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Swiss Re at a glance

News first half 2004

» Netincome more than doubled to
CHF 1.4 billion

s Shareholders’ equity increased by
CHF 875 million to CHF 19.4 billion

» Excellent investment return of 5.8%
{annualised)

» Property & Casualty Business
Group: substantial operating
income growth of 79% coupled
with combined ratio improvement
to 96.1%

u Life & Health Business Group:
return on operating revenues
increased to 8.6%

s Financial Services Business Group:
operating income up 32%

= Return on equity of 15.6%
{annualised)

Share performance

Key figures {unaudited)

First half First half Change

CHF millions unless otherwise stated 2003 2004 in%
Property & Casualty Business Group
Premiums earned 7864 7527 -4
Combined ratio {in %) 99.8 96.1
Life & Health Business Group
D S 7 963 T EE LR
Qperating revenues 6545 6581 1
Return on operating revenues (in %) 8.1 8.6
Financial Services Business Group
Premium business S

Premiums earned o 1 555 S 1 593 B ” 2

Combined ratio, excl. non-traditional business (ip‘?ﬁ‘)“ 90.6 94,2

Fee business

a\revenu‘és ) ) O
. Retumontotalrevenues U A
excl. proprietary asset management (in %) 17.3 18.3
Group
Premiums gamed 14882 M4z T2
Netincome 691 14a1 108
Earnings per share (in CHF) 223 4,66 109
Shareholders’ equity (31.12.2003/30.06.2004) 18 511 19386 5
Return on investment (in %), annualised 48 5.8
chm o éqﬁity ‘(‘i‘n”%‘)‘ L s e R et e
Number of employees 8131 7844 -4
Market information as of 20 August 2004
Share price ([lj CHF“)” R 69.80
M‘a“rket‘ capitalisation (in CHF millions) . 21665
Number of shares entitled to dividend 310382873

Performance 1994-20 August 2004 (p.a.} Yearto 20 August 2004
Swiss Re (in %) 78 -16.3
Swiss Performance Index {in %) 73 -0.1
DJ Stoxx Insurance Index (in %) 1.0 -6.4
200 Share price in CHF {logarithmic scatc) Annual performance in %
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Chairman and CEO letter

Swiss Re Interim Report 2004

Fellow shareholders, ladies and gentlemen

The first half of 2004 was a successful period for Swiss Re with earnings more than
doubling to CHF 1.4 billion, or CHF 4.66 per share. The low incidence of large losses
and stable capital markets provided a favourable environment in which all sectors

of our business performed well. Qur balance sheet equity also showed satisfactory
progress during the period growing 5% to CHF 19.4 billion.

Total revenues increased by 3% supported by strong growth in investment return.
Realised gains on equity securities and significantly lower impairment charges contrib-
uted to an excellent return on investments of 5.8%. Premiums earned reduced by 2%.
with madest growth in life and health and in traditional non-life lines offset by a much
reduced revenue contribution from non-traditional non-life transactions. The positive
development of our Capital Management and Advisory business sector continued with
a 7% increase in fees and trading revenues.

At the present time, we see pricing changes in the reinsurance market occurring across
all business lines. In life, prices are moving higher in response to low interest rates and
improved economic targets. Pricing signals in non-life are somewhat mixed. We have
seen some rate declines in property, while casualty pricing trends have remained stable
on average, with some differences according to line of business and market. In some
risk segments, rates are still improving. Overall, prices remain at attractive levels,

Our operating results are in line with expectations. The Property & Casualty Business
Group achieved a 36.1% combined ratio. The Life & Health Business Group posted an
8.6% return on operating revenues. In the Financial Services Business Group the com-
bination of premium business and fee business produced a 32% increase in operating
income to CHF 359 million. Subject always to the uncertainties arising from our busi-
ness exposure to large natural and man-made catastrophic events, we expect a similar
development in our operating results in the second haltf of 2004, but a much reduced
level of capital gains. Hurricane Charley, which has recently hit the coast of Florida, is
not expected to alter our positive outlook for the 2004 results.

Locking further ahead we see good opportunities for Swiss Re to improve profit mar-
gins. We have taken a short position in our non-life investment portfolio enabling us to
be an early beneficiary of expected interest rate increases. Our strong reserve ratio
(reserves to premiums in non-life) gives Swiss Re added leverage in this regard. In ad-
dition, we increasingly believe that the securitisation of a wider range of insurance
risks, including volume products such as motor or life insurance, is achievable and will
improve returns on risks flowing through our balance sheet. We also expect to expand
our successful Admin Re®™ strategy as opportunities in the life sector continue to grow.

Overall, our strong capital base, further reinforced by the successful Mandatory Con-
vertible Securities issue in July 2004, underlines Swiss Re's value as a secure business
partner at a time of heightened sensitivity to credit risk. This strength coupled with
Swiss Re's long standing client relationships, institutional knowledge and dedicated
staff provide the right formula for a successful future.

———————

L = SIY N
Peter Forstmoser John R. Coomber ‘
Chairman of the Board of Directors Chief Executive Officer



Cautionary note on forward-looking statements/Information

Cautionary note on forward-looking statements

Certain statements contained herein are
forward-looking. These statements pro-
vide current expectations of future events
based on certain assumptions and in-
clude any statement that does not direct-
ly refate to a historical fact or current fact.
Forward-looking statements typically are
identified by words or phrases such as
“anticipate”, "assume”, “believe”, “contin-
ue”, “estimate”, "expect”, “foresee”, “in-
tend”, “may increase” and "may fluctuate”
and similar expressions or by future or
conditional verbs such as "will”, “should”,
“would” and "could”. These forward-look-
ing statements involve known and un-
known risks, uncertainties and other fac-
tors, which may cause Swiss Re's actual
results, performance, achievements or
prospects to be materially different from
any future results, performance, achieve-
ments or prospects expressed or implied
by such statements. Such factors include,
among others:

Information
Contact addresses

Investor Relations

Stefan Senn

Telephone +41 43 285 4444
Fax +41 43 285 6555
investor_relations@swissre.com

Public Relations/Media
Henner Alms

Telephone +41 43 285 7171
Fax +41 43 285 2023
media_relations@swissre.com

Share Register

Karl Haas

Telephone +41 43 285 3294
Fax +41 43 285 3480
share_register@swissre.com

cyclicality of the reinsurance industry;
changes in general economic condi-
tions, particularly in our core markets;
uncertainties in estimating reserves;
the performance of financial markets;
expected changes in our investment
results as a result of the changed com-
position of our investment assets

or changes in our investment policy;
the frequency, severity and develop-
ment of insured claim events;

acts of terrorism and acts of war;
mortality and morbidity experience;
policy renewal and lapse rates;
changes in rating agency policies or
practices;

the lowering or withdrawal of one or
more of the financial strength or credit
ratings of one or more of our subsidiar-
ies,

Important dates
17 March 2005
Results 2004

9 May 2005
141st Annual General Meeting

» changesin levels of interest rates;

m political risks in the countries in which
we operate or in which we insure risks;

= extraordinary events affecting our
clients, such as bankruptcies and liqui-
dations;

a risks associated with implementing cur
business strategies:

a changes in currency exchange rates;
changes in laws and regulations, in-
cluding changes in accounting stan-
dards and taxation requirements; and

u changes in competitive pressures.

These factors are not exhaustive. We
operate in a continually changing envi-
ronment and new risks emerge continu-
ally. Readers are cautioned not to place
undue reliance on our forward-looking
statements. We undertake no obligation
to publicly revise or update any forward-
looking statements, whether as a result of
new information, future events or other-
wise.

©2004
Swiss Reinsurance Company
Zurich

Title:
Interim Report 2004
Shareholders’ letter

Original version in English

The Interim Report 2004 is also available
in German and French.

A PDF version of the Interim Report 2004
is available for download in English, German and

French at: www.swissre.com/interimreport

The Interim Report 2004 Shareholders’ letter
is available in English. German and French.

CC.08/04,3300en
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Swiss Re at a glance

News first half 2004

o Netincome more than doubled to
CHF 1.4 billion

o Shareholders’ equity increased by
CHF 875 million to CHF 19.4 billion

o Excellent investment return of 5.8%
(annualised)

o Property & Casualty Business
Group: substantial operating
income growth of 79% coupled
with combined ratio improvement
t0 96.1%

o Life & Health Business Group:
return on operating revenues
increased to 8.6%

o Financial Services Business Group:
operating income up 32%

o Return on equity of 15.6%
{annualised)

Share performance

200  Share price in CHF (logarithmic scale)

Key figures (unaudited)

First half First half Change
CHF millions unless otherwise stated 2003 2004 in%
Property & Casualty Business Group B ,
Premiumsearned . 7864 7827 -4
Combined ratio {in %) 99.8 96.1
Life & Health Business Growp R
Premiums earned 4963 5022 1
Operatngwerues 3555 esen )
Return on operating revenues {in %) 8.1 8.6
Financial Services Business Group
Promium business , .
Pemumseamed . 1885 1593 2
Com_bined ratio, ?XC.‘: non-traditional b_us_i_ness (‘m %) o 906 9 472 ”
Fee business
0 aos 0
Return on total revenues,
excl. proprietary asset management {(in %) 17.3 18.3
Group
Netincome 691 1441 109
Earnings per share {in CHF) o 223 486 109
Shareholders’ equity (31.12.2003/30.06.2004) 1851 19386 5
Return on investment (in %) annualised 4_‘_8 5.8
Return on equity (in %), annualised 82 15.6
vNur‘vnber of e‘r‘ﬁpl.éyees » - 8 1“31‘ 7 844 .......... -4
Market information as of 20 August 2004
Shereprice nCHP) _ 6980
Miarket capitalisation {in CHF millions) 21885
l\_lﬂur‘pbevr of shares entitled to dividend ‘ 310 382 873

Performance

Year to 20 August 2004

Swiss Re (in %)

S_Wiss Performance Index (ih %.)

-16.3

Annual performance in %
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* Year to 20 August 2004
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Chairman and CEO letter

Fellow shareholders, ladies and gentlemen

The first half of 2004 was a successful period for Swiss Re with earnings more than
doubling to CHF 1.4 billion, or CHF 4.66 per share. The low incidence of large losses
and stable capital markets provided a favourable environment in which all sectors

of our business performed well. Our balance sheet equity also showed satisfactory
progress during the period growing 5% to CHF 19.4 billion.

Total revenues increased by 3% supported by strong growth in investment return.
Realised gains on equity securities and significantly lower impairment charges contrib-
uted to an excellent return an investments of 5.8%. Premiums earned reduced by 2%,
with modest growth in life and health and in traditional non-life lines offset by a much
reduced revenue contribution from non-traditional non-life transactions. The positive
development of our Capital Management and Advisory business sector continued with
a 7% increase in fees and trading revenues.

At the present time, we see pricing changes in the reinsurance market occurring across
all business lines. In life, prices are moving higher in response to low interest rates and
improved economic targets. Pricing signals in non-life are somewhat mixed. We have
seen some rate declines in property, while casualty pricing trends have remained stable
on average, with some differences according to line of business and market. In some
risk segments, rates are still improving. Overall, prices remain at attractive levels.

