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Abstract 

Zurich Insurance Group is a Swiss insurance company founded 150 years ago and currently one 

of the most known insurers in the world present in more than 200 countries. The group is listed 

on SIX Swiss Exchange and has Life and non-Life insurance services with the two biggest 

segments being Property & Casualty and Life. 

The present document consists of an Equity Research Report on the group and was drafted 

according with the guidelines from the CFA Institute. 

Zurich’s main valuation is performed through a Discounted Dividend Model (DDM) and 

complemented with a Residual Income Valuation as well as a Relative Valuation. These 

methods were chosen due to the industry’s particularities. 

This report issues a HOLD recommendation with a price target of CHF 434,38 with an upside 

potential of 5,02% with medium risk. All valuations are based on Zurich’s performance from 

2018 to 2022 and the forecasted period from 2023 to 2032. 

The HOLD recommendation derives mainly from the group’s early focus on sustainability, the 

recent gain in North America and Asia-Pacific’s market share, the slow growth in EMEA and 

their strong resilience through pandemic years and the recent Ukraine-Russia conflict. 

The medium risk is mainly justified by the industry’s risk (natural and human-made 

catastrophes and their potential losses are unpredictable) and the group’s ability to gain market 

share in underdeveloped regions and maintain their performance in developed regions. 
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Resumo 

O grupo Zurich Insurance é uma seguradora suíça fundada há 150 anos e atualmente uma das 

seguradoras mais conhecidas do mundo, presente em mais de 200 países. O grupo está listado 

na SIX Swiss Exchange e oferece serviços de seguros de vida e não-vida, sendo os 2 maiores 

segmentos Property & Casualty e Life. 

O presente documento apresenta uma Equity Research do grupo e foi elaborado de acordo com 

as orientações do CFA Institute. 

A avaliação principal da Zurich foi realizada através de um Modelo de Desconto de Dividendos 

e complementada com uma Avaliação de Rendimento Residual e Avaliação Relativa. Estes 

métodos foram escolhidos devido às particularidades deste setor. 

Este relatório emite uma recomendação de HOLD com preço-alvo de CHF 434,38 com 

potencial de aumento de 5,02% com risco médio. Todas as avaliações foram baseadas no 

desempenho da Zurich de 2018 a 2022 e no período de previsão de 2023 a 2032. 

A recomendação de compra dá-se principalmente do foco do grupo na sustentabilidade que já 

está presente há bastantes anos, do recente ganho significativo na participação de mercado da 

América do Norte e da Ásia-Pacífico, o crescimento lento na região EMEA e da resiliência do 

grupo durante os anos de pandemia e do recente conflito Ucrânia-Rússia. 

O risco médio é justificado principalmente pelo risco da própria indústria (catástrofes naturais 

e provocadas pelo homem e as suas respetivas potenciais perdas são imprevisíveis) e pela 

capacidade do grupo de ganhar quota de mercado em regiões subdesenvolvidas e manter o seu 

desempenho em regiões desenvolvidas. 
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Price target is CHF 434,38 with an upside potential of 5,02% and medium risk. 

Our recommendation is to HOLD (Table 1 - Key Information). 

According to our analysis performed on Zurich Insurance Group we conclude that 
the group is slightly undervalued (Figure 1 - Price Performance 1Y). 

 

The price target is reached through the Dividend Discount Model using a ten-year 

forecast period with a strong focus on the past five years of the group. We decided 

to use mainly the DDM as it is a suitable and reliable method to value financial 

institutions with a constant dividend pay-out ratio. 

 

The valuation is complemented with a: 

- Residual Income valuation (where the price target reached was CHF 

441,73 with an upside potential of 6,80%). The valuation is performed 

using the forecasted net income attributable to shareholders, assumed cost 

of equity, forecasted equity and a persistent factor.   
 

- Multiples Valuation (where the price target reached was CHF 435,18 with 

an upside potential of 5,22%). The chosen peers are MetLife, Chubb, AIG, 

and Generali because all these companies serve the same regions and offer 

the same services as Zurich and most importantly are all comparable in terms 

of size and ratios. 
 

This investment is of medium risk because it depends on the ability of the group to 

gain market share in underdeveloped regions and keep its consistent performance in 

Europe, Middle East & Africa (EMEA) and North America.  

On top of that, the insurance industry itself presents a considerable risk as natural and 
human-made catastrophes are unpredictable and can carry significant losses.   

1. Research Snapshot 

Company Zurich Insurance 

Group 

Industry Insurance 

Headquarters Zurich 

# Shares 150 460 167 

Closing Price 07-

09-2023 

CHF 413,60 

Price Target 

DDM 

CHF 434,38 

Price Target 

Residual Income 

CHF 441,73 

Price Target 

Multiples  

CHF 435,18 

Recommendation Hold 
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Table 1 - Key Information 

Source: Company Data (in CHF) 

Figure 1 - Price Performance 1Y 



 

2 
 

 
Company Description 

 

Zurich Insurance Group Ltd is a Swiss multi-line insurer headquartered in Zurich, 

Switzerland. Founded in 1872 and headquartered in Zurich. The group is present in more 

than 210 countries with offices in multiple continents (Table 2 - Offices Location) and 

currently employs about 60 000 workers (Table 3 - Employees around the world). The 

group mission is to “Create a brighter future together.” 
 

North America counts for 39% of the total gross written premiums, Zurich is one of the 

leading commercial property and casualty insurance providers in the region with a 

Property & Casualty (P&C) gross written premium of USD 22.2 billion and a Life gross 

written premium of USD 1.6 billion in 2022 of which 3.9 billion were business operating 

profit. 

 

South America (mainly Brazil, Mexico, Argentina, and Chile) represents 9% of the total 

gross written premium with a Property & Casualty gross written premium of USD 2.8 

billion and a Life gross written premium of USD 2.5 billion and a business operating profit 

of USD 0.6 billion. South America, contrary to North America, has a stronger presence in 
Life insurance with just a USD 0.3 billion difference, this is mainly due to a cultural reason 

since Life insurance is popular in Latin America while P&C is not as common, and it’s 

regarded to have less important than Life Insurance in those countries. 

 

Europe, Middle East, and Africa (EMEA) is the region with the highest percentage of 

the total gross written premiums, 42%, coming mainly from Germany, Italy, Spain, 

Switzerland, and France. The gap between North America and EMEA is closing as the 

years pass, mainly because Zurich is gaining a stronger presence in North American while 

EMEA is growing at a more stable rate. The total gross written premium of the region 

equals USD 25.3 billion with a business operating profit of USD 2.4 billion. 

