BADEN-BADEN REPORTER 

DAY 2: TUESDAY 23 OCTOBER 2018

Co-sponsor

Earnings volatility on cedants’ agenda

T

he continued supply of capacity
from third party investors,
combined with a more focussed
approach to underwriting, means that
European cedants are unlikely to see
reinsurance rate increases as a result of
hurricanes Florence and Michael in the
US, according to Charles Goldie, CEO
of PartnerRe’s property and casualty
reinsurance business.
“Rates should only change when you
have learned something new about the
risk. That can happen with or without
losses. If you’re running a quality risk
assumption business you shouldn’t be
overreacting to one year of loss – or one
loss free year, for that matter,” Goldie says.
“Generations of underwriters were
raised on the underwriting cycle, whereby
when there was a loss they raised prices
everywhere – and lowered them when there
was no loss. But risk doesn’t work that way.
“Today, we’re getting to the point where
we have risk takers who are professionally
pricing risk. And the prices don’t
change that often without getting new
information,” Goldie explains.
“A big hurricane season in the US doesn’t
necessarily teach us anything about
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European cat. We have our own view on
European cat pricing and we’ve had that
same view for years. It didn’t change our
quotes a year ago and I have no expectation
it will change them for the 2019 year.”
Goldie says that third party or
alternative capital is here to stay, and
will continue to help straighten out the
underwriting cycle. “The ILS capital has
smoothed out supply and it provides ‘just
in time’ capital,” he says. “The ILS space
is a [still] a mix of real professional risk
takers and hobbyists. But they’re part of
the landscape forever now.”
Goldie believes that the motivation for
buying reinsurance is changing among

cedants, with the pendulum moving from
capital protection towards managing
earnings volatility.
“Solvency II and the rise of capital
modelling created a shift towards
buying for capital protection. Then
some earnings volatility events came
through that made shareholders
unhappy and management teams
disappeared. That’s created a shift back
into buying reinsurance protection that
also covers their earnings volatility,”
Goldie says.
“The trend picked up in 2018 and the
conversations we’re having indicate it
will be a continued shift – not giving up
the capital protection – but buying more
volatility protection.”
Goldie says that some cedants are opting
to protect individual lines of business but
others are choosing one off structures
that “sweep in” multiple lines of business
to protect against volatility rather than
purchasing say, 15 towers of coverage for
15 classes of business.
Commenting on PartnerRe’s own
renewal approach and areas targeted
for growth, Goldie says the BermudaContinued on page 3
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Great things
happen together

Increasingly natural disasters like flash and river floods are putting an uncertain global economy under
even more stress. At times like these, it’s more important than ever to work with a strong and experienced
partner who really knows the market and the challenges ahead. At Swiss Re, we work together with you,
leveraging tech, data and our extensive natural catastrophe expertise to help your business succeed and
make you and the world more resilient. From flood solutions for an underinsured market, to business
continuity parametric solutions, to a better understanding of customers through behavioural economics,
we can help you protect and grow your business. Because great things happen together.
We’re smarter together.
Come and join us at Baden-Baden, 21–25 October.
swissre.com/badenbaden2018

Follow us on

Flood insurance: new models have become a game changer
Fifty years ago, Swiss Re published the first issue of its
flagship report sigma. The publication has since become a
must-read source of information on natural catastrophe risk
for the insurance industry. The initial idea behind sigma was
borne in the wake of the 1965 Hurricane Betsy, which
caused extensive flooding across the state of Florida and
the US Gulf Coast. The resulting damage exceeded
USD 1 billion – at the time an unprecedented loss from a
single storm event. The insurance industry was caught off
guard. This motivated Swiss Re to address, in the company’s
own words, “the lack of useful statistical data” which made
it “either very difficult or altogether impossible to provide
insurance for the power of nature risks”.

The risk from flooding Keeps on rising
The insurance industry has come a long way since the
first sigma in 1968. But the threat from flooding remains
formidable. Floods continue to affect more people
worldwide than any other type of natural disaster. An
average half a billion people are impacted by river flooding,
storm surge or flash floods every year. With USD 50 billion
in annual global losses, the economic damage caused by
floods is staggering. These costs are set to rise even further,
as more people and businesses move to densely populated
urban areas. Some of the world’s major economic centres
face the greatest risk of flooding, particularly in the US,
China and India. In Europe, the metropolitan regions of
Amsterdam-Rotterdam, Paris, London, Milan and Hamburg
are among those most exposed to coastal or river flood risk.
What is worrying is that less than a third of global flood
losses are insured. In many countries, insurance rates are
substantially lower. In the United States, for example, just
1 in 10 households are insured against flood. It’s a similar
picture in Italy, where less than 10% of the population has
flood insurance. Such low insurance rates leave many local
communities faced with a serious protection gap. For those
without insurance, damage from flooding can have
catastrophic consequences. High premiums, an overreliance
on state relief and inadequate risk awareness may all be
reasons for the general reluctance to buy insurance.