Qur operating results are in line with expectations. The Property & Casualty Business
Group achieved a 96.1% combined ratio. The Life & Health Business Group posted an
8.6% return on operating revenues. In the Financial Services Business Group the com-
bination of premium business and fee business produced a 32% increase in operating
income to CHF 359 million. Subject always to the uncertainties arising from our busi-
ness exposure to large natural and man-made catastrophic events, we expect a similar
development in our operating results in the second half of 2004, but a much reduced
level of capital gains. Hurricane Charley, which has recently hit the coast of Florida, is
not expected to alter our positive outlook for the 2004 results.

Looking further ahead we see good opportunities for Swiss Re to improve profit mar-
gins. We have taken a short position in our non-life investment portfolio enabling us to
be an early beneficiary of expected interest rate increases. Qur strong reserve ratio
{reserves to premiums in non-life) gives Swiss Re added leverage in this regard. In ad-
dition, we increasingly believe that the securitisation of a wider range of insurance
risks, including volume products such as motor or life insurance, is achievable and will
improve returns on risks flowing through our balance sheet. We also expect to expand
our successful Admin ReSM strategy as opportunities in the life sector continue to grow.

Qverall, our strong capital base, further reinforced by the successful Mandatery Con-
vertible Securities issue in July 2004, underlines Swiss Re's value as a secure business
partner at a time of heightened sensitivity to credit risk. This strength coupled with
Swiss Re's long standing client relationships, institutional knowledge and dedicated
staff provide the right formula for a successful future.

——————

Z = SIE
Peter Forstmoser John R. Coomber N
Chairman of the Board of Directors Chief Executive Officer

4 Swiss Re Interim Report 2004



Group

Improvements across all business groups and an excellent

investment return led to an increase in net income of 109%,

to CHF 1.4 billion, for the first half of 2004.

Group results

Premiums earned decreased by 2% to
CHF 14.1 billion in the first half 2004.
Adjusted for currency exchange effects,
premiums were stable.

The Swiss franc appreciated 6% against
the US dollar compared to the same pe-
riod in 2003. Due to the global nature of
Swiss Re’s business, currency fluctua-
tions will impact the comparison of year-
on-year reported figures.

The Property & Casualty Business Group
reported premiums earned of CHF 7.5
billion, a decrease of 4% compared to
first half 2003. A 2% increase in tradi-
tional business was offset by a decline in
non-traditional business. The currency
impact was less than 1%.

Premiums earned in the Life & Health
Business Group rose by 1% over first half
2003, to CHF 5.0 billion. Adjusted for
the effects of currency exchange, the in-
crease was closer to 4%, due to Admin ReSM
business.

Premiums earned in the Financial Ser-
vices Business Group grew by 2% over
first half 2003, to CHF 1.6 billion. Ex-
cluding currency exchange effects, un-
derlying growth was 5%, largely driven
by growth in casualty business.

Swiss Re Interim Report 2004

Net investment income was unchanged
at CHF 2.4 billion. At constant exchange
rates, net investmentincome grew 2%
due toincreased invested assets.

Net realised gains in the first half of 2004
totalled CHF 659 million compared to

a net realised loss of CHF 26 million in the
first half of 2003. Only minor net impair-
ment charges were experienced in the
first half of 2004 compared to the same
period in the previous year.

Trading revenues increased tc CHF 277
million from CHF 221 miillion in first half
2003, due to market value changes in
credit default swaps and the continuing
growth in Capital Management and
Advisory activities.

Total Group revenues increased by 3% to
CHF 17.6 billion in the first half 2004;

at constant exchange rates the increase
was 5%.

Claims and claim adjustment expenses
and life and health benefits fell by 4%
from first half 2003, to CHF 11.0 billion.
Adjusted for the effects of currency
exchange, the decrease was 2%. The net
impact on the Group result from non-

life reserve development was a charge of
CHF 199 million in the first half 2004.

Acquisition costs decreased by 1% from
first half 2003, to CHF 3.1 billion. Exclud-
ing currency exchange effects, acquisi-
tion costs were stable in line with premi-
ums earned.

Amortisation of goodwill fell by 11% in
first half 2004. Adjusted for currency ex-
change effects, the decrease was 8%,
reflecting the decline of goodwill in the
balance sheet.

The Group’s other operating costs in-
creased by 2% to CHF 1.5 billion in first
half 2004. The increase was primarily
related to the expanded Admin ReSM and
Capital Management and Advisory ac-
tivities. The increase was partly offset by
lower operating costs in the Property &
Casualty Business Group of CHF 25
million and Corporate Centre costs of
CHF 20 million, respectively.

The Group's effective tax rate was 27.4%.
compared to 27.9% in first half 2003,
and is broadly in line with the 2003 full
year rate.

Overall, the Group’s net income increased
to CHF 1.4 billion, compared to netin-
come of CHF 691 million in first half
2003. This led to earnings of CHF 4.66
per share, up from CHF 2.23 per share

in first half 2003.

The Group recorded net cash flow from
operating activities of CHF 3.7 billion,
CHF 700 million higher than recorded
in the first half 2003, due mainly to im-
proving reinsurance cash flows.

Shareholders’ equity was CHF 19.4 bil-
lion, up from CHF 18.5 billion at the end
of 2003. The stronger capital position
was mainly due to improved earnings.
Annualised return on equity increased to
15.6 % from 8.2%.




Income reconciliation

First half First half Change
CHF millions 2003 2004 in %
Business group operating income
Property“&QasQélty ehalanls- 675 R
Ufe&Healh 472 833 34
Financial Services 273 359 32
Total business groups’ operating income 1667 2466 57
Corporete Centre expenses -185 165 -1
toms excluded fiom the't;ﬁsiné__ss__g_rvggﬁé ................................................
_ Netrealised investvm'evht gaihs{lqsses —59 18 vvvvvvv
_ Amortisation of goodwill -157 -140 -1
Other income/expenses ?207 -193 -7
Net income before tax 958 1986 107

Investments

The annualised return on investment at
5.8% benefited from higher than ex-
pected capital gains on equities in the
first half of the year. This represents a
percentage point improvement compared
to 4.8% in the first half of 2003, when
significant impairment charges on equity
securities reduced overall investment
returns.

The Swiss Re investment portfolio grew
by 15% in Swiss franc terms, from

CHF 88.2 billion at year end 2003 to
CHF 101.3 billion. The share of fixed
income securities decreased slightly to
87% of total investments, compared

to 88% at year end 2003. Correspond-
ingly, the share of equity securities in-
creased t0 9% compared to 8% at year
end, reflecting new accounting guid-
ance on separate account business which
has led to a reclassification of assets
previously included in other assets into
equity investments.

Fixed income

Over the last few quarters, bond returns
have been largely determined by changes
in the shape of the yield curve. Long an-
ticipated interest rate rises in the US and
the UK helped to increase yields in the
eurozone even though the European Cen-
tral Bank has not announced a similar
tightening of monetary policy.

In corporate bonds, the credit environ-
ment continued to support spread prod-
ucts, but the flattening vield curve and
relatively weak equity markets translated
into only modestly wider credit spreads.

Swiss Re had been expecting these
trends and shortened the position of its
non-life fixed income portfolio in antici-
pation of interest rate increases. In the
second half of 2003, average durations
were actively managed on the non-life
portfolios, reducing from 4.2 years at the
end of June 2003 to 3.6 years at the
end of June 2004, remaining shorter
than the benchmark defined in Swiss Re's
strategic asset allocation. In the North
American life portfolios, the duration was
kept constant, broadly matching the
duration of the corresponding liabilities.

Overall, fixed income investments in-
creased to CHF 88.3 billion, from

CHF 77.7 billion at the end of 2003. At
constant exchange rates. this is equiva-
lent to 13% growth. This significant
growth was due to the acquisition of as-
sets worth CHF 4.6 billion through the
Admin ReSM transaction with CNA, or-
ganic cash flows, and the reclassification
of investments (due to changed GAAP
guidance) totalling CHF 3.9 billion which
were previously accounted for as funds
held by ceding companies.

Consequently, current investment income
from fixed income securities increased

by 12% at constant exchange rates, to
CHF 2.0 billion, from CHF 1.8 billion in
first half 2003. Net realised gains were
CHF 71 million compared to CHF 950
million in the same period in 2003, when
gains were realised as fixed income
values peaked.

Equities

In contrast to the bond markets, the major
stock markets have enjoyed relatively
stable conditions, with far less volatility
than in recent years. After a good start,
markets weakened in the second quarter,
reflecting a lack of investor confidence,

a slowdown in China and heightened
geopolitical risks.

Swiss Re realised net gains of CHF 486
million, compared to CHF 38 million in
the first half of 2003. In addition, the
portfolio recorded a net unrealised value
increase of CHF 3 million, compared

to impairments of CHF 532 million in first
half 20083.

Swiss Re Interim Report 2004
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Equity investments increased by CHF 2.3
billion in the period under review, due

10 revised accounting guidance on sepa-
rate account business. The Group has
certain business where policyholder funds
are invested in defined assets, and policy-
holders bear the investment risk on the
assets. A part of this business no longer
meets the conditions for separate ac-
count classification due principally to the
legal structure of the asset funds involved
and the assets have been reclassified

into shares of investment funds held for
trading.

Adjusting for this accounting change,
the overall economic exposure to equity
investments was generally kept level
throughout the first half year and was
managed through the use of partial over-
lays when required by market condi-
tions.

Swiss Re Interim Report 2004

Capital management

In June 2004, Swiss Re successfully up-
dated its USD 5 billion European Medium
Term Notes (EMTN) programme. At the
end of June 2004, Swiss Re's outstand-
ing debt under the EMTN programme
had an aggregate face value of USD 2.09
billion, compared with USD 1.95 hillion
at the end of 2003.

In the first half of 2004, Swiss Re issued
three zero coupon notes under the EMTN
programme totalling USD 56 million

and with a maturity of 5 years, as well as
a senior fixed rate note totalling USD 50
million, due in January 20086. In June
2004, the Group issued a senior step-up
fixed rate callable note under the EMTN
programme totalling JPY 2 billion, due in
20089.

On 25 June 2004, Swiss Re launched

a five year syndicated letter of credit facil-
ity, both to replace existing capacity and
for general corporate purposes. The trans-
action, which attracted strong support

in the market, was significantly oversub-
scribed and therefore was increased from
its initial size of USD 1.5 billion to USD 2
billion.

In June 2004, Swiss Re repaid its
USD 530 million Triple Exchangeable
Bond, issued in 1999.