 
Regarding the Asian-Pacific region (APAC), it represents 10% of the total gross written 

premiums and it has grown relatively fast compared to other regions stabilizing essentially 

from 2021 to 2022. The region is represented by the operations in Australia, Hong Kong, 

Indonesia, Japan, and Malaysia and, in 2022, had a business operating profit of USD 0.6 

billion (same operating profit as in 2021). 2022’s total premium by regions is shown in Figure 

2 (- Weight of total premium in 2022 by region) 

 

The group is well established in the market with a market capitalization of USD 66.5 as of 

December 2022 (11% increase compared to 2021) and a business operating profit of USD 

6.5 (14% increase compared to 2021). With an impressive 265% Swiss Solvency Test (SST) 

ratio as of December 2022, and increasing year after year (212% SST in 2021). With an 

AA/stable rating according to Standard & Poor’s financial strength rating, the company 
presents greats stability and performance overall. They are focusing on continuing to generate 

sustainable value for all stakeholders while improving the company’s green impact on the 

World.  

 

The main services provided are Property & Casualty (Insurance, services, and risk insights) 

and Life (Protection, savings, and investment solutions). 

Property & Casualty is divided into different segments: Motor (19%), Property (39%), 

Liability (17%), Special lines (17%) and Worker injury (8%). In 2022, Property & Casualty 

recorded USD 43.3 billion Gross written premiums (more 8% than 2021) and a business 

operating profit of USD 3.6 billion (more 16% than 2021). 

Life is also divided in: Protection (46%), Corporate Pension (6%), Unit-linked (19%) and 
Savings & Annuity (28%). In 2022, Life recorded gross written premiums of USD 25.9 of 

which, USD 2.0 billion were business operating profit (although there was a decrease of 9% 

in Life’s gross written premiums, there was an increase of 11% in its’ business operating 

profit).  

The group is also a parent of Farmers Insurance Group which is an American Insurer group 

mainly for vehicles, homes, and small businesses, in 2022 Farmers Group, Inc. generated a 

total of USD 1.9 billion (increase of 19% compared to 2021). The group’s gross and net 

2. Business Description 

Zurich’s offices around the world 

EMEA 

Switzerland Zurich 

Germany Cologne 

Spain Madrid 

Italy Milan 

Scotland Glasgow 

North America 

US Chicago, New York 

Latin America 

Chile Santiago 

Asia Pacific 

Malaysia Kuala Lumpur 

Japan Tokyo 

Australia Sydney 

 

 

 

Number of employees 

North America 19 800 

EMEA 25 500 

South America 7 200 

Asia-Pacific  6 900 

 

 
 

Number of employees 

North America 19 800 

EMEA 25 500 

South America 7 200 

Asia-Pacific  6 900 

 9%

39%

10%

42%

South America North America

APAC EMEA

Source: Company Data 

Table 2 - Offices Location 

Source: Company Data 

Figure 2 - Weight of total premium in 
2022 by region 

Table 3 - Employees around the world 

Source: Company Data 
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written premium has been steadily increasing over the years displaying a strong performance 

even in uncertain years (Figure 3 - Zurich's Gross & Net Written Premium). 

Zurich was Ranked #106 in Forbes’ Global 2000 list in 2023 and is listed on the SIX Swiss 

Exchange (ZURN).  

 

History 

 

Founded in 1872, originally as a Marine Reinsurer under the name “Versicherungs Verein” 
(Insurance Association in English). 3 years after its foundation, it moved to the field of 

accident insurance and changed its name to “Zurich Transport & Accident Insurance 

Limited”, by the end of 1875, the group had offices in Germany, Austria, Denmark, Sweden, 

and Norway. Following a severe loss that had to be covered using capital reserves, the new 

CEO, Heinrich Müller, decided to quit immediately the marine business and Zurich started 

an important turnaround by focusing on casualty insurance, an year after the company’s gross 

premium income achieved CHF 1 million for the first time.   

 

By 1885, Zurich was already present with new offices in 7 new countries (France, 

Netherlands, Belgium, Italy, Russia, Finland, and Spain). Fritz Meyer replaces Heinrich 

Müller as the CEO, remembered as “Reserves Meyer” due to his strong focus on establishing 

the group’s financial strength, Meyer achieved in 1909, 150% in the ratio of reserves to 
premium for the first time. By this time, Zurich was already one of the “go to” insurers to a 

lot of important matters like insuring the Swiss army and insuring/dealing with a lot of 

disasters and catastrophes like a fire in a French textile factory, which resulted in 11 dead 

and 18 injured. Throughout the 20th century Zurich focused its growth strategy on buying and 

restructuring companies at a discount. Using this strategy and with more than 15 large 

acquisitions around the world, the group was present in 5 continents at the end of the 20th 

century. Having its entry done in Oceania through an acquisition of Commonwealth General 

Assurance Corporation in Australia, 1961. 4 years after, Zurich acquires Argentinian 

company Iguazù Compania de Seguros S.A and marks its entry in the South American 

continent. In 1973, the group enters the Asian market by acquiring minority interest of the 

Malayan Group, the largest Philippine insurer. 
 

After an abrupt drop in the group’s share price, in 2002, Zurich made the radical decision to 

focus on providing solely insurance-based financial services and sold all its non-core 

businesses. Even during the 2008 crisis, the group kept delivering positive results and a solid 

investment return due to its discipline and focus on stability, being able to take advantage of 

opportunities that presented themselves in these harder times for most companies, acquiring 

multiple businesses to strengthen even more their position in the market. Since the early 

2000s the group has strongly focused on its sustainable growth and taking corporate 

responsibility, marking his position in the market as one of the leading insurance brands, 

specifically in terms of sustainability. A few important measures the Group took that support 

this vision is the sponsorship Zurich provided in 2020 to help reforest Brazil’s Atlantic Forest 
and the donations made to Ukraine during the conflicts that started early 2022. 

 

Strategy and Future Goals 

 

The group continues to focus its strategy with the concept of contributing to a “greener 

world” (Figure 4 – Climate solution investments). Zurich created the first carbon-neutral 

equity fund which has approximately an 85% reduction in carbon footprint compared to 

traditional investments strategies. The group has been focusing on improving its 

Environmental, social, and corporate governance (ESG).  
 

Zurich aspires to be one of the most responsible and impactful groups in the world, it’s 

currently targeting net-zero emissions by 2050 and investing in carbon removal technology 
to achieve net-zero in their operations possibly by 2030. The group is consistently focused 

on entering newer and greener projects. In 2020, Zurich Forest project was launched to 

support reforestation and biodiversity restoration in Brazil. The group is always looking to 

improve its’ impact over the next years by making a greener future one of their top priorities 

in their strategy. 

 

Obviously, besides focusing in helping create “a greener world”, Zurich still has a strong 

focus on success over the long term and building a strong and solid financial position and a 
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Source: Company Data (in USD thousands) 

Figure 3 - Zurich's Gross & Net Written 
Premium 

Source: Company Data 

Figure 4 – Climate solution investments 
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balanced portfolio with the goal of continuing to be a trusted brand due to excellent skills and 

expertise of their employees. The long-term strategy is focused on the customers, 

simplification, and innovation. In the short term, 2023-2025, Zurich has the following targets:  

- Business Operating Profit After Tax Return on Equity > 20% 

- Compound organic earnings per share growth = 8% 

- SST Ratio > 160% 

- Cumulative cash remittances > USD 13.5 billion 

 

 

 

Business Model 

With the goal of delivering benefits to the stakeholders, Zurich starts by: 

 

- Serving customers and curate a well-established ecosystem 

Expanding services and solutions available to customers through direct and indirect 

channels and having a strong global partner network. 

