
Commercial flood MGA reThought 
secures Munich Re and Swiss Re support
Expansive US commercial flood-focused MGA reThought 

Insurance is looking for significant growth in 2020 after 
signing up reinsurers including Munich Reinsurance America 
and Swiss Re, The Insurer can reveal.

The MGA was launched by former RMS chief technology 
officer Cory Isaacson as CEO in 2017, along with cofounders 
Nicholas Lamparelli as CUO and James Rice as chief sales 
officer and COO.

Lamparelli is a former QBE executive with a focus on 
analytics and cat modelling, while Rice has held executive 
positions at AIR Worldwide, RMS and Guy Carpenter.

In an interview with The Insurer, Isaacson said the firm is 
looking to address what it sees as a huge gap in providing 
private flood cover to commercial risks and high net worth 
homeowners by bringing a “high definition view of risk” that 
harnesses expertise in analytics, cat models and technology. 
“We saw a really a big opportunity to do larger properties 

with much better tech, analytics and underwriting than the 
other techniques that were available,” he said.

“We identified that if we could do a better job on those 
higher limit properties and more complex risks then we would 
have a huge market opportunity,” the executive continued.

The market opportunity for commercial flood has been 
estimated as high as $15bn in terms of annual premium.

With products distributed by retail and wholesale agents, 
reThought’s preferred approach is to provide competitive 
flood coverage compared to what is currently available 
from the National Flood Insurance Program, or to offer new 
flood cover for first-time flood buyers. It believes it can 
offer a superior service and claims experience to the ailing 
government-backed plan as well as providing the larger limits 
that commercial and high value homeowner insureds require.

The MGA is targeting a range of risks, including light 
commercial SME business, high Continued on page 4
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Lloyd’s should write more casualty and reinsurance: Neal
The Lloyd’s market needs to rebalance its portfolio to leave 

it less vulnerable to a disproportionate hit from a repeat 
of multiple cat losses such as the trio of hurricanes and other 
events that hit in 2017, according to the Corporation’s CEO 
John Neal.

Lloyd’s current book of business is weighted towards 
short-tail exposure with roughly a 70:30 ratio to long-
tail exposure.

“I’m stating the obvious but it should be more 
like 50:50. There should be more balance to 
the book. We were exposed to a triple threat. 
HIM came along and, bang, Lloyd’s got hit 
disproportionately. There has to be some redress 
of that balance,” Neal told The Insurer earlier this 
month.

“After all, when we talk about Lloyd’s bedrock, I mean 
yes property cat, but specialty is really more casualty 
than it is property. So a bit of balance would be good.”

He said there was no issue with deploying capacity to 

property cat but suggested it would be better to weigh the 
market’s property cat exposures more towards reinsurance 
than writing the risk on a primary basis.

Neal observed that reinsurance business is more defined, 
with a set limit of liability when a reinsurer decides to write 

a deal, as opposed to insurance, which bears the tail of the 
exposure.

“I’d like to see more reinsurance [written at 
Lloyd’s] because I think that’s a better deployment 
of cat capacity and probably a bit more balance on 
the short to the long tail,” he continued.

Lloyd’s current reinsurance book contributes just 
over £11bn of its £35.5bn of gross written premium, 

based on 2018 figures.
More than half of that was property, with the rest split 

between casualty and specialty (see chart on page 4).
The former QBE chief highlighted growing concerns 

over US casualty business that have grown in magnitude 
through 2019 and were a key talking Continued on page 4

John Neal, 
Lloyd’s CEO
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Aside from a strong public stand by 
select reinsurers in Florida at mid-

year renewals, most of the talk in 2019 
has been about traction in the primary 
insurance market.

From RIMS through to CIAB, momentum 
has been building as drastic actions 
by AIG and others have created a “self-
reinforcing mechanism” where a host 
of other carriers growing on the back 
of hardening rates are also shedding 
underperforming business into the 
market.

That business then reprices, the higher 
prices stick, which only serves to make 
underwriters bolder as they push for 
the next increase. On primary insurance 
business – at least in the 
US – there are very few 
areas that aren’t seeing 
meaningful traction.

And at the CIAB event 
earlier this month there 
were real signs in long-tail 
segments of the insurance 
market that fear is 
beginning to grip, with 
casualty the C-word most often heard in 
senior management discussions.

The story for reinsurers is very 
different, however, and that makes for 
an interesting time as negotiations for 
the upcoming renewals pick up pace with 
reinsurance executives meeting in Boston 
for this year’s APCIA annual meeting.

On the face of it, many of the drivers 
are the same for insurers and reinsurers.