On 1 July 2004 Swiss Re launched an of-
fering of Mandatory Convertible Securi-
ties (MCS) due in 2007 and successfully
completed the transaction with an issue
size of EUR 672 million. The MCS will pay
a coupon of 8.125% p.a. until conversion.
Swiss Re will participate in future share
price appreciation of up to 20% of the
share reference price (set at CHF 80.41).
The securities will automatically convert
into Swiss Re shares in three years. Un-
derlying shares previously committed to
Swiss Re's convertible bond issued in
2001 have been reallocated to support
the transaction. The reallocation was
made possible by the purchase of call op-
tions at favourable conditions, which
offset the exposure to deliver Swiss Re
shares under the previously mentioned
2001 convertible bond. None of the con-
ditional capital increase approved by

the Annua! General Meeting of Swiss Re
in May 2004 was used for this trans-
action.

With the launch of the MCS, Swiss Re
continues to improve its financial strength
by moving from senior debt to hybrid
capital.




Property & Casualty Business Group

Operating income increased strongly by CHF 652 million to

CHF 1 474 million. The combined ratio improved by 3.7 points

to 96.1% in first half 2004.

Key market and

business developments

The primary insurance market remained
stable during the first half of 2004,
although there is a slight trend towards
market softening in certain lines of
business, most notably property. Overall,
terms and conditions are stable and
prices are at attractive levels.

Similarly, conditions in the reinsurance
market continue to be favourable. Profita-
bility is still increasing due to significant
improvements in rates, terms and con-
ditions over the last two years. Although
rates are starting to decrease in certain
lines they remain at attractive levels. In a
reduced interest rate environment the
industry is focused on delivering strong

underwriting results as demonstrated by
recent renewals where major market
participants have maintained underwrit-
ing discipline.

Business group results

Operating income showed a significant
increase of 79% in the first half of 2004,
compared to the first half of 2003.

Premiums earned decreased by 4%. Tra-
ditional premiums grew by 2% while non-
traditional volume showed a significant
decline. Traditional business grew in
Europe and in Asia 6% and 19%, respec-
tively. Asia division continues to expand
strongly despite a lower renewal in Japan
which was affected by declining natural
catastrophe premium rates and market

First half First half Change
CHF millions 2003 2004 in %
REVENUES oo - .
Premiums earned ‘ 7864 1527 -4
‘Netmivnvvestr_n‘ebn.t“ivhcome vvvvvvvvvvvvvv » 672 691 v 3
N.ét féalised i.rﬂv‘é.évtment gaiHs/iésses 133 ‘ 493 » >260
Total revenues 8668 871 0
Expenses o . . .
Ciaims a‘rj__d”claim adjustment expe_rj_sesv -5 837 -5191 B - H
ACQF‘.??‘P‘OWCO“S e ~1635 ~1696 4
Other operating costs and expenses -375 v -350 -7
Total expenses -7847 -7237 -8
Operating income 822 1474 79
Claims ratio (in %) » 74.2 69.0
Acquistioncostratio(n%) 208 225
Management expense ratio (in %)} _____ 48 46
Combined ratio (in %) ' 99.8 96.1

consolidation. In the Americas division,
traditional premiums declined 10% in
original currencies due to a lower volume
of late reported premiums, increasing
client retentions, lower property rates and
competitive pressures in the US. A de-
cline of 31% in non-traditional premiums
earned was caused by a reduced number
of large individual non-traditional con-
tracts which protect the client’s balance
sheet while providing risk transfer. These
transactions depend on client specific
needs making renewal often uncertain.
The currency exchange impact on premi-
ums earned was less than 1%.

Despite shortening the maturity of the
investment portfolio to benefit from rising
interest rates, netinvestment income
increased by 3%. This was primarily due
to additional interest income on balances
held by cedents and certain non-tradi-
tional contracts. Realised gains increased
by CHF 360 million due to capital gains
on equities in first half 2004 and a signifi-
cant reduction in impairment charges,

The combined ratio improved by 3.7
points to 96.1% reflecting the successful
underwriting of recent years. The rela-
tively low level of large claims improved
the overall property result, which also
benefited from reserve releases following
better than expected claims experience,
while liability reserves for certain prior
year business were strengthened. Over-
all, the net impact from prior years was a
charge of CHF 168 million for the busi-
ness group. The acquisition cost ratio in-
creased by 1.7 points to 22.5% due

to non-traditional contracts with higher
profit commissions and commission
rates. Despite the reduction in premiums
earned, the management expense ratio
improved from 4.8% to 4.6%, reflecting
a reduction in expenses of CHF 25 mil-
lion.

Swiss Re Interim Report 2004



Life & Health Business Group

Return on operating revenues increased to 8.6% in the first half

of 2004 from 8.1% in the first half of 2003. The business

group continues to grow its Admin ResM portfolio, with its two

largest acquisitions to date in the US and UK.

Key market and

business developments

US primary term assurance sales rose by
7% in the first half of 2004 over the cor-
responding period in 2003. New term life
premiums increased strongly in Italy and
Germany in the first half of 2004; how-
ever, sales in the UK were adversely af-
fected by the slowing of the housing mar-
ket. Initial indications suggest that ces-
sion rates have declined in the US during
the first half of 2004,

The Life & Health Business Group contin-
ued to execute its strategy of investment
in Admin ReS™ with the successful closing
of the transactions with CNA in the first
half of 2004 and, on 24 August, with Life
Assurance Holding Corporation Limited
(LAHC).

In North America, our largest market,
Swiss Re continued its client by client
pricing review. This exercise refines re-
insurance premium rates by adjusting
pricing assumptions to reflect both the
current economic environment as well as
client specific mortality experience. The
initial phase of the review, focusing on
the largest treaties, is now complete. Al-
though initial indications suggest the
primary markets are already reflecting
these revised costs in higher premium
rates, the impact on the 2004 results will
be limited as the benefit is recognised
over a number of years. The subsequent
phases of the review will be ongoing
during the second half of 2004 and it is
estimated that substantially al! treaties
will be on new terms by the end of the
year.
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Business group results

The operating result {excluding net real-
ised gains/losses) increased from

CHF 532 million in the first half 2003 to
CHF 567 million, despite an adverse
currency exchange impact of CHF 14 mil-
lion from the continuing decline of the

US dollar. This increase reflects stable re-
turns from the life business and an im-
proved health result. The operating result
of 8.6% improved from the 8.1% achieved
in the first half of 2003.

Premiums earned increased by 4% at
constant rates of exchange to CHF & bil-
lion. This reflects the recent acquisition
of CNA's life business, partially offset by
first year premium reductions related to
the US pricing review. Total life premiums
increased by 5% at constant rates of ex-
change to CHF 4.1 billion. At the same
time, total health premiums declined 3%
to CHF 930 million, reflecting the run-
off of certain discontinued accident and
health lines.

The reduction in the life business return
on operating revenues to 8.3% from
10.0% relates to a combination of several
factors, including a higher volume of
large death claims in North America, the
absence of one-off expense savings

in 2003 and continuing reduced invest-
ment yields.

The health business return on operating
revenues improved significantly from
0.6% in the first half of 2003 to 9.9%,
driven largely by positive experience from
the continuing income protection busi-
ness. With much of the health business
in run-off, the results can fluctuate be-
tween periods while nonetheless contrib-
uting positively to the bottom line. The
health business now accounts for less
than 19% of the total operating revenues
although it is still actively written in
markets where attractive returns are
available.

The management expense ratio rose
from 4.4% to 5.0% due to the increased
proportion of Admin ReSM business.
Admin ReSM carries a higher expense ra-
tio than traditional business because of
the greater maintenance costs associated
with direct business, such as handling
individual policy records and policyholder
communications.

First half First half Change
CHF millions 2003 2004 in%
Revenues
PrémiQFhs i . iees T U s0ss e
Nt in\)éstrf{ent L Cesn s T
Operating revenues 6545 6581 1
Net fealiéeé investment Qéi.hs/losses‘ - —G‘Ov ....... 66 -
Total revenues 6485 6647 2
Expenses ‘
Claims and c\“a]m adjustmeﬂnt ekbenses: “““““““““““““““““““““
life and health benefits -4540 -4632 2
Aéquisition - e e oo e “ioea” -
Other operéﬁng costs and expénses -286 -328 15
Total expenses -6013 -6014 0
Operating income 472 633 34
Operating result, excluding
net realised investment gains/losses 532 567 7
Management expense ratio (in %) 4.4 5.0 o
et on operating revevnu‘és (in g 81 ,,,,,,,,, 86 .




Financial Services Business Group

Operating income was CHF 359 million, reflecting the continua-

tion of operational improvements from 2003 as well as higher

investment returns.

Business group results

First half First half Change

CHF millions 2003 2004 in%
ROVONUeS e o o
Premiumsearned 1555 1593 | 2
Netinvestmentincome 187 78 5
Net reaI|§>e‘c‘j_vinvestmenf{_}gams/losses“‘ v -41 82 v
Tré&ing reveﬁues, fees and“éémm‘issio’h; 423 470 o il
Total revenues 2124 2323 9
Expenses o S
Claims and claim adjustmentexpenses RIS LY 6
Acquisitioncosts -267 ~306 18
Operating costs -474 -484 2
Total expenses -1851 -1964
Operating income 273 359 32
Premium businesg:ﬂggmbined ratio (m %) 96.0 101.3 »
_Y Excluding non-traditional business ‘ 90.6 94.2
Fesbusiness reurn on ot evenues (n ] s ma

Excluding proprietary asset management 17.3 183

The Financial Services Business Group re-
ported revenues of CHF 2.3 billion for the
first half of 2004, an increase of 3% over
the first half of 2003. Adjusting for the
effects of currency exchange, the growth
in total revenues was 12%.

Premiums earned grew by 5% in original
currencies. This is above the three year
average target of 3% but still reflects a
continued highly disciplined approach to
underwriting. Premium growth was large-
ly driven by new business in casualty,
where price rises continue, albeit ata
slower pace. Growth in credit and surety
also contributed to the increase. This
premium growth was partly offset by
lower premium income in aviation, princi-
pally in the facultative airline market.

Property premiums are generally flat; this
reflects the combined effects of a broad-
ening client portfolio offset by the with-
drawal of some large individual accounts
where prices demanded by clients did
not meet profitability requirements.

The total investment result increased
from CHF 146 million to CHF 260 million.
The increase was mainly due to higher re-
alised gains on equities and the absence
of impairment charges experienced in the
first half of 2003.

Trading revenues, fees and commissions
grew by 19% (excluding proprietary asset
management fees and adjusting for cur-
rency exchange effects). The fee business
continues to be a strong contributor to in-
come growth, primarily from insurance-
linked securities. Market value changes in
credit default swaps contributed CHF 43
million, compared to CHF —24 million in
the first half of 2003. Fees for proprietary
asset management services fell 15%, re-
flecting the significant improvements in
efficiency achieved in 2003 and the first
half of 2004.

Acquisition costs increased, mainly in
credit and surety, due to premium growth
and higher profit commissions.

Claims and claim adjustment expenses
increased by 6% (9% at constant ex-
change rates). Claims experience was fa-
vourable for credit and surety, property
and aviation business, but was offset by
heavier claims activity in casualty. The
net impact from prior years was a charge
of CHF 31 million.

