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Information and Transformation at Swiss Re:
Maximizing Economic Value

In 2007, Swiss Re was the world’s largest and
most diversified reinsurance company and one
of the world’s most profitable firms, in terms of
profit per employee. Swiss Re, a pioneer in
insurance-linked securitization, had established
a reputation as a “best in class” reinsurer:

We are committing ourselves to generating
economic profit growth, reducing earnings
volatility, enlarging our market scope and
advancing our organizational excellence.
Each has a vital role in keeping us “best in
class” over the long term, building upon
the knowledge and commitment of our em-
ployees to provide top quality client service
and attractive shareholder returns.
—Jacques Aigrain
CEO'

Swiss Re management observed that the finan-
cial metrics applied by the various regulatory
agencies around the world made it difficult to
assess the long-term financial strength of rein-
surance firms. In particular, the impact of major
catastrophes created volatility in reported per-
formance that failed to capture a company’s
long-term financial strength. Swiss Re manage-
ment emphasized what management referred to

! Extracted from Driving Performance—The CEO’s
View, 2006 Swiss Re Annual Report, p.24.

as “economic value” as a more reliable gauge of
the company’s long-term performance and
financial strength:

Generating economic  profit  growth
demands a focus on quality of earnings.
Our scale, diversification, and expertise
in financial markets provide Swiss Re
with a unique advantage in enhancing
earnings quality and stability.

—Jacques Aigrain’

The economic value target focused management
attention on providing value to shareholders.
Management assessed economic value by moni-
toring the differential between the market value
of assets and the market value of liabilities. In
2007, management was targeting a 13% return
on equity:

In this cyclical industry, we cannot guar-
antee that each year we’ll be at 13%, but
we can guarantee that on average it will
be 13%. —Michel Lies

Head, Client Markets Function

Top management worked to steer the decisions
of knowledge workers throughout the company
to maximize the company’s economic value. Of
course, individual underwriters, claims adminis-

2 Ibid.
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trators, salespersons, investment managers, and
other knowledge workers in Swiss Re’s local
offices could not assess the impacts of their indi-
vidual decisions on Swiss Re’s economic value.
So, to ensure that local decisions met the firm’s
global objectives, Swiss Re was centralizing
responsibility for defining clear decision criteria
and performance targets. Management then em-
powered local knowledge workers to exercise
their judgment in applying those decision criteria
to meet targeted performance objectives:

The decision makers are [people like]
underwriters or claims administrators
on the job;, we cannot completely take
away the responsibility for them to make
smart decisions. So, our organizational
design has to leverage the knowledge
worker. The boss of the company cannot
know and decide everything. He or she
has to delegate. —Markus Schmid
CIO, Client Markets &

Products Functions

Swiss Re’s challenge was two-fold. First, senior
managers needed detailed performance and
market data to effectively set decision making
criteria. Second, every knowledge worker need-
ed specific contextual information to apply
those criteria to individual transactions. To en-
sure that decision makers had the information
they needed, Swiss Re was on a multi-year
journey to standardize critical information and
related decision making processes:

We're a company of tremendous knowl-
edge. If we don’t provide consistency in
how people can use this knowledge and
apply it to the environment in which they
operate—including information, including
process, including systems—half of it will
be wasted. So clearly, we want to be glob-
al. We want to use our knowledge in a
much more effective form. We want to con-
tinuously maximize our knowledge sup-
ported by having consistent information.
—Yury Zaytsev
Global CIO

Swiss Re Background

Founded in 1863 in Zurich, Switzerland, Swiss
Re provided reinsurance for property and
casualty, life, and health insurance. (For a brief
overview of the reinsurance industry, please see
the Appendix.) The company complemented
these offerings with insurance-based corporate
finance solutions, supplementary services for
comprehensive risk management, and a unit
dedicated to capital market activities. For 2006,
Swiss Re reported profits of 4.6 billion Swiss
francs on premiums of CHF 29.5 billion. The
company’s investment portfolio was valued at
CHF 162.7 billion. (Exhibit 1 provides summary
financial information from Swiss Re’s 2007
investors’ meeting.)

