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Life insurance drives global premium growth
as interest rates remain higher for longer,

says Swiss Re Institute

e Total global insurance premiums set to grow at 2.6% annually
in 2025 and 2026, with elevated interest rates, mainly in the
US, supporting insurers' profitability

¢ Premium growth primarily driven by life insurance, which is
forecast to grow globally by 3% per year, more than double the
rate of the past ten years

e Swiss Re Institute forecasts solid global economic growth of
2.8% for 2025 and 2.7% for 2026, while geopolitical and
financial risks are building up

London, 19 November 2024 - Global life insurance premiums are
forecast to grow at an annual rate of 3% in 2025 and 2026, more
than double the rate of the past ten years. According to the new
sigma report "Growth in the shadow of (geo-)politics", rising real
wages, still elevated interest rates in key markets like the US, ageing
populations, and a growing middle class in emerging markets
continue to support global demand.

Paul Murray, Swiss Re's CEO Life & Health Reinsurance, says: "The baby
boomers are entering retirement at a time when higher interest rates
reinvigorate the insurance savings market. It's a favourable convergence,
since retirees are looking for stable and worry-free income, and the
insurance industry is stepping up to meet this demand. Driven by a still
elevated interest rate environment in the US, global life insurance
premiums are set to reach USD 4.8 trillion by 2035, up from

USD 3.1 trillionin 2024"

Savings products: record sales in the US, strong demand in China
Consumers worldwide are taking advantage of still elevated interest rates.
The growth trend is strongest in the US, where individual annuity sales are
expected to reach a new record of over USD 400 billion in 2024, well
above the USD 234 billion average of the past ten years.

The demand for fixed-rate annuities in the UK should also stay elevated in
2024 before slowing down during 2025 and 2026. In China, the
anticipated reduction in guaranteed interest rates for savings products has
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been boosting sales. This high demand is expected to persist in the
medium term, driven by the appeal of longer-term savings products.

According to the sigma report, consumers in advanced markets will
increasingly pivot from fixed annuities towards index-linked policies in the
following two years, as central banks lower interest rates. In Europe, unit-
linked sales are rising strongly this year, particularly in Italy and France.
Swiss Re Institute expects this trend to expand to the US and other
markets from 2025. Index-linked policies are designed to provide returns
that are tied to a specific financial index, while unit-linked life insurance
products invest in various market-linked funds, such as equities, bonds, or
a combination of both, while also ensuring life coverage.

Life risk protection stable, but growing below long-term trend

The life risk protection business has been growing more steadily than the
savings business in recent years. Swiss Re Institute forecasts 2.7% annual
premium growth in 2025 and 2026, below the long-term trend of 3.7%
per year from 2014 to 2023. The demand for protection products is
generally less responsive to changes in interest rates, with re-pricing
slower to materialise, but the opportunity to grow the business remains.
According to the sigma report, European markets see robust demand for
disability and long-term care insurance. Looking ahead, the demand for
risk protection will be driven by cyclical factors such as improving
mortgage markets, and structural trends like rising costs of healthcare and
nursing services, an aging population as well as attractive product
bundling. In the US, individual life protection sales are expected to remain
flat, while group life and health sales are slightly more resilient, supported
by strong employment levels and wage gains.

Non-life insurance: more profit, but less premium growth

Following the repricing of risk in response to elevated claims, Swiss Re
Institute expects a decade-high 4.3% global premium growth in 2024. In
the following two years, premium growth is expected to decelerate, with
global non-life premiums forecast to grow 2.3% annually in real terms,
below the 3.1% average of the last five years.

Further improvements in investment results from still elevated interest
rates should support overall profitability of non-life insurers. Swiss Re
Institute forecasts an industry return on equity (ROE) at 10% in 2025 and
2026 in the six largest non-life insurance markets, which would exceed
the cost of capital.

Solid global economic growth, but significant regional divergences
Global economic growth is set to continue at a solid pace. Swiss Re
Institute forecasts global real GDP growth at 2.8% for 2025 and 2.7% for
2026, down from the 3.1% average growth of the pre-pandemic decade.
However, there are significant regional divergences and risks are skewed
to more adverse scenarios amid heightened geopolitical tensions and
trade policy uncertainty.
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Jérdbme Jean Haegeli, Swiss Re's Group Chief Economist, says: "We see
higher inflation risks and chances of less interest rate cuts than previously
assumed, particularly in the US given the election outcome and the
continued strong economy. Still elevated interest rates could further boost
primary insurance markets, especially in life insurance, but a more fragile
overall economic environment and volatile geopolitical backdrop raises
risks of adverse macro scenarios. Early and proactive scenario monitoring
will be critical for the insurance industry."

