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Florence now threatens up to $15bn losses

PartnerRe reaping reward of private pureplay reinsurer strategy

Hurricane Florence, which is barrelling toward 
the Carolinas on America’s East Coast, is now 
expected to wreak up to $15bn in insured 
losses, a lower top-end estimate than 
some were projecting earlier this week.

The storm was nearing Category 5 
strength with winds of 140 mph at time 
of going to press but the wind speed is 
now expected to decay a little quicker 
than expected when it makes landfall 
that may reduce the impact of losses. 
One significant uncertainty, however, 
remains on surge and inland flooding 
losses.

It is expected to make landfall near 
the border between North and South 
Carolina late on Thursday evening local 
time in the US.

Modeling firm RMS said yesterday 
that based on historical comparisons, it 
now expects insured losses of between 
$8bn and $15bn, likening the storm to 
Hurricane Fran, which inflicted $7.6bn 

of losses in 1996 and Hurricane Hazel, 
which cost the industry $15bn when it 

pounded the Carolinas in 1954. The more 
recent Hugo, however, cost $20.5bn 

(also in today’s money). State Farm is 
the largest homeowners insurer in the 

Carolinas, controlling around a fifth 
of the market across the two states, 
according to data from AM Best.

In the larger North Carolina 
market, which is worth $2.56bn in 
homeowners premiums, State Farm 
collected 19.3 percent of that last year, 
with premiums of $469.1mn. For the 
$1.69bn South Carolina market, the 
insurer controlled 21.2 percent of 
premiums worth $358.8mn.

North Carolina FB Mutual and 
Allstate Indemnity also have a 
meaningful share of the region’s 
homeowner premium with 12.5 
percent and 4.8 percent of market 
share respectively.

Erie Insurance has the highest share 
of in-force premiums for multi-peril 

commercial in North Carolina with 7.5 
percent of the market. 

PartnerRe CEO Emmanuel Clarke says his 
reinsurer is reaping the rewards of being a 
rare “pureplay” reinsurer in a market that has 
seen almost all of its rivals develop significant 
primary operations.

In an interview with Re-Insurance, 
Clarke also fiercely scotched suggestions 
of talks with Scor that prompted its 
French rival to issue a staunch denial 

last week. “We have not entertained any 
conversations with Scor in the M&A field,” 
he explained.

And while the M&A carousel remains 
in full swing – last month alone ILS 
heavyweight Nephila, Bermudian Aspen 
and US specialty insurer Navigators all sold 
– Clarke said PartnerRe has “no interest in 
a transformational M&A”.

“We do not need and are not interested 
in any large-scale acquisition,” he said. 
“We’re already in that relevant reinsurance 
playground; we don’t need that kind of 
transformational acquisition.”

However, the executive said the 
Bermuda-headquartered reinsurer 
remains open to any bolt on acquisition 
opportunities that Continued on page 3

Continued on page 4
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may be attractive; 
either financially or strategically.

“When the phone rings we will answer 
it,” Clarke added. “We’re in a good 
position to add bolt on businesses that 
are not distracting and contribute to us. 
It could be on regional basis, a product 
basis, or in the life and health space where 
we are underweight in comparison to our 
peers.” PartnerRe is pursuing a strategy 
to grow its life and health business and 
expand its life reinsurance footprint in 
North America.

The CEO said the reinsurer is keen 
to strike deals similar to last year’s 
acquisition of midsize Canadian life 
reinsurer Aurigen Capital or potential 
InsurTech deals such as PartnerRe’s 
deal with agricultural data analytics firm 
Farmers Edge.

Clarke also acknowledged that demand 
for reinsurance is growing and that the 
firm is able to capitalise on this because of 
its strategic decision to not compete with 
its customers in the primary space.

“We like to build a degree of intimacy 
with our clients and this might mean 
discussing M&A or new product lines,” he 
said.

“Clients respond positively because 
they know they are not sharing this 
information with a potential competitor.”

Yesterday, Re-Insurance published 
research that showed first half reinsurance 

premiums were $144bn, including P&C 
and life, up 15 percent from $127bn.

And this was largely mirrored by 
PartnerRe which saw non-life premiums 
climb by 13 percent to $1.25bn in the 
second quarter.

Clarke noted that clients are 
increasingly seeing reinsurance as more 
than just a capital management tool.

“Increasingly, buyers are seeing 
reinsurance also as an earnings volatility 
tool,” he explained. He added that cedents 
are increasingly looking to restructure 
their programs, buying more composite-
style cover to provide broader coverage 
than just, say, a nat cat tower.

“Our clients want to work with 
reinsurance partners that have a vested 
interest in helping them to grow and 
develop their own businesses, support 
their most confidential initiatives and 
that can provide capacity after large or 
unexpected events,” he said.

“PartnerRe’s business model as a pure-
play, privately-owned reinsurer perfectly 
positions us for that role.”

“In 2017 we outperformed the entire 
industry which gives us great confidence 
we can perform as an investment. Our 
COR was just over 100 percent following 
the worst nat cats on record – that was an 
outstanding performance.”

“There is absolutely no plan to change 
the ownership model of Partner Re.”

Continued from page 1
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North Carolina’s 
Cincinnati Insurance 

Company and Nationwide Mutual are 
also major players with 5.9 percent and 
3.6 percent of market, respectively.

State Farm, Owners Insurance 
and Ohio Security are the dominant 
commercial insurance players south of 
the border.

Broker JLT Re said Florence is on a 
collision course with the Carolinas after 
intensifying to become a Cat 4.

“The verification of rapid 
intensification by weather models and 
forecasts all but ensures that Florence 

will be an extreme if not unprecedented 
landfall for North Carolina,” it said.

“The ultimate landfall is likely to 
be a category 4 but it would not be a 
surprise if it is anywhere from a high-end 
category 3 or potentially a category 5,” it 
continued.

The broker pegged the chances of the 
storm slamming into Florida as a Cat 5 at 
40 percent.

But JLT Re said it was too early to 
provide a confident estimate of the 
insured loss potential from the expected 
140 mph peak winds associated with 
Florence.

“Much of this will come down to where 
landfall will be relative to population 
centers,” it explained.

After making landfall, the hurricane 
is expected to slow significantly over the 
weekend, although it is forecast to bring 
as much as 30 inches of rain.

