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ACTION 

Buy 
Zurich Insurance Group (ZURN.VX) 
Return Potential:  24%  Equity Research

Rising cash flows = rising DPS ‘14;  ‘fallen angel’, not value trap; Buy

Source of opportunity 
We reiterate our Buy on Zurich as our cash flow forecast of US$3.2 bn in 
2014 gives us greater confidence in our non-consensus dividend growth 
forecast (2014E DPS SFr18 vs. consensus SFr17). We also believe that the 
c.7% yield the market is currently demanding (on 2013 dividend) from 
Zurich is too penal given the low downside risk. We further make the case 
for a 100 bp lower yield as a more appropriate level on the basis of long-run 
stock performance and the ‘spread’ vs. the Swiss 10 year government bond 
yield. This valuation tool gives a value of SFr286 (in line with our price 
target), and SFr270 based on consensus estimates.   

Catalyst 
The upcoming catalyst will be the 3Q13 results on November 14; we believe 
a clean set of results (i.e., without major reserving/financial restatements) 
will be the first step towards convincing the market that the management 
related events of the summer were not related to the financial health of the 
company. The second catalyst will be the December 5 Investors Day when 
we expect the announcement of a new set of three-year targets will further 
reinforce this view. The dividend announcement for next year (February 14) 
is another near-term catalyst.  

Valuation 
We maintain our 12-month RoC based price target of SFr286, implying 
potential upside of 24%. 

Key risks 
Key downside risks include a greater than expected impact from recent 
management changes on the operations of the group leading to a risk to the 
dividends or to a delay in announcing new targets which could affect 
investor sentiment. Also, higher than expected large losses could offset the 
strong underlying loss ratios achieved through repricing the book.   
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Zurich Insurance Group (ZURN.VX)

Europe Insurance Peer Group Average

Key data Current
Price (SFr) 230.60
12 month price target (SFr) 286.00
Upside/(downside) (%) 24
Market cap (SFr mn) 33,659.9
Debt/EV (%) 46.1

12/12 12/13E 12/14E 12/15E
Pretax profit (SFr mn) 4,949.9 4,974.0 5,938.7 6,106.3
Net income  (SFr mn) 3,648.3 3,524.0 4,206.9 4,325.7
EPS (SFr) 24.75 23.91 28.54 29.35
ROEV (%) 7.5 -- -- --
Dividend yield (%) 8.0 7.1 7.8 7.8
P/E (X) 8.5 10.0 8.1 7.9
P/EVPS (X) 0.8 1.0 0.9 NM
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Share price performance (%) 3 month 6 month 12 month
Absolute (7.7) (7.4) 2.6
Rel. to FTSE World Europe (GBP) (11.8) (12.9) (12.4)

Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 10/07/2013 close.
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Zurich Insurance Group: Summary Financials 
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Profit model ($ mn) 12/12 12/13E 12/14E 12/15E Per share data 12/12 12/13E 12/14E 12/15E

Non-life pretax result 3,049.0 3,386.1 3,603.4 3,728.5 Published EPS ($) 26.43 26.13 31.19 32.07
Life pretax result 1,726.0 1,557.0 1,950.0 1,966.0 GS normalised EPS ($) 18.49 -- -- --
Banking pretax result 0.0 0.0 0.0 0.0 DPS ($) 18.58 18.58 19.67 19.67
Asset management pretax result 0.0 0.0 0.0 0.0 GS EVPS ($) 266.93 266.93 277.75 0.00
Other pretax result 511.0 492.8 936.3 978.6 Published BVPS  ($) 235.23 222.45 235.23 247.79
Holding company pretax result 0.0 -- -- --
Eliminations -- -- -- -- Ratios 12/12 12/13E 12/14E 12/15E
Group pretax result 5,286.0 5,435.9 6,489.8 6,673.0
Goodwill & other amortisation 0.0 0.0 0.0 0.0 Published P/E (X) 8.5 9.8 8.2 7.9
Group exceptional & other items -- -- -- -- GS operating P/E (X) 8.5 9.8 8.2 7.9
Group pretax result 5,286.0 5,435.9 6,489.8 6,673.0 Published ROEV (%) 7.5 -- -- --
Minorities & associates (89.0) (334.9) (399.8) (411.1) GS operating ROEV (%) 10.7 -- -- --
Tax expense (1,301.0) (1,249.7) (1,492.6) (1,534.8)
Published net income 3,896.0 3,851.3 4,597.4 4,727.2
GS normalised net income 3,896.00 3,851.31 4,597.35 4,727.16

