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In 2008 the Swiss Life Group made further progress
in the implementation of its strategy.

Focus on retirement needs | Swiss Life significantly strength-
ened distribution in 2008 and improved its competitive position
in all markets thanks to innovative products.

Focus on growth opportunities | The acquisition of the AWD
Group is central to the future success of Swiss Life. The product
factory for variable annuities and the expansion of reach in the
business with high net worth individuals have laid the founda-
tions for future growth.

Focus on functional excellence | Swiss Life wants to bring inno-
vative and profitable products to market more rapidly. The new
Group Product Management business area and strict cost man-
agement are key success factors. Active capital and risk manage-
ment has proven its worth.

Foster commitment | Employee commitment remained high in
2008. Swiss Life promotes a performance culture and is intensi-
fying client-orientation and innovativeness.



Swiss Life at a Glance | The Swiss Life Group is one of Europe’s
leading providers of life insurance and pension solutions. In
Switzerland, France and Germany, the Group offers individuals
and corporations comprehensive advice and a broad range of
products through its own sales force as well as brokers and
banks. Swiss Life provides international corporations with
employee benefits solutions from a single source, and is one of
the global leaders in structured life and pension products for
international high net worth individuals.

The AWD Group has been part of the Swiss Life Group since
2008. AWD is one of the leading European financial services
providers in the medium and high-income client segments and
offers its clients independent f inancial advisory services. It
employs over 6000 financial consultants and active intermedi-
aries in ten European countries.

Swiss Life Holding Ltd, registered in Zurich, was founded in
1857 as Schweizerische Rentenanstalt. The shares of Swiss Life
Holding Ltd are listed on the SIX Swiss Exchange (SLHN). The
Swiss Life Group employs a staff of around 9000.

Strategy and Markets

Swiss Life is well positioned to benefit from
increasing demand over the long term for life
insurance and pension solutions.
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Results and Course of Business

Net prof it for 2008 amounted to
CHF 345 million. The result was impacted 
by negative developments on the f inancial
markets.
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Other Success Factors

Employee satisfaction, comprehensive risk
management, responsible corporate con-
duct and an attractive brand are key success
factors.
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Corporate Governance 

Swiss Life ensures the implementation of re-
sponsible, transparent and risk-aligned cor-
porate governance.
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Financial Statements 

The audited f igures are transparent and fa-
cilitate comparisons.
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Insurance Switzerland

In its home market, Swiss Life remained the
leading provider of life insurance and pen-
sion solutions in 2008.
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Insurance France

Swiss Life has consistently improved its mar-
ket position in France.
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Insurance Germany

Its expertise and quality of service make
Swiss Life in Germany a preferred partner
among insurance brokers.
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Insurance Other

Swiss Life serves high net worth individuals
and international companies from its sub-
sidiaries in Liechtenstein and Luxembourg.
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Investment Management

Swiss Life’s Investment Management achieved
a result at the previous year’s level, despite a
diff icult market environment.
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AWD

AWD has consolidated its market position in
Germany and Switzerland.
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Swiss Life employs a workforce of around 9000
worldwide. Despite the diversity of cultures, loca-
tions and activities, they all have the same goal: To
provide clients with secure, forward-looking and
attractive life and pension solutions. 

Swiss Life is committed to helping people create a
financially secure future. This guiding principle
has been communicated externally as our mission
and core competence of our company, and is also
lived within the enterprise. A company with vision
does not have to redefine itself over and over again.
It is reassuring to know that all those involved 
with Swiss Life are provided with long-term 
perspectives.
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Dear Shareholders 

The world economy experienced a wave of dramatic changes in 2008. Your company, the
Swiss Life Group, was also unable to escape the damage inflicted by this crisis. Our finan-
cial result and the performance of our share price in no way ref lect our expectations. How-
ever we introduced the right measures at the right time to protect our solid core capital. We
have made further progress in the implementation of our strategy. Swiss Life can therefore
face the current challenges with confidence.

However, due to the negative developments on the financial markets, we were unable to
achieve our targets in 2008. The crisis on the US real estate market, by which Swiss Life was
in no way directly affected, negatively impacted almost all asset classes. The necessary
impairments on investments and the realisation of losses to reduce risks resulted in a reduc-
tion in the financial result from CHF 4.9 billion to only CHF 0.5 billion. Thanks to gains
realised on the sales of the Dutch and Belgian business as well as of Banca del Gottardo
amounting to CHF 1.5 billion, the Swiss Life Group was still able to post a profit for 2008.
Net profit for the year amounted to CHF 345 million. On the basis of this result and taking
the current market environment into consideration, the Board of Directors proposes that
the General Meeting of Shareholders approve a distribution of profit of CHF 5 per share,
following payment of CHF 17 per share last year. As in previous years, the distribution of
profit to shareholders will take the form of a reduction in par value.

An important step in the implementation of our strategy was the acquisition in 2008 of the
AWD Group, the largest European provider of independent financial advisory services. This
substantial strengthening of distribution is key to the future success of Swiss Life. Providers
of independent financial advisory services will continue to gain in significance. Thanks to
the partnership with AWD, Swiss Life is also able to diversify its income, receive additional
market information, and gain efficient access to growth markets in Central and Eastern
Europe, where Swiss Life is not currently active. The cooperation between Swiss Life and
AWD has got off to a good start in both Germany and Switzerland. AWD itself achieved a
good result for 2008 in Germany and Switzerland in the given circumstances. Growth in
Central and Eastern Europe is still strong. Work on the refocussing of business activities in
the United Kingdom is on track and the issues in Austria are being addressed with high pri-
ority. The downturn vis-à-vis the previous year in sales revenues and in the profits of the
AWD Group can be attributed to clients’ liquidity-oriented approach to investments in
times of crisis, but also in particular to the changes in the United Kingdom and Austria. The
AWD Group intends to grow sales revenues from about EUR 630 million to EUR 1 billion
and achieve operating income before interest and tax of EUR 130 million by 2012.

In connection with the increasing significance of independent financial advisory services in
the area of retirement provision, we also acquired a stake in the German financial services
provider MLP last year. Although the benefits of a closer cooperation between Swiss Life,
AWD and MLP are obvious given the current crisis and the consolidation among financial
services providers in Germany, we were not able to achieve our targets in this regard. The
strategic partnership with Talanx, announced in March 2009, is a good solution for this sit-
uation. Talanx and Swiss Life will cooperate in distribution through AWD, in the interna-
tional business with life insurance solutions, in life reinsurance, in operations involving
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Bruno Gehrig

We took the right measures at the
right time to protect our core
capital, which remains solid.



selected products in certain defined areas, and in the reciprocal use of public investment
funds. To reinforce this partnership, Talanx will purchase a stake of up to 9.9% in Swiss Life.
Talanx will also acquire a 8.4% participation in MLP from Swiss Life. Swiss Life intends to
reduce its remaining participation in MLP from 15.9% to below 10%. Independently of each
other, Swiss Life and Talanx will each seek to cooperate with MLP within the new structure.
Both companies will fully respect MLP’s current business model as an independent finan-
cial services and asset management provider.

Swiss Life is synonymous with expertise in life and pensions, security and reliability in all
markets. This profile has proven its worth in the crisis. In Switzerland, Swiss Life has main-
tained its position as market leader. New products, further increases in efficiency and an
organisation that is geared even more closely to client needs will continue to improve our
competitive position in our home market. In France, we have consistently outperformed the
market in recent years, thanks to a well-diversified distribution network, an attractive range
of products, and our excellent position in the health insurance business. In Germany,
Swiss Life has been a preferred provider in the broker distribution channel for many years.
The cooperation with AWD and the launch of the first product in the promising variable
annuity family have significantly strengthened our competitive position going forward.

Our concept of asset and liability management worked well, even in the difficult conditions
of the past financial year. The risks we assumed were within the bounds of our business
model and our risk capacity at all times. Given the distortions on the financial markets in
the second half of the year, we greatly reduced the risks carried on the balance sheet to pro-
tect core capital from any further negative impacts arising from the financial market crisis.
In response to continued market volatility, we adjusted the asset allocation and discontin-
ued the share buyback programme. These measures proved effective in recent months. Our
capital base is solid and our investments are structured to generate earnings exceeding the
benefits guaranteed to our clients, even under persistently difficult market conditions and
at today’s low interest levels.

In addition to the strategic management of the company and taking steps to overcome the
financial market crisis, one of the most important tasks of the Board of Directors in 2008
was to ensure the best possible composition of the Board of Directors and the Corporate
Executive Board. Ivo Furrer, CEO Switzerland, Charles Relecom, CEO France, and
Klaus Leyh, CEO Germany, joined the Corporate Executive Board in the course of the year.
Manfred Behrens, CEO Germany since 2004 and Member of the Corporate Executive Board
since May 2008, assumed the function of Co-CEO of AWD on 1 September 2008. In this
capacity he also remains a Member of the Corporate Executive Board. Paul Müller,
CEO Switzerland, stepped down after an impressive career spanning over thirty years, the
last six of which he spent at Swiss Life. Jacques Richier, CEO France, who joined Swiss Life
in 2000, decided to take up a new position outside the Swiss Life Group. The Board of Direc-
tors extends its sincere thanks to Paul Müller and Jacques Richier for their major contribu-
tion to the company’s successful development.

We were able to inform you well in advance of the planned change in the position of Chair-
man of the Board of Directors. Bruno Gehrig will not be standing for re-election at the next
General Meeting of Shareholders in May 2009. Rolf Dörig, who was elected to the Board of
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Directors by the General Meeting of Shareholders in May 2008, will succeed him as Chair-
man. After serving on the Board of Directors for six years, Pierfranco Riva will not be stand-
ing for re-election as he has reached the statutory age limit. We wish to thank Pierfranco Riva
warmly for his valuable contribution to the work of the Board of Directors over the past
years. We are delighted that both Frank Schnewlin, former CEO of the Bâloise Group, and
before that, a Member of the Group Executive Committee of the Zurich Financial Services
Group, and Carsten Maschmeyer, founder of AWD, have accepted nominations to the Board
of Directors. Frank Schnewlin, a proven authority on the international insurance market,
will be an asset to the Board of Directors. Likewise, Carsten Maschmeyer, with his profound
knowledge of the market and outstanding expertise in distribution, will be a welcome addi-
tion.

