Swiss Life’s insurance business in the Netherlands and Belgium. In November 2007, the com-
pany announced it was selling this to SNS REAAL. The transaction is expected to be com-
pleted by the second quarter of 2008. In January 2008, SNS REAAL, in turn, announced that

it was selling on the Belgian business it acquired from Swiss Life to Delta Lloyd.

In the period under review, Swiss Life generated a segment result of CHF 471 million in the
Netherlands and Belgium. This significant increase on the previous year is primarily due to
a change in the Dutch accounting standards, which led to a release of deferred bonus liabil-

ities, improving the result by CHF 300 million.

In the Netherlands, Swiss Life grew its gross premium income by 21% to CHF 2302 million
or 16% in local currency, which considerably exceeds the overall market growth. The rise in
premiums written is attributable to the impressive growth recorded in corporate business.
As in previous years, Swiss Life was especially successful in the acquisition of corporate
clients such as autonomous pension funds who were looking for the security provided by a

leading life insurance company.

In Belgium, gross premium income came to CHF 656 million, down 12% on the previous
year (-16% in local currency). This decline stems from the cancellation of a distribution
agreement in the area of individual insurance. On the other hand, premium volume in group
insurance rose 18% (13% in local currency) to CHF 340 million and 5% in the non-life busi-
ness (0% in local currency) to CHF 75 million.

Key figures for Discontinued Insurance

In CHF million 2007 2006 +/-%
Gross written premiums, policy fees and deposits received 2957 2643 11.9%
Net earned premiums and policy fees 2083 1588 31.2%
Asset management and other commission income 31 26 19.2%
Financial result (without share of results of associates) 1008 999 0.9%
Otherincome 1 M -90.9%
Total income 3123 2624 19.0%
Net insurance benefits and claims -2347 -1826 28.5%
Policyholder participation 221 -175 n.a.
Interest expense -105 -94 11.7%
Operating expenses -421 -385 9.4%
Total expenses -2652 -2 480 6.9%
Segment result 471 144 n.a.
Number of employees (full-time equivalents) 1128 1081 4.3%
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DISCONTINUED BANKING | The Banking segment consists primarily of Banca del Got-
tardo and is to be discontinued following the sale of this bank to BSI, which was announced
in November 2007. Banca del Gottardo will be fully consolidated in Swiss Life’s financial
statements for 2007 and up to 7 March 2008.

In 2007 the segment result came to CHF 168 million, up 46% against the previous year. Based
on local accounting practice, Banca del Gottardo reported a net profit of CHF 129 million.
Principal factors in the 32% year-on-year increase were higher operating income and reduced
credit risk, which enabled provisions amounting to CHF 34 million after tax to be dissolved.
Disregarding one-off special factors of CHF 17 million after tax, the net profit comes to
CHF 111 million (+16%).

Income was down 6% to CHF 475 million compared to the previous year. Income from trad-
ing operations in particular, benefiting strongly from the favourable market conditions, im-
proved by 19%. Interest income rose by 5%, and commission and service fee activities were

up 4%.

Business expenses rose during the period under review by 2% to CHF 332 million. The slight
increase was due mainly to a higher headcount and higher performance-based compensa-

tion paid. The cost/income ratio declined from 73% to 70%.

The net outflow in Private Banking customer funds owing to earlier staff departures was
curbed in the second half of the year, rising by only CHF 0.1 billion to CHF 1.0 billion be-
tween 30 June and 31 December 2007. Customer assets under management (excluding cus-
tody business) totalled CHF 36.0 billion as at 31 December 2007 compared to CHF 35.8 bil-
lion at the end of 2006. Total assets under control amounted to CHF 101.1 billion as at
31 December 2007 (31 December 2006: CHF 89.3 billion).

