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Axa XL leads new generation 
$100mn+ Lloyd’s RKH facility
Hyperion Group’s specialty broker RKH has inked the first 

significant new London market broker facility since Lloyd’s CEO 
John Neal triggered the market’s bold transformation programme 
earlier this year. Rethink will be officially launched later this year 
with four classes all led by Axa XL’s Syndicate 2001, The Insurer  
can reveal.

The Rethink facility is powered by new 
technology developed by Hyperion X, 
Hyperion’s technology arm. Hyperion X CEO 
Barnaby Rugge-Price told this publication that 
Rethink embodies Neal’s vision of lower cost, 
digital risk transfer backed by underwriting 
pedigree.

 “Rethink is almost two years in development 
but combines lower cost digital placement, 
underpinned by high-quality data and lead 
underwriting,” he explained.

Rethink – which has cost £3mn ($3.7mn) 
to develop – is a single-entry data portal 
that integrates with existing London market 
underwriting IT systems and PPL, the e-placement platform 
that is championed by Lloyd’s.

Underwriters who participate on the Rethink platform write 
all qualifying business at a predetermined level. They support 
the lead quoting underwriter and the system has five years 
of loss data powered by Hyperion X’s Accelerator platform. 
According to a presentation seen by The Insurer, insurers 
benefit through a reduction in premium and claims processes 
with minimal data entry.

The participating insurers will also have access to a portal 

showing gross and net loss exposures, premiums written and 
losses as they occur on all bound risks.

The Insurer understands that RKH will not charge additional 
brokerage for underwriters on the facility either at the front 
or back end. However, there will be a 1.5 percent fee for 
underwriting services and development costs of the platform, 

and a separate 2.5 percent client rebate.
Behind the technology, Rethink is a quota 

share of RKH’s Lloyd’s portfolio and operates 
as a Lloyd’s consortium.

The broker says it is second only to Marsh 
JLT Specialty as the largest producer of direct 
business into the market equivalent to £2.1bn 
in GWP in 2018.

The facility will begin in Q4 this year with 
four non-marine classes – financial lines, 
terrorism, A&H, and healthcare – all led by Axa 
XL. In 2020, Rugge-Price anticipates placing 
at least $100mn GWP through the platform, 
doubling in 2021 and growing to $500mn in 

2022 as the portfolio expands to encompass further non-
marine and marine classes.

One class currently exempt is property cat. “Lloyd’s, quite 
naturally, is particularly focussed on cat exposures after the 
2017-18 loss events, so we’re keeping cat under review for the 
time being”, Rugge-Price confirmed.

Other blue-chip Lloyd’s insurers including Beazley, Amlin 
and Brit are working closely with Rethink to become early 
stage participants, The Insurer understands.

Lloyd’s and the wider London market saw an eruption 
Continued on page 4

RKH absolutely 
believes in the primacy 

of the lead market 
model. What Rethink 
is doing is providing 
a platform for more 
efficient following 

capacity
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Last night, Lloyd’s hosted its Monte 
Carlo cocktail party a year after its 

previous CEO Inga Beale’s puritanic 
decision to cancel it. 

The mood was upbeat and the event – 
just like previous years – was a success. 
Lloyd’s – and its senior executives 
(both Corporation and market CEOs) 
– entertained and networked with its 
customers and prospects which, after 
all, is surely one of the main purposes 
of the Rendez-Vous if you are going to 
attend at all The sub-text was important 
too. Lloyd’s, after recent travails, is 
once again on the front foot and, with a 
new management team, has a renewed 
confidence and a clear vision of the 
future. In fact, there is a case to be made 
that Lloyd’s CEO John Neal has done too 
good a job in the eleven 
months since replacing 
Beale. A year ago, this 
publication revealed that 
the former QBE boss was 
poised to be appointed 
as the market’s new CEO. 
At the time, we described 
the role as the “hardest 
job in the City” reflecting 
the malaise that had set 
in within Lloyd’s and the turn-around job 
required. After the worst underwriting 
result since 2001, the industry was 
already aware by Monte Carlo that 2018 
would be yet another loss year for 
Lloyd’s, even before California’s Camp fire 
and other Q4 cats added to the count.

Yes, Lloyd’s still had attractions – 
principally its global licences and ratings. 
But its costs were too high, rates too low, 
its distribution strategy looked muddled, 
processes clunky and the foolishness 
of its soft market expansion into new 
geographies was being cruelly exposed 
by the roll-call of 2017-18 cat losses.

Chubb CEO Evan Greenberg didn’t pull 
his punches when asked about Lloyd’s on 
an investor call last year.

“You know, to a large degree, a lot 
of the underwriters in London and at 
Lloyd’s, it’s like a bar room with a bunch 
of drunks who want to reform, and they 
just can’t put the glass down and push 

away from the bar.”
Ouch.
Neal arrived last October and 

immediately began a charm offensive 
by visiting the market’s lifeblood, the 
senior managers of the broking firms that 
Lloyd’s depends upon for its business. 
MMC’s Dan Glaser was impressed, 
remarking it was the first time he could 
recall of a Lloyd’s CEO coming to New 
York to ask how the market could see 
more Marsh business.

And then Neal built on this good will 
by unveiling a transformative vision 
of a new, digital Lloyd’s complete with 
flexible capital, digital risk exchanges 
and state-of-the-art underwriting and 
low lost, high technology processes.

Combined with a tide of rising rates (in 
part because of Lloyd’s 
tough approach to 
business deselection last 
year) and Neal’s upbeat 
mien – the mood on Lime 
Street has lifted this 
year. Pessimism has been 
replaced with optimism. 

The danger is that 
there is now – because of 
Neal’s fine salesmanship 

and positive can do approach – a 
mismatch between expectations and 
reality. Neal has committed to unveiling 
details of the transformation plan at 
the end of this month (30 September). 
A year ago, such a deadline would have 
been received with cynicism. Now, there 
is almost an expectation that Neal – like 
a stage magician – can pull back the 
curtain to reveal a transformed Lloyd’s.

But the reality is that there is still a lot 
of hard work to do. 

The new challenge for Lloyd’s is 
to manage expectations; to avoid 
disappointment and cynicism returning. 
A program that has a combination 
of easy wins, manageable medium-
term deliverables and a roadmap on 
how more profound changes could be 
delivered would be a good way to ensure 
the goodwill momentum continues 
before the scepticism of a year ago 
returns…
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Casualty reinsurers are increasingly 
optimistic that improving deal 

dynamics driven by a hardening primary 
insurance market are sustainable into 
2020 and beyond.

Multiple underwriting and broking 
sources have highlighted the positive 
impact on quota shares from the 
significant rate increases being 
experienced across a swathe of casualty 
and professional liability lines of 
business – particularly in the US.

At the same time, the upwards march 
of cede commissions that began to be 
halted 18 months ago is now beginning 
to reverse on a number of deals, with 
examples of recent renewals where 
reinsurers have been able to claw back 
half a point to two points on quota 
shares. There have even been isolated 
examples of buyers trying to lock in 
cedes on multi-year deals in a bid to 

insulate themselves against a more 
significant push from reinsurers for 
improved economics down the line.

Some excess-of-loss covers are also 

understood to be seeing rate increases, 
especially in the excess liability market 
where the frequency of severe losses 
from wildfires to mass shootings has 

badly stung insurers and their reinsurers 
over the last few years.

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

That means that despite improvements 
in primary rates and conditions, 
reinsurers are using deteriorating 
historical experience to push for lower 
cedes or increased excess-of-loss 
rates, even on accounts that have good 
experience. Although in-depth details 
of specific deals are not known, there is 
anecdotal evidence of reinsurers being 
offered participation on a variable quota 
share for a Bermudian with improved 
terms on a one-year basis that were 
better by a further point if a market 
committed to a second year.

One highly regraded US E&S carrier 
is understood to 

Improving casualty reinsurance market 
shows signs of sustainability

in facilities 
following the 

launch of the initially controversial Aon/
Berkshire Hathaway QS sidecar in 2013 
which was later renamed as the Aon 
Client Treaty.

Aon is understood to charge 
underwriters on the facility a commission 
range of 6-7.5 percent in exchange for 
a share of qualifying business and it 
is thought to still be one of the largest 
facilities in London with circa $400mn 
business being placed annually.

Most large London market brokers now 
operate facilities albeit with different 
nuances, such as Willis’ G360 and Marsh 

and Aon’s product-specific facilities. In 
2017, blue-chip Lloyd’s insurer Beazley 
even launched a syndicate dedicated to 
writing them. Although some  
(re)insurers are fiercely critical of the 
concept because it effectively prevents 
risk selection, others acknowledge the 
attraction of guaranteed portfolios of 
business.

However, the centrally-mandated 
reducuction in Lloyd’s capacity in Q4 
2018, together with the thrust of Neal’s 
Lloyd’s reforms, has meant there has 
been an impasse in facility launches this 
year until Rethink.

The launch also comes at a time 

when Lloyd’s is contemplating moves 
to distinguish between resource 
requirements for lead and follow markets 
in a bid to lower costs.

Rugge-Price acknowledged that 
Rethink will sit at the heart of this 
debate. “We absolutely believe in the 
primacy of the lead market model. What 
Rethink is doing is providing a platform 
for more efficient following capacity,” 
he explained. He added that Rethink is 
designed to simplify the broker process 
and save on the administrative burden 
– a feature not present in all rival broker 
facilities which typically focus more on 
aggregating and channelling business.

Continued from page 1

Continued on page 10

Key points
c  Broad hardening on underlying 

business is driving better economics
c  Evidence of incremental cede 

improvement, but not widespread
c  Some buyers look to lock in cedes
c  Increased demand is also benefiting 

reinsurers
c  Some retrenchment in reinsurance 

supply
c  Frequency and severity losses drive 

hardening underlying market



Risk. Reinsurance. Human Resources.

PARTNERSHIP
When you seek new paths to success, you need 
a partner that has a firm grasp of your business.   
Aon builds and maintains the close relationships 
required to propel your firm forward and gain  
a foothold in profitable environments.  
Find out more at aon.com 

POWER of

The

07298 Reinsurance.com 2018 print ads Suite - A4 v01.indd   5 8/13/18   11:21 AM



6 | News

Start-up Transverse Insurance 
Company is set to build a European 

platform as part of its ambitious plans to 
become a global hybrid fronting carrier, 
The Insurer can reveal.

The company secured its AM Best 
A- rating last month and is set to put 
its first US program on the books in the 
coming weeks.

The Erik Matson-headed carrier has 
identified an opportunity to build a 
significant portfolio of specialty P&C 
program business in the US market from 
its relationships with MGAs, reinsurance 
brokers and reinsurers.

It will typically retain up to 10 percent 
of the risk on programs it cedes to 
reinsurers and will offer transformer 
services for ILS transactions.

But in a parallel process Transverse 
is also considering a UK-headquartered 
operation to provide fronting carrier 
services in a European market that has 
limited alternatives.

It is thought that the company has 
already had preliminary meetings with 
UK regulators the FCA and PRA and is 
expected to have its formal application 
filed in the near future.

Although details of the strategy are 
not known, it is likely that the platform 
would have a meaningful presence in 
London, and then put a subsidiary in a 
jurisdiction on the continent allowing 
it to passport business from the rest of 
Europe.

The firm is thought to see Europe as 
being as big a growth opportunity as the 
US, with only R&Q’s Accredited platform 
a viable option as a fronting carrier 
dedicated to providing paper in the 
region.

The portfolio of business would likely 
have a similar focus to that which the 
start-up is looking to put together in the 
US, spanning specialty P&C lines.

US portfolio buildout begins
In the US Transverse committed to its 
first program with a single state MGA, 

considered a market leader in its space.
For the second and third deals in its 

pipeline, Transverse is understood to 
be in the final stages of onboarding 
programs in various specialty lines of 
business.

As previously reported, Transverse 
secured its A- financial strength rating 
from AM Best in late August.

In a statement, AM Best said the 
ratings assigned reflect Transverse’s 
balance sheet strength, adequate 
operating performance, limited business 

profile and appropriate enterprise risk 
management as a new start-up.

Backers of the start-up are led by 
California-based private equity firm 
Virgo Investment Group, where Matson 
is an operating partner and co-head of 
insurance.

The venture had already secured a 
Texas-domiciled admitted carrier as 
well as a non-admitted Delaware shell 
company and was set to capitalize as an 
AM Best Class VII financial size insurer, 
indicating policyholders surplus of 
$50mn to $100mn.

As well as Matson, the start-up 

management team includes his former 
AIG programs division colleague Ethan 
Allen as CUO and chief actuary, and 
one-time Third Point Re executive 
Shane Haverstick as head of business 
development, according to its website.