Dear Shareholders, we are facing great challenges. The global economy is in recession and
the financial markets are extremely volatile. There is no sign of a speedy recovery. We are con-
fident that we at Swiss Life have created the necessary environment to successfully weather
this difficult period. Firstly, we are in a business with long-term growth prospects. The
demand for privately-financed life insurance and pensions solutions will continue to grow
due to demographics and the intensifying pressure on state budgets. Secondly, the crisis has
greatly increased clients’ appreciation of professional advisory services and products that
offer security and protection. This improves the competitive position of specialised life
insurance and pension providers such as Swiss Life. Thirdly, thanks to strengthening its dis-
tribution and innovative capacity, measures to increase efficiency, active capital and risk
management, a solid capital basis, and its clear positioning as a leading life and pensions
specialist, Swiss Life has created the necessary conditions to grow and to increase profitabil-
ity, even in today’s difficult market environment.

Success in our business is built on long-term performance and trust. We would like to thank
all our dedicated employees who work towards this success every day, and all those who have
placed their trust in us.

Bruno Gehrig Rolf Dörig
Chairman of the Board of Directors Delegate of the Board of Directors
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On Bruno Gehrig’s resignation

Dear Shareholders

After serving on the Board of Directors for six years, Bruno Gehrig will not be standing for
re-election at the next General Meeting of Shareholders in May 2009. As with all his deci-
sions, Bruno Gehrig planned this step carefully, held discussions with the parties involved
and finally decided to do what he believes is in the best interests of the company. Bruno
Gehrig was an ideal choice for the Swiss Life Group in every respect. His experience in the
financial industry, his outstanding leadership qualities, his knowledge of the financial mar-
kets, his tight-knit network among the business community, political circles, national banks
and universities and, last but not least, his pleasant nature, made him a key player in the suc-
cessful turnaround of 2003 and 2004. He soon gained the confidence of employees, clients
and shareholders. With great consistency and persistency he established corporate gover-
nance practices that meet today’s requirements and ensured the optimum conditions for the
smooth functioning of the Board of Directors and its committees. These executive bodies
have been put to the test in the extremely challenging market environment of the past year.
In addition to the business successes, the 150-year anniversary of Swiss Life in 2007 was a
highlight of his tenure at Swiss Life, and clearly showed the strength of his ties with the com-
pany and its employees. His close involvement in the anniversary year was not a foregone
conclusion, however. Bruno Gehrig suffered a stroke in November 2005. Happily, his recov-
ery was a speedy one and he could return to work in March 2006. He was determined to set-
tle the matter of his successor as early as possible. He originally intended to step down at the
General Meeting of Shareholders in 2010. However, after being elected to the Board of Direc-
tors of UBS in October 2008, Bruno Gehrig changed his plans. His reason for accepting this
function is also typical of Bruno Gehrig: He felt obliged to UBS, his former employer, and
to the Swiss economy as a whole, the well-being of which hangs to a great extent on the per-
formance of the financial centre. We would like to thank Bruno Gehrig warmly for his ster-
ling contribution to Swiss Life and wish him every success and the best of health for the
future.

Gerold Bührer Rolf Dörig
Vice Chairman of the Board of Directors Delegate of the Board of Directors
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“In times of crisis, security is valued more highly.”

Bruno Pfister has served as Swiss Life’s Group Chief Executive
Officer since May 2008. In this interview he explains how the
financial market crisis has impacted corporate strategy and
results, and why the prevailing market environment also offers
opportunities for a focused pension provider such as Swiss Life.

Mr Pfister, three years ago you were travelling parts of the Silk Road. Which do you
think was more difficult: Steering Swiss Life through the financial crisis or making it
along the Silk Road from Europe to China 500 years ago?
It’s hard to say. Communication channels at the end of the Middle Ages were far inferior to
those available today. It was impossible to reliably assess the risks involved in journeying
from Europe to China. Nobody knew what could happen on the Silk Road.

But the journey through the 2008 financial year was also anything but smooth.
That’s true. The capital markets took a major beating in 2008, and Swiss Life did not escape
unscathed. In contrast to the crisis six years ago, practically all asset classes have been affect-
ed. It wasn’t possible to predict the full extent and the consequences of this development.

6Interview with the Group Chief Executive Officer

“We are convinced, that the life
and pensions business will grow
over the long term.”



Several banks and insurance companies were not able to survive this crisis without
help. What did Swiss Life do differently?
Those insurance companies that concentrated on their core business also had risks under
control in 2008. We kept within our available risk capacity at all times. As the situation
intensified in the second half of the year, our disciplined approach to risk management
enabled us to take measures and protect our capital rapidly, thus ensuring the company’s
survival.

The subject of risk leads us to targeted returns. Were return expectations too high in
recent years?
On the basis of our business model and taking market expectations into account, we set our-
selves a target of 12% return on equity. This is not at all excessive. The crisis is now forcing
everyone to rethink their return expectations, however.

Results are disappointing due to the huge decline on the financial side. In what areas
has the Swiss Life Group nevertheless made progress in 2008?
Most certainly in product management. In Germany we launched our first f lexible product
with variable guarantees – also known as variable annuities – and have built up a product
platform in Luxembourg. In the individual markets we have made progress with new prod-
ucts, and have also improved the product development process. We now focus much more
closely on real client requirements, instead of being swayed by technical considerations as
we were so often in the past.

What about distribution?
The cooperation with AWD is beginning to bear fruit. By realigning two products to the
needs of AWD target clients in the German market we have achieved pleasing results. Admit-
tedly this is a small segment, but the experiences gained will help us with the further devel-
opment of cooperation. We have also developed a new product in Switzerland and success-
fully introduced it at AWD. These first steps show how the cooperation with AWD can
improve our products, making them easier to sell, not just by AWD, but also by other distri-
bution channels.

By acquiring the AWD Group Swiss Life significantly increased its distribution capac-
ity overnight.
This has radically changed our organisation. A few years ago only one in five employees
worked in distribution. Today, including the independent advisors that work for AWD, every
other employee is part of distribution. The majority of our employees now have direct client
contact.

You have suffered a setback in the international insurance business for high net worth
individuals, your private placement life insurance business. Was this due exclusively to
the financial market crisis?
The collapse of the markets, particularly in October 2008, greatly unsettled wealthy clients.
This is understandable; this client segment lost a great deal of money. But another reason is
the legal uncertainties in Germany – an important market for us. We have since realigned
our products to the new conditions, however.
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How do you assess the potential for this area of business?
Wealth management for international private clients will undergo significant changes in the
coming years. I therefore see great opportunities for our range of products and services. 
I believe that this business will return to growth. We have therefore increased our global
reach with a branch office in Singapore and a sales location in Dubai. The first few weeks of
2009 make me optimistic.

Premium volume of the Swiss Life Group fell a total of 13% to CHF 18.5 billion. Why
was that?
When making comparisons with the previous year you must bear in mind that the first half
of 2007 also includes premium volume of about CHF 1.9 billion from the French ERISA
companies that we sold. Without the ERISA component, the fall in premiums is only 4%.
The welcome premium growth in France could not quite offset negative premium trends in
the other markets, although we were able to defend our leading position in Switzerland. In
Germany the single premium business declined significantly in 2008 due to the market envi-
ronment, but we were very successful with policies carrying periodic premiums and conclud-
ed over 50 000 policies for the first time in our history.

What impact will the disappointing financial results have on strategy? Should we
expect adjustments?
Swiss Life’s strategy is based on our conviction that the life and pensions business will grow
over the long term, and to a greater extent than the rest of the economy. There are two main
reasons for this: demographic developments and the increasing pressure on public-sector
finances in many countries. As a result, the state-financed part of retirement provision will
become relatively less significant, while the privately-financed part will need to be strength-
ened if the standard of living is to be more or less maintained after retirement. The current
market environment does not fundamentally change this state of affairs.

And what does this mean for the strategy of Swiss Life?
We expect pension gaps to widen in the coming years, thereby increasing demand for pen-
sion provision. With this in mind, our strategy is the right one and there is no reason to
change anything. The financial crisis restricts our financial f lexibility, however. As a result,
our growth targets have faded into the background and capital protection has become the
highest priority in this phase.

Swiss Life’s distribution strategy and the acquisition of AWD is still criticised in pub-
lic. How do you respond?
I can understand the criticism insofar as we must now produce numbers and facts over the
next few years to prove that the acquisition was the right move. By acquiring AWD we plan
to diversify our income stream and to expand our distribution capacity in Germany in par-
ticular in order to exploit the potential of Swiss Life more effectively. In Switzerland, AWD
enables us to take a large step towards our vision of multichannel distribution. AWD also
gives us access to markets in which we are currently not represented, such as those of Cen-
tral and Eastern Europe. And thanks to AWD we now have access to additional market intel-
ligence with regard to client requirements and product trends. AWD also benefits, as
Swiss Life helps AWD to make its own business more efficient and to increase revenue. The
experiences of the past few months have shown that the perspectives for adding value with
this partnership are still intact.
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“By acquiring AWD we plan to
diversify our income stream and to
expand our distribution capacity.”



You mentioned the rapid expansion of distribution, but the biggest and best distribu-
tion network can only function if it has competitive products to sell. Where do you
stand in this regard?
Innovativeness improved significantly in 2008 in particular. Product management is now
much more closely aligned to client needs. The expertise provided by AWD helped here, as
the success stories in Germany and also in Switzerland demonstrate. The potential of the
cooperation between Swiss Life and AWD will not be realised overnight, however. It will take
time, because we must take care not to undermine AWD’s successful business model of inde-
pendent financial advice, but rather to strengthen it. This requires a cautious and carefully
thought out approach.

Your principal markets are quite saturated. Does this impose limitations?
The various analyses we have performed show that Europe is the world region where the life
insurance business is still growing most in absolute terms. Growth may be lower here in per-
centage terms than in other regions, but because the base is so much larger the European
life insurance market is still attractive, even in terms of growth. And as I already mentioned,
demand for pensions and privately-financed pension solutions will grow significantly.

So you could say that bad news is good news for insurance companies?
I’m quite sure that financial crises in particular heighten clients’ understanding of risks. 
In the current environment, solutions that offer security and limit risks are valued more
highly.

