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Our ALM-focused investment strategy results 
in consistent and sustainable excess returns 
relative to liabilities 
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Investment return relative to liabilities, Q1 2003 – Q4 2014, accounting view 
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Investment Management creates significant 
value 

 Investment management is a key function 

 We aim to maximize economic value 

 Investments are managed relative to liabilities 

 Investments are managed through a disciplined process 

 Our sources of return and risks are balanced 

 A systematic approach is the basis of our success 

 We focus on the value drivers that matter most 

 Our organization is built around our clearly defined value chain 
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We are the center of competence for 
investments for the Group 

IM’s Role For Zurich 

Be Zurich’s Center of Competence  
for Investments 

 IM is responsible for managing investments only for Zurich’s 
insurance businesses 

 

 IM creates value by understanding best what investment 
competences are required for an insurance investment manager 

 

 IM creates value by understanding best how these competences are 
acquired, managed and applied 

 

 IM creates value only where it has the right competence within 
Zurich 

 

 IM measures how much value its competences create and manages 
change and innovation to continuously improve value creation for 
Zurich  
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We seek to create financial and non 
financial value through Responsible 
Investing 

Through Responsible Investing, Zurich seeks to create not only 
financial, but also non-financial, value. 

 

Non-financial value is generated through achieving a positive 
impact on the society and the environment, and the 
promotion of governance practices consistent with high 
standards of integrity. 

 

Long-term financial value is created through proactively 
integrating Environment, Social and Governance (ESG) issues 
into the investment process. 

 

Responsible Investing does not sacrifice financial return – it is 
not philanthropy. 

Create Value for 
society and… 

…without 
sacrificing return 

…address ESG 
issues…  

…in an integrated 
approach… 

Objectives Responsible Investment at Zurich 
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Investments dominate the asset side 
of our balance sheet 

Overview of Zurich’s Balance Sheets, as of December 31, 2014 

USD bn 

Source: Zurich Insurance Group -  Annual Report 2014 

Shareholders’ Equity 

Insurance Liabilities 

Unit-linked Liabilities 

Other Liabilities 

134

47

190

35

134

67

205

Liabilities 

407 

Assets 

407 

Unit-Linked Investments 

Other Assets 

Group Investments 
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Investment risk contributes 50% to our 
Risk Based Capital 

Risk Based Capital (RBC), Q4 2014 

Total RBC is USD 34.5bn 

Source: Zurich Capital Management – Q4 2014 

10% 

4% 

2% 

23% 

8% 
3% 

50% 
Natural cat risk 

Life insurance risk 

Re-ins credit risk 

P&R risk1 

Business risk 

Operational risk 

Market risk 

1Premium & reserving risk 
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Investment Management creates significant 
value 

 Investment management is a key function 

 We aim to maximize economic value 

 Investments are managed relative to liabilities 

 Investments are managed through a disciplined process 

 Our sources of return and risks are balanced 

 A systematic approach is the basis of our success 

 We focus on the value drivers that matter most 

 Our organization is built around our clearly defined value chain 

 



©
 Z

u
ri

c
h

 I
n

s
u

ra
n

c
e

 C
o
m

p
a

n
y
 L

td
 

9 

IM aims to maximize economic value for our 
policyholders and shareholders 

Investment Management - Mission and Ambition 

  
 

 

Our ambition is to be the best 
global insurance 
investment manager, as 
measured by our commitment to 
customers, shareholders, 
people and communities 
 

Mission 
 
 

As Zurich's investor, our mission is 
to achieve superior 
risk-adjusted investment returns 
relative to liabilities 
 

Mission Ambition 
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Investment Management creates significant 
value 

 Investment management is a key function 

 We aim to maximize economic value 

 Investments are managed relative to liabilities 

 Investments are managed through a disciplined process 

 Our sources of return and risks are balanced 

 A systematic approach is the basis of our success 

 We focus on the value drivers that matter most 

 Our organization is built around our clearly defined value chain 
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Why we manage investments relative to 
liabilities 

