


Reinsurance and Swiss Re’s Value Proposition
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@ Swiss Re

Swiss Re’s VISION:
We make the world more resilient.

Swiss Re's MISSION:

Together, we apply fresh
perspectives, knowledge and
capital to anticipate and manage
risk. That's how we create smarter
solutions for our clients, helping
the world rebuild, renew, and move
forward.

We offer risk transfer solutions
-> high frequency portfolios
-> high severity losses

We offer innovation (re)insurance
solutions with the public sector to
close the PROTECTION GAP
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Di

sasters place a significant burden on the public sector

Natural catastrophe losses 1970 — 20156 (in 2015 USD billion)
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No country can fully insulate itself against extreme natural disasters, despite prevention and
mitigation efforts

Individuals, corporations and governments — both on national and sub-national level — bear the
brunt of economic losses from natural disasters
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A more balanced mix of financing is needed

Post-event financing versus pre-event financing

Post event

@ Swiss Re

Pre event

Loss
Severity

World Bank Policy Research Working
Paper 5564, "How do Governments
Respond after Catastrophes",
2/2011

"From an ex-post perspective, the
availability of insurance offers the
best mitigation approach against real
and fiscal consequences of
disasters"

 —

Loss
Frequency
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How to close the protection gap

Who carries
Which risk? the risk? Risk transfer solution

Public physical
assets Macro
Risk transfer solutions
Q. Emergency Governments for (sub)sovereigns to cover
g response costs their direct or indirect costs
c
©
% Businesses, Pooling
Dt homeowne S, Insurance schemes and pools
to increase insurance penetration
farmers
Micro
T Simplified products distributed
Individuals via aggregators such as
V MFls, NGOs, and corporates
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Overview of Indemnity vs. Parametric Protection

Trigger

Use of proceeds

Loss adjustment /
Administrative Process

Speed of payment
Basis risk

Transparency

Duration of cover

Pricing Flexibility

Changes of Exposures

@ Swiss Re

Traditional (aka Indemnity)

Loss of damage to the physical asset

Intended to cover sustained loss

Yes — buyer may need own claims
adjusters

Subject to loss adjustment (Full
settlement can be slow and lengthy)

No basis risk, actual incurred loss will
be covered up to limit purchased

Wording and structure can be
complex

Typically 1 year contracts, multiyear
no longer than 3 years

Limited modifications

Annual adjustments

Parametric

Event occurrence exceeding the pre-
defined parameter threshold

Used at buyer's discretion

(i.e. emergency relief, immediate
infrastructure repair, compensation to
people)

No — no additional administration
required

Very rapid, 2 to 6 weeks
Yes, if there is actual damage but the

trigger chosen does not react as
expected there will be no payment

Parametric triggers typically easy to
explain

Typically multi-year 2 to 5 years

Structure can be adjusted to price

No adjustment needed
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Catastrophe and Resilience Bonds
Overview

mmm Catastrophe Bonds

e Catastrophe bonds (“cat bonds”) are financial instruments designed to
help manage the financial risks associated with potentially devastating
natural disasters, and have been utilized by sponsors from both private
sectors and public sectors around the globe

sl  Resilience Bonds

* Swiss Re contributed to the RE.bound program, initiated by re:focus
partners, to support resilient infrastructure investment. Through
RE.bound, the team is taking steps to design a new catastrophe bond-
like product that can promote project-based risk reduction solutions

» Resilience bonds would realize the potential insurance benefits from
infrastructure improvements and monetize the physical and financial risk
reductions associated with investments in resilient systems (e.g. seawalls
to minimize the impact of flooding)

Source: Re:focus Partners
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Catastrophe and Resilience Bonds
Typical Cat Bond Structure

—[ Structure }

1. Thereinsured (i.e. sponsor) enters into a risk transfer contract with a Special Purpose Vehicle (SPV)

2. The SPV hedges the risk transfer contract by issuing securities to investors in the capital markets

3. Proceeds from the securities offering are invested in assets to provide a stable return on the collateral
4

If no trigger event occurs during risk period, full principal returned to investors at maturity. If a trigger event occurs during
risk period, sponsor obtains the claims payment and any remaining principal is returned to investors at maturity

@ Risk Transfer @

Contract .
< SPV ~ Securities Proceeds

«

Premium . Collateral Interest Payment Investors
(= = = = — - Trust »