And finally the most difficult question: Have you ever tried to explain your job to your
son?
No, not yet. I think it would be difficult to explain the concept of life insurance to a five-
year-old. It would be too much for both him and me. He knows where I work, however, and
visits me every now and then.

And if he were to ask you?
Then I would tell him that we make people’s lives and the future more secure. And with the
protection that we guarantee for him, his friends and their parents and relatives, we give a
lot of people a bit of security and hope.
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10Strategy and Markets

Strategy and Markets | As a specialist in life and pensions,
Swiss Life is well positioned to benefit from the increasing demand
for life insurance and pension solutions. However, due to the
negative developments on the financial markets, the financial
targets for 2008 could not be reached. Swiss Life is confident that
the measures introduced will enable it to make further progress 
in implementing its strategy and to return to profitability in 2009.

Swiss Life’s mission: “We are committed to helping people create a financially secure future.
For life.” has gained in importance with the financial market crisis and its implications for
the real economy. In times of uncertainty, clients want professional advice and a partner they
can trust for their life insurance and pensions. This is exactly what Swiss Life has to offer.
As life expectancy rises and birth rates fall, demand for life insurance and pensions will con-
tinue to grow over the long term. Against the backdrop of the challenges facing states and
their governments in trying to overcome the current economic crisis, privately funded pen-
sion solutions will gain in significance. In a recent study, the management consulting firm
Oliver Wyman confirmed its 2004 forecast that the global life insurance industry is poised
to generate USD 1600 billion in shareholder value by 2014. As a leading international speci-
alist in life and pensions, Swiss Life is well positioned to benefit significantly from this devel-
opment.

LEADING SPECIALIST FOR LIFE INSURANCE AND PENSIONS | Swiss Life has become a
focused European life insurer in recent years. The company is one of only a few independent
enterprises in Switzerland, France and Germany that concentrates on life and pensions.

In its home market Switzerland, Swiss Life, with a share of around 30%, remains the market
leader for pensions, despite increasingly tough competition. Swiss Life improved its market
position in 2008 thanks to a number of product innovations, particularly in the area of non-
traditional products. Furthermore, the cost base has been continuously reduced over the last
few years, thereby enhancing competitiveness.

In France, Swiss Life holds a leading position in the health insurance sector and in the pen-
sion business it is a preferred alternative to large national providers, especially for high net
worth individuals and independent entrepreneurs. Swiss Life has steadily improved its mar-
ket position in recent years, thanks to an innovative range of products and a well-diversified
distribution network.

In times of uncertainty, clients
want professional advice and a
partner they can trust.
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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 close cooperation
with AWD, Swiss Life can now exploit its potential even more effectively.

AWD plays a key role in the strategic development of Swiss Life. Life insurance and pensions
is a business that will continue to involve considerable advisory services. The role played by
professional financial sales companies that offer independent advice and allow clients to
choose the product that suits them best will continue to grow. In addition to strengthening
the distribution capabilities of the Swiss Life Group and facilitating access to new markets,
AWD also improves Swiss Life’s understanding of client needs when designing products and
contributes to the diversification of earnings. In 2012, the AWD Group aims to achieve ear-
nings of EUR 1 billion and EBIT of EUR 130 million.

Swiss Life is a leading player in cross-border private placement life insurance. Swiss Life tar-
geted this business area for further expansion in 2008 with the opening of a branch office
in Singapore and a sales office in Dubai. However, the growth momentum slowed tempora-
rily in this area, especially in the second half of the year, due to the financial market crisis
and the legal uncertainties that have arisen in some markets. Nevertheless, Swiss Life still
sees promising market potential for this business which combines individual asset manage-
ment with attractive pension planning solutions.

Swiss Life offers customised employee benefits solutions for international companies. The
Swiss Life Network, the reinsurance business in Zurich and the international corporate
client business of Swiss Life in Luxembourg form the basis of its global relationships. In
order to more efficiently provide international companies with products and services in the
area of employee benefits, the Swiss Life Group consolidated these areas in 2008 to form the
Corporate Solutions business unit. The employees of this business unit serve their clients
from Zurich, London, Luxembourg, Paris, Hamburg, Copenhagen and Singapore. The
Swiss Life Network is made up of over 50 partners and serves in excess of 400 multinational
companies in more than 70 countries around the globe.



STRATEGY FURTHER DEVELOPED AND CONSISTENTLY IMPLEMENTED | At the end
of 2007 Swiss Life presented its new pensions leadership strategy. Swiss Life wants clients,
distribution partners, investors and employees to regard it as the first choice for life insu-
rance and pension solutions. Whoever thinks of financial security and retirement provision
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 seizes growth opportunities in
its existing markets, in international business and in attractive growth markets. To further
improve efficiency, enhance international cooperation and optimise capital management, 
a functional management structure was established. Swiss Life pressed ahead with the
implementation of its corporate strategy in 2008 by expanding its distribution capacity,
strengthening its position in all markets thanks to product innovations, and enhancing
competitiveness by introducing measures to improve efficiency. Furthermore, Swiss Life
introduced the right measures at the right time to ensure solid core capital despite the tur-
bulence on the financial markets. The risk management processes introduced and continu-
ously developed over the last few years have borne fruit in the extremely challenging market
environment of the past business year.
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Focused life and pensions specialist

Ambition | We aim to become a leading international
life and pensions specialist.

Mission | We are committed to helping people create a
financially secure future. For life.

Focus on retirement needs Focus on growth opportunities Focus on functional excellence

Foster employee commitment



MULTICHANNEL DISTRIBUTION STRENGTHENED | Direct contact with clients is a 
key success factor in the life insurance and pensions business. With the acquisition of 
AWD, targeted smaller-scale takeovers in France and measures to boost sales performance 
through tied distribution channels, Swiss Life further strengthened its multichannel distri-
bution structure in 2008. Including AWD advisors, Swiss Life increased the proportion of
employees working in distribution from less than 25% to over 50%.

The cooperation between Swiss Life and AWD is progressing well. Swiss Life products in 
Germany have already been included in AWD’s “best select” range in various product 
categories. The sales volumes of these products have risen accordingly. The improved 
positioning also led to an increase in sales of the corresponding products via the existing
broker channel. In Switzerland, AWD introduced its first Swiss Life product in Novem-
ber 2008. This innovative product was developed in close cooperation between specialists
from Swiss Life and AWD to meet the needs of AWD target clients. Initial experiences have
been positive here too. The cooperation consistently follows AWD’s “best select” model. 
The independent financial advisor business model is not affected.

INNOVATIVE PRODUCTS SUCCESSFULLY LAUNCHED | Client needs are clearly moving
towards an optimum combination of liquidity, security and return. Unit- or index-linked
solutions with selectable, f lexible guarantees, such as variable annuities, are in demand. 
Not only are such products better aligned to client needs, they also provide greater clarity as
to where the added value comes from and how it is allocated. This, and the fact that these
products tie up less risk capital, is advantageous for shareholders, too. Swiss Life has there-
fore expanded its range of non-traditional products in all markets and increased the share
of this product category in new business to 40% in 2008.

An important step in the further expansion of the product mix in favour of non-traditional
products was the start-up of the product factory for variable annuities according to 
schedule. Swiss Life successfully launched the first product in this growth segment in 
Germany in the third quarter. Additional product launches are set for 2009. The product
factory’s location in Luxembourg allows Swiss Life to market these solutions throughout
the European Union. 

In order to strengthen product development throughout the Group, Swiss Life established
the Group Product Management business area in 2008. In this way, Swiss Life wants to pro-
mote the exchange of knowledge in product development and bring innovative products
that meet client needs and profitability requirements to market more rapidly.

EFFICIENCY INCREASED BY STREAMLINING CORPORATE CENTER | Following the
various efficiency programmes at the business units, Swiss Life is now streamlining its Cor-
porate Center in Zurich. The division of responsibilities between the Corporate Center and
the business units is being adjusted and clearly allocated, and the number of centrally imple-
mented IT projects reduced. The new Corporate Center will concentrate on Group functions
and on delivering shared services for collective use by the business units. All other tasks will
be assumed directly by the business units or will be discontinued. The aim is to increase cost
transparency, delegate greater responsibility to the business units and tighten up the cost
base. With these measures, Swiss Life will reduce costs by around CHF 90 million by 2012.
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In addition, strict cost management continues to have high priority in all areas. Swiss Life
consistently works on further enhancing efficiency. The Operations area, for example,
implements the lean management method, which focuses on the continuous improvement
of a company’s processes, organisation and products. In addition to the short-term optimi-
sation of all processes, this method strives to embed continuous improvement in the work-
flows themselves. Initial projects have already begun.

SOLID CAPITAL BASE PROTECTED THANKS TO TIMELY MEASURES | Swiss Life can
ground the further implementation of its strategy on a solid capital base: As part of its active
capital management policy, Swiss Life introduced a number of measures, particularly from
September 2008 onwards, to shield its equity from the negative repercussions of the turbu-
lence on the financial markets. Balance sheet risks were drastically reduced, the current share
buyback programme was discontinued, and the proposed distribution of profit was signifi-
cantly reduced. Furthermore, Swiss Life made a timely decision to utilise the possibility cre-
ated by the International Accounting Standards Board to post certain bonds at market value
to the IFRS balance sheet as per 1 July 2008 under the position of loans; these bonds had
previously been carried as financial assets available for sale but for which a liquid market no
longer exists. This eliminates the short-term impact of the f luctuations in the market value
of these securities due to the illiquid market situation. This better ref lects the liabilities
associated with these investments and the long-term focus of the business. In the fourth
quarter of 2008, Swiss Life structured its investments to generate earnings exceeding the
benefits guaranteed to clients, even though market conditions were difficult and interest
rates remained low.

PERFORMANCE CULTURE FURTHER STRENGTHENED | A key prerequisite for making
further progress in implementing strategy is employee commitment. Swiss Life wants to
further strengthen its performance culture, with special emphasis on client orientation and
innovativeness. A survey is conducted every year to measure employee commitment.
Employee commitment comprises job satisfaction and identification with work. Despite the
intensification of the financial market crisis in the second half of the year and the very chal-
lenging market environment, Swiss Life achieved a commitment value of 76 on a scale of 10
to 100 in the September 2008 Employee Survey. This is a very good score in comparison to
other companies. The commitment value has improved steadily over the past few years and
the target value of 80 was exceeded in many areas.

