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Argo working with Willis Re 
on potential legacy transaction
Bermudian (re)insurer Argo Group International Holdings 

is working with broker Willis Re and the group’s capital 
markets and advisory arm on a potential run-off deal, The 
Insurer can reveal.

Sources said that the process could include the 
disposal of a $300mn-$400mn book of liabilities 
from back-years business in its US operations.

Last month on the carrier’s second quarter 
earnings call, CEO Mark Watson confirmed that 
discussions relating to the sale of its run-off book 
were ongoing. Argo had entered into a review of its 
legacy business at the end of 2018, he added.

The company has legacy business in several of its 

operating units, including Lloyd’s and its US specialty 
insurance platform. Argo has been focusing on initiatives to 
improve ROE against the backdrop of challenges from activist 

investor Voce Capital Management earlier this year.
A run-off portfolio divestment was one of several 
“low-hanging expense fruit” areas that Voce said 
could deliver immediate savings for Argo in a 
presentation back in May.

On Argo’s Q2 earnings call, Watson stated: “Well, 
I think we mentioned a couple of quarters ago that 

we’ve entertained looking at a sale of the run-off 
book for, oh gosh, well, we’ve been looking at it off and 

on for 20 years.” Continued on page 6
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Eklund mulls new retro ILS start-up for 1.1
Former RenaissanceRe and Aeolus executive David Eklund is 

working on a potential fundraising for a new retro-focused ILS 
fund that is thought to be targeting a size of up to $600mn-$700mn, 
The Insurer can reveal.

Sources said that Eklund has been linked with long-time 
investment partner Warburg Pincus on the initiative, which was 
a start-up backer for Aeolus and RenaissanceRe.

Although senior sources suggested the proposed vehicle 
is at the very nascent stage, it is understood to be aiming to 
be in place to provide retro capacity to an increasingly tight 
marketplace in time for the crucial 1 January 2020 renewal.

There is widespread consensus that reinsurers going into 
the upcoming renewal season will not be able to secure the 
amount of retrocession previously purchased at the same price 
as last year, when the cost of cover had already significantly 

increased. The end of last year saw a strong hardening of retro 
prices as collateralised and traditional markets reacted to 
developing losses on wildfires, other 2018 cat losses including 
Hurricane Michael and Typhoon Jebi, and loss creep from prior-
year events.

Further loss creep this year and the issue of collateral lock-
up has impacted capacity in the retro space, particularly for 
some aggregate products.

Redemptions at a number of ILS funds and the exit of Markel 
CatCo exacerbated the situation.

The retro market has been more reliant on ILS funds than 
other parts of the (re)insurance sector in recent years, with 
senior broking figures publicly acknowledging that for the first 
time in more than two decades those funds are smaller in the 
aggregate than they were 12 months ago. Continued on page 6
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Earlier this year, as capacity was 
squeezed in segments of the US 
commercial insurance market, a common 
complaint coming out of carrier and 
broker management concerned the 
experience gap.

Some of the wise old heads who 
had heralded the death of the pricing 
cycle in the long soft market were now 
bemoaning the fact that a generation 
of younger colleagues had never seen a 
hard market.

That was playing out in renewals as 
underwriters who had rarely said no were 
being asked to get big rate increases or 
walk away from deals.

And brokers who’d rarely heard an 
underwriter say no were now having to 
sell the idea of significant price rises to 
clients used to spending less each year 
for their insurance.

Even in areas of the E&S market 
– traditionally the market to go to 
when you need to get a deal done – 
senior broker sources were showing 
disappointment at a lack of flexibility 
from underwriters.

“It’s more of a standard lines approach, 
it’s more corporate, but it’s also a lack of 
experience,” said one.

As executives down in Monte Carlo 
this week navigate a transitioning 
marketplace ahead of the 1 January 
renewal, is an experience gap also 
stymying progress at the negotiating 
table for reinsurers, retrocessionaires 
and reinsurance brokers?

Some would say that it is.
“As a company in this turning market 

that’s one of the main challenges we 
have. Beside the older underwriters who 
have been through a hard market, most 
of the junior to mid-level underwriters 
have never seen a hard market in their 
career,” one senior reinsurance executive 
told The Insurer down in Monte Carlo this 
week.

The art of the deal from the 
underwriter’s perspective – pushing 
the broker but not pushing too hard – 

requires a change in mentality, and a 
willingness to say no and walk away from 
the business.

Brokers face the same problem. With 
the exception of senior, seasoned brokers 
now typically in the management ranks, 
most who are doing the business day to 
day have not seen a hard market in their 
career or had reinsurers regularly say no 
to them. And senior sources have pointed 
to cases where overreaction from less-
seasoned brokers to a reinsurer saying no 
has required higher level intervention to 
rescue and rebuild relationships.

A counter argument would have it that 
in a reinsurance sector where technical 
and financial knowledge supported by 
sophisticated analytics has come to the 
fore, the importance of experience is not 
what it was.

“The quality and calibre of people in 
the industry is so much higher than it 
once was that any lack of experience 
is seriously compensated for by that 
knowledge,” said a senior broking 
executive.

“Thirty years ago this business was 
done on relationships, without so much 
firm technical foundation,” they added.

Although experience is still a driver 
of behavior, they argued that the much 
stronger technical foundation now 
present in the reinsurance industry 
means the margin for behaviorally driven 
serious errors is much smaller.

That means both sides should come 
to the negotiating table armed with the 
data to support their positions leaving 
the path clear for a rational outcome.

But behavior in a market is also driven 
by momentum that can sometimes 
supplant the rational outcome.

Just as an underwriter might have kept 
saying yes to a deal that they probably 
should have said no to in a soft market, 
adding momentum to the down cycle, 
the pendulum might swing too far the 
other way in the current marketplace. 
That could yet make for some challenging 
negotiations in the coming months.
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Yesterday, The Insurer revealed that 
Hyperion’s London market specialty 

broker RKH was poised to formally 
launch a new tech-led facility after 
trialling it with a number of Lloyd’s 
insurers, including lead market Axa XL, 
and Amlin and Beazley.

Underpinned by loss data going back 
five years, Rethink enables syndicates 
to provide follow capacity behind lead 
markets on a platform that offers digital 
placement and processing. Focussed on 
Lloyd’s, it has cost the group more than 
£3mn ($3.7mn) to develop.

Speaking to The Insurer ahead of 
the Monte Carlo Rendez-Vous, Howden 
said RKH and the Hyperion Group was 
placing a “big bet on Lloyd’s”, adding 
that Hyperion was already one of the 
market’s largest business providers.

According to Howden, Hyperion 
brokers RKH and Howden placed around 
£2.1bn GWP into Lloyd’s in 2018, almost 
two-thirds of a total book of over £3bn.

“In 2019, we believe we are second 
only to Marsh-JLT Specialty as the largest 
producer of direct business into Lloyd’s. 
That’s already a sign of our commitment. 
The recent developments, however, are a 
double-down”, Howden added.

In addition to Rethink, last week JLT’s 
former head of analytics David Flandro 
formally joined the group to launch a 
new analytics division within Hyperion’s 
recently launched data and insurtech 
business arm, Hyperion X.

Flandro is thought to be one of over a 
hundred former Marsh or JLT staff that 
have left the world’s largest broker after 
MMC completed its £4.3bn acquisition of 
the UK firm earlier this year.

Other major hires include members 
of JLT’s financial institutions team, 
including leader Mark Wood, producers 
from JLT’s estate team, including Nigel 
Todd and Steve Moore and former head 
of portfolio management, Toby Pollard.

Howden says the firm’s independence, 
scale and commitment to supporting 
revenue-producing producers makes it a 
“natural home” for disaffected talent.

“Our culture is ‘can do’ and our 
earn-out and incentive model is 
designed to reward talented producers. 
Our commitment to independence is 
demonstrated by the fact that employees 
currently own almost 45 percent of the 

group equity”, Howden told The Insurer.
“Our customers don’t want us to 

sell. Our staff don’t and our markets 
don’t. I’m not for selling. We will remain 
independent,” he exclaimed.

Howden said he remained supportive 
of the broad thrust of Neal’s Lloyd’s 
program. “Of course the devil is in 
the detail, but the idea of reducing 
inefficiencies, improving processes 
and continuing to support high 
quality underwriting is a vision we 
wholeheartedly endorse”.

The Insurer Comment:
For Neal’s Lloyd’s reforms to work, he 
has to engage the market’s brokers. 
After all, they don’t have to use Lloyd’s 
systems – they can always place the 
business elsewhere. Last month, 
ambitious start-up broker McGill & 
Partners gave Neal a fillip with news that 
he is to place the group’s headquarters 
within the Lloyd’s building. One can’t 
imagine that announcement would have 
occurred a year ago when Inga Beale was 
at the helm.

While a few months ago, the CEOs of 
the world’s three largest global broking 
groups MMC, Aon and WTW, agreed to 
join a new advisory council established 
by Neal. Howden’s comments – and 
the launch of Rethink – is an equally 
significant boost. After all, RKH already 
places £2bn into Lloyd’s but has an extra 
£1bn that currently goes elsewhere. 
Ultimately, that has to be the prize on 
offer…

 In 2019, we believe we are 
second only to Marsh-JLT 
Specialty as the largest 

producer of direct business 
into Lloyd’s

Hyperion’s “big bet on Lloyd’s”
Hyperion Group co-founder 
David Howden has welcomed 
Lloyd’s CEO John Neal’s reform 
agenda and said a major 
new initiative by its group 
subsidiary RKH demonstrates 
the firm’s commitment to the 
300+ year-old market
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The company’s 
move to look to 

execute a legacy transaction comes at a 
time when (re)insurers are increasingly 
looking at ways of offloading back-
year liabilities to free up capital, boost 
returns and reduce earnings volatility 
around prior-year reserve movement.

In a report this week, S&P highlighted 
the use of loss portfolio transfers (LPTs) 
and adverse development covers (ADCs) 
by (re)insurers to de-emphasise their 
non-core legacy business.

Insurance Business Transfer (IBT) is 
also emerging as a restructuring option 
as more innovative structured legacy 
solutions become part of the wider 
legacy universe, the report suggested.

“We believe (re)insurers will continue 

to strive to achieve better risk-adjusted 
returns by redeploying capital to focus 
on their bread-and-butter business,” it 
added.

“As (re)insurers contemplate mergers 
and acquisitions, management teams 
could seek structured solutions to 
mitigate their exposure to legacy 
business. In addition, (re)insurers may 
need to prune unprofitable non-core 
products as the sector is coming out of a 
soft pricing cycle.”

(Re)insurers have relied on LPTs and 
ADCs to exit lines of business, reduce 
regulatory capital burdens, minimise 
earnings volatility, enhance liquidity, 
shore up their balance sheets and 
optimise their administrative resources.

“These structured solutions go beyond 

traditional risk transfer covers and 
combine risk transfer with balance-sheet 
management considerations,” says the 
report. 

Recent LPTs include Enstar’s 
assumption of US asbestos and 
environmental liabilities from Zurich 
Insurance Group, with the Swiss carrier 
also transferring a UK employers liability 
legacy book to Catalina in the last 12 
months.

And on Sunday it was announced 
that Zurich had agreed a deal to sell 
its German professional architects’ 
and engineers’ professional indemnity 
portfolio to DARAG, in a combination 
of an LPT and IBT. The deal sees DARAG 
assume more than EUR180mn of 
reserves.

Day 3 | Monte Carlo Rendez-Vous 2019 www.theinsurer.com

As well as the 
exit of CatCo, 

several funds, such as Stone Ridge, 
have seen shrinkage in real terms of 
their (re)insurance linked assets under 
management, while others have had to 
deal with the impact of trapped collateral.

At the same time as retro capacity has 
been shrinking, demand for the product 
is continuing to rise, as reinsurers look for 
balance sheet protection.

Warburg Pincus has a long history of 
investing in the sector, and continues to 
be active, including its commitment of 
$250mn+ of funding behind ambitious 
retail/wholesale broking start-up McGill & 
Partners.

The connection with Eklund and his 
Aeolus co-founder Andrew Appel is also 
long-standing.

The US private equity giant led the 
$500mn investment to fund Aeolus 
Re when it launched as an unrated 
collateralized Bermudian vehicle in 2006 
to target property cat business in the 
aftermath of Hurricane Katrina.

It also invested alongside General 
Electric Pension Fund and USF&G 
Corporation in 1993 to create Eklund’s 
former employer RenaissanceRe and was 
a start-up investor in Arch Capital in 2001.

Eklund had been president and CUO of 
RenaissanceRe before leaving in 2004 and 
was initially chairman and CEO of Aeolus 
Re.