Swiss Re employed approximately 10,000 peo-
ple world-wide. Operating out of 90 offices in
over 25 countries, Swiss Re generated over 95%
of its 2006 revenues outside Switzerland. The
company had grown organically, most notably
through growth in catastrophe protection and
through major acquisitions, including M&G in
1996, Life Re and Union Re in 1998, Lincoln Re
in 2001, and GE Insurance Solutions in 2006.

Swiss Re’s management team was taking
aggressive action to reduce the company’s
carbon footprint and address global warming.
Among many publications that had recognized
Swiss Re for its efforts, Scientific American
named Swiss Re “Business Leader of the Year”
in 2006 for its environmental engagement. Fast
Company recognized Swiss Re as one of the
2007 “Fast 50,” for launching the carbon
markets’ first insurance product for managing
Kyoto Protocol-related risk in carbon credit
transactions.

In 2007, Swiss Re and Munich Re were the
dominant global reinsurance companies. How-
ever, insurance brokers, investment banks, and
hedge funds were all moving aggressively,
through alliances and acquisitions, to enter the
reinsurance market. In addition, the financial
position of direct insurers was growing stronger.
As a result, direct insurers could retain more of
their own risks, making them direct competitors
to reinsurers.
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Rethinking the Reinsurance Business

The 2001 terrorist attack on New York’s World
Trade Center was a seminal event for the insur-
ance industry. Insurance industry losses ex-
ceeded most experts’ assumptions about the
maximum loss that might be realized from a
single event. For Swiss Re, the 9/11 attacks led
to its first loss since 1863:

9/11 was a horrible confluence of events
on the liability side. All these risks that
we thought were uncorrelated—aviation,
property, business interruption, work-
men’s compensation, life and health—
they all got hit. All of our excess capital
at that point was invested in equities.
Equities went down the tubes, and a lot of
our equities were invested in other insur-
ance stocks, which we’d had for decades.
And they went down even more than the
markets. So just when we needed it, our
excess capital disappeared.
—Benjamin Meuli
Head, Asset Management

As a result of the events of 9/11, the insurance
industry experienced capital erosion of about
25%. Embarrassed by their overly optimistic as-
sessments of all the major reinsurance companies,
ratings agencies like S&P and Moody’s dropped
the ratings of all major reinsurance firms:

1 think the rating agencies decided around
that point that reinsurance wasn'’t a triple
A industry. There was just too much risk in
it, so everyone got downgraded. We
actually improved our relative position
because other AAA firms got downgraded
further than we did.  —Benjamin Meuli

The losses from the 9/11 terrorist attack, and
later from Hurricane Katrina, compounded by
the lowered market valuations, led Swiss Re
management to think about how the company
could reduce the volatility of its earnings and
increase value to stockholders. Management
concluded that the firm’s organization structure,
which at the time was regionally based, created
vulnerabilities to dramatic fluctuations caused
by extraordinary events.

In 2001, the company had eight geographic
divisions (e.g., Northern Europe, Southern Eu-
rope, Latin America, North America), and each
region took on liabilities and managed their
matching asset portfolios locally. Swiss Re’s
executive board set asset allocations once a year
for each major asset class (e.g., equities, bonds)
in each region and then set benchmarks for the
return on each asset class. The benchmarks
tended not to vary much from year to year, and
each investment center managed to the bench-
mark independently. Thus, each region could
assess the risk of its individual book of business
and manage its capital, but the company did not
know its total risk exposure or its overall
investment position:

The eight different investment centers
never spoke to each other. They could
easily have been taking opposing posi-
tions in interest rates, currencies, stocks,
whatever it might be, and no one would
ever have known. —Benjamin Meuli

The information needed to understand and man-
age the company’s risk position at a global level
was not readily available in 2001. Regional
leaders had designed processes, systems, and
tools to respond to the specific priorities and
demands of their individual businesses:

There was indeed a myriad of different
local tools, largely uncoordinated and
with duplication of effort, but even worse,
there was no easy way to bring risk or
pricing information together in order to
analyze or aggregate them.
—Christoph Menn
Head, Product Development & Strategy

The 2001 terrorist attack had highlighted the
need for a more global approach to managing
the company. To do so, the firm had to do more
than reorganize. Swiss Re had to transform its
information base.

