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EY roundtable

Re/insurance’s
technological
revolution
The industry needs to modernise and it needs
to do it now otherwise it’ll end be at the mercy
of the tech giants, say a dozen of the industry’s
most knowledgeable voices gathered at a
roundtable by EY and Reactions in Bermuda.

Andrew Putwain, Reactions: What
technological advances are being
made and adopted in the commercial
re/insurance space compared with what
is being discussed?
Richard Strachan, AXIS: Technological
change is a given in our market. How
we as an industry adapt to that change
will define the success of the market
in the future. For technological
innovation to be advantageous, it
has to drive profitable growth, in
addition to actually providing value
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to our customers and our distribution
partners.
We’re engaged in many market
developments and innovations. For
example, we’re working on analytics
projects from the perspective of
underwriting insights, distribution
management, and portfolio
optimisation. We have also launched a
unit dedicated to insurtech, data and
analytics, and we’re heavily involved in
electronic placing.
Underpinning all of those is
harnessing data; we have work going
on in data and ensuring that its
quality and can support the efforts
around analytics. As we think about
technological advances, its tangible
things that give us an opportunity
to grow. It’s also important to
keep in mind the role and value of
relationships within our business.
The effective combination of the
art and science of underwriting – of
relationships and technology, data and
analytics – is what will ultimately yield
sustainable and profitable growth.
Kathleen Faries, Tokio Millennium Re
(TMR): Standardisation needs to be
addressed more readily. If you think
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about innovation and disruption,
we’re good at improving what we
already do. You can see it in the claims
arena, particularly with drones, and
telematics. The challenge the industry
is going to have is finding ways to
deal with the complexity that we also
have, because if we’re going to take the
next leap, there’s going to have to be
standardisation.
What we talk about around
blockchain is great, except when
you try to use that in our industry,
because there’s so much complexity
in the way that we transact business,
it’s difficult to see the use cases
across the industry. If we can get
standardisation, we’ll start to see
things transform.
Wayne Caines, Bermudian minister for
National Security: We have to allow
the industry to evolve naturally. We
must make sure the regulation is fit
for purpose.
People talk about blockchain, they
try to make it this specific [thing] and
this narrow focus. We have to broaden
the focus. We believe Distributed
Ledger Technology (DLT) is changing
daily. We want to morph with the

EY roundtable
innovation and become the domicile
of choice for DLT companies.
Kathleen Faries, TMR: Alternative
capital might push traditional
reinsurers to change the operating
model. They’re not going to have
a choice; margins are getting thin.
Everyone is going to be more inclined
to actually have the discussion about
how can we come together to look
seriously at standardisation.
Ari Chatterjee, Envelop Risk: DLT
has the potential to be the default
infrastructure of the financial services
industry. In the future, technologies
like artificial intelligence (AI) and
the internet of things, and intelligent
machines, are likely to dominate the
technology landscape. The machines
may require their own identities to
be more efficient and there a peer-topeer distributed platform is a better
fit as a transaction layer, rather than a
centralised architecture.
Usually, around 80% of a reinsurer’s
book is renewal business. Often there
are minimal changes to the structure,
the data, the submissions, or the
contract language. A large portion of
the workflow around those deals are
automatable. It is possible that the
next generation of reinsurers may be
established and funded on a DLT.
Will Dove, Extraordinary Re: Many
technologies will take time to show
their commercial value and might
suffer for this. It takes experimentation
and many are going to fail, but a
few will work. For example, there is
a lot of discussion of the potential
of blockchain, perhaps stimulated
by the hype surrounding bitcoin
and other cryptocurrencies. I think
that the blockchain usage cases in
the reinsurance sector might not
be focused on transmitting value
but rather applying the underlying
technology to create some form of
smart contract or to automate and
expedite back office processes.
Kathleen Faries, TMR: Is complexity
what the customer wants? The
concern is that we’re not thinking
about the customer, because the
customer doesn’t want complexitythey want simplicity, trustworthiness,
they want to know that they’re going
to get paid. We can solve for that,
then people can start to feel more
comfortable with disruption. People
will find their place to add value.