Advances in flood modelling offer more options
for insurance
The good news, however, is that flood insurance is
becoming more widely available and affordable. While for
a long time flood risk was deemed uninsurable, recent
breakthroughs in flood modelling have become a game
changer. Satellites, digital elevation models and historical
flood data help us to better understand the risk. Flood
models have now reached a level of sophistication that gives
us the confidence to price flood risk adequately. Swiss Re’s
own global flood and storm surge model is part of our
CatNet® platform, so that all relevant information to assess
flood risk exposure is only a click away.

Flood resilience means a combination of
insurance and preventive measures
Insuring those currently uninsured is a key step towards
making communities more resilient to flood risk. It enables
property owners to rebuild their homes quickly as soon as
the waters recede and gives businesses the means to get
their trade up and running again following a disaster. But
true resilience requires a broader approach to flood risk
management that focuses on saving lives and preventing
damage in the first place. Such an approach seamlessly
combines risk assessment, prevention, response and
recovery in a cost effective way.
The Economics of Climate Adaptation (ECA) methodogy
was designed with this in mind. Developed by a research
consortium including Swiss Re, the approach gives practical
guidance on the type of flood protection measures that offer
the best return on investment. As many ECA studies show,
local planning and engineering measures help to mitigate
and prevent a significant part of the flood risk in most

locations. After implementing preventive measures and risk
controls, financial instruments such as insurance effectively
address the remaining risk. With our modelling capabilities
and ECA methods, Swiss Re has been helping clients design
a flood insurance programme that supports reconstruction
while being affordable for all.

The time to act is now, the way to do it is together
Much is already at stake. Climate change and sea level rise
could make things even worse. An estimated 650 million
people will be living below sea level or in areas affected by
regular flooding by the end of this century. If we do not take
action to prevent damage from the increasingly common and
heavy floods and storms we expect to see in the future, the
protection gap is likely to widen even further.
To tackle this challenge, the insurance industry should work
more closely together with governments, the financial
sector, local planners and civil protection experts. Because
only together can we address the specific needs of various

sections of the economy and society and deliver bespoke,
need-specific, and affordable insurance products. One such
collaboration is Flood Re, a consortium comprising the UK
government and several insurers and reinsurers. Flood Re
provides affordable cover for floods to over 170 000 UK
homeowners and is a good example of how the public and
private sectors can effectively join forces to close the flood
protection gap.
With floods affecting populations practically everywhere,
there are plenty of opportunities – and great demand – for
similar solutions in many more markets around the world.
Clearly, insurance cannot prevent floods. But it can help
residents and businesses recover from the havoc they
wreak. We have the knowledge, the data and the solutions
to offer flood protection to many more communities. What is
needed now is the collective will to do so. Together we can
make it happen.
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Swiss Re to take client perspective

S

wiss Re’s Russell
Higginbotham is making his
Baden-Baden debut as CEO
of reinsurance EMEA and regional
president EMEA. Higginbotham
succeeded Jean-Jacques Henchoz,
who recently left Swiss Re to take
the top job at Hannover Re.
Higginbotham has worked at
Swiss Re for 24 years and most
recently led Swiss Re’s global Life &
Health division, where he is credited
with maintaining the growth of
large L&H reinsurance transactions.
Now he’s set on growing Swiss
Re’s property-casualty business in
EMEA. “Growth is hard to come
by in mature markets when GDP
growth is subdued: it’s a challenge for
Swiss Re and the market as a whole,”
he told Reactions. “But there is the
potential for us to grow our market
share and I’m finding that clients
would like to have more Swiss Re on

Continued from page 1

based reinsurer is looking to work
more with the clients that it has
come to know over the years: “We
have a lot of growth potential
with our existing client base by
expanding our participation on
their programmes,” he says. “We
don’t have to do things to make the
quarterly numbers look good.”
Cyber risk first and third party
insurance will be a source of
premium growth for reinsurers,
according to Goldie. “Think
back to the development of
machinery breakdown business
in the industrial era: cyber is the
equivalent for the new economy.”
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their programmes – so we will be
looking at clients more holistically
than by line of business in the future.
In the past we have taken a line of
business perspective and I think we
now need to take more of a client
perspective. We have long term
clients with strong businesses and

we need to focus more on ‘writing
the client’,” Higginbotham said.
In the longer term, the protection
gap is a priority: “The industry
has been talking about it for a
long time but has failed to make
any impact on it: the difference
between economic loss and insured
loss is getting wider.”
But Higginbotham is optimistic
that the combination of increased
capacity and advances in
technology and data will enable
Swiss Re to help revolutionise the
insurance proposition and make
buying insurance more attractive.
“For consumers and businesses
insurance will become less of a
cash transaction. Policyholders
want advice and input on
mitigating risk of BI or with cyber,
data breach for example. There’s
huge potential for insurers to add
value before a claim happens.” l