His co-founder Appel was a former 
president and CEO of Arch Capital who 
was initially chairman of the collateralized 
reinsurance start-up’s parent company 
Aeolus Re.

Aeolus Re eventually became Aeolus 

Capital Management, the ILS fund 
manager that now has an estimated $4bn 
of assets under management.

The firm has a focus on the property cat 
reinsurance and retrocession market.

In a 2017 transaction, Elliott 
Management funds bought a controlling 
interest Aeolus Capital Management and 
its affiliated entities from Appel and 
Allied World, which had been a minority 
investor since 2012.

Both Appel and Allied World retained 
a minority interest alongside Aeolus 
management, with Appel moving to 
become non-executive chairman.

Warburg Pincus declined to comment 
on this article.

Continued from page 1

The Insurer comment
That the retro market is set for a 
significantly harder renewal than last 
year currently looks indisputable.

Only yesterday, The Insurer revealed 
that blue chip and early retro buyer 
Scor is looking for alternatives to the 
aggregate portions of its programme 
in what it expects to be a much 
tighter pricing environment.

Sources have talked about 
continuing jitters at incumbent ILS 
funds looking to fundraise ahead of 
the renewal after a near miss from 
Florida and fears over Typhoon Faxai 

– with some time still to run in the 
wind season.

That creates an opportunity for 
new capacity, unencumbered by the 
legacy issues, to seek returns in an 
improving marketplace. Against that, 
there’s a recognised flight to quality 
in the ILS market that potential 
start-ups will have to overcome. 
Eklund, however, has a strong track 
record which will be necessary to 
persuade investors wary over recent 
loss experience and also prospective 
cedants.

Continued from page 1

At the same time as retro 
capacity has been shrinking, 
demand for the product is 

continuing to rise, as  
reinsurers look for balance 

sheet protection
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I t is 12 months almost to the day that, writing for 
this publication on the eve of Les Rendez-Vous 

de Septembre I urged the incoming Lloyd’s CEO to 
recognise and build on the importance of the market’s 
independent wholesale brokers and play to their 
strengths in wholesale and specialty.

Much of this talk since then has centred on 
streamlining processes and services, shortening 
distribution chains, enabling efficient product 
development placement, and making capital 
deployment more flexible – all to the clear 
benefit of the market.

And more pressingly, what role do 
independent brokers play in this brave new 
world? There has been very little positive 
mention of the broker channels so far, much 
less the role of independents.

A deafening silence?
This stands out given that, whether you like it or not, 
ours is a predominantly wholesale broker-driven 
market. Indeed, Lloyd’s brokers have successfully 
brought steadily increasing volumes of quality, 
qualified open market and coverholder business into 
the market for years.

And yet, in London the chain can be ridiculously long 
in some instances. 

We must make distribution more sustainable and 
cut out the fat – this is clear and must not be a taboo 
topic. If you’re not adding value to the chain, then 
you shouldn’t be in it, it’s that simple.

But it seems to me there has been limited 
communication and collaboration with the brokers 
when it comes to this vision for the future of 
Lloyd’s – the smaller independents in particular – 
and this concerns me.

 
Consolidation limits choice
Furthermore, the steady consolidation among (re)
insurance brokers has meant that, one by one, the 

traditional independents are disappearing and the 
behemoths are allowed to dominate the market. What 
has this done to the concept of choice?

There is a pressing need to have an honest and 
transparent conversation about the role of brokers 
in our market. From where we are standing, broker 
consolidation is directly driving demand for expert 
independent advisors that can bring new capacity, new 

products and a more cost-effective approach.
There is an agility, creativeness and 

determination among smaller independent 
brokers that embodies the problem solving 
spirit of the Lloyd’s market. We are keenly 
exploring fresh frontiers for insurance – 
working to find a place for new, uncovered 
risks that are being created as our societies 
modernise.

An integral role
Brokers play an integral role at Lloyd’s, and without 
them the market’s efficiency challenge will not be 
solved.

Creating a digital paperless broker that trades 100 
percent electronically with no legacy is the Holy Grail. 
I believe this will enable the market to transact the 
current business efficiently but I do not believe it’s in 
Lloyd’s interest to compete with the likes of State Farm 
or Liberty Mutual on standard admitted business. We 
are an excess and surplus and reinsurance market – 

there’s nothing wrong with continuing to be the best 
in that area.

It’s the people that make this market unique, 
and it is the people and relationships that will 
move any transformation projects in this market 
forwards. Without the buy-in of the market, plans 

on paper remain just that.
Lloyd’s now has a clear opportunity to work with the 

market’s brokers – all brokers not just the majors – to 
transform efficiency and interoperability. It’s about 
time!

Day 3 | Monte Carlo Rendez-Vous 2019 www.theinsurer.com
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Without the buy-in of 
the market, plans on 

paper remain just that

One year on from The Insurer’s revelation that it was John Neal who would take the reins 
as the new CEO of Lloyd’s, Toby Esser, chairman of AFL Insurance Brokers, gives his take 
on market transformation so far and the role of independent brokers

The role of the 
independent broker in 
the future of Lloyd’s

Toby Esser, 
chairman of 
AFL Insurance 
Brokers
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They are a resilient lot, those Lloyd’s Names. 
Buffeted by the winds of economic and judicial 

adversity, this set of investors has remained a loyal 
and perspicacious component of the market.

Indeed, despite the obvious enthusiasm Lloyd’s 
has demonstrated for 
the warm embrace 
of corporate 
capital in recent 
years, individual 
capital continues to 
provide a significant 
proportion of capital to the market: this year 
Names provide some £2.8bn of capital, 
representing approximately 9 percent 
of Lloyd’s overall capital base.

From a numerical standpoint, 
too, Names – whether writing 
on a limited or unlimited 
liability basis – have also 
remained relatively stable, 
with 1,820 individual Members 
supporting the market in 2019 compared to 1, 820 
in 2011, for example (see table), a relatively modest 
decline of 11 percent. And all of this despite enduring 
the significant market-wide losses that have beset 
Lloyd’s for the 2017 and 2018 years of account.

From the standpoint of the Names, it remains easy to 
see why investing in such a potentially volatile market 
remains worthwhile. According to Members’ agency 
Argenta, for example, “the single most significant 
attraction to underwriting at Lloyd’s remains the 
potential to use certain investment assets twice”. 

As the agency outlines, the collateral to support 
underwriting does not have to be paid up in advance 
in cash but can be provided via a bank guarantee or 
letter of credit secured on a portion of an existing 
investment portfolio:

“For example, this can enable investors to retain 
income and gains on a portfolio of property outside of 

their principal private residence whilst also benefiting 
from insurance returns from Lloyd’s. When used in a 
qualifying trade such as Lloyd’s, the same assets may 
also benefit from business property relief for 

inheritance tax purposes, 
making Lloyd’s vehicles an 

interesting estate planning 
consideration.”
Besides, according to 

Argenta, in addition to a 
double use of assets, 
Lloyd’s investments 

exhibit a low correlation 
with other more traditional 

assets and therefore can 
provide valuable diversification 

for investors seeking to spread 
risk amongst alternative asset classes.

The Boris factor
Still, one cannot entirely ignore the potential 
underwriting losses and cumulative losses of over 
£3bn in 2017 and 2018 are hardly to be sniffed at. Yet, 
even after enduring such a torrid time of late, it could 
be that Names have yet another obstacle to surmount 
in the coming months, and this from a party they 
might have ordinarily regarded as a natural ally: the 
UK’s latest Prime Minister, Alexander Boris de Pfeffel 
Johnson, who has repeatedly stressed since kissing 
the hands of Her Majesty that the UK must leave on 31 
October “deal or no deal”.

Speaking at the recent G8 Summit in Biarritz, 
Johnson said the chances of a Brexit deal are “touch 
and go” – having previously observed that the odds of 
a no-deal Brexit were “a million to one”.

In an interview with the BBC, the Prime Minister said 
it “all depends on our EU friends and partners”. When 
pressed on the chances of a deal, he said: “I think it’s 
going to be touch and go. But the important thing is to 
get ready to come out without 

The Names’ 
capital conundrum: 
navigating a  
no-deal Brexit
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a deal.” The prospect of no deal Brexit should be of 
concern to Lloyd’s investors in one respect. While in 
many ways the market has taken the necessary steps 
to insulate itself from any possible adverse side-
effects of Britain leaving the European Union – most 
noticeably with the establishment of Lloyd’s Brussels – 
some of the ramifications of Brexit are as yet unknown. 
However, in the event of a no deal most observers are 
expecting – at least in the short-term – that the value 
of sterling will fall.

Sterling at a low?
According to an assessment by the Bank of England 
at the beginning of August, a no-deal Brexit will leave 
Britain worse off, triggering falls in economic output, a 
rise in inflation and – most pertinently for Names – a 
drop in the pound that could leave sterling at record 
lows against other currencies. And any significant 
fall in the value of sterling after 31 October could 
affect the amount of capital that Names are 
required to deposit.

“If the pound falls by say 10 percent then as 
most income is in dollars, for most syndicates 
to write the same risks in US dollar terms with 
risks priced the same as previously, they may 
need to increase capacity by 10 percent,” says 
Neil Coulson, a partner at PKF Littlejohn.

“Provided Lloyd’s accepts the planned 
increase in capacity, on the face of it a 
member would need to increase Funds at Lloyd’s by 10 
percent.”

However, Coulson adds, the scenario is far from that 
simple these days: “There are pipeline results coming 
through of a probable loss for 2017 and a probable 
profit for 2018, with a good start for 2019 (although 
the youngest year is usually an earned loss up to the 
12-month stage).

“The 2017 loss should already be pretty fully 
recognised but not yet paid although already covered 
by additional funds for solvency if required.  On top of 
this as most results will be earned in US dollars, to the 
extent the syndicates have not hedged the result the 
profits or losses should increase by say 10 percent if 
the US dollar grows.”

In fact, he suggests as most expenses other than 
claims and brokerage are in sterling, “if the US dollar 
increases by 10 percent profits will probably increase 
by more than 10 percent – although obviously some 
business is written in sterling or other currencies that 
may not move the same as the US dollar”.

It also needs pointing out that the impact or 
otherwise of any fall in the value of sterling on the 
capital requirements for Names will naturally depend 
on the nature of their portfolio at Lloyd’s, given that 
the market takes into account the spread of risk when 
calculating capital requirements.

As Argenta notes, for example, returns on capital will 
vary according to the level of diversification and risk 
in a portfolio, with the consequent effect on capital. 
What this means in practice is that a well-diversified 
portfolio could initially have a 50 percent capital ratio 
so £1mn of premium can be underwritten with only 
£500,000 of collateral at Lloyd’s. Conversely, if the 
entire investment was focused on a single Syndicate, 
£1mn of premium capacity may require £1mn of capital 
or even more.

Solvency complications
Another complication here is the issue of solvency, 
according to Neil Coulson: “Solvency is very 
complicated these days and factors in many elements 
including projected future results, so identifying 
funding requirements is not easy other than if there is 
a big loss it will need funding at some stage.”

Indeed, Coulson suggests that future solvency 
requirements could be more of an issue for 
Names rather than any speculative impact 
of a no deal Brexit, referencing “the solvency  
impact on increased underwriting profits 
or losses made in US dollars and converted 
to sterling (with a sterling cost base) and 
whether Lloyd’s permits capacity increases 
to allow more to be underwritten in sterling 
terms”.

Looking more widely, he suggests that 
global monetary policy should focus the minds of all 
those investing in the Lloyd’s market:

“I think in some ways the more noticeable effect at 
present is interest rates falling in the US, the UK and 
elsewhere. This will give a short-term gain on bonds 
but then depress future investment earnings which will 
mean profits have to come from underwriting and cost 
reduction.”
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Brexit uncertainty continues. How much of this is a 
factor in the transactions you have completed or are 
exploring in 2019?
AQ: R&Q has the solution to any Brexit outcome 
because we own a Maltese domiciled insurer with a 
UK branch. To this point we have fielded numerous 
enquiries from MGAs and have provided a potential 
solution to a number. Many of course are sitting tight 
and waiting for more clarity before making a final 
decision. As R&Q also has a legacy offering, we are 
well placed to provide a complete solution in the 
event of a hard Brexit.

2019 has seen yet more US start-ups in the program 
space, together with announcements of proposed 
launches in both Europe and the US. How concerned 
is R&Q Accredited about the prospect of more 
competition?
TC: We are seeing attempts at start-ups in the space, a 
couple of which have gained funding and others haven’t 
quite gotten out of the starting gate. Regardless, we 
welcome good, healthy competition as it is a sign of 
a strong market. Our pipeline and prospects remain 
strong. It’s a vast market in America with many 
unique opportunities for success.
CJ: AIEL does not have any specialist, rated 
competition in Europe. 