Significant inflation of casualty loss 
trends is hitting reinsurers writing 
proportional covers.

Reinsurers have also not been immune 
to cat losses in property and the 
increased frequency of extreme events 
that have burned segments like excess 
casualty on the underlying business.

So why have reinsurers not pushed just 
as hard for rate increases as their insurer 
clients? Historically the key factor in 
driving the pricing cycle has been another 
C-word: capital. But the transformation 
being seen in the insurance market today 
is not the result of a capital event. Rather, 
it is being driven by cautious capacity 

deployment to counter loss experience. 
There is no real shortage of capital in 
insurance or reinsurance – at least for 
now. The loss experience has not been 
the same for reinsurers, though, largely 
because of the high retentions many 
insurers still carry.

So what might change the mindset 
of reinsurers about their own capacity 
deployment?

Losses, for one. Although quota 
share reinsurers are benefiting from big 
underlying price increases, senior sources 
– particularly in casualty – are of the 
view that even accelerating rates are not 
outpacing loss trends.

Reinsurers too are struggling with 
the concepts of social 
inflation, jumbo jury 
verdicts, harder to model 
perils like wildfire, cyber, 
opioids or whatever the 
next emerging risk is.

A second major 
Japanese storm in a 
month with the memory 
fresh of major creep 

from last year’s Jebi may give reinsurance 
underwriters “the fear” too.

Then there’s retro. As APCIA and Baden-
Baden prepared to get underway there 
was no concrete evidence of meaningful 
capacity being created to plug the gap 
left by the exit of CatCo, alongside the 
reduction in quota share capacity and 
retrenchment from several funds amid a 
loss of investor confidence.

Inevitably that will have an impact on 
capacity deployment to property cat risks 
by reinsurers who were more heavily 
reliant on retro previously.

Arguably the biggest factor could be 
a recognition from reinsurers that the 
pervasive low interest rate environment 
means they must seek better 
underwriting margins regardless of loss 
activity as the future value of assets held 
against long-tail liabilities diminishes.

A year ago there was optimism that a 
rising interest rate environment would be 
sustained. That hope has been squashed. 
Perhaps it is time for reinsurers to get 
religion too.
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point at the CIAB’s 
Insurance Leadership Forum two weeks 
ago in Colorado Springs.

“At the moment there’s an awful lot 
of noise on the casualty book in the US, 
whether it’s on the D&O, or umbrella 
liability, the opioids issue and goodness 
knows what else. I think there’s an awful 
lot in that casualty book that people are 
not yet seeing, but know is there,” he 
said. 

“Ironically, if there is a bit of a 
mini casualty crisis then Lloyd’s is 
underweight. But over time I think we’ve 
got to get more balance in the book,” 
he added. Neal said that momentum on 
rates was also being driven by the fact 
that direct property is still at below the 
technical price, while the reinsurance 

market is yet to react to increase its 
pricing. For Lloyd’s direct and facultative 
(D&F) portfolio – an area of some turmoil 
over the last year – he suggested that 
in 2017 pricing was probably only 60 
percent of the technical rate on average.

That meant it needed a 50 percent 
increase to return to a level of technical 
pricing. With increases of 15-20 percent 
this year, it would need similar increases 
next year with continued momentum 
into 2021 to reach that level, said the 
Lloyd’s CEO.

“I think it needs three years of rate. 
To be fair it’s not unique to the US. 
Most of the big insurers in the world are 
scratching their heads over property 
thinking how do they get it to the right 
technical price,” he added.

value 
homeowners, large complex risk 
properties, and housing associations.

After a proof of concept process 
last year, the firm has now started live 
underwriting and is beginning to put 
meaningful business on its books.

Reinsurer support
Munich Re was a partner on the proof 
of concept project and co-underwrote 
risks as part of the process, allowing 
reThought to fine-tune its approach.

The first risk bound was a direct hit 
from Hurricane Florence but sustained 
no claim or damage. Another insured 
property took a direct hit this year also 
without a claim.

“Our extensive technological analysis 
of the risks proved to be correct. 
The storms and properties behaved 
as reThought’s underwriting team 
predicted,” said Isaacson. Munich Re 
has partnered with the MGA on an 
ongoing program that went live this 
year. reThought put delegated authority 
arrangements in place with Arch 
Specialty Insurance and other unnamed 
carriers this summer which quota share 
the majority of the risk to reinsurers.

It has direct relationships with some 
reinsurers including Swiss Re, but also 
uses intermediaries to build out its 
reinsurer panels.