Chris Maiato, EY: Insurance companies
are already adopting technologies like
data analytics and robotics and are
investigating block chain applications.
However, the pace of adoption of
block chain by insurers may be driven
by their customers’ adoption vs
pure innovation from the insurance
industry.
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we’ve seen. The government is trying
to develop the framework - let’s see
how that works, and if everybody
participates then we have a chance to
develop a common general standard.
To be successful in this we also need
these single private ledger use cases,
where the others can see if it works or
not; ultimately, we need to distribute
the risk around many parties. You
cannot only look at bilateral solutions.

Richard Strachan, AXIS: I’d seen the
blockchain that EY and Maersk (and
their insurance partners) put together.
Wayne Caines, Bermuda Government:
What I observed, was that it
DLT is evolving quickly, we
was meeting a customer
would like to be a centre
need, but it was also a
for innovation. We will
collaboration, and that
also make sure the
required the whole
business environment
slew of parties to
is conducive and
come together.
easy to set up
Blockchain is
insurtech business
a solution for
in Bermuda. In
partners – one
common parlance,
that offers great
we will ensure there
potential for
is less red tape and
reducing friction
more red carpet.
within the market,
but there has to
Richard Strachan,
be collaboration
For the
There is an opportunity AXIS:
for that particular
Bermuda market,
for reinsurers to rethink initial coin
type of initiative
to be successful.
their business model in offerings (ICOs)
We need to try,
not about
a fundamental way and are
and experiment,
enabling volatile
take advantage of the
and fail, and other
crypto-currencies.
technologies lend
alternative capital that’s It’s more about
themselves well to
enabling a
changed the property
that. But blockchain
framework for
is different in the
innovation in
cat market”
fact that if we’re
Bermuda and
Will Dove, Extraordinary Re
going to roll out
ensuring that
blockchain in a
innovative
wholesale manner it’s going to require
technologies can thrive in this market.
collaboration. That’s not something
It’s critical that we maintain the
our industry has historically been good
Bermuda market’s robust regulatory
at.
standards, that we maintain our
ability to do the groundwork to vet
Wayne Caines, Bermuda Government:
companies before they start up.
If you look at the Silicon Valley model
If we can provide a sandbox and
and what the world has evolved to as
a legislative framework for them
a result of those failings in the early
to thrive, that’s an excellent thing
2000s, we have learned some valuable
for Bermuda and the re/insurance
lessons. It makes very little sense for
industry as a whole.
start-up insurtech companies to go at
it alone. The combined collaborative
Wayne Caines, Bermuda Government:
efforts will bear fruit faster and the
Bermuda is trading on its blue chip
reinsurance market will adapt to the
reputation, Bermuda has been a
innovation.
significant player in the Financial
Services markets for years. Companies
Is blockchain getting closer to maturity
come to Bermuda for our strong
and used at an enterprise level within the
business infrastructures and sound
re/insurance industry?
Regulation. We want to build on
our reputation, we want to make it
Kathleen Faries, TMR: Bermuda is on
CONTINUED ON PAGE 128
the right track, with all the initiatives
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known that KYC/AML will not be
or other kinds of new exposures or
compromised and will be a key part of
new types of risk being addressed,
any and all Fintech Business.
all of those have impacts on the
Keeping with that theme, the
re/insurance marketplace.
Bermuda government has recently
There is an opportunity for
passed legislation to regulate ICOs.
reinsurers to rethink their business
We have also recently passed the
model in a fundamental way and
Digital Asset Business Act, that
take advantage of the alternative
focus on the regulation of digital
capital that’s changed the property
assets, Digital Asset Exchanges
cat market. That market is not ever
which included but is not limited
going to look the same as it
crypto currencies. We are in
did 10 years ago. There are
the process of discussing
opportunities in front of
law with reference to
reinsurers, particularly
the ‘Bermuda E-ID’
in Bermuda to
(similar to Estonia’s
leverage the interest
E-residency), this is
from those kind of
a work in progress
investors and the
and will most
ability to capture
likely be passed in
products and
the next session of
deploy analytics.
Parliament.
Try to think more
We’re also looking
as an asset or
internationally for
portfolio manager
the best practice
rather than as a
to keep ahead;
single enterprise.
Insurers are looking to
we recently
passed Bermuda’s
Ari Chatterjee,
reduce cost, increase
equivalent of
Envelop Risk:
capacity all while freeing The reinsurance
GDPR will be
called be called
business model
up valuable resources
PIPA (Personal
evolve in the
to work on higher value may
Information
near term. It is
and impact tasks”
Protection Act).
possible to create
We are looking
a data layer out of
Chris Maiato, EY
to create the
the existing renewal
“Bermuda
information,
Standard”, the best KYC/AML,
augment underwriting using human
through solid fintech legislation, that
capabilities and AI and echo that
regulates and sets a high bar. We are
at the industry level using DLT.
trying to attract the best companies
We believe a combination of these
from around the world.
technologies and the human expertise
in underwriting is a powerful catalyst
Kathleen Faries, TMR: A lot of