Assets Liabilities 

1 Balance sheet on an economic basis, excluding Unit-Linked business 

Shareholders’ 
Equity 

Fixed 

Income 

Insurance 

Liabilities 

Other 
Assets 

Other 
Liabilities 

Equities 

ILLUSTRATIVE 

Balance sheet1 of an insurance company 

G
ro

u
p

 I
n

v
e

st
m

e
n

ts
 

100 100 

 Asset Allocation: 20% Equities of 

Group Investments or 15% of total 

assets 

 Interest Rate Mismatch  

Modified Duration: 

-  Fixed Income: 5 years 

-  Insurance Liabilities: 7 years 

25 
20 

60 70 

15 10 
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Negative equity markets can have a 
significant impact on shareholders’ equity 

94 94 

25 
20 

60 70 

15 10 

100 

G
ro

u
p

 I
n

v
e

st
m

e
n

ts
 

Fixed 
Income 

Other 
Assets 

100 

Equities 

-40% 
equities 

25 

60 

9 

20 

70 

4 

Balance sheet1 of an insurance company 
Balance sheet1 after a  

40% decrease  in equity markets 

Assets Liabilities Assets Liabilities 

1 Balance sheet on an economic basis, excluding Unit-Linked business 
2 Interest Rate Mismatch Modified Duration: Fixed Income of 5 years; Insurance Liabilities of 7 years 

Shareholders’ 
Equity 

Insurance 

Liabilities 

Other 
Liabilities 

ILLUSTRATIVE 
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In addition falling interest rates lead to a 
further deterioration of economic capital 

100 

Assets Liabilities 

100 

G
ro

u
p

 I
n

v
e

st
m

e
n

ts
 

Assets Liabilities 

94 94 

-2% 
interest 
rates 

25 

60 

9 

20 

70 

4 

Balance sheet1 after a  
40% decrease  in equity markets 

Balance sheet1 after a  
2% interest rates fall 

Fixed 
Income 

Other 
Assets 

Equities 

1 Balance sheet on an economic basis, excluding Unit-Linked business 
2 Interest Rate Mismatch Modified Duration: Fixed Income of 5 years; Insurance Liabilities of 7 years 

25 

66 

9 

20 

80 

Shareholders’ 
Equity 

Insurance 

Liabilities 

Other 
Liabilities 

ILLUSTRATIVE 
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Investment Management creates significant 
value 

 Investment management is a key function 

 We aim to maximize economic value 

 Investments are managed relative to liabilities 

 Investments are managed through a disciplined process 

 Our sources of return and risks are balanced 

 A systematic approach is the basis of our success 

 We focus on the value drivers that matter most 

 Our organization is built around our clearly defined value chain 
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We manage investments relative to liabilities 
through a disciplined process 

Steps 

Results Portfolio of investments 
that replicates Zurich’s 
liabilities  
 

Zurich’s long-term 
investment strategy 
(Strategic Asset 
Allocation “SAA”) 

All investments are 
managed within 
clearly defined 
portfolios 

Minimum risk Beta, ß Alpha, α 

Systematic risk  
taking to enhance  
returns 

Determine minimum  
risk investment  
position 

Generate extra  
skill-based returns 

Three sources of return using our three step investment process 
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Economic balance sheet is the starting 
point for investment decisions relative to 
liabilities 

Economic balance sheet Liability representation  

Discount at minimum-
risk interest rate 

Market value 

of invested 

assets 

Other Assets 

Economic 
value of 

insurance 

liabilities 

Other 

Liabilities 
Not financial 

Market sensitive 

Minimum Risk Position - liability cash-flow representation 

Time 

C
a
sh

-f
lo

w
 

Shareholders’ 
Equity 

ILLUSTRATIVE 
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We use a risk factor approach across assets 
and liabilities 

Illustration of the risk factors approach 

Assets1 Liabilities1 

1 Darker shades indicate higher exposures 
2 Short-term: 1 to 5 years – parallel shift of the interest rate curve 
3 Long minus short: 10 to 30 years minus short-term 