Where are the growth areas?
CJ: We are seeing the influence of MGAs growing 
considerably in a number of EU states such as Holland 
and Germany as well as the more mature UK market 
with more classes coming into scope. There are an 
abundance of opportunities in the compulsory 
classes such as motor and household, and here we 
are looking to create partnerships with the best in 
class MGAs. In addition, we see a number of other 
classes coming to the fore such as Cyber, After The 
Event insurance and a number of Fintech opportunities 
where innovation is driving the sector. 
TJ: In the US we see the entire space as a growth area 
because of several trends occurring. We aim to capitalize 
on these trends by positioning ourselves to move nimbly 

and quickly to address opportunities that arise or ones 
that we work together with partners to create.

Have new opportunities emerged following the 
retrenchment we have seen, not least from Lloyd’s and 
AIG?
CJ: To this point we have had several discussions with 
underwriting teams leaving Lloyd’s and looking to set 
up new MGAs. It is still early days but these discussions 
will continue, there is little doubt that there will be 
opportunities here.

 
What does R&Q Accredited offer that other program 
writers cannot?
CJ:The highest level of due diligence and oversight 
together with a partnership approach with our MGAs 

and reinsurers to ensure a long term successful 
relationship all backed up with an A rating giving all 
partners confidence in the longer term.

Would R&Q Accredited consider expanding licences 
for admitted business?

TC: Actually we have the widest P&C license a US 
domestic P&C company can have. We are licensed in all 

50 States, the District of Columbia and remain perhaps 
the only program insurer that is US T listed.

How important is the A- AM Best rating?
CJ: Our program offering is based on a best in class 
due diligence and oversight process, long term 
partnerships with MGAs and reinsurers, and an A 
rating to provide certainty to our partners of our 

long term commitment. In a European market where 
we are the only specialised fronting carrier with an A 

rating and where a number of non-rated carriers have 
disappeared from the market our rating remains a key 
selling point.
TC: It is key for the US market and our success. 

R&Q has a rich pedigree. It has been managing (re)
insurance claims and recoveries for more than 30 
years while Accredited Surety & Casualty Company 
Inc – your US operating insurer – has traded for 

more than 45 years. How important is the fact you 
offer capacity in both EU and US?

TC: The transatlantic offering is important when looking 
at opportunities with the larger MGAs who have a more 
global offering. It does of course give the ability to 
market both regions, with London in particular a great 
source for US business.
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Alan Quilter, co-CEO of Randall & Quilter (R&Q), Colin 
Johnson CEO, European Program Management at R&Q’s 
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Campbell, president and CEO of Accredited Surety and 
Casualty, discuss trends in the program space
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Cat bond index flat but P&C equities and credit 
perform strongly
Despite the July-August equities sell-off, non-life 
(re)insurance stocks and investors in (re)insurance 
credit continued to do well in 2019 but traded ILS has 
remained relatively moribund after the traumas of 2017-
18. 

Analysis by The Insurer shows that average total 
returns from global life/non-life stocks were up 16.0 
percent for the first eight months of 2019 (end August) 
while global life/non-life bonds were up 12.2 percent.

Both asset classes outperformed their wider peers: 
global equities returned 13.5 percent while total returns 
from global bonds averaged 12.2 percent (see chart).

Crucially, non-life stocks are now significantly 
outperforming life insurers who were typically sold-off 
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(Re)insurance stocks enjoy strong 
2019 despite summer sell off

more aggressively in the summer sell-off. For example, 
AIG, QBE and Zurich are all up over 20 percent this year 
to the end of August. 

In contrast, the performance of cat bonds remains 
moribund: for the first six months of the year, the 
Swiss Re Global cat bond index was up a modest 1.6 
percent to the end of August. This continued the poor 
performance seen in 2018 when the index was only up 
circa 2.5 percent. In previous years, the performance 
had been much stronger (see chart page 50).

Non-life’s defensive qualities
This summer saw equities rocked by a number of 

broader macro factors. Heightened tensions between 
the US and China and even fears of a US-Europe trade 
war – coupled with continued market uncertainty 
around Britain’s departure from the EU – left markets 
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cautious and investors scrambling for positive-yielding 
“safe-bets”.

“Macro concerns are widespread, including around 
global trade war risks, for example between the US and 
Germany, or between China and the US,” says senior 
market analyst Marcus Rivaldi of respected insurance 
specialist fund manager Twelve Capital.

“There are also broader concerns over the strength of 
the US economy at present. Volatility in UK insurance 
stocks remains predominantly Brexit related.”

Hunt for yield
Another key contributor, Rivaldi point out, is this 
year’s decline in bond yields – a factor that has fuelled 
interest in insurance credit as bond investors search for 
yield lacking in sovereign debt.

A broad expectation of future rate cuts – led by 
the end of quantitative tightening in America and 
Presidential pressure on the US Federal Reserve – has 
seen sovereign debt yields once again fall close to 
historic lows.

The US ten-year government bonds are yielding 
around two percent and the UK a mere 80 basis points. 
The German bund ten-year rate is actually in negative 
territory at around -30 to -40 basis points, meaning 
investors currently have to pay for the privilege of 
owning German government debt.

But even more extraordinary, in recent weeks markets 
have witnessed a phenomenon – negative yielding 
corporate debt with around $1bn in issuance at time of 
writing (6 September). 

It also means credit investors have been forced 
to seek yield elsewhere, fueling the H1 2019 surge in 
corporate credit generally (Barclays global corporate 
index up 9.25 percent) and insurance in particular (9.8 
percent) rather than gilts.

As a highly regulated and highly rated sector, Rivaldi 
says non-life insurance has shown itself to be an 
industry with “very low” historic default rates and 
continues to offer attractive yields for investors when 
compared to corporations and banks.

“Insurance bonds have done extremely well,” adds 
Rivaldi. “We’re seeing double-digit returns from this 
credit asset class so far in 2019 - this is extremely 
strong performance, generating equity-like returns from 
credit is exceptional performance.”

P&C stocks
Rivaldi points to non-life stocks as being generally 
viewed as “relative safe havens within the insurance 
space.”

“That’s where P&C stocks come into their own,” 
notes Rivaldi “First, they are relatively more defensive 
in nature when it comes to macro risks and secondly, 
there is a fundamental story going on in the 
reinsurance and the specialty lines space around rising 

pricing and earnings growth potential which is making 
these stocks relatively attractive.”

KBW analyst William Hawkins acknowledges this 
phenomenon. “Rate momentum has clearly been a 
positive for some specialty (re)insurance stocks even 
though loss deterioration was also a negative factor”, 
he explains.

Whether insurance credit and equities will have a 
strong H2 will depend significantly on the wider macro-
economic factors – together with H2 cat losses (cat 
losses are typically skewed to the second half of the 
year) but perhaps there is optimism for ILS investors.

ILS: an entry point?
Rivaldi notes that cat bonds traditionally perform 
better in the second half of the year as the hurricane 
season unwinds absent major events.

However, both 2017 and 2018 experienced brutal loss 
events in the second half of the year. Another repeat 
could again have a material impact on cat bonds’ 
performance; just as macro-economic and political 
uncertainties could bear on insurance equities and 
credit.

The ILS sector’s recent poor 
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performance fundamentally stems from the heavy roll-
call of cat losses in 2017-18 which disproportionately 
hit the ILS market leading to spreads widening and a 
number of total losses on cat bonds.

This has tested the resolve of some of the investors 
who – attracted by the diversification appeal of the 
asset class – had poured as much as $100bn into the 
sector by this time last year. Many of these investors 
are pension fund managers who – in some cases at 
least – may not have appreciated the volatility inherent 
in catastrophe risk and have been disappointed by the 
aggressive loss creep from events such as Typhoon Jebi 
and Hurricanes Irma and Michael. 

Traditional reinsurers are, in contrast, more used to 
creep – hence the reinsurance aphorism “bad years get 
worse, and good years get better”. By contrast, parts of 
the ILS market – which provide collateral to secure their 
limits and require these funds to be released swiftly 
– struggled. CATCo, a leading ILS retro market which 
had over $6bn AuM a year ago, lost credibility with 
investors after raising more than $2bn in the aftermath 
of Irma with predictions of only a modest impact before 
disappointing them with a flurry of heavy loss revisions 
throughout last year. It led to owner Markel effectively 
putting the firm in to run-off earlier this year.

Another top ten ILS fund manager, Securis, received 
criticism within Lloyd’s after being told it could release 
collateral back to investors before unexpected Irma loss 
creep saw the fund manager hit with a late reinsurance 
claim from Lloyd’s insurer ICAT that it was no longer in 
a position to honour.

After the losses, ILS investors are demanding a higher 
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return for their exposures which means new 2019 cat 
bonds are being issued with higher spreads.

But, as Rivaldi points out, this dampens investors’ 
enthusiasm for existing multi-year bonds which are 
typically pricing risk lower. Despite this, Rivaldi notes 
that for many investors the ILS opportunity remains 
“attractive”.

“The ILS opportunity remains attractive,” he says. 
“There’s been a repricing of risk in the cat bond space 
and we see an attractive entry point for investors”...
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Interest rates yields continue to fall…
4Q18 1Q19 2Q19 30 Aug19

Interest rates

Euro swap 10-year 0.81% 0.47% 0.18% (0.27%)

German 10-year 0.24% (0.07%) (0.32%) (0.69%)

French 10-year 0.71% 0.32% 0.01% (0.05%)

Italian 10-year 2.74% 2.49% 2.18% 1.03%

Spanish 10-year 1.42% 1.10% 0.39% 0.10%

Dutch 10-year 0.39% 0.03% (0.15%) (0.55%)

Belgian 10-year 0.78% 0.41% 0.08% (0.34%)

UK 10-year 1.28% 1.00% 0.83% 0.4475

US 10-year 2.68% 2.41% 2.01% 1.50%

Source: Bloomberg
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and services at Lloyd’s and lower costs of 
doing business at Lloyd’s.

The proposals are ambitious and designed 
to result in a much more efficient and 
responsive market. Ultimately, the goal is to 
create better connectivity between capital and 
risk that delivers greater value to customers 
and supports long-term growth.

Potential outcomes include separate 
placement methods 

for complex and standardized 

We are at a pivotal moment in Lloyd’s 
evolution – the ‘Future at Lloyd’s’ 

initiative launched by John Neal may result in 
the biggest changes in the market since the 
Reconstruction and Renewal process of the 
mid-1990s.

Lloyd’s has outlined a series of measures 
designed to enhance the market’s relevance 
on the global stage. This is driven by customer 
feedback calling for better solutions for 
today’s risks, a simpler process for accessing products 
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The London Market – Back on track

Continued on page 22
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connectivity between capital and risk that will deliver 
greater value to customers and support the overall 
growth of the market.

Other key topics
Much of the impetus for change stems from weak 
underlying operating performance. In particular, 
Lloyd’s is intent on making inroads to the market’s 
expense ratio, which has averaged around 40 percent 
over the last five years, a significant disadvantage 
relative to its comparator group.

The ‘Decile 10’ initiative gained a great deal of 
attention during 2018, as Lloyd’s sought to tackle the 
impact of under-performing business. Management 
expects the remediation plans now in place to bring 
the market back to profit in 2019, allowing for major 
losses equivalent to 9 percent of net premium earned.

Greater differentiation is being seen in Lloyd’s 
treatment of syndicates. Top-quartile performers now 
benefit from a ‘light touch’ regime, while loss-making 
businesses remain under pressure and subject to 
constraints. 

This has translated into in-market consolidation, 
which we expect to continue.

Lloyd’s had no issues 
recapitalizing after recent major 
losses and the Central Fund was 
not impacted by these events. 
Higher capital requirements and 
restrictions on the use of letters 
of credit are reducing capital 
efficiency, but the market’s 

partially mutualized structure continues to convey 
advantages.

The likelihood of a ‘no-deal’ Brexit at 31 October 
2019 has increased. Lloyd’s Brussels has been formed 
to ensure that customers across Europe can continue 
to access the market’s underwriting expertise and 
financial security, whatever the eventual outcome of 
the political process.

A bright future
We applaud the vision for the ‘Future at Lloyd’s’ that 
has been laid-out by John Neal and his executive 
team.

The strategy is rightly built around delivering 
greater value to customers and the inclusive 
approach is building momentum for change.

The ultimate outcome should be a larger and much 
more efficient marketplace that has an enhanced 
standing in the industry.

This feature is an abridged version of Aon’s ‘Lloyd’s Update – 
Redefining the Future’ report, available from the Aon Centre during 
the Monte Carlo Rendez-Vous 

risk, easier entry to the market for high-performing 
innovative businesses, more flexibility in the way 
that capital participates, a next-generation claims 
service and the creation of an ‘ecosystem’ of data 
and services.