Embedded value ($ mn) 12/12 12/13E 12/14E 12/15E

Adjusted NAV (excl. GW/prefs/other) 32,387.0 30,514.1 32,387.2 34,229.9
Additional in-force 9,325.1 -- -- --
Total embedded value 35,361.0 35,661.0 35,861.0 36,061.0
Published shareholders' equity 34,494.0 32,621.1 34,494.2 36,336.9

Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.
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Dividend growth potential suggests stock is a ‘fallen angel’, not a 
value trap 

We attempt to answer a question we have frequently heard in recent weeks: is Zurich’s 
recent underperformance a buying opportunity or is the stock a value trap which will see 
further de-rating before it recovers? We think the key to addressing this question is to 
analyse the cash flows of the group which we forecast at US$2.9 bn for 2013 (US$2.8 bn for 
2012), progressing to US$3.2 bn in 2014, which gives us greater confidence in our forecast 
of an increasing dividend in 2014 vs. a flat consensus outlook (SFr18 in 2014E, SFr17 in 
2013E vs. company-compiled consensus (median) 2014 of SFr17).  

Stock out of favour despite sustaining high dividend level 
We analyse the dividend given the trading history of the stock: Zurich’s outperformance in 
2007-2008 coincided with the rebasing of capital returns (buybacks took the total yield in 
2007 to the 7% level from 3.4% in 2006). The stock has given up this outperformance since 
2008, even though the high dividend level was sustained, leading we believe to a 
disconnect between stock performance and dividends. Therefore, we believe the market is 
too penal in demanding a >7% yield from the stock, and argue that Zurich should trade at a 
100 bp lower yield.   

Exhibit 1: Zurich has rebased its capital return yield since 
2007… 
Year end, %, SFr 

 
Exhibit 2: …but the market has not rewarded the stock 
for sustaining the high dividend level 
Indexed to December 2001, relative to SXIP 

 

YTD13 is our forecast DPS for 2013 of SFr17 divided by share price as of COB 
October 3, 2013. 

Source: Company data, Goldman Sachs Global Investment Research.  

  
 

Source: Datastream. 

 

To value this non consensus 2014 DPS of SFr18, we believe an appropriate yield on the 
stock should be 6.3% (100 bp below our YTD13 yield of 7.3%) which would give a valuation 
consistent with our 12m RoC based price target of SFr286; this compares with a value of 
SFr270 using a flat DPS (consensus view).  

Investors Day, and low US medical claims inflation  
Regarding the Investors Day (December 5t), we believe the market will focus on the cash 
flow update and whether Zurich is going to move the focus of its targets towards reported 
combined ratios through developing a strategy to control large losses. We also analyse 
recent trends in US medical claims and related cost trends in workers’ compensation; we 
conclude that we are comfortable with a 2% reserve release forecast run rate. We therefore 
reiterate our Buy recommendation and believe the stock is a ‘fallen angel’ and not a ‘value 
trap’. 
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Cash flow projections give us confidence in our non-consensus 
dividend growth for 2014 

We provide here our estimate of net cash flows (net of interest expenses) that we expect 
Zurich to present at its Investors Day. We base this forecast on the previous year’s (2012) 
Business Operating Profit even though we recognize that the dividends paid by Zurich’s 
subsidiaries will be based on statutory earnings (this proxy was also used by Zurich at its 
Investors Day presentation in 2012). We would also highlight the following points 
regarding this forecast: 

x Non life: we have factored in a US$100 mn charge for capital required (was $0 last 
year) as growth in exposures was stronger in 2012 in our view (local currency growth 
in FY12 was 7% vs. 0% in FY11). The low tax and other ratio reflect Zurich’s efficient 
organizational structure regarding the Irish entity. The Germany adjustment reflects 
the US$400 mn charge taken last year (and not repeated this year). We note that the 
large loss impact in the two reporting periods (2011 and 2012) has been similar and 
hence we do not make any adjustments for large losses.  