 

- Understanding and underwriting risks 

Decades of experience backed with a wealth of data gives the group the ability to 

properly assess and quantify risks of all complexities enabling the group to give fair 

prices, appropriate and custom solutions to the customer. 

 

- Managing reserves 

Properly calculating insurance liabilities and having a reserving process supported 

by strong governance. 

 
- Investing 

Having a strong position of income from invested premiums, policy fees and 

depositions to be able to pay claims reliably. 

 

- Managing claims 

Being able to fulfill commitments is the most important tasks of the Group. Proving 

a strong support system to help customers understand, mitigate, and potentially 

prevent future losses. 

 

Governance Structure 

Zurich uses “three lines of defense” model (Figure 5 - Three Lines of Defense). The first line 
is the Business Management, the second line is the Group Risk Management and Group 

Compliance and finally the third line is the Group audit. The model seeks to identify, assess, 

own, manage and monitor risk closely by running through Zurich’s governance structure. 

Since the model divides its risk management in specific roles, it creates clear accountability, 

responsibility while also improving the communication within the group and building an 

efficient risk management operation. All these benefits are only obtained if the group is able 

to maintain a good communication and proper planning within the whole team and through 

all the three lines which can be difficult to maintain constantly. The group seems to have 

figured out the formula to make this model work as it as been solidly managing the risk and 

complying with regulation over the years. 

 

Dividend Policy 

Zurich has and intends to maintain an attractive dividend policy with a target pay-out ratio 

of 75%.  

 

ESG 

Zurich is a constituent of the MSCI ESG Select Leader Index and received an ESG rating of 

“AAA”, the highest possible score (Figure 6 - MSCI ESG Ratings). The rating was upgraded 

in 2022 from “AA” to “AAA”. According to Dow Jones Sustainability Indices, Zurich is in 

the top 1% in the insurance industry group, FTSE4Good gave Zurich an ESG rating of 4.2 

out of 5. 

 

 

3. Management and ESG 

Figure 5 - Three Lines of Defense 

Source: Company Data 

Source: MSCI 

Figure 6 - MSCI ESG Ratings 
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Environment 

As mentioned before, Zurich has a strong focus on becoming as “green” as possible. 

The group has a department solely focused on Sustainability. Linda Freiner, Group Head of 

Sustainability, ensures that sustainability is integrated all the way from developing strategy 

to overseeing implementation and reporting on progress. The group is consistently looking 

for ways to implement sustainable practices, these are the main highlights from recent years: 

- In 2022, the group reported USD 566 million of revenues from sustainability 

solutions. 
- The group was able to reduce 12% in financed corporate CO2 emissions compared 

to 2019.  

- 3,2 million metric tons of CO2 was avoided, in 2022, through climate-related impact 

investments and there was a total of USD 8.7 billion invested in climate solutions. 

- 73% reduction in CO2 emissions from the group’s operations in 2021. 

- Helping restore an ecosystem in Brazil’s Atlantic Forest. 

 

Social 

MSCI noted the group has strong human capital practices and Forbes recognized the group 

as an employer of choice. With a 29% ratio of females in senior management, a 71% internal 

hire ratio, a 45% increase of women in senior roles at Zurich UK and more than USD 33 

million spent on training for employees, Zurich has a very strong focus to empower and 
support its employees. 

 

Governance 

The board of directors holds the ultimate decision-making authority for the group, and they 

are focused mainly to deliver strategic priorities with a very strong focus on ESG integration 

while meeting the stakeholders’ needs. The Board is well diversified in terms of gender 

(Figure 7 - Board of Directors Gender %), nationality and background skills/experience as 

the group believes diversity is a major key to success (Figure 8 - Board of Directors 

background skills). 

 

The Executive Committee is focused on the delivery of results while ensuring that Zurich 
remains ready for the future and its challenges. The Italian Mario Greco is the current CEO 

since 2016. Like the Board of Directors, the Executive Committee is focused on diversity, 

having members of eight nationalities (Figure 9 – Executive Committee’s Nationalities) and 

multiple backgrounds. 

 

As of December 31, 2022: the Board had a 50% female representation, had members of 6 

different nationalities, an age range from 52 to 74 and an average length of tenure of 5.7 

years; the Executive Committee had a 33% female representation (Figure 10 – Executive 

Committee Gender %), an average length of tenure of 5.2 years and 8 different nationalities. 

 

The groups’ remuneration system and rules are evaluated annually by the Remuneration 
Committee to provide a fair and competitive remuneration opportunity. The current 

remuneration structure defines that the director’s remuneration is 100% fixed while the group 

CEO, the executive committee and all other employees has their remuneration as a mix 

percentage of fixed remuneration, short-term incentives, and long-term incentives. 

 

Sustainability 

Zurich is currently “operating” on their three sustainability pillars: 

- 1.5ºC Future: Net-Zero in investments and operations; review of oil and gas 

transition plans; 71,5% of managed procurement spend is with suppliers that meet 

the key expectations of supplier code of conduct. 

- Confidence in digital society: Data commitment rolled out to more than 90% of 

business and AI assurance framework has end of 2023 as implementation target. 
- Work Sustainability: 26 hours of learning per employee in 2022 (3-hour increase 

compared with 2021), internal hire rate of 71% and females share in senior 

management roles of 29% (7% increase since 2017). 

 

 

 

 

 

Source: Company Data 

Figure 7 - Board of Directors Gender % 

Source: Company Data 

Figure 8 - Board of Directors background skills 

Source: Company Data 

Figure 9 – Executive Committee’s Nationalities 

Source: Company Data 

Figure 10 – Executive Committee Gender % 
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History of the Insurance Industry 

The concept of preventing and spreading risk is very ancient, so it’s safe to assume insurance 

has been around for as long as we can remember. The earliest insurance known was back in 

1750 before Christ (BC). A ship’s cargo could be pledged in exchange of a loan. In case the 

ship arrived safely there was a repayment of the loan, otherwise, if the ship was lost at sea, 

then there would be no repayment. 

Since then, the industry has evolved a lot into modern problems and risks more relevant in 

nowadays society. Today the industry is mainly driven by the Life and Property & Casualty 

segment and grew 108% globally from 2000 to 2020 and 20% globally from 2010 to 2020 

(Figure 11 - Historical Gross Insurance Premium). 

 

Macroeconomic Indicators 

After years of recovery the 2008 Great Recession and stabilizing the macroeconomic 

indicators, these past few years, the covid-19 pandemic and the rising conflicts between 

Russia and Ukraine, have created a volatile and uncertain global economy. 

Due to these events, there was a decrease in Global Growth and insanely high inflation rates 

were reached (Figure 12 - Historical Inflation growth). As a result, Central Banks were forced 

to increase interest rates to tighten monetary policy.  