The approach has been collaborative and the 
feedback has been positive. The market now awaits 
the blueprint for the ‘new Lloyd’s’, which will be 
published at the end of September.

Future at Lloyd’s – potential market impacts
Lloyd’s plans to create a more marked divide 
between lead and following markets to underpin the 
initiative. Leaders will be rewarded for investing in 
differentiated underwriting, partly via fee income 
for services provided, while pure followers will be 
allowed to operate without underwriting, claims or 
compliance teams, conferring a much lower cost.

Among leaders, it is hoped this will foster the 
development of a collaborative, expert underwriting 
community that will enhance Lloyd’s reputation 
for providing innovative solutions to new and 
emerging risks. Among followers, it will remove 
massive duplication of effort and 
allow efficient third-party capital 
to engage in passive or ‘tracker’ 
underwriting at Lloyd’s.

It is envisaged that all brokers – 
including retailers – will be able to 
access the Lloyd’s Risk Exchange. 
This will allow a single broker to 
place a risk from anywhere in the 
world, review the options, quote the price and bind, 
all on a single standardized platform. The complex 
risk platform will support face-to-face negotiations 
by providing an automated back office to boost 
speed and efficiency.

For coverholders and MGAs, greater flexibility 
around capital will be relevant. The Syndicate-in-
a-Box solution offers a low-cost route into Lloyd’s 
and the Risk Exchange will streamline delegated 
authority business processes.

Investors that have previously found Lloyd’s 
‘too difficult’ will be encouraged by John Neal’s 
desire to create a marketplace that can be open to 
different types of capital and have different return 
expectations and different risk time horizons.

Lloyd’s believes the proposed measures have the 
potential to allow acquisition and administration 
costs for the most common risks to be cut from 30-
40 percent today to 10-20 percent within five years 
and the time taken from request to bind and policy 
issuance to be cut from weeks to days.

Ultimately, Lloyd’s goal is to create better 
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On the eve of Monte Carlo, The Insurer 
caught up with marine and energy veteran 
Dominick Hoare to tease out his thoughts 
on rate rectification; energy bifurcation 
and how changes to the Lloyd’s model are 
impacting Munich Re Syndicate’s strategy

To what extent do you think 2019 has seen a resurgence 
of a hardening market?
I think there has been a resurgence of a hardening 
market this year, which has been caused in 
part by loss creep from 2017 and 2018, but 
also by firmer underwriting stances from the 
market itself, which has realised across many 
classes that something needed to change. But I 
wouldn’t overplay the extent of such hardening 
yet, there is still a considerable amount of 
capital out there.

Have you been surprised by the extent of loss 
creep from 2017 and 2018?
Yes, to a degree I would say I have been surprised, 
especially given the increasing sophistication of 
modelling these days and the sophistication of the 
market when it comes to natural catastrophe 
risk.

Lloyd’s has received criticism in some quarters 
for limiting the amount of business that poorly 
performing lines can write in 2019 – do you think 
such criticism is justified?
Not at all. I think John Hancock and his team have 
been absolutely right in their approach here and are 
to be applauded. Something needed to be done and 
the Corporation has taken the right steps to get the 
Lloyd’s market back on track. What I would say though, 
is that this highlights an attitude taken by too many in 
recent years within Lloyd’s, where chasing volume at the 

expense of the bottom line was perhaps the overriding 
strategy. Now thankfully we are back on track and the 
market is very much focused on delivering a result, as it 
should be.

A number of other Lloyd’s players have decided to 
retrench from local Asian hubs of late whereas Munich 
Re Syndicate remains committed. Do you see this as a 
long game?
Yes, it’s very much a long game for us. Actually, we 
took remedial action in the region three years ago, 

refocusing the business where necessary and 
unfortunately having to make some job cuts. 
But we like to think that action is now paying 
off and we are also focused on several exciting 
new territories such as Cambodia and Vietnam.

Looking at the energy (re)insurance markets, 
it has been suggested that offshore and 
onshore have diverged significantly in terms 
of pricing in 2019,would you agree?
Yes, I would agree that there is a divergence 

in pricing and while there has been moderate 
movement on the offshore side over the past three 
years, lately there has been significant movement in 
pricing for onshore risks. Actually there needs to be 

further readjustment there, as recent reported rating 
increases of 15-20 percent for onshore programmes 
just aren’t enough when one considers the scale of 
recent losses.

Has the onshore market experienced anything like 
this concentration of large losses in recent memory? 

Are we likely to see a further concentration of capacity?
Not in my experience has the onshore market 
experienced such a scale and frequency of large losses 
–  it really has been quite extraordinary. It’s not really 
for me to say, but I wouldn’t be surprised if there were 
to be a further reduction in capacity.
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Beazley’s head of reinsurance Patrick Hartigan has 
praised positive momentum in reinsurance rates in 

the first half of 2019 but urged caution on bullish talk of 
substantial market hardening.

Speaking to The Insurer Hartigan said Lloyd’s blue-
chip Beazley witnessed reinsurance pricing increases 
of 4 percent at half year – a clear sign that rates are 
moving in the right direction.

Hartigan added that Beazley also witnessed 4 
percent rate increases across specialty lines, cyber 
and executive lines at half year. However, the overall 
market is still lagging behind expectations, Hartigan 
said, causing concern that the positive rate movement 
experienced following two consecutive cat heavy years 
may not be the enduring market shift that has been 
hoped for.

“The market is seeing prices rising for loss affected 
accounts,” Hartigan said. “This is positive but the 

increases should not be confined purely to loss affected 
business. 

“The fundamental principle of insurance, being the 
losses of the few paid for by the premiums of the many 
does not seem to be apparent in this market – with 
some non-loss affected programmes being priced flat 
on a risk adjusted basis.”

“Certainly, momentum is in the right direction,” he 
added. “However, we would have expected the overall 
market to be up a further 2.5 to 5 percent this year than 
it is currently. Despite all the projections and technical 
reasons, this hasn’t happened – which is disappointing.”

“It is clear that while supply and demand is balanced, 
there is less rationale for significant rate movement, 
however this is beginning to change and the ultimate 
capital providers are asking themselves whether the 
trade is good enough to maintain their appetite to 
support cat business.”

With double-digit rate rises on primary cat business 
occurring two years running, Hartigan envisions an 
opportunity for growth if this momentum reaches the 
reinsurance market.  

The blue-chip insurer reported overall average rate 
rises of 5 percent in the first six months of 2019, driven 
primarily by a 7 percent rise in marine pricing and 9 
percent in property.

The Lloyd’s carrier, which saw its pre-tax profit 
increase nearly three-fold in the first half of the year, 
described a “material change” in sentiment within the 
market as heavy losses across multiple lines begin to 
positively impact pricing.

London-listed carrier Hiscox also reported “good rate 
momentum,” with rates up approximately 5 percent 
across its London market portfolio and pronounced 
increases in US public company D&O, cargo, marine hull, 
major property and household.

Hartigan said some reinsurance players have been 
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increasing exposure to cat risks, taking advantage of 
higher premium rates available, but there hasn’t been 
any noticeable uptick in retrocession buying as a result.

Instead, the diminishing supply of retro capacity 
witnessed at both mid-year and at 7.7 renewals, coupled 
with the drop off in ILS issuance, has helped fuel the 
increase in reinsurance rates, he said.

He noted that a few reinsurers – including Beazley 
– have chosen to continue to shrink their exposures 
and readjust risk appetite as a result of not feeling rate 
improvements were sufficient.

“There has to be a point when the market recognizes 
unsustainable pricing needs to change,’’ he added.

With cumulative rate rises of 8 percent across the 
business in the past two years and double-digit rate 
rises in many lines of business, Hartigan envisions an 
opportunity for growth particularly in loss affected 
lines.

Hartigan added that within the Lloyd’s market, 
upward pressure on rates had been boosted by the 
market-wide Decile 10 initiative to remediate lines of 
business that had underperformed for several years.

Loss creep concern
Hartigan pointed to the below-average 
catastrophe losses in the first six months 
of 2019 as a further positive factor which 
has served to boost Beazley’s underwriting 
profitability at the half year point.

However, the reinsurance executive 
raised concern that a deteriorating claims 
experience from Japan’s Typhoon Jebi and 
the US’ Hurricane Michael points to serious 
“credibility issue” with how the sector calculates initial 
loss estimates. Typhoon Jebi – which struck Japan 
almost a year ago – has seen loss estimates mushroom 
from an initial $2-3bn to estimates of around $16bn. 
One of the drivers of the creep has been attributed to 
the severe winds that struck a large area of high-value 
construction ahead of this year’s Rugby World Cup and 
next year’s Olympic Games.

“It is clear that there is a credibility issue with the 
methodology of initial loss assessments,” Hartigan said. 
“It is self-defeating to have losses increasing by three 
to four fold in a six-month period.

“The challenge for the industry is great,” he added. “If 
you have gradual but sustained loss deterioration 
it is difficult to accurately map and account for 
the loss and reserve adequately.”

Hartigan said in a world of real time data, there 
is a race for modelers and analysts to be the first 
out with a market loss estimate following an event. 
But the industry and carriers in particular need to 
ensure they are publishing “conservative but realistic” 
figures based on contemporaneous data points and  
were neither artificially under or overstated.

“We wouldn’t want the pendulum to swing the other 
way – it needs to be balanced approached,” he said.

Secondary perils
Hartigan said a lot of the “lessons learned” over the 
past year have been driven by so-called secondary 
perils – those that generate small to mid-sized losses, 

such as hail, flood, storm or bushfire events.
He said that Beazley had witnessed an 

increase in frequency in such loss events 
which have begun to impact earnings.

“The main focus for the industry from a 
capital perspective remains the US Hurricane 
season but preparations for the one in 250 
year tail event are ingrained in most carriers’ 
business planning. 

In light of more recent events in the last 
two years, the focus has also been on the lower end 
of the Exceedance Probability (EP) curve, i.e. the one 
in ten year or one in 25 year losses which have had a 
sustained impact on earnings.”

The predominant perils at this end of the curve 
are secondary perils, typically weather-related. With 
heatwaves driving an increase in wildfire losses and 
a warmer atmosphere leading to increased tornado, 
hail and storm activity, Hartigan said it is increasingly 
clear that weather and climate change are having an 
influence on secondary peril loss outcomes.

“Climate change related effects are a particular 
challenge to the catastrophe line of business – not only 
are they yielding losses for the market but they are 

difficult to model as a long term phenomenon within 
a one year horizon,” he said.

“By developing the appropriate models we can 
better price the risk and develop products which 
better serve our clients, particularly the under-

insured who will likely be the most impacted. We 
can bring about long-term change and match up to 

the social responsibility that the industry should aspire 
to,” Hartigan concluded. 
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Beazley says rates are climbing in 2019...
2015 2016 2017 2018 2019 HY

Cyber and executive risk 100 100 100 99 103

Marine 100 93 90 93 100

Political, accident & 
contingency

100 92 89 87 86

Property 100 96 96 106 116

Reinsurance 100 96 94 100 104

Specialty Lines 100 101 102 103 107

All divisions 100 98 97 100 105

Source: Beazley 



Despite Lloyd’s best intentions, the enormous “silent” 
– or non-affirmative – cyber disinfection facing the 

market’s insurers is a daunting prospect. It will involve 
a review of all primary property damage policies for 
hidden cyber exposures, an overhaul of systems and 
underwriting procedures, and possibly a recruitment 
drive – or cull – as players refine the talent in 
their ranks to administer necessary changes 
and become compliant by the January 2020 
cut-off.

However, the Lloyd’s-led drive to stamp out 
silent cyber exposures presents significant 
opportunity to grow and, in the grander 
scheme, to operate with a much greater degree 
of certainty in the market’s quickest-growing 
class of business.

After all, the affirmative cyber insurance 
market is estimated to have now grown to 
$6bn in size and – crucially – is consistently 
expanding at 20-25 percent per annum. Growth 
is particularly keenly felt outside of the US where the 
market is less mature and new regulations – such as 
GDPR in Europe – are fuelling buyer interest.

For Lime Street insurers, the Lloyd’s mandate 
is a timely reminder for a spring clean, albeit 
a compulsory one. Even considering the 
administrative chaos that could potentially 
ensue, reviewing policies for affirmative coverage 
of cyber risks is no bad thing. Nor is it a project 
senior management are likely to undertake unless 
mandatory.

The benefits of being clear on the terms of an 
insured’s policy will help players to manage their risk 
profile against the aggregated and unexpected losses 
that could stack up in the event of another NotPetya-
scale attack – where physical damage results from a 
cyber incident, but it’s not clear whether that damage 
triggers a claim payment on the property policy. 