The trio are joined by investment fund 
manager David Paulsson as president 
and chief investment officer. Paulsson 
is also the founder of investment firm 
Cedilla Capital.

Other members of the start-up team 
include former Republic Group executive 
Jamie Coleman as head of regulatory and 
compliance, Jennifer Moran as general 
counsel, and financial controller April Su, 
previously at Maiden.

Transverse has also assembled a board 
of directors that includes former JLT Re 
CEO and Qatar Re CUO Alastair Speare-
Cole, former Greenlight Re CEO Len 
Goldberg, Drinker Biddle & Reath partner 
and former investment banker Michael 
Halsband and Virgo representatives.

Program start-up Transverse 
targets European platform

The firm is thought to see 
Europe as being as big a growth 

opportunity as the US
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Transverse
Type
Hybrid fronting carrier
Rating
AM Best A- financial strength; “a-“ long-
term issuer credit
Key personnel
Erik Matson, Dave Paulsson, Ethan 
Allen, Shane Haverstick, Jamie Coleman, 
Jennifer Moran, April Su
Backers 
Led by Virgo Investment Group
Business plan summary
Targeting specialty P&C programs from 
MGAs that it will front for reinsurers, 
retaining up to 10 percent of the risk on 
its own balance sheet. Initial launch in 
the US with plans to build a European 
platform
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Florida dodged the direct hit from 
Hurricane Dorian last week that 

could have shifted the property cat 
reinsurance market into a truly hard 
phase of the pricing cycle.

But the storm’s intensity and slow 
churning passage across the Bahamas 
and up the eastern seaboard of the US is 
still likely to have hardened the resolve of 
underwriters in a market that continues 
to show strong pricing momentum.

Beyond the enduring images of 
devastation and human tragedy on Great 
Abaco and Grand Bahama, the storm’s 
vital statistics are enough to focus the 
minds of property capacity providers 
from primary carriers up to retro and the 
ILS market.

Dorian matched the strongest ever 
winds recorded at landfall for an Atlantic 
hurricane at 
185 mph; it tied 
for the second-
strongest 
hurricane in 
terms of wind 
speed; surpassed 
the strongest 
storm to hit the 
Bahamas and for 
the area of the 
Atlantic east of 
Florida and north 
of the Caribbean.

It also boasted the most rapid 
intensification ever recorded and was 
the second slowest major hurricane by 
distance traveled in a 24 hour period, 
according to a report from Aon’s Impact 
Forecasting unit.

Perhaps most significantly, however, 
it was also the first time in the satellite 
era when four consecutive years have 
brought a Category 5 Atlantic storm, 
following Matthew in 2016, Irma and 
Maria in 2017, and Michael last year.

As previously reported by this 
publication, the path of the storm, with a 
near Florida miss after a Bahamas hit and 
a track up to the Carolinas, most closely 

replicated Matthew, which ultimately 
was a modest hit with $2.3bn of insured 
losses. So far, indications are that while 
Dorian will almost certainly be a multi-
billion dollar loss, it will still be at the 
modest end of industry losses recorded 
from the last three years of hurricanes.

At the the end of last week cat 
modelling firm AIR said it estimates 
insured losses from Dorian in the 
Caribbean will be between $1.5bn and 
$3bn with almost all of that coming from 
the Bahamas. 

Karen Clark & Company had earlier 
estimated total Dorian insured and 
uninsured in the Bahamas will be $7bn. 
Insurance penetration in the residential 
areas devastated is relatively low. 
Nevertheless with 13,000+ properties 
estimated to have been destroyed or 
badly damaged, and properties on Great 
Abaco’s real estate market up for sale at 
an average of $600K+ including some high 

value homes, the number could still be 
meaningful.

There will also be commercial 
insurance losses, largely from the 
islands’ hospitality industries, as well as 
distribution centers for multi-nationals 
serving the area, marine/yacht losses 
after almost all vessels in the strike zone 
were decimated, and port/cruise terminal 
infrastructure.

US commercial property writers and 
the London D&F market are likely to be 
impacted, as well as residential binders.

Physical damage and business 
interruption losses are inevitable as the 
islands begin the long process of recovery 
and reconstruction.

US losses will also emerge in the 
coming days in the commercial market 
and the NFIP from the storms churn up 

the east coast 
to the Carolinas, 
bringing high 
winds and 
flooding.

Even if the 
ultimate insured 
losses from 
Dorian come in 
well below $10bn, 
the impact on the 
psychology of the 
market has to be 
set against the 

last two years of catastrophe activity, with 
combined losses that are the highest ever 
by some margin at $220mn.

And as Argo CEO Mark Watson observed 
at The Insurer’s Pre-Monte Carlo event 
in London last week, property cat 
insurance rate hardening has actually 
been outpacing reinsurance pricing in a 
transitioning marketplace up to know.

Segments of the E&S property market 
are already in hard territory, and that 
has led observers to comment that the 
hardening reinsurance market may be 
sustained for some time, as it is pushed 
by growing momentum on underlying 
business.

Dorian adds pressure to 
tightening property cat market

Record breaking Dorian
c    Strongest winds at landfall (185 mph)
c  One of five strongest Atlantic storms 

(tied 2nd)
c  Strongest storm in Bahamas
c  Strongest storm east of Florida and 

North of Caribbean
c  Record rapid intensification
c  2nd least 24 hour distance traveled for 

major hurricane
c  First time four straight years with Cat 5 

Atlantic storm
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The last two years produced approximately $220bn in insured losses
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have given moderately improved terms to reinsurers 
on a mid-year specialty casualty quota share that has 
a strong track record, with another blue chip insurer in 
the same space paying compounding rate increases on 
its excess-of-loss cover. 

Also this year Allied World is thought to have placed 
a global excess casualty programme where the cede 
dropped by between half a point and 1.5 points on 
different parts of the placement. In the energy liability 
market, OCIL is thought to have paid a 17.5 percent 
increase on an excess-of-loss deal across the first two 
layers. 

The improved pricing and cedes come as the 
underlying business is seeing hardening almost 
universally on casualty and professional liability, which 
means a double boost for reinsurers on proportional 
deals.

Evidence is also growing of tightening terms and 
conditions on the underlying business as insurers 
try and keep pace with swelling loss costs – and of 
reinsurers being able to negotiate improved terms when 
they support MGA and program deals in the form of 
sliding scale cede commissions.

In parallel with a property cat market where 
primary hardening is broadly outstripping reinsurance 
hardening, it is the aggressive corrective actions by 
insurers that are driving improved dynamics for casualty 
reinsurers.

“To be clear, the hard market is coming from the 
primary side. It’s not being driven by reinsurance, which 
is really interesting from a historical perspective,” said 
one senior casualty reinsurance 

Day 2 | Monte Carlo Rendez-Vous 2019 www.theinsurer.com

10 | Analysis

Continued from page 4

Continued on page 12

Casualty rate movements 
Territory Pro rata 

commission 
XL – no loss 
emergence % change 

XL – with loss 
emergence % change 

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

China N/A -10% 0% 

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

United States – General Third-
Party Liability 

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

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

United States – Professional 
Liability 

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

Note: Movements are risk adjusted

Territory Pro rata 
commission 

Risk loss free % 
change 

Risk loss hit % change Catastrophe loss 
free % change 

Catastrophe loss hit 
% change 

United States – Healthcare 
Liability 

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

United States Workers’ 
Compensation 

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

To be clear, the hard 
market is coming from 
the primary side. It’s 
not being driven by 

reinsurance, which is 
really interesting from 
a historical perspective

Key points
c  Broad hardening on underlying business is driving better economics
c  Evidence of incremental cede improvement, but not widespread
c  Some buyers look to lock in cedes
c  Increased demand is also benefiting reinsurers
c  Some retrenchment in reinsurance supply
c  Steady improvement is seen as sustainable

Source: Willis Re
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broking executive.
“This market is being driven by Lloyd’s and AIG pulling 

back and dumping stuff and the huge reduction in 
original limits being offered, where $5mn is the new 
$50mn. You used to be able to do a $50mn layer with 
two $25mn players, now you need ten $5mn players,” 
they continued.

As The Insurer has previously reported in detail, 
retrenchment across large areas of the casualty market 
and professional lines – particularly public D&O – 
has led to a capacity crunch in areas of insurance 
placements for large clients.

At RIMS earlier this year, there was a clear tightening 
that has been creating a true hard market in areas 
such as lead umbrella and excess casualty for large 
corporates. 

That means that the pockets of hard market that 
started in areas of transportation, trucking and 
habitational have spread more broadly across the 
casualty sector, largely in the US, driving a hardening 
that is now almost market wide and has been 
accelerating through the second half of the year.

The dramatically changed environment on the 
underlying business means that reinsurers have largely 
been acting in a rational and moderate fashion, while 
still seeing significant improvement themselves.

“They are benefiting from the increase in primary 
rates and the reduction in limit and the tightening of 
terms and everything that’s happening on the primary 
side. I don’t think they feel they need to really push it 
and double down. I think they will recognize what they 
have is good,” suggested one senior broker.

Another senior casualty source said that reinsurers 
are now dealing with clients in a “genuinely attractive 
market” on the primary side for most lines.

The capacity crunch led by the retrenchment of large 
carriers such as AIG in the large limit space is also 
filtering down to the regular $1mn limit primary auto 
liability and general liability space, they added.

“It’s a very positive story pretty much everywhere you 
look and it’s got legs,” said the executive.

A senior casualty reinsurance underwriter told this 
publication: “At the end of the day you’ve got serious 
contraction and improving terms all over the place 
– on the reinsurance terms as well as the underlying 
business with rate increases coming through.”

Despite a broadly optimistic tone in the casualty 
marketplace, some are skeptical that reinsurers will be 
able to make meaningful progress on reducing cedes 
further in renewals later this year and into 2020.

One source suggested that some better quality 
buyers may argue that because of the improved 
economics from underlying rate hardening they justify 
a higher cede. And at the very least the broad based 
rate increases on the underlying business mean that 
downward pressure on cedes will ease.

Continued from page 10

Demand increases as 
buyers become more risk 
averse
As well as the uplift from improved pricing, terms and 
conditions, casualty reinsurers have been seeing a meaningful 
uptick in demand for the first time in years.

One senior market source noted that on the buying side 
insurers are generally becoming more risk averse, reflecting 
increased concern about the adequacy of reserves and loss 
cost trends.

“That’s a perfect scenario for reinsurers. More deals are 
coming to market, terms and conditions are being moderated, 
and anything that’s under pressure is giving up cede or getting 
rate increases on the XoL,” they said.

Another broking executive observed that up until very 
recently many larger carriers had been basing their reinsurance 
purchasing off capital models that would often convince them 
they didn’t need to cede more business to reinsurers.

“Now what’s going on is that nobody wants to have an outsize 
loss relative to their peers,” they said.

Looking to next year, the executive said there are no signs 
that people are looking to keep more net and buy less 
reinsurance.

“At the heart of that is that nobody is quite sure yet how the 
underlying business is performing. 

Even on D&O, or some of the areas were there’s real rate 
change with 15 percent increases, they still don’t know if it’s 
enough.

“Would it be crazy to think that the industry is at a 115 or 120 
combined ratio, maybe not,” they said.

As previously reported by this publication, AIG has been the 
source of several new reinsurance deals as it continues to cede 
more to better control volatility in its earnings.

As well as a major new US casualty quota share earlier this 
year it is also in the process of putting out an RFP for a global 
financial lines cover.

Sources have pointed to increased demand from all sizes of 
buyer as insurers look to deal with a legacy of underpricing and 
increased frequency and severity losses across casualty lines, 
from public D&O to auto liability and umbrella.

As well as increased demand, there has been some 
retrenchment from reinsurers.

As revealed by The Insurer earlier this year, Munich Re has 
significantly stepped back from parts of its casualty reinsurance 
book written out of its US platform in a move driven by loss 
trends on the business.

And in its mid-year update, Willis Re noted that for general 
liability: “Reinsurance capacity overall is down, and against 
increased demand, this imbalance is creating a favorable 
environment for those reinsurers who do have an appetite.”





CPPIB-backed Ascot’s Bermuda reinsurance platform 
is seeing significant traction after a slow start as 

improving market conditions offer opportunities for 
growth.

The parent company, which has its origins in Lloyd’s 
but now has US insurance carrier and MGA operations 
as well as its Ascot Re platform, has had a presence on 
the island for several years.

Initially writing as an MGA – including on behalf 
of former capital provider AIG – Ascot launched its 
own balance sheet operation in Bermuda in late 2017 
headed by former Chubb Re, Harbor Point Re and Third 
Point Re chief John Berger with Simon Kimberley as 
CUO.

Despite a significant capital commitment, the start-
up’s plan to write $350mn last year was scaled back 
to a fraction of that when the anticipated property cat 
opportunity after 2017 losses didn’t materialize.