Operating costs showed a modest in-
crease of 2%. This was largely due to vari-
able compensation costs in the fee busi-
ness reflecting the profitable growth in
this segment; underlying expenses fell by
3%.

The combined ratio for traditional busi-
ness was 94.2%, compared to the three
year average target of 95%. The total
combined ratio (which includes non-tra-
ditional business with a high combined
ratio but supported by high investment
income) was 101.3%. The fee business
achieved a return on total revenues of
18.3% for first half 2004 (excluding pro-
prietary asset management), compared
to 17.3% for the same period last year.
The total return on total revenues was
12.3%, compared to 11.9% for the first
half of 2003.
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Recent events/Outlook

Recent events

1 July 2004

Swiss Re placed an offering of Mandatory
Convertible Securities (MCS) due on

23 July 2007 and successfully com-
pleted the transaction with an issue size
of EUR 672 million. The MCS will pay

a coupon of 6.125% p.a. until conversion.
Swiss Re experienced strong demand

for the MCS from a diversified investor
base and the issue was heavily over-
subscribed. The transaction will refinance
maturing debt and further increase

Swiss Re's financial strength.

1 July 2004

Swiss Re signed an agreement to acquire
the shares of Life Assurance Holding
Corporation Limited (LAHC), including its
life insurance subsidiary Windsor Life
Assurance Company Limited, for GBP
3383 million in cash. This is Swiss Re's
second Admin ResM transaction in the UK
and will provide additional scale and
infrastructure for Swiss Re’s Admin ReSM
business in the UK. The transaction re-
ceived regulatory approval and was com-
pleted on 24 August 2004.

6 July 2004

Swiss Re received a reinsurance branch
licence from the Taiwan Ministry of
Finance to offer comprehensive reinsur-
ance services in the property and casu-
alty as well as life and health sectors.
Swiss Re is the first international reinsur-
ance company to operate a branch in
Taiwan.

19 August 2004

Swiss Re announced that, based on pre-
liminary estimates. it expects its claims
related to Hurricane Charley to be below
USD 200 million before tax. At this level
of claims, this hurricane would not alter
Swiss Re's positive outlook for the 2004
results. Hurricane Charley swept through
Jamaica, Cuba and the US, from 11 to
15 August 2004, The insured loss is ex-
pected to be in the range of USD 5-10
billion.
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Qutlook

The Property & Casualty Business Group
continues to focus on risk selection, re-
flecting Swiss Re's approach to cycle
management, by deploying capital to
those segments that generate the highest
economic returns and withdrawing from
less attractive areas. The business group
remains committed to objective and
disciplined underwriting. This selective
approach, combined with a likely fall in
non-traditional premium volume, means
that premiums are not expected to
achieve the level seen last year, but the
business group expects underwriting
profitability to remain strong. Assuming
large claims remain within expectations,
the business group anticipates the com-
bined ratio to be 96% in 2004. July
2004 renewals, mainly stemming from
the Americas and Asia divisions, were
concluded in line with expectations.

The Life & Health Business Group antici-
pates that short term growth in traditional
life reinsurance will be lower in the US
and UK than in other markets, as cession
rates come under pressure and growth in
primary protection markets remains low.,
Swiss Re expects, however, continued
growth in its Admin ReS™ business in both
of these markets. This expectation was
reinforced by the recent CNA and LAHC
transactions. The impact of these acqui-
sitions by themselves will be to increase
operating revenues over the course

of 2004 and 2005 by 10%. The two-
pronged strategy of continued invest-
ment in Admin ReSM and repricing tradi-
tional business in North America will
provide a strong foundation for achieving
in the future the three year average tar-
gets of 7% growth in operating revenues
and a return on operating revenues

of 9%.

The Financial Services Business Group
expects continued good performance in
the second half of 2004 with the pre-
mium business producing solid under-
writing results. Positive market value
changes experienced in first half 2004
in the portfolio credit default swap book
are not expected to recur in the second
half. Swiss Re expects to continue its suc-
cessful expansion of the fee business,
although, due to the nature of the busi-
ness, the expansion rate is somewhat
dependent on market conditions and on
the timing of deal closings.

With yields rising from historical lows, the
portfolio is well positioned to generate
significant cash flows for reinvestment at
higher rates. While Swiss Re will strive to
maximise its investment result, the level
of capital gains achieved in the first half of
2004 is not expected to recur in the sec-
ond half.

Swiss Re has substantizally strengthened
its market position in recent years, which
will translate into an attractive and sus-
tainable return on shareholders’ equity
going forward. Provided that large losses
remain within expected levels and capital
markets continue to normalise, Swiss Re
expects to report continued good results
in 2004.



Income statement (unaudited)

For the first half ended 30 June

CHF millions Notes 2003 2004

Revenues

Net reali investment gains/losses

Tadingrevenues 2221 27T
Qther revenues 118 140
Total revenues 17135 17654

Claims and claim adjustment expenses 0 6948 -6365
Ufeand healthbenefits .. 10 -4533  -4632
Acquisition cosis | | o 10 -3085  -3056
Amortisationofgoodwill 4 -157 -140
S o ] R
Total expenses -16176 -15668
Income before income tax expense 889 1986
lncometaxexpense -268 -545
Net income 691 1441

Earnings per share in CHF

Basic D228 4.66
DIMED T 221 456

The accompanying notes are an integral part of the Group financial statements.
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Balance sheet (unaudited)

Assets
‘CHF millions Notes 31.12.2003 30.06.2004
Investments I 2B
Fixed mcq_r_ﬁé secunueé ““““ I
Available-for-sale, at amortised cost (fair value: 2003: 64274, 2004: 75834) 63131 75558
_____ Trading. at fair valus (amortised cost: 2003; 1129; 2004: 1147) 3 1140
Equﬁy securities = Available- for-sale, at favr value (cost 2003 6335 2004 6524) ____ 8751 6780
Equnt§ SGCUF&!GS - Tradvmg “““ 1 2311
Vorgagssandomeroans s133  eass
- B Taa 1663
Short -term mveﬁtments at amortlsed cost WhICh approxll_mates falrvaiue o 7339 ___________ 4789
Other invested assets v ‘ ‘ - 2074 v ”2180
Total investments 882056 101257
Cashand cashequivalents 6429 4917
Accrued '”Ve$ﬁmeﬂ,,t.,!ﬁcome .................. 100 1297
Prerﬁuums and other revq_c_av}yab\es __________ 11 651 ) 13622
Reinsurance recoverable on unpaid claims and policy benefis 10 86567 7507
Funds held by ceding companies L -2 S 16713
Deferred acquisition costs R 510 . 4784 5302
Acquired prese 5 bgog2 6374
Goadwil . N — . 4 2885 27717
lncome}gxes rg_coverable - ‘ ) ” ) ‘ ‘ ‘ » 484 ‘ 534
Finencial servicesassets ... 18897 18095
Other assets 7103 6873
Total assets 169698 185268

The accompanying notes are an integral part of the Group financial statements.

All financial information included in this report is unaudited, except for balance sheet information as of 31 December 2003,
which is audited.
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Liabilities and shareholders’ equity

CHF millions

L|ab|l|t|es

L0ng term debt

Total liabilities

Shareholders equlty

Common stock CHFOWO parvalue o
2003:322057870; 2004: 322 061 675 shares authorised and issued

Treasury shares

Accumulated other comprehenswe mcome
Net unreahsed |nvestment gams/losses net of deferred tax

Foreign currency translation

Total accumulated other comprehensive income

Retalned earmngs

Reserve for own shares

Total shareholders’ equity

Total liabilities and shareholders’ equity

The accompanying notes are an integral part of the Group financial statements.
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Notes 31.12.2003 30.06.2004

_______ 10 63474 64857

10 37244 45970

___________ 6457 8470

__________________ 7530 8333

__________________ 56567 6156

__________________ 724 1056

1565 1376

... 156733 18169

________________ 1207 886

6879 5795

6 4807 4814

151187 165882

vvvvvvvv 32 32

L 6821 5828

o e -74

“““ 401 309

Z1426 -1436

-1025 -1127

,,,,,,,,,, e
1 10

18511 19386

169698 185268
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Statement of comprehensive income (unaudited)

Statement of shareholders’ equity

Net
Additional unrealised Foreign
Common palid-in Treasury gains/losses, currency Retained Reserve for

CHF millions stock capital shares net of tax translation earnings own shares Total
Balance as of 31 December 2002 32 5989 76 -918 12176 137 16686
Net Income ..... v .- w 702 ,,,,,,,,,, W 702
Changein unreallsed gams/losses - S
onsecurties net L 1116
Change in foreign currency trans)avon o -513 - :—513
Dvidends ~310 .T30
Change in own shares o N 27 ” -7
Fauty repumhé;éd I - . s e O i
Additional minimum I\abxlwt\/ rwet ..... . k—22 - ;22
Balance as of 31 December 2003 32 5821 401 -1426 135673 10 18511
Net income 1447 1447
Change e gams/lcsséé .......... i
onsecurities,net -92 e ~92
Change in fore|gn currency translatlon lllllllllll -10 -10
e T o e g vt
Purchase/sa\e oftreasur\/ shares » v ) - 7 » 20 S o 27
Change in accounting policy (note 1 ) -94 54 -110 -1 50
Balance as of 30 June 2004 32 5828 -74 309 -1436 14727 0 19386
The accompanying notes are an integral part of the Group financial statements.
Statement of comprehensive income
For the first half ended 30 June
CHF millions 2003 2004
Netincome 691 1441
overcomprnansve oo o

Chang‘e in forelgn currency translatton llllllllllllll 221 -10

Changé”m unrealised gains/losses, net of tax 71 4 B -92
Comprehensive income 1626 1339

The accompanying notes are an integral part of the Group financial statements.
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Statement of cash flow (unaudited)

For the first half ended 30 June

CHF millions 2003 2004
Cash flows provided/used by operating activities B e
.N,e.ﬁ.,mcom?_. . o B9 144

Deprecramn g_m_g_(_t__l_sat|on and other non- cash items 637
“““““ Net realised investment gains/losses e -659
Change in technical provisions, net ‘ ' 9995 3337
......... .C:han.éé“lhmremsurance rece:vables and funds held by cedmg companles -589
""""" E
Changemlncometaxes payab\e/recoverable ‘ 386
Income from equity-accounted investees net of dividends received 83 55
” Change in financial services assets and liabilities -285
Net cash provided/used by operating activities 3713
Cash flows prowded/used by investing actlvmes __________________________________
___________ 35807 16877

2629 -3803
B 137 -854
Other mvestments, net 1076 168
Net cash provided/used by investing activities -1521 -3588
Cash flows provided/used by financing activities e
|ssuance/repaymen‘t“avf‘éhor‘t‘nté.r”rﬁ“deb.t .......... -681 -341
Baoryrepurchssed A
Seleof teasuryshares . 27
D|v|dends e 5o Cam
Net cash provided/used by financing activities -1139 -655
Totalnetcashprovided/used 383 -530
Effect of foreign currency translauon ‘ . 50 18
Change in cash and cash equivalents 403 ~512
Cash and cash equivalents as of 1 January vvvvv 3773 5429
Cash and cash equivalents as of 30 June 4176 4917

The accompanying notes are an integral part of the Group financial statements.
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Notes to the Group financial statements (unaudited)

MNature of operations

Basis of presentation

Use of estimates in the preparation
of financial statements

Foreign currency

Derivative financial instruments

18

1. Organisation and summary of significant accounting policies

The Swiss Re Group, which is headquartered in Zurich, Switzerland, comprises Swiss
Reinsurance Company (the parent company, referred to as “Swiss Re Zurich”) and its
subsidiaries (collectively, the "Swiss Re Group” or the “Group”). The Group provides
reinsurance, alternative risk transfer products and services to insurance companies, cli-
ents and others worldwide. Reinsurance and other related products and services are
delivered to clients through a network of mare than 70 offices in over 30 countries as
well as through reinsurance brokers.