Insurers stand to lose significantly if insureds can prove 
that their cyber damages are, in fact, covered by the 
wording of their property policy. There are already a 
number of prominent silent cyber coverage disputes 
out there – and as some commentators point out, 
including this publication, these risk jeopardising the 
industry’s reputation for providing certainty.

For Lloyd’s as a marketplace, action on non-
affirmative exposure could be a very useful first step in 
accelerating the growth of cyber insurance – particularly 
as it embarks upon its own technological journey 
to reinforce its relevance on the world stage. At the 
moment, Lloyd’s has a relatively small slice of this $6bn 
pie. Success for Lloyd’s and individual players alike 
will hinge on the effectiveness of plans put in place to 

insure exposures on an affirmative basis.
Some insurers have already put the wheels 

in motion to identify, quantify, exclude and 
monitor their silent cyber exposures. While 
others are further along in the process 
and have moved to create a separate and 
affirmative class of cyber business.

It would be foolish to assume that all 
property underwriters with non-affirmative 
exposures are in a position to create a pure, 
affirmative cyber book; enter reinsurance as 
the vital backstop.

Silent cyber exists on a spectrum and 
exposure which has been identified and 

quantified will be far less of a challenge to the market 
than completely unexposed non-affirmative cover. Once 
the holes in the primary carrier’s portfolio have been 
established, it is a much more palatable task to protect 

it using reinsurance.
Useful weapons in a (re)insurer’s armoury will 

be machine learning and advanced predictive 
analytics to aid underwriting decisions. 
Appropriate risk aggregation will be a vital part 

of the tool-kit required to propel growth, and for 
Lloyd’s to establish a leadership position in cyber.
With effective plans for review and action in place 

– and as part of a strategy to develop their own 
cyber premium volumes – reinsurers will be both 
an important step in the risk transfer chain and a 
partner to primary insurers, keen to support the 
diligent carriers as they navigate a complex cyber risk 
landscape.
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Success for Lloyd’s 
and individual players 

alike will hinge on 
the effectiveness of 
plans put in place to 

insure exposures on an 
affirmative basis

Co-founder and chief executive of cyber-focused 
InsurTech and MGA Envelop Risk, Jonathan Spry, 
applauds Lloyd’s mandate to eliminate non-
affirmative or “silent” cyber risks and predicts 
it could provide a fillip for the nascent cyber 
reinsurance market…





What are the main drivers of the drop-off in 
cat bond issuance in the first half of 2019?
Cat bond issuance in H1 2019 was robust at 
approximately $3.0bn of new issuance, with 
the level of new issuance effectively matching 
the volume of maturing bonds. 

Several new issuances were well supported, 
particularly industry loss index structures from 
global reinsurers (e.g., SCOR’s Atlas and AXIS’s 
Northshore bonds). However, investors were 
being more selective and some bonds either 
did not meet their target size or priced at the 
wide end of initial price guidance. 

Investors were taking a firm line on secondary perils 
which are difficult to quantify and on some Florida 
sponsors where they felt that the risk-adjusted pricing 
was too competitive. The market was somewhat cash 
constrained due to trapped collateral from events of the 
prior two years. US dollar denominated bonds with low 
spreads were also challenging for European investors 
due to the cost involved in forward currency hedging.  

  
What is your outlook for cat bond pricing? Is 
tightening sustainable?
Overall capacity in the 144a cat bond market 
looks quite stable and we believe it will 
continue to be robust. 

The cat bond product should benefit from 
the current reallocation of capital within 
ILS strategies in view of its liquidity profile. 
However, we do expect investors to continue to 
push back on structures which are overly complex 
or have sub-optimal risk disclosure and 
modelling.

How would you describe 
current investor appetite 
for cat bonds and the 
broader ILS class, and 
does the industry need 
to take steps to regain 
their confidence?
We believe that 144a 

cat bonds will remain a key component of 
most ILS fund strategies as they are the only 
liquid product in the reinsurance space. These 
bonds are carefully structured, independently 
modelled and broadly syndicated. The 
marginal loss of investor confidence has 
mainly been in the collateralised reinsurance 
product, particularly for aggregate and quota 
share structures which have borne the majority 
of losses ceded to the ILS market in 2017 and 
2018, as well as resulted in trapped collateral.

 
What lessons have been learned from the loss 
experience of the last two years and the issue of 
trapped collateral?
In aggregate, 2017 and 2018 are the two years which 
have paid the largest amount of insured losses 
from catastrophe events in history (approx. $219bn, 
according to Swiss Re). So, it should be no surprise that 
the ILS market would bear its share of these losses. 

However, developments in two key areas have raised 
some concerns: (a) the material contribution from 
secondary perils (such as wildfire) to these losses, 
which exposed the adequacy of the models used 
with the commensurate impact on the suitability 

of the risk premium, and (b) the slow reporting 
and adverse development of two major 
events (i.e. Hurricane Irma and Typhoon Jebi) 

which has resulted in the almost monthly 
adverse adjustment to fund performance. The 

development of these two major events highlights 
the importance of retaining sufficient collateral 

to cover such losses whilst ensuring that 
loss evaluation and reporting is 

significantly improved. 
Of course, the investors 
need to be adequately 
compensated for the 
excess capital that may 
be trapped to cover 
uncertain development. 
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strategies in view of its 
liquidity profile

Cat bond market 
shows resilience

Shiv Kumar, 
president, GC 
Securities

The Insurer talked to Shiv Kumar, president 
of GC Securities, about cat bond market 
conditions and the lessons learned in the 
collateralized reinsurance space

Continued on page 32
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What areas of the ILS market are currently seeing 
most demand from cedants as the wider property cat 
market hardens?
As aggregate and quota share capacity is currently 
constrained in the collateralized retrocessional space, 
we expect to see cedants issue industry index bonds 
as a substitute. The investor community is also 
comfortable with such structures due to the adequacy 
of disclosure, reporting, pricing and liquidity of these 
products.   

 
What role can ILS play in closing the insurance 
coverage gap for perils like flood, quake and wildfire?
Over time ILS can play a very significant role in closing 
the insurance coverage gap. Alternative investment 
strategies in the capital markets provide a potential 

pool of capital that is significantly greater than the 
capital available in the reinsurance market. 

The ILS market has already started to support flood 
(e.g. FEMA’s FloodSmart), wildfire (e.g., Sempra’s SD 
Re) and terrorism (Pool Re’s Baltic Re) coverage. Not 
all risks are suitable for securitisation, but there is 
certainly a broad investment opportunity for a range of 
perils which can be packaged through good exposure 
disclosure, credible modelling and acceptable risk 
premium. Investors are still evaluating the frequency 
and severity profile of some perils such as wildfire 
which may be influenced by climate change and may 

require ongoing refinement of modelling. 
ILS has also become a significant component in 

credit risk transfer in the mortgage space thereby 
helping to de-risk an important part of the US Federal 
government’s balance sheet. 

 
What innovation are you seeing in the sector in 
response to investor and cedant demand and how is 
GC facilitating that process?
Guy Carpenter sits at an interesting intersection of the 
supply chain that provides us with a unique insight 
on what is driving the demand and supply of capital 
to support the risk management strategies of our 
clients. We are agnostic to the form of capital. We 
work closely with clients to design structures which 
help them manage growth, capital and volatility at 
the optimum price. The solutions may range from 
surplus notes to syndicated bonds, collateralized 
reinsurance to sidecars, as well as broader structured 
capital partnerships. Where we identify a demand 
supply imbalance, we do work closely with investors 
to understand what is required from the buy-side to 
make the product more attractive for their investment 
strategies.  

What is the next frontier for ILS that will allow 
investors to diversify their risk appetite beyond cat?
As mentioned earlier, not all classes of (re)insurance 
risk are suitable for securitisation. Cyber risk, for 
example, has been challenging because it is non-
stationary. Long-tailed lines of business have also been 
challenging due to the long-term funding requirement. 

Some early steps have been taken to broaden the 
classes of risk that can be covered by collateralized 
capacity. Investors remain receptive to exploring new 
risk classes, particularly if they enhance portfolio 
diversification and offer a reasonable relative value 
return opportunity.    

 
How will the convergence space look in 2025?
We expect rated entities and ILS funds to continue to 
converge to benefit from both leverage and collateral. 
Penetration of collateralised capacity to support peak 
peril property cat will continue to grow but probably at 
a slower compound rate than in recent years. 

We do expect investors to broaden the risks ceded to 
the ILS market, particularly where the capacity available 
in the reinsurance market is inadequate to support 
the demand from clients – secondary perils (e.g. flood, 
wildfire, cyber, pandemics) are examples where a lot of 
time is currently being invested in exploring potential 
solutions. 

Mortgage credit risk transfer will continue to grow via 
the ILS market. We expect insurance risk to become a 
core component of the alternative strategies of large 
capital pools around the world. 
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After the successful development of its digital 
platform, called Protector, in 2014, driving a 

technological agenda has been a key focus for the 
Bermudian (re)insurer’s executive team, according to 
Schmidt.

“We built [Protector] to help us digitise not just 
distribution, but risk selection and pricing in our 
underwriting. We took that model forward to other 
geographies and areas to help us become much faster 
and effective in our processes.

“We automate a lot, we digitize a lot. That makes 
us more efficient and makes our proposition more 
competitive, and it was one of the main features behind 
our profitable growth,” Schmidt said.

Argo’s growth was borne out in the figures, as the 
(re)insurer booked an impressive double-digit uptick 
in gross written premiums at the end of the second 
quarter, on a YoY basis.

Primarily led by an in-house team, automation 
and digitization have helped the carrier to boost 
both its bottom and the top line, as Argo eyes further 
technology-driven expansion throughout all regions to 
diversify its portfolio.

“As an example, we see a lot of opportunities for us 
in Continental Europe, through our carrier based 
in Malta and our company in Italy. There’s 
also more for us to achieve in the Middle 
East from our Dubai office, through the 
technology-driven approach we take, which 
opens up a whole range of opportunities 
that we weren’t able to explore or exploit in 
the past,” Schmidt explained.

One business division Argo has already 
upscaled is its Bermuda reinsurance carrier, Ariel 

Re, adding professional liability, mid-market cyber and 
other products to its suite of insurable exposures.

“We’re really opening up on the reinsurance side, 
which is slightly different to insurance in terms of 
its cycle, so from a diversification perspective, that 
opens up a lot more opportunities,” 
Schmidt added. The the carrier’s 
cyber business as well as property 
binder segments in Argo’s 
international division have also 
undergone makeovers in search of 
profitability, as the insurer enforced 
mitigating measures earlier this year.

“A good example of our successful re-underwriting 
is our corporate contract binder business in the US, 
where we look at Caribbean properties. The portfolio 
wasn’t performing in line with our expectations, but we 
turned that around through re-evaluating underwriting 
guidelines, risk selection, and distribution partners, 
which also became another driver of growth,” Schmidt 
said. Looking to the future, the Argo executive can see 
opportunities for growth specifically in US D&O, as 
capacity tightens and rates harden.

“Some large carriers that had previously deployed 
upwards of $25mn, $30mn or $50mn per year really 

withdrew back to about $10-$15mn and also 
tightened terms and conditions,” Schmidt 
said. “We’re seeing very, very steep rate 
increases – as necessary,” he continued. “In 
June, it was about 25 percent YoY for D&O in 
the US. It was around 10 percent in Bermuda 

for US-exposed D&O, which is a good step in 
the right direction. That’s very encouraging and 

more needs to come.”
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Group chief underwriting officer at Argo, 
Axel Schmidt, spoke to The Insurer about 
investing in technology to broaden 
the carrier’s global underwriting and 
distribution opportunities
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From our numerous client conversations, climate 
change as a business issue has risen high on the 

agenda, and this has certainly escalated over the last 
12 months. There is a growing recognition of the need 
to quantify the impact that climate change will have on 
your business, whether it is to report to your regulator, 
or your stakeholders who are increasingly demanding 
more information. Armed with this insight, you can then 
start to shape your future strategy to mitigate your 
exposure to climate change risk.

But where do you start? One of the major challenges 
is knowing what question to ask. With the inclusion of 
climate change scenarios within the General Insurance 
Stress Test (GIST 2019), which the larger UK insurers 
and Lloyd’s syndicates are required to respond to, 
the Bank of England Prudential Regulation Authority 
(PRA) is outlining one approach. RMS is particularly 
well placed to help support insurers in responding to 
the “Assumptions to Assess the Impact on an Insurer’s 
Liabilities” portion of the climate change section within 
GIST, which examines how changes in US hurricane 
and UK weather risk under different climate change 
scenarios may affect losses. Stochastic models are the 
perfect tools to evaluate such physical climate change 
risk to liabilities, with the ability to reflect changes to 
the hazard under different climate change views and 
providing a clear link between cause and effect.

