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VERY HIGH RISK
TO PROFITABILITY

Markets in which investment -

returns are already below or
close to the guaranteed rate

and where duration gap is high. -

The profits of many insurers'

will deteriorate and the
capital of some will
deteriorate if interest rates

stay low for the next five years.

Circles sized by total value
of 2013 Premiums (USD)

scale

++ $100 billion

$10 billion
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HIGH RISK
TO PROFITABILITY

Markets in which investment -
. returns are already below or
. close to the guaranteed rate

but the duration gap is low.

The profits of many insurers
will deteriorate and the
capital of some could
progressively deteriorate if

interest rates stay low for the

next five years.

SWITZERLAND
SWEDEN

5423 billion

MODERATE RISK
TO PROFITABILITY

Markets in which insurers are  ©
* products have specific features :

well matched or are readily

© able to lower credited rates.

The profits of many insurers :
. will progressively deteriorate

! if interest rates stay low for the :
next five years, but risk of
losses s limited.

FRANCE

A $760 million

UNITED STATES
$533 billion

LOW RISK
TO PROFITABILITY
Markets in which guaranteed

(e.g., ability to claw back
bonuses, guaranteed rate

+ linkedto performance of assets)
: orinwhich growth is such that :
new business rapidly dilutes

insurers' legacy books.

The profits of insurers will

! deteriorate slightly if interest

rates stay low for the
next five years.

SPAIN

SOUTH
AFRICA

CHINA |
$152 billion

VERY LOW RISK
TO PROFITABILITY

Markets in which the weight of

guaranteed products is low and
guarantees are very low.

The profits of insurers will
hardly deteriorate if interest
rates stay low for the
next five years.

AUSTRALIA

‘ MEXICO
\

IRELAND
I

UNITED
KINGDOM
$223 billion
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2013 2014 2015 2016

Severe income Income disparity Interstate conflict Large-scale
disparity with regional involuntary
consequences migration

1st dl sparity

Chronic fiscal

2nd imbalances

Chronic fiscal Extreme weather Extreme weather Extreme weather
imbalances events ‘ events events

Unemployment Failure of national Failure of climate-
and govermance change mitigation

3rd
underemployment and adaptation

— B —————
‘Water supply crises Climate change State collapse or Interstate conflict
crisis with regional
ConSequancas

Cyber attacks

4th

Water supply crises
5th

M Economic M Environmental [l Geopolitical [l Societal M Technological
F 4 % ¢ Global Risk 2016, 2016, World Economic Forum

Mismanagement Cyber attacks High structural Major natural
of population unemployment or catastrophes
ageing underemployment
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2012 2013 2014 2015
Major systemic Major systemic Fiscal crises Water crises Failure of climate-
1st financial failure financial failure change mitigation '
and adaptation
Water supply Water supply Climate change Rapid and massive Weapons of mass
2nd crises crises ‘ spread of infectious destruction
diseases

3rd Chronic fiscal Water crises Weapons of mass
imbalances destruction

4th Chronic fiscal Diffusion of Unemployment Interstate conflict
imbalances weapons of mass and with regional
underemployment consequences

Water crises

Large-scale
involuntary
migration

Extreme volatility in Failure of climate- Critic C 0 Failure of climate-
energy and | change mitigation C change mitigation ’
agriculture prices and adaptation D! and adaptation

Sth

Severe energy
price shock

B Economic M Environmental [l Geopolitical [l Societal [l Technological

F3# AR © Global Risk 2016, 2016, World Economic Forum
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Multi-Hazard
Average Annual Loss (AAL)
[million US$) b

Earthquake, flood, cyclone wind,
storm surge and tsunami
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B 146244
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927-3,300
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Fi# R iR 1 2015 Global Assessment Report on Disaster Risk Reduction, 2015, UNISDR.
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2%

Hong Kong

Mexico
Netherlands
Switzerland

Source: Swiss Re Economic Research & Consulting and Non-Life Risk Transformation. (2015)
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