Bond Payout

Return of Remaining
Principal

Investment Return @

Investments

Collateral

Source: Swiss Re Capital Markets
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Catastrophe and Resilience Bonds
Resilience Bond Model

_[ Structure ]

In principle, resilience bonds can be structured similarly to conventional cat bonds except that they explicitly anticipate the impact
that resilience projects can have on the chances of a trigger event occurring

* Resilience bonds are priced at two levels: one based on the chance of a trigger event without the resilience project; and one based
on the chance of a trigger event with the resilience project

* The difference in the coupon pricing (resilience rebate) represents the financial value that a resilience project provides by reducing
the expected loss of bonds placed in the capital markets

. I

I Resilient [

= = = = = = = = =>| |nfrastructure |
|

Rebate

based on insurance savings |

Project(s)
Reduced Premiums /Nﬁeduced Risk to Principal e e e e = = e

Risk Transfer
Contract

SPV
Premium R Collateral
I — Trust

Bond Payout

Securities Proceeds

Interest Payment

»

Return of Remaining
~ Principal
~
~
~
Investment Return ~

Investments
~

N ——_—

S~<_  1RiskModeling |
~ .l of Changein |
|

Collateral

I Expected Loss
e S —
Source: Leveraging Catastrophe Bonds, As a Mechanism for Resilient Infrastructure Project Finance,; Re:focus Partners
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ILS Market Update

Issuance Trends

Cat Bond Issuance and Outstanding ($bn)
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Source: Swiss Re Capital Markets as of August 22, 2016
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)
_[ New Issuance J

* In1TH 2016, market demand significantly
outweighed supply driving issuance
spreads to the record lows seen in 2014

* Total new issuance in TH 2016 was lighter
than those of the last few years, though
2016 started with a record 1Q with USD
2.07bn new issuance

*  Year-to-date only $3.1 billion of 144a
catastrophe bonds were issued compared
to $4.7 billion of new issuance during the
same period of 2015

e $4.8 billion of notes have matured year-to-
date
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Catastrophe and Resilience Bonds

Cat Bond Case Study: Multicat Mexico 2012-1(1/2)

Issuer
Insured
Reinsured

Counterparty
Program Arranger

Issuance Date

MultiCat Mexico Limited

The Fund for Natural Disasters (“FONDEN")
AGROASEMEX, S.A.

Swiss Reinsurance Company Ltd

International Bank for Reconstruction and
Development ("IBRD")

October 12,2012

MultiCat Mexico 2012-1 Covered Zones

Class A Notes
[JZone 1

[Jzone2

4 N [Jzone3
3 . [JZone 4

. . - [zones

Class B Notes
|:| Zone 1
:' Zone 2

Maturity December 4, 2015
Risk Period October 15, 2012 — November 30, 2015
Modelling Firm AIR Worldwide
Key Terms Class A Class B Class C i k\
Trigaer Parametric Parametric Parametric k “
99 (Binary) (Binary) (Step)
Notional USD 140 million USD 75 million USD 100 million :
. Mexico Atlantic . .
Covered Perils Earthquake Hurricane Pacific Hurricane Class C Notes
DZone1
Attachment o o o
Sl 4.40% 2.73% 5.69%
Expected Loss 4.40% 2.73% 4.36%
Coupon TMM + 8.00% TMM + 7.75% TMM + 7.50%
Source: Swiss Re Capital Markets - S B )
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Catastrophe and Resilience Bonds
Cat Bond Case Study: Multicat Mexico 2012-1(2/2)

Insurance Reinsurance
Contract Contract
Swiss
FONDEN Insurance AGROASEMEX Reinsurance Reinsurance
Premlum Premlum Company Ltd.

Premium Retrocession
Payments Agreements

Return of Outstanding
Principal Amount at

$315 Redemption
mn i Capital
§315 mn MultiCat Capita
. arkets
. MeXICO Directed Investments | t
Directed .. X nvestors
lelted Yield + Interest Spread
I i R —
nvestments Directed - T T
Investments Yield Collateral == ===
[ a——— $315 mn Series 2012-| Class B
A v Proceeds Series 2012 Class C
ccounts _