However, this year the transitioning market for 
property and casualty treaty business has created 
significant opportunities to grow the book, with a plan 
that was initially set at around $170mn of premium and 
has since been ratcheted up.

It is thought the casualty book is on course to grow 
by more than 50 percent from the $50mn of premium 
income written in 2018.

As well as supporting casualty quota share 
programmes in a market where cede commissions 
have improved for reinsurers, there has been 
increasingly attractive property business to write.

The property book includes business transferred 
over from the established MGA that had been 
underwriting on behalf of AIG in Bermuda. It is 
understood that this year property premium writings 
on Ascot Re paper will top $100mn, representing a 
fivefold increase on 2018.

Ascot Re’s property portfolio, which is written 
by Kimberley, dovetails with that written by the 
group’s flagship Syndicate 1414 overseen by group 
CUO Mark Pepper.

Bermuda has a different retro appetite, writing 
worldwide business where the syndicate doesn’t. 

On international reinsurance it is quite similar to the 

Lloyd’s platform in what it will write, selectively picking 
carriers to support in geographies such as Australia, 
Canada and Japan.

In the US, which represents the bulk of cat 
reinsurance exposure in Bermuda and Lloyd’s for the 
group, Ascot Re will target nationwide cedants, in 
contrast to the syndicate’s focus on writing regional 
pillars. The Bermuda platform also has an appetite for 
regional players, such as specific Florida or Northeast 
accounts, but does not tend to write a broad book of 
smaller carriers operating in those zones.

It will also tend to write further down on the cat 
programmes than the syndicate. 

The remainder of the treaty book is led by head of 
casualty and treaty Ian Thompson, who moved over 
from Hiscox along with vice president and casualty/
specialty treaty underwriter Justin Keith in 2017.

The duo had a healthcare book of business at Hiscox, 
and initially wrote on Ascot’s Lloyd’s paper.

Ascot Re also does an internal quota share of 
Syndicate 1414 business, but that is separate from the 
book of business underwritten from the island and is 
instead managed at the group level.

Growing insurance book 
As well as reinsurance growth opportunities, Ascot 
Re has been adding insurance business to its 
Bermuda platform.

Ascot Re added Peter Horrobin from Aspen who 
writes excess liability and D&O on the Bermuda 

balance sheet and is understood to have put around 
$20mn of premium on the books.

Sources said Ascot Re now expects to be back on 
track to write a book of up to $300mn next year across 

its reinsurance and insurance lines of business.
The carrier now has a presence of close to 30 

employees in its Bermuda office as it continues to 
build mass.

With parent Ascot now domiciled in Bermuda, 
more corporate functions have also moved to 

the island, including its finance team led by former 
Ironshore and Alterra executive Joe Roberts as group 
CFO.
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around a potential Aon-Willis 
deal of some kind has refused 
to die away altogether.

Indeed, noises in investor 
circles have grown louder in 
recent weeks, while sources 
within the industry have 
continued to speculate that 
M&A activity between the firms 
might just be a matter of when 
rather than if.

They have observed that 
while Irish Takeover rules 
do preclude Aon returning 
(in almost all circumstances) 
within the 12-month period, 
there would be nothing to stop 
WTW initiating a transaction 
during that period.

There could also be various 
iterations of a different kind 
of deal where units of either 
company are sold off, with 
perhaps WTW refocusing 

on consulting. That has even led to suggestions of a 
potential break up of both companies, with parts of 
Aon’s consulting businesses going to WTW and Aon 
taking on its rival’s brokerage businesses.

That outcome seems rather less likely than WTW 
spinning off parts of its brokerage arm. There has been 
long-standing speculation about the future of Willis Re, 
and suitors other than Aon would likely show interest, 

Such has been the flow of 
broker-related news in the 

fallout of the MMC-JLT deal 
that the short-lived public 
declaration of interest in Willis 
Towers Watson by larger rival 
Aon in March disappeared 
from the headlines almost 
as quickly as the deal itself 
appeared to die.

For those that need 
refreshing, it went down 
something like this:

On 5 March Bloomberg 
reported that Aon was 
considering a combination 
with then $24bn market 
cap Willis that would have 
represented the broker 
sector’s largest ever M&A and 
leapfrogged the combined 
organisation above MMC 
in terms of revenue, even 
factoring in its JLT acquisition.

As Willis shares climbed to an all time high, Aon 
confirmed that afternoon that it was indeed in the “early 
stages” of evaluating a potential all-share transaction.

Less than 24 hours after the first reports surfaced, Aon 
pulled the plug on the process, however.

The firm said it had been required to go public when 
news broke of its interest because Willis Towers Watson 
is an Irish company subject to the country’s regulatory 
requirements.

Confirming that it did not now intend to pursue the 
potential combination, the broker said it had been 
forced to disclose its interest at a very early stage.

That appeared to be that – particularly as suitor Aon is 
now bound by Rule 2.8 of the Irish Takeover Panel, which 
in practical terms prevents it from pursuing a WTW deal 
until next March, except in very limited circumstances.

Six months later the world looks to have moved 
on. Within weeks WTW CEO John Haley was talking up 
an M&A war chest and pipeline of his own and soon 
announced the acquisition of Tranzact for $1.4bn 
followed by last month’s smaller deal to buy Risk Capital 
Advisors.

At Aon it has been business as usual, with strong 
organic growth through the first half of the year (6 
percent in Q1 and Q2, including 12 percent in reinsurance 
in the most recent quarter) and improved margins.

The firm continues to focus on delivering its Aon 
United strategy under Greg Case, aligning its operations 
into a single structure and P&L.

Persistent rumours
But despite the appearance of surface calm, the chatter 
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How the top 10 brokers 
could have looked…
Rank Broker 2018 revenue

1 Aon + Willis Towers Watson $19.30bn

2 MMC + JLT* $16.85bn

3 Arthur J Gallagher** $5.19bn

4 Hub International $2.15bn

5 Brown & Brown $2.01bn

6 BB&T Insurance $1.96bn

7 USI $1.68bn

8 Lockton $1.57bn

9 Alliant Insurance $1.35bn

10 NFP $1.20bn

*Based on 2018 MMC revenue of $14.95bn and JLT 2018 
revenue of $1.9bn (as per Q2 investor presentation from 
MMC  **Stripping out clean coal revenues
Source: The Insurer, company announcements, Moody’s 
reports

Six months on from Aon’s brief public 
flirtation with Willis Towers Watson, the 
rumours in the investor community and 
broker fraternity have not gone away…



an attractive book of regional accounts – a segment in 
which Aon wants to grow in the US.

The two are both strong in the London specialty 
reinsurance arena, but scale can add leverage to the 
advantage of both parties. In Japan both firms have a 
solid presence but are not thought to be on the same 

accounts for the most part.
And although Willis Re does have a fac book, 

it is relatively underweight compared to Aon.
From a financial perspective, the tax 

advantage of combining WTW into Aon and 
the potential for driving Willis margins up 
towards those of its larger rival – in addition 
to cost savings in areas like real estate – could 
be workably accretive. There would also be 
potential revenue synergies on the consulting 
side of the companies – particularly in the 
fast-growing investment arena – as well as 
retirement services.

The Haley block
Any suggestion that Willis Towers Watson might agree 
with that read on Aon’s rationale may be tempered by 
the belligerent stance taken by Haley, at least in public.

In the immediate aftermath of what might have been 
the sector’s shortest ever M&A saga Haley was adamant 
that the firm would not look to sell any of its current 

businesses, 
including Willis 
Re.

It may also 
be that despite 
the persistent 
rumours, neither 
firm now has the 
appetite for a 
transformational 
deal. Six months 
down the line 
strengthening 
tailwinds in 

the commercial insurance market and an improving 
reinsurance market means that Aon in particular may 
now be more satisfied with its organic growth prospects.

Interestingly, the companies’ share prices have 
converged and traded in lock step since late April.

But for all Haley’s stoicism though there may be a 
greater imperative in WTW quarters to change course.

The Aon approach can’t have been helpful for the 
uncertainty it is sure to have fostered within the ranks of 
the targeted company – particularly against a backdrop 
of a talent war that is taking hold in the broking arena.

There is also the issue of succession. Haley postponed 
it temporarily when he signed a contract extension last 
summer but is due to retire at the start of 2021. Until 
that is addressed, the chatter is unlikely to go away.

including those looking to rapidly build reinsurance 
intermediary platforms such as Lockton.

There is no suggestion that anything is imminent, 
although it should be noted that knowledge of the 
nascent approach for WTW back in March had not 
permeated below the very highest level in either 
company. Nevertheless, the continuing chatter 
does warrant revisiting what might have 
motivated Aon to make its move.

Some equity analysts were dismissive at 
the time, cautioning that a transaction of that 
size would be challenging, both because of 
regulatory antitrust concerns and potential 
talent and revenue leakage.

There were also questions over the timing, 
with both Aon and WTW potentially in a 
position to win talent and clients in any MMC-
JLT fallout. At the same there were concerns 
expressed over limited customer choice in the 
reinsurance space with the four leading global 
firms potentially cut to just two.

Investors had also acted negatively to the news of a 
potential deal, with Aon shares trading sharply down.

The rationale
But Aon is not in the habit of making ill-considered 
moves on a whim, so what was its likely rationale?

Sources have 
highlighted the 
obviously limited 
options for Aon to 
pursue if it sees 
additional scale 
as an imperative 
in the post-MMC-
JLT world amid an 
aggressive war for 
talent.

There is a clear 
gap between the 
big three and the 
next tier of brokers that would widen if the field of 
global giants narrowed to just two with an Aon-Willis 
combination (see table).

Willis would bring additional firepower in the specialty 
insurance brokerage arena, as well as a large middle 
market platform in the US through its HRH business, an 
area in which Aon is relatively lacking that could put it 
up against Marsh & McLennan Agency.

It would also add the highly regarded Gras Savoye 
broker in France, and effectively give Aon an option on 
Millers in London.

And the two firms’ reinsurance broking arms are also 
arguably more complementary than some might think.

Willis Re is seen as strong in treaty in Latin America – 
an area where Aon has less strength, while Willis Re has 
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Distributed ledger technology, better known as 
blockchain, is now being applied to underpin secure, 

continuous insurance contracts, rapid-fire billing and 
settlement, and the automated payment of claims in 
a fraction of the usual time. Brokers place risks under 
smart contracts which they design and structure, then 
establish data exchange between insured clients and 
their (re)insurers. The results include efficiency gains 
and cost savings for all participants in the chain, an 
enormous reduction in delays and errors, and the 
elimination of disputes over differences of conditions.

Real-time shipping information collected from, 
for example, shipboard positioning devices, delivers 
extremely granular data. Behavioural analysis of 
such data, fuelled by machine learning and artificial 
intelligence, allows risk decisions – including loss 
prevention measures – to be made based on real 
actions, rather than on demographics such as vessel 
age and tonnage. Such use of big data generates deeper 
knowledge of risks than has ever before been possible.

The real power, however, comes from the combination 
of these marine insurtech tools. Insurance contracts no 
longer require slow and cumbersome amendment to 
reflect actual conditions such as status. By feeding live 
risk-data feeds into a blockchain system which secures 
data across a distributed ledger, coverage can be 
amended to account for reality at sea, without human 
intervention, even after risks have been bound. For 
example, premiums and taxes can be adjusted to reflect 
a ship’s unexpected passage through a war-risk zone. 
Creative coverage options such as continuous contracts 
or even pay-as-you-go hull policies can be created, 
placed and serviced for a fraction of the cost of a single 
annual marine insurance contract.

As well as providing shipping companies, insurers, 
and their reinsurers with rich risk and exposure data, 

the combination of blockchain and AI-driven data 
eliminates much of the uncertainty inherent in the 
insurance of any property. That permits underwriters 
to pare down the risk premium inherent in the cost of 
capital calculated for conventional pricing. 

For shippers and ship owners, the combined 
technologies allow constant tracking 
of assets wherever they may be in 
the world, and data-sharing with 
brokers and insurers that feeds 
directly into coverage conditions. 
The former may then focus less 
resources on administration and 
more on added-value, real-time 
services for clients, including loss 
prevention and monitoring, and the 
latter will garner an unprecedented 
knowledge of their on-risk 
exposures. Connected reinsurers can 
know with certainty the aggregations 
and accumulations they may carry at any moment.

By bringing together always-on client access, 
immutable data, the automation of administrative 
tasks, complex and insightful risk analytics, and the 
full range of insurance services, the shipping and 
insurance sectors are able for the first time ever to 
react instantaneously to changing circumstances. Such 
combined technologies for the marine sector are 
already in use, with market momentum building 
to integrate these tools and explore the potential 
advantages and benefits. 