x Life: we have been fairly conservative as we have factored in some growth from 
Santander but this number could surprise positively. 

x Farmers: our ‘taxes and others’ loss of US$700 mn reflects US taxes and also Farmers 
Re losses in 2013 (which were about the level of 2012). 

x Non core: we have factored in a US$170 mn capital release from Zurich Specialties 
London (ZSL) and applied a ratio of two-thirds cash impact (in line with that seen in 
2012). 

Exhibit 3: Zurich’s cash flow expected to cover the dividend in 2013… 
US$ mn, % 

 

Source: Goldman Sachs Global Investment Research. 

Overall, the US$2.9 bn cash flow is about 70% of the 2012 BOP (reported) and compares to 
our forecast SFr17 DPS (or c.US$2.7 bn). Zurich had commented at its 1H2013 results that 
its cash flows were comfortable and were higher than last year’s 1H, and that the economic 
position of the group was largely unchanged (Z ECM ratio at FY was 114%). 

Downside risks to 2013 dividend manageable in our view 
Since there is a time lag (i.e., subsidiaries pay dividends in 2013 based on statutory 2012 
earnings), we are reasonably comfortable with our US$2.9 bn cash flow forecast. There is 
downside risk from a lower than expected cash component of the ZSL transfer (we forecast 
US$113 mn), but we believe this is manageable, particularly given the central liquidity pool 
of ‘several billion USD’, as stated at the Investors Day 2012.  

2014 cash flow of US$3.2 bn should cover our SFr18 DPS forecast (vs. cons SFr17) 
More importantly, if we were to roll this cash flow forecast forward by one year we would 
get to US$3.2 bn cash flow for 2014 which should support our forecast dividend growth in  
2014 – DPS of SFr18 (US$2.9 bn). Since the 2014 DPS will be driven off 2013 earnings, the 
risk to the downside will come from potential weakness in 2H13 earnings.  

BOP to cash flow 2013 Non life Life Farmers Non core
Others (inc 

interest) Total
2012 BOP 2,095 1,352 1,415 130 (903) 4,089

Capital required for growth (100) (350) 0 0 0 (450)
Taxes and Others (100) (473) (700) 0 0 (1,273)
Adjust for Germany 400 0 0 0 0 400
ZSL transfer to Swiss Re 0 0 0 113 0 113

2013 cash flow 2,295 529 715 243 (903) 2,879
% of 2012 BOP 110% 39% 51% 187% 100% 70%
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Exhibit 4: …and supports our growing dividend in 2014 (SFr18 vs. cons median SFr17) 
US$ mn, % 

 

Source: Goldman Sachs Global Investment Research, Company-compiled consensus. 

Risk to 2014 DPS is largely from 2Q13 level of large losses continuing into 2H13 
Given the one year lag in cash flows and earnings, we believe the risk to 2014 DPS growth 
will be from earnings in 2H13 relating to large losses in 2H13 continuing at the very high 
level seen in 2Q13. This would mean a run rate of non-life BOP for 3Q13 and 4Q13 of 
c.US$0.6 bn (US$563 mn in 2Q13) per quarter, implying that our forecast non-life BOP for 
2H13 of US$1.6 bn would be about US$0.3 bn too high. If we were to exclude this from our 
2013 forecast (only for this scenario), then this would reduce the 2014 group cash flow 
forecast (all else equal) to US$2.8 bn. In this scenario, Zurich would still be able to maintain 
a dividend in 2014 at SFr17 (in line with consensus view).  