PRIORITIES FOR 2009: FOCUS ON INNOVATION AND EFFICIENCY | Swiss Life was
unable to escape the damage inflicted by the financial market crisis in 2008. The annual
result is disappointing and the financial targets have not been met due to the negative 
developments on the financial markets. However, Swiss Life made further progress in 
the implementation of its strategy. It significantly expanded distribution, strengthened its 
position in all markets thanks to product innovations, and created the prerequisites for 
further efficiency improvements.
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In March 2009 Swiss Life announced a strategic partnership with Talanx, the third largest
insurance group in Germany in terms of premium income. The two companies will coope-
rate in certain defined areas. With this partnership, Swiss Life aims to drive international
growth and to strengthen its market position in Germany further. To reinforce this partner-
ship, Talanx will purchase a stake of around 10% in Swiss Life. Talanx will also acquire a 8.4%
participation in MLP from Swiss Life. Swiss Life intends to reduce its remaining participa-
tion in MLP from 15.9% to below 10%. Independently of each other, Swiss Life and Talanx
will each seek to cooperate with MLP within the new structure.

Due to the volatile market environment, Swiss Life has decided not to redefine its long-term
targets at present. In 2009, Swiss Life will concentrate on protecting its solid capital base,
consistently implementing its strategy with a focus on efficiency and innovation and thus
on exploiting the available potential even more effectively.

The market for life insurance and pensions will continue to grow over the long term. As a
leading international life and pensions specialist, Swiss Life is well positioned to benefit 
significantly from this market development and to create attractive added value and open
up interesting perspectives for its shareholders, clients and employees.
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Profit from operations
In CHF million
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Summary of Group Results | The Swiss Life Group made further
progress in 2008 in the implementation of its strategy. However,
the financial market crisis cut into the financial result. The net
profit, which includes extraordinary gains on disposals, came to
CHF 345 million. Continuing operations recorded a loss of
CHF 1.1 billion. The capital base remains solid with equity at a
level of CHF 6.6 billion.

CONSOLIDATED RESULT | The Swiss Life Group posted a net profit of CHF 345 million
for 2008. After allowing for minority interests, the profit attributable to shareholders came
to CHF 350 million. This translates into (diluted) earnings per share of CHF 10.88 and a
return on equity of 5.0%. The stated profit includes extraordinary gains after taxes on the
sales of the Dutch and Belgian business as well as of Banca del Gottardo amounting to
CHF 1488 million. Continuing operations resulted in a loss of CHF 1143 million, compared
with a profit of CHF 726 million in the previous year. This disappointing outcome is attrib-
utable to the negative trend in the financial markets and its impact on the financial result.
This declined steeply from the previous year’s CHF 4.9 billion and stood at CHF 0.5 billion,
due to the impairments which became necessary on investments and the losses realised in
the course of minimising risks. The profit also includes an impairment of CHF 159 million
(EUR 100 million) on the stake in MLP.

RESULT FROM OPERATIONS HIT BY DEVELOPMENTS ON THE FINANCIAL MARKETS |
Continuing operations produced a segment loss of CHF 842 million. The insurance busi-
ness in Switzerland was hit the hardest by the distortions on the financial markets. Swiss Life
recorded a loss of CHF 748 million for this segment. The previous year still saw a profit of
CHF 650 million for this figure. The operating results from the insurance business in France
and Germany also recorded a significant decline against the previous year due to the impact
of the financial market crisis on the financial result. A segment profit of CHF 40 million
was generated in France and of CHF 29 million in Germany. The loss of CHF 36 million in
the Insurance Other business segment, which comprises the companies in Luxembourg and
Liechtenstein, is mainly attributable to the investments in building up the new product plat-
form in Luxembourg and the geographical expansion of business with high net worth indi-
viduals. At CHF 94 million, the Investment Management segment achieved a result in line
with the previous year’s figure, despite the adverse market environment.

Segment result
In CHF million
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The AWD Group has been consolidated in the figures reported by the Swiss Life Group since
the end of March 2008 and is published as a segment. This segment turned in a loss of
CHF 41 million. AWD’s operating results were down significantly due to developments in
the United Kingdom and Austria caused by the financial market crisis. The segment result
also includes restructuring costs amounting to CHF 40 million for the refocusing of 
business in the United Kingdom and amortisation expenditure of CHF 21 million for client
relationship assets taken on in the acquisition. The result for the Other segment, which
mainly comprises financing and holding companies, dropped from CHF 62 million to
CHF 9 million due to currency effects. Unallocated corporate costs increased from
CHF 73 million in the previous year to CHF 116 million. The rise was primarily caused by
one-off expenses for projects relating to the implementation of the strategy.

GROWTH MOMENTUM SLOWED | The Swiss Life Group posted gross premiums, policy
fees and deposits received under insurance and investment contracts totalling CHF 18.5 bil-
lion in 2008. When making comparisons with the previous year, it must be noted that the
figures for the first half of 2007 contain the French ERISA companies’ premium volume,
which came to some CHF 1.9 billion. These companies have since been sold. Without 
ERISA’s contribution the decline in premiums came to 4%. Above all, the downturn is 
due to the lower income from deposits under insurance and investment contracts. At
CHF 13.3 billion, net earned premiums were held at the previous year’s level. In Switzerland,
Swiss Life registered gross premiums of CHF 8.2 billion, which represents 44% of total 
premium volume. In France, Swiss Life grew premium income on a comparable basis by 4%
to CHF 5.8 billion, with French operations contributing 31% to total volume for 2008. In
Germany, premium income receded by 8% to CHF 2.0 billion owing primarily to the market-
driven collapse of the single premiums business. German insurance operations made up 11%
of total premium volume. The companies in Liechtenstein and Luxembourg, which mainly
conduct cross-border business, posted gross premiums amounting to CHF 2.6 billion in
2008. This represents a 20% decline on the prior-year figure and primarily ref lects the focus
of high net worth individuals on liquidity as a result of the financial market crisis. This 
segment contributed 14% to total premium volume.

Fee income from asset management and other commission income increased due to the
first-time consolidation of AWD from CHF 196 million to CHF 950 million.
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Financial result
In CHF million
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Core capital
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Equity incl. minority interest

Key figures for the Swiss Life Group

In CHF million 2008 2007 +/–

Gross written premiums, policy fees and deposits received 18 515 21 213 –12.7%

Net earned premiums and policy fees 13 514 13 705 –1.4%

Asset management and other commission income 950 196 n.a.

Financial result 451 4 935 –90.9%

Other income 292 147 98.6%

Total income 15 207 18 983 –19.9%

Net insurance benefits and claims –12 915 –13 268 –2.7%

Policyholder participation 429 –1 746 n.a.

Interest expense –393 –455 –13.6%

Operating expense –3 319 –2 489 33.3%

Total expense –16 198 –17 958 –9.8%

Profit from operations – 991 1 025 n.a.

Net profit 345 1 368 –74.8%

Equity 6 652 7 334 –9.3%

Insurance reserves 113 308 121 829 –7.0%

Assets under management 120 364 121 167 –0.7%

Assets under control 134 326 138 946 –3.3%

Return on equity (in %) 5.0 18.1 n.a.

Number of employees (full-time equivalents) 8 184 8 556 –4.3%

FINANCIAL RESULT IMPACTED BY HIGH IMPAIRMENTS | The crisis on the US real estate
market, by which Swiss Life was in no way directly affected, negatively impacted almost all
asset classes in 2008. The necessary impairments on investments and the realisation of losses
to reduce balance sheet risks resulted in a huge reduction in the financial result from invest-
ments held at own risk in insurance business for this extraordinary year from CHF 4.2 bil-
lion to CHF 0.3 billion. Direct investment income matched the previous year’s level, how-
ever, and a direct return on investment of 4.1% was achieved. Taking into account asset
changes relevant to the income statement, losses realised in connection with the reduction
of balance sheet risks, and asset management costs, the net investment return came to 0.3%
(2007: 3.8%). The total investment return of 0.5% (2007: 1.0%) also includes the asset changes
directly ref lected in equity. When the fair value of investments not reported at market value
on the balance sheet is factored in, the overall performance was –0.7%. Swiss Life signifi-
cantly reduced the risks carried on the balance sheet in the wake of the dramatic develop-
ments on the financial markets in the second half of 2008. The adjusted asset allocation is
geared to generate earnings exceeding the benefits guaranteed to clients, even under persist-
ently difficult market conditions and at today’s low interest levels. These measures proved
effective in recent months.
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FURTHER EFFICIENCY GAINS TARGETED | Insurance benefits and the change in the 
mathematical reserve showed a net reduction of 3% to CHF 12.9 billion. The significantly 
lower financial result and the special situation in several countries due to valuation 
differences between local valuation guidelines and IFRS guidelines resulted in policyholder
participation income of CHF 429 million for Swiss Life. Operating costs climbed 8% on a
comparable basis as a result of investments in new business areas and growth initiatives. In
Switzerland, on the other hand, operating costs were reduced by a further 3% on a compa-
rable basis.

Strict cost management continues to be a high priority for Swiss Life. In this connection
Swiss Life announced plans in November 2008 to streamline its Corporate Center in Zurich,
leading to further cost savings of CHF 90 million. Primarily as a result of the first-time 
consolidation of the AWD Group, operating expenses increased from CHF 2.5 billion to
CHF 3.3 billion overall. Because of the dissolution of tax provisions no longer required and
current losses which could only be partially deferred, the company posted a tax income of
CHF 29 million. Tax expenses totalled CHF 122 million in 2007.

SOLID CAPITAL BASE | Liabilities from insurance operations declined by 7% to
CHF 113.3 billion. More than half of this reduction is due to currency effects. Contract ter-
minations in Switzerland and the negative developments of assets in the business with high
net worth individuals also contributed to the decline. Despite the severity of the financial
market crisis in the second half of 2008, the capital base is still solid. Swiss Life significantly
reduced its balance sheet risks at the right time in the second half of 2008 to shield its equity
from further negative repercussions of the financial market crisis. Shareholders’ equity for
the Swiss Life Group stood at CHF 6.6 billion on 31 December 2008, representing a decline
of less than 10% on the prior-year figure. The Group solvency ratio on an IFRS basis 
came to 159% at the end of the year. The core capital declined from CHF 11.6 billion to
CHF 10.0 billion. Assets controlled by the Swiss Life Group totalled CHF 120.4 billion (–1%).

