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Rate hikes only half the casualty story
Primary casualty insurance rates are
on the rise but this is not necessarily
a positive, according to Chris Buse
senior vice president and manager
of casualty treaty reinsurance at
AXA XL.
The industry focuses on rates and
whether they go up or down, but
not why are they going up or down,
he told Reactions.
During the first half of this
year, primary casualty insurance
rates have increased, but as Buse
explained they “were not up much”.
“We think that’s changed a bit in the
second half and clients are expecting
more increased rates in 2019 in the
low to mid-single digits. And the
reason why is simply because the
market is not making money. The
reason for that is an absolute increase
in severity,” he said.
“But we’re not exactly sure what’s

behind that increase in severity,”
he added.
According to Buse, while there is
no single cause of the increase in
severity, there may be several factors
at play, including an underestimation
of how long some long-tail exposures
can last, as well as an increase
in cases spurred by the #MeToo
movement in the US and abroad.
“There’s a similarity here to the
1980s where we had very low loss
inflation, and we thought this was
the way it was going to work and
all of a sudden it went haywire. I
wouldn’t be surprised if that’s what
was happening again. Rates have to
go up, but is it enough? Commercial
auto rates have been going up
for the last four or five years, and
people are still saying they’re getting
hammered,” Buse said.
Commercial auto rates have
consistently been on the rise,
although losses in the sector have

kept pace or in some instances
exceeded those rate increases – a
situation which Buse does not
believe the casualty market mirrors
at the moment, although it could be
headed that way.
According to Buse, accusations of
sexual misconduct and other crimes
have had an impact on the casualty
market, hitting carriers with a form
of emerging risk, especially with
some jurisdictions removing or
changing the statute of limitations
for certain events and crimes, even
after the loss has occurred.
“States can change the statute of
limitation on a loss even after it has
occurred, and again, that shouldn’t
be a surprise to anyone. Insurers
shouldn’t be relying on statutes of
limitations to get long tail risks off
of their books. But a lot are doing
that, and we’ve have seen multiple
instances where they have been
burned by that,” Buse said. l

“There’s a similarity here to the 1980s where we had very
low loss inflation, and we thought this was the way it
was going to work and all of a sudden it went haywire. I
wouldn’t be surprised if that’s what was happening again.”
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Strengthening
tomorrow
Recent events have confirmed, now more than ever,
the need for resilience. Resilience in our balance sheet.
Resilience in our relationships and commitments.
Resilience in the models that help us construct a clearer
picture of the future. Resilience for today and the many
tomorrows to come.

How do you spell tomorrow? TMR.

NEWS

Diversification the target for Everest Re
Diversification is the name of the game for
Everest Re as it looks to build out both its
insurance and reinsurance offerings over
the coming months.
Everest Insurance, the company’s
specialty platform, has been growing
steadily, with the operation accounting for
$645.9m of gross premiums written during
the first half of 2018, up 13% year on year.
That result, explained Everest Re back in
July, was in line with the growth trends the
business has enjoyed in this part of
its business in recent years.
At the same time, first half
2018 worldwide reinsurance
gross premiums written hit
$1.4bn, growth of 38% on
the prior year period. As
Everest Re explained, that
increase was primarily driven
by increased casualty and
property pro-rata premium,
rate improvement,
increased shares
on existing
business and

profitable new opportunities.
Speaking to Reactions, Everest Re’s
president and chief executive, Dom
Addesso, said his firm was looking to
diversify its two major operations to
become even more attractive to clients.
“There’s a big push on the insurance side
that will build out our specialty insurance
platform, and at the same time, within
reinsurance we continue to diversify into
new lines of business,” he said.
On the reinsurance side, there is
growing interest in the credit
segments, while there is
continued interest in increasing
the amount of casualty business
Everest Re writes.
“We’re seeing some more
opportunity in the casualty space
that’s finally meeting our appetite,”
Addesso explained.
Everest Re is also taking
advantage of its standing
in the reinsurance
industry to grow its
share of the market.

NFIP on course for lapse
Insurers should be prepared for the
possibility of a temporary lapse of the
National Flood Insurance Program,
Nathaniel Wienecke, senior vice president
of federal government Relations at the
Property and Casualty Insurers Association
of America (PCI), has warned.
According to Wienecke, “the likelihood
of a seven day lapse is very high”, for the
program which is due to expire at the
end of November. It is only in existence
now because of a series of short term
extensions.
“My number one concern is the expiration
of the program slated for the 30th of
November, yet the federal spending bill runs
out on the 7th of December. That bill is a
logical vehicle for extension to ride on, so
the chances of a lapse are high,” he said.