Key figures for Discontinued Banking

In CHF million 2007 2006 +/-%
Fiduciary and portfolio management fees 154 191 -19.4%
Custody fees, trust and other fiduciary fees 66 0 n.a.
Brokerage commissions 59 66 -10.6%
Other fees and commissions 24 34 -29.4%
Asset management and other commission income 303 291 4.1%
Financial result (without share of results of associates) 598 318 88.1%
Other income -9 98 n.a.
Total income 892 707 26.2%
Interest expense -337 -189 78.3%
Operating expenses -387 -403 -4.0%
Segment result 168 115 46.1%
Assets under control’ 93492 92100 1.5%
Number of employees (full-time equivalents) 1016 988 2.8%

incl. Swiss Life Group assets
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Other Success Factors | Trust is a key component of
long-term success in the world of life insurance and
pensions. The trust Swiss Life inspires is based pri-
marily on the quality of its products and services. Yet
it is also influenced by success factors such as the
commitment of its employees, the comprehensive,
value-oriented risk management, the strength of its
brand and the company’s activities beyond its actu-
al field of operations.

Picture 1 | Martina Nicolaidis was once a successful IT worker.
Picture 2 | Today she and her foundation support the children of widowed mothers and fathers.

Picture 3 | She would dearly love to carry her vision out into the world.
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“I felt that this was where life is taking me.”

She was young and successful in her IT career
when the accident occurred. Martina Nicolaidis,
who had just become a mother, lost her husband
in a car accident. From one moment to the next,
an entirely new life began. From an emotional
point of view, she found it impossible to return to
the world of IT. Instead, she started to seek out
people who had suffered a similar fate, and soon
discovered how crucial it would be to have a sup-
port centre for widowed mothers and fathers. She
had no idea how to set up a social organisation,
but thanks to her great willpower, she refused to
give up. “If I had known in advance how difficult
it would be, I probably would never have started,”
she says with a grin, “but whenever I thought
there was no way forward, some door would be
sure to open.” Her vision of establishing the Nico-
laidis Foundation on an international basis - sup-
ported by Swiss Life - to provide care especially for
children and youths without being restricted by
national borders is well on the way to being re-
alised.
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Risk Management

Risk Management | Swiss Life pursues an integrated, value-
oriented risk management approach ensuring the protection and
the best-possible investment of the risk capital. By reducing the
overall risk level and maintaining a broader spread across all risk
classes, Swiss Life has created a foundation on which capital is
invested efficiently and sustainable returns are achieved.

Risk management is a key component of Swiss Life’s financial management process. The
overall responsibility is borne by the Group Chief Financial & Risk Officer. The Board of
Directors’ Investment and Risk Committee monitors the process, takes decisions with
regard to risk budgeting and keeps the Board of Directors in its entirety informed on
the company’s risk situation. Further risk management functions are performed by the
Corporate Executive Board’s Group Risk Committee and the Asset and Liability Manage-

ment Committees at country level.

Organisational and governance structure of the risk management functions

Investment and Risk Board of Directors
Committee

Risk Committee _| Corporate Executive
Board

Finance &
Risk

Financial Risk

Management

Actuarial Controlling &

Insurance Risk

Compliance &

Operational Risk




Risk capital consumption:
total risks reduced and

diversification improved

| | |
31.12.2006 | DD
31.03.2007 | S
30.06.2007 | RN
30.09.2007 [N

31.12.2007

I Interest rate risk
I Risks from equities and
equity-type securities
Currency risk
Credit risk
Underwriting risk
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RISK BUDGETING | The key tasks of risk management comprise the breakdown of risks
into risk classes and their analysis, measurement and control. Swiss Life uses the following

risk classes in its risk models:

- Market risks: equities, interest and currencies
- Credit risks: investments and reinsurance
- Underwriting risks: mortality, longevity, disability and customer behaviour

- Operational risks: people, processes, systems and external factors

Based on the economic evaluation of assets and liabilities, financial risk specialists assess
the amount of risk capital available and the Group’s risk capacity derived from this amount.
The risk capital limits are set with regard to the market and credit risks entered into. There

are also thresholds for foreign exchange as well as equities and equity-type securities.