“While rainfall totals will be lower 
than Harvey from last year in Texas, the 
region forecasted to have the heaviest 
rainfall is also mountainous,” JLT Re 
said.

“This will lead to excessive runoff that 
has the potential to create landslides, 
mudslides, and historic peaks on rivers.”

Continued from page 1

The reinsurance market must communicate 
with policyholders what is excluded from 
cyber policies in the event of a global 
cyber event, Dan Glaser, president and 
chief executive of MMC has said.

Speaking on a panel debate yesterday 
at the Monte Carlo Rendez-Vous, 
Glaser called on carriers to be more 
transparent about how policies would 
respond to an international cyber 
attack.

“My hope is if there is a world-wide 
cyber collapse, the industry responds 
and exclusions are not invoked to avoid 
paying them,” Glaser said.

“My fear is the bigger the loss, the 
more likely the industry will be shamed 
by its fragmented reaction and payment 
of claims,” he added.

Glaser said the (re)insurance industry 
must recognise a global cyber event – 
whether state backed or criminal – as a 
potential peril.

He said it was imperative that players 
from across the market carry out 
scenario planning on how the industry 
would respond.

“I would like to know in advance how 
it would be treated,” he said.

The CEO of French reinsurance giant 
Denis Kessler said that a cyber global 
collapse is the only event that could 
happen that the industry has not been 
able to model.

“A global cyber event is the only thing 
that could impact the market in the 
same way as Andrew did in 1992 or the 
World Trade Centre in 2001,” Kessler 
said.

Separately, Kessler said “he could not 
explain” why the losses experienced 
by the market last year had not had a 
more significant impact on the rating 
environment.

“There were pockets of rate increases 
but they were extremely subdued,” 
Kessler added.

He blamed the continued presence of 
ILS investors in the reinsurance market 
for the muted rate increases.

“We expected ILS to be shy in 
reloading but they acted to the 
contrary,” he said.

“The influx of third party capital – 
that was a big surprise,” Kessler added.

Also speaking on the panel, group 
CEO of Swiss Re Christian Mumenthaler 
said the pool of alternative capital in the 
market has proved it is “here to stay”.

His comments were echoed by 
PartnerRe president and CEO 
Emmanuel Clarke who said 

“It’s no secret there’s more supply 
than demand in this environment”.

But while he said there is a wall of 
capital “waiting at the side lines” to 
enter the reinsurance market, he said 
there was also a wall of new demand 

in the form of new products that the 
industry can create.

The continued presence of ILS in 
the reinsurance market has proved to 
be a talking point of the Monte Carlo 
Rendez-Vous this year.

AIG CEO Brian Duperreault said there 
is major scope for the US giant to build 
products for ILS market.

The AIG’s takeover in January of 
Validus gave the US carrier access to 
AlphaCat – its ILS fund manager.

But that is not the only transformation 
in the ILS market, which has witnessed 
a number of developments over the past 
12 months.

At the end of August, Markel moved to 
become the largest ILS fund manager by 
agreeing to buy Nephila, which has over 
$12bn in assets under management.

Twinned with its existing ILS 
vehicle CatCo, the deal will bring the 
total assets controlled by Markel to 
$19bn – with the Richmond, Virginia-
headquartered firm controlling around a 
fifth of the global ILS space.

In the UK, new legislation since 28 
November 2017 has provided a tax-
friendly approach for

on-shore risk transactions that are 
structured through an ILS framework.

The first transaction under the new 
regime incepted at 1.1 was a $72mn 
quota share by Lloyd’s syndicate Neon.

THE INDUSTRY MUST AVOID BEING 
‘SHAMED’ ON CYBER: MMC’S GLASER
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Munich Re has leapfrogged rival Swiss Re to 
take the number-one spot on AM Best’s list 
of largest reinsurers as the rating agency 
predicts the pair will continue to vie for the 
top slot in the future.

It marked a return of the title to Munich 
Re, which had claimed the top spot every 
year for the best part of a decade before 
Swiss Re stole the crown in 2017.

However, while Munich Re’s ability 
to outpace Swiss Re’s premium growth 
during the year was partly down to 
macroeconomic factors that gave the 
carrier the edge.

“Munich Re, among others, also 
benefited from unique circumstances in 
2017, including: stronger-than-predicted 
economic growth in Europe and a 
weakened British pound,” the rating 
agency said.

“Collectively, these factors helped 
contribute to an appreciation of the euro 
against the US dollar, thus benefiting 
Munich Re (which reports in euros) in the 
process.”

Nevertheless, AM Best called 
the reinsurance giants “unrivalled 
frontrunners” collectively accounting for 
around 30 percent of the gross premiums 
counted in its top-50 ranking.

Meanwhile, the top ten players 
contribute over 70 percent of the 
premium in the ranking with around 
$184bn.

However, AM Best notes the ranking is 
not an exact science as it looks to isolate 
each carrier’s reinsurance business profile 
using gross written premiums as the 
metric.

But the rating agency said that required 
some assumptions and adjustments as its 
analysts trawl through different financial 
statements, accounting standards, and 
segment reporting.

“Capturing only third-party business, 
excluding affiliated or intergroup 
reinsurance, and eliminating any 
compulsory business are perhaps the 
most essential adjustments,” AM Best 
explained.

Meanwhile, if more than three quarters 
of a carrier’s gross written premium is 
made up of reinsurance revenues, then its 
entire book counts toward Best’s ranking.
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MUNICH RE BECOMES LARGEST REINSURER
Top 40 World’s Largest Reinsurance Groups
Ranked by Unaffiliated Gross Premiums Written in 2017
2018 
rank