To help clients respond to the PRA request, RMS 
has developed internally adjusted views of its US 
hurricane, US flood, UK windstorm and UK flood 
models to reflect most of the assumptions and 
scenarios from the PRA.

The PRA is asking for the potential impact of these 
assumptions and scenarios on the Annual Average Loss 
(AAL) and 1-in-100 Aggregate Exceedance Probability 
(AEP) loss for all relevant US and UK insurance contracts. 

Getting to a reasonable assessment of these numbers, 
however, is not a trivial exercise, requiring adjustment 
of model data in up to 18 possible assumption scenario 
combinations, and then the analyses of the relevant 
exposure against these.

To help insurers think about how best to respond to 
the PRA request, RMS has provided clients with a set of 
broad industry-wide factors derived by running industry 
exposure over the adjusted models, or for a more 
detailed bespoke view, we have provided insurers with 
the opportunity to run their own exposures through the 
adjusted models, via RMS Analytical Services, to better 
satisfy the PRA’s requirements.

Even if you fall out of the larger UK insurers and 
Lloyd’s syndicates for whom the PRA test applies, you 
should take note. This might be the start of a new wave 
of analytical rigour around climate change, and more 
regulators are likely to follow. Beyond regulation, it is 
also becoming fundamental to understand the impact 
of climate change for business decisions. For example, 
to answer what is insurable in 2050 and whether 
you need to adjust your underwriting and portfolio 
management strategy accordingly.

RMS can assist you in getting answers to such 
questions through a customized climate change 

consulting engagement, utilizing advanced climate 
change analytics to provide more detailed results 
based on the PRA or other scenarios from the 
academic literature.

As regulators around the world look at the work 
the PRA has done, it is only a matter of time before 

your regulator and your wider stakeholders start 
to ask questions. RMS clients who are interested in 
these solutions should reach out to their RMS Service 
Representative for details on how they can be accessed, 
while other insurers can email sales@rms.com.

Climate change on 
the business agenda
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Look around and you’re never far from an insurtech 
investment. In recent weeks we have seen Japanese 

MS&AD – holding company parent of MS Amlin – 
increase the size of its Silicon Valley, California-based 
corporate venture fund to a total of $120mn; road 
safety data company Zendrive raise $37mn in Series B 
funding led by XL Innovate; and homeowners specialist 
Hippo raised $100mn in a Series D funding round led by 
technology investment firm Bond. And these are just a 
smattering from a steady stream of stories documenting 
the continuing interest in insurtech investment by the 
market.

Not to be left behind, French (re)insurer Scor has 
also been actively involved in the space, launching 
Scor P&C Ventures in 2017.

“We founded P&C ventures in 2017 with a view that 
we wanted to support innovative companies operating 
in the insurance space,” says Adrian Jones, who leads 
P&C Ventures. “We have initially focused on supporting 
carriers and MGAs, which are an obvious fit for Scor. We 
realised that we could provide financial support, risk 
capacity, and strategic advice to start-ups. By 
being a value-added investor, not just a 
supplier, we can align our interests 
with founders and other 
shareholders.”

“Thus we can work with 
start-ups through the ups 
and downs. Start-ups 
may change strategies. 
Sometimes they may miss 
their plan and then wildly 
exceed it, even in the 
same year. Patience and 
alignment matter.”

Jones says that thus 
far P&C Ventures has 
supported start-ups 
within both personal 
lines – mainly home/
renters and auto – 
and start-ups on the 
specialty side. He says 
that supporting those 

with a specialty focus makes a lot of sense given Scor’s 
specialist expertise, but the intention is to broaden the 
net, and that going forward the company is looking to 
support opportunities in commercial insurance, “an area 
we have been keen to support but it has taken a little bit 
longer to get off the ground”.

Geographical reach
“So far we’ve invested in Europe and North America, but 
are looking for opportunities in other markets including 
Latin America, South Africa, and Asia-Pacific,” Jones 
comments. “Our sweet spot is seed to early Series B, 
which are typically companies that are just getting their 

first revenue or starting to grow. That’s where we can 
add the most value, providing guidance, capital, and 

risk capacity.”
“We have led or co-led half of the deals we 

have done and taken board seats in half of our 
portfolio companies. Board seats in start-ups 
are different to mature companies or internal 
boards. Start-up founders often put their 

Directors to work helping to build the company.”

Talent
According to Jones one shouldn’t read too much into 

press stories about some insurers changing their 
tack with regard to insurtech funding, as 

“overall the funding environment for 
insurtech remains very robust, and 

start-ups have very little difficulty 
in getting finance.”

Besides, he says, the market 
should look on the positive 
side as to what insurtechs can 
bring in terms of talent: “One 
of the most interesting things 
about insurtech is that it is 
luring people to the market 
who might not otherwise 
be attracted to insurance. 
They don’t have interest in 
paying their dues or the long 
apprenticeship models of 
insurance. They look at the 
market and say ‘wow, this is 
an industry that has room to 

evolve… we can do something 
here – right now.’
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Widening the 
talent pool
Don’t be put off by the scare stories, 
insurtech remains a vibrant space 
according to Scor’s Adrian Jones
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Hyperion X has been brought into existence to disrupt 
the current marketplace in favour of clients through 

technological innovation. It envisions a world in which 
sector data, particularly in commercial, specialty, and 
reinsurance lines are just as ubiquitous and consistent 
as in other capital markets and are widely available to 
clients. In this environment, risk will be traded freely 
using new and more efficient transfer mechanisms. 
Growth strategies will be better informed. Trading will 
be more efficient. Visibility of loss trends will be clearer. 
It has always been easy to talk about data, technology, 
and innovation, and intermediaries have been amongst 
the most lively interlocutors, but few have had robust 
enough data with sufficient spread to inform clients of 
where risk selection 
opportunities lie. 

Hyperion X is 
different. Its analytical 
teams leverage 
extensive datasets 
which are deployed for 
an array of purposes, 
including but not limited 
to predictive modelling, 
pricing, specialty 
risk trading, growth 
strategy, and advanced 
market visualisation. 
The Hyperion 
Group is the world’s 
largest independent 
broker outside of the US 
with over 100 offices covering all lines of business. This 
enables Hyperion X to analyse over $29bn of premium. 
The datasets derived from this business serve an array 
of value-added analytical functions, all of which enable 
clients to pull on the risk selection lever with greater 
force, driving future economic value. 

Data – the foundation
Hyperion X Analytics are ‘data native’. Actuarial, 
Catastrophe Modelling, and Strategic Advisory functions 
are differentiated by the rich data pool surrounding 
them. Maximum value is derived from data-driven 
insight. ‘Clean’ data and services enabling smarter risk 
selection on behalf of clients and partners. Automated 
AI algorithms ‘crawl’ through data populating missing 

values based on statistical analysis. Where missing 
values can’t be populated by AI, these are located by 
data stewards using public data where possible, and 
populated to complete data sets. Related sources are 
joined together to form a single view. All of this enables 
the creation of clean, accurate, and indicative datasets 
by region, line-of-business, and/or prospective book 
of business. High quality data means insights are 
immediately available. Following a workflow designed 
to increase efficiency, leverage resources and deliver 
quickly, the Analytics team can produce insights readily 
and rapidly which would otherwise take several times 
longer. Hyperion X’s powerful database is penetrating 
areas where public and competitive data are not always 
available. Even in highly developed markets, information 
around profitability by region or sector can be 
inconsistent, intermittent, and unusable due to a lack of 
specificity. This presents a significant barrier to entry for 
carriers seeking to expand or for new ventures with the 

objective of entering 
markets. Hyperion X’s 
Analytics solves this 
problem with strategic 
advisory around 
growth by drawing on 
client-tailored pricing 
and claims data by 
region and line-of-
business. Profitability 
can be analysed by 
underwriting region 
as specified by clients 
and strategies devised 
to meet profitability 
and exposure targets 
based on client 
objectives. What used 

to exist narrowly in the realm of pricing and portfolio 
management using public rate filings mainly in the 
United States, can now be undertaken in multiple 
regions worldwide using Hyperion-X data.

Figure 1 shows how previously missed pockets of 
profitability can identified using Hyperion X data and 
strategic growth advisory.

Better understanding claims trends using machine 
learning
Claims triangulation is a key process in any insurance 
company. It can be laborious, time consuming and 
expensive. Poor data quality often hampers its 
applicability and value. Cleansed, Hyperion X data 
housed in a comprehensive 
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Continued on page 42

Following The Insurer’s exclusive coverage of Hyperion 
X Analytic’s reinsurance market analysis published on 
Sunday, David Flandro explains how the newly launched 
data and technology business differs from competitors
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platform can be used to build incurred and paid triangles 
by regions and lines-of-business, where this information 
was previously unavailable from any source. Hyperion X 
data is updated daily to incorporate the most up-to-date 
claims. The analytics underpinning the product use a 
classic actuarial triangulation methodology but this is 
then enhanced by a data science team using machine 
learning. Algorithms continuously compare actual claims 
data with projected data. These then automatically learn 
and improve the accuracy of projections on a nightly 
basis, continuously adjusting to fit the variations in each 
line of business. This is having a transformative effect on 
clients’ ability to review and understand claims trends, 
especially in new areas of business.

Creating efficiencies in a digital marketplace
Trading X Digital Marketplace (XDM) connects brokers 
and carriers on modern cloud applications with a 
trademark high-quality user-experience. 

The process of connecting insurance buyers and 
brokers with capacity is currently too slow, too costly, 
and involves too much manual data entry and look 
up. The digital marketplace is an ambitious program 
of projects to build out and interconnect quote-and-
bind platforms with sophisticated user experience 
and data capture capabilities. External and internal 
data sources are used to support brokers and carriers. 
Disparate insurance platforms across markets can be 
used together, allowing the sharing of innovations on 
individual platforms. 

XDM is focussed on reducing data entry and manual 
processes without losing the investments and knowledge 
which went into building and battle-testing legacy 
systems in the real world of business. This is due in large 
part to Hyperion X’s early design decision to focus on 
platform interoperability. Whenever new innovations 
– such as automatic pricing, or automatic follow-

line capacity provision – are introduced, the digital 
marketplace infrastructure can diffuse these innovations 
quickly across all connected platforms, leading to more 
rapid product innovation cycles.

Creating more efficient pricing for risk with 
insurance data in capital markets
Unlike other capital markets, consistent, frequently 
updated price indices are usually absent in global 
insurance markets. This is changing as Hyperion-X data 
are updated at short intervals creating the possibility of 
real-time views of pricing in individual business lines. 
This opens the ability to create risk transfer in capital 
markets using, for example, derivatives which replicate 
traditional (re)insurance structures. While it is true that 
levels of basis risk may be higher, ‘cover’ purchased in 
this way may be more economical and flexible. A high-
level example is shown in Figure 2.

The future
The insurance market is undergoing a period of acute 
disruption. In order to meet the evolving challenges 
facing clients today, enhanced analytics will be deployed 
alongside robust financial data. This will enable better 
strategic decisions around growth, better analysis of 
claims trends, more economical placements, and more 
effective and efficient reinsurance pricing and purchase. 
These are just a few examples of how technology and 
data can optimise risk selection and profitable growth 
for carriers. Hyperion X stands at the centre of these 
developments with an unparalleled commitment to 
leading the change currently taking place in the sector. It 
recognises that intellectual capital, especially data and 
technology deployed on behalf of clients, is the most 
efficient form of capital. We look forward to bringing 
these insights to the market and to helping clients 
achieve their goals in the coming technology revolution.
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In yesterday’s article, I explained why (re)insurers 
should be concerned about the “flow of money”, which 

is altering the risk and exposure landscape. In today’s 
article, I will be addressing the work that Russell Group 
is undertaking to quantify this changing exposure 
landscape.

Having identified the need, we will lay out our 
approach, firstly by company, by port and then by 
commodity.

According to estimates by the World Economic Forum, 
reducing supply chain barriers to trade could increase 
global GDP by nearly 5 percent, and trade volumes by 15 
percent. Meanwhile, technological advances are rapidly 
streamlining business efficiency for global importers and 
exporters; reducing cost of transporting commodities, 
increasing productivity and driving economies.

Such statistics have profound implications for the 
impact on the flow of goods and commodities that 
are transported between major manufacturing and 
engineering hubs. For example, a large container ship 
transporting its maximum allowable limit of 10,000 
light vehicles worth, let’s say, $25,000 on average, is 
potentially carrying a cargo with a total value of $250mn. 
But what would be the total value of a container ships’ 
cargo of integrated circuit boards?

Russell Group has broken down the top 10 import and 
export companies by dollar value along with the top 
10 commodities by dollar value. The analysis is very 
revealing, particularly on the commodity side (see 
table).