The interim Group financial statements have been prepared in accordance with Swiss
GAAP FER. These interim financial statements should be read in conjunction with the
Swiss Re Group financial statements for the year ended 31 December 2003.

The preparation of financial statements requires management to make significant esti-
mates and assumptions that affect the reported amounts of assets, liabilities, revenues
and expenses as well as the related disclosure including contingent assets and liabilities.
The Swiss Re Group's liabilities for unpaid claims and claim adjustment expenses and
policy benefits for life and health include estimates for premium, claim and benefit data
not received from ceding companies at the date of the financial statements. In addition,
the Group uses certain financial instruments and invests in securities of certain entities
for which exchange trading does not exist. The Group determines these estimates on the
basis of historical information, actuarial analyses, financial modelling and other analytical
techniques. Actual results could differ significantly from the estimates described above.

Currency exchange rates in CHF per 100 units of foreign currency are as foflows:

31 December First half 30 June First half
2003 2003 2004 2004
Closing rate Average rate Closing rate Average rate
Australendollar  AUD 9318 8273
British pound GBP ... 22140 21723
Canadian dollar CAD 9871 9248
Buo EUR 155.98 14869
4593,”95‘3 Ve”“ LA - 115 s
South Africanrand  ZAR 1853 1682
usdollar USD 12368 135.32

Recent accounting guidance

The Group implemented recent international guidance on accounting for derivatives ef-
fective from 1 January 2004. The guidance clarifies the scope of embedded deriva-
tives in certain reinsurance agreements including modified coinsurance arrangements.
The cumulative effect of complying with the guidance as of the effective date is re-
flected in a separate line in retained earnings.
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Variable interest entities

Treasury shares {formerly own shares)

Separate account and non-traditional
long-duration life contracts

Notes to the Group financial statements (unaudited)

In January 2003, new international guidance was issued on the consolidation of vari-
able interest entities ("VIEs”). This guidance was subsequently revised and replaced in
December 2003. The guidance requires a company to consolidate a VIE if the com-
pany is defined as the primary beneficiary. The primary beneficiary absorbs a majority
of the VIE's expected losses, receives a majority of its expected residual returns, or
both.

The Group applied the revised guidance to all VIEs created after 31 January 2003 in
the 2003 annual financial statements. The revised guidance has now also been applied
in the current year to all VIEs created before 31 January 2003, The application of the
revised guidance to VIEs created before 31 January 2003 has resulted in the initial rec-
ognition of the assets and liabilities of some entities which were not consolidated under
previous guidance, and in the derecognition of the assets and liabilities of certain other
entities which were consolidated under previous guidance (see notes 6 and 11). The
application has not impacted shareholders’ equity.

New guidance was issued under Swiss GAAP FER for the recognition and measure-
ment of treasury shares effective from 1 January 2004. Treasury shares are reclassified
from equity securities available-for-sale to a deduction from shareholders’ equity and
reported at cost. Standalone derivative instruments indexed to treasury shares are re-
classified to shareholders’ equity and are reported at cost. As a result of this change,
the reserve for own shares has been reclassified to retained earnings.

The Group has reflected the balance sheet impacts of recent international guidance on
accounting for separate accounts and has implemented guidance on non-traditional
long-duration life contracts effective from 1 January 2004,

The separate account guidance changes the conditions which must be met to classify
business as separate account. The Group has certain business where policyholder
funds are invested in defined assets, and policyholders bear the investment risk on the
assets. A part of the business no longer meets the conditions for separate account
classification, due principally to the legal structure of the asset funds involved.

The Group has reclassified CHF 2 290 million from separate account assets mainly to
equity securities trading and separate account liabilities of CHF 2 290 million to liabili-
ties for life and health policy benefits. The change in the policyholder liability is debited
or credited against the investment return on the assets. The assets generated net real-
ised losses of CHF 107 million and net investment income of CHF 50 million for the first
half 2004. The change does not impact net income or shareholders’ equity.

The non-traditional long-duration contract guidance clarifies the liability calculation for
certain types of life business, which impacts the pattern of earnings recognition. The
clarification affects the acquired present value of future profits, liabilities for life and
health policy benefits and deferred taxes. The cumulative effect of initially complying
with the guidance as of the effective date is reflected in a separate line in retained
earnings.



Notes to the Group financial statements (unaudited)

Investment income

Realised gains and losses

Trading revenues

2. Investments

Net investment income by source for the half years ended 30 June was as follows:

CHF mitlions 2003 2004
. Fixed income scourities . 1806 1698
Equity securities - 192 o 1‘11‘
Cwengssseonerons " aeg g
vesmons e esete. | s
Shorttermimvestments 40 34
Otre curent msimens R T
. Eouity nearmings of equity-accounted investees 9. ..
Cash an‘d cash equiva‘ems . | e . 33 ............... 22
v Depoélfswith cedﬂin‘g companies 413 361
Gross investment income 2558 2568
Less investment expenses -1186 -132
Net investment income 2442 2436

Dividends received from investees accounted for using the equity method were
CHF 50 million and CHF 41 million in the half years ended 30 June 2003 and 2004,
respectively.

Realised gains and losses for fixed incorne, equity securities and other investments for
the half years ended 30 June were as follows:

CHF millions 2003 2004
PXed INCOMe SECUMtES: e e
Gross realised gains . S - L

| ‘G‘rgss re“a\ised“\?ssé‘g ;;;;;;;;;;;; | o o ;;;;;;;;;; “ e _194

Equity securities:

Gross realised gains o 807 543
érqss rea‘li‘sedvlosses ‘ v v _ ‘ -468 =57
Net realised gains/losses on other investments o732 133
V?!Ué (e?djds‘mems... v . e TS 7
Value adjustments -8565 -38
Net realised investment gains/losses : -26 659

Realised gains and losses include the change in market value of trading fixed income
securities and of derivative financial instruments except for those classified as
cash flow hedges.

Trading revenues generated by the trading activities of the Financial Services Business
Group for the half years ended 30 June were as follows:

CHF millions 2003 2004
Gross trading revenues e 302 478
Interest expenses -81 -201

Trading revenues 221 277




Investments by original currency

Mortgages, loans, real estate and
separate account business

Notes 1o the Group financial statements {(unaudited)

The Group's investment portfolio at carrying value is comprised of concentrations in the
following major currencies:

As of 31 December 2003

CHF millions usD EUR GBP CAD CHF Qther Total
Fixed income securities 33162 16654 7108 4223 274 2841 64262
Equitysecuries 1691 1584 1072 55 1082 1267 6751
M‘o}rtgages/‘_other loans ‘4588 ___1 134 o 7 ” 13 ..... ‘3‘75 B ) ¥6 6133
Other 7434 1292 643 487 1128 75 11059
Total 46875 20664 8824 4784 2859 4199 88205

As of 30 June 2004

CHF miltions ust EUR GBP CAD CHF Other Total
Fixed income securities 44210 17023 7550 4333 291 3281 76688
Equity securities | 1474 1487 3143 40 1069 1878 909
Vortesecterons 5204 111 a0 1o oes
Other 5310 1220 650 316 1098 38 8632
Total 56278 20871 11344 4707 2834 5223 101257

As of 31 December 2003 and 30 June 2004, investments in mortgages and other
loans, real estate and investment for separate account business comprised the
following:

31 December 30 June

2003 2004

CHF millions Carrying value Fairvalue Cartrying value Fairvalue
Mortgages and other loans . ..B183 . 6le3 6836 6836
Investment realestate 1646 ..2586 1663 2537
Investment for separate account business 2448 2448 .78 137

As of 31 December 2003 and 30 June 2004, the Group's investment in mortgages

and other loans included CHF 185 million and CHF 191 million, respectively, of loans
due from employees and CHF 409 million and CHF 415 million, respectively, of loans
due from officers. These loans generally consist of mortgages offered at variable and

fixed interest rates.

The Group's investment in mortgages and other loans included CHF 1 064 million and
CHF 1 072 million of mortgage participations associated with linked investment
contracts as of 31 December 2003 and 30 June 2004, respectively. Contract-holders
bear all investment risk related to mortgage participations. The fair value for other
loans is considered 1o be equal to carrying value.

Depreciation expense related to income-producing properties was CHF 17 million and
CHF 18 million for the half years ended 30 June 2003 and 2004, respectively. Accu-
mulated depreciation on investment real estate totalled CHF 593 million and CHF 609
million as of 31 December 2003 and 30 June 2004, respectively.

Substantially all mortgages and other loans receivable are secured by buildings, land
or the underlying policies. The ultimate collectibility of the receivables is evaluated
regularly and an appropriate allowance for uncollectible amounts is established.

The Group has reclassified certain amounts from separate account business (other
assets) to equity securities trading as described in note 1. The policyholders continue
10 bear all investment risk related to the assets.



Notes to the Group financial statements (unaudited)

Development of real estate and
investments in affiliated companies

Cash and cash equivalents

First half

2003 2004

Investment Affiliated Investment Affiliated

CHF millions real estate companies real estate companies

Balanceasof 1 January . 1B37 /60 1646 618

Effect of foreign currency translation 18 .10 SO .

Depreciation I v I, 18 ‘

Additions/sales/interest inequity 88 .. LS . SO .-

Unrealised gains/losses U I e
Realised gains/losses 27 . 12 32 o

Transfers 6 13 -8

Balance as of period end 1646 618 1663 5563

Cash and cash equivalents include short-term deposits with a carrying value of
CHF 2 404 million and CHF 2 474 million as of 31 December 2003 and 30 June
2004, respectively.

3. Derivative financial instruments

The Group uses a variety of derivative financial instruments including swaps, options,
forwards and exchange-traded financial futures in its trading and hedging strategies, in
line with the Group's overall risk management strategy. The objectives include manag-
ing exposure to price, foreign currency and/or interest rate risk on planned or antici-
pated investment purchases, existing assets or liabilities, as well as locking in attractive
investment conditions for future available funds.