Global Gross Domestic Product (GDP) suffered a 3.1% decrease from 2019 to 2020 mainly 

due to Covid consequences but quickly recovered, and surprisingly, even during the conflicts 

between Russia and Ukraine, it has increased 6% from 2020 to 2021 and then slowed down 

to 3.1% from 2021 to 2022 (Figure 13 – Historical GDP Growth). The International Monetary 

Fund (IMF) projects that Global economy will continue to grow at an average rate of 3% 

(advanced economies are expected to slowly decrease GDP growth while developing 

economies will slightly increase). 

The pandemic had a big impact on unemployment rate due to lay-offs and cut-offs, it went 

from 5,5% in 2019 (the lowest unemployment rate recorded since 1994) to 6.9% in 2020 (the 

highest unemployment rate from the past decades) which helps justify the decrease in the 

economic growth. In 2022, it decreased to 5.8% which is similar to the “before Covid-19” 

level. 

 

Insurance Industry in Europe 

Europe recorded a Compound Annual Growth Rate (CAGR) of 2,75% in the Life segment 

and 6,01% in the non-life segment from 2017 to 2021. Life has a considerably lower CAGR 

because of its already considerate presence in Europe compared to the non-Life segment 

(mainly P&C) due to Life being essentially used for long-term saving by all major European 

countries. Nowadays, Europe’s insurers pay out EUR 2.8 billion a day in claims and benefits. 

 

Insurance Industry in the United States 

In the United States there is a noticeable difference between the premiums in the non-life 

segment than in the life segment with the non-life segment being a lot more relevant. United 

States showed a percentual change in the P&C segment of 61% from 2013 to 2022, while 

only showing a 24,7% increase in the Life segment. According to Global Data, it’s expected 

that the American Insurance Industry will reach a total of USD 3 trillion Gross Written 

Premiums by 2027. 

 

 

4. Industry Overview and Competitive Positioning 
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Figure 12 - Historical Inflation growth 

Source: World Bank 
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Insurance Industry in China & India 

Due to the lack of information in the emerging market related to the insurance industry, using 

these 2 economies together represent an accurate proxy to analyze the emerging market as a 

whole. From 2015 to 2018, they contributed 36% of the total growth in insurance premiums. 

From 2017 until 2021, there was an increase in the demand for insurance which resulted in 

an increase in the CAGR of both countries (3,84% for China and 4,74% for India). 

As the two most populated countries in the World, it’s clear to see that the market still has a 

ton of potential to grow and so it’s projected that the Asian-Pacific region will represent a 

total of 42% of worldwide premiums just by 2029 with China’s share being 20%. 

 

World Population 

As global population keeps increasing (Figure 14 - Global Population) and is expected to 

keep growing, the United Nations projected that total population would reach 9 billion by 

2030 and around 9.8 billion by mid-2050. East Asia & Pacific, despite being the region with 

the largest population, is also the region with the highest population growth rate which 

represents an important potential opportunity for insurance companies (Figure 15 - 

Population by regions). Although the global population keeps increasing, the percentual 

increase per year has been slowly decreasing since 1971. This increase leaves room for 

insurance companies to keep growing as their “costumer base” will also keep growing. It’s 

important to notice that most population growth is not from developed countries but is, 

instead, from developing nations which have been over the years less appealed to insurance 

due to cultural beliefs and less knowledge about the matter. In recent years, this has been 

proved to be changing as developing economies, as mentioned before, have been seeing 

higher numbers in terms of total and percentual “insured” population. 

 

Solvency II 

Solvency II is a prudential regime that sets requirements applicable to all insurance 

companies based in Europe to ensure the adequate protection of all customers and assesses 

the solvency of these companies through quantitative and qualitative measures. It was 

enforced in January 2016. 

It’s built on a 3-pillar structure: 

- Pillar 1: Quantitative Requirements (assets & liabilities valuation, capital requirements, 

etc.) 

- Pillar 2: Qualitative Requirements (includes governance and risk management and Own 

Risk & Solvency Assessment [ORSA]) 

- Pillar 3: Reporting and Disclosure 

 

Demand Drivers 

Legal Requirements and Economic Outlook: Insurance has an important role to provide 

safety and protection for individuals and companies that need to mitigate risk and that without 

insurance services, if an incident occurred, they wouldn’t be able to properly deal with it. In 

today’s world more than ever, there are many risks to be protected (all the way from a 

“simple” phone accident to “life” accident), some of them even are obliged by law, motor, 

and property for example. Adding to the already mentioned needs of today’s world, we also 

have the current economic uncertainty, surging prices and unforeseen events that make 

individuals want to be “insured” now more than ever as insurance companies help turn 

unexpected large costs into manageable smaller payments. 

Aging Population & GDP Growth: As the world’s population age continues to increase as 

well as the GDP per capita, health insurance and retirement pensions are becoming more 

Source: World Bank (million) 

Figure 15 - Population by regions 
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popular as years go by as it helps the needs of backup reserves when difficult economic and 

financial conditions emerge. 

Product modernization: As the world and its technology continue to evolve, so does the need 

for new insurance services that match the newly created products, for example, recently pet 

insurance is becoming more popular as the percentage popular that owns a pet is increasing. 

Cybersecurity is also becoming way more relevant as in this new digital era, cyberattacks 

have become a big issue to be dealt with. 

 

Supply Drivers 

Costs for claims coverage services: The main influences on supply for insurers are the costs 

implied in each claim and the specific cost to fix it. These costs are related to health care 

entities, car repair shops, property repair, construction and other specific procedures related 

to the insured product. The prices must be continuously adjusted and updated as a lot of 

economic indicators (interest rates, inflation, etc.) can fluctuate and affect the expenses of 

such services so if the price isn’t updated it will harm the financials and profitability of 

insurance companies. The price needs to be adjusted whether these economic indicators go 

up or down. If expenses become cheaper, insurance companies need to adjust in a way to 

provide a fair price compared to the prices in the market and not become considerably more  

expensive compared to competitors. If expenses become more expensive, insurance 

companies need to quickly adjust so that irregular losses don’t occur. 

Distribution Channels: The services provided by insurance companies are distributed through 

different methods, mainly through agencies, brokers, partnerships, financial advisors, and 

direct contact with customers. 

 

Mergers & Acquisitions 

As mentioned previously in the History of Zurich, the group did numerous Mergers & 

Acquisitions (M&A) throughout the years. It’s a very common procedure in the insurance 

industry and most leading companies got to where they are through M&As that enable them 

to increase their market share by increasing their demographic presence, increasing network, 

increasing, and improving their services and “know-how”. 

M&A deals increased 33,3% from 2016 to 2021 (Figure 16 - Value of M&A insurance deals). 

From 2021 to 2022, total transactions fell from 869 in 2021 to 638 in 2021 with an overall 

volume decrease of 69% (from USD 57,5 billion to USD 17,7 billion), this is mainly due to 

highly uncertain conditions in the global economy from the conflicts between Russia and 

Ukraine and accelerating inflation. 

 

Trends 

Digital Era: With technology evolving at an abrupt rate and insurance services becoming 

more and more digital, including their distribution channels, has created a lot more exposure 

to customers which has drastically increased the levels of demand. InsurTechs are becoming 

more and more relevant as technology keeps gaining importance in today’s world, it refers 

to technological innovations created to improve the efficiency of insurance companies. 