But he says that PartnerRe
remains cautious: “Our formula
for developing a new risk is to put
a box around it. We want to be
paid well for taking the risk and
we only want to lose X, in terms of
the limits. As we learn more, the
process will change and the size
of the box will also change. We’ll
help our clients develop new cyber
products or incorporate it into
their existing products.”
Commenting on the merger and
acquisition activity taking place
in the market, Goldie foresees
continued consolidation, largely
driven by buyers’ preferences.
“In reinsurance, M&A will

ultimately go where the buyers want
it to go. If the market consolidates
into a bunch of worldwide
composite insurer/reinsurers and
the buyers don’t like that and want
a pure reinsurer, then that [type of]
reinsurer is going to thrive. That
will lead to businesses divesting to
become reinsurance only.
“In the reinsurance space we’re
going to see consolidation to
between five and 10 truly global
reinsurance players and there
will be another group of regional,
specialty players. But it will be
really hard to operate, and to
succeed, as the 15th largest global
reinsurer, for example,” he says. l
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AON SECURITIES

The future is green for ILS
Insurance-linked securities have proved their reliability in property cat business. But social impact transactions
such as the recent World Bank catastrophe bond are starting to attract the attention of ‘green funds’,
according to Paul Schultz, CEO of Aon Securities.
After the heavy cat losses of
last year doubts were being
expressed over the continuing
commitment of ILS investors.
Did ILS pass the test?
The ILS model worked as
advertised – it even exceeded
expectations. The investment
managers and the ultimate capital
providers were kept up to date
on unfolding loss development
throughout hurricanes Harvey,
Irma, and Maria, and at the point
when claims had to be paid, it
was a very orderly process. It
gave clients and capital providers
the confidence to trade forward.
Capital providers were happy to
reload and even increase their
allocations. So if anything, the
ILS market came out of 2017 in
a stronger position than when it
went into it.

Will alternative capital continue
to increase in 2018?
The first quarter of 2018 was
marked by record issuance
volumes, new entrants to the
market, and good support from
investors. The first quarter total
of $3.58bn of catastrophe bonds
placed represented the highest ever
first quarter issuance tally, and far
exceeded the 2016 and 2017 first
quarter issuance volumes, which
were each around $2.2bn.
The second quarter was also
strong, and this trend has continued
into the third quarter, so 2018 is
shaping up to be a very positive
year. At Aon we’re seeing good
client support in terms of ceding
to the ILS market, and healthy
investment support in terms of
investors subscribing to the deals.

It is possible that investors will
look to push further into noncat reinsurance business?
The market is going to stay
4 | www.reactionsnet.com	

grounded in property because
short duration risk supported by
third party models is the most
attractive class. But there are
“adjacencies” to that: the Federal
Emergency Management Agency
(FEMA) recently completed a
transaction for the National Flood
Insurance Program (NFIP) in
the US, for example. That kind of
transaction will add to ILS growth.
Eventually, I expect to see cyber
and terrorism risk perils being
brought to market and tested on a
standalone basis. This will require a
different model approach, but there
is a basis for analysing the threat
in both cases. That’s the key to
securitising these risks effectively.

Do you see scope for third party
capital investors linking up with
primary market carriers?
The easiest entry point has been
reinsurance because it represents
larger transactions and bulkier
premium. But some ILS managers
are getting closer to the original
risk by developing relationships
with distribution channels such as
MGAs. It is a natural progression
that will happen over time.
The industry is moving towards a
much more converged model than
has ever been seen in the past.
ILS managers are creating rated
affiliates, and rated underwriters
are creating off-balance sheet third
party capital vehicles.
A client-based solution model
is evolving that sources the most
efficient capital, irrespective of
its form. It’s not easy to achieve,
but this model will create big
opportunities for those in the
value chain who get it right.
There’s going to be ample capital
in the market, and those
who can provide
the greatest value
will succeed.

Aon Securities recently
structured a record-breaking
earthquake cat bond for
the World Bank: why is it
significant?
There was significance in the
fact that four nations united
for a single issuance, and also
in the size of the transaction.
The bond offered $1.36bn of
capital markets protection to the
Pacific Alliance countries (Chile,
Colombia, Mexico and Peru), and
so immediately became the largest
earthquake catastrophe bond
ever, as well as the largest ILS
sovereign risk transfer, and the
second largest catastrophe bond
in history.
Importantly, the World Bank
invested the proceeds of the bond
into sustainable programmes
within the Pacific Alliance. So
beyond the immediate financial
protection the bond had a big
social and economic impact in the
region that was effectively funded
by the ILS market.
In this way, it has been a
particularly rewarding experience
for us because usually we focus
only on the financial aspect
of transactions; here we have
connected catastrophe bonds with
genuine social benefit.