If a (re)insurer wishes to track and manage 
their exposures, they can do so by following the 
flow of commodities. The increase in commodity 
consumption has a strong link with the rise of China 
as a geopolitical power player. For China, particularly 
with regards to metals, accounts for half of global 
consumption.

Likewise, the rest of the global economy is becoming 

increasingly reliant on China for rare earth metals, with 
unpredictable consequences. For example, in 2010, the 
People’s Republic restricted exports of the metals, and 
even briefly locked Japan out of the global market. Last 
year, the US banned imports of super-strong, Chinese-
made samarium-cobalt and neodymium-iron-boron 

magnets. The global economy will continue to become 
more integrated, that is for certain.

However, the challenge for (re)insurers will be 
getting a handle on their exposures and risks, a 
difficult task when events – whether they be a nat 
cat or cyber attack – can strike with devastating 

consequences. Yet, we at Russell believe there 
is a solution. By tracking the flow of money and 
commodities, one will understand where their highest 
exposures are.

 In other words, “follow the money”.
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A rare (earths) 
dilemma – how to 
quantify precious 
metals risks

Top 10 import and export 
companies by value
Company Imports Exports Total

Volkswagen AG 62.1 89.3 151.4

Daimler AG 56.4 92.9 149.4

Apple Inc. 79.7 40.2 119.9

Saudi Arabia Oil Co. 3.5 114.9 118.4

Toyota Motor Corp. 30.2 63.1 93.3

Exxon Mobil Corp. 55.5 33.8 89.3

Rosneft 10.1 69.6 79.7

China National Petroleum 
Corp.

68.9 5.4 74.3

China Petrochemical Corp. 63.6 5.0 68.6

General Motors Co. 33.1 29.1 62.2

All figures in $bn           Source: Russell ALPS



RICAP provides Bermuda with the first digital ledger-based risk marketplace, 
built to invigorate innovative global insurance offerings by accelerating 

sustainable and scalable transfers of risk to capital. 

ChainThat® is a leading provider of InsurTech solutions. In utilising distributed 
ledger technology and smart contracts, ChainThat® offer solutions which deliver 
transformational business efficiency and cut frictional costs, boosting combined 
operating ratios. www.chainthat.com

PLATFORM TRIALS ARE NOW IN PROGRESS
Contact us to start yours

info@chainthat.com



David Edwards, CEO of ChainThat, explains the 
evolution of Distributed Ledger Technology (DLT) 

in insurance, addresses some misconceptions, and 
discusses the necessary collaboration for adoption of 
DLT to support efficiency and profitability in the  
(re)insurance ecosystem.

What has changed in the industry around blockchain 
and DLT?
Over the past 12 months we have seen more general 
industry awareness about Distributed Ledger 
Technology (DLT), and a clearer understanding 
of the differences between publicly accessible 
blockchains (like bitcoin) and private enterprise 
DLT solutions — which provide data security, 
privacy, a single source of truth and trusted 
process execution. 

Previously, consortiums led by carriers talked 
about the disintermediation of brokers but now, 
as ChainThat has been indicating for the past 
four years, it’s clear that brokers will take a lead 
role in any insurance ecosystem initiative, and 
brokers are key for driving DLT adoption and 
uptake.

Why will the insurance industry adopt DLT?
Over the years, insurance profits have shifted from 
capital investment to disciplined and data-driven 
underwriting. Nevertheless, high expense ratios 
continue to impact profitability. 

Much of the expense is due to the inefficiency of 
back office processes between parties across the 
value chain, including the cost of coordination and 
reconciliation. Until the introduction of DLT, 
intercompany data-sharing technology and 
process did not match the business model it 
was supporting, causing further inefficiency. 

Competing on back office processes is no 
longer a differentiator and adds little value 
for clients. 

Now, both brokers and carriers see the 
need to improve back office ecosystems — so 
all parties can mutually increase policyholder 
benefits, while increasing internal profitability.

We have always had leaders, fast followers and 
followers in insurance. What are the implications of DLT 
for each group? 
The rate of change in technology is fast. As change 
leaders adopt DLT technology, they will quickly realise 
the benefits and be able to better utilise resources, 
create new and more efficient products, and grow 
market share. Fast followers will likely lose some market 
share but can maintain elements of the status quo and 
then look to differentiate themselves as they catch up. 
The followers will struggle to catch up as their pace of 

change prevents effectiveness, especially if 
market share is reduced. To use an analogy: 
the leaders are securely on board the train of 
innovation as it moves out, the fast followers 
are racing to jump on the last carriage, and the 
followers are stranded at the station. 

What has changed with DLT technology in the 
past year? 
Insurance stakeholders are understanding the 
difference between blockchain and DLT, in part 
by observing the finance sector — where banks 
came together and built a platform from the 
ground up (known as Corda from R3) to meet 
the needs of financial markets. The insurance 
industry does not have the same throughput 

requirements as banks, but needs the same security and 
privacy features. Now that banks have succeeded with 
DLT, the insurance industry is more confident to act as 
well. Several consortiums are opting to use a common 
underlying DLT technology (Corda), which reduces the 
need for organisations to run multiple platforms for 
each initiative.

What is the single biggest challenge to DLT adoption?
Collaboration is the biggest challenge. Multiple 

trading partners need to be involved to reach 
a critical mass of effectiveness. Our industry 
feedback is that broker participation and 
collaboration are essential to comprehensive 
DLT adoption and success. As we start to see the 
innovation leaders of the industry collaborating, 
then other parties will quickly come onboard to 
create an ecosystem — so that the global insurance 

market is empowered to move forward.

Distributed Ledger Technology – 
the next frontier is here
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aerospace at JLT Specialty USA, Stephen Alexandris, 
deputy CEO of JLT’s aerospace practice, and Bruce Fine, 
global aerospace manufacturers and infrastructure 
industry leader, are all understood to have declined to 
sign new contracts with Gallagher.

In June, Willis Towers Watson announced they had 
welcomed Klevens back as director of their North 
America Aerospace division, after his three-year stint at 
JLT Specialty.

Fine and Alexandris’ next moves are yet to be 
revealed.

The fallout was certainly beneficial to the expansive 
new arrivals, who continue to carve their way into 
aviation market one senior hire at a time.

In true carpe diem style, BGC’s insurance arm – which 
owns broking houses Besso and Ed – appointed former 
JLT aviation executive Marcel Chad in June, to lead its 
new global aviation and aerospace  
(re)insurance intermediary.

In the four months since its launch, the yet unnamed 
broker has assembled a host of broking talent from the 
alphabet houses, including former colleague and co-
leader of the BGCI start-up Philip 
Smaje, who resigned from Willis 

Intermediary musical chairs fueled by 
acquisitions and new entrants to the 
market have changed the face of the 
aerospace broking landscape this year. But 
the propellers haven’t stopped spinning 
yet…

The completion of MMC’s landmark acquisition of JLT 
in April opened the floodgates for a swathe of people 

moves. While the total number of departures accounts 
for only a small proportion of the MMC empire’s total 
workforce, the diffusion of former team members has 
been significant. In aviation alone, approximately half 
of some 30 senior brokers to make an exit since March 
came from the Marsh/JLT talent pool.

Gallagher’s £190mn ($240.1mn) takeover of JLT’s global 
aerospace business – following concerns raised by the 
European Commission over the dominance that a joint 
Marsh and JLT would have in the aviation markets in the 
wake of the merger – also heated the melting pot.

In the wake of the deal close, this publication 
revealed that three former senior aviation executives 
based at JLT’s US offices declined moves to join rival 
Gallagher. Atlanta-based Jason Klevens, president of 
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Boeing 737 Max 8, as well as delivering carriers a hull 
and liability loss in a policy led by Chubb, subsequently 
led to the grounding of the entire fleet of over 300 B737 
Max aircrafts. 

The Boeing product liability placement – which was 
brokered by Marsh – is led by aerospace MGA Global 
Aerospace which wrote a 17.5 percent line on the 
Boeing product liability placement, with a sub-limit of 
$500mn for groundings.

Despite the rocky start to the year for some carriers, 
with the airline sector reporting another quarter in the 
red in Q1, rates are continuing to harden – a process 

that began at least a year ago.
This is good news for both 

carriers operating in the 
long-suffering market as well 
as brokers – at least where 
they are remunerated on 
commissions rather than fee 
income. 

Which makes it an 
opportune time for the 
broking mavens to lead their 
new ventures and mark their 
territory, chipping away at the 
dominance of the Marsh/JLT, 
Willis and Gallagher broking 
powerhouses – thought to 
control around 70 percent 
of the circa $500-$600mn 
annual aviation premium 
pool that gets placed into 
the international wholesale 
markets –  for a slice of the 
pie.

The same also rings true 
for carriers, with Stephen 
Catlin and Paul Brand’s new 
underwriting vehicle Convex 
having made a swathe of 
aerospace hires in recent 
weeks.

With airline fleets expected 
to nearly double in size over 
the next two decades, coupled 
with expectations that the 
pricing of aviation insurance 
is forecast to continue on an 
upward trajectory for several 
years to come – the market is 
only likely to increase in size 
in the years ahead.

However, the history 
of aviation is filled with 
both successful and failed 
launches.

Towers Watson. Chad and Smaje will be joined by Mark 
Costin, former head of Marsh’s UK aviation practice, 
along with a host of former Marsh employees.

Rival start-up McGill & Partners burst into the market 
after whispers began in March that London broking 
titans Steve McGill and John Lloyd would reunite to 
return to insurance broking fourteen years after they 
worked together at JLT Group.

The Insurer revealed the duo had built a 136-strong 
team by mid-August. The pair were joined shortly after 
by Joe Trotti, former head of global aerospace at JLT, to 
lead McGill’s aviation unit, and have since welcomed 
a number of producers as 
the trio continue to build 
out the start-up’s aviation 
taskforce.

From Willis Towers 
Watson, McGill & Partners 
welcomed aerospace 
broking leader, Ian Savill, 
and his former colleague 
James Camps-Harris, after 
this publication revealed 
he had tendered his 
resignation in July. Camps-
Harris is understood to be 
set to join McGill & Partners’ 
aviation team following 
completion of his notice 
period.

The team will also be 
joined by Chris Sutton, who 
joins from Aon.

The aviation market 
suffered a flurry of notable 
losses in the first half of 
2019, as well as capacity 
withdrawals and enduring 
scrutiny from regulators.

In 2017 to 2018, the 
London market witnessed 
a number of notable 
withdrawals from airline or 
aviation coverage including 
Aspen – which sold the 
renewal rights of its $60mn 
aviation book to CV Starr – 
as well as Brit, Hiscox, MS 
Amlin and WR Berkley.

Allied World also 
transferred its book into 
Dubai MGA Elesco with 
withdrawals altogether from 
Barents Re and HDFC Ergo.

The Ethiopian Airline 
crash on 10 March of its 
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           RECENT ARRIVALS AND 
DEPARTURES IN THE AVIATION MARKET
Date Name Previous Company New Company

SEPTEMBER 2019 OLIVER BRADBURNE GALLAGHER BGC INSURANCE START-UP

SEPTEMBER 2019 BILL PARNELL MARSH BGC INSURANCE START-UP

SEPTEMBER 2019 DEBBIE FANJOY MARSH BGC INSURANCE START-UP

SEPTEMBER 2019 BRUCE FINE JLT BGC INSURANCE START-UP

AUGUST 2019 DARIO MULAS DEBOIS MARSH BGC INSURANCE START-UP

AUGUST 2019 JASON HUMPHREYS MARSH BGC INSURANCE START-UP

AUGUST 2019 IAN SAVILL WTW MCGILL & PARTNERS

AUGUST 2019 MARIE THOMAS MARSH BGC INSURANCE START-UP

AUGUST 2019 KEVIN WAGNER MARSH BGC INSURANCE START-UP

AUGUST 2019 TIM ADAMS MARSH BGC INSURANCE START-UP

JULY 2019 MICHAEL TARLING BOEING MARSH-JLT

JULY 2019 OYIN HEATH MARSH-JLT SPECIALTY BGC INSURANCE START-UP

JULY 2019 DANNY GUNNING MARSH BGC INSURANCE START-UP

JULY 2019 KERRIGAN READ MARSH BGC INSURANCE START-UP

JULY 2019 NICOLE MCCORMACK MARSH BGC INSURANCE START-UP

JULY 2019 STACIE KRAJCIR MARSH BGC INSURANCE START-UP

JULY 2019 NICK VINE LOCKTON WTW

JULY 2019 CHRIS SUTTON AON MCGILL & PARTNERS

JULY 2019 JAMES CAMPS-HARRIS WTW MCGILL & PARTNERS

JULY 2019 GILES WILKINSON MARSH MCGILL & PARTNERS

JULY 2019 MARK COSTIN MARSH BGC INSURANCE START-UP

JULY 2019 PHILIP SMAJE WTW BGC INSURANCE START-UP

JUNE 2019 JASON KLEVENS JLT SPECIALTY USA WTW

JUNE 2019 DAVID WHITE BRIT AON

JUNE 2019 MARCEL CHAD JLT BGC INSURANCE START-UP

JUNE 2019 TOM FADDEN AGCS AGCS

JUNE 2019 STEPHEN ALEXANDRIS JLT WTW

JUNE 2019 DAVID SLEVIN HISCOX CHUBB

JUNE 2019 JEREMY KINSEY WTW MCGILL & PARTNERS

MAY 2019 ANGUS ROBERTS WR BERKLEY CHUBB

MAY 2019 PAUL COOPER AXA XL CONVEX

MAY 2019 REBECCA 
DERZYPILSKYJ

AXA XL CONVEX

MAY 2019 PAUL MAGUIRE FARADAY CONVEX

MAY 2019 MARTIN JACKSON NEON HDI GLOBAL SPECIALTY

MAY 2019 JOE TROTTI JLT MCGILL & PARTNERS

APRIL 2019 MIKE HANSEN AGCS CONVEX

APRIL 2019 RICHARD WILLIAMS CATHEDRAL CONVEX

APRIL 2019 GEORGIOS 
TOULKERIDIS

EVEREST RE HDI GLOBAL SPECIALTY

MARCH 2019 TIM SLADE HDI GLOBAL SPECIALTY ?