MARKET RISK | The market risk stems from fluctuations on the financial markets which
impact the value of capital investments and liabilities. Risk types significant for Swiss Life
include primarily the risk of changes in interest rates, volatile stock markets and fluctuat-

ing rates of exchange against the Swiss franc.

In addition to being monitored and controlled in the individual business units, market risks
are consolidated and centrally managed at Group level. External requirements by superviso-
ry authorities and rating agencies also play a key role in the assessment of risks. These
requirements can lead to specific limits with regard to the investment policy in the individ-

ual countries.

CREDIT RISK | Creditors face the risk of counterparties not living up to their obligations.
This can for instance involve failure to pay outstanding interest in the case of bonds, loans
or mortgages. Credit risk arises in connection with investments and, to a lesser degree, in
reinsurance business. Swiss Life strives to prevent such loss of income by setting Group-wide
guidelines on the creditworthiness of borrowers and by requiring guarantees. It also strives

to achieve an adequate return for the risks entered into.

UNDERWRITING RISK | Underwriting risks comprise biometric risks (mortality, longevi-
ty and disability) on the one hand and the unpredictability of customer behaviour (surren-
ders and capital options) on the other.

OPERATIONAL RISK | Operational risk is understood to be the risk of losses resulting
from inadequate or failed internal processes, people and systems, or from external events.
With operational risk management (ORM) in the form of an internal control system (ICS),

Swiss Life aims to identify, evaluate, manage and reduce these risks.
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Risk Management

Comprehensive risk management refined further

Internal control system/operational risk management principles

Risk identification/control identification and control assessment

Financial Reporting

Operations

Compliance

Value chain

‘ Risk steering

Monitoring

‘ Reporting and communication

Monitoring

ASSET AND LIABILITY MANAGEMENT | Asset and liability management (ALM), with its

long-term approach, uses the risk evaluations made as a basis for the investment strategy.

The aim is to be in a position to pay benefits whenever they fall due and always have suffi-

cient equity to cover value fluctuations in assets and liabilities. Clearly defined criteria with

regard to security, return and liquidity are taken into account when policyholder assets, free

reserves and equity are invested.

Asset and Liability Management as integral process

Target 1 | Asset allocation per product group

Output: optimum congruence between:

Asset Liability
structure structure

-

Input: Liability structure

- Bonus decision

Target 2 | Distribution policy
- Policy: priorisation of stakeholders, bandwidths

T

Target 3 | Product design

é - Securing long-term profitability
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I Continuing operations

Discontinued operations

Employees (full-time equivalents)
by country as at 31.12.2007

Total: 8556 employees

Switzerland 4193
France 2253
Germany 752
Luxembourg 71
Liechtenstein 31
Netherlands 758
Belgium 364
Other 134
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Human Capital | Employees are a strategic success factor for
Swiss Life. The aim of human capital managementis to find and
retain the right employees and enable them to systematically
develop their skills. In 2007, the figures reflecting the commitment
of Swiss Life’s staff increased by a further 4 points to 77 index
points, due mainly to investments made in management develop-
ment as well as basic and advanced training for employees.

Swiss Life reaches its ambitious targets thanks to its appropriately qualified and extremely
committed workforce. The corporate strategy and corporate values provide the guidelines
for the definition of the requisite competencies, from which the skill-sets required of indi-

vidual employees are derived.

The development of the Group’s human capital is measured on the basis of specific key fac-
tors. Thus the productivity and added value achieved by the employees is described in terms
of Human Capital Return on Investment (HCROI), by which the return achieved is placed
in relation to the personnel expenses. The HCROI developed positively over the past few
years. In 2007 it came to CHF 2.50, which represents an increase of 25% since 2004. A fur-
ther key factor for Swiss Life is commitment. The level of commitment reflects employees’
satisfaction and the extent to which they identify with their work. People who are happy at
work, who identify with the company’s goals and have an affinity with their team and their
supervisors are dedicated and prepared to put in above-average performance. Each year,
Swiss Life measures this commitment in its Employee Survey. In 2007, the commitment lev-
el of the Swiss Life Group’s workforce averaged 77 index points on a scale of 1 to 100 (pre-
vious year: 73 index points). Six out of ten employees registered over 80 points. The aim is

to achieve and maintain an average of 80 index points for the entire Swiss Life Group.