Neville Ching and Tom Mills of 
Capsicum’s Bermuda platform have 

been working with reThought to access 
capacity for its light commercial SME 
book. Capacity is being assembled 
from US carriers, traditional reinsurers 
and alternative capacity, including in 
Bermuda. “Capsicum Re are delighted 
to be partnering with reThought at this 
pivotal moment in the evolution of the 
US flood market as they endeavor 
to provide solutions for a 
complex peril with their 
unique approach,” Mills told 
this publication.

Swiss Re’s involvement 
is one of several in the 
private flood market by the 
reinsurance giant. The Insurer 
reported earlier this year that Swiss 
Re had been gaining traction in its 
bid to grow the private US flood 
insurance market and signed several 
new carrier and MGA relationships across 
homeowners and commercial lines.

Commenting on the reThought tie-up, 
Swiss Re’s president of US P&C Keith 
Wolfe said: “We’ve been at the forefront 
of trying to establish a robust private 
flood insurance market in the US and 
welcome any partnership that can bring 
meaningful flood insurance to more 
people in this country. 

“At a time when insurers are facing 
increasing profitability challenges, 
technology and a better understanding 
of the risk are opening up new 
opportunities to offer flood insurance 

in all 50 states.” Although he wouldn’t 
comment further on the specifics of 
capacity arrangements, Isaacson said 
reThought has built an underwriting 
platform he believes will outperform 
for reinsurers. The MGA incorporates 
multiple data sources and views of 
risks, processed via its own “model 

convergence engine” to put the 
results together and generate 

reThought’s view of risk 
that it says is more precise, 
incorporating physical 
property characteristics and 
local surrounds.
“The advantage of our 

technology is that we can take in 
multiple data sources and add new 
data sources very quickly which 
means we’re constantly adding to 

our methodology.
“We won’t write something we don’t 

understand. Flood is a peril of inches and 
if you don’t know the exact location, you 
can’t underwrite the risk. We have a very 
high definition view of risk,” Isaacson 
said.

He added that because the MGA can 
assess risk more accurately it is better 
able to protect its capacity providers, 
especially on high limit properties.

“And that’s our goal. We want to 
keep our capacity providers safe and 
profitable, and grow the book in an 
effective way for them over the long 
term,” the executive said.

Continued from page 1

Continued from page 1

Cory Isaacson, 
reThought CEO
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Reinsurers are increasingly optimistic about their 
prospects of achieving improved economics on 

proportional and non-proportional casualty business at 
the upcoming renewals but will need to tread a fine line 
to avoid leaning too hard on under-pressure insurers.

Much has been written in recent weeks about the 
“U-shaped market” where pricing momentum in 
reinsurance has lagged behind that seen in primary 
insurance at the front and retro at the back.

But at the CIAB Insurance Leadership Forum in 
Colorado Springs this month there was a sense that, as 
one senior source put it, “reinsurers are getting religion”.

As this publication reported earlier this week, 
the C-word on everybody’s lips at The 
Broadmoor was casualty, as a climate 
of fear began to take hold at insurance 
carriers, prompting predictions of a lengthy 
sustained hardening phase to the market 
into 2021 and beyond.

The fear is being driven by the experience 
of carriers on their own books, and the 
seemingly endless stream of news pointing 
to a severe deterioration in the environment 
for writing long-tail business.

This includes: insurer’s $751mn exposure 
to the recent MGM settlement; the PG&E 
fallout; the spread of opioid exposures to 
ancillary and even remote insureds; James River’s early 
Uber cancellation; the surge in D&O litigation; the huge 
inflation of “attritional” jury awards and settlements; 
and the crunch in the RPG segment of the hab market.

“And now it seems that the casualty reinsurance 
market is waking up to it too,” said a senior broking 
executive.

High retentions
One theory for the delay in real traction emerging in 
the reinsurance market is that on excess-of-loss (XoL) 
placements at least reinsurers have been insulated from 
some of the larger “attritional” losses experienced by 
the much higher retentions that many carriers have built 
up in recent years.

Because that pain has largely been retained by the 
primary carriers as the dramatic pick-up in loss trends 
and social inflation has taken hold, it is insurers that 
have independently pushed for rate and re-underwritten 
swathes of their portfolios.

In other words they are acting because of an 
imperative to steer their books back towards 
underwriting profitability, not because of actions by 

reinsurers that affect their cost of capital.
There has also been a psychological shift in the 

underwriting and broking community on the underlying 
business.

In the wake of the actions taken led by AIG – as well 
as retrenchment from several other carriers in segments 
of casualty and the impact of Decile Ten at Lloyd’s – 
underwriters at US carriers have become increasingly 
emboldened. Now confident that price increases will 
stick, they are pushing hard across their books of 
business, armed with the support of management to 
actually walk away from an account or cut back limit if 
their targeted rate levels are not met.