The prospect of long-term reform for the
program is not looking great, Wienecke
said. “My view is that both sides have
retreated to their corners with strong
policy views, and I haven’t seen a lot of
conversation that would indicate that a
long-term breakthrough is in sight.”
“The question that people are asking is
how long of an extension we are looking
at, with no significant policy changes? PCI
is calling for an extension no shorter than
September 30 of 2019,” he added.
“No matter what happens next year,
you’re going to have a new chairman of
financial services, a new ranking member
and so I’ve heard folks talk about a March
timeframe to give them some time to get
up and running, but this doesn’t change the
stalemate in the senate,” Wienecke said. l

While new business has been hard to
come by, the trend of tiering within the
marketplace means Everest Re has been
able to grow its share of certain programs.
This has also meant its position on
programs has been relatively unscathed in
light of the industry consolidation.
“We’re seeing more opportunity as a
result of being a top 10 reinsurer. Not in
terms of numbers of clients, but in our
ability to grow our share of their programs.
We’re not concerned about our client base
shrinking. To the extent that you can do
more business with fewer clients, it makes
us more efficient,” Addesso said.
Everest Re’s insurance operation is also
pushing ahead with its plans for growth.
At the end of August, Everest Insurance
revealed that Vincent Vandendael would be
joining the company as International CEO.
Vandendael will report into the Everest
Insurance’s president and CEO Jonathan
Zaffino, with the former chief commercial
officer of Lloyd’s set to oversee all of his
new firm’s insurance operations outside of
North America. l
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Nephila deal the catalyst for collaboration
Markel Corporation’s acquisition of
Nephila is moving ever closer to being
completed, and work is already underway
on how the new addition will collaborate
with the re/insurer’s other offerings.
Speaking to Reactions earlier this month,
Markel’s co-chief executive Richie Whitt
highlighted how his company has been
building out its operations in recent years
into all corners of the industry.
“If you go way back, people remember us
as a wholesale E&S market and there are a lot
of people who still think we are that,” Whitt
said. “Of course, we’re the third largest E&S
writer in the country so it’s a very meaningful
part of what we do, but we’ve become much
more than that today.”
Richmond, Virginia-based Markel added
program and lender services specialist State
National to its roster last year, and that
came after the company acquired insurance
linked securities (ILS) management
specialist CATCo in 2015.
Going further back, Markel bolstered its
reinsurance and large account capabilities
with a deal for Alterra Capital in 2013.
Then in late August this year, Markel
announced it had agreed a deal to acquire
the largest fund manager in the sector,
Nephila Holdings, a move which Whitt said

Richie Whitt

“really cements our place in the ILS market”.
These additions sit alongside its
traditional specialty insurance platforms in
the US, Bermuda, London and elsewhere.
“In our thinking, that gives us a spectrum
of solutions that we can bring to our
production partners and customers.
We can do anything from traditional
insurance to something in the ILS market,
we can provide a fronting solution if
that’s necessary, or we can combine any
of the above. We have $10bn of capital
on our balance sheet today, and we have
almost $20bn of capital we’re managing
for investors, and there’s a lot more we can

provide solutions to with $30bn of capital
than there was with $10bn of capital. There
are transactions we can help with today
that we just couldn’t do previously.”
As Whitt explained, Markel is now “very
excited to have all the tools in the box”.
However, it is now incumbent on him and
his colleagues to use these tools to Markel’s
advantage in what continues to be a highly
competitive re/insurance marketplace.
“We’re not integrating these
organizations, but we have failed if we don’t
collaborate,” he said.
And as Whitt explained, collaboration
will be key to Markel’s future offering.
“We’re all going to be talking on how we
can collaborate and bring all the solutions
we now have the ability to deliver to our
customers,” he said.
Specifically on the Nephila deal, Whitt said
he remains hopeful the acquisition will be
completed by December 1, thereby giving
the company time to prepare for January 1
renewals. “People have said they think it’s
a nice acquisition. We of course think it’s a
great acquisition. It’s exciting great to see the
excitement, and one of things we want to
make sure we’re running hard to be able to
deliver solutions pretty quickly after we close
before that initial excitement dies down.” l

Brit makes King US specialty CUO
Fairfax subsidiary Brit has a new chief
underwriting officer for its US specialty
arm with John King making the switch
from the firm’s London office to the new
role in Chicago. King will swap his position
as group executive underwriter at Brit
Global Specialty in London for the new
title of chief underwriting officer for Brit
Global Specialty USA (BGSU). Once he
relocates to Chicago, he will report into
Nick Davies, the president of BGSU.
Davies said: “We are pleased to welcome
John to BGSU as chief underwriting
officer and we look forward to building
on BGSU’s strong growth trajectory. John’s
appointment will ensure that this growth
4 | www.reactionsnet.com

continues to be underpinned by Brit’s
underwriting discipline.”
The new arrival brings more than 30 years
of industry experience to his new role,
including several underwriting positions.
King first joined Brit in 2009, initially as short
tail portfolio director. He was then promoted
to the group executive underwriter role.
Before making the move to Brit, King
spent six years with Beazley as a production
underwriter. In that position, he played a
significant role in helping to grow and buildout Beazley’s US business. He started his
career at Marsh, holding the role of senior
vice president and ultimately overseeing the
broker’s US property team in London.