However, we do think that this high level of large losses was an anomaly as the high 
frequency was an industry-wide issue and can also be seen in the context of the historical 
run rate of these losses (Exhibit 7).  

Cash flow forecasts in the context of historical remittance ratios 
Further, to put our cash flow forecasts into context, we show the cash flow history of the 
group since 2010, compared with the BOP of the previous year. The cash flow/BOP ratio 
rises from 52% in 2010 to 68%/66% in 2011/2012; we think this goes little higher in 2013 to 
70% (with the non life ratio at 110%) owing to the one-off effects of German reserving not 
being repeated in 2013.  

Exhibit 5: Cash flow profile by segment 
US$ bn, %  

 
* Others in 2012 include Germany and contribution to the Central liquidity pool. 

Source: Company data, Goldman Sachs Global Investment Research.   

How should we value this dividend level? 
Having made our case for a SFr18 DPS in 2014, we think the next logical question is how to 
value this, or, what level of yield is appropriate for the stock. To answer this, we look at a 

BOP to cash flow 2014 Non life Life Farmers Non core
Others (inc 

interest) Total
2013E BOP 2,914 1,327 1,482 52 (930) 4,846

Capital required for growth (100) (350) 0 0 0 (450)
Taxes and Others (100) (464) (700) 50 0 (1,214)

2014 cash flow 2,714 513 782 102 (930) 3,181
% of 2013 BOP 93% 39% 53% 196% 100% 66%

Cash flow, US$bn 2010 2011 2012 2013E 2014E
Non-life 2.1 2.4 2.2 2.3 2.7
Life 0.5 0.6 0.5 0.5 0.5
Farmers 1.2 1.0 0.8 0.7 0.8
Non core 0.1 0.3 0.5 0.2 0.1
Others* (1.0) (1.0) (1.2) (0.9) (0.9)
Total 2.9 3.3 2.8 2.9 3.2
BOP, US$bn 2010 2011 2012 2013E 2014E
Non-life 2.7 2.2 2.1 2.9 3.2
Life 1.5 1.4 1.4 1.3 1.4
Farmers 1.7 1.5 1.4 1.5 1.6
Non core (0.2) (0.0) 0.1 0.1 0.1
Others (0.8) (0.8) (0.9) (0.9) (0.9)
Total 4.9 4.2 4.1 4.8 5.4
Cash flow/previous year BOP 2010 2011 2012 2013E 2014E
Non-life 61% 90% 98% 110% 93%
Life 34% 41% 37% 39% 39%
Farmers 77% 59% 54% 51% 53%
Non core nm nm nm nm nm
Others nm nm nm nm nm
Total 52% 68% 66% 70% 66%
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long run ‘spread’ between Zurich’s dividend yield and the Swiss 10 year government bond 
and note the following: 

x The spread saw a distinct increase from 0.8% to 4.1% in 2006-2007 (helped also by the 
buyback yield of 2.5%) – this was accompanied by relative outperformance (vs. SXIP).   

x This spread then again increased in 2011 to 6.5% – but after this period, the stock has 
been underperforming on a relative basis.  

Exhibit 6: Market not rewarding Zurich’s yield spread over Swiss government bonds 
Zurich’s dividend yield spread over Swiss 10-year bond (LHS), Zurich’s relative performance vs. 
SXIP (indexed, RHS) 

 
YTD 13 is our forecast DPS for 2013 of SFr17 divided by share price as of COB October 3, 2013.Dividend yield for 2007 and 
2008 includes buyback.  

Source: Datastream, Company data, Goldman Sachs Global Investment Research.  

The average spread between 2007 and 2010 is 4.9% compared with 6.4% for 2011 to 2013, 
i.e., a difference of c.150 bp. If the Swiss 10 year bond rises from the current 1% to 1.5% by 
2014, as per our Economists’ forecasts, the rest of this excess spread is 100 bp, leading to 
our conclusion that the market is too penal by 1 pp.  