With shippers and insurers alike under pressure 
to embrace technology that will improve their 
profitability, the windfall available from combined 
blockchain and artificial intelligence technologies is 
no longer on the horizon – it has arrived. 

Day 2 | Monte Carlo Rendez-Vous 2019 www.theinsurer.com

18 | Opinion

Combining the power of blockchain and artificial 
intelligence has the potential to reinvent the risk-
transfer process for marine insurance buyers, 
brokers, and underwriters, Ian Meadows, associate 
partner of insurance at EY London tells The Insurer

Ian Meadows

Revolutionary marine 
insurtech has arrived

The shipping and 
insurance sectors 

are able for the first 
time ever to react 
instantaneously 

to changing 
circumstances
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We specialise in providing customised solutions 
to our clients across an array of geographies and 
products. Our network of offices gives us access 
to expertise around the world. Our relationships 
are far reaching.
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What have you seen happen to supply and 
demand in the retro market in 2019?
There is no doubt that the supply of retrocession that 
is available at 2018 pricing levels has shrunk. For some 
time, retrocession has been more dependent on ILS 
funds than any other part of the insurance market and, 
for the first time in more than 20 years, these funds are 
smaller – in aggregate – than they were 12 months ago.

But this aggregate shrinkage is very uneven and it is 
certainly true that some of the funds with retro-focused 
strategies have been among those that have seen 
significant reductions. But several funds and managers 
have continued to grow and there is a healthy pipeline 
of new funds.

Much of the shrinkage is due to capital that has been 
directly lost or trapped by events. But it is also the case 
that some strategies have experienced real difficulties 
in both attracting and retaining investors due to the 
experience – and continued deterioration – from 2017 
and 2018 losses.

Amongst the rated markets, a number of management 
teams are now restricting their underwriters from 
deploying the same aggregate at the same rate.

At the same time, demand for retrocession has 
continued to rise as reinsurers look for ways to protect 
their balance sheets and satisfy enhanced regulatory 
constraints.

The net effect of this is that we have seen continued, 
gradual growth in the total dollars of retro limit but at a 
higher clearing price.

 
How have the mixed fortunes of the ILS funds affected 
the various retro products?
Some of the largest ILS funds specialise in very specific 
products. The uneven performance of individual funds 

is being reflected in the availability and pricing of 
particular structures.

Pillared and pro-rata are two areas that have seen 
particular capacity constraints and it is likely that 
clients will continue to see firmer terms and conditions 
at 1.1. So within the retro market there is another level 
of supply and demand imbalance as the lack of supply 
of some products is leading to increased demand for 
others. Currently, much of our work with clients involves 
identifying ways to substitute different structures to 
achieve the same economic objectives.

 
How will the issue around 
loss creep change the market?
It is hard to overstate the effect of loss creep on our 
market. Not only has the deterioration been very 
large compared to historical insurance events, but the 
market is now dependent on capital providers who 
have difficulty understanding why it takes so long for 
the industry to get a handle on losses – and why recent 
losses seem to have consistently surprised participants 
in the same direction.

Better investor education is part of the answer. 
The industry needs to manage investor expectations 
around post-loss uncertainty more carefully. But a few 
of the losses in the last 24 months have created very 
real frustration within the market and I am certain that 
future loss estimates will see much higher levels of 
scrutiny to avoid scepticism.
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Managing the winds of change 
in the reinsurance market
James Boyce, CEO of Global Specialties at Guy 
Carpenter, talks to The Insurer about the outlook for 
1.1, the supply and demand of retro, the impact of loss 
creep on the market and how the integration with JLT 
is progressing… 

Continued on page 22





What is your outlook for 1.1 with and without 
significant loss activity?
Either way, we are expecting the tightening in the retro 
market to continue. But if there are no further large 
losses, then we expect that business will continue to be 
transacted in an orderly way with markets looking for 
broadly similar terms to previous renewals. In part, this 
will be facilitated by some of the newest entrants to the 
market.

Significant loss activity late in the year has the 
potential to create meaningful stress on the market. 
Losses would tie up capital and some fund investors 
may be faced with three consecutive years of losses 
and could lose their nerve. This could lead to markets 
calling for material price increases.

We think that clients who manage to sign lines early 
this year will significantly de-risk their renewal process.

 
How are the dynamics in the retro market likely to 
interact with the broader reinsurance market?
The relatively modest amount of dollars that flow 
through the retro market are the tail 
that wags the dog of the reinsurance 
market, and in turn the P&C insurance 
market. We have already seen that 
pressure in the retro market is used 
as a tool to push up rate rises in the 
primary reinsurance market.

But there can be a lag and retro (and 
ILW) pricing can move before primary 
pricing can catch up. In recent years, 
reinsurers have come to rely on retro 
not just to protect their balance sheets 
but also to smooth quarterly earnings. If the market 
continues to harden, some reinsurers may find that they 
are able to use retro for one or other of these things 
but not both.

Have the new initiatives in London had an impact on 
the market yet?
There has been a lot of momentum in London recently. 
It is extremely encouraging to see that the industry 
is self-aware enough to realise what it needs to do 
to maintain its historical strength in the reinsurance 
market. It was a real achievement for the industry to 
convince the UK government to enact new legislation 
that has allowed London-based cat bonds and side 
cars. It is also encouraging that the PRA has continued 
to listen to feedback on ways to further improve both 
the product and the process.

As a firm, we are very involved in the wide-ranging 
‘Future at Lloyd’s’ review. It is much too early to 
prejudge the outcome of that work but, again, it is 
encouraging to see the market becoming much more 
ambitious and future issues being anticipated and 
tackled head on. Ultimately, the reinsurance and retro 

markets are inherently global and we are always going 
to remain agnostic to jurisdiction. As part of the largest 
intermediary in the world, we are in an extremely strong 
position to ensure that we can find new opportunities 
in every part of the world and apply the right resources 
wherever our clients want to do business.

 
What are the most exciting new opportunities for your 
clients in 2020 and beyond?
The hype around insurtech seems to have settled 
down in 2019, but this could be a classic case of 
overestimating the effect of a technology in the short 
run and underestimating the effect in the long run. 
It may turn out that it is just not possible to design 
an app that makes insurance an exciting purchase 
for millennials. But there are clearly many other 
parts of the value chain that are crying out for good 
technological solutions. Improving data transfer from 
insurer to reinsurer to retrocessionaire is something 
that would benefit all parties and is a problem that Guy 
Carpenter (and Marsh) is very focused on.

In terms of risk, the slow but steady 
growth of the cyber market could finally 
see accelerated demand following 
some full limit losses. At the same time, 
the contractual language has matured 
to give much more clarity on what is 
and isn’t covered by ‘cyber’. This is 
likely to lead to a broader panel of 
firms who are able to get comfortable 
with the risk.

 
How has the MMC – JLT acquisition affected GC Global 
Specialties?
Since it was announced a year ago, it has been pretty 
clear that, at a strategic level, this would be a big 
opportunity for Global Specialties. The market is small 
enough that we get to know our competitors extremely 
well and we have always had a huge amount of respect 
for the market insight and client focus that the JLT 
brokers have demonstrated.

In addition to strengthening and deepening 
our London and Bermuda property platforms, the 
acquisition has allowed for a step change in our 
coverage of other lines of business. JLT’s expertise in 
areas such as political risks, terror, cyber and capital 
have proven to be extremely complementary to our 
existing teams.

We have spent the summer putting the final touches 
to our new structure and I couldn’t be more excited by 
the combination of very old and very new colleagues 
who are coming to Monte Carlo and will be working with 
our clients to navigate the 2020 renewals.

Note: This interview was conducted on 26 August before Hurricane 
Dorian formed.
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Following more than a year of negative 
press regarding Bahraini carrier Trust Re, 
The Insurer meets its newly appointed CEO 
Talal Al Zain, a man with ambitious plans 
for rebuilding Trust in more ways than 
one…

Al Zain, a renowned name in Bahrain’s banking and 
financial sector, was named group chief executive 

officer in April, replacing Fadi Abu Nahl who has led 
Trust Re since 2006 and is the son of the carrier’s 
ultimate owner, Cypriot-national Ghazi Abu Nahl.

A former founder and director of Jisr Capital and 
CEO of Bahrain’s sovereign wealth fund, Al Zain’s 
appointment came a mere week before Trust Re 
published its long-awaited audited consolidated 
financial statements for 2017.

The delay, a result of a year long-audit and regulatory 
investigation from Bahrain’s domestic regulator, the 
Central Bank of Bahrain (CBB), resulted in the carrier’s 
ratings being withdrawn and led to widespread 
speculation over its financial strength.

The audit uncovered a veritable spider’s web of issues 
– including multiple regulatory breaches and a colossal 
$92.5mn black hole within the carrier’s solvency margin.

Al Zain says he was aware of the job he was taking 
on: “There were clear issues that needed addressing 
but there was nothing that couldn’t be saved or fixed,” 
he says. “The fundamentals of the business were all 
there. I knew this was something I could work with, 
something we could restore.” Within his first week at the 
helm, Al Zain instigated a mass cull and replacement 
to the carrier’s executive board; a move that led to the 
departure of its chairman, former chief executive officer, 
chief financial officer, chief risk officer and several other 
executive board members.

“One of the most important tasks from the beginning 

was to create a strong senior management team,” he 
says. “Unfortunately, Trust Re spent a year without a 
CEO. Morale was low, not only in Bahrain but in our 
branches in Kuala Lumpur, Cyprus and Morocco as well 
as our representative offices in China and India.”

The executive says the decision to install a new 
senior management team was one of necessity as was 
the decision to include the carrier’s chief risk and 
compliance officers and in-house legal counsel in its 
senior leadership.

“Many companies avoid placing such a person at 
management committee level because of their direct 
reporting line to the regulator – for us this was crucial. 
Their presence will better protect the company, its 
management and shareholders.”

As part of its 2017 investigation, the CBB engaged “big 
four” auditor PWC to review the financial, operational 
and governance aspects of the reinsurer. Over the 
course of the review – which commenced in August 
2017 – Bahrain’s central bank highlighted 44 areas of 
improvement. “Most of the observations have already 
been addressed,” Trust Re said at the time.

Al Zain confirmed that relations with the CBB are 
strong. “They’re pleased with the progress we have 
made and with the updates they have received. We’re in 
constant contact.”  

The executive has also commissioned an international 
legal firm to develop a new corporate governance 
framework and tasked KPMG to provide an independent 
compliance report – their purpose, Al Zain says, is to 
ensure “all weaknesses” are being addressed.  “The 
more the controls are in place the more comfortable I 
feel,” he says.

Transparency
Fundamentally, the moves are all designed to rebuild 
relations with the domestic regulator and to instil a 
culture of transparency: “I truly believe that we need to 
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focus on transparency,” he says, “It has been lacking and 
we have to change that.” As part of efforts to rebuild 
relations, Al Zain and his senior management have been 
“very active” with travel across the Middle East, Europe, 
Asia, South and North America. “It’s been a valuable 
exercise in acquainting myself with clients and partners 
but also an opportunity to rebuild relations – it’s 
amazing the good will we have in the market.”

In the fourth quarter of 2018, the Lloyd’s coverholder 
and corporate member had its financial strength rating 
downgraded below the critical AM Best A- threshold 
with the rating agency citing concerns about the 
absence of audited accounts.

At the time of the withdrawal, Trust Re had an AM 
Best FSR of B++ and a long-term ICR of bbb+. It had 
an A- (excellent) AM Best rating last year before the 
downgrade.

“We have started reengaging with the rating agencies,” 
Al Zain says. “First to adjudicate with them where we are 
financially and then to outline our plans. It’s my 
top priority to restore the ratings situation.”

Al Zain described the restoration of Trust Re’s 
ratings as “critical” but would not be drawn on 
timing - the A- rating is commonly regarded 
as the minimum threshold required to write 
international business.

The executive also confirmed Trust’s $92.5mn 
solvency margin blockhole is set to be plugged 
via a $353mn cash injection from parent 
company Nest Investments Holdings through a 
number of cash payments to take place later this year 
and into 2020. 

Al Zain admits that the payments – the first of which 
was expected in June – have been delayed. “Funding 
from the shareholder will start coming in over the next 
quarter and continue into next year,” he says. “There 
have been unfortunate delays but these are due to the 
time taken for the parent to sell a number of assets to 
fuel the proceeds that will be pumped into Trust.” 

Restoring Trust
Looking further ahead, the medium-term ambition is 
to restore Trust Re to its gross written premium levels 
of 2017, which were in excess of $500mn, as well as 
its previous position as the largest reinsurer in the 
MENA region. Al Zain says this is a “perfectly possible” 
ambition and intends to double that level of business 
over the next five years. This growth will be fuelled in 
part through partnering with “strategic investors”, 
particularly in Asia and the mature markets of the 
US and Europe.