“Our US business has seen continued
development over the last year and John’s
appointment will further complement the
significant progress being made on the
ambitious strategy we have for our US
platform,” said Matthew Wilson, Brit’s CEO.
Evidence of this bid to grow Brit Global
Specialty USA can be seen in the firm’s hire
of Mark Richards as senior vice president,
general liability, back in July. That move
came after the business bolstered its
professional liability offering with the
arrival of Tom Rea as senior vice president,
miscellaneous professional liability, and
Jim Kelly as assistant vice president,
construction professional, in May. l
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AXA XL committed to reinsurance
AXA XL is fully committed to the
reinsurance industry, with Greg Hendrick
telling Reactions that the company expects
to grow its involvement in the market
over time.
Hendrick’s comments come after a
summer in which it was revealed that
AXA, prior to finalizing its acquisition
of XL Group, had sought out some of the
largest reinsurers in the world and tried
to tempt them into buying the XL Re
platform once the AXA and XL deal had
been completed.
The proposal received a lukewarm
response from the potential buyers, and
AXA’s acquisition of XL continued without
XL Re eventually being sold off.
Once the AXA and XL deal was
announced, Thomas Burberl, the French
firm’s chief executive, went on record to say
his company was not looking to sell off the
reinsurance business.
“We are absolutely 100% committed to
reinsurance,” Hendrick, who now holds the
title of CEO for AXA XL, told Reactions.

“It’s roughly a $5bn gross written
premium book of business and it puts us
as the forefront of ILS,” he stated of the XL
Re business.
That $5bn of gross written premium means
XL Re represents about a third of the overall
former XL business. Hendrick pointed to the
diversification benefits associated with having
a sizeable reinsurance book as another
reason why AXA XL remains committed to
the market.
“It gives us access to risk that
we don’t have today on the
insurance side in the US, like
personal lines,” Hendrick said.
Elsewhere, XL’s interaction
with the alternative capital
market is another benefit
associated with the reinsurance
business. In the past, XL utilized
both the catastrophe bond and
collateralized reinsurance
markets, while its own
New Ocean asset
management arm has

also been growing. Separately, AXA has
also utilized the catastrophe bond market
for its own risk management needs.
And Hendrick said under the new AXA
XL brand, the business will continue to tap
into the ILS space.
“AXA has historically been a user, and it
will be a feature of our protection going
forward,” Hendrick said.
In light of AXA’s deal for XL, there
has been speculation that some of
AXA’s competitors who purchased
reinsurance protection from XL Re
would now look elsewhere to avoid
supporting a rival. But Hendrick
gave short shrift to such notions.
“The number of conversations I’ve
had about that I can count on one
hand,” he said, adding: “What firms
can really put their hands
up and say they are
one but not the
other?” l

Multiple capital source companies to rise
The number of re/insurance companies
who have the tools to tap into multiple
sources of capital will continue to increase,
AM Best Companies believes.
This year has already seen American
International Group acquire Validus, a
deal which gave the US carrier access to
undertake reinsurance underwriting as
well as the alternative capital space via
AlphaCat Managers.
That transaction was followed by Markel’s
move to purchase ILS specialist Nephila.
That deal gave Markel further clout in the
alternative capital space, with the business
already having the CATCo platform on
its books. These deals came either side of
Markel’s acquisition of program and lender
services specialist State National.
“One of the things we’re seeing, and
where we think the market is heading, is
6 | www.reactionsnet.com

having multiple capital platforms,” Stefan
Holzberger, chief rating officer for AM
Best, told Reactions.
“Insurers and reinsurers are looking
for the most efficient way to allocate that
capital to the platform where it’s best
served, and that way lowering their overall
expense ratio,” he explained.
The acquisitions by companies such as
AIG and Markel, as well as other notable
examples such as AXA’s deal for XL Group,
highlight how some firms are seeking to
get their fingers in as many re/insurance
pies as possible throughout the risk chain
from origination, to primary insurance, to
reinsurance, to retro and/or ILS.
“There’s a lot of incentive to build out
scale and be able to offer clients a suite
of products to solidify their relationship,”
explained Holzberger.

“Everyone wants to be as close to the
client as possible. [Re/insurers would] love
to cut out some rungs in the ladder and get
closer to that client base, which is why we
see collateralized markets and traditional
reinsurers buying MGAs – it’s all about
getting hold of that distribution.”
Another interesting recent trend has
been reinsurers making moves into the
primary insurance space. Both Munich Re
and Swiss Re have been committing more
resource to their respective commercial
insurance arms, while companies such as
Everest Re have been investing in building
out their specialty offerings.
AM Best continues to hold a negative
outlook on the reinsurance industry,
so Holzberger is not surprised to see
reinsurers active in that market look to
broaden their operations, he said. l
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PartnerRe targeting US life growth
PartnerRe is looking to grow the amount of
life reinsurance business on its books, with
the recent addition of Mary Ann Brown
to its board one part of the firm’s push to
grow in this market.
The Bermuda-headquartered reinsurer
announced in late August that chairman
John Elkann was stepping down from
that position, to be replaced by Brian
Dowd. The departure of Elkann, who will
remain on PartnerRe’s board and is also
the chairman and CEO of the reinsurer’s
parent EXOR, grabbed most of the
attention, but as part of the changes to its
board the Bermudian business also added
Brown as an independent director.
Brown retired from her executive
management role at Pacific Life Insurance
Company in 2017, where she had most
recently been Pacific Life Re’s chairwoman.
Her career also includes various executive
roles at New York Life, MetLife and Swiss Re.
As Charles Goldie, CEO of property and
casualty (P&C) at PartnerRe, explained,
Brown’s arrival forms part of his firm’s
desire to grow its presence in the life
reinsurance space over the next decade.
“Life reinsurance is a very different