Typical insurance balance sheet exposures Risk factors 

 For risk measurement 
purposes, we use a more 
detailed risk factor 
model 

 While for the SAA 
optimization model we 
use a simplified 
approach 

Equity Risk 

Interest Rate Risk2 

Term Structure Risk3 

Commodity Risk 

Credit (Spread) Risk 

ILLUSTRATIVE 
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We aim to mitigate unrewarded risks and 
take rewarded ones 

Illustration of the risk factors approach 

Equity Risk 

Interest Rate Risk2 

Term Structure Risk3 

Commodity Risk 

Credit (Spread) Risk 

Assets1 Liabilities1 

1 Darker shades indicate higher exposures 
2 Short-term: 1 to 5 years – parallel shift of the interest rate curve 
3 Long minus short: 10 to 30 years minus short-term 
4 Term structure risk is rewarded, if position is “long” on a net asset-liability basis 

 
 

Typical insurance balance sheet exposures Beta risk factors 

Rewarded 

Unrewarded 

Rewarded4 

Rewarded 

Rewarded 

ILLUSTRATIVE 
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Capital and liquidity serve as constraints to the 
investment strategy optimization 

 

 Allocated capital enters the risk-return trade-off optimization in the 

form of a risk budget, expressed as economic capital at risk 

 

 Optimal liquidity risk taking must be derived from ZIG’s liability 

profile, ensuring the availability of funding in a liquidity crisis 

 

Capital and liquidity as constraints 
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SAA optimizes the expected asset return 
relative to liabilities for a given risk budget 

Risk Factor and asset class optimization process 

Optimal beta risk factor 
allocation 

Step A: Risk factors 

Input 

Expected returns and 
covariance of 5 risk factors1) 

Liability factor description 

Beta risk budget 

1) Interest Rate (IR), Term Structure (LMS), Credit (CR), Equity (EQ), Commodity (CO) 
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Risk factors and expected alpha can be 
‘translated’ into asset classes and vice 
versa 

Equity Risk 

Interest Rate Risk 

Term Structure Risk 

Commodity Risk 

Credit (Spread) Risk 

Passive 
Equities 

Sovereign 
Bonds 

Corporate 
Bonds 

Real  
Estate 

Active 
Equities 

 
TAA2 

Skill-based return 

1 Simplified illustration, not all asset classes have been included 
2 TAA: Tactical Asset Allocation  

Risk factors Translation into selected asset classes1 

Illustration of risk factors representing asset classes  

β 

α 

ILLUSTRATIVE 
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In a second step, the information ratio of 
assets is maximized while preserving the 
optimal risk factor mix 

Risk Factor and asset class optimization process 

Step B: Asset classes 

Optimal asset allocation 

Input 

Optimal beta risk factor 

allocation 

Asset class factor description 

Tracking error and alpha of 
asset classes 

Positive net liquidity term 

structure 
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ALM focuses on mitigating unrewarded 
risks while SAA optimizes the expected 
return for a given risk budget 

ALM and SAA process 

ALM: Asset Liability Management 
SAA: Strategic Asset Allocation 

Minimum 

risk 
position 

ALM 
Mitigation of 

unrewarded risks  

Expected return 

relative to liabilities  

Risk relative 
to liabilities  

ALM RBC  

Target 

SAA 
Optimize return for 

a given risk  

ILLUSTRATIVE 
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Investment Management creates significant 
value 

 Investment management is a key function 

 We aim to maximize economic value 

 Investments are managed relative to liabilities 

 Investments are managed through a disciplined process 

 Our sources of return and risks are balanced 

 A systematic approach is the basis of our success 

 We focus on the value drivers that matter most 

 Our organization is built around our clearly defined value chain 
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ASSET ALLOCATION1 RISK DIVERSIFICATION2 RISK DRIVERS2,3 

Zurich’s investment portfolio benefits greatly  
from diversification and is balanced in terms of  
risk 

1 Economic view. 
2 Estimated. 
3 Risk drivers of Market risk (at Expected Shortfall 99% based on Monte Carlo simulation) show marginal contribution to the total Market risk. 
4 PE = Private equity, RE = Real estate. 
5 Credit risk consists of swap spread risk, credit spread risk and credit default risk. 