The fair values represent the gross carrying value amounts at the reporting date for
each class of derivative contract held or issued by the Group. The fair values below are
not an indication of credit risk, as many over-the-counter transactions are contracted
and documented under ISDA master agreements or their equivalent. Management be-
lieves that such agreements provide for legally enforceable set-off in the event of de-
fault, which substantially reduces credit exposure.

The maximum potential loss assuming non-performance by all counterparties, and
based on the market replacement cost at 31 December 2003 and 30 June 2004
approximated CHF 1 933 million and CHF 2 571 million, respectively. These values are
net of amounts offset pursuant to rights of set-off and qualifying master netting ar-
rangements with various counterparties.
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The fair value of derivatives outstanding at 31 December 2003 and 30 June 2004 are as follows:

, Asof 31 December 2003 As of 30 June 2004

[ Positive Negative Carrying value Positive Negative Carrying value
CHF millions fair value fair value assets/liabilities fair value fair value assets/liabilities
Interest rate contracts e
For"\,.\;é'fas andfuwres ................... . 3 . .v-_ﬁ ..... . —8 e 30 - » —6“ 54
Swaps ...... . e N RS 1”833 ...... —1818 [ e 1922. vvvvv S ‘—““|”é73 . 2.49
Total 1836 -1829 7 1952 -1679 273
Equityand index contracts e
Forwards and futures 67 -5 62 1, -9 142
th‘ons e OO S —623 ........ . 14é” g"(-;vo ...... ;;| 519 o ,,_57
Total 938 -628 310 111 -1026 85
Foreign currency S . ‘ ‘ e S e
Fowerdsandfutes T2 -3 -3
Options | e 1B L T e
Swaps B - 2886 -2524 362 10996 -10364 632
Total 2886 -28b62 334 10996 -10367 629

e e -182
....... B0 TR TR
69 -260 -191
298 -624 -326
Total derivative financial instruments 59568 -5633 3256 14531 -13715 816

The notional or contractual amounts of derivatives represent a standard of measurement of the level of involvement in these types of
transactions and are not a quantification of market risk or credit risk. Notional amounts represent those amounts used to calculate
contractual cash flows to be exchanged and are not paid or received, except for certain contracts such as currency swaps. These
amounts are the sum of all outstanding positions, therefore inflating the notional values of all hedged positions. A considerable pro-
portion of the credit default swaps in the trading book is hedged with offsetting positions. However, the Capital Management and
Advisory business sector does maintain open fong and short positions in credit default swaps and related instruments as part of its
trading function. The notional and contractual amounts of derivatives at 31 December 2003 and 30 June 2004 were CHF 438033
million and CHF 562 338 million, respectively. Of these amounts, CHF 328 087 million and CHF 395 198 million are interest instru-
ments, CHF 28 412 million and CHF 74 159 miillion are currency instruments and the remaining CHF 81 534 million and CHF 92 981
million are other derivatives.

The contractual or notional amounts for credit derivatives (CHF 36 850 million and CHF 47 026 million, respectively) include port-
folio credit default swap structures and corresponding credit default swaps transacted to hedge certain credit exposure within these
structures (31 December 2003; CHF 14 915 million, 30 June 2004: CHF 9212 million}. The swaps were underwritten by the
Credit Solutions business sector of the Financial Services Business Group. Within these structures, the Group continues to maintain
over 85% of the notional exposure assigned to the "Super-Senior” category.
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4. Acquisitions and dispositions

On 30 April 2004, the Group completed its Admin ReSM acquisition of CNA Financial
Corporation’s individual life insurance business for approximately USD 700 million.

On 24 August 2004, the Group closed the acquisition of the shares of Life Assurance
Holding Corporation (LAHC), including its life insurance subsidiary Windsor Life Assur-
ance Company Limited, for GBP 333 million. LAHC is a specialist acquirer and consoli-
dator of life assurance companies.

Admin ReSM is the purchase of closed blocks of in-force business and can be achieved
through either a stock purchase or reinsurance.

Goodwill During the half years ended 30 June 2003 and 2004, goodwill of CHF 157 million and
CHF 140 million, respectively, was amortised.

As of 31 December 2003 and 30 June 2004, the balances of accumulated goodwill
amortisation were CHF 1 378 million and CHF 1 531 million, respectively.

The Group systematically amortises goodwill over periods up to 20 years depending on
specific factors. The amount charged in any one year can vary due to foreign exchange
and other factors. Despite this, goodwill is amortised within the originally determined
periods.

5. Deferred acguisition costs (DAC) and
acquired present value of future profits (PVFP)

First half
2003 2004
CHF millions DAC PVFP DAC PVFP
Balance as of 1 January o 414__2 6668 4754 5952
Deferred 5395 2746
Reclassificétion - a7 o
Efféct of acquisitions and d_{é.posais 383 o » 308
Effe“ct of forefép currency franslation -149 —617 38 ) 69
Chénge in accounting policy (note 1) v 227

Balance as of period end 4754 5952 5302 6374




6. Debt

Notes to the Group financial statements (unaudited)

The Group enters into long- and short-term debt arrangements to obtain funds for general corporate use and specific transaction
financing. The Group defines long-term debt as debt having a maturity at the balance sheet date of greater than one year. The

Group's fong-term debt as of 30 June 2004 was as follows:

Long-term debt

Senior debt
Book
Interest  valuein
Maturity  Instrument Issuedin Currency Nominal inm rate CHFEm
2005 EMTN (Floating Rate Bond) 2008 oy ...10000 .SMtibort5bp 115
2005  EMTN (Straight Bond) 2001 GBP 150 5 625% 340
2005 insurancedlinked Placement 2003 UsD 5. 3MLibor+5000% 6
2006 EMIN(FloatingRate Bond) 2008 ... CHF 50 . 3V Libor +20p 60
2006  Bank Loan ‘ 2003 Usb 100 BM Libor +3bp 125
2006 PrivatePlacement 2001 CHF 000 . 3250% 100
ool Seﬁv\'br Notes B i508 leb 200 7e75% 250
2006 EMTN(SwaigntBond) 2004 LUSD 50 1.990% 83
2006 Fixed Term Preferred Shares 2002 GBP 100 ‘ 4.840% 227
2007 Tiustpreferred Stock (Trups)? 1997 UsD A2 BT20% 63
2007 Insurance Jllr_xbl_gg_d Placement 2003 vso 1 3M L|bor +4750% 13
2007 Insurance-linked Placement 2003 Usb 13 7 270% 16
2007  SwaightBond 1997 CHF 500 3750% 500
2008 Private Placement (stepup) 2001 COHE 000 .3800% 100
2009 EMTN (Iﬁdex linked Notes) 2002 EUR 10 » Index 15
2009 WEMTN (Step-up fixed rate) 2004 ‘J‘PY__ 2000 S;ep-q_p fixed rate 23
2009 BEMIN(zeocouponNotes) 2004 UsD 86 .. Zerocoupon 67
2010 EMTN (Amortising Bond) 2003 GBP 7O 4.375% 138
2013 Private Placement 2003 NZD a0 7838% 318
2013 EMTN (Index-linked Notes) 2001 usD w ndex 13
2015 EMTN(SraightBond) 2001 CHE 150 . 4.000% 150
2017 CreditfinkedNote 2000 UsD, Y Various 18
Varlodé" ...... Péymen.f Undertakmg Agreementé ZOOO UsD 133 _Various 194
Var\ous Payment Ungertaking Agreements R 2001 ........... USD g \/ar|ous133
Various _Payment Undertaking Agreements 2002 usb L= S Various 647
Various Payment Undertaking Agreements 2003 USD 189 Various 211
Various Payment Undertaking Agreements 2004 usD 43 Various 49
Total senior debt as of 30 June 2004 3932
Total senior debt as of 31 December 2003 4695

' Assumed
2 Assumed

in the acquisition of Underwriters Re Group
in the acquisition of Life Re Corporation

Senior debt as reported above is comprised of the following components:

CHF millions

31 December 2003

30 June 2004

Senior ﬂnancwai debt

Senior operational debt

1454
2478

Total

3932
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Subordinated debt

Book value
Maturity  Instrument Issued in Currency  Nominal inm Interestrate... ..tafirstresetin inCHF m
2021 ConvertbleBond 2001 USD 1180 3250% 2011 1416
— Sibodnaearepenallon 98 Dw a4 eMUboredowe 2008 265
- ... SubordnatedPerpetualloan 1998 DEM 400 5710% 2008 312
- Subordinated Perpetual Loan 1998 QHF‘ 300 BMlLibor+3756bp 2008 300
= ... Subordineted Perpetualloan 1998 DEM 110  6MLbor+45bp 2010 86
- .. Subodinated Perpetusl Loan (PARCS) 1999 EUR 260 GMEurbor+55bp - 2006 381
-~ Subordinated Perpstual Bond (SUPERBS) 1999 CHF 600 3.750% 2011 600
Total subordinated financial debt as of 30 June 2004 3360
Total subordinated financial debt as of 31 December 2003 3366

Total financial debt reported in the financial statements as long-term debt is comprised
of the following components:

CHF millions 31 December 2003 30June 2004
Senior financial debt N A 1454
Su‘bvérd.ihéted fmanc|a|debt OO PSP 3366 I 3350
Total 4807 4814

Swiss Re uses long-term debt to finance general corporate purposes but also to fund
“Financial services assets and liabilities” (funded business). “Financial services assets
and liabilities” are structured with the intention of creating assets and liabilities that
generate offsetting foreign exchange and interest rate risks. Long-term debt that is
strictly used for funded business is classified as operational debt and is included in
financial services liabilities. Operational debt is generally excluded from financial lever-
age calculations.

Interest expenses on long-term debt Interest expenses on long-term debt for the half years ended 30 June 2003 and 2004,
respectively, were as follows:

CHF millions 2003 2004
Senior financialdebt A9 32
Senioroperationatdedt - 24 .58
Subordinated financial debt 70 55
Total 143 145

In January 2004, the Group issued under the European Medium Term Note (EMTN})
programme a two-year senior note totalling USD 50 million with an interest rate of
1.99%.

In February 2004, the Group entered into two Payment Undertaking Agreements

(PUAS) for a total amount of USD 42.8 milliocn with interest rates of 5.231% and

5.241%. Both have maturities of 20 years. All interest rate risk is hedged to a one or

three month Libor benchmark. .

In the first half of 2004, the Group issued under the EMTN programme three zero
coupon notes totalling USD 56 million with a five year maturity.

In June 2004, the Group issued under the EMTN programme a senior step-up fixed
rate callable note totalling JPY 2 hillion due in 2009.

The Group derecognised two insurance-linked securities totalling USD 350 million be-

cause the Group was not the primary beneficiary as of 1 January 2004. The Group rec-
ognised insurance-linked and credit-linked securities totalling USD 32 million because

the Group was the primary beneficiary as of 1 January 2004 (see notes 1 and 11).
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7. Shareholders’ equity

All of the Group's reinsurance companies prepare statutory financial statements based
on local laws and regulations. Most jurisdictions require reinsurers to maintain a mini-
mum amount of capital in excess of a statutory definition of net assets or maintain cer-
tain minimum capital and surplus levels. In addition, some jurisdictions place certain
restrictions on amounts that may be loaned or transferred to the parent company. The
Group's ability to pay dividends may be restricted by these requirements.