*  Hurricane Patricia
. In October 2015, Hurricane Patricia made landfall in the defined Hurricane Zone for Class C

notes

ﬁ\ * Based on National Hurricane Center (NHC)'s final report on the storm, the bond was

triggered, and 50% of the principal was paid

Source: Swiss Re Capital Markets
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Swiss Re Value Proposition
Cat Bond Issuance Paradigm
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@ Swiss Re

Sponsor
Considerations

_[ Swiss Re as your Sponsor ]7

*SRCM's market-leading position has

been fundamental to the creation of
today's cat bond market; SRCM is
constantly working with sponsors to
further improve cat bond solutions
and their relative value

*Given Swiss Re is the largest and
most regular cat bond sponsor, SRCM
is uniquely positioned to understand
the key sponsor considerations and
the importance of structuring efficient
and cost effective risk transfer
solutions

*Only SRCM has the all-inclusive
capabilities to provide sponsors with
a holistic solution

Global Partnerships | 5 September 2016, Manila
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Basic Copyright Notice & Disclaimer for Swiss Re Presentations provided to
External Parties

©2016 Swiss Re. All rights reserved. You are not permitted to create any modifications or derivatives of this presentation without the prior written
permission of Swiss Re.

Swiss Re Capital Markets Corporation is a member of the Financial Industry Regulatory Authority (“FINRA”) and the Securities Investor Protection
Corporation (“SIPC”), and is regulated by the FINRA. Swiss Re Capital Markets Corporation is also a member of the National Futures Association ("NFA")
and is registered as a Commodity Pool Operator ("CPO") with the Commodity Futures Trading Commission ("CFTC").

This document is solely for your use (“you”). The concepts and structures it contains are confidential and proprietary information, as well as business assets
of Swiss Re Capital Markets Corporation and our affiliates (“SRCM", “us” or “we"”). They are shared with you for the exclusive purpose of allowing you to
evaluate your interest in such structures. In particular, this information may not be used to discuss similar structures with any person SRCM could
reasonably consider a competitor in this field. Unless otherwise agreed in writing, SRCM and its affiliates act solely in the capacity of an arm's length
contractual counterparty and not as an adviser or fiduciary. Accordingly, you should not regard transaction proposals or other written or oral

communications from us as a recommendation or advice that a transaction is appropriate for you or meets your financial objectives.

Any financial transaction involves a variety of potentially significant risks and issues. Before entering into any financial transaction, you should ensure that
you fully understand the terms, have evaluated the risks and determined that the transaction is appropriate for you in all respects. If you believe that you
need assistance, you should consult appropriate advisers before entering into the transaction. SRCM does not provide accounting, tax or legal advice. In
addition, we agree that, subject to applicable law, you may disclose any and all aspects of any potential transaction or structure described herein that are
necessary to support any U.S. federal income tax benefits, without SRCM imposing limitation of any kind. This material does not constitute an offer to enter
into any transaction. Such material is believed by us to be reliable, but we make no representation as to its accuracy or completeness. This brief statement
does not purport to describe all of the risks associated with financial transactions and should not be construed as advice to you.

Certain aspects of this presentation may give rise to perceived or actual conflicts of interest (i) between you and us and/or (ii) among you, us and other
third parties. Such conflicts may arise from other business activities customarily conducted by other areas of our firm with you or with other clients. Such
activities may include, but are not limited to, sales and trading activities. For example, we may already have executed similar transactions or strategies for
our own account or accounts of other clients and we may have made similar presentations to others. Execution of any transaction contemplated in this
presentation may involve other affiliates of SRCM and may result in perceived or actual self-dealing intended to generate revenue for our firm.

This document is for information purposes only and does not constitute an invitation or inducement or an offer or commitment, a solicitation of an offer or
commitment, or any advice or recommendation, to conclude any transaction. While information herein has been obtained from sources believed to be
reliable, we do not represent it to be accurate or complete. The information contained herein includes illustrations, estimates and projections and involves
significant elements of subjective judgment, assumptions and analysis. Any views or opinions (including illustrations, estimates, statements or forecasts)
constitute our judgment as of the date indicated and are subject to change without notice. No representation is made as to the accuracy of such
illustrations, estimates or projections or that all assumptions relating to them have been considered or stated or that such projections or returns will be
realised. The returns or performance results may be lower than estimated herein. Note that past performance is not indicative of future results. The
information contained herein does not purport to contain all of the information that may be required to evaluate such solutions and you are encouraged to
conduct independent analysis of the data referred to herein. We do not undertake to update this document.
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