Total Group Investments: USD 205bn 

    

25%

40%

100%

Market risk 

relative to 

liabilities 

Market risks 

diversified 

Sum of single 

security risks 

4% 
1% 

5% 
5% 4% 

80% 

1% 
8% 

6% 

42% 13% 

30% 

Cash 

Hedge funds, PE 

Equities 

Real estate 

Mortgages 

Fixed income 

Specific risk 

FX risk 

RE risk4 

Interest rate risk 

Credit risk5 

Equity risk 
4 

As of December 31, 2014 
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Investment Management creates significant 
value 

 Investment management is a key function 

 We aim to maximize economic value 

 Investments are managed relative to liabilities 

 Investments are managed through a disciplined process 

 Our sources of return and risks are balanced 

 A systematic approach is the basis of our success 

 We focus on the value drivers that matter most 

 Our organization is built around our clearly defined value chain 
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A clear investment philosophy combined 
with a systematic and disciplined 
approach are the basis for success 

We are a Responsible Investor 

Capital markets are fairly 
efficient over time 

Clear 
investment 
philosophy 

Systematic 
and disciplined 
approach 

Maximize economic 
objectives 

Minimize unrewarded risks 
and  diversify sources of risk 
and return 

Clear governance structure 

Investment Management philosophy and approach 

Manage assets relative to 
liabilities 

Liabilities and 
capital 
management 

Capital 

Markets 

State-of-the-art investment information solutions 
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 Create long term value 

We aim to maximize economic objectives 

 Measure investment risk and returns relative to liabilities 

 Consider regulatory restrictions and accounting targets 

 Minimize short term trading 
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 We have realistic expectations of returns 

We believe that capital markets  
are fairly efficient over time 

 Have a realistic view of our skills and those of our asset managers 

 Only take risks that are expected to provide excess returns relative to liabilities 

 Strive to identify inefficiencies when they do occur and rationally act on them 

 We have the efficient markets principle as a reference point 
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IM achieves transparency of and focus on 
core capabilities through a clearly defined 
value chain 

Asset-Liability 

Management 

Strategic Asset 

Allocation 

Market Strategy and 

Tactical Asset 

Allocation 

Asset Manager 

Selection 

Portfolio  

Construction 

Security Selection  

and Trade Execution 

 Earn minimum-risk 

investment return 

by understanding 

the minimum-risk 

investment 

position.  

Define the long-

term SAA based on 

allocated risk 

capital. 

 Earn market risk 

return (Beta). 

Define 

macroeconomic 

outlook. 

Generate skill-

based returns from 

market strategies 

(Alpha). 

 Select high-

performing asset 

managers at the 

right price.  

 Systematically 

monitor and act on 

manager 

performance. 

 Ensure efficient 

implementation of 

investment 

strategies across 

global balance 

sheets, 

incorporating local 

requirements. 

Monitor Alpha 

generation by 

internal and 

external specialists. 

Asset Manager Oversight and performance reporting 

 Information solutions platform 

HR and talent management 

Value Enablers 

Planning and Reporting of results 

Governance and communication 

Value Chain and Core Competences  
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We employ state-of-the-art investment 
information solutions that are critical to IM’s 
success 

Investment Information Solutions capabilities 

 Daily information on our investment exposures globally 

 Detailed access to all individual positions for all investments 

 Ability to aggregate bottom up our investment exposure  

 Key to manage investments centrally in a global organization 

 Ensure that risk are controlled, monitored and properly understood 

 Weekly risk reporting and RBC estimation available in ALMR  

Data availability 

Analysis 
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Investment Management creates significant 
value 

 Investment management is a key function 

 We aim to maximize economic value 

 Investments are managed relative to liabilities 

 Investments are managed through a disciplined process 

 Our sources of return and risks are balanced 

 A systematic approach is the basis of our success 

 We focus on the value drivers that matter most 

 Our organization is built around our clearly defined value chain 

 



©
 Z

u
ri

c
h

 I
n

s
u

ra
n

c
e

 C
o
m

p
a

n
y
 L

td
 

33 

Total Expected 
Investment  

Return 

100% 

TAA and  
security  
selection  

(α) 

11% 

SAA  
(ß) 