Asset allocation on fair value basis as at 31 December (insurance portfolio)

In CHF million 2008 2007

Equity securities and equity funds 2 335 2.2% 8 967 8.0%

Alternative investments 3 272 3.1% 6 025 5.3%

Real estate 12 662 11.9% 12 252 10.9%

Mortgages 5 644 5.3% 5 784 5.1%

Loans 13 355 12.6% 14 518 12.9%

Bonds 62 350 58.6% 61 849 54.9%

Cash and cash equivalents and other 6 709 6.3% 3 263 2.9%

Total 106 327 112 658

Net equity exposure 0.8% 7.5%

Duration of bonds 9.2 years 8.7 years
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EMBEDDED VALUE | The embedded value serves as an indicator of the value of the exist-
ing insurance portfolio. It is made up of three components: the present value of future prof-
its (PVFP) minus the present value of the cost of holding capital (CoHC) plus the adjusted
net asset value (ANAV). Future new business is not included.

For the model PVFP calculations, the best possible assumptions are made regarding a num-
ber of factors, in particular returns on investment, the development of costs and claims, pol-
icyholder participation and the risk discount rate. Business is also assumed to be continu-
ing at the same level (going concern) and the current cost ratios – adjusted for inflation –
are thus assumed to hold good for the future as well. The opportunity costs of the capital
to be provided by shareholders to cover the solvency margin arising from the existing insur-
ance contracts for their current maturities is charged to the PVFP.

The extent to which the embedded value is dependent on the assumptions made can be seen
in the “Economic sensitivities” table on the next page.

DEVELOPMENT IN 2008 | Embedded value for the Swiss Life Group came to CHF 8457 mil-
lion as at 31 December 2008. This corresponds to a decline of CHF 4380 million compared
with the previous year and an embedded value per share of CHF 241. The changes in embed-
ded value are shown in the “Analysis of change” table on the following page. Extraordinary
impacts arose in 2008 from the unfavourable development of the capital market (impact of
CHF 3568 million after taxes for 2008) and from the expectation of lower future returns
(impact of CHF 1017 million after taxes). Operational improvements and demographic
trends had a positive effect of CHF 408 million on the embedded value. Due to the higher
volatility of investments in the second half of 2008, the solvency margin used as the basis
for the valuation was increased from 100% to 150% of the statutory minimum. This led to
additional solvency costs of CHF 484 million.

Embedded Value of the Swiss Life Group as at 31 December

In CHF million 2008 2007 +/–

Switzerland 2 311 4 847 –52.3%

Europe without Switzerland 2 577 4 996 –48.4%

ANAV Swiss Life Holding 1,2 3 569 2 994 +19.2%

Swiss Life Group 8 457 12 837 –34.1%

thereof ANAV 1 6 088 8 705

thereof PVFP 3 3 502 4 880

thereof cost of holding capital –1 133 –748

1 Adjusted Net Asset Value
2 Equity of Swiss Life Holding including revenue from disposals, less book value of Swiss Life/Rentenanstalt
3 Present Value of Future Profits
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Assumptions for embedded value calculations

Europe without
Switzerland Switzerland

current in 5 years current in 5 years

Risk discount rate 7.0% 7.0% 8.0% 8.0%

Total weighted return on new money 2.7% 3.5% 3.9% 4.8%

Return assumptions per asset class

Return on bonds 2.4% 3.3% 3.5% 4.7%

Real estate return 4.8% 4.7% 5.1% 5.4%

Equities return 6.5% 6.5% 7.5% 7.5%

Return on alternative investments 6.5% 6.5% 7.5% 7.5%

Analysis of change

In CHF million

Embedded value of the Swiss Life Group as at end of 2007 12 837

Dividend payments –596

Unwind 2008 +782

2008 investment return: variance from assumptions made at the end of 2007 –3 568

Future investment return: variance from assumptions made at the end of 2007 –1 017

Effects of the increase of the solvency margin to 150% –484

Effects of changes in demographic and operational assumptions +408

Fiscal effects: variance from assumptions made as at the end of 2007 +240

Change in currency exchange rate –238

Value of new business 2008 +78

Various +15

Embedded value of the Swiss Life Group as at the end of 2008 8 457

Economic sensitivities

Europe ANAV
without Swiss Life

In CHF million Switzerland Switzerland Holding Total

Embedded value of the Swiss Life Group as at the end of 2008 2 311 2 577 3 569 8 457

Impact of 100 bps increase in investment return +421 +313 +734

Impact of 100 bps decrease in investment return –618 –303 –921

Impact of 100 bps decrease in risk discount rate +272 +199 +471

Impact of 100 bps increase in return on new bond investments +41 +207 +248

New business sensitivities

In CHF million

Value of new business 2008 78

Impact of 100 bps increase in investment return +49

Impact of 100 bps decrease in risk discount rate +34

Impact of 100 bps increase in return on new bond investments +29

Attestation regarding embedded value information as at 31 December 2008
“PricewaterhouseCoopers has reported to the Board of Directors that, based on the procedures performed, in their opinion:
– The methodology set out in the EV-Guidelines, in all material respects and with due regard to the nature of the business, is appropriate and

consistent for the purpose of the (traditional) embedded value;
– The local implementation of the methodology is, in all material respects and with due regard to the nature of the business, consistent with the

prescriptions of Swiss Life and in line with general market practice;
– The assumptions determined by the Swiss Life Group are reasonable to derive the embedded value information;
– The embedded value information has been properly compiled on the basis of the chosen assumptions and methodology.
The assurance report issued by PricewaterhouseCoopers to the Board of Directors, where the assumptions made, the work performed and the results
are outlined, can be seen on www.swisslife.com.”
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Direct written premiums
by type of insurance
Total 100%

1 Group 47%

2 Individual 50%

3 Other 3%

Segment Reporting | Swiss Life reports its insurance business
results by country. Further segments are Investment Management
and AWD. The areas sold in insurance and banking in 2008 are
disclosed separately. The negative developments on the financial
markets led to an overall segment loss for continuing operations of
CHF 726 million.

Following the disposals of the Dutch and Belgian insurance business and of Banca del 
Gottardo, which were announced in November 2007, Swiss Life adapted its reporting last
year to ref lect the new situation. Continuing insurance operations have been broken down
by country into Insurance Switzerland, Insurance France, Insurance Germany and Insurance
Other. Insurance Other comprises the results of the companies in Liechtenstein and Luxem-
bourg. Two further segments are Investment Management and Other, the latter containing
the financing and holding companies. Following acquisition of a majority stake in the AWD
Group, AWD operations have been fully consolidated and reported as a new segment since
the end of March 2008. The Segment Reporting section of the Financial Statements dis-
closes the results for the areas sold separately. The units were fully consolidated until the
respective transactions were finalised: on 29 April 2008 for operations in the Netherlands
and Belgium, and on 7 March 2008 for Banca del Gottardo.

As a result of the high impairments on investments resulting from the financial market 
crisis, continuing operations posted a segment loss of CHF 726 million for 2008. The Invest-
ment Management segment, with a result of CHF 94 million, matched the previous year’s
performance, but all other segments declined. Insurance Switzerland was affected the most
by the distortions on the financial markets, recording a segment loss of CHF 748 million,
despite the progress made in implementing the strategy. The AWD segment also posted a
loss. In addition to the decline in profit from operations in connection with the crisis as well
as investments in the future positioning of the company, this was primarily due to restruc-
turing costs of CHF 40 million for the refocussing of activities in the United Kingdom.

Gross written premiums for continuing operations amounted to CHF 18.5 billion. Without
including premium income from the ERISA companies which were sold in 2007, premium
volume in France declined 4% in 2008 vis-à-vis the previous year.

Discontinued operations generated a result of CHF 1099 million for the Insurance segment
and CHF 595 million for the Banking segment as a result of gains made on disposals.
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Segment result Insurance Switzerland
In CHF million
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INSURANCE SWITZERLAND | Swiss Life maintained its leading market position in 
Switzerland in 2008 and made further progress in the implementation of its strategy. 
Operating costs were reduced by an additional 3%, a number of product innovations were
successfully brought to market, the effectiveness of the sales force was enhanced, and the
cooperation with AWD got underway. However, the distortions on the financial markets led
to high impairments on investments, particularly in the fourth quarter, resulting in a loss
of CHF 25 million for the financial result. A positive result of CHF 2556 million was
achieved in the previous year. A segment loss of CHF 748 million was posted, vis-à-vis a seg-
ment profit of CHF 650 million for the previous year.

According to estimates by the Swiss Insurance Association (SIA), premiums in the Swiss Life
insurance market increased 2.7% to CHF 28.5 billion in 2008. The increase in premiums
amounted to 3.2% for group insurance and 1.4% for individual insurance. Following strong
growth of 11% the previous year and the company’s reserved approach with regard to the
promotions offered by many competitors, Swiss Life posted a slight drop in premiums of 3%
to CHF 8172 million for the 2008 financial year. Around 80% of premium volume was 
derived from occupational benefits insurance. Premium volume, at CHF 6476 million, was
down 3% in this area. Swiss Life’s share of the market stood at 32% (2007: 34%). Premium
income for individual insurance declined by 1% to CHF 1696 million, and the market share
also receded slightly to 19%. With an overall market share of 28%, Swiss Life maintained its 
leading position in its home market in 2008.

Insurance benefits, including changes in insurance reserves, fell by 8% to CHF 8059 million.
This reduction is primarily due to a reduced need for provisions for future risks and lower
savings premiums. The favourable claims experience also had a positive impact. The collapse
of the financial result translated into reduced policyholder participation. This position
declined from CHF 458 million in 2007 to CHF 112 million.

Key figures for Insurance Switzerland

In CHF million 2008 2007 +/–

Gross written premiums, policy fees and deposits received 8 172 8 413 –2.9%

Net earned premiums and policy fees 7 963 8 200 –2.9%

Asset management and other commission income 49 38 28.9%

Financial result (without share of results of associates) –25 2 556 n.a.

Other income 292 –24 n.a.