There has also been a major shift in 
broker attitude where the focus now is 
on preparing clients for the inevitable 
and ensuring the risk, and evidence of 
differentiating factors like risk controls, 
are fully represented in submissions to the 
market.

Until now reinsurers have arguably taken 
more of a watching brief.

Proportional reinsurers are of course 
already seeing the benefits of some of the 
underlying actions on pricing, terms and 
conditions.

As Hannover Re’s managing director for 
North America Axel Freiboth commented in The Insurer’s 
State of the Market Q&A, “the rate momentum has been 
carried through to us”.

“The action on the underlying business went hand in 
hand with limits management, which is very positive for 
reinsurers,” he said.

The start of a gentle push
However, as previously reported by this publication, 
there had been signs already this year of some 
reinsurers beginning to push back and seek lower cedes 
on quota shares and higher rates on excess-of-loss 
placements.

The upwards march of cede commissions that began 
to be halted 18 months ago is now beginning to reverse 
on a number of deals, with examples of recent renewals 
where reinsurers have been able to claw back half a 
point to two points on quota shares.

There have even been isolated examples of buyers 
trying to lock in cedes on multi-year deals in a bid to 
insulate themselves against a more significant push 
from reinsurers for improved economics down the 
line. Some XoLs are also 
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Reinsurers make case for measured 
push on casualty pricing and terms

Continued on page 8

Key points:
c  Momentum on underlying business 

is driving better economics
c  Evidence of incremental cede 

improvement, but not widespread
c  Some buyers look to lock in cedes; 

others warn reinsurers not to push 
too hard

c  Increased demand is also benefiting 
reinsurers

c  Reinsurers to use low interest rate 
challenge argument
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understood to be seeing rate increases, especially in the 
excess liability market where the frequency of severe 
losses from wildfires to mass shootings has badly stung 
insurers and their reinsurers over the last few years.

In its mid-year update, broker Willis Re noted that 
in US general liability loss emergence from prior years 
continues to be worse than expected.

The point was made by reinsurer sources spoken to at 
CIAB, who noted that insurers have been experiencing 
deterioration on the 2014-2016 years in areas like excess 
casualty, with evidence of some pain emerging on the 
even more recent 2017 and 2018 book.

Loss ratios that had been booked closer to 60 percent 
at the time were now looking more like 90 percent, in 
some instances. That means that despite improvements 
in primary rates and conditions, reinsurers are using 
deteriorating historical experience to push for lower 
cedes or increased excess-of-loss rates, even on 
accounts that have good experience.

Although in-depth details of specific deals are not 
known, there is anecdotal evidence of reinsurers 
being offered participation on a variable quota share 
for a Bermudian with improved terms on a one-year 
basis that were better by a further point if a market 
committed to a second year.

There have been other examples of reinsurers 
managing to lower cede commissions by half a point to 
1.5 points, while on loss-affected excess liability deals 
such as the one placed for energy writer OCIL there have 
been meaningful increases on XoL layers that have been 
hit. Broadly though in parallel with the property cat 

market, primary hardening is outstripping reinsurance 
hardening, driven by the aggressive corrective actions by 
insurers. That may begin to change as the sector moves 
towards the end of the year and into 2020.

But don’t push too hard
Several reinsurers polled by The Insurer at CIAB said 
their aim is to push for lower cede commissions and 
higher rates on XoL where needed to bring margins to 
adequate levels again.

As one senior reinsurer executive put it: “Underlying 
rates are moving, but they’re still not keeping pace with 
loss costs.” There is also a suggestion that fresh demand 
might emerge from insurers looking to address volatility 
in their earnings caused by casualty losses.

AIG has been the most public of insurers with its 
dramatic shift in reinsurance buying. Although doubts 
remain about the fate of its proposed giant financial 
lines placement – sources have said the international 
deal will go ahead but the proposed US quota share 
could be delayed – another large-scale buy would be 
a test of a reinsurance market more cautious over the 
deployment of capacity. Reinsurers are also likely to 
use the low interest rate environment as a central tenet 
of their thesis for why reinsurance rates eventually 
must rise on casualty. As Swiss Re’s Keith Wolfe told 
this publication in Colorado: “It is only a matter of time 
before reinsurers respond in a more meaningful way, 
particularly as they grapple with the challenges of the 
low interest rate environment for their own portfolios of 
business.” 

“It’s a global industry in the way that 
reinsurance balance sheets work, and it 
will sort itself out. Basic economic theory 
says this situation won’t last for long.”

But there was also a word of caution 
from reinsurance buyers at the CIAB event.