Company name Life & non-life Non-life only Total 
share-
holder

Ratios

Gross Net Gross Net Funds2 Loss Expense Combined

1 Munich Reinsurance Company $37,821 $36,378 $21,377 $20,330 $33,782 80.5% 33.5% 114.0%

2 Swiss Re Ltd $34,775 $32,316 $20,371 $19,631 $34,294 82.3% 33.1% 115.4%

3 Berkshire Hathaway Inc.4 $22,740 $22,740 $17,815 $17,815 $351,954 N/A N/A 116.4%

4 Hannover Rück SE5 $21,314 $18,727 $12,832 $10,973 $11,126 71.3% 27.8% 99.1%

5 SCOR SE $17,718 $16,130 $7,218 $6,468 $7,458 71.0% 32.7% 103.7%

6 Lloyd’s6, 7 $14,250 $10,726 $14,250 $10,726 $36,119 83.8% 33.3% 117.2%

7 Reinsurance Group of America 
Inc.

$10,704 $9,841 N/A N/A $9,570 N/A N/A N/A

8 China Reinsurance (Group) 
Corporation

$10,435 $9,974 $3,628 $3,509 $11,578 62.6% 41.3% 103.9%

9 Great West Lifeco $7,924 $7,823 N/A N/A $16,148 N/A N/A N/A

10 Korean Reinsurance Company $6,775 $4,720 $5,958 $3,988 $2,033 77.7% 18.7% 96.4%

11 General Insurance 
Corporation of India8

$6,497 $5,798 $6,430 $5,741 $7,914 86.3% 17.5% 103.8%

12 PartnerRe Ltd. $5,588 $5,120 $4,189 $3,776 $6,745 69.8% 29.5% 99.3%

13 Everest Re Group Ltd. $5,115 $4,614 $5,115 $4,614 $8,369 76.6% 26.5% 103.1%

14 XL Group plc $4,916 $3,976 $4,682 $3,964 $11,461 79.9% 31.5% 111.3%

15 Transatlantic Holdings, Inc $4,211 $3,810 $4,211 $3,810 $5,218 73.1% 33.8% 106.9%

16 MS&AD Insurance Group 
Holdings, Inc.8, 9

$3,385 N/A $3,385 N/A $27,933 N/A N/A N/A

17 R+V Versicherung AG10 $3,071 $3,011 $3,071 $3,011 $2,576 73.8% 25.3% 99.1%

18 MAPFRE RE, Compania de 
Reaseguros S.A.11

$2,812 $2,517 $2,812 $2,517 $1,559 73.6% 23.2% 96.8%

19 RenaissanceRe Holdings Ltd. $2,798 $1,871 $2,798 $1,871 $4,391 108.4% 29.6% 137.9%

20 The Toa Reinsurance 
Company, Limited8, 9

$2,505 $2,198 $2,505 $2,198 $1,887 70.1% 26.3% 96.4%

21 AXIS Capital Holdings Limited $2,428 $1,939 $2,428 $1,939 $5,341 79.6% 29.2% 108.8%

22 Sompo Holdings, Inc.8,9 $2,304 $1,918 $2,304 $1,918 $18,032 N/A N/A N/A

23 Arch Capital Group Ltd.12 $2,241 $1,728 $2,241 $1,728 $10,040 72.3% 31.6% 103.9%

24 Assicurazioni Generali SpA $2,054 $2,054 $878 $878 $31,361 104.0% 25.8% 129.9%

25 IRB - Brasil Resseguros S.A. $1,747 $1,224 $1,438 $933 $1,082 56.4% 28.6% 85.0%

26 Pacific LifeCorp $1,707 $1,707 N/A N/A $13,704 N/A N/A N/A

27 Qatar Reinsurance Company, 
Limited

$1,626 $713 $1,626 $713 $705 95.6% 26.1% 121.6%

28 Tokio Millennium Re AG $1,606 $1,302 $1,606 $1,302 $1,191 82.0% 34.0% 116.0%

29 Aspen Insurance Holdings 
Limited

$1,549 $1,250 $1,549 $1,250 $2,929 92.6% 32.6% 125.1%

30 Caisse Centrale de 
Reassurance

$1,543 $1,411 $1,392 $1,265 $2,809 81.8% 11.5% 93.3%

31 Validus Holdings, Ltd.13 $1,508 $1,289 $1,508 $1,289 $4,916 103.1% 26.9% 130.0%

32 Odyssey Re Holdings Corp. $1,494 $1,411 $1,494 $1,411 $4,013 69.6% 32.3% 101.9%

33 Deutsche Rueckversicherung 
AG

$1,440 $881 $1,372 $849 $270 66.9% 29.3% 96.2%

34 Taiping Reinsurance Co. Ltd 9 $1,415 $1,279 $866 $734 $1,050 56.7% 39.6% 96.4%

35 Markel Corporation $1,112 $978 $1,112 $978 $9,502 99.8% 32.2% 132.0%

36 Peak Reinsurance Company 
Ltd.

$1,098 $845 $999 $746 $912 79.3% 28.5% 107.7%

37 American Agricultural 
Insurance Company14

$1,053 $364 $1,053 $364 $585 87.7% 21.0% 108.7%

38 QBE Insurance Group Limited $1,039 $837 $1,039 $837 $8,901 78.8% 29.6% 108.4%

39 Sirius International Group, 
Ltd.15

$989 $837 $989 $837 $1,917 74.9% N/A N/A

40  Maiden Holdings, Ltd. $823 $807 $823 $807 $1,233 78.1% 29.0% 107.1%
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Reinsurers are quickly becoming leaders 
in the understanding and management 
of cyber risks, writes Axis Re’s chief 
underwriting officer Megan Thomas.

Few sectors outside the specialist 
IT services industry have such a deep 
pool of knowledge about this broad 
and evolving peril. Yet ironically, as an 
industry, our capabilities in technology, 
data and analytics often lag behind peer 
industries such as financial services. 
From that position, how can reinsurers 
expect to advise clients on mitigating and 
managing technological risk?

More investment and greater 
commitment is needed across the 

reinsurance industry to enhance the 
technological backbone and capabilities 
that underpin reinsurers’ operations. 
A wide spectrum of capabilities and 
infrastructure exists across the industry, 
but in many cases our current efforts 
fall short. That makes it difficult for 
reinsurers to advise and assess cyber 
risks from a credible position.

Understandably in an environment 
of cost pressures and rising combined 
ratios, IT spending may seem like an 
area to realise savings. However, this is 
a false economy in two ways. First, when 
implemented and utilised strategically, 
technology can save money for companies 
in the long run, as is widely understood. 
Second, and less well acknowledged, is 
that poor technology can make reinsurers 
an unattractive partner in the eyes of 
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PLUGGING TECHNOLOGY GAPS TO ADD 
VALUE TO CYBER RISK MITIGATION

customers, brokers, investors and capital 
providers, among others.