to shape the future.
insurtechs have partnered, and
tried to collaborate with traditional
Konrad Rentrup, Hannover Re: There
companies. And the things that they
is automation going on everywhere
say are ‘holy cow, are they slow!’, ‘I
in re/insurance; on the underwriting
can’t believe how the legacy systems
side, but especially on the backend
are such an issue’, ‘we can’t get them
when it comes to accounting and
to make a decision’ There’s going to be
claims handling. The basics of the
this push/pull and that’s exactly what
processes have not changed, but they
needs to happen. The technology guys
are automated. Robotic procedures
need to pull us up along, but it’s not
are being implemented, and this is a
going to be easy.
significant change. Unfortunately, this
could lead to a loss of jobs, but putting
What investments are commercial
a positive spin on it, this development
re/insurers making in the space?
is freeing up capacity for other, more
sophisticated, tasks.
Will Dove, Extraordinary Re: Many
of the technologies that are being
Chris Maiato, EY: Automation is one of
invested in, and deployed today are
the largest areas we are seeing interest
on the front end - distribution, data
in right now - how to take inefficiency
collection and analytics. Whether its
and cost out. Insurers are looking to
usage-based insurance or cyber risks
reduce cost, increase capacity all while
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freeing up valuable resources to work
on higher value and impact tasks,
That’s where we’re seeing a lot of the
interest - in the commercial space
versus the distribution side.
Konrad Rentrup, Hannover Re: The
reinsurance market right now does
not need more capital to cover the risk
they currently secure. However, there
are exposures and risks in the world
that are not re/insured at all. In case
all these exposures will be insured
and then ceded to the reinsurance
market additional capital is needed
in the reinsurance sector but this
development will take time.
Bob Thrall, RMS: We are asking the
question of “how”. How do you bring
together two key pillars: analytics and
data, to ensure that our clients get the
answers they need to make a smart
decision; the right data to the right
person at the right time? At RMS, we
are taking a platform-centric approach
to ensure we deliver a consistent view
of risk across the enterprise to ensure
our clients can drive better business
outcomes more effectively and
efficiently.
We want to deeply embed our
solutions across our client’s business
at the point of impact delivering
the highest quality insights so when
underwriters need to make important
business decisions; at the account
level, at the property level, at the
portfolio level; they have analytics to
make an informed decision.
Kathleen Faries, TMR: Many companies
are duplicating the same efforts
to find new solutions. Money and
resources should be better spent
through collaboration. That’s the kind
of standardisation that we’re going to
need. More “open source” approach
in terms of the way we analyse and
transact the risk.
What new business models are
emerging in the commercial
re/insurance market and what new
technologies are re/insurers using and
how it is impacting their businesses?
Richard Strachan, AXIS: Today, 40 cents
out of every dollar that the industry
receives goes toward administration
and acquisition expense, which is
unsustainable - if I’m a client and I’m
giving you a dollar to protect me and
I know, on average, I’m only getting
back 55-60 cents, that’s not a good
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trade, and so our industry is ripe for
disruption. Overcoming this challenge
will require serious and significant
collaboration among all players in the
market.
A lot of the things we’re talking
about are little bite sizes to get us to
an improving state, but we need to
reframe the challenge that we have as
an industry to deliver a 70% loss ratio,
a 95% combined.
Ari Chatterjee, Envelop Risk: One
of the reasons we need brokers in
the primary markets is to know the
customer and, therefore, reduce
fraud. Having a digital identity system
like EID alleviates the problem by
enabling a faster identity management
of the customers and hence improves
the state of innovation.
Chris Maiato, EY: The insurance
industry is not going to disrupt itself
by itself. It’s the customers of the
insurance market that are going to
drive the requirement for innovation,
the requirement for the removal of the
inefficiencies - the 40 cents on the
dollar.
New companies are emerging they’re doing business in different
ways with new business models and
value propositions. Some are looking
at underwriting new risks and others
existing risks however in a more
efficient, data driven and automated
way. The common denominator is
that they’re leveraging technology and
data to unlock value in the market
by offering a differentiated product.
Some emerging coverages are things
like coverage for customers who don’t
need business interruption coverage
for the full year, just exact times when
they’re doing a project. The industry
and the consumers are going to drive
the requirements for innovation.
Will Dove, Extraordinary Re: We
can learn by looking at the most
competitive areas of the insurance
industry, like US personal auto. For
example, State Farm has put all
of its claims systems in the cloud.
The savings from that kind of
transformation, once you take the
hit to set up the project, is up to a
35% cost reduction compared with
the running cost of a legacy system.
As players modernise their systems,
their competitors will be forced
to follow suit. They’re cutting into
administrative cost and that’s a big
opportunity. It’s not easy to do, and