Charles Goldie

animal [to P&C], which is why we needed
a life person on the board,” said Goldie,
adding: “You have to look at life metrics,
embedded value and things like that. So
adding Mary was very important because
she really understands that business.”
Of the $5.12bn of net premiums written
PartnerRe generated in 2017, $1.34bn of it
was from its life and health reinsurance arm,
equal to some 26%. In 2016, PartnerRe’s life
and health reinsurance net premiums written
amounted to just under $1.12bn, representing
22.5% of PartnerRe’s total net premiums
written. At the midyear point of 2018,
PartnerRe’s life and health reinsurance net
premiums written totaled $795m, up from

$643m in the prior year’s first six months.
Brown’s arrival comes after PartnerRe
acquired North America life reinsurer
Aurigen last year. A top five life reinsurer
in its native Canada, the company also
writes business in the highly competitive
US marketplace.
As Goldie explained, the US life
reinsurance market is very concentrated
with five or six major companies who write
the business. “But the risk starts to pile
up and there’s some concentration, and
companies are looking at how much risk
they have with these folks and are looking
to diversify. We think there’s room for
another major player,” Goldie said.
Trying to establish a foothold in the
market is not straightforward, however.
“We’ve been writing life reinsurance in
Europe for well over 10 years and we’ve just
started to write life reinsurance in the US
through Aurigen,” said Goldie.
“With life reinsurance, you need a lot of
infrastructure and some serious product
development capabilities. Because we’ve
been doing it for a number of years, we’re
already well down that path. [But] we do
see a tremendous opportunity in the US.” l

Axis Re investing for growth
While some in the reinsurance industry
look at the current market conditions
and believe now is the time to be bearish,
Steve Arora and his team at Axis Re are
taking a different approach and investing in
building out the business.
“I completely agree that pricing levels
need to change for the long-term success of
the industry,” Arora, who is Axis Re’s chief
executive, tells Reactions.
“But if you look at the long term cycle,
growth trends are on the rise and the
protection gap is huge. Technology is
changing the industry, and the global political
environment is very uncertain which adds
to the risk. So, if you look at that, we should
be really bullish on the insurance sector and
that’s why we think it’s the time to invest.”
8 | www.reactionsnet.com

Recent months have seen Axis Re bolster
its capabilities in various markets around
the world, in particular its operations in
the UK and Europe. Earlier this month, it
hired Ann Haugh as president of its global
markets division, a role which gives
her oversight of Axis Re Strategic
Partners, global Specialty Re and
Axis Re’s international business
platform in the Lloyd’s market.
In September, Axis Re announced
the appointment of William
Bennett as senior underwriter for its
property reinsurance offering
at Lloyd’s. Currently with
MS Amlin, Bennett will
join Axis Re in March
next year.

“It’s about adding value to the industry,
and I want the industry to expect more
from us,” said Arora, adding: “We want to
maintain our character as an expert-driven
and agile reinsurer.”
It is not just about adding talent
to its business though, with
Arora also looking to build
upon its existing capabilities.
One of those is structured
reinsurance.
“If we can come up with a
tailored proposition, it means
we are not commoditized.
We want to add
much more value
to clients,”
Arora said. l
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Reinsurance redefined.

Commitment – noun/com.mit.ment
•

An agreement or pledge to do something in the future

•

An engagement to assume a financial obligation at a future date

•

Something pledged

At Markel Global Reinsurance, we honor our commitments, respect our trading partners,
and share success with others. Founded in 1930, Markel is proud of our long-term
relationships. Our underwriting and claims teams work together to creatively add value.
Our industry is evolving rapidly and change is inevitable, but commitment and
our other core values are constants in the Markel value proposition.
Markel Global Reinsurance
Bermuda • London • Richmond, VA • San Francisco • Summit, NJ • Zurich
markelcorp.com