 Source: The Insurer
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hence remain the reinsurance market’s unrivalled 
frontrunners.” Another notable change in the ranking 
was Berkshire Hathaway’s $15.4bn of GPW causing it to 
fall to fifth from third, allowing Hannover Re to claim 
third spot and Scor to move up to fourth.

Berkshire had risen two places in the 2017 ranking 
with $22.7bn GPW, on the back of the almost $10bn 
reinsurance agreement between National Indemnity 
Company (NICO) and AIG covering the US insurer’s 
previously underwritten commercial policies. The one-
off nature of that deal meant NICO’s GPW decreased by 
more than 30 percent in 2018. Hannover Re and Scor 
both reported modest growth in 2018, but AM Best said 

Scor “experienced a mild top-line 
decline” in this year’s ranking 

driven by the weakening of the 
euro against the US dollar.

Lloyd’s maintained sixth 
place for a third year, despite 
a weakened British pound 
versus the US dollar leading 
to a small decline in GPW.

The top ten players in 
the ranking account for 68 
percent, or $179bn, of the top 
50 reinsurers’ GPW. AM Best 
commented this “reinforces 

the sentiment that the 
industry’s largest reinsurers 

continue to house 
disproportionately 
sizable amounts of 
risk, despite cedants’ 
efforts to diversify their 
reinsurance panels 
and spread out their 
counterparty risk”.

The top ten’s 
market share has 

consistently been 
around 70 percent for 

the past several years.

Growth in life business helped increase the Swiss 
reinsurer’s GPW to $36.4bn in 2018. This was ahead 

of the $35.8bn premiums written by Munich Re, which 
had led the ranking in every year since 2010 until Swiss 
Re topped the 2016 list.

Munich Re once again topped the list for 2017, but 
its GPW dropped 5.3 percent in 2018 with a decline of 
life business more than countering non-life growth. 
The drop was mostly the result of the termination of 
two large transactions. Its top line was also further 
penalised in the ranking by the euro 
depreciating slightly against the US 
dollar because Munich Re reports 
in euros.

Swiss Re’s standing in the 
ranking was also helped by its 
primary insurance business 
remaining below AM Best’s 
threshold for breaking out 
insurance and reinsurance 
lines separately. In contrast 
Munich Re’s primary insurance 
operations account for 35 
percent of its total GPW, 
high enough for exclusion 
from AM Best’s GPW 
calculation.

“Swiss Re and Munich Re 
are likely to continue to 
compete for first place for 
the foreseeable future,’ 
AM Best commented. 
“Together, the two 
account for nearly 30 
percent of total GPW 
in this year’s ranking and 
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Swiss Re has reclaimed the top spot in AM Best’s 
list of the world’s largest reinsurers, boosted by 4.7 
percent growth in its 2018 reinsurance gross written 
premium (GWP)

Swiss Re back 
on top of global 
reinsurance 
rankings
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Top 50 largest reinsurance groups in 2018
Life and non-life reinsurance 
premiums written

Non-life only reinsurance 
premiums written

Total shareholder 
funds

Ratios

Ranking Company name Gross Net Gross Net Loss Expense Combined

1 Swiss Re 36,406 34,042 20,864 20,220 28,727 74.2 32.4 106.6

2 Munich Re 35,814 34,515 23,395 22,570 30,336 65.2 34.2 99.4
3 Hannover Re 21,952 19,791 13,709 12,368 10,923 66.9 29.5 96.4
4 Scor 17,466 15,773 7,069 6,115 6,672 66.5 32.8 99.3
5 Berkshire Hathaway 15,376 15,376 9,930 9,930 352,500 88.6 21.9 110.4
6 Lloyd’s 14,064 9,926 14,064 9,926 34,846 72.2 33.8 106.0

7 China Reinsurance (Group) Corporation 11,564 10,681 3,942 3,809 12,689 58.0 40.9 98.8
8 Reinsurance Group of America 11,341 10,544 N/A N/A 8,451 N/A N/A N/A
9 Great West Lifeco 7,737 7,647 N/A N/A 20,096 N/A N/A N/A
10 Korean Reinsurance Company 6,803 4,786 5,972 4,058 2,014 83.7 17.8 101.5
11 General Insurance Corporation of India 6,582 5,684 6,503 5,611 7,932 88.4 16.9 105.3
12 PartnerRe 6,300 5,803 5,065 4,592 6,517 73.7 28.1 101.8

13 Everest Re 6,225 5,706 6,225 5,706 7,904 86.6 26.3 113.0
14 XL Bermuda 5,219 4,135 5,002 4,124 9,698 80.6 32.2 112.8
15 Transatlantic Holdings 4,451 3,969 4,451 3,969 4,724 72.8 32.6 105.4
16 MS&AD Insurance Group Holdings 3,657 N/A 3,657 N/A 25,058 N/A N/A N/A
17 RenaissanceRe 3,310 2,132 3,310 2,132 5,045 56.7 30.9 87.6

18 R+V Versicherung AG 3,231 3,164 3,201 3,146 2,461 73.8 25.3 99.1
19 Mapfre 3,215 2,654 2,602 2,045 1,910 71.6 26.7 98.3
20 Axis Capital 3,112 2,334 3,112 2,334 5,030 69.8 28.6 98.4
21 Arch 2,648 1,977 2,648 1,977 10,231 70.0 27.6 97.6
22 Toa Reinsurance Company 2,557 2,205 2,557 2,205 1,623 82.9 26.6 109.5
23 Assicurazioni Generali 2,199 2,199 935 935 28,210 65.2 26.1 91.3
24 Sompo International 1,996 1,573 1,996 1,573 6,967 64.9 32.2 97.1
25 Pacific LifeCorp 1,981 1,981 N/A N/A 13,072 N/A N/A N/A
26 Qatar Reinsurance Company 1,842 971 1,842 971 2,190 68.2 35.7 104.0
27 IRB - Brasil Resseguros 1,795 1,313 1,396 928 1,031 45.3 30.6 76.0
28 Taiping Reinsurance Co 1,731 1,049 1,126 960 1,032 59.4 39.2 98.7
29 Odyssey Re 1,702 1,595 1,702 1,595 4,016 57.6 32.4 89.9
30 Tokio Millennium Re 1,626 1,179 1,626 1,179 1,257 58.6 36.4 95.0
31 Caisse Centrale de Reassurance 1,569 1,437 1,399 1,271 2,817 86.6 10.5 97.2
32 Aspen Insurance 1,496 1,183 1,496 1,183 2,656 73.8 30.2 104.0
33 Validus Reinsurance 1,432 951 1,432 951 3,259 81.9 36.8 118.7
34 Peak Reinsurance 1,382 991 1,313 924 965 72.3 30.6 102.8
35 Sirius International Insurance 1,367 1,037 1,367 1,037 1,938 71.9 27.4 99.3
36 Deutsche Rueckversicherung AG 1,269 834 1,186 797 321 65.3 31.7 97.0
37 QBE Insurance Group 1,058 920 1,058 920 8,400 62.2 27.6 89.8
38 Markel Corporation 1,051 882 1,051 882 9,100 78.9 33.8 112.7
39 American Agricultural Insurance Company 992 321 992 321 580 82.2 21.2 103.4
40 Qianhai Reinsurance Co 967 537 315 216 410 65.2 37.7 102.9
41 Hiscox 812 241 812 241 2,317 84.7 29.4 114.1
42 African Reinsurance Corporation 797 681 745 631 917 61.7 36.2 97.9
43 Chubb 722 671 722 671 50,312 71.5 30.3 101.8
44 Allied World 713 649 713 649 2,817 66.8 27.3 94.1
45 Nacional de Reaseguros SA 650 516 546 413 395 62.4 30.5 92.9
46 Third Point Reinsurance 578 558 578 558 1,205 70.6 36.2 106.8
47 Argo Group International 572 160 572 160 1,747 66.5 16.8 83.2
48 Greenlight Capital Re 568 465 568 465 478 71.6 33.6 105.1
49 ACR Capital Holdings Pte 548 479 548 479 784 74.4 38.5 112.9
50 WR Berkley 545 480 545 480 5,480 68.7 37.7 106.4
Source: AM Best



This time last year, as the reinsurance sector’s 
attention turned towards Monte Carlo, I wrote an 

article about casualty claims inflation and the growing 
disconnect between our industry’s historical experience 
and future prospects for claims settlement values. So, a 
good place to begin this year is to ask the question: has 
claims inflation continued at the pace I described last 
year? The answer is a resounding yes.

If anything, claims trends have deteriorated further. As 
an industry, we’re looking at significant increases in loss 
severity with liability classes of business, particularly 
commercial auto business and trucking. Add into that 
mix general liability, general casualty 
and professional liability, including 
medical liability, and you’ve got quite a 
gritty picture. It’s not what the patrons 
of the Café de Paris would like to be 
discussing, I’m sure.

Why the increase in claims costs? 
There are of course a series of factors at 
play. Increasing public distrust of large 
corporations is widely cited as being 
one of them. 

Shorter attention spans and the 
impact of social media were also 

cited as factors contributing 
towards the so-called “lottery mentality”, which 
has seen jury awards reaching into tens of millions 
– and even billions – of dollars for personal injury 

and liability lawsuits. And importantly, this is not just 
a US phenomenon, as we see more litigation in the UK 

and the EU as well.  
Even the concepts of contributory risk and 

professional judgement seems to be more vulnerable 
to challenge in today’s world. For instance, doctors are 

often faced difficult judgement calls over what course 
of treatment to take, only to be faced with a subsequent 
lawsuit challenging the treatment.

By way of response, insurers are pulling back. We 
see carriers offering significantly shorter policy limits, 
higher attachment points, tighter policy language, and 
of course, higher rates. Primary layers of coverage and 
lead umbrella have been particularly affected, with 
businesses in some cases having to self-insure the first 
$2mn–$5mn of exposure in order to put together a tower 
of coverage with a manageable up-front cost, or resort 
to other risk financing mechanisms.

At Liberty Mutual Re, we are taking 
a long, hard look at every deal on our 
books. Even with the well-publicised 
rate increases across most classes 
and risk types over the past few 
quarters, thanks to these rising claim 
costs, conditions remain tough. This is 
going to put pressure on reinsurance 
rates and commission terms. We are 
encouraged by the response of the 
market generally, and our clients 
in particular, because these rate 
increases and underwriting actions are 
absolutely vital in our efforts to provide 

sustainable, long-term capacity. Unfortunately, there is 
a lot of pain ahead for the industry as it faces worse-
than-expected loss development on the last half-dozen 
accident years. Reinsurers are grappling with the same 
issues as primary carriers, and we look forward to some 
interesting dialogue with our ceding company clients 
as we bring a more equitable balance to reinsurance 
contract terms. It’s going to be an interesting renewal 
season.

Putting the brakes 
on claims inflation
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Casualty claims inflation shows no sign of slowing. Thomas Greene, Liberty Mutual Re’s 
head of casualty reinsurance, asks why and explains what action the market is taking 

Thomas Greene, 
Liberty Mutual 

Re’s head 
of casualty 
reinsurance

Unfortunately, there is 
a lot of pain ahead for 
the industry as it faces 
worse-than-expected 
loss development on 
the last half-dozen 

accident years 
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