Total income 8 279 10 770 –23.1%

Net insurance benefits and claims –8 059 –8 758 –8.0%

Policyholder participation –112 –458 –75.5%

Interest expense –141 –133 6.0%

Operating expense –715 – 771 –7.3%

Total expense –9 027 –10 120 –10.8%

Segment result –748 650 n.a.

Assets under control 70 365 74 996 –6.2%

Insurance reserves 64 462 67 256 –4.2%

Number of employees (full-time equivalents) 2 743 2 792 –1.8%
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Premiums for Switzerland,
by type of insurance
Total 100%

1 Group 79%

2 Individual 21%

On the expenses side, Swiss Life was able to continue the positive trend of the last few years.
Adjusted operating expenses were reduced by a further 3%, thanks to efficiency gains from
the finalised integration of «La Suisse», the optimisation of processes, and the successful
completion of projects. Total operating expenses declined by 7% to CHF 715 million.

In 2008 Swiss Life introduced a number of product innovations that are geared exclusively
to client requirements. Back in the first quarter of 2008 the company launched “Swiss Life
VitalityPlus”, a unit-linked product financed by periodic premiums which offers policyhold-
ers the option to waive death coverage in order to receive higher savings premiums. In the
second quarter, the innovative group insurance product “Swiss Life ReturnPlus” was
brought to market, enabling clients with supplementary BVG insurance to waive minimum
guaranteed interest in favour of a higher expected return. The “Swiss Life Calmo Fund”, 
a unit-linked annuity product financed with single premiums, was introduced in the fourth
quarter. The first product to be distributed via AWD is called “Swiss Life Champion Duo”.
This is a unit-linked savings and risk insurance contract financed by periodic premiums.
AWD made a significant contribution to the development of the product, and thus the
launch via this distribution channel was also very successful. In addition to enhanced prod-
uct development and increases in efficiency, the expansion of multichannel distribution, the
focus on attractive client segments, and better realisation of the potential of the existing
client base were further areas of emphasis for Swiss Life in the 2008 financial year.

On 1 September 2008, Ivo Furrer, formerly CEO Life Switzerland and Member of the Global
Life Executive Committee of the Zurich Financial Services Group, joined Swiss Life as the
new CEO Switzerland. He replaced Paul Müller, who withdrew from business operations
after six successful years with Swiss Life and was appointed to the Board of Directors of the
Swiss Financial Market Supervisory Authority in December 2008.

To further intensify client orientation and thus to expand its position as the number one
life and pensions specialist, Swiss Life realigned its organisation in Switzerland at the begin-
ning of 2009 and added further functions to the Corporate Executive Board. This creates
the necessary conditions for focussing the expansion of multichannel distribution on
attractive client segments, promoting innovation and further increasing both quality and
efficiency.
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Premiums for France,
by type of insurance
Total 100%

1 Group 16%

2 Individual 41%

3 Health insurance 33%

4 Property 10%

Segment result Insurance France
In CHF million
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INSURANCE FRANCE | Swiss Life posted a segment result of CHF 40 million in France.
The sale of ERISA and ERISA IARD in July 2007 renders a year-on-year comparison difficult.
On a comparable basis, the segment result for 2007 amounted to CHF 187 million. 
The decline was largely caused by the lower financial result – down 93% at CHF 57 million
in 2008.

Premium income in the French life insurance market slid 11%. In health insurance, premium
volume rose by 5%. Overall, Swiss Life generated premium income of CHF 5763 million. On
a comparable basis, Swiss Life grew premium income by 4% (8% in local currency), whereby
life insurance was up 7% (11% in local currency) and health insurance gained 2% (5% in local
currency). Premium volume at Swiss Life outperformed the market due to the strength of
its multichannel distribution and the attractive range of products.

Insurance benefits were up 20% at CHF 2804 million on the back of the higher premium vol-
ume. Policyholder participation generated income as a result of large differences between
the local, statutory valuation guidelines and IFRS valuation guidelines. Although personnel
expenses were down, operating costs rose 12% on a comparable basis. This increase is due in
particular to higher expenses for commissions as a result of the growth and costs associated
with the expansion of distribution. In addition to acquiring the internet broker Placement
Direct, the company intensified relationships with independent financial consultants in
particular, and bought a stake in Financière du Capitole, an independent asset management
company.

On 1 July 2008, Charles Relecom, formerly CEO of Swiss Life in Belgium, took over 
as CEO France from Jacques Richier, who has assumed a new challenge outside the 
Swiss Life Group.

Key figures for Insurance France

In CHF million 2008 2007 +/–

Gross written premiums, policy fees and deposits received 5 763 7 411 –22.2%

Net earned premiums and policy fees 3 618 3 401 6.4%

Asset management and other commission income 66 46 43.5%

Financial result (without share of results of associates) 57 1 326 –95.7%

Other income 16 155 –89.7%

Total income 3 757 4 928 –23.8%

Net insurance benefits and claims –2 804 –2 372 18.2%

Policyholder participation 472 –777 n.a.

Interest expense –219 –287 –23.7%

Operating expense –1 166 –1 168 –0.2%

Total expense –3 717 –4 604 –19.3%

Segment result 40 324 –87.7%

Assets under control 25 399 24 071 5.5%

Insurance reserves 20 716 23 657 –12.4%

Number of employees (full-time equivalents) 2 134 2 191 –2.6%
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Premiums for Germany,
by type of insurance
Total 100%

1 Group 23%

2 Individual 77%

Segment result Insurance Germany
In CHF million
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INSURANCE GERMANY | Swiss Life posted a segment result of CHF 29 million in 
Germany. The year-on-year decline of CHF 36 million is a result of the negative performance
of the financial result – down to CHF 552 million from CHF 1064 million.

As in the previous year, the German life insurance market advanced only a marginal 0.8% in
2008. Swiss Life saw its premium volume decline by 8% (–5% in local currency) to
CHF 1977 million. Although Swiss Life was able to keep periodic premiums stable, income
from single premiums was down 25%. In the second half Swiss Life launched new products
and realigned existing ones resulting in positive premium income growth. Along with the
intensification of the cooperation with AWD, the traditional broker distribution channel
also contributed to an upswing in new business.

At CHF 1961 million, insurance benefits and policyholder participation were down 25% on
the 2007 figure due to the lower premium income and the significantly reduced financial
result. The increase in operating expenses by 1% (5% in local currency) to CHF 406 million
is mainly due to one-off expenses in connection with the revised law on insurance contracts,
the launch of new products and salary increases due to contractual tariff considerations.
Successful product innovations in 2008 include “Swiss Life Cash Growth”, a capitalisation
product for the reinvestment of final benefits with an attractive return, and “Swiss Life
Champion”, a f lexible, unit-linked product with guaranteed pension benefits. Swiss Life also
received a number of top ratings in 2008, including a “very good” quality rating from the
Assekurata rating agency. Assekurata assesses the quality requirements of German primary
insurers from the policyholder’s perspective.

Klaus G. Leyh held the position of CEO Germany since 1 October 2008. Previously in charge
of distribution, he took over from Manfred Behrens, who is now serving on AWD’s Board of
Management as Co-CEO.

Key figures for Insurance Germany

In CHF million 2008 2007 +/–

Gross written premiums, policy fees and deposits received 1 977 2 158 –8.4%

Net earned premiums and policy fees 1 819 2 009 –9.5%

Asset management and other commission income 27 32 –15.6%

Financial result (without share of results of associates) 552 1 064 –48.1%

Other income 17 4 n.a.

Total income 2 415 3 109 –22.3%

Net insurance benefits and claims –2 030 –2 119 –4.2%

Policyholder participation 69 –502 n.a.

Interest expense –19 –22 –13.6%

Operating expense –406 –401 1.2%

Total expense –2 386 –3 044 –21.6%

Segment result 29 65 –55.4%

Assets under control 18 873 20 249 –6.8%

Insurance reserves 19 098 21 243 –10.1%

Number of employees (full-time equivalents) 750 732 2.5%
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Premiums Other, by type of insurance
Total 100%

1 Group 7%

2 Individual 93%

Segment result Insurance Other
In CHF million
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INSURANCE OTHER | The segment Insurance Other comprises the companies in 
Liechtenstein and Luxembourg. Swiss Life operates private placement life insurance in both
countries, a business area that specialises in structured pension solutions for high net worth
individuals. In Luxembourg, Swiss Life also provides group insurance solutions for interna-
tional and local corporate clients. Furthermore, Swiss Life operates a platform for variable
annuities products in Luxembourg. Expenses generated by the build-up of this platform and
the further expansion of the Private Placement Life Insurance business area, together with
the lower financial results, resulted in a segment loss of CHF 36 million.

Gross premium income went down 20% to CHF 2639 million due to the negative impact of
the financial market crisis on business with high net worth individuals. Premium growth
for the Liechtenstein company was also impacted by the legal uncertainties in Germany. In
Luxembourg, premiums increased significantly and a positive result was achieved.

Swiss Life still sees a great deal of market potential for private placement life insurance.
Swiss Life is one of the leading players in this area and has improved access to markets in
Asia and the Gulf region with new locations in Singapore and Dubai, thus creating a solid
foundation for further growth. Business with international corporate clients, which is domi-
ciled in Luxembourg, forms part of the Corporate Solutions business unit which also has
locations in Zurich, London, Paris, Hamburg, Copenhagen and Singapore. With the
Swiss Life Network and its reinsurance business based in Zurich, Swiss Life can offer multi-
national companies and their employees comprehensive employee benefits solutions.
Swiss Life Products (Luxembourg) S.A. launched its variable annuities platform in 2008. The
first product, “Swiss Life Champion”, was brought to market in Germany mid year.

Key figures for Insurance Other

In CHF million 2008 2007 +/–

Gross written premiums, policy fees and deposits received 2 639 3 294 –19.9%

Net earned premiums and policy fees 116 103 12.6%

Asset management and other commission income 1 0 n.a.

Financial result (without share of results of associates) 22 34 –35.3%

Other income –4 5 n.a.

Total income 135 142 –4.9%

Net insurance benefits and claims –20 –20 n.a.

Policyholder participation –1 –9 –88.9%

Interest expense –17 –15 13.3%

Operating expense –133 –90 47.8%

Total expense –171 –134 27.6%

Segment result –36 8 n.a.