GUY CARPENTER

Mortgage credit risk transfer market
John Tedeschi, Executive Vice President
Fannie Mae and Freddie Mac –
government-sponsored entities (GSEs) in
the United States – purchase hundreds of
thousands of mortgage loans and assume
the risk of mortgage credit default,
interest rate volatility and prepayment.
The GSEs began transferring mortgage
credit default risk only in the last
few years. The organizations are now
programmatically using (re)insurance
to transfer that credit risk and plan
to continue to do so. (Re)insurers
seeking growth may look to this market
for diversifying risk with several different
options available – market changes and
safeguards in place make it even more viable.
“Mortgage credit risk” is the risk a
borrower defaults on a loan. In the
context of a (re)insurance transaction, a
default produces a loss only when the net
resale value of a property after legal and
foreclosure costs is less than the mortgage
balance held by the lending institution.
The strong U.S. economy and stringent
loan underwriting practices have been
generating loss ratios of virtually zero for
participating (re)insurers.
The rate of mortgage loan default is low due
to the impact of regulatory changes affecting
banks and loan originators as well as GSEs.
The rigorous underwriting standards that
were introduced by the regulations following
the 2008 financial crisis have dramatically
reduced the number of loans originated and
vastly improved the credit quality of the
loans. Additionally, Freddie Mac and Fannie
Mae are using new technology that allows
them to quickly verify many of the numerous
underwriting requirements for securing
a loan, such as employment, assets and
property value assessments.
At the same time, a number
of macro-economic factors are
impacting the housing and
mortgage markets. A strong
economy and low unemployment
rate are contributing to a low
loan default rate and a strong

10 | www.reactionsnet.com

housing market. Importantly, the value of
U.S. homes remains robust, driven by limited
housing supply and interest rates that are
still low. Healthy housing values generally
propel housing prices to exceed the value of
their mortgage loans, reducing the potential
for loss. The GSEs offer (re)insurance
transactions for recently originated loans
based on three main risk categories:
• 30 Year fixed rate mortgages that have
consumer Loan-to-Value (LTV) in excess of
80 percent (for loans with down payments
of less than 20 percent). These loans are
credit-enhanced via a requirement for the
consumer to purchase private mortgage
insurance, offering further protections for
(re)insurers in this category.
• 30 Year fixed rate mortgages where the
LTV is between 60 percent and 80 percent.
This class is attractive to some (re)insurers
for two reasons: one, because the consumer
holding the mortgage has substantial skin
in the game; and two, the home price
would need to decline significantly for the
(re)insurer to be exposed to a loss.
• 15 to 20 Year fixed-rate mortgages are
the fastest amortizing loans, which help
de-risk (re)insurers and attract those who
want to come off risk quickly.
The GSEs also offer reinsurance
transactions that transfer risk on
loans that were originated in the
past and for risk transfers for loans
yet to be originated.
Reinsurers benefited from the fact
that there were very few mortgage

loan defaults generated by the natural
catastrophe events of 2017. On an
ongoing basis, the GSEs work closely
with mortgage servicing companies
to offer forbearance to help soften the
financial consequences of disasters,
often allowing consumers to remain in
their homes, defer monthly mortgage
payments and reduce default risk.
The GSEs have ceded over USD 20
billion of limit into the global (re)
insurance market. Their continuing
focus on de-risking their portfolios heralds
additional demands for capacity and
opportunities for new counterparties. The
GSEs use a combination of debt and (re)
insurance in the de-risking process. This
allows (re)insurers to evaluate how the capital
markets are viewing and pricing the risk,
akin to an additional set of eyes underwriting
the risk. Monitoring the secondary trades is
also a useful process for (re)insurers since
the capital markets are analyzing many other
consumer debt classes of business that (re)
insurers are not underwriting. The debt side
may be a good bellwether for (re)insurers.
The GSEs have released massive amounts
of data that third-party vendors have used
to build models. This same data is being
used by some (re)insurers to build their
own models as additional inputs beyond
the third-party models.
As this risk has begun to accumulate
with reinsurers, there are now retrocession
opportunities developing. Those cedents
are looking to unlock any capacity
constraints so they can redeploy their
capital for newer transactions. This is
attracting reinsurers who are unable to
work directly with GSEs due to collateral
or rating restrictions.
As (re)insurers seek opportunities for
profitable growth, the residential mortgage
credit risk market provides portfolio
diversification and capital management
benefits. Guy Carpenter provides guidance
to clients about participation in mortgage
credit risk transactions. l
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As the public sector seeks greater catastrophe protection and new
terror and cyber threats emerge, data and analytics are advancing
our understanding of previously uninsurable or underinsured risks.
Guy Carpenter is deploying new modeling platforms, dedicated
capital resources and specialized distribution channels that help
our clients achieve profitable growth.
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Guy Carp urges P&C underwriting rethink
Guy Carpenter has warned property and
casualty insurers they must rethink their
underwriting strategies with the industry’s
operating environment having changed
radically in recent years.
According to the reinsurance broker’s
2018 Risk Benchmarks Research Report,
what have been stable business lines saw
significant volatility in 2017. At the same
time, other classes of business that have
struggled to produce an underwriting
return enjoyed much better success
in 2017, with some posting levels of
profitability not seen in decades.
“The accelerating rate of change has been a
constant in the P&C insurance market over
the past several years,” according to Tim
Gardner, chief executive of North America
for Marsh & McLennan Companies’
subsidiary Guy Carpenter. The recent
performance of the P&C industry seems a
departure from the long-term trend, rather
than the familiar regression towards it.”