The US, Europe and China follow diverging paths

The US election outcome of 2024 could bring about greater divergences
between countries in terms of growth, inflation and central bank interest
rate outlooks over the next two years. US growth exceptionalism is
expected to continue, even as sequential growth rates moderate.
According to the sigma report, US real GDP is set to grow by 2.8% in
2024,by 2.2%in 2025 and 2.1% in 2026 respectively. This growth is
underpinned by still healthy US consumer fundamentals: Net wealth is
near record highs, up roughly USD 50 trillion relative to pre-pandemic
(2019) levels, and recent GDP revisions show greater savings than
previously accounted for.

The European economies are at risk of being disproportionately affected
by rising global trade tensions and the resulting uncertainty. Europe is
expected to underperform relative to the US and its own pre-pandemic
trend. Swiss Re Institute forecasts the Euro-area economy growing from
0.7%in 202410 0.9% in 2025 and 1.1% in 2026, with risks skewed to
the downside.

As the Chinese economy is expected to undergo a structural slowdown in
the coming years, China's real GDP growth is projected to moderate to
4.6%in 2025 and 4.1% in 2026. The recent monetary easing and fiscal
stimulus measures announced this autumn should help to shore up near-
term business sentiment but are unlikely to solve longer-term structural
issues.
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Table 1: Real GDP growth and CPI inflation forecasts, 2023 to 2026F

2023 2024F 2025F  2026F

:jiLSlzpvgg_rOWth' Global 2.8% 2.8% 2.8% 2.7%
uUs 2.9% 2.8% 2.2% 2.1%

UK 0.3% 0.9% 1.2% 1.5%

Euro area 0.5% 0.7% 0.9% 1.1%

Japan 1.9% -0.1% 1.2% 0.9%

China 5.2% 4.9% 4.6% 4.1%

;”:'najflgvﬂ"tems CPL, Global 5.8% 5.1% 3.3% 3.0%
uUs 4.1% 2.9% 2.5% 2.4%

UK 7.4% 2.5% 2.2% 2.3%

Euro area 5.5% 2.3% 2.0% 2.1%

Japan 3.6% 2.6% 2.0% 2.0%

China 0.2% 0.4% 11% 1.5%

F = forecasts. Data as of 11 November 2024.
Source: Swiss Re Institute, Bloomberg

Table 2: Insurance premium growth forecast in real terms

Total Non-life Life

2024F ;ggg; 2024F igii; 2024F igig;

World 4.6% 2.6% 4.3% 2.3% 50%  3.0%
Advanced Al 41% 2.0% 4.3% 1.9% 40%  2.0%
markets North America 5.2% 1.9% 4.6% 1.9% 71%  1.8%
Western Europe 2.7% 1.8% 3.7% 1.7% 2.5% 1.9%

Asia Pacific 2.2% 2.6% 3.2% 3.0% 1.9%  2.5%

Emerging Al 6.7% 5.3% 4.3% 41% 7.9%  5.7%
markets Excl. China 5.8% 5.1% 4.7% 42% | 65% 5.6%
China 7.6% 5.6% 3.9% 4.1% 89%  5.7%

F = forecasts. Data as of 11 November 2024.
Source: Swiss Re Institute, Bloomberg

How to order this sigma study:
Sigma 5/2024, "Growth in the shadow of (geo-)politics — global economic and insurance
market outlook 2025—-26" is available in electronic format. You can download it here.

Disclaimer

Although all the information discussed herein was taken from reliable sources, Swiss Re
does not accept any responsibility for the accuracy or comprehensiveness of the information
given or forward-looking statements made. The information provided and forward-looking
statements made are for informational purposes only and in no way constitute or should be
taken to reflect Swiss Re’s position, in particular in relation to any ongoing or future dispute.
In no event shall Swiss Re be liable for any financial or consequential loss or damage arising
in connection with the use of this information and readers are cautioned not to place undue
reliance on forward-looking statements. Swiss Re undertakes no obligation to publicly revise
or update any forward-looking statements, whether as a result of new information, future
events or otherwise.

About Swiss Re

The Swiss Re Group is one of the world's leading providers of reinsurance, insurance and
other forms of insurance-based risk transfer, working to make the world more resilient. It

anticipates and manages risk — from natural catastrophes to climate change, from ageing
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populations to cyber crime. The aim of the Swiss Re Group is to enable society to thrive and
progress, creating new opportunities and solutions for its clients. Headquartered in Zurich,
Switzerland, where it was founded in 1863, the Swiss Re Group operates through a network
of around 80 offices globally.
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