We estimate  the stock yields 7.3% (2013E YTD), and so if we were to value the 2014 
dividends at 6.3%, we would get to a valuation in line with our 12m RoC based price  target 
of SFr286 (24% potential upside). If instead, we were to use the consensus dividend in 2014 
of SFr17, we would get to a value of SFr270 (17% upside).  

December 5 Investors Day: What do we expect? 
Given recent management events, there has been much debate as to what to expect at the 
Investors Day. We believe Zurich will proceed with its new targets (previous targets were 
for a three year period 2010-2013) and we anticipate a focus on moving the debate around 
underwriting to the ‘reported’ combined ratio, above and beyond the underlying level 
which has improved substantially already.  

To achieve this, the only missing part in our view is Zurich’s strategy regarding controlling 
the large losses (with both underlying improving and reserve releases stable), which Zurich 
has described in the past as random in nature.   
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Exhibit 7: Underlying loss ratio has benefited from past efforts; large losses remain high 
% 

 

Source: Company data, Goldman Sachs Global Investment Research. 

Reserve releases: We are comfortable with a 2% run rate  
We analyze one of the key areas where the P&C industry has difficulty in estimating reserve 
levels owing to the very long tail of the book: workers’ compensation in the US (where 
Zurich has a large presence).  

With medical CPI in the US in 2013 at its lowest point (2%) since at least 1995, we again 
look at the recent data points on medical costs and reserve releases in the US. As we have 
written in the past, our metric of choice (see INSights – Inflation: a question of definition, 
April 6, 2011) is the medical cost per lost time claim, which is also running at the lowest 
level since 1994 (including the exceptionally low increase of 1.4% in 2010, which was low 
probably as a result of a sudden upsurge in the frequency of small lost-time claims).  

Exhibit 8: Medical claims costs converging with medical CPI 
Medical costs represent costs for injuries that resulted in time off work; 2012 data is preliminary 
for the medical costs; YTD13 data represents data to August 2013 

 

Source: Datastream, NCCI. 
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In the context of this low medical claims inflation environment, it is interesting to see that 
the US P&C industry’s reserve releases also appear to have stabilized at the 2% level (total 
releases since 2006 of c.US$67 bn, vs. US$101 bn of reserve additions 1993-2005).  

We believe this low level of medical claims inflation has a positive read across for Zurich 
which has a large exposure to the US workers’ compensation business.  

We also show in Exhibit 9 the net loss cost trends for workers’ compensation (detailed 
calculation in the Appendix).  

Exhibit 9: US workers’ compensation net loss cost change 
% 

 

Source: Datastream, NCCI. 

On the topic of the improvement in underlying loss ratio, we should highlight Zurich’s 
comments that the Global Corporate line had seen an improvement in motor, construction 
and energy, and the NAC segment benefited from an improvement in property (and also 
some re-underwriting efforts). The acquisition of Zurich Santander helped lower the 
underlying loss ratio by 50 bp. Zurich had highlighted at its Investors Day last year that part 
of the reason for this improvement was a very focused portfolio management (e.g., its four 
tier client rating system which is available at the underwriter level).  

On reserving, we note as well that The Zurich Way of Reserving (in place since the 
restructuring of the group began in about 2004) has ensured a fairly conservative approach, 
which can be seen in the comparison of reserve levels to ultimate loss ratios for the US 
market where Zurich reports a higher number than the industry. 
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Exhibit 10: Zurich US$55 bn reserves by line, 3Q12 
%, long tail orientation of Zurich’s reserves 

 
Exhibit 11: Zurich’s reserve releases – less from the 
recent underwriting years 
%, break-out of Zurich’s cumulative reserve releases by 
accident year; negative is a release  

 

Workers Injury includes Workers Compensation in the US and Employers 
Liability in the UK 

Source: Company data.  

  
 

Source: Company data. 
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Appendix 

Exhibit 12: Zurich’s dividend yield vs. major government bond yields (10 year) 
% 

 

Source: Datastream, Company data, Goldman Sachs Global Investment Research.  

Exhibit 13: US workers’ compensation costs declined in 2012 driven by falling claims frequency 
% change yoy 

 

Source: Datastream, NCCI. 