“Bringing in strategic investors is something 
I see as an immediate goal,” he adds. “The only 
challenge is that they have to be in alignment with 
management. This is not about recapitalisation. We’re 
not in need of capital, this is about opening doors and 

opportunity for us to grow.” Asia in particular is a key 
market for Trust Re.  Al Zain says it was the region where 
the carrier lost the most business following the ratings 
downgrade.

“Asia and Africa have fantastic growth potentials 
but we have sufficient coverage right now. Europe and 
America are the established markets we need to be in. 
The challenge on the horizon will be how we execute 
this.” Al Zain said that despite the difficulties faced by 
the carrier in the last 48 months Trust Re has lost little 
talent on the technical and underwriting side of the 
business.

Domestic market
There are also macroeconomic factors that weigh 
heavily on decision making. The depression in oil 
pricing over the past 4 to 5 years has taken a heavy 
toll on insurance growth in the MENA region as most 
oil exporting countries have come under pressure and 

regional (re)insurers have been hit by declining 
government expenditure, lower demand, 
pressure on investment returns and fierce 
competition from abroad.

“Bahrain has been affected, just like the 
rest of the Gulf region, by the slowdown in 
oil prices,” Al Zain says. “However, Bahrain 
has been lucky in that we never saw the great 
peaks and troughs in movement that our 
neighbouring states experienced. Our economy 
has remained stable.”

Despite this, the economic crisis forced Bahrain to 
go to the global market for financing resulting in a 
damaging country ratings downgrade.

Al Zain, who sits on the Board of Economic 
Development, remains bullish on the Gulf State’s 
prospects. All of the factors that fuelled and supported 
the success of Bahrain before the downgrade still 
remain, he says.

A recent report from AM Best found that Bahrain’s 
status as the regional (re)insurance hub in the Middle 
East is showing signs of waning and was in danger of 
losing the “early mover advantage” of its reinsurance 
regulatory environment.

Al Zain seems unconcerned, however. Of particular 
benefit to Trust Re is the easy access and contact with 
financial authorities and regulatory officials. “Such easy 
access has helped us a great deal,” he says.

On the subject of whether the collapse of ACR 
Retakaful and Arig will be a boost for Trust Re, Al 

Zain could not be drawn. Although it is clear that 
the collapse of its largest domestic rival will not 
only benefit Trust Re but provide a wave of staff 
and partners looking for employment and services 

in the region. It’s a reminder that – like any region 
– the minimum building blocks for success include a 

clear strategic focus and strong trading relationships.
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Historically, the insurance and reinsurance 
industry has experienced regular changes – 

for example the advent of catastrophe models 
25 years ago was followed by the transfer 
of insurance cat risks to the wider financial 
market, and by cat bonds shortly after that.

Today, the world around us is undergoing a 
profound transformation, driven by rapid and 
accelerating changes in terms of technology 
and climate, urbanization, and global 
demographic and economic expansion. 

This transformation is having a major impact 
on the risk universe, which is both growing and 
changing. 

We have recently seen a considerable rise 
in uncertainty due to a combination of trade 
and political conflicts. We are experiencing 
climate change through rising sea levels and 
the varying frequency and severity of weather-
related perils. 

Cyber is no longer a “new” thing, and recent 
events have once again demonstrated that the 
retail and commercial markets need dedicated 
products and services to protect them 
from cyber risks.

In this context, insurance has 
an important role to play, 
bridging the gap between 
capital and risk. But 
insurers must also deal 
with a changing business 
environment. 

Depressed financial 
yields and more 
complex or diverging 
risk-based regulations 
are, for instance, 
putting additional 
pressure on financial 
results. Expertise, in 
a constantly growing 
knowledge universe, 
is paramount. Swift 
and efficient execution 
requires cutting-edge 
operational excellence, 
and technology has a key 
role to play in this.

The depth, complexity, 
and pace of the above-

mentioned changes also affect the 
reinsurance industry. Reinsurers are no 
longer viewed merely as providers of 
financial capacity, they are expected to 
become strategic partners who can help 
clients to manage risk holistically. 

In this regard, the flexibility and long-term 
mentality of reinsurers put them in an ideal 
position compared to the financial markets 
or ILS funds. 

As well as providing new solutions to address 
more complex and tailor-made covers, reinsurers 

are called on by their insurer clients to help 
them achieve their strategic objectives, such 
as growth in existing or new segments, capital 
optimisation, smoothing of earnings, or adapting 
to the evolving technological and digital 
environments. 

Consequently, reinsurers must continue to 
expand the services they provide to their clients. 

In addition to deep technical expertise in various 
lines of business, and swift and efficient claims 

handling, reinsurers also need to structure their 
expertise into a range of services that they 

can offer their clients: innovative 
insurance product expertise to help 
clients in developing countries roll 

out new product lines; solutions 
combining retrospective and 
prospective reinsurance; co-
investment in new technological 
solutions that help transform 
existing processes. 

In this context, the tiering 
of reinsurers will accelerate, 
and the Tier 1 reinsurers will 
become solution providers 
to insurers, helping not only 
to transfer risks but also to 
transform them.

In the face of this paradigm 
shift, we believe Scor 
remains ideally positioned 
as a Tier 1 global reinsurer. 
Our new transformative 
strategic plan, “Quantum 
Leap”, lays the groundwork 
that will enable our company 
to face these challenges over 
the next decade.
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Despite the noise around adverse development of 
recent large losses, head of business intelligence 

for Aon’s Reinsurance Solutions business, Mike Van 
Slooten, maintains that the reinsurance sector is in a 
relatively strong position.

“Based on our analysis, capital is up and the 
traditional sector averaged around a 14 percent 
return on equity in the first half of 2019, which 
is a pretty strong performance – although that’s 
largely been driven by what has happened in 
the capital markets,” he said.

“Stability is returning to the alternative 
sector and there are still good reasons for 
pension funds and other institutional investors 
to participate in this space. We expect growth 
to resume, once recent losses have been fully digested,” 
he added.

It is no secret that the record catastrophe years of 
2017/18 have been a test of the ILS market’s mettle, 
particularly in view of ongoing ‘loss creep’.

“The big losses trapped collateral initially 
and subsequent development has added to the 
problem,” Van Slooten said. “Jebi certainly hasn’t 
helped, but the issue here is more on the retro side, 
as direct involvement in the Japanese market is quite 
limited,” he added.

Even so, some balance has now been achieved in the 
availability of alternative capacity, according to Van 
Slooten.

“Money has continued to come into the space, but 

the issue until recently was that it wasn’t enough to 
keep pace with the payment of losses and investor 
redemptions,” he said.

“We’ve now reached an equilibrium point and where 
the appetite goes from here will be quite an important 

factor in terms of what happens at 1.1.”
Fund managers are having to work harder 

to entice additional investment, and risk 
evaluation capabilities and transparency have 
become critical, Van Slooten warned.

“Some perils are being reassessed in the 
light of recent loss experience and another 
round of model enhancement should help to 
bring capacity into the industry,” Van Slooten 
said, pointing towards the wildfires that 

ravaged California in both 2017 and 2018.
“Wildfire was considered a secondary peril and the 
exposure was being written into contracts without 
much consideration.” He continued: “After the 
recent run of losses, that is now changing and 
concerns about the possible impact of climate 
change have come to the fore.”
Insured catastrophe losses were relatively low 

in the first eight months of 2019 and investors will be 
hoping that remains the case at the year-end.

“People are still digesting what’s happened over the 
last two years,” Van Slooten explained. “There are signs 
of recovery in the ILS market, but there’s a higher level 
of sensitivity than usual to major loss activity in the 
second half of this year.”

Investor appetite will 
shape 1.1 renewals
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You will no doubt be all too aware of the growing 
problem of attracting and retaining talent in the 

reinsurance industry. The fear that some roles could be 
replaced by technology in the future is adding to the 
issue. But I do believe that technology advancements 
are positive, as they enable greater risk management 
and do not pose a serious threat to reinsurance jobs. 
Treaty reinsurance transactions are complex and 
cannot easily be automated, but more importantly, 
they depend on expertise and a deep knowledge of the 
client’s business. This is why people are at the heart 
of the reinsurance business model. As 
the risk landscape evolves and new 
risks become more and more complex, 
long-term client relationships are key 
to a successful reinsurance business. 
We need to attract, recruit, nurture and 
retain talent. As I see it, our people are 
a vital part of our business model.

Long-term client relationships are 
at the core of what we do. These 
relationships depend on continuity to thrive. I founded 
LM Re’s international business in Cologne 17 years ago, 
along with my colleagues Bernd Burelbach and Gaby 
Kirschenhofer and we still lead the business today. As a 
leadership team, we’ve prioritized career development, 
teamwork, and a positive working environment and 

it’s no accident that our attrition rates over the years 
have been remarkably low.

This focus on people provides a strong message 
to our clients. We need to trust the people we’re 
dealing with and they need to have trust in us. 

We maintain a presence in many markets in 
order to understand clients’ needs and build long-

term partnerships, deploying experienced local and 
international teams. Our focus is on regional and 
product teams, bringing global expertise together with 
people who understand the local culture and language. 

We believe in building our own talent pipeline, so we 
offer a graduate training programme. Many companies 
have cut back on training, to reduce expenses or in 
the belief that the graduates will leave as soon as 
they’re trained. At LM Re we believe that if you invest in 
your people and branch network you can continue to 
offer exciting career opportunities. Our programme is 
forward-looking – we offer language training and there 
is potential for international travel to prepare them for 
a global role.

As well as our global reinsurance team, we have 
access to a deep pool of talent through 
Liberty Mutual’s global network, 
for example our team of over 35 
reinsurance claims professionals is 
supported by over 160 other claims 
team in the wider Liberty Specialty 
Markets team. And we can call on the 
Innovation Hub based in Boston and 
the new cyber centre of excellence in 
the UK.

At recruitment interviews we make decisions based 
on technical knowledge and skills but also with a 
strong focus on culture and teamwork, as it’s such an 
important part of our DNA.

It is down to the employee to decide how long they 
want to stay. But our long-term view is attractive to 
employees. As a mutual company, we’re not subject 
to shareholder pressure for quarterly returns, and 
we’re largely protected from the M&A activity seen in 
so much of the market, so employees can focus on 
their jobs and on building their careers. We have built 
cohesive teams backed by years of working together. 
Who wouldn’t want a career free from anxiety and 
distractions?

Through our investment in skills, training, data, 
technology and knowledge, our people help our 
business, and our clients’ businesses, to flourish.

Securing the talent 
pipeline in reinsurance
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QBE Re is poised to take advantage of cumulative 
rate rises and pursue further growth, the 

reinsurer’s deputy chief underwriting officer Steve 
Postlewhite has said.

Speaking to The Insurer at the Monte Carlo Rendez-
Vous, Postlewhite said there is a desire at group 
management level to grow the reinsurance business 
where market conditions allow.

However, Postlewhite – the former Aspen Re 
CEO who joined the Australian insurance giant 
as deputy CUO of its reinsurance arm in June 
last year – added that he would not pursue a 
strategy of growth for the sake of growth and 
is under “no pressure” to push for substantial 
top line growth in reinsurance if the market 
conditions aren’t there.

“QBE would like to see the reinsurance business as 
a bigger part of the company, but over the last four or 
five years the market conditions have not been right 
for us to do that,” Postlehwite said. “When the market 
is in a state where profitable growth can happen, 
that will be the time to push for growth.

“If the market conditions improve, then our 
business will grow within QBE”

Postlewhite added that there is a “strong 
understanding” within both the group and 
reinsurance executive teams that pushing for 
market share is not a strategy that the group 
want for QBE Re.

Instead, Postlewhite said the lack of pressure 
to pursue market share is “very positive” for 
the reinsurance business and allows QBE Re to 
remain focused and disciplined in its underwriting 
strategy.

“Chasing rate has never been the way we’ve 
gone about things,” Postlethwhite added. 
“There is no pressure to push the top line 
in reinsurance if the market conditions 
aren’t there. Our focus remains on 
profitability.”

In August, alongside 
the publication 
of its half 
year 2019 
results, the 
Australian 
insurer 

revealed group-wide premium rates were up 4.7 
percent on average for its continuing operations, 
compared with 4.6 percent in the prior period. QBE 
also pointed to “very strong premium rate momentum” 
in its London Market insurance business.

Postlewhite said he is optimistic about the broader 
rating increase witnessed in the last two years but 

added that the next six months could prove 
a crucial bellwether of any long-term rate 
hardening.

“What we’re seeing at the moment is not 
a hard market, but there are pockets where 
things are a little more interesting,” he said.