many are struggling with it; it’s not
quite as sexy as DLT and cyber but
has, maybe, more money at stake.
Jeremy Weiss, EY: Insurance
companies’ use of legacy systems
is also a problem by holding back
significant development of new
business models. Many insurers are
not ready for the change required.
Insurers need to be thinking about
the things they can do today to be
ready for change. We’ll see a lot of
data, much of what we already see
today, with emerging technology and
companies simply aren’t ready to
harness this digital data to enable a
new business model. These challenges
enable new business models that
are easier enabled by legacy players
as greenfield ops vs. current system
transformation.
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of re/insurance-related initial coin
offerings occurring?
Ari Chatterjee, Envelop Risk: We
are hopeful that with all the efforts
and due diligence the Bermuda
Government is setting forth, the crypto
firms launched in Bermuda will be
only the top-tier. This presents a large
opportunity for the local insurance
industry to offer products to.
We believe in the near term there
will be product offerings in available
Bermuda market that will cover
the specific risks surrounding an
ICO issuance. This is a segment of
the market that requires insurance
products like any other industry and
a market that is heavily underserved.
We are positive that there will be
interest in Bermuda markets for this
opportunity.
The possibility of injecting
liquidity to an otherwise illiquid
market such as re/insurance using
regulated security tokens is another
fascinating concept. In some
way it has already been done
experimentally on private
cat bonds, however it is
in no way mainstream
yet. There are
opportunities for
new entrants in
this segment of the
market.

Kathleen Faries, TMR: You’ve got pools
of risk and pools of capital. What’s
going to happen in between is what’s
going to transform, and so to the
concerns that we all have, we
are likely going to be doing
different things. It
puzzles me currently
that alternative
capital, wants to
build rated carriers.
Why would you
take away your
agility, why would
you take away your
David Brown, EY:
fungibility, that’s
This is probably the
your advantage next generation of
why not leverage
how you use capital
the existing
to underwrite risk.
infrastructures
Bermuda is well
Alternative capital
that we all have?
positioned to be
might push traditional
Regulation is
a leader in this
reinsurers to change
complex, it’s
space. The key is
different in every
the buyer, if you
the operating model.
country. You have
have a tokenisation
They’re not going to
this fungible pool
of that risk, do
have a choice; margins they have the
of capital, and you
have re/insurers
understanding of
are getting thin”
that understand
that risk and what
Kathleen Faries, Tokio Millennium Re they are buying.
risk and have the
infrastructure to
You had that in the
manage this complexity.
ILS market – and that has developed
Ultimately, we have to always
and proven the test of time and
go back to asking, what does the
that is going to be the next test of
customer want and how can we deliver
tokenisation of risk for ICOs in this
that to them in a way that they’re
market.
going to take up the coverage – simple
The BMA is very focused on having
and trustworthy.
the appropriate regulation related to
crypto currency and blockchain. It is
Will the digital asset business and
important that regulators establish
ICO legislation in Bermuda impact
a high bar and the appropriate
the market and what is the likelihood
regulation for the insurance industry.
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