To maximise the new opportunities 
that are coming into the reinsurance 
industry – especially from savvy 
partners such as third-party capital – 
the industry needs to raise its level of 
expectations when it comes to its own 
use of, and investment in, technology. 
If reinsurers fail to do so, our collective 
lack of commitment and investment in 
technology will begin to deter serious 
players from investing in or buying from 
the reinsurance sector.

As an industry, reinsurers need to 
avoid becoming – or being perceived 

as being – technological laggards. If 
reinsurers wish to ensure they can 
increase their credibility – and their 
written premiums – by underwriting 
cyber perils, they need to get their own 
systems and processes up to the leading 
edge.

Axis by no means has all the answers, 
but we are starting to take action to 
increase focus, commitment to and 
investment in our firm’s technology. 
Earlier this year, we introduced an 

integrated functional model for our IT 
function to maximise our technological 
capabilities and expertise and bring 
better tools and insights to our 
underwriting and claims teams. We also 
launched a global underwriting and 
analytics unit that provides a structured 
and centralised framework for risk and 
underwriting appetite, and delivers 
enhanced data and analytics capabilities 
across the business.

Finally, we launched Axis Digital 
Ventures to lead enterprise-wide 
efforts to partner with entrepreneurial 
companies focused on data and 
analytics with high-value (re)insurance 

applications, new product opportunities 
including emerging risks, and new 
distribution and (re)insurance business 
models. Axis Digital Ventures is charged 
with introducing innovative enabling 
technologies across Axis.

We believe the successful utilisation 
of digital technologies, along with the 
strategic use of data and analytics, makes 
Axis a more attractive business partner. 
We will seek continuous improvements, 
which we believe will make us not only 
more efficient, but also better able to help 
our clients mitigate both their traditional 
and emerging risks, such as cyber perils. 
The more the reinsurance industry gets 
its in-house technology in order, the 
better it will be able to grow and prosper 
by delivering products and services that 
meet clients’ needs.

Reinsurers need 
to avoid becoming – or 

being perceived as being – 
technological laggards



Broking redefined.

A new way of broking
for a changing world.

www.edbroking.com

Ed Broking LLP registered in England No. OC339735. Authorised and regulated by the Financial Conduct Authority.
188-0818



However, as outlined in Aon Securities’ recently-issued 
ILS 2018 annual report – which analyses trends in 

the sector for the 12 months to June 30 – the market 
remained highly robust and even surpassed previous 
highs in several areas.

The report reveals that catastrophe bonds in the 
12 months ending June 30, 2018, recorded a strong 
issuance volume of $9.7bn. This represented a decrease of 
$1.6bn over the preceding period, but that should not be 
confused with a lacklustre performance.

Contributing to the strong period, were not only repeat 
sponsors looking to renew maturing bonds, but also new 
sponsors testing the capital markets for the first time. 
In addition, the capital markets welcomed new perils 
from new geographies providing diversification to the 
broader market. The catastrophe events at the end of 
2017 brought increased attention and concern over ILS-
related trapped collateral, ILS manager ability to “reload” 
at renewals, and the pricing environment. The volume 
of transactions remained high while catastrophe bonds 
continued to both upsize and price at the low end of, if 
not further below, initial guidance.

With both supply and demand remaining strong, total 
outstanding volume of the market reached its highest 
level at $30bn as at June 30, 2018. While the third and 
fourth quarters of 2017 saw relatively modest issuance 
volume, the real driver of the trailing 12-month period 
was a fairly even combination of the first and second 
quarters of 2018.

The record first quarter 2018 issuance of $3.6bn was 
followed by a near-record second quarter, which brought 
an additional $4bn of catastrophe bonds to market.

Aiding in the strong first quarter was the largest ever 
sovereign risk transfer and the second largest issuance in 
the history of the ILS market at $1.4bn, facilitated by the 
World Bank on behalf of the Pacific Alliance countries.

While $5.5 billion of catastrophe bonds reached 

maturity since the quarter ending June 2017 through 
the quarter ending June 30, 2018, the supply once again 
outpaced the outgoing maturities. In each of the last 
four quarters, new issuance volume easily replaced the 
next cycle of maturing catastrophe bonds, with a positive 
influx of $4.2bn in volume.

The 12-month period in review is most noted for the 
resiliency demonstrated by the investment community 
as investors reloaded capital bases following the 
catastrophic events at the tail end of 2017.

Almost immediately following the 2017 hurricane 
events and during the active wildfire events, new 
transactions were launched into the market with the 
catastrophe bond sector seeing approximately $1.4bn of 
initial issuance activity immediately following Harvey, 
Irma, and Maria (HIM).

The first issuance post-HIM (Galileo Re Ltd 2017-1), 
expanded coverage from its prior transactions, receiving 
broad investor interest, while demonstrating the 
resiliency of the market post-event. The final transaction 
of 2017 (Tailwind Re Ltd 2017-1) was broadly syndicated, 
upsized from $300mn to $400mn, and each class of 
notes priced below initial guidance.

Bermuda continued to be the special purpose insurer 
(SPI) preferred domicile for the 12-month period, as 19 
issuances used the jurisdiction, with the Cayman Islands 
accounting for five and Ireland two of the 29 new issues. 
New legislation passed in the United Kingdom helped two 
ILS transactions come to market.

Overall, strong 2018 issuance has allowed alternative 
capital to grow by more than $9bn to a total of $98bn, 
representing overall increase of 10.2 percent. This growth 
came despite the third and fourth quarter events of 
2017. However, the period of growth also came with new 
structural features, risk profiles, perils, and sponsors.

To view the full Aon Securities ILS 2018 annual report, 
visit the link http://bit.ly/ils-annual-2018 
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ILS update
Following record catastrophe bond issuance 
in 2017, and the impact of Hurricanes Harvey, 
Irma, Maria, the insurance-linked securities 
sector could have had a challenging time 
maintaining its momentum, writes Aon
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The reinsurance market hasn’t seen the end of the 
cyclical market, JLT Re’s global head of analytics 

David Flandro has said.
Speaking at a roundtable hosted by RMS in Monte 

Carlo at this year’s Rendez-Vous, Flandro said that while 
rates did not spike on the back of last year’s catastrophes 
losses, he said the market does have the ability to 
“reassert itself”.

“The cycle isn’t dead, it’s resting,” Flandro said.
Other participants in the RMS roundtable questioned 

Flandro’s take on the impact of last year’s catastrophe 
events.