Exhibit 14: Zurich has also given up its outperformance vs. US non life peers  
Indexed; comparison of Zurich’s relative performance since 2002 low vs. an equal weighted average of Travelers, Chubb, ACE, 
Allianz, Zurich 

 

Source: Datastream. 

 

 

 

Year end 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 YTD13
Zurich dividend yield 2.0% 0.8% 1.4% 2.1% 2.5% 3.4% 4.5% 4.8% 7.1% 7.0% 8.0% 7.0% 7.3%
Government 10 year bond yields 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 YTD13
Switzerland 3.4% 3.2% 2.7% 2.7% 2.1% 2.5% 2.9% 2.9% 2.2% 1.6% 1.5% 0.7% 1.1%
Germany 4.8% 4.8% 4.1% 4.1% 3.4% 3.8% 4.2% 4.0% 3.3% 2.8% 2.7% 1.6% 1.8%
US 5.0% 3.8% 4.3% 4.2% 4.4% 4.7% 4.0% 2.3% 3.8% 3.3% 1.9% 1.8% 2.6%
Zurich spread vs. government bonds 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 YTD13
Switzerland (1.3%) (2.4%) (1.3%) (0.6%) 0.4% 0.8% 1.6% 1.9% 4.9% 5.4% 6.5% 6.3% 6.1%
Germany (2.8%) (4.0%) (2.7%) (2.0%) (0.9%) (0.4%) 0.3% 0.9% 3.8% 4.2% 5.4% 5.4% 5.5%
US (3.0%) (3.1%) (2.9%) (2.1%) (1.9%) (1.4%) 0.5% 2.6% 3.2% 3.7% 6.1% 5.2% 4.7%

US Workers' comp
Loss drivers
% 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Lost time claims Frequency (A) (4.2%) (4.4%) (9.2%) 0.3% (6.5%) (4.5%) 0.5% (3.9%) (2.3%) (4.5%) (6.9%) (4.5%) (4.1%) (3.7%) (6.6%) (4.5%) (2.2%) (4.3%) (5.7%) (3.8%) (0.9%) (5.0%)
Total Severity (B) 7.8% (1.8%) (4.9%) 13.9% 6.8% 13.3% 17.8% 17.3% 20.7% 17.4% 22.7% 11.9% 12.3% 6.4% 12.2% 11.7% 12.3% 13.8% 6.1% (1.0%) 5.8% 4.0%

Lost time claims Severity 1.0% (3.1%) (2.8%) 4.9% 1.7% 5.9% 7.7% 9.0% 10.1% 10.1% 9.2% 3.1% 4.6% 1.0% 3.1% 5.6% 6.2% 8.8% 0.7% (3.0%) 2.2% 1.0%
Medical cost per lost time claim 6.8% 1.3% (2.1%) 9.0% 5.1% 7.4% 10.1% 8.3% 10.6% 7.3% 13.5% 8.8% 7.7% 5.4% 9.1% 6.1% 6.1% 5.0% 5.4% 2.0% 3.6% 3.0%

Average weekly wage (C) 3.6% 4.2% 5.2% 5.6% 4.7% 6.3% 2.3% 1.1% 2.7% 4.3% 3.5% 4.7% 4.6% 2.7% 1.1% 2.3% 2.9% 2.0%

Net Loss cost change (A*B/C) (3.6%) 3.8% 12.5% 6.7% 12.6% 5.5% 11.7% 5.7% 4.9% (1.8%) 1.3% 1.9% 5.0% 6.0% (1.0%) (6.9%) 1.9% (3.1%)
US real GDP growth yoy 2.5% 3.7% 4.5% 4.4% 4.8% 4.1% 1.1% 1.8% 2.5% 3.6% 3.1% 2.7% 1.9% (0.0%) (2.6%) 2.8% 2.1% 2.0%
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directly or indirectly, related to the specific recommendations or views expressed in this report. 

Investment Profile 
The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and 
market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites 
of several methodologies to determine the stocks percentile ranking within the region's coverage universe.  