 

Global awareness of risk 

The access to information is becoming easier and easier with all the access we have to social 

media, journals, television, news which has led to population being way more aware of 

personal risks of all types (health, life, motor, pensions) which has resulted in a significant 

growth in demand. A recent example of this is the Covid-19 pandemic which caused a lot of 

awareness for health/life insurance and created new opportunities for insurance companies. 
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Table 4 - Peer's revenue in 2022 

Sustainability 

Recently, sustainability became a key “ingredient” for a company’s long-term success. 

Adopting sustainable practices and integrating sustainability into each insurance company’s 

core functions is becoming crucial to set themselves apart from other companies. Companies 

are imposing greener goals and seeking out greener opportunities to overcome today’s 

challenges without compromising tomorrow. The overall focus is becoming not only on the 

company itself and its costumer but also on all people and the whole planet. This is mainly 

done through greener investments, addressing global environmental issues, and aiming for 

inclusivity and transparency. 

Apart from those measures, insurance companies are also limiting or even completely 

stopping the business done with segments that are highly pollutant and adjusting their 

portfolio investments to greener options. 

 

Competitive Positioning – Peers Analysis 

 To properly decide the adequate peers, we compared multiple companies using factors such  

as market cap, revenues, assets, employees, customers, solvency ratio, combined ratio, 

country/continent of headquarters, services offered, and regions where said services are 

offered. While being aware that 2 companies are never equal or even similar and having all 

these factors in consideration, it’s safe to assume that the following group of peers is 

appropriate: Generali, Chubb, MetLife, and AIG (Table 4 - Peer's revenue in 2022). 

 

There are other companies that could arguably be considered but were cut out mainly due to 

size difference and/or having a strong focus in reinsurance (e.g., AEGON, AXA, Allianz, 

Munich Re, AVIVA, etc.) 

 

All the chosen companies operate in EMEA, Latin America, North America and APAC and 

offer very similar services (P&C insurance, Health & Life insurance, Savings insurance, 

Asset Management and Business insurance). The Combined Ratio of the peers’ ranges from 

87,60% to 94,60% while the Solvency Ratio ranges from 177% to 283%. It is required by the 

European Insurance and Occupational Pensions Authority that the solvency ratio is at least 

150%. 

 

Porters 5 Forces 

Suppliers’ Bargaining Power (HIGH 4): Suppliers can easily pressure insurance companies 

through the raise of prices, lowering quality or tightening control. In the past, with the main 

distribution channels being agents and brokers, they had the “power” to influence 

policyholders onto specific services and specific insurance companies. With the digitalization 

of the modern world, insurance companies now have more means to reach customers directly 

and minimize the bargaining power of suppliers. 

 

Buyers’ Bargaining Power (HIGH 4): Large corporate customers that pay millions of dollars 

in premiums have always had considerable bargaining power and still do considering their 

enormous side and their importance and significance to the insurance company. Recently, 

individual customers have been gaining relevance and bargaining power mainly due to the 

digitalization of services and the exponential growth of social media. This allowed modern 

buyers to be more demanding towards personalized services and care for the premiums paid. 

 

Threat of Substitutes (VERY LOW 1): Historically, insurance companies have never dealt 

with a relevant substitute. In the future, the InsurTech movement might innovate insurance 

Company Revenues 2022 

(USD Billion) 

Zurich  41,43 

AIG   56,54 

MetLife  69,90 

Generali  76,76 

Chubb  43,12 

Source: Companies’ annual reports 
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products towards being more digital, more accessible, and more customized and in the end 

become more attractive, especially towards a younger audience. 

 

Competition between Suppliers (HIGH 4): There is little to no product differentiation in the 

industry because product creation comes mainly from external risks. The price of such 

products is also extremely regulated so the main way for companies to distinguish themselves 

comes from the quality of the policyholder services provided. This means that companies 

need to innovate their distribution channels in order to improve customer satisfaction and 

build their loyalty. All these factors lead to intense competition in the industry. 

 

Threat of New Entrants (MEDIUM 3): Even though the insurance industry is highly regulated 

and presents high difficulty to capture a notable market share which causes a significant 

barrier for new entrants, there is also a rising trend of the InsurTech movement which is 

leaving “open space” for new entrants to take if the current market competitors don’t innovate 

and join/adapt to this movement. Since insurance companies can adapt to InsurTech, so can 

the technology companies adapt to InsurTech, so the big techs are also present a relevant 

threat (e.g., Amazon, Google, Tesla) as if they decide to innovate and take part of this 

movement, with their current size and brand loyalty we could see a huge movement from 

clients to their insurance products. It’s not as likely that technology companies will enter the 

insurance market as it is more difficult and not as relevant for them while insurance 

companies will have to adapt their products technologically (Figure 17 - Porters 5 Forces).  

 

SWOT Analysis 

Figure 18 - SWOT Analysis 

Strengths Weaknesses 

- Strong global presence and 

financial position 

- Excellent ESG ratings and 

measures 

- Swiss Solvency Test ratio of 265% 

- Attractive and stable dividend 

policy of 75% 

- European and North America 

represent 81% of total revenues 

- Lower investments in Information 

and Communication Technology 

than the sector’s average 

 

Opportunities Threats 

- Invest in new digital technology 

and emerge as innovator in the 

market 

- Do market research about 

InsurTechs and potentially invest 

to become one 

- Rise in demand as access to 

information and awareness for risk 

increases 

- Emerging markets and gain 

significant market share in the 

regions (mainly APAC and Latin 

America) 

- New InsurTech entrants 

- Cyberattacks 

- Catastrophes (natural and human-

caused) 

- Exposure to currency fluctuations 

due to global presence 

- Competition 

- Fluctuating interest rates 

- Freelancing (majority of gig 

economy doesn’t oblige insurance 

which can result in huge losses as 

it keeps becoming more popular) 

 

 

 

Figure 17 - Porters 5 Forces 

Source: Author Analysis 

Source: Author Analysis 
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Table 5 - Valuation Summary 

Valuation 

 Zurich has a HOLD recommendation with a Price Target of CHF 434,38 with an upside 

potential of 5,02% compared to its Closing Price September 07, 2023, of CHF 413,60 (Table 

5 - Valuation Summary). The main valuation is done using the Dividend Discount Model 

(DDM). It is complemented with a Residual Income Valuation (where the Price Target 

reached was CHF 441,73 and an upside of 6,80%) and a Multiples Valuation using the 4 

main peers, MetLife, Chubb, AIG, and Generali (where the Price Target reached was CHF 

435,18 suggesting a potential increase of 5,22 % and another Multiples Valuation using more 

companies in the sector that also have similarities with Zurich although not as relevant as the 

4 main peers where the Price Target reached was 464,18 indicating a upside potential of 

12,23%). With all valuations pointing towards a potential increase, we strongly believe both 

the DDM and Residual Income Valuation represent a more accurate and in-depth valuation 

for the group, and both indicate a higher potential increase and that the group is slightly 

undervalued. The undervaluation of the group derives mainly from: 

- The group’s slight underperformance in 2022 which was due mainly to world 

instability and Ukraine-Russian conflicts. 