PERFORMANCE CULTURE | Swiss Life professes and pursues a performance culture. An
important element of this performance culture is a consistently applied employee appraisal
system. Once a year, line managers appraise the performance and skills of their staff and
make an assessment of their potential. Based on this evaluation, employees’ strengths are
then fostered by appropriate development measures and gaps in competence are closed. The
annual Employee Survey also allows employees to appraise their supervisors, who then
receive a detailed feedback report. This feedback provides Swiss Life with an overview of its
managers’ skills, enabling it to devise individualised management development pro-

grammes.

TRAINING AND DEVELOPMENT | Swiss Life sets great store in recruiting good employ-
ees, nurturing and developing their knowledge and skills, and motivating them so that they
are keen to stay with the company. Based on insights gained from earlier Employee Surveys,
Swiss Life invested primarily in management development and in basic and advanced train-
ing for its staff in 2007. Overall, expenses for training and development of the entire work-
force amounted to around CHF 25 million, which corresponds to nearly CHF 3000 per em-
ployee. Expressed as a ratio of the entire personnel expenses, the costs for training and

development came to 3.1% (previous year: 3.4%).
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Measures in the individual countries, tailored to the specific local circumstances, constitute ~ Employee commitment

an important factor in this context. In Germany, for instance, Swiss Life joined forces with  (inindex points)
representatives of the insurance industry and 11 other companies to develop the Executive 100 —
Master of Insurance course. Since the 2007/2008 semester, the course has been part of the
curriculum of the Faculty of Business Administration at the Ludwig-Maximilians Universi- 90
ty in Munich. This part-time post-graduate course provides students with specific insurance
and actuarial knowledge. It contributes to the availability of highly qualified young special-
ists and ensures that current or potential Swiss Life employees who graduate from the course
are ideally prepared for their tasks on the job. o0 4 o

In France, Swiss Life initiated the “Contrat social” development programme in May 2007.
60 |

61

This programme helps harmonise the requirements of the company with regard to staff flex-
ibility and mobility on the one hand and the employees’ desire for professional change on

the other. It enables Swiss Life to retain competent and motivated employees and offer its

2004
2005
2006
2007
Goal
2008

staff additional in-house development and career options.

In Switzerland, Swiss Life launched a modern learning management system in 2007 which
promotes continuous and systematic training. “Life Learn”, the online portal, supports the
entire learning process. All the requisite steps of an individual course - application, prepa-
ration, execution and evaluation - are performed electronically. Swiss Life Switzerland’s en-
tire training programme is accessible via the intranet and currently comprises more than

200 attendance courses, online courses, or a combination of the two. Employees can consult

the programme on offer independently to find out which courses are best suited to theirin-  Investments in training and

dividual development requirements and then apply online. Approximately 600 training development

events were carried out in the year under review. Total 100%

TALENT FOSTERING | Since introducing its new concept for management development
measures in 2005, Swiss Life has been fostering talented young staff through a specifically
designed on-the-job training programme. Carefully selected employees with high potential
are prepared for future leadership roles over two to three years. Participants work on strate-
gically relevant topics in groups with an interdisciplinary and intercultural structure. Indi-
vidual measures include coaching and mentoring. To qualify for this programme, staff must
be nominated by the Corporate Executive Board. Out of the roughly one hundred partici- 2

pants in this talent development programme to date, 80% have since taken on a new, more 1 Apprentices and trainees 16%

demanding position within the Group. 2 Specialist training, social and methodologi-
cal skills 61%

3 Management and talent development 23%



Visions of the future at the “Young people design living
space” competition

The Kids Festival, fostering tomorrow’s football stars
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Responsible Corporate Conduct | Trustis a key component of
long-term success in the world of life insurance and pensions. The
trust Swiss Life inspires is based primarily on the quality of its
products and services, but s also greatly influenced by the compa-
ny’s activities beyond its actual field of operations. Swiss Life has a
long tradition of commitment on behalf of society and the envi-
ronment.