Push too hard on quota share cedes and 
those that are able to will simply take the 
business net in a rising market.

“If reinsurers don’t get greedy we’ll let 
them have the benefit from the 25 percent 
uplift [on original business],” said one 
senior carrier source.

“But if they try and push for lower 
commission we will either retain more net 
or look to switch back to XoL,” they added.
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Territory Pro rata 
commission 

Risk loss free % 
change 

Risk loss hit % 
change 

Catastrophe loss 
free % change 

Catastrophe loss hit % 
change 

United States – Healthcare 
Liability 

-1.5% to +4% -3% to 0% 0% to +10% N/A N/A 

United States Workers’ 
Compensation 

-2% to -1% 0% to +2% +3% to +8% -3% to 0% N/A 

Source: Willis Re

Casualty rate movements 
Territory Pro rata 

commission 
XL – no loss 
emergence % change 

XL – with loss 
emergence % change 

Australia 0% 0% to +2% 0% to +5% 

China N/A -10% 0% 

International N/A -5% to 0% 0% to +10% 

United States – General Third-
Party Liability 

-4% to 0% 0% to +5% +5% to +15% 

United States – Motor Liability -3% to 0% 0% to +7.5% 0% to +10% 

United States – Professional 
Liability 

+0.5% -5% to 0% 0% to +5% 

Note: Movements are risk adjusted
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The past two years of renewals have proved 
challenging for reinsurance buyers. Up until 

2017, cedants had been enjoying a period of lower 
frequency of losses on the catastrophe side and 
declining loss trends in other lines such as workers’ 
comp, casualty and professional lines.

“A lot of clients were building capital and looking 
at keeping more of their own risk net rather than 
ceding expected profit through buying additional 
reinsurance,” said Tim Ronda, who was appointed 
president of Aon’s US Reinsurance Solutions business 
in July.

Some of these loss trends have reverted back to 
more normal levels, and in multiple lines at the same 
time. This is leading to higher aggregate losses than 
some clients want to hold.

“Certainly, the loss experience has had an impact on 
cedants’ buying behavior,” said Ronda. “We’re seeing 
several large companies which took larger retentions 
now lowering retentions to more normal levels. We’re 
seeing that dynamic even with mid-size companies 
as well. These losses aren’t coming from just one 
area. They seem to be coming from several areas and 
clients are thinking holistically about their total 
risk.”

Aon last year launched a new unit to help 
clients optimize the capital supporting their 
businesses. The Capital Advisory unit was 
announced in September 2018, and brought 
together three existing teams: the rating agency 
team, the structured reinsurance solutions team, 
and the M&A team.

The goal was to help clients achieve capital 
efficiency either by accessing alternative or traditional 
capital or by identifying opportunities that make 
better use of existing capital, while taking into 
account cost and returns.

Kelly Superczynski was announced as the head 
of the Americas Capital Advisory team in October 
last year.

“Reinsurance has always been really valuable,” 
Superczynski said. “The rating agencies give 
substantial credit for reinsurance, and so I wouldn’t 
say that that has changed. But what has changed is 

how companies are thinking about reinsurance and 
using it.”

One area that has underlined this shift is the uptick 
in reserve transfer deals in the past 18 months. 
Superczynski said companies are thinking about loss 
portfolio transfer (LPT) and adverse development 
cover (ADC) transactions more now than in the past 
ten years. An LPT is an easy way for companies to 

exit lines of business, with a reinsurer assuming the 
remaining runoff on those lines.

“Companies are seeking really to manage tail 
volatility,” Superczynski said. “There’s a lot of noise 
in the market around some of the casualty lines. 

Companies are proactively thinking about 
how they can cede the risk of adverse loss 
development to a third party reinsurer. So I 
would say companies are being very thoughtful 
about how they can use these LPT and ADCs as 
a form of capital management and as a form of 
volatility management throughout their planning 
process.”

Capacity has increased for run-off deals as 
well, which has made the pricing for these 

types of deals more competitive. Berkshire Hathaway 
remains the dominant player for ADCs. While Swiss 

Re has pulled back from the area a bit, other 
players such as the traditional run-off market are 
stepping up their participation for these types of 
cover.