AM Best’s managing director of analytics for EMEA, 
Greg Carter challenged Flandro’s view.

Carter said 2017 was the first real test of alternative 
capital in the reinsurance market – which he said it 
passed.

He said the notion that ILS capacity would cut and run 
when it suffered its first major loss proved to be a fallacy, 
with more alternative capital entering the market this 
year. “Last year was a litmus test for alternative capital,” 
Carter said. “The cycle as we know it is dead,” he went 
on.

Mike Van Slooten, head of market analysis at broking 
house Aon Benfield said he believed the cycle had 
“flattened”.

“Anybody who’s business model relies on payback is 
going to have to rethink how they operate,” Van Slooten 
said.

Van Slooten also pointed to the range of estimates put 
out in the wake of the catastrophes and the need for the 
industry to better model losses.

 “I’m not convinced our data is as good as we like to 
make out,” he added.

Todd Campbell, president and CEO of recently 
rebranded Accredited questioned whether the market 

would witness the emergence of another class of 2001 
– the Bermudian carriers who were born out of the 
challenging market conditions in the wake of the 9/11 
terrorist attacks.

“It doesn’t look like we’ll see it happen this time 
around,” Campbell said. RMS’ chief research officer 
Robert Muir-Wood said that there were many lessons the 
industry can learn from last year’s natural catastrophe 
losses.

Discussing the wildfires that ravaged swathes of 
California towards the end of 2017, he said RMS first 
modelled such a scenario over a decade ago. 

“Every catastrophe loss year is different, last year 
losses were almost all in the US, Mexico and Caribbean,” 
Muir-Wood said.

“We actively model these situations and perils” 
he added. Richard Irwin, managing director of RMS 
commented that the flooding in Texas after Hurricane 
Harvey was a growing peril, but one where the industry 
was building its knowledge and offering greater cover.

“The 2017 season highlights that to capture the 
whole of US catastrophe loss we need to add wildland 
and urban fire as well as inland flood including from 
hurricanes – to the full set of required models,” Irwin 
said. Also participating in the roundtable, Stephan Ruoff, 
CEO of Tokio Millennium Re praised the insurance 
industry for how it responded to last year’s large losses.

“The way the ILS/convergence capital industry 
responded to the catastrophes last year was incredible,” 
Ruoff said.

“The processes worked – it was fast, it was efficient, 
claims were paid,” he added.

Chris Beazley, the CEO of MS Amlin AG echoed 
Ruoff, but said the losses must act as a catalyst for 
carriers to “go back to basics” by focusing on profitable 
underwriting and reserve management.
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‘The cycle isn’t dead,  
it’s resting’: JLT Re’s Flandro





The presence of significant “outlier” loss estimates 
in the aftermath of Harvey, Irma and Maria (HIM) 

last year, and the disparity among the loss estimates 
produced by model vendors still continues to generate 
comment and raise concern within the risk community.

It is obvious that vendors who approach the modeling 
differently will generate different estimates. But rather 
than choosing to ignore the factors behind this and 
simply move on, we feel it is critical to acknowledge and 
understand these differences. In fact, it is our duty as 
modelers to investigate further.

At RMS, we develop probabilistic models that cover 
many perils and regions, and we deliver that risk 
insight to our clients. Uncertainty is inherent within the 
modeling process for any natural hazard, and there are 
multiple components that contribute to differences in 
loss estimates, including the scientific approaches and 
technologies used, and the granularity of the exposure 
data. Using probabilistic modeling means that we do 
not simply rely on past events, or wait for new events to 
validate models, but rather we simulate the full range of 
plausible future events.

Everything boils down to transparency, and 
as modelers, we must be fully transparent 
in our loss estimation approach. Every 
modeler applies scientific and engineering 
knowledge to detailed exposure datasets to 
generate the best possible estimates given 
the skill of the model. Yet the models always 
provide a range of opinion when events 
happen, and sometimes that is wider than 

expected. Clients must know exactly what steps we take, 
what data we rely upon, and how we apply the models 
to produce our estimates as events unfold. Only then 
can stakeholders conduct the due diligence to effectively 
understand the reasons for the differences and make 
important financial decisions accordingly.

Learning from Outliers
There were some notable “outlier” estimates during HIM 
particularly for Hurricane Maria, and these estimates 
must be scrutinized in greater detail. The onus lies on 
the individual modeler to acknowledge the disparity and 
be fully transparent about the factors that contributed 
to it. And most importantly, how such disparity is being 
addressed going forward.

Without clear explanation, a “big miss” in a modeled 
loss estimate generates market disruption and this 
impacts the credibility of all catastrophe models. Looking 
at how RMS models performed during Maria for instance, 
we believe our models stood up well. One reason for this 
was our detailed local knowledge of the building stock 
and engineering practices in Puerto Rico. We had built 
strong relationships over years and multiple visits to the 
island, and the payoff for us and our clients comes when 
events like Maria happen.

In fact, our estimates for all three storms were 
sufficiently robust in the immediate aftermath to stand 
the test of time, and in the months following HIM, we 

have not needed to significantly revise our 
initial loss figures even though they were 
produced when uncertainty levels were at 
their peak as the storms unfolded in real-
time. These events gave us confidence in our 
models. There is much to take on board from 
HIM, but however we evolve our modeling, 
our transparent approach to explaining our 
estimates ensures we will continue to build 
client confidence.
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HIM: Chasing the Outlier
Peter Dailey says RMS’ loss estimates from 
last year’s storms were credible. Its up to all 
modelling firms to be transparent about how 
they calculate their post-loss estimates
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Cyber is more than a product or a peril. It is embedded 
in the very fabric of the world we live in and a feature 

of every risk and every business that re/insurance 
touches. Therein lies the opportunity, but also the 
challenge. Liberty Mutual Re believes that to understand 
and manage it better, requires two things: a drive for 
better data and much closer engagement between 
reinsurers and their clients. Jennifer Braney, Senior 
Underwriter, Liberty Mutual Re.

In a market which is still developing fast, knowledge 
is critical. Liberty Mutual Re first entered the 
cyber reinsurance market via its strong cross-class 
relationships with existing clients– a position which it is 
looking to build on and which has the added benefit of 
helping it to understand its own and its clients’ exposures 
in property and casualty treaties and other specialist 
classes. 