Responsible corporate conduct is part and parcel of the Swiss Life culture. It is based on the
corporate values of expertise, proximity, openness, clarity and commitment, which provide
the guidelines for interaction with customers, partners and employees. In addition, the Code
of Compliance sets out specific rules of conduct. Adherence to these rules is a prerequisite
for legally and ethically correct business conduct and for economic profitability. The prin-
ciples in the Code of Compliance apply to the entire Swiss Life Group. Outside Switzerland
and Liechtenstein, they are supplemented or modified in accordance with the local legal re-

quirements.

SOCIAL COMMITMENT | In 2007, Swiss Life celebrated its 150th anniversary. The compa-
ny used the occasion not least to enhance its longstanding social commitment. Under the
motto of “Perspectives for people”, Swiss Life initiated a number of projects and events in
Switzerland. In cooperation with the University of Applied Sciences in Rapperswil, for in-
stance, it launched a nationwide competition entitled “Young people design living space”,
which encouraged over 1000 youngsters aged between 12 and 20 to take a close look at their
residential environment. The youths analysed their surroundings and developed their own
visions of urban and regional planning. Visions were then transformed into specific ideas
and suggestions for a desirable and future-oriented design of their living space. Over 14 000
boys and girls between six and ten years of age took part in the Kids Festival events. Kids Fes-
tival stands for a series of forty football-related events that Swiss Life organised in coopera-
tion with the Swiss Football Association throughout Switzerland between April 2007 and
May 2008. The newly established “Perspectives” foundation promoting non-profit initia-
tives in the fields of health, science, education, culture and sports represents a special an-
niversary gift from Swiss Life. The foundation has decided to focus on integration and ed-
ucation. In connection with the anniversary year, it allocated approximately CHF 3 million
to a number of special projects. Among the beneficiaries was the “Zurich Jobs” foundation,
which helps to integrate youths and the long-term unemployed into the world of work. The
“Bridge to Work” project run by the Pestalozzi Children’s Village in Trogen has similar goals.
Youngsters with problems at school or in their private life are given the opportunity to do
an intercultural “pre-apprenticeship”, which facilitates entry into the working world. In its
anniversary year, Swiss Life also made significant contributions to Pro Juventute Switzer-
land to support its free emergency telephone service for children and youths, and a founda-

tion called “Cerebral” for the procurement of special mobility aids for cerebrally impaired

children.
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Already back in 1957, when marking its 100th anniversary, Swiss Life had set up the
Swiss Life Anniversary Foundation for Public Health and Medical Research. The foundation

has remained active to this day, providing annual contributions to various research projects.

Swiss Life’s commitment to social responsibility is not limited to Switzerland. In Germany,
Swiss Life has for instance been supporting the Nicolaidis Foundation since October 2007,
a non-profit organisation that helps widowed mothers and fathers and their children cope
with bereavement. It organises self-help groups and special projects for children and youths.
Various advisory services are available to provide help in personal crisis situations. In France,
one of the institutions Swiss Life supports is the “Institut Curie”, a hospital and research fa-

cility with the mission to fight cancer.

ENVIRONMENTAL MANAGEMENT | Evaluation of the Swiss Internal Services’ environ-
mental data for 2006, which reflect the consumption of electricity, paper and water, reveals
a positive overall picture compared to the internationally recognised benchmark of the en-
vironmental management association “Verein fiir Umweltmanagement® (VfU). The VfU
focuses on environmental management concerns in connection with financial services
providers. There are a number of reasons for the positive evaluation results: Swiss Life reg-
ularly takes energy aspects into consideration when refurbishing its office buildings, its
power supply in Zurich is entirely sourced from hydro-electric plants, and it has a well-
established waste disposal system whereby two thirds of all re-usable waste is recycled. The
company plans to raise its energy efficiency ratio at its Zurich location by at least another
1.5% a year. Measures to enhance the efficient use of resources will be further expanded in

the coming years and are set to be introduced at Swiss Life’s units abroad too.