Assets under control 9 297 10 200 –8.9%

Insurance reserves 9 101 10 055 –9.5%

Number of employees (full-time equivalents) 192 122 57.4%

–3–1
5
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Investment Management
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INVESTMENT MANAGEMENT | The Investment Management segment comprises Group-
wide institutional asset management activities. Despite the very challenging market environ-
ment, the result for this segment was 1% up on the previous year at CHF 94 million. 
A CHF 9 million drop in income was more than offset by strict cost management and a
reduction in expenses of CHF 10 million. Assets under management fell CHF 8 billion 
to CHF 112 billion due to outflows from the insurance business and losses in value as a
result of the financial crisis. Assets under management comprised CHF 102 billion in 
insurance assets, around CHF 7 billion in investment funds and CHF 3 billion in third-party
mandates.

The optimisation of the organisation introduced at the beginning of 2008 was a high 
priority for Swiss Life in the period under review. The improvements in cross-border coop-
eration resulted in increased efficiency. Organisational structures were redefined and
streamlined. Swiss Life reintegrated mortgage administration into its own organisation fol-
lowing the sale of Banca del Gottardo. This measure laid the groundwork for a sustainable 
mortgage administration solution. Governance and risk management continue to gain 
significance in the current environment. Swiss Life made additional refinements to existing
processes and methods, giving due consideration to the revised investment guidelines based
on supervisory legislation.

In 2009, the focus will be on the further improvement of Group-wide cooperation and the
realignment of third-party asset management. The project launched in 2008 to establish an
appropriate, modern infrastructure tailored to contemporary asset management require-
ments will also be continued.

Key figures for Investment Management

In CHF million 2008 2007 +/–

Asset management and other commission income 265 271 –2.2%

Financial result (without share of results of associates) 4 3 33.3%

Other income 4 8 –50.0%

Total income 273 282 –3.2%

Interest expense 0 0 n.a.

Operating expense –179 –189 –5.3%

Segment result 94 93 1.1%

Assets under management 1 111 519 119 928 –7.0%

Number of employees (full-time equivalents) 613 574 6.8%

1 incl. intragroup assets
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AWD | The AWD Group achieved sales revenues for continuing operations of EUR 633 mil-
lion for the 2008 financial year, which corresponds to a decline of 12% vis-à-vis the record
result of the previous year. The corresponding result before interest and tax amounted 
to EUR 20 million. The year-on-year decline of EUR 63 million is primarily attributable to 
developments in Austria and the United Kingdom. Expenses accrued by the recruitment
drive and further advisor retention measures also impacted the operating result.

In its home market of Germany, AWD was able to maintain sales revenues at EUR 386 mil-
lion, the same as the previous year, despite the adverse market environment. AWD also out-
performed the market in Switzerland, with sales revenues dipping by only 2% to EUR 69 mil-
lion. Sales revenues in Austria and Central and Eastern Europe fell by around 31% to
EUR 115 million in the period under review. The decline in sales is mainly due to the situa-
tion in Austria, where developments in previous years was based on equity and real estate
products. The necessary corrective measures have been taken. The markets in Central and
Eastern Europe still have strong growth momentum, even if this slowed somewhat in the
second half of 2008 in the wake of the economic downswing. In the United Kingdom, 
AWD recorded a 33% decline in sales revenue to EUR 63 million in 2008. In future, AWD will
concentrate in the United Kingdom on the core business with wealth management for pri-
vate clients and corporate pensions consulting. The cost base was reduced significantly and
sales management improved at the same time. The remortgaging business (AWD Home
Finance) and other smaller business areas have been sold or discontinued. With this sharply
focused business and the attractive existing client base in the high net worth individuals 
segment, AWD aims to turn in a positive profit contribution in the United Kingdom once
again in 2009. Expenses totalling EUR 26 million were booked to the AWD Group for the
2008 financial year to cover the entire restructuring project in the United Kingdom. The
AWD Group has been consolidated in the accounts of the Swiss Life Group since the end of
March 2008. The AWD segment posted a loss of CHF 41 million for 2008. In addition to the
above-mentioned expenses for the reorganisation of operations in the United Kingdom, this
loss also contains expenditure for the amortisation of the customer relationship assets taken
on in the acquisition.

Key figures for AWD

In CHF million 2008 2007 +/–

Asset management and other commission income 750 – n.a.

Financial result (without share of results of associates) 2 – n.a.

Other income 15 – n.a.

Total income 767 – n.a.

Interest expense 0 – n.a.

Operating expense –808 – n.a.

Segment result –41 – n.a.

Number of employees (full-time equivalents) 1 749 – n.a.

Financial advisors 6 009 – n.a.

Advised clients 429 100 – n.a.



In the reporting year about 430 000 clients turned to AWD advisors for support in optimis-
ing their finances. Around 248 000 of them were core clients and 182 000 new clients. The
number of advisors decreased by 5% in 2008 to 6009. This decline was primarily due to 
higher rates of f luctuation in Austria, Germany and the United Kingdom. AWD Group was
also exposed to the intensified competition for qualified advisors. In Germany in particular,
increased qualification requirements meant that less-highly-qualified advisors left the 
market. The number of advisors developed well in the fourth quarter, especially in Germany.

The cooperation between Swiss Life and AWD is developing well. Swiss Life products in 
Germany have already advanced to AWD’s “best select” range in various product categories.
Sales volumes for these products have risen accordingly. In Switzerland, AWD successfully
introduced its first Swiss Life product in November 2008. The partnership will not affect
AWD’s “best select” approach and the independent advice business model. 

The Board of Management of AWD was extended to include additional members as of 1 Sep-
tember 2008. The underlying reasons for this move are to lay solid foundations for further
growth, to combine market proximity with best practice transfer and to fully exploit the
potential for efficiency improvements. Carsten Maschmeyer was joined by Manfred Behrens,
formerly Swiss Life’s CEO Germany, as Co-CEO of AWD. The national CEOs Rolf Wiswesser
(Germany) and Marco Baur (Switzerland) have also been promoted to the Board. The
Deputy Chairman of the Board, Nils Frowein, has assumed the newly created role of 
Chief Operating Officer. Martin Jünke, formerly Director of Group Finance, has been
appointed the new CFO. Wilhelm Zsifkovits will remain in charge of distribution as Chief
Sales Officer.

Despite widespread uncertainty regarding the financial markets and clients’ liquidity-
oriented approach to investments, the AWD Group expects a significantly improved per-
formance for 2009 vis-à-vis the previous year. The restructuring measures introduced in the
United Kingdom, the consolidation of the Proventus Group and the planned expansion of
distribution capabilities will all play a role here. AWD intends to grow sales revenues to
around EUR 1 billion and achieve operating income before taxes (EBIT) of EUR 130 million
by 2012.
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Risk Management | Swiss Life pursues an integrated, value-
oriented risk management approach geared to the protection and
best-possible investment of risk capital. This approach proved 
its worth despite the extraordinary challenges posed in the 2008
financial year.

Risk management is a key component of the Swiss Life Group’s financial management
process. 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 Cor-
porate Executive Board’s Group Risk Committee and the Asset and Liability Management
Committees at country level.

STRATEGIC RISK MANAGEMENT | Comprehensive management of all risks is vital, given
the very demanding economic environment at present. Swiss Life uses various analytical
methods and a “Balanced Scorecard” approach to ensure that risks are dealt with adequately,
especially the strategic risks. In its strategic risk management process, Swiss Life incorpo-
rates all the information on risks and the risk/return characteristics in its strategic deci-
sions. An understanding of the interplay of individual risks is essential in order to take due
account of the factors influencing the risk while the strategy is still in the development
stage, so that these factors can be steered appropriately. The key risk management processes
and risks are presented and discussed below.

Organisational and governance structure of the risk management functions

Group
Finance & Risk

Risk

Chief Actuary

Compliance

Technology
& Operations

Investment
Management

Switzerland France Germany AWD

Corporate Executive
Board

Board of DirectorsInvestment and Risk 
Committee

Risk Committee
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RISK BUDGETING | The risk budgeting process determines the risk capacity for each insur-
ance unit in the Swiss Life Group, to be used as a basis for establishing the risk appetite. This
in turn is closely related to the planning of future earnings on the insurance and investment
business. Based on the risk appetite, the risk capital limits are determined at the individual
units for the market and credit risks assumed. The market risks are broken down further
into equity, interest and currency positions. The various units monitor observance of these
limits on a monthly basis under a uniform Group-wide system, so that Swiss Life can 
assess its consolidated risk exposure at all times. 

In addition to being steered and controlled in the individual business units, the risks are
consolidated and centrally assessed at Group level. The external requirements of supervisory
authorities and rating agencies also play a central role in the assessment of risks. These
requirements can give rise to constraints on the investment policy in the individual units.

In the third and fourth quarters of 2008, Swiss Life stepped up its monitoring and steering
of the risks in view of the highly volatile financial markets. The value of the investments was
calculated daily or (where nothing else was practicable) estimated. The risk appetite was
scaled back, leading to a corresponding reduction in the risk capital limits. As a result, the
risks on the investment side, which had already been trimmed down earlier, were reduced
further – especially in the case of shares, hedge funds and currencies.

MARKET RISKS | The market risk arises from fluctuations on the financial markets which
influence the value of investments and liabilities. The types of risk significant for Swiss Life
primarily include the risk of changes in interest rates, volatile stock markets and f luctua-
tions in foreign exchange rates against the Swiss franc.

Due to the highly volatile financial markets, especially in the fourth quarter of 2008,
Swiss Life reduced the consolidated market risk substantially (see chart) in order to min-
imise potential losses in the current market environment.

The interest rate risk arises from interest rate f luctuations, especially in Swiss francs and
euros, that simultaneously affect the value of investments and liabilities (future insurance
benefits). The interest rate risk is assessed and steered in the context of asset and liability
management. By investing in the appropriate interest-rate-sensitive instruments, and in par-
ticular bonds, companies can reduce their interest rate risk. The process also involves the
harmonisation of the maturity structures and cash f low patterns of investments and liabil-
ities. In the year under review, Swiss Life kept the sensitivity of economic net worth to inter-
est rate movements low. The duration gap, which measures the different trends in the value
of investments and liabilities due to interest rate changes, came to 1.1% on 31 Decem-
ber 2008 (see chart on page 36). This means that with an interest rate increase of 100 basis
points the economic net worth would rise by 1.1% of the present value of the liabilities.