Aggregation is less about  
numbers, more about conversation
As our experience in the market has grown, so our 
perspective on aggregation risk has developed. Quite 
rightly, there is a lot of focus on this topic due to the 
potential for systemic events which can range from 
critical infrastructure vulnerabilities to ransomware 
events. However, attempting to limit the complexity of 
aggregation to a single number can 
be misleading if the data required to 
give a true picture is not available. 
For example, if systems are not set 
up to capture the various coverages 
and sub-limits available on a cyber 
insurance policy or contingent 
covers are given on an unnamed 
basis. 
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This is not necessarily a new issue to insurance though. 
However, given the range and continuous development of 
coverage available in the market, it can be challenging to 
understand what exposure a number represents. Rather 
than “what is your aggregation?” perhaps reinsurers 
should be asking “what are you aggregating and how?”. 
At Liberty Mutual Re we have found engaging with our 
clients on a regular basis has helped us understand some 
of these challenges in the market as we endeavor to 
partner with our clients to tackle aggregation risk.

It has also enabled us to build a picture of the cyber 
risk landscape which improves our understanding 
of the potential exposure from non-affirmative and 
affirmative cyber in other non-cyber reinsurance classes. 
Interestingly enough, where the market has pushed 
to make cyber cover affirmative on some insurance 
policies to plug the cyber gap and address the non-
affirmative cyber issue, the market may inadvertently 
be creating cyber overlap - where multiple policies now 
affirmatively cover cyber, in addition to standalone cover 
being purchased. Again, engaging with clients on their 
approach to cyber is vital and to co-ordinate and assist 
in these endeavors we have set up a cross-class cyber 
working group at Liberty Mutual Re.

Growth through partnership
As we look to develop our position 
in cyber reinsurance, our starting 
point is always to consider how best 
we can support our clients. Our aim 
is to develop partnerships based 
on knowledge-sharing, expertise 
and data that enable us all, in the 
direct and reinsurance markets, to 
underwrite with skill.

Addressing the opportunity 
and challenge of cyber risk
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Reinsurance intermediaries from across 
the size spectrum are continuing to find 
opportunities to grow as many buyers 
appear willing to look beyond the 
traditional giants of the sector for specific 
transactions. 

Some observers have signaled the 
death knell for small, independent 
firms in recent years as Aon Benfield, 
Guy Carpenter and Willis Re have got 
ever bigger, supported by vast data and 
analytics capabilities.

However, Re-Insurance’s inaugural 
study of reinsurance broker revenues 
reveals strong growth at a number of 
the segment’s mid-tier intermediaries 
including those without a major retail 
parent. Evaluating the top line progress of 
reinsurance intermediaries is challenged 
by the inconsistency – or absence in the 
case of many smaller firms – of public 
reporting.

Even among the quartet of publicly-
traded firms led by the giants of Aon 

REINSURANCE BROKERS BIG AND 
SMALL FIND GROWTH OPPORTUNITIES

Benfield and Guy Carpenter apples-
to-apples comparison is difficult, with 
different approaches to some revenues 
derived from insurer clients beyond 
straight commission and fees.

Structural and reporting changes at the 
largest firms that will align reinsurance 
and retail businesses more closely will 
only make that assessment tougher.

In 2017 Aon Benfield and Guy Carpenter 
both delivered organic growth ahead of the 
underlying growth across the businesses 
that house them (see table).

At Willis Re, sources suggested a 9 
percent year-on-year increase, including 
reinsurance and fac (with Miller’s share 
added to 2017 data) – although the firm 
actually lumps reinsurance revenues into 
its larger investment, risk and reinsurance 
division, with more than $1.5bn in revenue 
last year. At JLT Re overall revenues were 
up 11 percent to £217.1mn ($280mn), 
including 4 percent organic growth.

A significant jump down to the next 

tier of brokers, led by TigerRisk, shows 
revenue growth at many of the firms 
that make up our rankings, based on 
2017 figures. In the absence of publicly-
available information, our rankings must 
come with the caveat that several revenue 
numbers for the smaller brokers are based 
on market source information and not all 
have been verified by the firms themselves.

Of the smaller brokers studied, 
Capsicum Re was notable for the strength 
of its top line growth, with sterling 
revenues up almost 50 percent. 

There was also strong growth at BMS 
and Beach & Associates, now part of US 
retail consolidator Acrisure.

Industry sources have noted that 
several of the smaller firms, including 
TigerRisk, BMS and Beach, have achieved 
growth by executing a number of one-off 
transactions for some of the larger US 
carriers. These have been notable in the 
casualty arena where they wield strong 
expertise.

Global top 12 reinsurance brokers by revenue (2017)
Rank Company $mn Comment

1 Aon Benfield 1,429 Top line benefited from organic revenue growth of 6% in 2017 in Aon’s Reinsurance Solutions division, outpacing group organic 
growth rate of 4%

2 Guy Carpenter 1,187 Guy Carpenter grew organically at 4% in 2017, compared to 3% for MMC’s risk and insurance services division

3 Willis Re 860 The total counts fac (including Miller in 2017) but not capital markets. 2016 estimate for Willis Global Re and Fac is thought to 
be $787mn

4 JLT Re 280 In £ terms JLT Re revenues climbed 11% to £217.1mn in 2017, with 4% organic growth

5 TigerRisk 90 Revenues can be lumpy, with several significant one-off casualty deals in recent years; 2016 revenue thought to be in region of 
$70mn

6 UIB Holdings 60 Total revenues of £50.6mn for 2017 (2016: £46.5mn) – sources suggest 90-95% of business was reinsurance, or at midpoint 
£46.8mn ($60.4mn), for the firm that specialises in emerging markets

7 BMS Group 58 Revenues from US platform in 2017 thought to be close to $40mn (2016: $30mn) with balance from rest of group. US platform 
bought Advocate late 2016

8 Beach & 
Associates

55 Midpoint of an estimated range of $50-60mn for 2017, including solid year-on-year growth. Beach was bought by $1bn+ 
revenue US broker consolidator Acrisure this year

9 Lockton Re 52 Reinsurance revenues of US-based parent estimated at >$50mn across all lines (up from $46.5mn in 2016), with around half 
from London platform

9 THB Group 52 Unclear how much of the revenue figure is true reinsurance or traditional wholesale business into the London market at the 
AmWins-owned broker

10 Capsicum Re 48 2017 revenues of £37mn (2016: £25mn) at fast-growing firm – Capsicum uses internal peg rate of $1.45:£1, we have converted to 
$ at average 2017 FX rate

11 Holborn Corp 35 Market estimate. New York-based US broker does not disclose revenues

12 RKH 33 Hyperion-owned RKH has a significant fac book. Parent reported 20% revenue growth in year-ended 30 Sep 2017 to £535mn
Source: Company announcements, reInsurance estimates based on market research Notes: Where revenues are in GBP, 2017 avgerage FX rate of $1.29:£1 has been used to convert ($1.33:£1 for 2016)
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Speaking to Re-Insurance ahead of this year’s 
Monte Carlo Rendez-Vous, Alaoui said the Group’s 

focus right now is to further develop IGI’s Casablanca 
operation as “the surface has barely been scratched”. 