What has historically been a fairly
straightforward underwriting cycle has, in
the words of Guy Carpenter, “decoupled
materially across long-tail casualty lines”.
Profitability, growth and reserve
development are all shifting in widely
different directions, both by line and by
segment, Guy Carpenter noted in its report.
Looking specifically at the casualty market,
the study found that within the auto sector,
claims frequency and severity increased
as road congestion, repair costs and jury
awards grew, road speeds increased and
drivers got distracted by devices.
“These trends represent a shift for
many carriers who, until recently, viewed
personal auto insurance as a steady source
of profitability, causing some to focus on
homeowners or diversify into commercial
lines,” the reinsurance broker explained.
Elsewhere, more than 60% of workers’
compensation carriers have posted an
underwriting profit since 2013. That has

occurred even though rates in the segment
have reduced.
“Though decreasing job readiness and
trends in opioid abuse and legalized
marijuana may impede future profitability,
advancements in claims management
and workplace safety are helping carriers
manage risk, and many are already
adjusting loss trend assumptions for such
innovations,” Guy Carpenter highlighted.
In the commercial casualty insurance
market, business lines saw performance
diverge to an extent not seen in over 20
years. Correlations on initial and ultimate
booked loss ratios dropped from nearperfect dependence to near independence
or negative correlation in some cases, as
line-specific claims and exposure trends
trumped cyclical market conditions.
“If this decoupling persists it could mean
an increase in diversification benefit for
carriers writing multiple commercial
casualty lines,” the report states. l

Blanch emerges with COIN Re
Industry veteran Ted Blanch is hoping to
upend the broker carrier relationship with
his newest venture COIN Re. The Tampa,
Florida-based firm was launched on July 1,
with the Property Casualty Association of
America’s annual event in Miami serving as
its official launch party.
According to Blanch, COIN Re will
focus on the domestic primary market
in its native state of Florida. That sector
has seen considerable growth in the past
few decades, supported largely by the
reinsurance market.
“Local Florida insurers – who provide
much of the storm coverage in this state
– are heavily covered by reinsurance,
which entails a considerable cost burden,”
Blanch said. “We are looking to change the
paradigm of the broker client relationship.”
“Our goal is to align the interest
of the carriers and the brokers. The
reinsurance market is heavily tilted in
favor of reinsurers, who possess significant
12 | www.reactionsnet.com

Ted Blanch

advantages in terms of size and the ability
to negotiate rates,” Blanch said.
“The new company, whose name is an
acronym of Client Owned Intermediary
Nexus, is based on a pricing and ownership
model radically different from reinsurance
broker industry norms,” COIN Re said
in a statement. COIN Re is hoping to
do so by allowing clients to unbundle its
services, such as analytics, which will help
reduce the end cost for carriers that may

not necessarily need a suite of third party
solutions. The firm is also offering clients
investment opportunities.
“We offer carriers an opportunity to
invest in the company, and in the aggregate
we expect our client investors to own more
than 50% of the company,” he said.
According to COIN Re, the end result
will be “market economics tipping back to
ceding companies with resultant improved
reinsurance program pricing, lowered
frictional costs and revenue distribution
and equity value accumulation back to the
insurance companies”. An added benefit
will potentially be improved rates for the
end consumer. The firm will focus on
primary carriers in the homeowners’ space.
Blanch is no industry newcomer, having
joined joining his father’s firm, EW Blanch &
Co in 1958. He became CEO in 1977 and
has served in various positions within the
industry ever since. He intends for COIN Re
to expand beyond Florida in the future. l
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SCOR

A GL business model for the future
SCOR US is well equipped to build up its general liability portfolio in the US in a way that benefits its clients,
says team leader Nick Nudo.
What’s the scope of SCOR’s GL
business in the US today?
SCOR has grown gradually into the general
liability space. Our increased presence
was well received by our clients with
whom we usually already had short tail
business and we were able to round out the
relationship and provide new solutions.
Our GL strategy initially focused on E&S
non-admitted business. We have since
expanded this risk appetite to include most
primary and excess GL exposures. Our
capacity is broad-based across many classes
of business, although we monitor the high
impact classes and Fortune 1000 business
closely. We currently see ourselves just
within the top 10 of US casualty reinsurers.
Our ambition is to mirror our global
status of top five. This ascent will not be
forced and will happen naturally through
expanded relationships with our current
client base.

How do you incorporate the latest
modeling techniques as you grow GL
business with clients?
Industry modeling capabilities are
developing rapidly and SCOR is at the
forefront of these changes. SCOR partners
with several industry experts and our
dedicated casualty modeling team uses
several tools and methods to leverage these
capabilities and deploy them not only
into our underwriting process but also
as a service to our clients upon request.
Internally, we focus on the monitoring
of per occurrence accumulations, PML
accumulation of known and emerging
chemical/biological BI agents, high hazard
classes of business/territories, and clash
components within our portfolio.
Externally, we provide these same
analyses to our clients to help them
improve their risk selection. The ultimate
purpose for SCOR and our clients is
to optimize our casualty portfolios by
avoiding over-aggregation and placing

capacity in portfolios and classes of
business where returns are highest, with an
exposure balance across the portfolio.
SCOR is able to review a client’s casualty
portfolio and detail certain latent BI levels
of exposure. We are able to provide this
service to our core clients in order to
work with them on potential portfolio
optimization solutions including, but also
beyond, traditional reinsurance.