58% 

Minimum  
risk return 

31% 

Investment strategy determines 90% of the 
investment return 

Sources of expected total investment return 

As of December 31, 2014 – model estimate 

Investment Strategy 

SAA: Strategic Asset Allocation  
TAA: Tactical Asset Allocation 
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Skill-based returns are important to 
enhance Zurich’s investment result 

Asset 

Manager  

Selection 

Security  

Selection 

Tactical 

Asset  

Allocation 

Trade  

Execution 

 IM only targets skill-based returns 

selectively 

 Make or buy decisions are made 

within each area 

Skill based return - four sources of skill based returns (alpha) 
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We insource asset manager selection and 
tactical asset allocation 

Asset 

Manager  

Selection 

Security  

Selection 

Tactical 

Asset  

Allocation 

Trade  

Execution 

 Develop in-house capabilities where 

for skilled-based that create a 

competitive advantage:  

 Selection and evaluation of 

our best in class external 

asset managers   

 Tactical asset allocation to 

explore and exploit 

temporary market 

opportunities  
(in-house) 

 (in-house) 

Skill based return - sources of skill based returns (alpha) 
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We mainly outsource security selection and 
trade execution 

Asset 

Manager  

Selection 

Security  

Selection 

Tactical 

Asset  

Allocation 

Trade  

Execution 

 Security selection requires 

significant research, it is costly, 

and largely impacted by 

untransparent transaction costs  

 

 IM carefully analyzes manager and 

security selection skills likely to 

contribute to extra returns 

(in-house) 

 (in-house) 

Skill based return - sources of skill based returns (alpha) 

(in-house) / 
Outsourced 

(in-house) / 
Outsourced 
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IM achieves focus, flexibility and speed through 
a clearly defined ‘make or buy’ strategy 

Make or Buy Strategy 

 Outsource the majority of our 
mandates  

 Either to large scale or to very 
specialized asset managers 

 Only in some cases we retain 
in-house management: 

- Investment units that have 
shown an excellent track-
record both in terms of 
performance and cost 
efficiency 

- Markets where 
independent large scale 
asset managers do not 
operate 

  

Fixed Income  28% 72% 

(excluding Mortgages)  

 

Mortgage Loans 97% 3% 

 

Cash & short term  89% 11% 

investments  

 

Equities 17% 83% 

 

Real Estate 99% 1% 

 

Hedge Funds  100% 0% 

 

Private Equity 100% 0% 

 

 
 

Overall 37% 63% 

As of Dec 31, 2014 Insourced Outsourced 
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Investment Management creates significant 
value 

 Investment management is a key function 

 We aim to maximize economic value 

 Investments are managed relative to liabilities 

 Investments are managed through a disciplined process 

 Our sources of return and risks are balanced 

 A systematic approach is the basis of our success 

 We focus on the value drivers that matter most 

 Our organization is built around our clearly defined value chain 
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Our structure is aligned to our strategy 

Global Organization 

Central Organization 

Alternative Asset 
Management 

(ZAAM) 
 

Global Real Estate 

 

Urban Angehrn 
Group Chief Investment Officer 

Hansjörg 

Germann 

Head of Strategy 
Development 

Guy Miller 

Chief Market 

Strategist / Head 

Macroeconomics 

Peter Teuscher 

Head of Alternative 

Investments 

Heads of  

Real Estate 

 Finance 
(Performance 

Analysis; Reporting 
and Accounting) 

Business Strategy 
and Development 

Audit, Compliance, 
Governance and 

Operational Risk 

Management 

HR and Talent 
Management 

Michael Kopf 

Chief Operating 

Officer 

Strategic Asset 
Allocation 

Asset-Liability 

Management 

Market Risk 

Analytics 

 Investment 

Information 

Solutions 

 

 

Macroeconomic 
Analysis  

Market Strategy and 

Tactical Asset 
Allocation 

 

 