“In the past, a lot of these deals failed to 
materialise because they were cost prohibitive,” 

said Superczynski. “But given the capacity and new 
markets, pricing is more accretive than it has been in 
the past, so we see more deals getting done.”
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Re-evaluating 
retentions and reserves
Cedants are changing their behavior in  
response to the low interest rate environment 
and underwriting losses, according to Aon’s  
Tim Ronda and Kelly Superczynski

Kelly 
Superczynski

Tim Ronda

We’re seeing several large companies 
which took larger retentions now 

lowering retentions to more normal 
levels. We’re seeing that dynamic even 

with mid size companies as well





Why is the reinsurance market lagging behind the US 
primary insurance market in achieving meaningful 
upwards momentum on rates?
Jason Busti: There are several contributing factors. 
Capital in the (re)insurance market remains in 
abundance, there hasn’t yet been a significant capital 
“event” resulting in meaningful retrenchment, and the 
reinsurance spend of many insurance companies has 
meaningfully decreased over the past five to seven years 
as retentions increased materially. The combination of 
less working layer exposure/losses to reinsurers plus a 
general hesitation to disrupt relationships (‘first mover’) 
may contribute. Looking forward, however, the impact 
of cat events and non-cat 
industry loss activity against 
a backdrop of capital 
or capacity constraints 
by some, increases in 
reinsurance purchasing 
to protect earnings, and a 
lack of excess reserves in 
the (re)insurance industry 
more broadly, suggest rate 
pressure will be increasing.

Regardless of the drivers, we have to acknowledge 
that profitability across the industry is not sustainable 
and, as a result, reinsurers have to take actions to 
ensure our collective future success.

John Jenkins: Capitalization still has to be the answer. 
There’s still a lot of capital in the space, and while 
there’s less alternative capital than there was, it’s still 
significant. Everyone is under the realization that we 
have to improve things. We all know what we need to do 
and now it’s a case of how much ability we will have to 
actually follow through.

I personally think that we’re going to see some follow 
through. The primary side is accelerating, and that’s a 

great story. But we’re getting squeezed on the retro side 
and I think in the reinsurance space we feel as if we’ve 
made some progress, but it still doesn’t feel that good.

Axel Freiboth: Momentum started this time on the 
insurance side because pricing had been in a great 
downturn for a long time and it just wasn’t sustainable. 
The constant pain on the underlying business triggered 
the market to finally react. 

From a reinsurance perspective it also became 
apparent that we needed to adjust rates. But with many 
of the placements on a proportional basis, that rate 
momentum has been carried through to us. The action 

on the underlying business 
went hand in hand with 
limits management, 
which is very positive for 
reinsurers. I think we are 
in a sustained firming 
of the market; it’s not 
hard, but it’s consistent 
firming, which is better for 
the market than a sharp 
increase that triggers new 

capital coming in.

Lisa Butera: For a time I think the reinsurance market 
probably was behind the primary space but that 
is changing and we now seem to have reached an 
inflection point in the P&C environment.

Nat cat reinsurance rates increased by double 
digits in severe loss-affected areas such Florida, for 
example. Property per risk business also had pockets 
of hardening driven by loss activity. For upcoming 
renewals, we expect flattish price development for loss-
free business and further upward trend for loss-affected 
business. 

In casualty, rates have 
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been broadly stable. We observed strong pricing 
improvements on treaties where increases were needed 
due to claims emergence.

Erik Soria: In the US casualty space, many reinsurance 
treaties are on a pro rata basis, so while it may seem 
like there’s a lag if pro rata reinsurance terms remain 
flat, with rate coming in on the underlying business, 
that’s not the case. On excess of loss positions, the 
upward rate momentum does not directly flow through, 
as the rate momentum is usually more significant in the 
retained layers before going into excess of loss layers. 
That means excess of loss markets have to push on their 
reinsurance terms more 
significantly than pro-rata 
markets to achieve the 
same upward momentum, 
which is both an optics and 
psychological challenge. 

Additionally, with the 
bundling of insurance 
businesses into core 
casualty treaties over the 
years, the reinsurers’ rate 
improvement is sometimes a much lower, blended 
overall average of the entire portfolios versus the 
significant rate increases achieved by one division or 
line of business.

How can reinsurers support the growth of the cyber 
insurance market while also managing their exposure 
and risk accumulation?
John Jenkins: We battle with that conundrum every 
day. At Scor we’re probably underweight compared 
to our peers. First we look at our client and ask if we 
have a broad trading relationship with that client. Then 
we’ll talk to them and see whether their approach 
to controlling exposures and modeling worst-case 
scenarios is in line with ours.

If we have a meeting of minds on that and we can 
control the downside of our exposure then we’ll write 
cyber on a limited basis. We recognize as a reinsurer 
we need to provide solutions to our clients and as an 

industry we need to do a better job of understanding 
the exposure. We are a big supporter of the move 
towards affirmative coverage. If an insurer can exclude it 
out then offer the affirmative coverage it’s much easier 
for us to partner with them.