What potential issues are on the GL
road ahead for primary companies
writing GL business?
The last two years have given the industry
more than enough headline casualty losses.
The MGM shootings, multiple wildfires,
and recently the large judgments for talc
and glyphosate to name a few. It’s too early
to declare increased loss severity as a solid
trend. However, the evidence for increased
large jury verdicts is solid. And this trend
is applicable to GL and PL. How these
verdicts affect claim-handling and insurers’
willingness to settle and avoid trial will
be interesting.

How would you describe US GL market
conditions in the run-up to renewals?
For most of our clients, we currently see
improved rate lift and better terms and
conditions, particularly for classes in need
of improvement. Whether or not that rate
lift is keeping up or exceeding loss trends
varies. Standard market GL has low single
digit rate lift. And not all GL portfolios
require the same lift – depending
upon their prior underwriting and
pricing management and results.

What is SCOR’s renewal
strategy for 1/1/19?
Since late 2017, we’ve viewed
this market as being in
a correction phase for
insurers and reinsurers.
Terms are being right-

sized, based on loss experience. While
maintaining our core relationships,
we look to continue improving terms
for reinsurers. And, simply based on
loss trends, reinsurance terms need to
keep improving.

What are the main drivers of
the longer-term outlook for the
reinsurance market?
The main drivers are demand and capacity.
If reinsurance capacity outstrips demand,
reinsurers will have difficulty obtaining
their target returns. After several years
we’re seeing GL reinsurance demand
pick up for a variety of reasons. Some
cedants are regretting their prior year
net retentions. Some are buying again to
reallocate capital to shorter tail lines. For
some it’s a combination of both. Either
way, capacity is still ample – and capacity
has only increased following several years
of M&A.

How does SCOR help insurers achieve
their objectives?
SCOR has been very successful over the
years establishing broad based relationships
with our clients across multiple lines
of business. We are an underwriting
company first and will focus our efforts
on business we target and forecast for
profit. However, our approach for strong
corporate relationships provides clients
with capacity for new lines of business,
expansion of current lines, and hard
to place lines. In addition, we have
centers of expertise in areas such
as GL modeling and casualty clash,
cyber, flood, and CAT modeling; as
well as on non-traditional solutions
for capital or earning/frequency
protections. We enjoy direct
dialogue with our clients
and brokers on these
topics, which benefits
both parties. l
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EDITORIAL BOARD
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eactions has created an editorial board to
help inform and direct our editorial policy.
The board consists of some of the most
senior figures from the global re/insurance market
who will provide us with insight and guidance on
the biggest topics impacting the industry.
These individuals work for insurance and
reinsurance underwriters, third party capital
managers, brokers, industry bodies and a variety
of service providers. It consists of members based
around the globe in re/insurance industry centres
such as London, New York and Bermuda.
Reactions’ editorial team regularly speaks
with many of the leading figures in the global
re/insurance industry to hear their thoughts on
the major issues and topics affecting the market.
These conversations form the basis of many of the
interviews and features we publish online and in
print, but they also help to inform us of issues and
themes that may be of interest to future articles.
But we wanted to formalise that entire process
through the creation of the Reactions Editorial
Board. The board will provide a valuable industry

insider’s insight with what the true talking points
within the industry are.
The Editorial Board would also help to direct the
tone and publishing policy of the magazine. The
board’s members will provide a sounding board
when new ideas for the publication are put forward.
Furthermore, the executives that sit on the
Reactions’ Editorial Board will provide feedback
on the articles and wider coverage we generate
so that we can gain better insights into what it is
our readers want. These discussions will also help
influence what we offer our subscribers in the
future.
We are pleased to present the current makeup of our Editorial Board. This group of senior
industry executives from around the world includes
the leading figures from some of the biggest
re/insurance businesses in existence.
The group is not complete however, and we are
striving to make sure that our Editorial Board
better reflects the diverse nature of the vibrant
industry that Reactions reports on. As such, you
will see this group evolve in the coming months.