Has the World Bank
transaction increased investor
interest in ILS?
Yes, transactions such as this one,
which have a demonstrable level
of social impact, are beginning
to attract the attention of “green
funds”. Such funds invest only in
asset classes linked to sustainable or
socially conscious endeavours. This
opens the door to more capital and
investment in the ILS space, and
will help us to increase the growth
and momentum that we
have already achieved. l
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Munich Re
widens its
cyber risk
channels

M

unich Re is preparing to push
deeper into the cyber insurance
market, with a particular
emphasis on small to medium sized
businesses. Speaking at the reinsurer’s press
call on Monday morning, Doris Höpke,
who recently took over responsibility for
the reinsurer’s Europe and Latin America
division, said that increasing digitalisation
and interconnectivity is changing the risk
landscape for companies. “This calls for
flexible solutions that offer much more
than just insurance cover,” she said. “Small
and medium sized enterprises and primary
insurers in particular require support.”
SMEs already make up 90% of Munich
Re’s nearly $400m (GWP) cyber portfolio
and its offering includes services
related to technical analysis, prevention
measures, security and data recovery.
Demand for cover and services is growing
exponentially, Höpke said, and the market
volume for cyber insurance will grow to
$8-9bn by 2020.
“Smaller businesses bear a
disproportionate cost when a cyber loss
happens -it can be life threatening,” she
said. “Also, for our own risk management
reasons, we think smaller companies
with lower limits is a good way to start
developing a book of business.”
Höpke makes no bones about writing
cyber insurance directly and also through
reinsurance channels. “We offer support
and advice, significant capacity and
accumulation management to primary
insurer clients – it’s a white label offering
because not every insurer can do it
alone,” she said.
Munich Re is careful to be transparent
about how it allocates capacity to
insurance or reinsurance channels,
she stresses: “We do not optimise our
position on specific risks by re-allocating
capacity – so every channel has its
assigned capacity and it’s not at the

DORIS HÖPKE
MUNICH RE

expense of any customer who buys
through the other channel.”
Höpke said in her presentation that
cyber risk now constitutes one of the
greatest economic threats – on a par
with natural catastrophes – and yet the
protection gap is massive, with only 0.5%
of cyber exposure actually insured. “It’s
not a perception problem – everybody
talks about it,” she said. “It’s an execution
gap and we the industry have to address it.
“There are challenges around historical
data and we must do the research. The
biggest risk the industry faces is not being
able to come up with a solution.”
Accumulation is a big worry, Höpke
acknowledges, because cyber risk has
the potential to be systemic; viruses and
malware, IT service outages and outages
of external networks are the biggest
sources of accumulation.
Silent cyber risk aggravates the
situation: “But cyber exposure can’t be
avoided by not writing it: it exists in other
coverages and reducing silent cyber risk is
crucial,” she said.
The way forward is to achieve
transparency of the inherent exposure
and turn silent coverage into (at least)
non-silent or, better still, affirmative
coverage, Munich Re believes.
Commenting on the outlook for the
forthcoming reinsurance renewals, Höpke

said that the trend downward for rates
over the last couple of years has come to
an end due to the accumulation of large
losses last year.
“It didn’t directly trigger a shortage
of capacity and put pressure on rates,
however. What we have witnessed is a
stronger view on adequate profitability –
in ROE or by other measures. Now there’s
more underwriting discipline evident in
the market – the actions taken at Lloyd’s
by the performance directorate is one
example – and we expect it will continue.
“In our portfolio there will be a wide
range of renewal outcomes – you have to
consider a client’s strategic outlook as well
as loss experience – but there are many
reasons to bring rates up a little despite
the abundance of capacity,” Höpke said.
“It would take a very strong argument to
take rates down now: when exposure goes
up prices need to go up as well.”
Addressing consolidation in the
market, Höpke said that acquisitions
or mergers will mostly involve smaller
reinsurance players. “For us, we see a
flight to quality, with larger reinsurance
panels being cut to a smaller number
of reinsurers. We benefit from that. The
M&A market will remain active, but
prices are high and that could limit the
number of transactions that actually take
place in the future.” l
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M&A won’t cut industry capital levels

T

he tenor of renewal discussions
between insurers, brokers and
reinsurers in Baden-Baden this year
will vary from case to case, according to
London-based David Flandro, global head
of Analytics at reinsurance intermediary
JLT Re. “Unlike last year, there is no overarching theme of a record cat loss year,
or trapped capital influencing renewals
this time around,” he told Reactions.
“Local European markets all have unique
reinsurance underwriting drivers and
European pricing will be dictated by local
European conditions, barring any major
shock loss between now and January 1
2019.”
The global reinsurance market has
€300bn of dedicated capital and about
€240bn of gross premium, Flandro points
out. “With so much supply, and when you
have an 80% premiums to surplus ratio,
unless it’s a major cat loss year, global
reinsurance market trends by themselves
will not drive pricing in Europe.”
After a number of serious European
windstorms, cedants have sought
broader coverage, however, including
more aggregate cover, more multi-year
deals and better terms and conditions,
Flandro says: “They started to achieve
this generally in 2013 and 2014. After
a relatively average loss year like 2018,
most will press again for favourable
developments.”