Chief Investment 

Officers* 

Regional Investment 
Management 

Pension Investment 

Management 

Manager Selection 

 Financial 
Engineering 

Julian Temes 

Head of Strategy 

Implementation 

Manuel Lewin, Head of Responsible Investment 

Jens Hessenthaler, Communications Manager 

* in certain business units: Head of Investments / Chief Financial Officer 



©
 Z

u
ri

c
h

 I
n

s
u

ra
n

c
e

 C
o
m

p
a

n
y
 L

td
 

40 

Investment Management creates significant 
value 

 Investment management is a key function 

 We aim to maximize economic value 

 Investments are managed relative to liabilities 

 Investments are managed through a disciplined process 

 Our sources of return and risks are balanced 

 A systematic approach is the basis of our success 

 We focus on the value drivers that matter most 

 Our organization is built around our clearly defined value chain 
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Disclaimer 

This publication has been prepared by Zurich Insurance Group Ltd and the opinions expressed therein are those of 
Zurich Insurance Group Ltd and/or the personal view of the author, which are not necessarily that of Zurich Insurance 
Group as of the date of writing and are subject to change without notice. This publication has been produced solely 

for informational purposes. The analysis contained and opinions expressed herein are based on numerous 
assumptions. Different assumptions could result in materially different conclusions. All information contained in this 
publication have been compiled and obtained from sources believed to be reliable and credible but no representation 

or warranty, express or implied, is made by Zurich Insurance Group Ltd or any of its subsidiaries (the ‘Group’) as to 

their accuracy or completeness.  

Opinions expressed and analyses contained herein might differ from or be contrary to those expressed by other Group 
functions or contained in other documents of the Group, as a result of using different assumptions and/or criteria.  

This publication is not intended to be legal, underwriting, financial, investment or any other type of professional 
advice. Persons requiring advice should consult an independent adviser. The Group disclaims any and all liability 

whatsoever resulting from the use of or reliance upon this publication. Certain statements in this publication are 
forward-looking statements, including, but not limited to, statements that are predictions of or indicate future events, 

trends, plans, developments or objectives. Undue reliance should not be placed on such statements because, by their 
nature, they are subject to known and unknown risks and uncertainties and can be affected by other factors that 

could cause actual results, developments and plans and objectives to differ materially from those expressed or implied 
in the for-ward-looking statements.  

The subject matter of this publication is also not tied to any specific insurance product nor will it ensure coverage 

under any insurance policy. This publication may not be reproduced either in whole, or in part, without prior written 

permission of Zurich Insurance Group Ltd, Mythenquai 2, 8002 Zurich, Switzerland. Zurich Insurance Group Ltd 
expressly prohibits the distribution of this publication to third parties for any reason.  

Neither Zurich Insurance Group Ltd nor any of its subsidiaries accept liability for any loss arising from the use or 
distribution of this presentation. This publication is for distribution only under such circumstances as may be permitted 
by applicable law and regulations. This publication does not constitute an offer or an invitation for the sale or 
purchase of securities in any jurisdiction. 
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THANK YOU 

https://intranet.zurich.com/hubs/Pages/Investment-Management.aspx 
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Hansjörg Germann 
Managing Director 
Head of Strategy Development 
Investment Management, Zurich Insurance Group 

Hansjörg Germann is Head of Strategy Development, responsible for all aspects of the strategic 
asset allocation for the Group’s investment portfolio since January 2012. Hansjörg joined Zurich in 
March 2003 as Regional Investment Manager for Continental Europe and at the same time served 
as interim CIO for Germany from mid 2003 to mid 2004. He became Chief Investment Officer 
Switzerland in January 2005 and took on the position as Regional Investment Manager for Asia 
Pacific and Middle East based in Hong Kong in August 2009.  
 
From 1996 to 2003 Hansjörg held various investment management positions at Winterthur 
Insurance Group and Credit Suisse Group. He was a member of the Board of Directors at New 
China Asset Management Ltd in Beijing from 2010 to 2013. He is a member of the board of the 
Swiss Chinese Chamber of Commerce since 2015.  
 
Hansjörg holds a master’s degree from the Swiss Federal Institute of Technology (ETH) in Zurich 
with majors in Control Engineering and Business Administration. He is a CFA Charterholder since 
2001and speaks German, English, Italian, French, and Mandarin Chinese.  