“Terms and conditions seem to be going 
in the right direction. In the US market 
generally, there’s been some level of firming, 

particularly in the cat exposed Florida market.”
“However, as we go into the second half of the year, 

the focus will be on the hurricane season 
and future pricing will be placed on 

a knife-edge,” Postlewhite added. 
“If we have a relatively loss-free 
second half then some of the 
firming could quickly drop out of 
the market.

“The major threat is that this 
marketplace’s memory is very 
short. If we go through the wind 
season clean and have great results 
in reinsurance in 2019, then how 
much wind is going to be taken out 
of the sales of pricing.”
Instead, the executive pointed to 

the need for continued underwriting 
discipline and a “client-by-client and 

deal-by-deal approach.”
“Pricing is still at a level that is 

significantly below the temporal 
rate,” he added. “At that 

point there’s a real 
threat pricing may 

start reversing 
again quickly. 
This is why the 
next three to 
six months 
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is crucially important.” However, Postlewhite urged 
caution and said that for QBE Re, the next two quarters 
represent an opportunity for setting up the strategy 
but “not jumping in with two feet.” 

“There’s a flood back of admitted business in mainly 
property but also casualty in the E&S space. There’s a 
lot of new businesses here. Other areas of speciality 
have also underperformed which pushes rate and 
gives a level of buoyancy to the whole insurance 
market.

“Everybody benefits when insurance pricing 
increases. We’re at a tipping point this year, with a lot 
of management teams questioning what they need to 
do to get back into profitability.”

Loss creep
With a number of heavyweight (re)insurers reporting 
worsening 2018 results due to a deteriorating claims 
experience from Japan’s Typhoon Jebi and the US’ 
Hurricane Michael, Postlewhite said 
the events had taken their toll on 
investors.

“There was continued loss creep 
into this year, combined with wildfire 
losses that were effectively not 
modelled the previous two years. 
This makes the third-party capital 
population jittery – they will be more 
shy to put their capital to work unless 
they see real change.

“The question is, how much does 
that rate need to change before they 
do return.”

With some $1.7bn of non-life ILS 
capacity issued in Q2, recent figures 
suggest that the second quarter 
of 2019 was the second-lowest second-quarter for 
issuance by volume in the past eight years, except for 
2016.

The ILS markets’ loss is the retro markets’ gain, he 
added: “Opportunistically, given the shrinkage in third-
party capital, the retro space will continue to see rate 
hardening and improvement, so we will look at new 
business there.”

Opportunity
Postlewhite noted E&S property, where there’s been 
some fairly significant rate hardening. “It’s a very 
broad market, so not something you want to just 
go into. “There’s a fairly long list,” he said. “The real 
question is whether the rate increases are enough to 
make us want more involvement.

“At the moment we’re doing the prep work for when 
it is enough – we’re planning what pricing point we 
want at what kind of capacity. It is strategic work.”

Postlewite added: “We’re going to be ready to move 

when the pricing gets to the point required. You never 
really know what’s going to happen so we want to 
stand ready.”

Retro stability
At 1 January this year, QBE revealed it had 
implemented what it terms a “simpler, more 
sustainable and conventional reinsurance structure”, 
which reduced its reinsurance costs.

QBE said that this year’s programme cost around 
$125mn less than the expiring programme. The 
company budgeted for an increase in the net 
allowance for large individual risk and catastrophe 
claims to around $1.4bn for 2019, up from $1.2bn last 
year. Postlewhite said the reinsurance arm had no 
intention to follow the insurance divisions lead and 
restructure its retro placement.

“We’ve had a very consistent retro-structure for a 
number of years,” he said. “We benefit from having 

had long-term partners on our 
retro programme and it gives us the 
advantage.  “Our partners have been 
with us through thick and thin so they 
know that when loss years such as 2017 
and 2018 happen, that’s part of a 25-
year relationship and don’t overreact 
to it.” Postlewhite added that by using 
a panel of trusted retro insurers QBE 
is not faced with fluctuation in pricing. 
“We don’t see the big jumps in pricing 
that others may. It puts us in a strong 
position. We’ll still see some price 
increases from 1.1, we’re not completely 
insulated. But, we do write inwards 
retro as well. The opportunities for us 
will probably outweigh the downsides 

given our long-term relationships.”

Lloyd’s and the London market
“For the first time in a long time there’s some genuine 
innovation happening in Lloyd’s, which is spurring a 
lot of excitement,” he said. “These ideas have been 
a long time in gestation, not all of them will work 
equally well, but each one has its merits. As an overall 
package, it could be quite transformative for the 
Lloyd’s market. Frankly, it is overdue.” Postlewhite 
added that while most of the initiatives under Neal’s 
prospectus are likely to benefit the insurer rather 
then reinsurer community, the access to capital plan 
is “potentially interesting.” “There may be some 
innovation around the ‘access to capital’ plan,” he 
said.  “I think putting communities of innovators next 
to communities of underwriters is great and that could 
have benefits for reinsurance. There’s a real desire 
to see it work and it’s probably the first time I’ve 
experienced that.”
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The democratization of risk data is a core mission 
for RMS; to provide relevant, timely risk insight to 

everyone who needs it – designed for every role in the 
business.

The current situation sees the end of the chain, such 
as the reinsurers, reaping most of the benefits from risk 
data, as they need comprehensive, detailed insights 
from risk models and an expert team around them 
to make billion dollar risk decisions that will satisfy 
internal and external stakeholders. 

But they are one part of the insurance value 
chain, a very important part. But with this wave of 
democratization, there is a need to get risk data to 
all parts of the chain – and make it easier, quicker 
and more cost effective than the highly sophisticated 
approach that reinsurers take, for instance.

But how can you achieve this, and get the same risk 
model data used to purchase or underwrite reinsurance 
to those that make risk decisions nearer the beginning 
of the insurance value chain? Everyone can then share 
the same view of risk, based on the same science, and 
ensure good decisions are made at the start of the 
risk decision journey, with a consistency that benefits 
all parties. Whether it’s a policy holder, corporate 
risk manager, coverholder agents or insurance 
underwriters, it is challenging for model analysts 
to support them. This is sometimes due to lack of 
resources or time to run the models.

To overcome this challenge RMS developed and 
launched a new app in June this year – SiteIQ – for 
all risk decision makers in desperate need of better 
multi-peril data to make more informed decisions. 
This leverages the same sophisticated modelling 
information used by everyone in the chain, as well as 
a view of the portfolio of locations underwritten, to be 
easily understood and quickly actionable at the point 

of decision making. The app can also integrate with a 
host of third-party data providers so users can enter 
any address into SiteIQ and quickly see a detailed 
breakdown of the natural and human-made hazards 
that may put the property at risk.

SiteIQ also allow access to sophisticated risk scores 
that take into account both hazard and vulnerability 
for each location in a matter of seconds, assigning a 
simple colour coding for each hazard, in line with the 
user’s risk appetite: from green for acceptable levels 
of risk, all the way to red for risks that require more 
complex analysis. Crucially, users can view individual 
locations in the context of the wider portfolio, helping 
avoid unwanted risk aggregation and write more 
consistently to the correct risk appetite.

The app goes a level further by allowing users to 
work with a sophisticated rules engine that takes into 
account the client’s risk rules. This enables SiteIQ to 
recommend possible next steps for each location – 
whether that’s to accept the risk, refer it for further 
investigation or reject it based on breaching certain 
criteria.

Using SiteIQ does not replace full probabilistic 
modelling, but instead reduces the frequency of 

information requests from those that have access 
to them, leaving more time to focus on the job at 
hand and help assess the most complex of risks. 
But for most risks, users will be able to quickly 
screen and filter risk factors, reducing the reliance 
on others.
By using the same risk modelling insight when 

making risk decision at the location-level, SiteIQ 
will not only empower those at the beginning of the 
insurance value chain but also ensure valuable benefits 
upstream in terms of a consistent and more rigorous 
approach to risk management.

Delivering modelling data insights to all
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legacy business which would benefit from a partial 
RITC approach enabling syndicates to dispose of the 
discontinued business.
 
What is the R&Q legacy offering? How does R&Q 
distinguish itself in a market which appears to draw a 
lot of competitors?
R&Q’s legacy offering is innovation and flexibility 
in providing solutions that best suit the seller’s 
requirements. We have a comprehensive tool box 
utilising our two AM Best A- rated carriers in US and 
Europe as well as a number of other consolidation 
vehicles primarily focused on the captive and self-
insured space. Having completed in excess of 90 deals 
across 30 or so regulatory jurisdictions we have an 
extensive track record of delivery which greatly reduces 
execution risk for the seller.
 
There has been growing talk about the prospect of 
ILS capital in the legacy industry; yet it seems R&Q 

are one of only a few who are 
actually delivering on this? What 
are the issues here and do you 
foresee R&Q becoming an expert 
conduit on bringing ILS capital to 
bear in the world of discontinued 
business?
 We successfully executed an 
innovative product with the 
ILS market this year on a large 

portfolio of legacy liabilities. Provided the structure 
meets the appetite of ILS on exposure and duration 
then there are a whole range of opportunities to work 
together. In a sector that has heavy concentration to nat 
cat exposures we are yet to see if the mandates from 
ILS investors are being suitably aligned to alternative 
risks from both a modelling and returns perspective.

R&Q have completed a number of larger legacy 
transactions this year. Is this intentional and, if so, what 
is your thinking behind the approach?
R&Q has grown its capital base considerably over the 
last couple of years enabling us to complete much larger 
deals, such as this year’s acquisition of Global Re. This 
has raised our profile in the market and we are now 
seeing larger deals being presented by brokers and 
intermediaries.
 
Sandell Re completed recently; what was the rationale 
for R&Q’s approach to this transaction?
Sandell Re is a very attractive proposition for R&Q as a 
company predominantly in run-off. It already had links 
to the group as it reinsures one 
of the programs written by R&Q 
subsidiary Accredited Casualty & 
Surety in Florida. Our acquisition 
ensured a stable transition for 
that important program to the new 
Sandell Re ownership.
 
How has the legacy acquisition 
market evolved in the past 12-24 
months? Is demand growing?
We are seeing increased activity on both sides of the 
Atlantic. More companies are waking up to the benefits 
of legacy disposal as a means of gaining greater 
capital efficiency and rating enhancement. The broking 
community also seem to have further grasped this as 
they are competing with each other to get mandates 
for legacy disposals. It has never been busier for 
opportunities.
 
You are an expert in Lloyd’s run-off. Interestingly, there 
seems to be fewer RITC transactions this year than 
perhaps were being predicted a year ago. Do you agree? 
If so, why is this?
Lloyd’s RITC activity has diminished over the last few 
years and is perhaps indicative of the strength of 
balance sheets at Lloyd’s leading to fewer distressed 
syndicates. The Decile 10 review which some thought 
would lead to whole syndicates being placed into 
run-off resulted instead in the cessation of portfolios 
of business across a large number of syndicates. This 
will give rise to a much larger volume of pockets of 
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Expansive legacy acquirer Randall & Quilter’s group 
head of M&A, Paul Corver sat down with The Insurer in 
Monte Carlo to discuss the continuing evolution of the 
legacy market

Legacy boom
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Speaking to The Insurer yesterday, co-founder and 
CEO Rupert Swallow confirmed Capsicum Re is in 

discussion with Gallagher, the US heavyweight that has 
owned 20 percent of the reinsurance broker since its 
inception, and provides much of the group’s fulfilment 
services and support.

Gallagher has until December to acquire the 80 
percent held by Capsicum Re’s management and staff 
under a call option formula agreed when Grahame 
‘Chily’ Chilton and Swallow, along with co-founders Raj 
Balasuriya and Simon Behagg, founded the intermediary 
in 2014 with the support of Gallagher CEO Pat Gallagher. 
“Regardless of our ultimate ownership structure 
we will be stronger and, more importantly, 
our values won’t change. Client advocacy is 
in our DNA; we use our market knowledge to 
advise and structure the most efficient capital 
structures for our clients,” Swallow explained.

It will, he adds, have a bearing on the firm’s 
plans to build out its US presence in 2020. “We 
currently have an office in Miami as our Latin 
American HQ and a New York base to primarily service 
our fast-growing cyber reinsurance business”.

“More than 60 percent of the industry’s global 
reinsurance market is US situs business so it is 
strategically important that we expand our footprint. 
Being part of Gallagher, in whole or in part, gives us 
access to one of the industry’s largest global brokers 
and has a vast and very successful US footprint.”

“If, however, we remain independent, then we have 
already identified areas that we will build upon. We 
have, for example, strong capability in US property but 
this is an area that we should naturally look to grow 
in to develop our US presence.”