First half First half
CHF millions {except share data) 2003 2004
Basicearningspershare
Income avalleble to commonshares - L b4
Weighted average comman shares“‘qigtstar\‘q‘l‘rj_g - 310373068 309 454“373
Netincomepershere nCHE 223 . 466
Effect of dilutive securities
Change in income avallable to common shares due to
convertiblebond 16 i 18
Change in average number of shares due to
convertrble bond and emp!oyee options 9266996 9868771

income avallable 10 common shares assummg

debt conversion and exercise of optons g0, 1 456
Welghtgd average common sharegggtstand_z_r]g 319 323 144
Net income per share in CHF 4 56

8. Stock compensation plans

The Group does not recognise compensation expense for stock-based compensation
plans. If compensation expense for the options had been recognised, the Group's
netincome and earnings per share for the half years ending 30 June 2003 and 2004
would approximate the pro-forma amounts in the following table:

First half First half
CHF millions 2003 2004
NetiNCOme, 88 1OPOed e 691841
Less: total stock-based employee cornpensanon expense
determined underthefarrvalue method net of related tax effects o -9 -13
‘P”ro forma__rwetlncér:r_r_.ém 672 ” 1‘423
Ea”l‘”gs per share r . . e
""" Basic - a5 otd e 228 4.66
Diluted — as reported ' ' ' 221 456
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11 September 2001

9. Commitments and contingent liabilities

As of 31 December 2003 and 30 June 2004, the Group had outstanding guarantees
of CHF 11 696 million and CHF 14 388 million, respectively.

As of 30 June 2004, CHF 11 051 million (31 December 2003: CHF 9173 million)
were guarantees on all present and future obligations in respect of Sale & Repurchase
Agreements or Global Master Securities Lending Agreements with varying expiry
dates. CHF 3337 million {31 December 2003: CHF 2 5623 million) were guarantees
issued to third parties in respect of obligations of a number of subsidiaries of the Group
with varying expiry dates.

The Group enters into a number of guarantees, limited by the underlying business, with
purchasers of former Group entities, regulators and others, with varying terms in the
ordinary course of business.

The Group directly underwrote approximately 25% of the excess coverage for the
USD 3.5 billion in first party insurance obtained by the lessees of the World Trade
Center complex.

Following the 11 September terrorist attack, the Group initiated litigation against the
lessees, its lenders and the Port Authority of New York and New Jersey in the United
States District Court for the Southern District of New York to obtain a judicial declara-
tion of its rights and obligations with respect to all parties in interest. That action is
captioned SR International Business Insurance Ltd. v. World Trade Center Properties,
LLC, Case No. 01 CV 9291 (JSM). The defendants filed counterclaims and joined
other insurers to the lawsuit.

The fessees contended that the destruction of the World Trade Center constitutes more
than one occurrence under the coverage that the Group agreed to provide. On 3 May
2004, a federal jury found that the Group bound coverage on a policy form known as
the WilProp form, under which, according to a previous court decision, the insureds

are entitled to recover from Swiss Re up to a maximum of Swiss Re’s 25% share of the
USD 3.5 billion policy limit. As a result, the Group's exposure for claims related to the
attack on the World Trade Center complex has remained consistent with the Group's
loss estimates. The defendants have filed a notice of appeal against the verdict. This
notice of appeal will, however, only become effective pending the disposition of various
post-verdict motions previously filed by the defendants.
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10. Information on business segments

The Group provides reinsurance and financial services throughout the world through
three business groups, which are determined by the organisational structure. These
are the Property & Casualty Business Group; the Life & Health Business Group; and the
Financial Services Business Group, which includes the Risk Solutions, Credit Solutions,
Capital Management and Advisory and Asset Management business sectors. The
Corporate Centre provides direction and Group-wide support to the business groups.

The main expenses excluded from the measurement of segments are goodwill amorti-
sation, interest expenses on financial debt, indirect taxes and income taxes.

Net investment income and realised investment gains are allocated to the business
groups based on the net investment income and realised investment gains of the legal
entities that are operated by these business groups. Where one entity is utilised by

two or more business groups, the net investment income and realised investment gains
are allocated to these business groups using technical reserves and other information
as a key for the allocation. The Financial Services Business Group provides investment
management services to the other business groups, and includes the fees charged in
net investment income. These fees are based on service contracts.

The Financial Services Business Group provides structuring support for certain trans-
actions, for example insurance-linked securities, issued on behalf of the business
groups. The Financial Services Business Group includes the fees charged in net invest-
ment income. The business groups provide origination services for certain transactions
underwritten and accounted for within another business group. The commissions are
included in acquisition costs.

The Financial Services Business Group presents certain income statement items in a
different format to the Group. These items are reclassified to the Group income state-
ment format in the reconciliation column. The main reclassifications are to allocate cer-
tain fee income from fees and commissions to net investment income, and certain in-
vestment expenses from other operating costs and expenses 1o net investment income.
The reclassifications do not affect operating income.
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a) Business group results

Firsthalf 2003 Property & tife & Financial Corporate

CHF millions Casualty Health Services Centre Other  Reconciliation Total
Revenues ........ e . o - R

Pemumseamed 7864 4963 1555

\ ' 672 1582 187 3

Net realised mvestmgrjt gg@gs,/lps_ggs 133 _ }60 -4 —59

Tadngrevenues | 221 .

Fees, commissions and other revenues 202 5

Total revenues 8669 6485 2124 -5l

Expenses ......................... RSP PSPPSR OO PR OT OO OO O OO P O USSP OO OO OT T DT P PP YPOT PSRRI

Claims and claim adjustment @xpenses

eandhealthbenefits 5837 -4B40 <1110 ~11487
Acuistioncosts 1635 1187 =267 4. 73085
prorcsaton ofgoadml S 157
Other operating cos”t;and expenses -375 -286 -474 -185 -215 88 -1447
Total expenses -7847 ~-6013 -1851 -1856 -372 g2 -16176
Operating income/loss 822 472 273 -1856 ~423 0 959
First half 2004 Property & Life & Financial Corporate

CHF millions Casualty Health Services Centre Other  Reconciliation Total
Revenues . . e . B
Premiums eamed 7527 5022 1593 o o 14742
Ne_}_mvestment income 691 156569 178 5 3 2436
N‘ét reahsed investment ga;‘r‘{é/losses 493 66 82 18 ” v B 659
Tradmg wenwes B A ‘ 277 ........... . e 277
Fees, commlssuons and other eré“n‘Q‘es ............ 193 20 =73 140
Total revenues 8711 6647 2323 43 -70 17 654
e

Claims a'h'd cla|m adjustment expeﬁées vvvvv

life and health benefits -511 -4632 -1174 -10997
Acguisiton costs Sieee “iosa  —3os e 3086
Amortisation of goodwil - - | T ,.
dfher dﬁératmgmc‘osts and expenses IIIIIIIII —"350 -328 —484." -165 -218 70 475
Total expenses -7237 -6014 -1964 -165 -358 70 -15668
Operating income/loss 1474 633 359 -165 -315 0 1986
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b) Suppiementary income statement information

Premiums, claims and claim adjustment expenses and acquisition costs are reported
net of retrocession in the Group's income statement. Gross, retroceded and net
amounts for these items were as follows:

First half 2003 Property & Life & Financial
CHF millions Casualty Health Services Total
Premlums . . PP PP PR
... Premiums written, gross 10307
Premiums written, retro ' —523
Pre}ﬁlums written, net 9784
‘éhapge x‘r_w__unearned‘premlums gross —2050
Chaniéé‘mvune_amed ‘;;femlums retro 130
Change in uneamedprem;ums net -1920
Premiums earned 7864
Clalms S O PP PPN
 Claims paid, gross -5428  ~3858 -998  -10284
Climspaidretro 491 . 361 94 . 946
Chimspad.net -4937 | -3497  -904  -9338
Clalrﬁs and”i':‘lalm ad;ﬁé'tmem eﬁébenses; vvvvvv
_life and health benefits, gross _ -880 —-1090 -161 —2131
Claims and clalm adjustment expenées;
Ife and healtn benefits, retro 20 a7 T -18
C\a\ms and claim adjustment expenses o
ite and health benefits, net -900 1043 208 -2149
Ch‘én‘ge.in equalisation reser\./vé‘s 0
Claims and claim adjustment expenses;
life and health benefits -5837 -4540 -1 10 -11487
Acquisition costs B . | . -
Acquistioncosts.gross . -1885  -1231  -267  -3183
Acquisition costs, retro - ' 50 ' ' 44 4 98
Acquisition costs, net -1635 -1187 -263 -3085
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First half 2004 Property & Life & Financial
CHF millions Casualty Health Services Total
Premiums . IR )
” ) Premiums writlen, gross 1_0036 5582 1721 17339
Premiums written, retro 531 -567  -119  =1217
Premiums written, net 9508  BO15 1802 16122
. Chenge inuneamed premiums. gross  ~2094 7o 32 -2055
Change in unearned premiums, retro 116 —41 ________ 75
Chahge invunearvhed prémiums, nét ‘ -1 978 7 -9 -1980
Premiums earned 7527 5022 1593 14142
Clalms . . . . . e PERT .
Claims paid, retro 807 441 87 ...1338
Camsgacom  aw ae0 6o g5
vCIaimvs and claim adjustment expenses;
life and health benefits, gross o -478 ~1048 -387 ~1913
B Ciéims andvﬁ:laim adjustment expenses;
lfe and healtn bensfits, retro ~556 86 -88 558
Ciaims and claim adjustment expenses;
life and health benefits, net -1034 -962 N j475 ______ -2471
Changé in equalisat\oh resefve ..... “ 0
Claims and claim adjustment expenses;
life and health benefits -5191 -4632 -1174 -10997
Acquisition costs . JRR . . JETOR
Acquisition costs, gross -1788  -1172 =310 -3270
‘ Acquisiti‘b»n costs, retro 92 118 4 214
Acquisition costs, net ~1696 -1054 ~-306 ~3056
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¢) Supplementary balance sheet information

Unpaid claims and claim adjustment expensss, liabilities for life and health policy bene-
fits and unearned premiums are reported gross in the Group's balance sheet. Gross and
retroceded amounts for these and other items were as follows:

31 December 2003 Property & Life & Financial
CHF millions Casualty Health Services Total
Assets

Reinsurance recoverable

Reinsurance recoverable on

paidandunpaidclaims 2728 1057 .. 554 ..A4340
Reinsurance recoverable on
life and health policy benefits 2317 2317
Total 2729 3374 554 6657
Deferred acquisition costs 1032 35638 184 4754
Prepaid reinsurance premiums’ 100 191 291
Deferred expense on retroactive reinsurance’ 466 773 1239
Liabilities =~ e
Provisions for profit commissions? 707 276 694 1677

. Unpaid claims and claim adjustment sxpenses 41365 11349 9332 62046

Equalisation reserves 1428
Total 63474
Life and health policy benefits 37244 37244
Separate account liabilities? 2448 2448
Unearned premiums 4589 162 1706 6457

T These balances are included in other assets.
2 These balances are included in reinsurance balances payable.
3 These balances are included in accrued expenses and other liabilities.