Consolidated market risks
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Another component of interest rate risk is the change in the spread between corporate bor-
rowing rates against the rates on government bonds. This credit spread widened massively
in the third and fourth quarters of 2008, producing a loss in value for corporate bonds. The
Investment Management division is tracking these issues closely and closing out positions
or hedging them against default where necessary.

The risk on equities arises from fluctuations in international equity markets and price
trends for investments similar to equity such as “private equity” holdings and hedge funds.
The individual business units steer this risk by setting investment limits governed by the risk
capital limits from the risk budgeting process. The Swiss Life Group’s net equity exposure
after hedging was sharply reduced in the course of the year under review and stood at 0.8%
at the end of 2008 (fair value basis). The risk on the hedge fund portfolio was also signifi-
cantly lowered by redemptions and hedging operations.

The currency risk comprises f luctuations in foreign currencies against the Swiss franc and
is restricted by exchange rate hedges. Foreign currency outstandings on investment posi-
tions were strongly reduced in the course of 2008, falling to 0.8% by 31 December 2008 (fair
value basis).

CREDIT RISKS | Creditors face the risk that counterparties might not meet their obliga-
tions. For instance, this could involve a failure to make outstanding interest payments on
bonds, loans or mortgages. Credit risks arise in connection with investments and, to a lesser
degree, in reinsurance. By issuing Group-wide guidelines on borrowers creditworthiness and
requesting guarantees, Swiss Life endeavours to prevent defaults and to adequately offset
risks taken.

Outstanding positions on derivative transactions with financial institutions are regularly
evaluated by Swiss Life. The counterparties provide deficiency payments, which limit the net
credit risk per counterparty. For individual bonds, the default risk is reduced by purchasing
a hedge. The risks on short-term investments are spread between government bonds, central
bank bills and multiple banks. The latter category is mainly protected by the deposit of 
securities by banks.

Swiss Life places around 60% of its investments into bonds (fair value basis), of which almost
60% represent AAA-rated paper (see chart on page 34). The remaining portion of the bond
portfolio is broadly diversified, with strict limits for lower-rated bonds (BBB or below).
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UNDERWRITING RISKS | Dealing with underwriting risks entails factoring in the biomet-
ric risks (mortality, longevity and disability) while allowing for the unpredictability of client
behaviour (surrender rates and commutation rights).

The underwriting parameters such as mortality, disability and cancellation rates are deter-
mined on the basis of in-house historical data and also partly on external statistics. These
parameters form the basis for the setting of premium rates and the evaluation of insurance
portfolios. There is currently an emphasis on the future development of life expectancy,
which poses a great challenge in the area of pension products and, in particular, the occu-
pational pensions business in Switzerland. The fact that the parameters for the evaluation
of future business build on historical data gives rise to a parameter risk. In order to assess
this risk, various sensitivity analyses deliberately deviate from the best-possible estimates for
biometric parameters, to take into account the impact of additional factors on the evalua-
tions. In addition, extreme scenarios and their impact on business activities are simulated.
A pandemic, for instance, is not only modelled by adjusting the relevant underwriting
parameters, but also by taking into account their possible influence on the capital markets.
Considering these factors makes it possible to determine the funding necessary to cover the
underwriting risk.

OPERATIONAL RISK MANAGEMENT AND INTERNAL CONTROL SYSTEM | Opera-
tional risk management (ORM) at Swiss Life includes the methods and processes used for
the identification, assessment and steering or avoidance of operational risks. ORM defines
operational risk as the danger that losses may result from inadequate or failed internal
processes, people and systems, or from external events. 

Swiss Life’s internal control system (ICS) consists of the totality of procedures, methods and
measures prescribed by the Board of Directors and the Corporate Executive Board to ensure
the orderly conduct of business. The focus is on the reliability of financial reporting, 
the effectiveness of business processes and compliance with laws and regulations issued to
protect the company’s assets. 

In 2008, Swiss Life further developed its ICS and ORM in line with the legal and regulatory
requirements, and implemented the resultant integrated methodology at its core compa-
nies. Special consideration was also given to the areas of compliance and business continu-
ity management (BCM).
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1 AAA 56%

2 AA 11%

3 A 18%
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ASSET AND LIABILITY MANAGEMENT | Asset and liability management (ALM), with its
long-term approach, uses the findings from the risk assessments and the risk appetite deter-
mined in risk budgeting as a basis for the investment strategy. The aim is to be in a position
to pay benefits whenever they fall due and always to have sufficient equity to absorb f luctu-
ations in the value of assets and liabilities. Clearly defined criteria on security, yield and liq-
uidity are taken into account when policyholder assets, the company’s free reserves and
shareholders’ equity are invested.

An additional scenario-based ALM process was conducted in the fourth quarter of 2008 so
that the latest data could be used to set the risk capacity and risk appetite. This provided
the basis for adjusting the investment strategy (strategic asset allocation) and the bonus allo-
cation to policyholders to ref lect the prevailing situation.

The results, including the expected return on investment, are incorporated into the long-
term planning, which is then reviewed and approved by the Corporate Executive Board and
the Board of Directors.

ASSET ALLOCATION | The investment strategy’s goal is the efficient employment of risk
capital in line with the risk appetite, i.e. to optimise the return on investment with due 
consideration of the available risk capital. The present value and the timing of liabilities
under the life insurance contracts provide the foundation. The future disbursements are
largely known, as they are determined by the guaranteed contractual benefits, and are there-
fore covered on the investment side by fixed-rate loans, primarily bonds. The lender’s credit
rating is a decisive factor, together with management of the difference between time to matu-
rity of the investments, on the one hand, and the liabilities, on the other (duration gap). 
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Other liabilities, such as the unguaranteed portion (bonus) of a life insurance policy, 
f luctuate over time because the amounts to be distributed are governed by law or depend
directly on the performance of the financial markets. The corresponding investments take
account of the nature of these f luctuations, the long-term focus and any required liquidity.
This item relates to cases where the policyholder makes use of the option to withdraw from
the contract.

In addition to economic considerations, further factors have to be taken into account for
asset allocation, such as regulatory requirements and international accounting standards.
The level of equity (solvency), the need for liquidity and the requirements of rating agencies
also place restrictions on investment activities.

DISTRIBUTION POLICY | With its bonus distribution determined annually within the
framework of the defined distribution policy, Swiss Life seeks to harmonise the interests of
policyholders and shareholders. For policyholders, the accent is firmly on the need for secu-
rity: They favour a guaranteed minimum interest rate coupled with regular and appropriate
bonuses. Shareholders, in contrast, place greater emphasis on the risk/return trade off and
look for adequate compensation in the form of dividends and capital gains for the funds
they provide.

PROCESS MANAGEMENT | Swiss Life manages the ALM process centrally. The Group
Chief Financial & Risk Officer holds the overall responsibility for the ALM process and sets
its direction. The divisions responsible for risk and investment management determine the
ALM process, together with Actuarial Services. The Investment and Risk Committee of the
Board of Directors monitors the ALM process. 

The input for the ALM Committee’s decisions is prepared locally in every business unit by
the team which also implements the decisions taken. The local teams also monitor and steer
the tactical deviations in asset allocation within the limits set in the ALM process.

PRODUCT DESIGN | Product design at Swiss Life is driven by the clients’ requirements.
Innovative pension solutions are developed in cooperation with distribution partners, based
on market research.

The business model used by Swiss Life for new products incorporates reduced capital mar-
ket risks and lower capital requirements. By 2012, Swiss Life plans to write 70–80% of its new
business in products which offer transparent benefits and do not include a traditional
bonus system. These will feature an individual fund investment and offer guarantee 
commitments to clients. Swiss Life is also targeting an increase in the profit contributions
from pure risk products within the same time frame, thereby reducing the degree to which
profitability depends on the performance of the capital markets.

New business is evaluated from an economic view and reviewed on a regular basis. This
enables the company to adapt the prices, commissions and other market terms for individ-
ual products to a constantly changing environment.
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There must always be sufficient reserves to meet the contractual and regulatory require-
ments arising from the existing business portfolio. Consequently, not only must the regula-
tory constraints be observed, but internal assessments concerning specific types of risk must
also be taken into consideration.

REGULATORY REQUIREMENTS | After years of preparation, the new Swiss Financial Mar-
ket Supervisory Authority (FINMA) commenced operations on 1 January 2009. FINMA
brings together the Federal Office of Private Insurance (FOPI), the Swiss Federal Banking
Commission (SFBC) and the Anti-Money Laundering Control Authority (AMLCA).

FINMA is responsible for integrated insurance supervision to protect insured persons from
the consequences of insolvency or abusive practices. The core element of this approach is the
Swiss Solvency Test, serving to determine economic risk exposure and risk capacity. Follow-
ing a five-year transitional period, solvency in accordance with the SST will become binding
for all Swiss insurance companies on 1 January 2011. The quantitative approach is comple-
mented by the Swiss Quality Assessment (SQA) tool, which focuses on qualitative aspects.
This process involves assessing companies with regard to corporate governance, risk man-
agement and internal controls. Traditional supervisory instruments such as the Solvency I
requirements and requirements for tied assets continue to be applied. 

Swiss Life took appropriate measures during the financial year to strengthen risk-based sol-
vency in accordance with the SST. These included the reduction in equity exposure and
hedge fund investments, but also the introduction of various additional hedges. Moreover,
the suspension of the share buyback programme had a stabilising effect on Solvency I at
Group level. Similarly, a lower dividend than originally projected also helps to strengthen
Group solvency.

The European Union is also aiming to set up a risk-based solvency supervision mechanism
with its Solvency II project. The European Commission published an initial draft directive
on 10 July 2007. An amended version followed on 26 February 2008. As things currently
stand, however, Solvency II is unlikely to be in operation before 2013, at the earliest. As
Swiss Life is domiciled in a non-member state, the EU’s rules and regulations with regard to
third-party states are extremely important. The EU’s framework directive is also aimed at
streamlining the group supervision, based on the principle of equivalence. The Swiss insur-
ance industry is working to ensure that this principle is applied to all insurance companies,
regardless of where their head office is domiciled, to create equal competitive conditions 
for all.
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