- Its’ early strong focus on sustainability which is proving to be a strong point for 

the group as years go by. 

- Significant gain in North America’s and APAC’s market share with potential to 

be even bigger. 

 

Company Overview 

The group is mainly focused on its sustainability goals and performance all around the world. 

With a stable market share in EMEA and a growing market share in North America, APAC 

and Latin America the group’s premiums have been increasing. Zurich’s 75% pay-out 

dividend policy is one of the groups’ strong points as they’ve been repeatedly able to perform 

and deliver it. 

 

Investment Risk 

We consider this investment to be of medium risk considering that it depends on its ability 

to gain market share in underdeveloped regions in terms of insurance and keep performing 

in EMEA and North America. Besides this, the insurance industry itself always presents risk 

as natural and human-made catastrophes are unpredictable and so is its respective potential 

loss. 

 

 

The valuation of Zurich’s Insurance Group is done through the Dividend Discount Model 

complemented with a Residual Income and Multiples Valuation. 

 

DDM Valuation 

Through the DDM Valuation we’ve reached a price target of CHF 434,38 with an upside 

potential of 5,02% compared to a closing price of CHF 413,60 on September 07, 2023 

(Table 6 - DDM Price Target). With the price reached we can conclude that Zurich is slightly 

undervalued. 

To do the DDM Valuation, we compute the Net Income attributable to Shareholders, the cost 

of equity and used a pay-out ratio to forecast the dividends (Appendix 13). We decided to 

use the DDM because it is a suitable and reliable method to value financial institutions with 

5. Investment Summary 

Date 07-09-2023 

Closing Price CHF 413,60 

Shares 

Outstanding 

150 460 167 

Price Target 

DDM 

CHF 434,38 

Price Target 

Residual Income 

CHF 441,73 

Price Target 

Multiples 

Valuation 

CHF 435,18 

Recommendation HOLD 

Upside Potential 5,02% 

Investment Risk MEDIUM 

6. Valuation 

Pay-Out Ratio 75% 

Close Price 07-09-23 CHF 413,60 

Price Target DDM CHF 434,38 

Upside Potential 5,02% 

 

Source: Author Analysis 

Table 6 - DDM Price Target 

Source: Author Analysis 



 

12 
 

a constant dividend pay-out ratio and stable growth as is the case with Zurich’s group. We 

consider a 10-year period forecasted (2023-2032) complemented with the respective terminal 

value. 

DDM was calculated according to the following formula: 

 

Target Price DDM = Sum of the Present Value of Future Dividends + Present Value of 

Terminal Value  

  

Forecast Assumptions 

The DDM model is most sensitive to the following variables: 

 

Gross Written Premiums (GWP) and Policy Fees: To forecast GWP we divide it by regions 

(EMEA, North America, Asia Pacific, and Latin America) and divide the regions by Property 

& Casualty and Life sector (Appendix 8). The respective growth of each region and sector 

was forecasted using its’ past relation with historical GDP Growth having in consideration 

World Events happening mainly in 2019-2022 (Covid Pandemic, unstable inflation scenario 

and Russia-Ukraine conflicts). Also considering Zurich’s expectance to keep growing its 

market share across the world and mainly take advantage of the opportunity to keep growing 

in the Asian market in the next few years (Appendix 9). This led to an overall growth of 65% 

from 2022 to 2031 with most of that growth happening in the next 4 to 5 years (Figure 19 - 

Forecasted GWP by region). We also compared the values obtained with Damodaran’s 

expected growth in Revenues for the next 2 years of the sector. 

 

Insurance benefits and losses, gross of reinsurance is forecasted using its past average weight 

related to Gross Written Premiums and Policy Fees and using that average rate on the 

forecasted values. 

 

Net Investment result on unit-linked contracts is assumed to go up 10% each year on average. 

This is mainly due to Zurich’s strong focus on improving its investments over the next few 

years and building reliable income from it. It’s been relatively unstable in previous years with 

an average of 90% growth rate in the past 5 years. We assume more conservative values, not 

only because of the events happening in the world today, but also because it’s an unrealistic 

growth rate. The group has values of 500% and also -140% which don’t represent stable and 

sustainable values for the future so we concluded a more conservative and stable approach 

would be more adequate. The starting forecasted value of 2023 is the average value of the 

past 5 years. 

 

Liabilities for Insurance Contracts are forecasted using the multiplier related to total gross 

written premiums of the past year. Even though it’s expected by some that liabilities related 

to insurance contracts in the future will increase, this has been a “statement” for the past years 

and it’s still not accurate. The multiplier has been stable and even decreased in 2021 and 2022 

hence why we used the multiplier of that year with adjustments made year to year (Appendix 

11). 

 

Pay-out ratio is expected to remain at 75% in future years as announced by the group.  
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Cost of equity (Ke) is used to discount future dividends. To calculate the cost of equity we 

use the Capital Asset Pricing Model (CAPM) 

 

Ke = Risk-Free rate + Levered Beta * Market Risk Premium 

 

The risk-free rate used is an average of the 10-Year Government bond yields of Switzerland 

and Germany for a total of 65% of the rate and the remaining 35% using the US 10-Year 

Government bonds totaling a rate of 2,59% (Bloomberg, 2023).  

 

The Levered Beta used isn’t Zurich’s levered beta of the past 5 years as we considered it was 

best to use an average levered beta of the insurance industry (by Damoradan) because the 

group’s beta will likely tend towards the beta of the industry over the years which gives us a 

more realistic value, 1,23. 

 

The Market Risk Premium used is an average of the Market Risk Premiums of every country 

(by Damodaran) the group is present in considering its average weight in 2021’s gross written 

premiums (39% US, 9% Latin America, 42% EMEA, 10% Asian Pacific). 

All Ke assumptions are specified in Appendix 12 and table 7 (- Cost of Equity). 

 

Multiples Valuation 

Another valuation considered to complement the recommendation is the Multiples Valuation 

(Appendix 15). With this valuation we reach a final price target of CHF 435,18 with a 

potential drop of 5,22 % (Table 8 - Multiples Valuation Price Target). 

It’s important to remark that all companies, even in the same industry, have different 

structures, sizes, strategies and thus are very different from each other. The peers used for 

the multiple’s valuation were MetLife, Chubb, AIG, and Generali. All these companies offer 

the same services as Zurich, and they all serve the same regions and are also comparable in 

terms of size and ratios (Table 9 - Peers Analysis). 

The ratios and indicators used to compare and choose peers besides services offered and 

respective regions were Revenues, Assets, Liabilities, Employees, Customers, Solvency 

Ratio and Property and Casualty Combined Ratio. 