Alaoui said that by having an operation in Africa, 
IGI is able to access smaller-scale business it hasn’t 
previously written. “We see the SME and mid-scale 
business that we wouldn’t have seen previously,” he 
said.

“The more mature insurance hubs only focus on the 
mega risks,” Alaoui added. “SME business simply does 
not come to London or Dubai.” 

Casablanca has helped the Group gain greater access 
to northern, central, and western Africa from the CFC, 
but Alaoui said that while investment has been flowing 
into the continent in the last 10 to 20 years and local 
insurance markets have witnessed growth, many still 
remain relatively immature.

Across the continent, the trend is for risks to be placed 
with local insurers first, and only when all local options 
have been exhausted will international markets be 
considered, Alaoui said.

For that reason, Alaoui said it is imperative for a 
carrier to have a presence in the region they want to 
tap into. “You have to be there to have your share of the 

20 | Day 4 | Monte Carlo Rendez-Vous 2018 www.re-insurance.com

re Interview

cake,” the executive said.
Alaoui said that this situation has also been reinforced 

by the increase in numbers of regional broking houses, 
who he said are also more likely to place business locally 
than take it to international (re)insurance markets.

And it’s not just a case of having boots on the ground.
Alaoui stressed the importance of understanding 

a new market and its culture before setting up shop. 
He explained that IGI underwrites specialty lines of 
business – including energy, construction, directors and 
officers, professional indemnity, financial institutions – 
out of the Casablanca office.

“We use local knowledge, we hire local underwriters 
who understand how business is done,” he said.

“Just speaking the language isn’t enough – 
relationships are key,” Alaoui added.

Alaoui said it was also imperative to adapt products to 
different regions in order to meet the varying demands 
of clients – for example, he noted a surge in demand for 
political violence cover.

Meanwhile, a mini technology and data ‘revolution’ 
across the continent is increasingly being used by the 
insurance industry to accelerate growth in insurance 
take-up – particularly on the back of exponential growth 
of mobile phones. In addition, many of the countries in 
the region have been revamping their insurance laws 

and requirements to boost the turnover of the 
local insurance market.

“It’s changing the insurance scene in Africa”, 
Alaoui concluded.

IGI prepares for further 
growth in Africa
Dubai-headquartered carrier IGI is building out it’s 
presence in Africa, Youssef Alaoui chief executive 
officer of IGI Casablanca has said
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The latest round of back-to-back disasters, which saw 
Atlantic hurricanes again pound parts of the US and 

Caribbean as wildfires ravaged California, again brought 
into sharp focus issues around wide area damage and 
denial of access.

What has changed? Nothing, but lessons still need to 
be learned (or remembered) as the losses arising out of 
these catastrophes continue to impact the international 
reinsurance markets. Why is this? It is clearly not due 
to a lack of understanding on behalf of the market, but 
perhaps it has been driven by the still-continuing soft 
market and the power of commercial relationship which 
for many years have governed the relationship between 
the market and their (re)insureds. 

Wide area damage, without the accepted trigger 
of physical damage, has – for a long time – puzzled 
those who believe that they have coverage for business 
interruption. Or, in a similar vein, the interplay between 
prevention or denial of access and business interruption 
– sub-limits for the former, full limits for the 
latter.

Whilst there continues to be debate 
as to the efficacy of the “but for” test for 
business interruption losses not arising 
from damage actually caused to an insured 
property, as opposed to wide area damage 
surrounding the property the reality is that 
a common sense and literal interpretation 
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of conventional business interruption clauses prevails. 
This may not be palatable to insureds, or indeed 
reinsureds, but the law is clear. Recent catastrophes, 
however, present their own issues for the market, and 
those who are striving for a solution (and payment) 
which is expected by (re)insureds. One issue, faced 
with widespread devastation, is the potential loss creep 
faced by adjusting multiple losses, often within limited 
resources, building code changes and the like, and the 
instinctive belief that loss of business is a direct result. 

The variation in views on the ground with respect to 
one or two occurrences following Irma and Maria has, for 
example, led to tensions between competing interests, 
not least for reinsurers as to aggregation. Similarly, just 
because a business cannot operate does not mean that 
business interruption is recoverable. The “Beast from 
the East,” is an example of wide-area weather warnings, 
giving rise to other potential area for disagreement.

Going back to the “but for” test, this may well lead to 
arguments around concurrent cause arguments – to what 
extent are denial of access losses attributable to police or 
highways authorities closing some roads, but the general 
public simply deciding not to go out (even if roads are not 
closed) because of the weather – “but for” what? It may 
be back to basics, but business interruption and sub-
limited losses such as denial of access or loss of attraction 
mean what they say. Allied with potential loss creep or 

inflation in the rush to deal with what are 
undoubtedly significant events for insureds, 
the market must, as in 2005, remain alive 
to what has been bought, and what is validly 
covered. Given the significant financial 
impact on the market, a close alignment 
between reinsurers and their reinsureds as 
to the active monitoring and adjustment of 
such claims remains a central issue.

Am I interrupting you?
It is perhaps hard to believe that since Hurricanes 
Katrina, Rita and Wilma battered the US in 2005, an 
issue which has long been a source of concern for 
reinsurers and retrocessionaires continues to be of 
major concern, writes Gavin Coull, partner and head  
of reinsurance at law firm BLM
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As plans for mutual market recognition are thrown 
off the negotiating table, the market now has to make 
the most out of “enhanced equivalence”, a term not 
so easily defined by brokers

The publication of the UK government’s Brexit 
whitepaper in July officially dashed any hopes the 

industry could look forward to mutual market access 
with its EU counterparts after the divorce. 