The Transformation Journey

In fact, Swiss Re’s transformation had its begin-
ning well before 2001. In 1996, Yury Zaytsev,
then CIO of Swiss Re’s North American subsid-
iary, had moved to Zurich to take on the role of
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corporate CIO. Previously, Zaytsev had led a
successful effort within North America to stan-
dardize their technology platform. As corporate
CIO, he set out to repeat that success for the
corporate IT infrastructure, an effort he referred
to as Optimization. (Exhibit 2 is a graphic de-
veloped by the IT unit to describe the phases of
Swiss Re’s transformation.)

As a first step, he worked to introduce enter-
prise-wide IT governance. Zaytsev reported to
the CEO and sat on the Executive Board. From
that position he helped establish an IT Steering
Committee, which included the heads of major
businesses. The IT Steering Committee made
investment decisions for global, shared IT
infrastructure, and applications, while the indi-
vidual businesses retained their own IT develop-
ment resources and made local business-specific
IT investment decisions.

With the steering committee’s support, the cor-
porate IT unit was able to implement global
technology standards, consolidate data centers,
and introduce an enterprise-wide knowledge and
email platform:

Optimization was driven by the recog-
nition that Swiss Re was becoming a
global company. We knew that we would
definitely have to standardize on certain
generic functionality. We started with the
workplace, our vehicle to deploy func-
tionality to the users. Within the stan-
dardization of the workplace, the first
decision was on email. We rolled out
Lotus Notes globally as the Swiss Re
standard email system enabling people to
easily connect to each other.
—Guido Kehl
Head, Corporate Technology

The Optimization effort lasted about three years.
Its most apparent impacts were cost savings and
improved reliability, efficiency, and scalability
of the IT infrastructure. But the most significant
impact was that technology standardization
positioned the firm for process standardization,
the second step in Swiss Re’s transformation.

Harmonizing Processes

Around 2000, IT unit leaders started the
dialogue with business leaders toward more
standardized core business processes, an organi-
zational change effort that IT referred to as
“Harmonization.” The goal was to create a stan-
dard set of tools and processes to be used across
the regions that would provide greater
transparency of Swiss Re’s transactions, finan-
cial positions, and performance. The first task
was to clarify the commonalities in decision
making processes around the world:

I remember [ asked the heads of our
underwriting divisions to come together
from Northern Europe, Southern Europe,
Latin America, Northern America, and so
on. And I challenged them that the under-
writing process was the same around the
world. They completely disagreed. I was
talking about process, they were talking
about content. “How can you say under-
writing is the same if we do it one way in
the States, another way in Latin America,
and the requirements in Europe are still
different?” —Yury Zaytsev

Global CIO

Although business leaders were reluctant to
abandon regional differences, Walter Kielholz,
Swiss Re’s CEO in the early 2000s, was push-
ing the firm toward common processes, and he
was relying on IT to help put global processes in
place:

The CEO seemed to somewhat use IT as
an instrument to support the globaliza-
tion of the company. That was sometimes
also painful for IT, because the business
perceived IT to be sometimes too pushy
and even interfering with their own do-
main like their business processes.
—Guido Kehl

Business leaders noted that there was little
enthusiasm for process standardization, which
they viewed as neither captivating nor lucrative.
Swiss Re’s traditional strength had been its
ability to manage insurable risks:
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That is probably the weakness of a company
that enjoys elaborating a cat bond® or any
similar insurance linked security. That [i.e.,
designing the cat bond] is intellectually
challenging, besides the fact of being quite
nicely compensated. On the other side, devel-
oping an administration system... that’s much
less exciting. —Michel Lies

Head, Client Markets Function

In 2000, Kielholz reorganized the firm into three
end-to-end global business groups (Life and
Health, Property and Casualty, and Financial
Services). The reorganization prompted in-
creased adoption of global common processes
within the business groups. The eight regional
asset management centers were consolidated
into two—one in New York and one in Zurich,
both of them operating globally.