 

Table 9 - Peers Analysis 

In USD Zurich Generali MetLife Chubb AIG 

Headquarters Switzerland Italy US US US 

Revenues 2022 (Bn) 41,43 76,76 69,90 43,12 56,54 

Assets 2022 (Bn) 377,78 519,05 666,61 199,12 526,63 

Liabilities 2022 (Bn) 349,87 500,91 639,32 148,58 484,40 

Employees 2022 59400 82000 45000 34000 26200 

Customers 2022 (M) >55 68 100 N.D. N.D. 

Solvency Ratio 2022 265% 228% 283% 177% N.D. 

           

Services           

Property & Casualty Insurance ✓ ✓ ✓ ✓ ✓ 

Health Insurance ✓ ✓ ✓ ✓ ✓ 

Life Insurance ✓ ✓ ✓ ✓ ✓ 

P/E Price Target CHF 455,13 

P/S Price Target CHF 415,23 

Close Price 07-09-23 CHF 413,60 

Multiples Valuation 

Price Target  

CHF 435,18               
(+5,22%) 

 

 

Risk-Free Rate 2,59% 

Zurich's Levered Beta  0,65 

Industry’s Levered 

Beta 

1,23 

Market Risk 

Premium 

7.10% 

Cost of Equity 11,32% 
 

Table 7 - Cost of Equity 

Source: Author Analysis 

Source: Author Analysis 

Table 8 - Multiples Valuation Price Target 
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Savings ✓ ✓ ✓ ✓ ✓ 

Banking X X X X X 

Asset Management ✓ ✓ ✓ ✓ ✓ 

Business Insurance ✓ ✓ ✓ ✓ ✓ 

Profitability Indicators           

P&C Combined Ratio 2022 94,30% 93,20% N.D. 87,60% 91,90% 

Regions           

EMEA ✓ ✓ ✓ ✓ ✓ 

Latin America ✓ ✓ ✓ ✓ ✓ 

North America ✓ ✓ ✓ ✓ ✓ 

APAC ✓ ✓ ✓ ✓ ✓ 

Notes 
      Stronger focus in reinsurance 

& US based 
US based 

      
 

 

Using more companies that are not as similar to Zurich as the peers previously mentioned 

but also have relevant similarities (AXA, Allianz, Generali, Chubb, MetLife, AIG, Swiss 

Life Holding AG and Swiss RE) to get a better industry proxy, the price achieved was CHF 

464,18 which leads to an upside of 12,23%. 

 

Residual Income 

The residual income valuation is also used as a complement. The price reached was CHF 

441,73 with an upside potential of 6,80% compared to a closing price of CHF 413,60 on 

September 07, 2023 (Table 10 - Residual Income Valuation Price Target). Which supports 

the DDM Valuation conclusion that Zurich’s group is undervalued. The valuation is 

performed by using the forecasted net income attributable to shareholders, the cost of equity, 

forecasted equity and a persistent factor (Appendix 14). With these we are able to calculate 

the residual income and the respective terminal value that allows us to calculate the value 

of the company and its stock price. The persistent factor assumed is 0,70 as the insurance 

industry has a relatively high ROE and a strong policyholder retention.  The residual income 

valuation is similar to the DDM valuation, the main difference being that the DDM valuation 

uses future dividend payment to evaluate the company while the residual income valuation 

uses future residual earnings: 

 

Target Price using Residual Income = Sum of Present Value of Future Residual Earnings 

+ Present Value of Terminal Value 

 

 

Gross Written Premiums by region 

Regarding Gross Written Premiums by region, we see an increase of 2,27% from 2018 to 

2022 in EMEA, an increase of 42,95% in North America, an increase of 39,98% in APAC 

and a decrease of 4,95% in Latin America (Figure 20 - Historical GWP by region). The low 

increase in EMEA can be explained to the fact that this is the major region from the group 

and the one already closer to maturity in addiction to it being severely affected by the 

conflicts between Ukraine and Russia. This is where the majority of the group’s revenues 

come from, and it’s expected to keep increasing but at a slower and steadier rate. The group 

is exploring a market share gain in both NA and APAC as we can see from the respective 

growth rates, the APAC market is way less saturated which allows the group to have a higher 

7. Financial Analysis 

Growth Rate 6,06% 

Close Price 07-09-23 CHF 413,60 

Price Target Residual 

Income 

CHF 441,73 

Persistent Factor 0,70 

Upside Potential 6,80% 
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Figure 20 - Historical GWP by region 
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growth rate compared to NA. Latin America is a big incognita as of now mainly because of 

cultural differences and a struggling economy hence why the growth rate has been negative 

over the past years. It’s important to note that 2019-2022 were years marked by instability 

and filled with uncertainty but even then, only EMEA presented a small negative -2,25% 

change in 2019 and -4,18% in 2022 and the only negative change besides that was in Latin 

America in 2020 (-23,05%). 

 

Net Margin (Net Income/Gross Written Premiums) 

It’s important to understand if the increase in gross written premiums also leads to an increase 

in net income because an increase in GWP doesn’t necessarily mean that the company is 

improving if it doesn’t translate to an increase in net income. From 2018 to 2022, even with 

recent uncertainties, the group managed to consistently increase gross written premiums 

yearly. The same can’t be said regarding net income, it has consistently grown around 21% 

on average per year over the past 6 years if we exclude 2020 and 2022. 2020 saw a decrease 

of 7% mainly due to the rise of the covid pandemic that led to a rise in insurance losses and 

2022 saw a decrease of 9,29% mainly due to the conflicts between Ukraine and Russia. 

Despite that, the net margin has been consistently increasing, except in 2020 and 2022 where 

it saw a small decrease of 7,17% and 14,02%, respectively when compared to the prior year 

(Figure 21 - Historical Net Margin). 

 

Return on Equity 

The group’s Return on Equity (ROE) has presented stable results from 2018 to 2022 showing 

an increase of 41%. It has not been consistently increasing year to year but, again, the results 

were impacted by the uncertainties lived in the world during 2020 until 2022. Mainly 2020, 

where ROE decreased 14,80%. It rapidly recovered in 2021 and 2022 with an increase of 

35,56% and 27,29%, respectively (Figure 22 - Historical Return on Equity). We predict a 

decrease of ROE of 11,32 % in 2023 mainly due to the economy’s recovery from covid and 

also due to inflation. After that, mainly due to Zurich’s strategy and the overall growth of the 

insurance industry, I expect ROE to increase slowly and steadily at an average rate of 2,33% 

reaching 19,24% in 2023 (Appendix 7). 

 

Dividend Policy 

The group’s dividend policy is very attractive to investors and consistently distributes stable 

and growing dividends. The group has a pay-out ratio of 75% and has declared that it’ll stay 

at 75% in the foreseeable future.  

 

Solvency 

The Swiss Solvency Test ratio (SST) is a complex ratio that evaluates available and required 

capital based on the valuation of the group’s assets and liabilities while also paying attention 

to what’s happening and what can eventually happen in the financial markets, credit risks 

and underwriting. The group’s goal has been to continuously have an SST ratio higher than 

160%. From 2020 until 2022, the group’s ratio went from 182% to 265% (Figure 23 - Zurich's 

SST Ratio) meaning the group has a notable financial strength and a solid look regarding 

their long-term continuity. 
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Market Risks 

 

Macroeconomics (MR1) 

Expectations that the world economy will slow down after reaching pre-covid levels. 