DAVID FLANDRO
JLT RE

Property cat rates have little reason to
increase generally, given excess supply,
but different factors are putting upward
pressure on rates in other lines, Flandro
reckons. Inflationary trends are driving
up certain areas of commercial motor
business; global energy and commodities
trends are pressuring individual specialty
lines, and; more favourable growth
trends are lifting GL rates in certain
areas, particularly for global writers
based in Europe.
Flandro says that it’s not yet clear how
consolidation in the reinsurance and
insurance sector will change the market
dynamic – but it’s unlikely to reduce
capital levels.
“Ten years ago, we had 20 quoted
Bermuda reinsurers, eight quoted
Lloyd’s vehicles and over 100 syndicates.

There were several large independent
reinsurance carriers and there was little
third party capital at play.
“We are now approaching $90bn in
third party capital, a handful of quoted
Bermudians and a smaller number of
Lloyd’s players. But the levels of capital
have not decreased with that consolidation
– they have increased,” Flandro explains.
Although it was once thought that
consolidation would lower the amount
of capital in the sector and lead to rising
prices, the reality is that consolidation is
being driven by broader trends to do with
reinsurance demand and how it’s provided.
“For the near term there will be
continuing excess capital not hindered by
consolidation and fewer but more diverse
counterparties. We now have rated
balance sheets, collateralised vehicles,
insurance-linked securities and new
methods of intermediation,” Flandro says.
“So cedants stand to benefit from this
panoply of risk transfer options, greater
capacity and the lowest property cat rates
on an adjusted basis since 1999/2000.”
That’s no reason to be complacent,
however, Flandro warns: “It’s worth
remembering that macro-economic
trends, particularly higher inflation,
interest rates and geo-political problems
could impair capital – especially in regard
to reserving, and this could become a
larger driver than many expect.” l

Lloyd’s syndicate owners review operations

A

nnouncements over the future of two
Lloyd’s syndicates made on the eve
of Baden-Baden have underlined
the pressure being placed on underwriters
by the market’s performance directorate.
Liberty Mutual Insurance revealed that
it is undertaking a strategic review of its
Pembroke Managing Agency, acquired
through the lronshore purchase in May of
2017. The company has retained Evercore
to serve as its adviser through the process.
London based Pembroke underwrites a
portfolio of specialty insurance products
through Lloyd’s Syndicate 4000 and
company paper, including property,

liability, political risks, marine and
energy, accident and health, agriculture,
and select specialist lines.
Pembroke is also a specialist provider of
Lloyd’s managing agency services to third
party capital supported syndicates.
Meanwhile, Charles Taylor Managing
Agency has decided to place Syndicate
1884, which is managed by the business,
into run-off. The managing agency
believes there will be increased demand
for live and run-off syndicate management
capabilities in the Lloyd’s market, which
it is well-placed to meet. Syndicate 1884’s
principal capital provider, The Standard

Club, has decided to withdraw from the
Lloyd’s market for the 2019 underwriting
year. The syndicate will write live business
for the remainder of 2018 and will enter
run-off on January 1 2019. Charles Taylor
Managing Agency intends to manage the
run-off of Syndicate 1884.
Jon Hancock, performance management
director, at Lloyd’s said: “Lloyd’s is pleased
to continue to work with and support
Charles Taylor Managing Agency. We are
confident that Syndicate 1884 will be runoff in an orderly and professional manner
and that policyholders’ interests will be
protected.” l
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The return of embedded reinsurers

M

ergers and acquisitions and the
resurgence of insurer owned
reinsurance units is a big talking
point at Baden-Baden this year, according
to Alkis Tsimaratos, head of EMEA W/S
at Willis Re.
“Insurer groups commonly used to
own reinsurers in the past but we’ve
seen 15 years of deconsolidation because
reinsurance was too volatile an asset in
an insurance sector looking for stable
results,” Tsimaratos notes. “What’s
changed is that now the insurance
industry needs to find return by taking
more risk.”
It is a logical step because the insurance
industry itself has consolidated, producing
bigger balance sheets and acquiring
reinsurers represents a relatively small
cost to their balance sheet. It also gives
the acquired reinsurer a competitive edge,
Tsimaratos reckons. “As part of AXA,
XL Re/XL Catlin now has a low capital
cost and it means that it can deploy
reinsurance at a lower cost and be more
competitive than it used to be,” he says.

“…Now the insurance
industry needs to find
return by taking more risk.”
ALKIS TSIMARATOS
WILLIS RE

The reinsurance ecosystem does need
reinsurers that are part of very large
insurance groups, Tsimaratos believes,
because of their influence on pricing.
“One of the benefits they have is they

don’t have to produce [quarterly] results
and they can beat the market by not
having to follow it – so long as their
[underwriting] results stand up,” he says.
“It’s a normal trend as evidenced by the
steady growth of companies like Allianz
Re, Unipol Re, VIG Re and R+V Re. It
will be interesting to see what happens
next with Covea and Scor.”
Commenting on the Marsh acquisition
of JLT, Tsimaratos says consolidation in
the upper echelons is not good for the
market. “We need competition and JLT
was the fourth biggest and a respectable
competitor. On the plus side, clients still
have the offering of three major brokers
and a number of niche brokers. They’re
important and JLT disappearing will help
them to grow a little.”
Tsimaratos says the renewal quotes
released so far show that “flat” is the new
ceiling, except on unexpected loss making
programmes. “But we see prices going
down as much as 10% when there is a big
increase in the sum insured. But minus
5% will be more normal,” he said. l