After the whitepaper was released, outgoing Lloyd’s 
CEO Inga Beale said businesses must now act on the 
basis there is going to be no agreement that preserves 
market access. Or at least, not as the industry 
currently knows it.

A number of insurers and 
London market firms have 
been pursuing a “reverse 
passporting” strategy, 
establishing fully-licensed 
subsidiaries in an EU member 
state, mostly favouring Belgium, 
Ireland and Luxembourg.

However, with the UK now 
looking to negotiate an “enhanced 
equivalence” – a much-watered-down 
version of mutual market access – the 
spotlight has fallen on the broking 
community.

“Depending on where this goes, from 
our perspective, there will be a greater 
issue in solving the broking challenge than 
there will be for the carriers,” says Malcolm 
Newman, managing director of SCOR EMEA 
and chairman of the London Market Group’s ILS 
taskforce.

“We already have equivalence in the carrier 
community [through Solvency II], but there’s no 
concept of equivalence within the broking world, so 
this would have to be invented, not just enhanced and I 
think that is more worrying at this stage,” he adds.

For carriers, proposals around enhanced equivalence 
will mean looking at what is stated in Solvency II.

However, there is no there is concept of equivalence 
for brokers, who currently adhere to the Insurance 
Mediation Directive – which is to be replaced on 1 
October, 2018 by the Insurance Distribution Directive 
(IDD). “There’s been a certain lack of appreciation in 
European circles that insurance is something that is 

traded across borders as much as it is,” says Christopher 
Croft, chief executive of LIIBA.

“The reality is that for the UK, there is a huge amount 
of cross border insurance trading. All the £9bn worth 
of premium which comes from EU clients into London, 
plus what we see from some of the global programme 
placements that we place for non-EU clients, but with 
EU coverage, that’s all utilising the passport.

“So, when they talk about ‘enhanced equivalence’ as 
a solution we have to work with, we don’t know what 
that means, because there is nothing [in either directive] 

which says, this is what equivalence is and this is 
what we allow you to do,” says Croft.

However, having to start from scratch 
presents the London broking community 

with an opportunity to help define how 
these Directives, namely the incoming 

IDD, could term “equivalence”. 
Croft confirms LIIBA is working 
with the UK Treasury, turning to 

some of the models used in the 
banking sector to help with 

the framework.
“What we want to do 
is be in a position to 

service EU clients 
and their best 

interests with the 
correct levels 
of regulatory 

oversight,” says 
Croft. “If London is the 

best location for the risk, we 
want arrangements to be made available 

for clients so that insurance can be placed in 
London using the wholesale framework either via an 

EU producing broker, or through a direct placement 
from an EU subsidiary back to its UK entity, both 
efficiently and cost effectively.” 

But EU regulators within the member states could 
view this as simply ‘letterboxing’ the business back to 
London, Croft explains, which is something they will 
need to work around. “We just want it to be simple and 
at this stage we’re agnostic over the method, and more 
focused on the outcome,” he says.

“Whether or not that is all allowable in the event of a 
‘no deal’ is entirely down to the individual laws in the 
EU27. On balance, the consensus is that it is, but it’s not 
absolutely clear, nor certain,” he adds.
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Brexit whitepaper presents 
“worrying” challenge for brokers
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For years, US insurers have looked across the Atlantic 
in envy as they watched their European peers benefit 

from the ability to transfer books of legacy business that 
were no longer strategic, writes Artur Niemczewski, the 
CEO of Pro-Global Insurance Solutions. Here, he explains 
how US insurers can now be more flexible in their capital 
allocation.

The law formerly known as Regulation 68 may not 
sound like a revolutionary piece of legislation, but it has 
the potential to energise the US insurance market and 
release billions of dollars of capital in the non-life run off 
market, which in total is estimated at $350bn.

It will allow US insurers to transfer discontinued books 
to run-off specialists, thus allowing them to utilise their 
staff and capital in more efficient ways. The legislation 
will also allow for the creation of a vibrant run-off sector 
in the US.

We, at Pro, assisted in drafting recent revisions to the 
Rhode Island legislation and we recently became the first 
company, through our US subsidiary ProTucket, licenced 

to receive transferred insurance business.
It remains a lengthy process to transfer insurance 

business, involving both regulators and courts, but the 
first deal is expected to be announced early next year.

Companies all over the world have been watching what 
has been developing in Rhode Island and other states 
are in the process of trying to emulate the Ocean State’s 
run-off legislation. Vermont, Connecticut, and Oklahoma 
have all passed some variation of an insurance business 
transfers mechanism, but Pro decided to establish itself in 
Rhode Island because we were impressed by the business-
friendly atmosphere and sophisticated regulatory team.

The changes have been needed for quite some time. 
In 2000, the UK government enacted the Financial 
Services and Markets Act to better regulate and liberalise 
the financial sector and Part VII of the act enabled these 
insurance business transfers.

The legislation saw the creation of specialist run-off 
organisations that could efficiently manage discontinued 
portfolios, allowing insurers to better utilise their capital 
and deploy staff elsewhere. Since then, more than 
270 portfolios have been transferred. All have taken 
place without incident, with the rights of policyholders 
guaranteed and prospects for both sellers and buyers of 
run-off books improved.

Yet in the US, insurers have been forced to struggle 
with discontinued books, and run-off specialists left to 
hope for a change in the legislation.

A report by PwC published earlier this year identified 
the massive potential in the US non-life runoff market, 
which it estimated at $350bn. It also found that 68 
percent of US insurance companies saw proactive legacy 
book management as a key strategy and were likely to 
restructure or exit legacy books in the next three years.

New laws such as Rhode Island’s will allow these 
companies to transfer portfolios from their current carrier 
into a protected cell within a Rhode Island domestic 
company, such as ProTucket. This process, similar to a 
transfer under Part VII of the UK’s Financial Services and 
Markets Act, brings full legal and financial finality to the 
transferring insurer.

The developments in Rhode Island are a welcome 
addition to the international legacy market. Over the 
next five-to-ten years, this business transfer process 

will become a standard industry practice in the 
US, and all the hard work to facilitate the 

establishment of a vibrant run-industry will 
be realised.
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