The IT unit analyzed, at a high level, the com-
pany’s key business processes. They took a
minimalist approach, defining approximately 20
high-level core processes, such as risk acquisi-
tion, deal proposal and execution, contract
administration, claims management, and tech-
nical accounting. They found that the applica-
tions supporting the company’s core processes
were piecemeal and redundant. For example,
there were 35 client management systems and
25 underwriting systems. The IT unit then
modeled those processes on an as-needed basis:

We didn’t want to run through the whole
enterprise and model every single proc-
ess we could potentially find and create
this big monster bible that no one would
ever read again nor maintain. Instead we
would only model a core process in those
areas where we actually had projects that
involved a business model change or an
operational model change. So by design
our enterprise model had holes, namely
all those areas where we wouldn’t im-

3 A “cat bond,” or catastrophe bond, is a rated security
that transfers the risk of a low frequency but high severity
event to an investor, in exchange for fee. Cat bonds may
securitize property/casualty portfolios against the risk of
earthquakes or hurricanes, or life insurance portfolios
against pandemics like bird flu.

prove or that we didn’t focus on. We call
this the minimalist modeling approach.

—Sylvia Steinmann

CIO, Financial Services Function

Recognizing that Swiss Re was an information
business, IT management engaged in ongoing
discussions as to whether standardization efforts
should focus on process or data, but process
standardization emerged as key to information
rationalization:

For us the discussions went: the business
model of Swiss Re as a global company
asked for global processes supported by
global systems with data as an integral
part of it. The alternative would have been
to focus solely on the data and allow for
heterogeneous business processes. But the
decision was clearly to have global busi-
ness processes. —Guido Kehl

Head, Corporate Technology

Despite the primary focus on processes, IT man-
agement recognized that data standardization
would be crucial. IT and business leaders
defined what came to be known as the “Swiss
Re Data Language” (SDL). SDL institutional-
ized standard data definitions for terms like
“premium,” which varied across regions. The
process of developing standard data definitions
drove a shared understanding of the firm’s end-
to-end business processes, what one IT leader
referred to as a “cradle to grave” model of the
business:

By defining a data language you define
your business model, your ability to meas-
ure your business, and ultimately how you
can steer your business. —Markus Schmid
CIO, Client Markets &

Products Functions

Drawing on their analysis of the company’s core
processes, IT leaders created a high level archi-
tecture identifying the critical processes that
Swiss Re needed to standardize in order to
capture data conforming to SDL. This architec-
ture became known throughout the company as
the BAA (Business Application Architecture).
The term Business Application Architecture
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evoked three critical aspects of every global
change project: business process ownership, IT
application ownership, and IT architectural
standards. Involving stakeholders representing
all three points of view would ensure that every
project addressed global and local, as well as
short and long-term, requirements. Around
2002, business managers began to embrace the
benefits of BAA and lead efforts to implement
global processes:

When the business took ownership—that
was the critical point when this really
started to fly. —Guido Kehl

Head, Corporate Technology

Early BAA projects focused on client man-
agement, because standardization of the client
management process would lead to standardized
client information. Underwriting soon followed:

In parallel there were two pushes. On one
side, projects were launched to bring the
business administrative systems together,
and, in parallel, we worked on bringing
all the pricing and underwriting tools
together so that we could analyze the
business centrally. In addition to the pure
system capability, we also needed to de-
fine and implement one global pricing
benchmark for measuring the profitability
of the business. —Christoph Menn

Head, Product Development & Strategy

Recognizing the difficulty of organizational
change, Swiss Re implemented the BAA
through a series of incremental projects. Each
project created new challenges, and businesses
needed time to adapt:

What we have observed is it takes at least
a year until the business community starts
embracing the new capabilities provided
by the application... What annoys the
people most is that they are “lost in
translation” because they cannot relate
back to their old experiences. It’s as
simple as, for example, “l know all the
product codes by heart, and this crazy
new system introduces new product
codes.” Now of course the product codes

are not a result of the new system, but
because we want to have a new view to
the business. —Markus Schmid