Swiss Re tackles ACEE protection gap

I

n sharp contrast to the mature markets
of Western Europe, Eastern and
central European countries have strong
insurance growth potential, according
Swiss Re’s Christian Kreutzer, head of
market underwriting for Austria, Central
& Eastern Europe (ACEE).
“Economies in the region have
recovered since the financial crisis but
insurance penetration on private lines
and specifically in relation to nat cats
is still low,” Kreutzer told Reactions in
Baden-Baden. “There’s room to grow the
original markets by increasing insurance
penetration.”
However, Kreutzer believes that
traditional insurance concepts could
have reached their limits in many CEE
markets: “So we need to think about how
we can insure private households more
efficiently against natural catastrophes, for
example,” he said.
One response being trialled by Swiss Re
10 | www.reactionsnet.com	

is index linked or parametric products
linked to nat cats. By using simple
triggers it’s possible to create an attractive
way of compensating the client and at the
same time limit the insurance premium
that needs to be spent, Kreutzer says.
Kreutzer says Swiss Re is working on
a product that’s related to earthquakes,
where a parametric trigger can be devised
that relates to seismic intensity. Former
Yugoslavia and also Romania are both
potential markets for such an affordable
index-based cover. There is little claims
handling expense, which is reflected in
their cost structures, Kreutzer explains.
Currently in ACEE, motor is still the
dominant line of business, both in the
original market and on the reinsurance
side. Sixty per cent of premium is related
to motor in most regions making motor
reinsurance an important purchase.
In the last 10 years severe bodily
injury claims have increased massively

in terms of frequency and severity.
The trend is partly because Eastern
Europe has become a hub for logistics
companies, with trucks operating across
Europe and in countries that have high
compensation levels.
Also, on the personal motor side,
Eastern Europeans increasingly take their
holidays by car in western European
countries, and more eastern European
people also work in the western EU.
“It means that primary insurance on
trucks has to rise. A truck in Romania
for example might cost €300 to insure,
compared with €3000 in Germany;
original rates have to reflect the exposure.
It’s happening on the insurance side and
has to follow on the reinsurance side,”
Kreutzer said.
Kreutzer replaced Andrea Fuchs, who
retired in July 2017 after spending more
than 32 years with Swiss Re, in the
ACEE role. l
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Hannover Re reaches $1.5bn ILS
issuance in 2018

H

annover Re has completed its fifth
catastrophe bond transaction for
clients this year, raising the total
issuance volume to $1.5bn in 2018. The
reinsurer’s latest transaction was a $125m
cat bond covering San Diego-based energy
infrastructure company Sempra Energy
against third-party liability from wildfires.
The company’s biggest transaction this
year was a $500m cat bond providing
protection for the US Federal Emergency
Management Agency (FEMA) for floods
that result directly or indirectly from a
named storm. The transaction marked the
first time FEMA transferred risks through
a cat bond to investors.
Hannover Re also completed three
further transactions for existing clients. It
helped cover Texas Windstorm Insurance
Association against named storms and

severe thunderstorms through a $400m cat
bond and American Integrity Insurance
Company of Florida, Inc. against named
storms and severe thunderstorms
through a $79m cat bond. In addition, it
transformed $400m of earthquake risk for
Oak Tree Assurance, Ltd.
GC Securities was the sole structurer
and sole bookrunner for all transactions
with the exception of the FEMA cat bond.
In that case GC Securities was the sole
structurer and acted as joint bookrunner
together with Aon Securities.
“With this year’s issuances, we have been
able to maintain existing partnerships
and attract new clients,” said Jürgen
Gräber, Hannover Re’s executive board
member responsible for coordination of
P&C reinsurance and ILS. “Through our
activities in the insurance-linked securities

market, we are able to generate margins
that are both low-risk and attractive.”
By the end of this year, Hannover Re
expects the market for insurance-linked
securities (ILS) to reach a total volume of
close to $100bn. As much as two thirds of
that amount will come from collateralised
reinsurance, which consists of private
contracts between cedants and investors
that are backed by collateral held in trust.
“Collateralised reinsurance will continue
to grow strongly,” said Henning Ludolphs,
managing director retrocession and
capital markets at Hannover Re. “For
investor and cedants, collateralised
reinsurance is attractive because of
its broader range of risks and simpler
structure. Collateralised reinsurance has
become a success story in itself and we
remain strongly committed to it.” l
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IN BRIEF