Tensions between Ukraine and Russia and the threat of war affecting mainly Europe but also 

the entire world economy, will also affect the group who has 42% of the revenues coming 

from European services. It's possible that in the future, there will be no threat of war, and the 

world might keep expanding with positive Macroeconomic trends, surpassing pre-covid 

numbers but it's a very present risk in the world we live in. 

 

Increase in Interest Rates (MR2) 

Changes in interest rates can affect the group negatively because the group has a considerable 

portfolio of fixed income instruments. Existing bonds usually devaluate with high interest 

rates since new bonds generate higher yields. On top of that the rise in interest rates might 

also devalue certain assets such as equity instruments or real estate. 

 

Exchange Rates (MR3) 

In the uncertainty the world is nowadays related to almost every subject, including economics 

and exchange rates, and considering the group is very exposed to innumerous exchanges rates 

across the globe since a large percentage of revenues come from countries with a different 

currency than Swiss Franc and Euro. 

 

Operational Risks 

 

Rising prices of services insured (OR1)  

Whether it is due to the very high level of inflation we are currently living in or any other 

reason that makes prices go up in the services the group insures, it'll cause costs and claims 

paid to increase by a considerable margin. This will cause premiums to be more expensive 

and might cause a decrease in demand. 

 

Sustainability & Green World (OR2) 

The world is changing and in need of "help". The "green world" issue is coming to stay and 

is becoming more and more relevant day-by-day. Countries and companies are taking action 

in making the world healthier to avoid "future" consequences. The problem is, we're already 

in that "future" and facing severe consequences. This has caused the temperature to change, 

natural catastrophes to increase and weather to significantly change for the worse. We're 

already seeing a huge increase in catastrophes (Figure 24 - Total natural catastrophes) which 

is causing a lot of damage not only to property but also people, which means, there are a lot 

more claims that need to be paid. 

 

Insurtechs (OR3) 

As the world continues to evolve and becomes a digital world, so will the insurance sector. 

There are already companies focused on both technology and insurance called "Insurtechs". 

They use technological innovations designed to make their insurance model and process way 

more efficient. This will crucially increase competitiveness and the group will be forced to 

properly adapt and innovate. 

 

8. Investment Risks 
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Figure 25 - Risk Matrix 

Digital Threats (OR4)  

As mentioned before, we are and will continue to evolve into a digital world. This also means 

dealing with the new digital threats. Cybersecurity will be a huge concern for most companies 

(including the group) so even though it is a huge market opportunity it is also a concern the 

group needs to have. As we've seen in today's world a cyber-attack can cost millions in a 

matter of seconds. 

 

Regulatory and Legal Risks 

 

Change of obligations or increase of taxes (RLR1) 

The change of obligations might cause lower gross written premiums due to a decrease in 

demand. Since there are certain insurance services that are obliged by law in the majority of 

countries, a change in that law would cause demand to drastically decrease. On the other side, 

the increase of restrictions might affect the group. Whether it is certain restrictions regarding 

the environment or putting a certain limit on the companies/sectors the group is allowed to 

work with. An increase in taxes would also negatively affect the group's performance for 

obvious reasons. 

  
Sensitivity Analysis 

 

Zurich’s performance has been very stable over the years. That has been proved by the 

strong results independently of factors of a big scale happening in the world and outside of 
the group. The group’s stock is less volatile than 75% of SIX Swiss Exchange stocks. 

Nonetheless, we performed a sensitivity analysis to determine the Price Target volatility to 

changes on two key assumptions: beta, and terminal growth. We considered a 1% change in 

between terminal growths and a 0,05 in between betas. 

 
Figure 26 - Sensitivity Analysis 

 
 
 
Figure 27 - Sensitivity Analysis showing percentual change 

 
 
 
Zurich is aiming to have a compound growth in Earnings-per-Share (EPS) of at least 8% 

per year, with the valuation performed we reached a compound growth in EPS of 5,43% 
which is more conservative than the group’s goal but, in our view, seems more reasonable, 

reachable, and mainly sustainable in the long term. If the group is able to achieve its goal, 

the upside potential of its stock will be considerably more attractive. Using a DDM 

valuation with the group’s goal of a compound growth rate of 8%, we’d have a price target 

of CHF 596,62 which represents a potential upside of 44,25% (Appendix 16).

Source: Author Analysis 

Source: Author Analysis 

Source: Author Analysis 
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Appendices 

Appendix 1 - Balance Sheet 

 

 

 

 

 

 



 

19 
 

Appendix 2 - Income Statement 
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Appendix 3 - Cash Flow Statement 
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Appendix 4 - Forecasted Balance Sheet 
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Appendix 5 - Forecasted Income Statement 
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Appendix 6 - Forecasted Cash Flow Statement 
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Appendix 7 - Relevant Ratios and Indicators 

 

Appendix 8 - Annual growth of gross premium per region, Short-Term Targets and Strategy 
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Appendix 9 - Income Statement Assumptions 
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Appendix 10 - Statement of Cash Flow Assumptions 

 

 

Appendix 11 - Balance Sheet Assumptions 
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Appendix 12 - Cost of Equity Assumption 
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Appendix 13 - DDM Valuation 

 
 
 
 
 

 

Appendix 14 - Residual Income Valuation 
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Appendix 15 - Multiples Valuation 

 
 

 
 
 

Appendix 16 - DDM Valuation using Zurich’s goal of 8% compound growth rate 
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defined by Article 12º A of the Código do Mercado de Valores Mobiliários (Portuguese Securities 

Market Code). The students are not registered with Comissão de Mercado de Valores Mobiliários 

(CMVM) as financial analysts, financial intermediaries or entities/persons offering any service of 

financial intermediation, to which Regulamento (Regulation) 3º/2010 of CMVM would be applicable. 

This report was prepared by a Master’s student in Finance at ISEG – Lisbon School of Economics and 

Management, exclusively for the Master’s Final Work. The opinions expressed and estimates 

contained herein reflect the personal views of the author about the subject company, for which he/she 

is sole responsible. Neither ISEG, nor its faculty accepts responsibility whatsoever for the content of 

this report or any consequences of its use. The valuation methodologies and the financial model 

contained in this report was revised by the supervisor. 

The information set forth herein has been obtained or derived from sources generally available to the 

public and believed by the author to be reliable, but the author does not make any representation or 

warranty, express or implied, as to its accuracy or completeness. The information is not intended to 

be used as the basis of any investment decisions by any person or entity. 

 

Recommendation System 

 Level of Risk SELL REDUCE HOLD/NEUTRAL BUY STRONG BUY 

High Risk 0%≤ >0% & ≤10% >10% & ≤20% >20% & ≤45% >45% 

Medium Risk -5%≤ >-5% & ≤5% >5% & ≤15% >15% & ≤30% >30% 

Low Risk -10%≤ >-10% & ≤0% >0% & ≤10% >10% & ≤20% >20% 

 
 