CIO, Client Markets &
Products Functions

With experience, individuals started to see not
only the constraints but the benefits of process
standardization. Underwriters provided an ex-
ample:

[Before, underwriters] had fewer tools
and thus enjoyed maybe a larger degree
of flexibility in pricing the business,
whereas immediately after the rollout of
global tools and systems some may have
perceived that as now having less of such
flexibility. However, the new pricing tools
provided them with much better and
consistent analytics to assess the busi-
ness, and over time, that second aspect
won out. —Christoph Menn

Similarly, the asset management organization
learned to adapt to a single investment account-
ing package:

For every single person, the system was
less optimal than what they were used to
having locally. But for the first time, more
or less on a daily basis we could get a
consolidated picture of what our in-
vestment result was, what it looked like,
what the value of our assets was from an
accounting and from a market value point
of view. We also then were able to use it to
feed our risk management engines and
various other things, which allowed us
effectively to take the second step, to run
the portfolio in a consolidated way on a
global basis, which I really do think is
what’s allowed us to create value for our
shareholders. —Benjamin Meuli

Head, Asset Management

The harmonization stage forced standard data
definitions and a set of globally standardized
processes for capturing the data. The effort
required that people throughout Swiss Re adapt
to new organizational structures, new systems
and tools, new business processes, and new
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expectations. Although that effort was not com-
plete, by the end of 2004, management was
ready to focus on the next stage.

Integration and Unification

In the integration and unification stage, IT and
business were in the process of building and lev-
eraging a global enterprise management model
that would provide (1) straight through process-
ing of the company’s key transactions; (2) enter-
prise information for decision making; and (3)
an extended industry platform (See Exhibit 3).

Straight through processing was a natural exten-
sion of efforts to provide standardized tools
supporting Swiss Re’s key processes. Major
functions within Swiss Re linked increasingly
automated process components. Asset manage-
ment, for example, had reduced the incidents of
delay and error:

So today in asset management we have
this completely straight through proc-
essing. From the order management sys-
tem, we have a straight through process
for settlement of the trades. Once they
settle, we have straight through proc-
essing for dividend payments, for interest
payments. There’s little human interven-
tion, only in cases where there’s a conflict
and that’s less than five percent.
—Sylvia Steinmann
CIO, Financial Services Function

In late 2005, Swiss Re reorganized into a struc-
tured form framed by its key competencies, this
time around three global business functions:
Client Markets, Products, and Financial Serv-
ices. In addition, three corporate functions (Risk
Management, Finance, and Operations) pro-
vided globally coordinated support for the three
core functions. (See Exhibit 4a for an organ-
izational overview and Exhibit 4b for an IT
organizational chart.) The new structure allowed
the company to further leverage its common
processes and systems to improve customer
service and enhance shareholder value. Because
Swiss Re had standardized global processes, the
reorganization did not require any major
changes in the systems:

Once we had a core single business
process supported by a single solution, we
were no longer connected to any [specific
organizational] entities. Now that critical
restriction goes away, we can do organ-
izational design with significantly more
flexibility in terms of design and time of
implementation. —Yury Zaytsev

Global CIO

The new structure repositioned the company to
develop an integrated value chain across the
lines of business. (See Exhibit 5 for a graphical
representation of the targeted business model.)
The 2005 reorganization collapsed the customer
management, underwriting, claims administra-
tion, and technical accounting functions of the
different lines of business. This new structure
supported efforts to adopt best in class processes
in each business function.

In Swiss Re’s integrated value chain, Client
Markets and Product people had close working
relationships. However, they had distinct
accountabilities and metrics. The Products func-
tion assessed the risk of each proposed contract
and set its technical price (a calculation of the
point at which expected returns from the con-
tract equal the company’s targeted return). The
key performance metric for Products was the
accuracy and reliability of the technical prices:

If the Product people define a technical
price which is too low, we sell too low
and then we don’t achieve the return on
equity that we want to achieve. If it’s too
high, we have a handicap because we are
trying to sell something too expensive and
then we lose market share. So the quality
of the reference premium is an extremely
important aspect and it’s an aspect on
which the Product people are judged.
—DMichel Lies
Head, Client Markets Function