Munich Re sells Beaufort
Underwriting to
Cincinnati Financial
Cincinnati Financial Corporation is to
acquire MSP Underwriting, the Lloyd’s
based specialty underwriter, from
Munich Re in an all-cash transaction
worth £102m.
The transaction has been approved
by Cincinnati’s board of directors and is
expected to close in the first quarter of
2019, pending regulatory approvals. As
a wholly owned subsidiary of Cincinnati
Financial, MSP Underwriting will
continue to operate under its own brand
and with its existing leadership team,
Cincinnati said.
Based in London, MSP Underwriting
operates through Beaufort Underwriting
Agency Limited, which underwrites for
Lloyd’s Syndicate 318. The Syndicate
wrote approximately £153 million in
2017 annual gross written premiums.
“Adding MSP Underwriting to the
Cincinnati family brings experienced
underwriters who we believe will open
opportunities for us to support our agents
in new geographies and lines of business.
And, it complements our existing large
commercial account, excess and surplus
lines, high net worth personal lines and
reinsurance assumed growth initiatives,”
said CEO Steven J. Johnston.
A property and aviation underwriter,
MSP Underwriting will expand into new
classes of business, Cincinnati said.

Swiss Re CorSo launches
haze event insurance
An innovative insurance coverage that
protects businesses from a potential loss
of income and reduced trade as a result
of a haze event impacting Singapore, has
been launched by Swiss Re Corporate
Solutions.
Called HazeShield, the parametricbased insurance solution uses
Singapore’s National Environmental
Agency (NEA) data to trigger the preagreed claims payout.
Numerous severe haze outbreaks have
struck Southeast Asia over the past two
decades, largely due to the burning of
12 | www.reactionsnet.com	

peat forests in the region. Meteorological
factors and regional weather patterns can
worsen the effects of the haze phenomena.
Haze-related losses can be significant,
Swiss Re CorSo says. Total economic
losses from just two haze-related events –
in 1997 to 1998 and 2015 – amounted to
around $1.3bn. Nearly $900m stemmed
from the 2015 event which mostly hit
the transportation, tourism, health and
education sectors.

“Up until now,
conventional property
insurance did not cover the
financial losses resulting
from a haze event.”
DIDIER BÉLOT
SWISS RE CORSO

the fear that exists during times when
they are inherently more at risk,
Hannover Re says in its release.
“The collaboration with Life By Spot
was a natural fit for our Partnership
Solutions group,” said Tony Laudato,
vice president of Partnership Solutions,
Hannover Re US. “We pride ourselves
on selecting partners that have a strong,
clear plan for the future of the insurance
industry and that support our core tenets
of agile underwriting, improved risk
selection and an overall better consumer
experience.”
Life By Spot plans for a national rollout
in 2019.

Ascot Group rolls out
US insurer

“The financial consequences of a
haze event can be severe, especially
when businesses need to suspend
operations or close,” said Didier Bélot,
head Southeast Asia at Swiss Re CorSo.
“Up until now, conventional property
insurance did not cover the financial
losses resulting from a haze event.”
The parametric trigger means that
pay-out amounts are pre-agreed and
matched to specific customer needs
and requirements. The trigger for payouts is based on Singapore’s National
Environment Agency (NEA) Pollutant
Standard Index (PSI) levels rather than
loss or damage to physical assets.

24h duration “spot” life
policy to launch in 2019
Hannover Re US is helping turn term
assurance on its head by backing the
launch of a short duration life insurance
policy product. The Hannover Re unit has
joined Life By Spot, a direct-to-consumer
life start-up, to create a way for adventureloving consumers to insure their lives
during the moments they need it the most
– say on a bungee jumping tour.
Through Spot’s platform, consumers
will have the ability to purchase shortduration event-based life insurance
policies, ranging from 24-hours to
30-days. The coverage enables people
to pursue their passions while alleviating

Ascot Group has announced the launch of
Ascot Insurance U.S. and the appointment
of Greg Wolyniec as its president and
CEO, based in New York City.
The new company is the result of the
acquisition of Greyhawk Insurance
Company, a Colorado domiciled
admitted carrier, and its wholly owned
subsidiary Greyhawk Specialty Insurance
Company, a Rhode Island domiciled
surplus lines carrier.
Both companies will be renamed as part
of the new Ascot Insurance U.S. brand.
Wolyniec has been with Ascot since
June 2017 as group head of strategy.
Prior to this he held a number of senior
leadership roles at AIG before being
appointed as CEO of a technology startup developing wearables-based risk
management solutions for the insurance
industry. He will report in to Jerry Tegan,
executive chairman of Ascot’s US
businesses.
Commenting on the launch and
appointment, Andrew Brooks, group
CEO, said: “Many of our clients and
brokers in the US have wanted multiple
paper options for accessing the
underwriting expertise of Ascot. This new
part of the group allows us to be closer
to our end clients and will help the wider
group with access to admitted products.
“Greg has been heavily involved in our
U.S. strategy since joining Ascot and will
be instrumental in helping us grow our
presence in the U.S. market.”
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Great things
happen together

Increasingly natural disasters like flash and river floods are putting an uncertain global economy under
even more stress. At times like these, it’s more important than ever to work with a strong and experienced
partner who really knows the market and the challenges ahead. At Swiss Re, we work together with you,
leveraging tech, data and our extensive natural catastrophe expertise to help your business succeed and
make you and the world more resilient. From flood solutions for an underinsured market, to business
continuity parametric solutions, to a better understanding of customers through behavioural economics,
we can help you protect and grow your business. Because great things happen together.
We’re smarter together.
Come and join us at Baden-Baden, 21–25 October.
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he was a terrorism and political violence
underwriter. Prior to that, he served in a
similar role at Aspen.