Capsicum Re’s fast growth – its revenues climbed 
to circa $70mn in 2018 making it the fifth largest 
reinsurance broker [see yesterday’s analysis] – has 
been built organically with the development of eight 
separate P&L producing units established as limited 
partnerships. Talking to The Insurer, Swallow confirmed 
that hiring talent – rather than buying businesses – will 
likely remain central to its expansion plans.

The firm has, however, been conspicuous in its 
absence from hiring disaffected staff from JLT Re/Guy 
Carpenter following the £4.3bn acquisition earlier this 
year. Was this because of the Gallagher talks and is it a 
lost opportunity?

“On the contrary,” responded Swallow. “The JLT deal 
has already proven to be an opportunity because we 
have won business following the announcement”.

“When it was first announced [September 2018, shortly 
after last year’s Rendez-Vous] we immediately saw it 
as an opportunity on the client side rather than on the 
people side. It has provided a stage for Capsicum Re 
to showcase its strengths as a growing independent 
focused on client advocacy”.

“Yes, there is talent leaving but there is also going 
to be a lot of blood on the streets regarding the legal 
disputes that follow. These are massively distracting and 
isn’t the Capsicum Re way. We are proud to have grown 

to over 150 staff, who have joined from a variety 
of different intermediaries, and not had any 
legal issues.”

“We will never say never to M&A but we 
anticipate growth will continue organically,” he 
adds.

Another distraction for the industry is, of 
course, the Brexit saga which – after two official 
delays – is now scheduled for 31 October. 

Swallow says this is where its connection with Gallagher 
pays dividend because the US firm’s global reach allows 
it to navigate the eventual conclusion of Brexit. 

“Service to our clients and markets will be unaffected 
no matter the outcome of Brexit,” explained Swallow.

“Our arrangement with Gallagher will enable us to 
service our European business,” he adds.

He concludes with an upbeat outlook: “Capsicum Re 
has had a very successful five years. We launched our 
Foundation in 2016 and have donated over £500,000 

[$604,800] to a variety of charitable causes, and in 
October of last year Chily returned as our chairman 
to help us drive global business development and 
shape our strategic direction. 

“It’s an exciting time for Capsicum Re and we 
anticipate 25 percent year-on-year growth in 2019 

as our teams build out and a more mature business 
thrives. Insurers are responding well to our core 
message of putting them first and enabling Capsicum 
Re to use our deep industry knowledge to advocate on 
their behalf.”

Capsicum Re sets course 
for US expansion in 2020
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Fast-growing intermediary Capsicum Re says US 
expansion will be its next major move regardless of 
whether Gallagher implements its current call option 
on the London-headquartered firm
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How would you characterize the market at present?
We’re in the middle of a market transition following 
two consecutive cat-heavy years and signs of some 
lines of liability business showing deterioration. 
Consequently there have been pockets of reinsurance 
rate hardening, but fundamentally reinsurers 
and cedants have responded logically and 
rationally during recent renewals as capacity 
remains strong. In the past the reinsurance 
market has moved first to increase rates, but 
this time hardening has come primarily in 
primary markets, which have moved to a much 
greater degree. 

What are we seeing in pricing?
We’re seeing pricing vary by business line and 
geography as usual, but also from client to client. In 
the current cycle, unusually, the price and capacity 
that reinsurers are prepared to offer can vary quite 
dramatically on a client-by-client basis, depending 
on the quality of the client’s results and portfolio 
management, and on the broad trading relationship 
the client maintains with the reinsurer. It suggests that 
the market is not only functional, but healthy.

What impact has the decline in 
ILS capacity had in 2019?
The greatest impact on reinsurance has come through 
retro supply. A significant proportion of retro capacity 
comes through ILS funds, but at 1.1 the ILS market did 
not have as much capacity as a year earlier, because a 
number of funds had trapped capital or weren’t able 
to raise additional capital to reach the levels they 
held in 2018. A typical supply and demand impact 
was the perfectly logical result: reduced supply 
moved retro pricing more than in cat treaty 
business where capital remains ample. 

How has client attitude towards the value of 
reinsurance changed?
The value of reinsurance is probably greater today 
than it has been at any point over the last decade. 
We’ve seen a notable transition over the past three 

or four years; reinsurance is now seen by many as an 
effective tool for managing earnings as well as capital. 
It is clear that the major natural catastrophe events 
in 2017 and 2018 amplified that reinsurance coverage 
is a great dampener of earnings volatility. In addition, 
we’ve witnessed widespread senior management 
changes within many large insurance companies. The 
incoming executives tend to come from a long-term 
underwriting background, and so are more attuned to 
the value and flexibility of reinsurance.

How is the role of the reinsurance broker changing?
The work we do for our clients goes well 
beyond just the reinsurance transaction. 
Looking back 15 years, the reinsurance broker’s 
role was purely transactional. Today we play 
a much more holistic risk management role 
for the majority of our clients, acting much 
more as a consulting advisor around the 
entirety of their underwriting, capital, and risk 
management functions utilizing many different 
pools of capacity to address these needs. That 
has made the importance the reinsurance 

broker within relationships much bigger. It’s a good 
place to be. 

Where does Willis Re see opportunities for growth?
The life market in particular is a real target area 
for growth within Willis Re. It is a line that we’ve 
spoken about in the past, and we’re seeing the 
opportunity becoming even greater. The life market 
makes perfect sense for us, because it brings the 
broader Willis Towers Watson offering into play into 
an area that is ‘advice starved’ relative to the client/
broker partnership within the P&C business. WTW 
has long-standing, deep expertise around life, and 
since the merger now has the reinsurance expertise 
to support the actuarial support that has always been 
a core offering. We’re also targeting growth in other 
lines such as mortgage, crop, and trade credit, all of 

which are key business lines where we see great 
opportunity to grow as the value of reinsurance 
becomes more recognized.

I’m bullish, but realistic. It’s an exciting 
challenging and fast moving market, and clients 

rightly expect more and more from their core 
partners including intermediaries, but overall I am 

very positive about the continued organic growth 
of Willis Re – in part because we focus so much on 
meeting those increasing client demands.

The ever-increasing value of 
reinsurance: Willis Re’s Kent
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greater today than it 
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Willis Re’s 
Global CEO  

Following two consecutive cat heavy years, a 
challenged ILS market and dwindling retro capacity, 
Willis Re’s Global CEO James Kent talks to The Insurer 
about how the value of quality reinsurance has never 
been greater…
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Over the last year or so, I have been talking about 
what we at Russell call “The Flow of Money”.

This concept is built on the view that companies are 
becoming increasingly interconnected either directly 
or indirectly through their business relationships. It 
is at the intersection of these relationships where 
exposures can accumulate. Understanding these peak 
accumulations is critical for  
(re)insurers.

Identifying and managing 
these risks can be achieved by 
understanding and following the 
“flow of money”. Our analysis 
shows a correlation between large 
flows of money and aggregate risk 
accumulation and exposures, which 
has been validated by prior events.

 So, where to start? A good 
starting point is commodities. 
Driven by rising global demand and 
an emerging middle class in China and India, along 
with new consumer smart devices, commodities 
are the vital lifeblood of the global economy. For 
example, a generic smart phone uses about 16 rare-
earth metals and includes chemical elements of 
atomic weight 57 to 71 on the periodic table.

Who wants a commodity?
The top ten most traded commodities in the world 
today are in ascending order as follows: brent crude 
(oil), steel, WTI crude (oil), soya beans, iron, corn, gold, 
copper, aluminium, and silver. This is based on an 

analysis of the top 40 most exchanged agricultural, 
energy and metal futures contracts of 2017, but rare 
earth metals such as cobalt look set to move rapidly 
up the list of the $4trn of primary commodities traded 
annually.

That will lead to a new set of supply chain resourcing 
risks and other challenges. As a harbinger of things to 

come, mining company Glencore 
recently announced plans to halt 
production at one of the world’s 
biggest cobalt mines after prices 
for the metal collapsed and costs 
at the project increased. Cobalt 
is a critical metal for lithium-ion 
batteries in electric cars – though 
commodity prices have been 
steadily rising and will continue to 
do so. 

Glencore ranks as the world’s 
top producer of cobalt. Investors 

have hoped that Glencore would profit from the boom 
in electric cars and battery demand. The decision to 

close down the mine highlights how quickly cobalt 
has shifted – in the short term at least – from a 
valuable asset to a liability. After quadrupling in 
two years, prices have collapsed to the lowest since 
2016 as new supplies pour into the market. Having 

identified the concept of the “flow of money” the 
next step is to quantify and understand exposures. In 
tomorrow’s edition, I will set out how Russell Group are 
helping both (re)insurers and risk managers achieve this 
task.
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Can you share a bit about your background and vision 
for Freddie Mac credit risk transfer?
I have been in the US mortgage industry for more than 
25 years and joined Freddie Mac in 2012 with the goal 
of launching our single-family CRT program. 

Over the past seven years we have evolved CRT from 
an idea to an industry leading mortgage asset class. 
While my specialty is the securitization side, my role 
expanded this spring to include the (re)insurance 
program, which was a natural fit. 

It has allowed us to align strategies between the two 
programs and create efficiencies that help us to be 
nimbler and more competitive in the market. My vision 
for the business is to continue to evolve our product 
offerings to appeal to a wide-variety of investors and 
(re)insurers, while reducing credit risk exposure of US 
taxpayers and Freddie Mac.

How has CRT come to be a core business strategy for 
Freddie Mac?
Our traditional business strategy involves purchasing 
residential mortgage loans and issuing guaranteed 
securities, transferring interest rate risk to investors 
but retaining the credit risk on our portfolio. We 
introduced our flagship CRT offerings Structured 
Agency Credit Risk (STACR®) and Agency Credit 
Insurance Structure (ACIS®) to transfer a portion of 
that retained credit risk to private investors while 
still maintaining skin in the game. 

In changing our credit risk strategy from “buy-
and-hold” to “buy-and-transfer,” we’ve created 
a more sustainable business model that is more 
resilient to economic downturns. Since inception, 
we have transferred $50bn in risk to investors and 
(re)insurers, credit protecting $1.3trn in single-family 
mortgages.

In what ways have US lending practices 
evolved in the past decade?
Freddie Mac sets the 
industry standard for 
post-recession loan 

manufacturing and credit quality standards. Through 
our comprehensive underwriting standards requiring 
full documentation, a rigorous quality control process, 
commitment to our seller/servicer relationships and 
credit risk management practices, Freddie Mac has 
redefined US housing credit worthiness.

 Investments in the right technology, like Freddie Mac 
Loan AdvisorSM, provides greater certainty earlier on in 
the underwriting process along with other efficiencies. 
Loans in STACR or ACIS transactions go through an 
additional due diligence review, and any loans that 
don’t meet the eligibility requirements are excluded.

Do European (re)insurers participate in ACIS 
transactions?
Yes, we have a geographically diverse group of  
(re)insurers and (re)insurance panels that participate 
in our program. Over 60 percent of ACIS participants 
are non-US domiciled. Additionally, our credit tranches 
offer (re)insurers different risk/return profiles.

 
How has performance been for the ACIS program?
Since program inception in 2013, we have successfully 
executed 48 ACIS transactions covering over $13bn in 
policy coverage across 38 unique (re)insurers. Since 
2015, we have averaged $2.5bn to $3bn in  
(re)insurance contracts per year. ACIS has 
outperformed expectations with a total program 

cumulative loss of 1.2 basis points.

What are your thoughts on the current US 
residential mortgage market?
Sales are gaining momentum, and low 
mortgage rates amidst a strong labor 

market should support continued 
improvement. 
Home-price growth is currently trending 
around 3 percent but is expected to slow 

next year. Our first-time home-buyer share 
is over 45 percent, the highest on record, 

largely from millennials between the ages of 26 
and 28. Peak first-time homeownership usually 

occurs among people in their early-to-
mid thirties, signaling – from a 

demographic perspective 
– firm demand for the 
purchase market into the 
next decade.
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for its CRT program

Freddie Mac partnering with the 
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ILS market to develop in Paris to rival that of London.
CCR Re’s chairman and CEO Bertrand Labilloy has 

spoken publicly on the success of the carrier’s debut 
French sidecar and has since pledged to launch 
successive onshore sidecars for 2020 and 2021 in a 
move that seeks to further qualify Paris as an ILS-
friendly jurisdiction.

Designed to write a 25 percent quota share of 
CCR Re’s global property cat book, 157 Re required 
no changes to existing French law or any regulatory 
modifications and instead utilized an existing French 
financial market structure of a mutual securitization 
fund known as fonds commun de titrisation (FCT).

The sidecar is fully Solvency II compliant with 

Nothing unites the British like their entrenched 
dislike of the French. Over nearly a millennia of less 

than cordial co-existence from the Battle of Hastings to 
the Brexit referendum.