POLITICAL COMMITMENT | Swiss Life representatives from all areas of the Group play an
active role in committees and associations to raise public awareness of pension issues and
trigger political debates. In Germany, Swiss Life set up the “Salon Palais Leopold” series of
events, where decision-makers from the worlds of business, politics and media hold regular
discussions on key social and political subjects. Also in Munich, the first German Swiss Life
Pension Day in November met with broad public appeal. Politicians and business represen-
tatives discussed the issue of retirement pensions in a European comparison and the direc-

tion that retirement provision is to take in future.

SUSTAINABLE PRODUCTS | Swiss Life Asset Management, a Swiss Life subsidiary, togeth-
er with the independent asset management company for sustainable investments SAM, have
been providing direct Sustainability Balanced mandates since 2005. They were in fact the
first to do so. The investments - a combination of equities and bonds - are selected accord-
ing to the criteria of economic, ecological and social added value. The investment volume
now amounts to around CHF 125 million. In view of their long-term investment horizon,
pension funds in particular show an interest in sustainable products. The track records of
the Sustainable Balanced mandates demonstrate that the sustainability approach has a pos-
itive impact on the performance. From February 2005 to 31 December 2007, the return be-
fore costs exceeded the benchmark index by 0.6%.

The “Salon Palais Leopold” series of events:
debating social and political issues relevant for the
future



Corporate identity:
alook back on 150 years

1857

Already in the Rentenanstalt’s infancy the Swiss cross
formed part of its corporate identity. From 1893

the colour red was used in combination with the
lettering and the Swiss cross.

1903

At the turn of the century the design was framed by
a border of various coats of arms for the first time.
This stylistic component was used at home and
abroad in the brochures of that time. The Canton of
Zurich’s coat of arms was always located at the top.

1907

Public insurance was promoted in a very patriotic
fashion. In addition to the white cross on a red back-
ground, the design bore the famous last words
uttered by the national hero Winkelried before giving
up his life for his country: “Take care of my wife and
children!”

1917

As this special design, complete with coats of arms,
indicates, our company began experimenting with
its corporate identity early on, demonstrating a high
level of creativity.
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Brand Management | Swiss Life is renowned for its proven
expertise in pensions and long-term savings and for the outstand-
ing quality of its services. It is the market leader in Switzerland,

a fact reflected in its self-assured marketing slogan “Provide for the
future with the number one”. In 2007, Swiss Life again succeeded
in enhancing the recognition value of its brand in all its markets.

In spring 2004, Swiss Life introduced a simplified brand structure and a uniform corporate
identity across the Group. The brand underscores the company’s image as a specialist in
financial provisions for the future and as a trustworthy partner for private individuals and
companies. Swiss Life companies all operate under the same brand, which strengthens the
staff’s identification with the Group and the potential for international positioning. While
using the Swiss Life brand, the companies in the individual countries can nevertheless set
their own priorities in advertising campaigns based on their specific market position, dis-
tribution policy and competitive situation.

In Switzerland, the company’s market presence is built on the brand promise “Prepared for
the future”, which has been relaunched several times since 2004. In the current year, the
company has positioned itself with a slogan reflecting its confidence: “Provide for the fu-
ture with the number one”. At the end of 2007, Swiss Life was one of the insurance compa-
nies with the highest brand recognition values - 21% unprompted and 73% prompted -
whereby it held its own among the major all-lines insurance groups. The appeal of the
Swiss Life brand has been consistently on the rise over the past few years, thanks especially
to the perceived characteristics of trustworthiness, competence and being prepared for the
future. Swiss Life reinforces its market appeal with sponsorship activities predominantly
in the areas of football and running on the one hand and classical music and film on the

In July 2004, Swiss Life became the sponsor of the Swiss Football Association and the Swiss national teams.