Dominic Addesso,
President and Chief
Executive; Everest Re

Grahame Chilton,
Chairman; Capsicum Re
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Pina Albo, Chief
Executive; Hamilton
Insurance Group

Dominic Christian,
Executive Chairman;
Aon Benfield
International and Chief
Executive; Aon UK
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Michael Consedine,
Chief Executive; NAIC

Eduardo Fábrega, Chief
Executive; ASSA

Franz-Josef Hahn,
Chief Executive Officer;
Peak Re

Andrew Horton, Chief
Executive; Beazley

Corneille Karekezi,
Group Managing
Director and Chief
Executive, Africa Re

Steven Levy,
President and CEO –
Reinsurance; Munich
Re America

Howard Mills, Global
Insurance Regulatory
Leader; Deloitte

Mike Morrissey,
President and Chief
Executive; International
Insurance Society

Frank Nutter, President;
Reinsurance Association
of America

Maamoun Rajeh,
Chairman and Chief
Executive; Arch Re

Benedict Reid, Associate
Partner; EY

Stephan Ruoff, Chief
Executive and Head
of Europe; Tokio
Millennium Re

David Sampson,
President and Chief
Executive; Property
Casualty Insurers
Association of America

Brandon Sweitzer,
Dean; St John’s School
of Risk Management,
Insurance and
Actuarial Science

Mark Watson, President
and Chief Executive,
Argo Group

Karen White, Chief
Executive, RMS
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Regional carriers still important
Smaller regional and mutual carriers are a
source of stability for brokers, according to
Scott Rubenstein, executive vice president
at Willis Re.
“Regional carriers are an important piece
of the puzzle,” he said.
Any broker not focusing on regional and
mutual carriers is already behind the curve,
Rubenstein believes.
He adds that mutual and regional carriers
are more likely to remain stable and
predictable with their underwriting
strategy, as they do not have to
manage exposures on a global or
national scale.
Mutual insurers especially are
also not beholden to the whims of
their shareholders.
“Mutual insurers are

evolving just like anyone else. They’re
not pressured by Wall Street, or focused
solely on earning returns,” he said. “The
shareholders are not their number one
priority, the policyholders are.”
“And while they are evolving, changes are
carefully considered and evaluated. They
don’t just jump from one line of business to
another, and that’s what makes mutual and
regionals great is that they’re very consistent
in their appetite,” Rubenstein added.
“As a policyholder you don’t have to
worry about your company waking
up tomorrow and deciding they
don’t want to write commercial
auto or workers’ comp, or
they’re suddenly pulling out of
property,” he said.
But just because a

company is a mutual or regional in nature,
does not mean it has to be small.
According to Rubenstein, he has worked
with regional carriers that bring in $1bn
in premium a year, with a focus on many
different lines of business.
Still, many regional carriers are focused
on just a few lines of business, highlighting
the diversity of the space.
From the carriers’ perspective, there
has been concern about partnering with
larger brokers as a small to medium sized
enterprises (SME), but Rubenstein was sure
that Willis Re would be a good fit for all
different sizes of companies.
“Willis Re gets grouped in with the big
three brokers, but we’re still small enough
that our core offering is applicable to firms
of all sizes,” Rubenstein explained. l

Reinsurers must reconsider growth
Opportunities for growth are available to
reinsurers, but companies may need to
reconsider what form of coverage they are
offering in order to take advantage of them.
As George deMenocal, president and
chief executive of Aon’s reinsurance
solutions business in the US, told Reactions,
there has been a shift in clients’ thinking
of buying reinsurance. As he explained,
clients are shifting from purchasing capital
protection to coverage that manages
earnings volatility, for example buy downs,
per-risk protections and working covers.
Much industry talk in recent years has
been on trying to tap into some of the vast
quantities of uninsured risk that exist and
growing the overall business through that.
And while there is plentiful catastrophe
exposure that is as yet uninsured, especially
in some of the emerging markets, the
involvement of the capital markets in that
class of business means there is considerable
competition at play. As such, deMenocal
believes reinsurers will find more opportunity
in providing protection for those products
that manage earnings volatility.
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“We have to recreate the value
proposition to the client,” said deMenocal.
“The ILS market is growing in cat – and so
the traditional market can’t always make
the same historical margins in cat. So some
reinsurers are looking at what the banks
are doing and seeing whether they can get
into their space.”
In recent years, the reinsurance industry
has made significant strides in the
mortgage and credit markets, and it is this
forward-thinking that is changing and
resculpting the sector.
“There are some people in the industry
recreating what reinsurance is. They are
moving reinsurance down a path which is
more consultive, diagnostic and focused
on growth creation with less emphasis
purely on the transaction, as was the
case in the past,” said deMenocal.
To that end, deMenocal said Aon
was adding talent to help meet
clients’ demands.
“We’ve added talent in a lot
of areas, including farm,
agriculture, food

products and pandemic,” he said.
While deMenocal says the reinsurance
market is shifting to incorporate more of
this consultancy-style offering, he said the
transactional aspect of the sector remains
as important as ever, explaining that the
whole industry is growing with one part of
it increasing in size rather than the other
dwindling.
“The transaction is still there and it’s
still important – it is still a growing part
of the business. Transactions are growing
alongside gross domestic product which
is also getting bigger.” This shift towards
the reinsurance industry becoming more
consultive has come about due to the
investment in talent, deMenocal explains.
“We have a lot of consultive individuals
on our team. For instance, our analytics
folks are continuously considering
our clients’ exposures in all areas, and
how they can help them to grow their
business in lines as diverse as voluntary
flood, cyber, insurtech, food and farm,
infrastructure and credit risk,
and other risks.” l
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