But now, the battleground is not Agincourt nor 
Waterloo, but the alternative risk transfer markets. The 
weapon of choice, ILS.

In March 2019, CCR Re, the open market reinsurance 
arm of French state-owned carrier Caisse Centrale 
de Réassurance, unveiled 157 Re the first reinsurance 
sidecar domiciled in France.

The transaction was hailed as a triumph of French 
regulatory flexibility and can-do attitude. It was said 
the transaction could even pave the way for an onshore 
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Paris’ ILS ambition reignites 
1,000 years of cross-
channel rivalry
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scale, the FCT method does beat London in one key 
aspect, regulatory speed.”

Sources canvassed by The Insurer unanimously felt 
that the London ILS framework remains too slow and 
too expensive compared to more established markets 
with the regulation in place “disproportionate” to the 
risks of the vehicles and the “well-educated” (and 
highly regulated) parties involved.

However, London has come a long way in short space 
of time. In the 18 months since the UK ILS framework 
came into force, London has not been standing still, 
with six sidecar applications approved and close to 
$1bn of aggregate limit transferred. The UK’s financial 
watchdog has now approved all varieties of transfer 
including two cat bonds, a sidecar and a full serviced 
private bond.

A senior London broking source said that while the 
move’s made in Paris are “impressive” it does not pose 
a long-term threat to London’s burgeoning ILS market. 
“There is nowhere else in the world that has the (re)
insurance talent and expertise found in the London 
Market alongside a globally recognised financial. 
London is and can remain competitive.”

While Paris may not have the sector pedigree of 
London, it is clear that 157 Re signifies an important 
step in the ILS market’s evolution. The debut French 
sidecar has successfully focused minds on the pros 
and cons of London’s ILS framework while potentially 
offering clients greater choice in an increasingly 
uncertain macroeconomic environment.

The potential political motivations behind the 
transaction have also not been missed by ILS brokers 
in London. Speaking to The Insurer in March, Labilloy 
said CCR’s decision to launch its onshore French 
reinsurance securitisation was partly motivated by 
Paris’ determination to benefit from any Brexit fall-out 
affecting the City of London.

Once again, the cities of Paris and London find 
themselves at loggerheads. Plus ça change, plus c’est la 
même chose…

regulatory approval said to take less than three months 
from consultation to launch.

While special purpose vehicles (SPV) in London and 
Dublin already benefit from Solvency equivalence, 
sources canvassed by The Insurer said that the 
uncertainty surrounding London’s regulatory future 
ahead of the UK’s exit from the European Union will 
make the French transaction of particular interest to 
European sponsors.

The dominance of Bermuda – with over 60 percent of 
the global ILS market – has meant that US markets in 
particular will not turn to Europe but fresh uncertainty 
over London’s political and economic relationship 
with the EU means Paris could be a viable market that 
bridges the gap within the EU and eurozone markets.

However, concerns have been raised that FCT 
securitisation is not a licensed insurance vehicle, with 
sources arguing that there remains a lack of clarity 
as to the regulatory protection for both cedents and 
investors offered by the structure developed and 
approved in Paris.

The French securitisation vehicle does not have the 
board, shareholders or regulatory framework found 
in typical insurance securitisations. One London ILS 
source questioned whether sponsors and buyers 
outside of Paris would find the vehicle attractive:

“If cedents and investors are unsure as to the 
structure and protection offered in Paris then this will 
greatly reduce what these vehicles can be used for.”

Sources also questioned how scalable the structure 
would be for the ILS market more broadly.

While impressive as a debut sidecar, 157 Re 
represents a relatively small transaction with compared 
to the titan $250mn catastrophe bond launched by 
CCR’s fellow gallic reinsurer Scor using the UK ILS 
regime in June.

However, those close to the CCR deal told The Insurer 
that the same mechanism could be easily replicated 
for similar transactions and could even be extended to 
allow complex, potentially long-tail ILS securitisations, 
to be placed in France.

Proponents of the French system argue that utilizing 
the existing fund structure benefits from being able 
to bypass much of the bureaucracy associated with 
the launch of a SPV in the more established ILS 
jurisdictions of Bermuda, Ireland and the Cayman 
Islands.

It’s also highly tax efficient with the French 
government choosing to wave the tax liability of the 
transfer. Sources close to the deal described this move 
in particular as “very positive” and a clear sign that 
Paris is seeking to ensure any transaction is not only 
financially viable but highly competitive.

“There can be no doubt that London is looking at 
this,” one source said. “While it remains relatively 
unproven, particularly with transactions of greater 
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As Lloyd’s awaits the next stage of its 
transformation, which already promises 

encouraging headway in improving efficiency, exclusive 
analysis from The Insurer has revealed that the true 
drag on Lloyd’s combined ratio is the consistently high 
cost of brokerage at the 331-year-old marketplace.

Led by CEO John Neal and performance management 
director, Jon Hancock, Lloyd’s of London has revealed 
a spate of changes or desired reforms over the last 
year that are designed to bring the market back to the 
forefront of the global insurance sector in terms of 
price and efficiency, commensurate with its status as 
the world’s hub for specialty (re)insurance expertise.

But while underwriting results have deteriorated 

in recent years – and, in particular Lloyd’s non-cat 
attritional loss ratio – arguably it is the market’s rising 
acquisition costs which is the greater drag on recent 
performance. 

Research by The Insurer published today shows 
that in 2004 – the year the former New York Attorney-
General Eliot Spitzer sent shockwaves through the 
industry by challenging the global brokers on their 
revenue models – Lloyd’s acquisition ratio was 22.7 
percent. By 2018, it has creeped up to 30.4 percent – 
an increase of 34 percent over the period. In contrast, 
Lloyd’s non-brokerage administrative expenses 
increased by a much smaller extent, 7.1 percent to 8.9 
percent (see chart above). 

The lack of major cat losses between 2012-2016 
masked the impact of this cost inflation until the losses 
of 2017-18 (£2bn and £1bn respectively) led to the 
arrival of new CEO John Neal and a determination to 
overhaul the market’s processes and structures. 

Prior to his arrival, last year Lloyd’s unveiled a major 
crackdown on underwriting standards with Hancock 
launching the ‘Decile 10’ review, dissecting the worst 
performing 10 percent of premium of each syndicate, 
followed by a risk-based oversight of syndicates as part 
of the Lloyd’s performance review initiative.

Hancock’s crackdown on poorly performing lines 
of business was followed 
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more recently by Neal’s Future at Lloyd’s prospectus, a 
six-pillar strategy to catapult the market into the 21st 
century, after hundreds of years of paper-based trading 
and operational inefficiencies that have battered the 
market’s expense ratio.

Neal’s initiatives revolve around new, standardised 
digital platforms: one to place vanilla, commodity-
style risks quickly and cheaply; another to deal with 
the complex risks for which Lloyd’s is famous; one to 
handle claims; and another to give capital providers 
easier access to the risks they want to invest in.

The remaining two initiatives – the ‘syndicate in a 
box’ and an ‘ecosystem of services’ were both designed 
to boost innovation, giving syndicates the tools to 
develop new products and ultimately 
bring more business into Lloyd’s.

The Corporation has also welcomed 
its third cohort of 11 insurtech 
protégés that will join the Lloyd’s 
Lab scheme from 2 September to 11 
November. The tech start-ups will 
focus on a number of initiatives, 
including finding ways to enhance 
data sharing; providing new sources 
of risk insight; and working on pricing 
and risk models.

The aim is to help Lloyd’s businesses 
better understand threat scenarios and reduce the 
cost/time burden to process claims, compliance and 
regulation requirements.

In August, the market also unveiled impressive 
electronic placement figures, with all syndicates bar 
Navigators Syndicate 1221 smashing the 50 percent 
e-placement target. More than half of the 67 Lloyd’s 
carriers analysed have already smashed the Q3 
e-placement target of 60 percent.

However, despite Lloyd’s far-reaching and ambitious 
digital turnaround strategy, no improvement in the 

market’s operating mechanisms – even those that 
will be felt by early 2020, by Neal’s own admission – 
look capable of offsetting the broker fees that have 
risen steadily for the past 15 years unless the process 
reforms can reverse this trend. 

The Insurer’s analysis begins in 2004, a pivotal year 
for the industry for it is when Spitzer began his assault 
on the global brokers. 

It proved to be a temporary blip and – since then 
– the industry alphabet intermediaries became 
increasingly more powerful through acquisition 
and organic growth and are able to leverage this 
negotiating strength during the persistent soft market. 

Their initiatives were supported by the rise of broker 
facilities – not least Aon’s infamous 
Berkshire Hathaway Lloyd’s sidecar 
in 2013 – which enabled them to 
raise their commissions and fees by 
effectively charging over-riders. 

Concerns over conflicts of interest 
at the top of the market’s largest 
intermediaries were rekindled in 2017 
as the FCA launched its probe into 
competition among wholesale brokers.

However, after a near sixteen-
month investigation into competition 
practices within the wholesale broking 

sector – involving a detailed analysis of 73 brokers 
and 49 insurers – the FCA said it found no “significant” 
levels of harm to competition and announced it would 
be taking no further action.

Clearly, the rulings and mandates have had a 
minimal effect on brokerage fees at Lloyd’s, which 
continue to swell year on year, chipping away at any 
progress the marketplace’s leadership hopes to make 
with shiny, new operating systems.

Lloyd’s is due to publish its blueprint for reforms on 
30 September.
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In this Q&A, Travis MacMillian, chief business officer, 
focuses on the role of Xceedance as a strategic 

resource for insurance organisations.

How would you describe Xceedance to the global 
insurance industry?
Xceedance is a strategic consulting, managed services, 
and technology partner to the insurance industry. The 
company is essentially set up as an insurance company, 
but one that does not take risk or expose capital. We 
provide strategic operational support (SOS) for 
front, middle, and back office operations across 
every area of an insurance company, MGA, MGU, 
broker and reinsurer.

 
What do the Xceedance core competencies of 
“strategic operations support” and “adaptive 
target operating models” mean for (re)insurers?
As a global consultancy and insurtech enabler, 
Xceedance drives strategic operations support 
(SOS) in alignment with our diverse clients. 
In addition, we leverage our adaptive target 
operating models – which allows clients to drive 
best-in-class processes to realise their strategic 
vision. From capacity management and top-line 
growth, to expense containment and process 
optimisation, our core competencies, supported by 
benchmarks, invigorate the transformational objectives 
of insurance organisations. 

 
What is unique about the value proposition(s) 
of Xceedance for (re)insurers and do you 
incorporate MGAs in your client roster?
The unique Xceedance value proposition 
for (re)insurers includes MGAs (or program 
administrators), and brokers. Our teams 
understand the nuances of global insurance 
markets, because our experts think and act 
just like the experts at insurance provider 
firms. In fact, we support some of the top 
reinsurers and primary insurers in the 
market. From their perspective, our value 
proposition is comprehensive and includes 
exposure management, pre-underwriting, 
pricing support, data sciences, technology 

enablement, and much more. Xceedance interacts in the 
insurance business environment just like (re)insurers 
do, with the same acumen and perspective to drive 
efficiencies in support of top and bottom line profit and 
growth.

 
How does Xceedance see the rising MGA and insurtech 
trend? 
MGAs and MGUs are fast emerging in the market. They 
are leveraging technology and securing markets through 

reinsurers and fronting carriers. This allows 
MGAs to go to market quickly – especially if they 
incorporate the right technology platforms and 
partners. Another related trend is a push toward 
business backout by carriers to MGAs. By relying 
on agile MGA partners to comprehensively drive 
certain classes of business, carriers who may 
be hamstrung by legacy systems can leverage 
the efficiencies of an insurtech-driven market-
engagement model to improve expense ratios.

 
Can Xceedance help in light of such trends? 
Regardless of geography, MGAs have a common 
question for Xceedance: “Can you help us better 
utilise technology to improve our operations?” 
The answer is yes. For example, machine learning 

and natural language processing allow us to organize 
structured and unstructured data into standard and 
powerfully actionable formats in the underwriting process. 
Also, regardless of technology aptitude, both established 
and emerging MGAs have middle- and back-office 

operations to manage. A natural outgrowth of insurtech 
deployment is the right level of “insurservices,” or 
insurance-focused strategic operations support – SOS. 
Among the biggest advantages that Xceedance brings 
to the ever-changing insurance landscape is flexible 
commercial models. A reinsurer or carrier setting up in 
a new territory, or a start-up MGA, may be handcuffed 
with capitalisation. So, we’ll amend traditional fixed-
cost models to variable cost structures. By changing 

the dynamic of how capital can be leveraged in a 
variable cost model, (re)insurers and MGAs can have 

better, quicker runways to operational efficiency 
and growth. That’s the essence of SOS from 

Xceedance.

Xceedance enables growth for 
insurance organisations
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