Axel Freiboth: The focus on affirmative cyber is a 
tremendous help to us as a reinsurer. When we run 
through our realistic disaster scenarios to measure 
exposures, still the biggest part comes from the silent 
cyber portion. Getting paid for the exposure and having 
affirmative coverage, or on the other hand excluding 
the peril, will absolutely help the industry get its arms 

around the exposure. 
Seeing that shift from 
market leaders is a good 
sign and allows others to 
jump on the bandwagon. 

We are a very big 
supporter of cyber coverage 
and want to continue 
doing that, so the move 
to affirmative will help us. 
Otherwise we have to put 

into place exposure caps, and who knows where those 
caps are set and whether they are set correctly.

Mark Synnott: Reinsurers can support the growth of 
the cyber insurance market by continuing to increase 
their understanding of the accumulation exposure 
posed by cyber insurance, which will allow them to 
more confidently price reinsurance coverage. We 
have already seen a growth in the willingness of 
reinsurers to write cyber coverage and we expect this 
to continue as market understanding of the underlying 
exposures improves. Cyber modelling is becoming more 
sophisticated and this will help reinsurers both in their 
pricing calculations and in their own efforts to manage 
risk accumulation. We see today’s market as somewhat 
akin to the early days of property cat modeling in the 
early 1990s which helped expand property cat capacity 
and laid the foundation for the highly liquid property 
cat market we see today.
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industry-wide, and should be viewed more as a set 
of bespoke challenges, while for Guy Carpenter’s 

Vicky Carter, “as primary companies grow in size 
through acquisition, we are seeing them buy down 
retentions and utilise reinsurance as earnings 
protection”.

Aon’s CEO of Reinsurance Solutions, Andy 
Marcell, agreed that there is a disconnect between 

insurance and reinsurance pricing, “which is probably 
true for some of the global firms but not 
for all of them”, while others suggested that 
much of this is stemming from a desire to 
reduce volatility and achieve “a headwind 
drag with those rates”. 

An interesting observation was made 
with regard to the potential fragility of 
retrocessional capacity, with participants 
suggesting that if we have another cat heavy 
experience in 2019, in effect making three 
heavy loss years in a row, then that could 
place a real strain on the retro market. This 
could have lasting effects, according to 
Reardon: “I think that retro capacity is really 
fragile. If it pulls out, we’re looking at an 

expected return of 10, maybe 12, percent — and with 
three loss-making years, it’s not compelling enough 
for the capital markets to come in and help keep these 

As Scor’s Jean-Paul Conoscente noted, “insurance 
companies have lived off high commissions and 

cheap reinsurance for a while, and that’s a drug 
that is hard to come off… it’s interesting because 
rate increases have not been driven by losses, it is 
more a case that the market has put its hands up 
and said ‘no more!’” 

Tiger Risk managing partner and CEO Rod Fox 
agreed that reinsurance is where it’s at. “We are seeing 
increased demand for reinsurance, and 
people have asked for increased reinsurance 
prices but there is a degree of kickback from 
the buyers,” Fox said.

Hamilton Re’s Kathleen Reardon pointed 
out that retro capacity is “very fragile” and 
the market needs to accelerate reinsurance 
rate increases, while Liberty’s James 
Slaughter suggested that while in the past 
the connection between the insurance price 
and the reinsurance price was absolute, he 
was not sure that’s the case at the moment: 
“At Liberty, we buy reinsurance at an explicit 
price for our reinsurance needs, but it bears 
no relation to our underlying underwriting 
pricing on insurance.”

According to one participant, the pricing issue 
the market is facing at present is not necessarily 
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prices down. We need to accelerate our reinsurance 
rate increases to continue the upward trend to reach 
a sustainable market.”

“You don’t often see a pricing market like this,” 
said Axa XL’s Greg Hendrick. 

“In insurance we are seeing rate increasing 
and that is accelerating towards double digits. In 
reinsurance we saw improvement in June andJuly 
but not as much,” he added.

Looking at the retro market, Hendrick said 
rates went up at 1 June renewals between 10 
and 20 percent. 

“This is what I call the inverted rate 
curve — getting more in insurance, less in 
reinsurance, and more in retrocession. This 
will put pressure on reinsurance rates to go 
up,” Hendrick added. 

Unlocking pools of risk
Another significant topic for this roundtable 
was the notion of the (re)insurance market 
engaging more effectively with the actual 
risks it can cover, and actually unlocking 
“pools of risk” which it hasn’t necessarily been able 
to in the past. A real concern here raised by several 
participants was the potential threat of silent cyber, 
with some insureds realising perhaps belatedly that 

they are not going to be able to get the same cover 
here that they may have been accustomed to 

historically from the market. On the carrier side, 
some are perhaps still not alert to the level of 
threat from silent cyber.