Notes to the Group financial statements {unaudited)

30 June 2004 Property & Life & Financial
CHF miilions Casualty Health Services Total
Assets

Reinsurance recoverable

Reinsurance recoverable on

. paidandunpaidclaims 2184 1103 542 | 3829
Reinsurance recoverable on
life and health policy benefits 3678 3678
Total 2184 4781 542 7507
Deferred acquisition costs 1330 3723 249 5302
Prepaid reinsurance premiums’ 213 148 361
Deferred expense on retroactive reinsurance! 445 743 1188
L
Provisions for profit commissions? 669 264 667 1600

Equalisation reserves . 1403
Total 64857
Life and health policy benefits 45970 45970
Separate account liabilities? 737 737
Unearned premiums 6649 154 1667 8470

! These balances are included in other assets.
2 These balances are included in reinsurance balances payable.
3 These balances are included in accrued expenses and other liabilities,
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d) Property & Casualty Business Group — by line of business

First half 2003
CHF millions

Property Liability Motor Accident Other lines Total

Revenues

Acquisition costs

Other operating costs and expenses

2817 2108 148 854 1230 7864

Underwriting result

Claims ratio in %

Expense ratio in %

First half 2004
CHF millions

669 /68 (820 BT A A

234 290 236 24.9 267.....258

903 1058 1056 1018 1011 998

Property Liability Motor Accident Other lines Total

Revenues

Premiums earned

Expenses

Acquisition costs

Other operating costs and expenses

2543 2382 1286 344 1002 7527

71082 2222 e84 =270 -653 5191

B St A2 A 278 ...71896

-134 -99 ~47 -17 -53 ~350

Underwriting result

784 -466 -29 -16 17 290

Claims ratio in %

Expense ratio in %

Combined ratio in %

M8 933 . /83
274 0 .283 2400

692 s 1023
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e) Life & Health Business Group -

First half 2003

by line of business

CHE millions Life Health Total
Revenues . SR
Prermiums earned 4016 947 4963
Net investment income 1258 324 1582
Operating revenues o 5274 1271 6545
Net realised investment gains/loéses -10 =50 -60
Total revenues 5264 1221 6485
Expenses .

Claims énd claim adjustment expenses;

life and health benefits -3604 -936  -4540
Ac.quiéition‘ costs - ‘.“—923  —2©_‘4“__‘ v—1 187
Other operati‘hg bosts and e%pénses “—222 - -64 -286
Total expenses -4749 -1264 -6013
Operating income/loss 515 -43 472
Operating result, excluding net realised

investment gains 525 7 532
Management expense ratio in % 4.2 50 ”444
ReTum on operating revenues in %,, 10_._Q _________ 06 ‘ 8.1
First half 2004

CHF millions Life Health Total
RevenUes
Premumseaned 4092 930 5022
Net investment income 1257 308 1559
Operating revenues 5343 1238 6581
Nef feavhsed investhﬁeht gains 40 28 66
Total revenues 5383 1264 6647
Expenses

Claifhs and”claim adjusfment éxpehses; '

life and health benefits -3817 -815 —48632
sequsoncess wis a0 -10ma
Other operating costs and expenses -267 —‘61 ' —328
Total expenses -4898 -1116 -6014
Operating income 485 148 633
Operating result, excluding net realised

investment gains 445 122 567
Management expense ratio in % 5.0 49 5.0
FRgf‘urr_j orjropg:—k:raktkikng“r_evekriugs. in % v » 8.3v 99 o 86




f) Financial Services Business Group - by business sector
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Capital

First hatf 2003 Credit  Management Asset

CHF mitlions Solutions and Advisory  Management Total
.Prem!s%m.s earned .,4.20 S R i 555
Net investment income 29 5. 187
Net reallsed investment ¢ galns/losses 10 o ” —41
Tedingrevenves 3,208 221
Fees and commissions 71 126 202
Total revenues 462 281 126 2124
Expenses e .
Cla:ms_@nd cla;m ad ustment expenses —22} S ; _..1...“ 0
Ach|swt‘|“o”h costs -133 -4 —267
Operating costs -40 224 ~130 ~474
Total expenses -394 -228 -130 -1851
Operating income/loss 68 53 -4 273

Capital

First half 2004 Credit  Management Asset

CHF millions Solutions and Advisory  Management Total
Revenues PP PP PP PP ORI E [ETIPR PPN
Premums camed 488, 8. 1593
Nt '_n_veé¥men¢_,'r>come 28 L, 178
Net rgs_lqsed mves{ment gams/losses _________ 1 .6 ” ) iiiiiiiiiiii 82
Tedingrevenves 56 22 2T
Fees and é“c;rhmlssmns 84 104 193
Total revenues 565 305 104 2323
Expenses e
Claxr‘\-ﬁvs an‘a.cla“l‘fvr‘w ad ustmem expenses —2”2‘7 -1 174
AchISmon costs ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 5 5 | | “a06
Operating costs —32 -245 ~“i13 —484
Totalexpenses . 426 T2é5 L S
Operating income/loss 139 60 -9 359

The Capital Management and Advisory business sector provides marksting services to the Credit Solutions and Risk Solutions

business sectors. Capital Management and Advisory fees and commissions include the fees charged. The Asset Management busi-
ness sector provides investment management services to other business sectors. These management services fees are included

in fees and commissions.
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VIEs — primary beneticiary

VIEs - significant variable interest

11. Variable interest entities

The Group holds a variable interest in an entity due to a modified coinsurance agree-
ment, certain insurance-linked and credit-linked securitisations, private equity limited
partnerships and other entities, which meet the definition of a variable interest entity
(VIE).

The insurance-linked and credit-linked securitisations transfer pre-existing insurance or
credit risk to the capital markets through the issuance of insurance-linked or credit-
linked securities. In the insurance-linked securitisations, the securitisation vehicle ini-
tially assumes the insurance risk through insurance contracts. In the credit-linked secu-
ritisations, the securitisation vehicle initially assumes the credit risk through credit
default swaps.

The securitisation vehicle generally retains the issuance proceeds as collateral. The var-
iable interests arise through ownership of insurance-linked or credit-linked securities, or
through protection provided for the value of the collateral held. The Group’s maximum
exposure to loss equals the higher of the carrying amount of the collateral protected or
the carrying amount of the insurance-linked or credit-linked securities held. The collat-
eral held usually consists of investment grade securities.

In other securitisations, the Group provides credit enhancement which is a variable in-
terest in the securitisation vehicle.

The Group also invests in selected private equity limited partnerships to enhance the
risk-adjusted overall investment result. The maximum exposure to loss relating to
private equity limited partnerships is equal to the carrying amount of the Group's invest-
ment.

As of 30 June 2004, the total assets of VIEs where the Group is the primary beneficiary
amounted to CHF 5 739 million,

The Group recognised the impact of the revised guidance on VIEs created or acquired
before 31 January 2003 by consolidating total assets of CHF 5 563 million as of 1 Jan-
uary 2004. The total assets include assets from the modified coinsurance agreement
which the Group had recognised under the previously applicable accounting guidance.
The assets have been revalued on consolidation according to the requirements of the
new guidance. The modified coinsurance assets of CHF 4 106 million were recognised
mainly in funds held by ceding companies. The consolidated assets are recognised in
the respective asset categories, principally fixed income securities available-for-sale.

The consolidation of the VIEs results in a minority interest in the balance sheet of

CHF 593 million mainly due to the modified coinsurance agreement. The minority inter-
estisincluded in accrued expenses and other liabilities. The income statement impacts
are included in the relevant segmenits.

As of 30 June 2004, the total assets and estimated maximum exposure to loss in VIEs
in which the Group holds a significant variable interest amounted to CHF 7 130 million
and CHF 5292 million, respectively. These amounts include variable interests created
or acquired before 31 January 2003,

The assets and liabilities arising from the Group’s variable interest in these VIEs are
accounted for under applicable existing guidance. The implementation of the revised
guidance on VIEs does not impact accounting for the assets and liabilities.




Notes to the Group financial statements (unaudited)

12. Restructuring provision

The Financial Services Business Group incurred and charged against the provision
expenses of CHF 14 million for employee redundancy benefits and CHF 7 million for

lease abandonment connected with ongoing restructuring.

First half 2004 Property & Life & Financial

CHF millions Casualty Health Services Total
Balance asof 1 January . L < . A .
Costsincured - R Loa s
Effébbctmof ‘fore'\bgn curréncy translation ‘ 1 1 2
Balance as of 30 June 9 21 47 77




Cautionary note on forward-looking statements

Certain statements contained herein are
forward-looking. These statements pro-
vide current expectations of future events
based on certain assumptions and in-
clude any statement that does not directly
relate to a historical fact or current fact.
Forward-looking statements typically are
identified by words or phrases such as
“anticipate”, “assume”, “believe”, “con-
tinueg”, “estimate”, “expect”, “foresee”, “in-
tend”, “may increase” and “may fluctuate”
and similar expressions or by future or
conditional verbs such as “will”, “should”,
“would” and “could”. These forward-look-
ing statements involve known and un-
known risks, uncertainties and other fac-
tors, which may cause Swiss Re's actual
resuits, performance, achievements or
prospects to be materially different from
any future results, performance, achieve-
ments or prospects expressed or implied
by such statements. Such factors include,
among others:

o o o

o

cyclicality of the reinsurance industry;
changes in general economic condi-
tions, particularly in our core markets;
uncertainties in estimating reserves;
the performance of financial markets;
expected changes in our investment
results as a result of the changed com-
position of cur investment assets

or changes in our investment policy;
the frequency, severity and develop-
ment of insured claim events;

acts of terrorism and acts of war;
mortality and morbidity experience;
policy renewal and lapse rates;
changes in rating agency policies or
practices;

the lowering or withdrawatl of one or
more of the financial strength or credit
ratings of one or more of our subsidiar-
ies;

changes in levels of interest rates;
political risks in the countries in which
we operate or in which we insure risks;

o extraordinary events affecting our
clients, such as bankruptcies and liqui-
dations;

o risks associated with implementing our
business strategies;

o changes in currency exchange rates;

o changesin laws and regulations, in-
cluding changes in accounting stan-
dards and taxation requirements; and

o changes in competitive pressures.

These factors are not exhaustive. We
operate in a continually changing envi-
ronment and new risks emerge continu-
ally. Readers are cautioned not to place
undue reliance on our forward-looking
statements. We undertake no obligation
to publicly revise or update any forward-
looking statements, whether as a result of
new information, future events or other-
wise.
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