The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows:  

Growth is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue.  Return is a year one prospective aggregate 
of various return on capital measures, e.g. CROCI, ROACE, and ROE.  Multiple is a composite of one-year forward valuation ratios, e.g. P/E, dividend 
yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book.  Volatility is measured as trailing twelve-month volatility adjusted for dividends.   

Quantum 
Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for 
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.  

GS SUSTAIN 
GS SUSTAIN is a global investment strategy aimed at long-term, long-only performance with a low turnover of ideas. The GS SUSTAIN focus list 
includes leaders our analysis shows to be well positioned to deliver long term outperformance through sustained competitive advantage and 
superior returns on capital relative to their global industry peers. Leaders are identified based on quantifiable analysis of three aspects of corporate 
performance: cash return on cash invested, industry positioning and management quality (the effectiveness of companies' management of the 
environmental, social and governance issues facing their industry).  
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Re, Talanx AG, Topdanmark A/S, Tryg A/S, Unipol (Ordinary Shares), Unipol (Preference Shares), Vienna Insurance Group, Zurich Insurance Group.  

Company-specific regulatory disclosures 
The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, "Goldman Sachs") and companies 
covered by the Global Investment Research Division of Goldman Sachs and referred to in this research. 

Goldman Sachs has received compensation for investment banking services in the past 12 months: Zurich Insurance Group (SFr230.60) 

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: Zurich Insurance Group 
(SFr230.60) 

Goldman Sachs has received compensation for non-investment banking services during the past 12 months: Zurich Insurance Group (SFr230.60) 

Goldman Sachs had an investment banking services client relationship during the past 12 months with: Zurich Insurance Group (SFr230.60) 

Goldman Sachs had a non-investment banking securities-related services client relationship during the past 12 months with: Zurich Insurance Group 
(SFr230.60) 

Goldman Sachs had a non-securities services client relationship during the past 12 months with: Zurich Insurance Group (SFr230.60) 

Distribution of ratings/investment banking relationships 
Goldman Sachs Investment Research global coverage universe 
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 As of July 1, 2013, Goldman Sachs Global Investment Research had investment ratings on 3,535 equity securities. Goldman Sachs assigns stocks as 
Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for 
the purposes of the above disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions' below.      
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See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager 
or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-
managed public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs usually makes a 
market in fixed income securities of issuers discussed in this report and usually deals as a principal in these securities.  

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, 
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of 
coverage.  Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking 
revenues.  Analyst as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their 
households from serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage.  Non-U.S. 
Analysts: Non-U.S. analysts may not be associated persons of Goldman, Sachs & Co. and therefore may not be subject to NASD Rule 2711/NYSE 
Rules 472 restrictions on communications with subject company, public appearances and trading securities held by the analysts.   

Distribution of ratings: See the distribution of ratings disclosure above.  Price chart: See the price chart, with changes of ratings and price targets in 
prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs 
website at http://www.gs.com/research/hedge.html.   

Additional disclosures required under the laws and regulations of jurisdictions other than the United States 
The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws 
and regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in 
the Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any 
access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman 
Sachs.  Brazil: Disclosure information in relation to CVM Instruction 483 is available at http://www.gs.com/worldwide/brazil/area/gir/index.html. 
Where applicable, the Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 16 of CVM Instruction 
483, is the first author named at the beginning of this report, unless indicated otherwise at the end of the text.  Canada: Goldman, Sachs & Co. has 
approved of, and agreed to take responsibility for, this research in Canada if and to the extent it relates to equity securities of Canadian issuers. 
Analysts may conduct site visits but are prohibited from accepting payment or reimbursement by the company of travel expenses for such 
visits.  Hong Kong: Further information on the securities of covered companies referred to in this research may be obtained on request from 
Goldman Sachs (Asia) L.L.C.  India: Further information on the subject company or companies referred to in this research may be obtained from 
Goldman Sachs (India) Securities Private Limited;  Japan: See below.  Korea: Further information on the subject company or companies referred to 
in this research may be obtained from Goldman Sachs (Asia) L.L.C., Seoul Branch.  New Zealand: Goldman Sachs New Zealand Limited and its 
affiliates are neither "registered banks" nor "deposit takers" (as defined in the Reserve Bank of New Zealand Act 1989) in New Zealand. This research, 
and any access to it, is intended for "wholesale clients" (as defined in the Financial Advisers Act 2008) unless otherwise agreed by Goldman 
Sachs.  Russia: Research reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information 
and analysis not having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on 
appraisal activity.  Singapore: Further information on the covered companies referred to in this research may be obtained from Goldman Sachs 
(Singapore) Pte. (Company Number: 198602165W).  Taiwan: This material is for reference only and must not be reprinted without permission. 
Investors should carefully consider their own investment risk. Investment results are the responsibility of the individual investor.  United 
Kingdom: Persons who would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Conduct 
Authority, should read this research in conjunction with prior Goldman Sachs research on the covered companies referred to herein and should refer 
to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial 
terms used in this report, are available from Goldman Sachs International on request.   