Client Markets, on the other hand, was focused
on the profitability of customer relationships.
The performance of account managers was
assessed relative to the technical price, rather
than the actual profitability of a customer
account:

Beath and Ross

CISR Working Paper No. 373



Client Markets tries to combine the pro-
duct offerings so we have, from a global
perspective, a positive P&L account for
each client... We may have 10 or 20 trea-
ties with the same company, and we have
to establish a balance between technical
price and competitive advantage.
—DMichel Lies
Head, Client Markets Function

Financial Services, the smallest of the three
businesses, had responsibility for asset manage-
ment and the firm’s growing capital manage-
ment and advisory business. Management
performance in Financial Services was assessed
primarily on the basis of return on assets.

Ultimately, the goal of the global processes and
the new global structure was to provide histor-
ical data, modeling tools, and decision criteria to
knowledge workers to support their decisions.
By 2007, the BAA and the accumulation of data
in accordance with the SDL had combined to
provide useful information to decision makers:

1t took about two to three years following
implementation until all the efforts start-
ed to show fruit. But by now we have
three to four years of worldwide consis-
tent pricing data in one system that can
be analyzed centrally. —Christoph Menn

Head, Product Development & Strategy

Realizing the Benefits:
Information Support for Decisions

The data from global processes increased trans-
parency, so that individual decision makers, and
their managers, could monitor the results of
their decisions. Management had accumulated
this information into reference portfolios. On
the liabilities side of the business, these refer-
ence portfolios allowed management to better
define the parameters for establishing technical
prices:

In our models we have some 200-300
reference portfolios, and we apply these
reference portfolios to the several thou-
sands of treaties that we have. We began
that some years ago, and we are coming
to a point at which we are quite near to

the truth. So we began with data, from
this data we established a reference
portfolio on which we can judge the
economic value of the reinsurance busi-
ness, taking into account the speed at
which the claims are paid. —Michel Lies

Management converted this information into
better informed underwriting and a process of
continuous improvement:

We have improved the accuracy of our
underwriting, but more importantly, we
have gained the capability to analyze
and calibrate our underwriting and our
underwriting tools: “How did I price
that business and how does it look after
a couple of years of development or
reserving? Were my tools right? Do [
have somewhere a tendency to be over
conservative or over aggressive in my
underwriting?” Now we can really
benchmark and calibrate our tools.
—Christoph Menn

The reference portfolios also helped asset
managers. The transparency provided a better
understanding of liquidity requirements:

You know, one of the big challenges for
the asset managers is to match their asset
management durations to the claims pay-
ment patterns. And that is something that
is unique in our company. You know, our
company is probably paying between US
350-8100 million in claims per day. So
you need to have this money quite liquid.
And that is something for which the
development of the reference portfolio is
extremely important. —DMichel Lies

With global processes informed by increasingly
transparent information, senior executives were
better able to respond rapidly to new environ-
mental information:

I think the main benefit from the whole
BAA and Underwriting Steering Value
effort comes in the ability to steer the busi-
ness. What we have gained is a uniform
yardstick that allows us to compare profit-
ability of the business across the globe, on
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a real-time basis. It allows us to say, “We
should write more of that and less of this.”
Also, we have gained the ability to con-
sistently measure our performance and to
re-calibrate our tools where necessary. So
we have gained the ability to steer and
influence the business worldwide. That is
what we have gained. —Christoph Menn

Head, Product Development & Strategy

Realizing the Benefits:
Increasing Economic Value

In addition to the impact on decision making,
Swiss Re’s process and information platforms
had yielded dividends in merger integration. In
June 2006, Swiss Re acquired GE Insurance
Solutions (GEIS), the world’s fifth largest
reinsurer. A week after the deal closed, Swiss
Re had provided all GEIS sites with Swiss Re’s
network, email, and access to the enterprise
portal. Swiss Re also quickly delivered Swiss
Re client management and underwriting tools to
GEIS offices. For a short while, former GE
offices used both tool suites to assure that the
new tools would return the same results. By
September, all new business was being written
using Swiss Re’s global tools:

Three months after the merger became
effective, we started writing all new
business of the combined entity using the
same process, i.e., the same underwrit-
ing systems, pricing tools, and business
steering methodology. —Markus Schmid
CIO, Client Markets &

Products Functions

Swiss Re would need another 18 months to port
GEIS’ existing accounts to its systems, but it
expected full integration of the GEIS business in
2008 (including the consolidation of all the data
centers and the consolidation of the IT infra-
structure under one management). The acqui-
sition of GEIS had introduced some new
business (e.g., direct insurance) that extended,
rather than integrated into, Swiss Re’s core
processes. But in less than two years, Swiss Re
would fully absorb a business that represented
more than 10% of its revenues.

Senior managers believed they had only begun
to drive the benefits from the company’s harmo-
nization and unification efforts. Eventually,
improved understanding of performance out-
comes would provide criteria to help senior
management determine when an acquisition—or
other strategic opportunity—would increase
economic value:

This means that at each planning process,
when we try to compare opportunities in
life reinsurance, non life reinsurance,
asset management, corporate develop-
ment, and merger & acquisition oppor-
tunities, we use the same parameters to
judge. In our industry, most companies
use one parameter for property and casu-
alty reinsurance (combined ratio), in life
you speak about embedded value, and
when you buy a company, you speak about
the internal rate of return. But when you
have to choose: do I buy a company, do 1
make reinsurance in property and casu-
alty, do I make reinsurance in life? You
don’t know what to compare to what. And
that is a type of harmonization which is
also important. —DMichel Lies

Head, Client Markets Function

While there was still much to be done, by 2007,
management saw evidence that the company’s
process and data standardization efforts were
increasing economic value:

Over the past three years, every year, the
mark to market on [Swiss Re’s] invest-
ment portfolio has exceeded the mark to
market on the liabilities by about a billion
Swiss francs. If we keep doing that, it will
accrue to the shareholder. There is no
escaping that. —Benjamin Meuli

Head, Asset Management

Future Challenges

Over the years, Swiss Re’s transformation
forced the IT unit to learn how to deliver more
for less. Christoph Locher, the Head of Global
Infrastructure noted that demands on his unit
were climbing:

Beath and Ross
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Today we have to have agility in every
aspect, from integrating/divesting com-
panies to granting access from multiple
devices into our systems, from anywhere
in the world, with the same level of qual-
ity... So, now the time to react equals
zero. That is one side. On the other side,
we have had virtually no budget increase
in five years and we’ve reduced staff by
20%. —Christoph Locher

Head, Global Infrastructure

As Locher’s infrastructure team worked to cut
costs while increasing efficiency and reliability,
business unit IT heads were working to deliver
new capabilities to business leaders:

They re requesting more information and

faster information than we can actually

deliver for them. When we give them more

they re very happy, but immediately it in-
creases their appetite for more.

—Sylvia Steinmann

CIO, Financial Services Function

The growing demand for IT services com-
pounded the challenge of keeping infrastructure
operating costs down and service levels up:

We try to reduce complexity every day,
but with every new system, we add to the
complexity. The systems today are not the
systems of 20 years ago. You can’t isolate
to solve an efficiency or functionality
problem. Today it’s an integrated land-
scape, so whenever you grab it, you have
the whole carpet, the whole landscape.
You have to think of and manage all the
interdependencies. 1 don’t manage sys-
tems anymore, I manage landscapes and
processes. —Christoph Locher

Business managers recognized their growing
dependence on IT. They noted that cost con-
straints forced tradeoffs in the services IT could
provide:

We’re all concerned to keep the IT spend
to a reasonable amount, and at the mo-
ment, if I say, “I need a new front office
system in fixed income, Yury. I can’t op-
erate without it,” and then my colleague
in Products says, “We’ve got to have a
single underwriting system for life and
health,” I mean, it’s very hard to trade
off those things if you are under a budget
constraint. —Benjamin Meuli

Head, Asset Management

In the late 1990s Swiss Re had instituted an IT
governance process engaging the senior execu-
tive team in IT tradeoff decisions. Through this
process, management had learned how to man-
age IT as a strategic asset:

Aligning the strategic portfolio, defining
what it is, managing the IT budget, all
this management discipline has been em-
bedded in this organization for many
vears. People here wouldn’t even under-
stand how you might do it differently.
—Yury Zaytsev
Global CIO

As management gained confidence with IT
decisions, senior leaders had distributed much
of the decision making responsibility. By 2007
the business functions controlled IT project
budgets and the CIO controlled infrastructure
investments. As the company continued to pur-
sue integration and unification, management
was working to ensure that investments in IT
and business change would continue to reap
increased shareholder value.
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Exhibit 1
Summary of Financial Performance
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Exhibit 2
Swiss Re’s Transformation Journey

Building the

Technology Foundation

= Global technology standards

= Consolidated data centers
processes
= Group-wide knowledge and

email platform

= Business driven IT governance

Harmonization of Business
and Information Solutions

= Translation of Swiss Re
business model into core

= Delivery of group-wide
solutions and information

= Transition from legacy
processes and legacy
systems towards one
process/one solution

Integration and Unification
of Global Operating Platform

@D Ca999 >—Ca000 > QaeD>— D «©»

= Availability of integrated
operating platform

= Scalable and harmonized core
processes

= Flexible application landscape

= Information delivery
supporting new business
demands
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Exhibit 3
Swiss Re’s Global Enterprise Management Model

* Facilitate management of business
processes for disciplined execution and
for timely and reliable information

* Increase agility and scalability
by removing operational and
geographical constraints

¢ Support transformation
into single integrated

* Share and leverage value chain and enable
knowledge and . future business model
expertise on a Swiss Re based on risk origination,
global base Group warehousing and

placement

* Extend group steering processes by
ensuring availability of timely,
complete and accurate business
information

Integrated

Enterprise
Informatio

* Apply business intelligence
to identify market
opportunities
and trends

Extended
Industry
Model

* Enhance processing excellence with electronic
interfaces with business partners

* Support global risk securitization through fast and
better access to external risk information

* Shape industry landscape by initiating a co-operative
industry utility
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Exhibit 4a

Swiss Re’s Organizational Overview

Chief Executive Officer
Jacques Aigrain

Finance

Operations

Financial Services

Client Markets Products
Michel M. Liés Stefan Lippe Roger W. Ferguson Christian Mumenthaler George Quinn
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Global Admin Re Specialty Management Human Resources
W. Weldon Wilson Brian Gray Benjamin Meuli Charlotte Gubler
Americas Property Credit
& Casulaty W ngulaty oh Solutions YGIoIZoaItIT
Pierre L. Ozendo artin Oesterreicher Peter Schmidt ury Zaytsev
Life & Health Capital Mgmt. &
El'Jrope Products Advisory Group Lt?gal
Martin Albers Christian Mumenthaler| Philip A. Lotz Markus U. Diethelm
Asi Claims & Global Technical
sia Liability Accounting & Svcs.
Martyn Parker Jonathan Isherwood Walter Wild
Globals & Group
Large Risks Logistics
Agostino Galvagni Giovanni Olgiati

Risk Management

Andreas Beerli

September 2007

Exhibit 4b
Swiss Re’s IT Organizational Chart

GIO Office

SOX Operational
Excellence

Global Information Technology

Yury Zaytsev

IT Leadership, America

IT Leadership, Asia

Departments

Client Markets &

Products IT

Markus Schmid

Financial Services IT
Sylvia Steinmann

Finance IT

Walter Engler

Corporate Functions IT

Technical Accounting IT

Global Business Support

Corporate Technology
Guido Kehl

Global Infrastructure
Christoph Locher

Global IT Operations
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Exhibit 5
Swiss Re’s Integrated Value Chain

Current Model Industrialization - One Integrated Value Chain

d O REVEILY

<+—Risk origination—<+— Risk administration —> <— Risk—>

TA AM CMA

/ warehousing placement
Notes:
CM = Client Markets
UW = Underwriting
CLM = Claims and Liability Management

TA Technical Accounting (includes claims administration)
AM = Asset Management
CMA = Capital Management and Advisory
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