ACHIM BOSCH

Deutsche Re and the Association of
German Public Insurers have appointed
Achim Bosch to the executive board of
the two reinsurers, where he will be chief
underwriting officer responsible for nonlife reinsurance.
Bosch joins from General Re in
Cologne, where he was a member of the
board of executive directors. At Gen Re
he was in charge of non-life contractual
reinsurance in Germany, Austria,
Switzerland, the Netherlands and Central
and Eastern Europe since 2008. He was
also responsible for facultative business in
those markets since 2017.
Frank Schaar, CEO of the two
reinsurers, said: “I am confident that
Achim Bosch will give fresh impetus
to the development of our reinsurance
activities in our target markets and will
provide valuable services.”
Frank Schaar was himself made CEO
in February this year. He had previously
served as CUO and deputy CEO since
2010.
AXA XL has announced two senior
promotions within its excess casualty
insurance business. Vivienne Moniz and
Elaine Scully have been appointed as head
of excess casualty, Bermuda and head
of excess casualty, Dublin, respectively.
Ms Moniz was most recently head of
healthcare, Bermuda. Ms Scully was
senior underwriter, vice president in the
excess casualty team in Dublin.
Pioneer has announced the appointment
of Mark Kelsey as an underwriter in
the Pioneer political violence team.
Kelsey has nine years of experience in
the specialty political violence space and
joins from Advent Underwriting, where
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Beach has named Jonathan Tritton as
senior vice president of its newly formed
London wholesale practice. Tritton joins
in December from Marsh where he led
the initiative to secure new products
and coverage for Marsh & McLennan
Agency, Marsh’s middle market retail
network, as well as Victor Group,
Marsh’s managing general underwriter
subsidiary. He will fulfil a similar role for
Beach. Beach was purchased by Acrisure
in March of this year.
Aon’s Reinsurance Solutions says that
Bob Bisset will become UK growth
leader, overseeing Aon’s nine UK business
divisions as of January 1, 2019. He
will also be responsible for the team’s
MGA and programme, innovations &
solutions and global portfolio solutions
businesses, led respectively by Miles
Shephard, Kurt Cripps and Andrew
Matson. Peter Stubbings joined Aon from
Guy Carpenter in October to replace
Bisset as CEO of Global ReSpecialty.
Stubbings was CEO of Bermuda and CEO
of Continental Europe before that. Tom
Wakefield will become COO of Global
ReSpecialty and Mark Skilton will become
vice chairman of Global ReSpecialty.
Guy Carpenter has appointed Siobhan
O’Brien as head of the cyber centre of
excellence for international and global
specialties. Based in London, O’Brien will
work with the account teams to support
all strategy and product development for
cyber internationally. O’Brien joins Guy
Carpenter from Marsh where she was
national placement and advisory head for
financial institutions and also head of the
Marsh London financial services team.
Hiscox has promoted Andrew Dolphin
to the position of chief operating officer
(COO) for its Hiscox Re & ILS division.
Dolphin joined Hiscox in 2000 and
has moved from a technical role in the
company’s reinsurance purchase team to
leading the whole of the Hiscox Re & ILS
International teams across London, Paris
and Bermuda. Dolphin will continue to
be based in London and will report to
Mike Krefta, CEO of Hiscox Re & ILS.

RSA has made Lee Mooney its UK regions
director for its Commercial Risks Solutions
(CRS) business. Mooney previously
oversaw the company’s CRS Regions North
business. As part of his initial plan for RSA’s
CRS Regional business, he has appointed
Steve Salter as regional manager, London
and East Anglia. Salter was previously head
of trading and proposition development at
Absolute Insurance brokers.

LEE MOONEY

Andrew Brooks, CEO of Ascot
Underwriting, is to be the next chairman
of the Lloyd’s Market Association (LMA)
with effect from 1 January 2019. Brooks,
who has served on the LMA board
as a member since 2012, will succeed
Neil Maidment, who will be retiring
as chairman at the end of the year. Mr
Brooks said: “I am looking forward to
working with Sheila Cameron [who
begins her role as LMA’s CEO in January]
to influence Lloyd’s strategy on behalf of
the LMA membership. I am also keen
to see market modernisation delivered
effectively and for the LMA to continue
to play a vital role providing technical
support to the underwriting community.”
Lloyd’s broker SSL Endeavour Group
has hired Caroline Devane and Geoff
Rowland joined the company as director
for property and specialty lines; and
director for property respectively. Devane
comes from Bell & Clements where she
was senior broker responsible for placing
and managing a portfolio of commercial
property and specialty lines business.
Rowland joins from Aon Risk Solutions
where he was a director responsible for
developing, placing and coordinating
a suite of property facilities into the
London market.
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