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is available 
at http://www.gs.com/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of Interest in Connection with 
Investment Research.   

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type II Financial Instruments Firms 
Association. Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific 
disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese 
Securities Finance Company.   

Ratings, coverage groups and views and related definitions 
Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 
or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned as 
a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment Lists to a 
global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular coverage 
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group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent investment 
recommendations focused on either the size of the potential return or the likelihood of the realization of the return.    

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated 
with the price target. Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in each 
report adding or reiterating an Investment List membership.   

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 
http://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment outlook 
on the coverage group relative to the group's historical fundamentals and/or valuation.  Attractive (A). The investment outlook over the following 12 
months is favorable relative to the coverage group's historical fundamentals and/or valuation.  Neutral (N). The investment outlook over the 
following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation.  Cautious (C). The investment outlook over 
the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.   

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an 
advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances.  Rating Suspended (RS). Goldman 
Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for 
determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and 
price target, if any, are no longer in effect for this stock and should not be relied upon.  Coverage Suspended (CS). Goldman Sachs has suspended 
coverage of this company.  Not Covered (NC). Goldman Sachs does not cover this company.  Not Available or Not Applicable (NA). The 
information is not available for display or is not applicable.  Not Meaningful (NM). The information is not meaningful and is therefore excluded.   

Global product; distributing entities 
The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global 
basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and companies, and research on 
macroeconomics, currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd 
(ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Corretora de Títulos e Valores Mobiliários S.A.; in Canada by Goldman, Sachs & Co. 
regarding Canadian equities and by Goldman, Sachs & Co. (all other research); in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman 
Sachs (India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul 
Branch; in New Zealand by Goldman Sachs New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) 
Pte. (Company Number: 198602165W); and in the United States of America by Goldman, Sachs & Co. Goldman Sachs International has approved this 
research in connection with its distribution in the United Kingdom and European Union.  

European Union: Goldman Sachs International authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority 
and the Prudential Regulation Authority, has approved this research in connection with its distribution in the European Union and United Kingdom; 
Goldman Sachs AG and Goldman Sachs International Zweigniederlassung Frankfurt, regulated by the Bundesanstalt für 
Finanzdienstleistungsaufsicht, may also distribute research in Germany.  
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This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large 
majority of reports are published at irregular intervals as appropriate in the analyst's judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have 
investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research 
Division. Goldman, Sachs & Co., the United States broker dealer, is a member of SIPC (http://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our 
proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our 
proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views 
expressed in this research. 

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may 
discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity 
securities discussed in this report, which impact may be directionally counter to the analyst's published price target expectations for such stocks. Any 
such trading strategies are distinct from and do not affect the analyst's fundamental equity rating for such stocks, which rating reflects a stock's 
return potential relative to its coverage group as described herein. 

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, 
act as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.  

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
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http://www.theocc.com/about/publications/character-risks.jsp. Transaction costs may be significant in option strategies calling for multiple purchase 
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