The role of modelling risk was raised by Carter. 
“As the nature of risk changes and becomes far 

more complex, and exposures in non-peak peril 
risk accumulate, and the significant loss 
creep on catastrophe losses continues 
to develop, models will require a total 
recalibration… The emergence of new 
risks and the impact of the model change 
will reshape the reinsurance landscape 
dramatically,” she said. 

Charles Mathias, group CRO and group 
executive director at Fidelis Insurance, 
added that “people have said that model 
drawdown is much greater than they 
expected. To an extent, investors have lost 
confidence in the models”.

“Look at driverless cars,” said Carter, 
proposing that manufacturers are crying 

out for the industry to provide them with products for 
product recall and cyber, which could be interesting 
given the prospective shift that envisages in terms 
of liability from driver to 

The future of reinsurance

Continued on page 18
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manufacturers. She also pointed to the 
development of cyber, noting that Beazley 
started writing this at Lloyd’s over 10 years 
ago with a very limited product and “now 
look at how that market has exploded… it 
often takes one party to jump in and take the 
initiative and opportunity.”

“We seem to have lost sight of the utility 
and ability to syndicate risk on new product 
and thereby share the ‘learning cost’ 
exposure of introducing new products, which 
was one of the key strengths of Lloyd’s 
historically,” added Mark Cloutier, executive 
chairman and group CEO of Aspen.

New threats
In a year which has seen continuing 
litigation in the US over the so-called ‘opioid 
epidemic’, perhaps it was unsurprising that 
participants raised concerns about where 
the next ‘asbestos issue’ for the market 
might come from, with anxiety that given 
increasing jury awards stateside, risk is not 
being priced, or indeed actually addressed 
properly by a market that tends to retreat 
when there’s a problem.

“What if the industry switched focus and 
developed processes to support our insureds 
in developing good governance and good 
management to help prevent these losses 
from happening?” asked Reardon. 

“Otherwise, what we’ll do, as an industry, 
is exclude it next year versus improving the 
entire process. What can we do differently to 
avoid having that same reaction?”

The dangers posed by historic risks are 
also cause for concern. As Reardon noted: 
“There is a real worry about developments 
in the casualty markets now. Casualty tail 
deterioration is a real issue, while property 
has been propping up casualty reinsurance 
for some time now.”

Subscription and data scrutiny
Igor Best-Devereux of eReinsure said that 
syndication is one part of the equation: 
“Lloyd’s is now driven by corporate capital 
and management has return objectives 
to meet. 40 years ago you had individual 
underwriters who might take a gamble on a 
new type of risk. 

“The market prided itself on that. There are 
valid approaches to estimating risk without 
past loss data. 

“Technology also offers new tools with machine 
learning more quickly refining some of these guesses. 

You certainly need a larger margin for error.”
He also suggested that the market can 

drill down to a much more granular analysis 
of each risk: “The reinsurance market has 
participated in the tremendous economic 
growth of the past 50 years. 

“But risk selection may need more 
attention. Getting better data about risks 
should help in selection. 

That data must be shared with reinsurers. 
It should support the reinsurers in more 
granular analysis of risks. 

“Capital management ends up being 
improved whether it’s an ILS or more 
traditional reinsurer balance sheet.”

Scor’s Conoscente brought up the need 
to for the market to continue to innovate, 
as “innovation is linked to the profitability 
of the business: the more profitable the 
underlying business is, the more you can 
invest in innovation”.

As Aspen’s Cloutier added: “we need to 
embrace and push product innovation. If 
we simply recycle the same business, risks 
and products we are not going to grow 
demand and will therefore always be subject 
to the impact of the whims of the supply 
side, being capital in and out depending 
on potential returns relative to other asset 
classes.” 

Here Deloitte’s Kurt Mitzner brought the 
table back to an earlier topic by posing the 
question of whether pricing power is directly 
linked to quality and access to data? 

“The worry is that technology companies 
like Google will come in and provide the 
data, and therefore determine the price,” he 
said.

Ultimately, however, participants were 
optimistic that the market can rise to the 
challenge of both underwriting and pricing 
risk adequately, especially as things become 
more technologically-advanced.

“How we think about these evolving 
risks is important,” said Fidelis’s Mathias. 
“We need to be a lot more innovative; we 
have large balance sheets that support 
catastrophe risk but we should innovate 
on product and find other ways to use that 
capital.”

But as Aon’s Marcell sagely enquired: 
who has pricing power in the end? “Those 
advocating technology and efficiency may 
not necessarily affect pricing in terms of 

pricing power, but they may reveal the true price,” he 
said.
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