
Inflation and legal uncertainty behind Ian’s $60bn+ loss potential
In the days since Ian made landfall around Fort Myers as a 

dangerous Cat 4 hurricane, the relief of a Tampa Bay miss has 
given way to a realization that the size 
and intensity of the storm combined 
with inflation and Florida’s unique 
litigation environment could send the 
ultimate loss to $60bn and beyond.

Even at half of that size, the 
impact of insured industry losses 
would have sent an already fast-
hardening property cat reinsurance 
sector into true hard market territory 
for 2023 renewals, as we discussed 
in our lead article in Sunday’s APCIA 
Daily.

But if the storm comes in around 
Karen Clark & Co’s (KCC) close to 
$63bn “flash estimate” of private 
market insured losses, then the impact on dynamics in the 
sector would be even more severe, threatening wider ILS 

losses and a near disappearance of retro capacity at 1.1, 
sources have warned.

As previously reported, a $20bn 
Florida insured loss is typically seen 
as the level to attach traditional retro 
cover, but a loss in the $60bn plus 
range would also bring cat bonds into 
play.

Pre-Ian it had been suggested 
the best that most ILS funds writing 
collateralized reinsurance and retro 
could hope for at 1.1 was to deploy 
extra capacity from retained earnings 
amid an already challenging capital 
raising environment.

Reading across from ILS fund 
Plenum Investments reporting late 
last week that a $50bn industry loss 

would wipe out its 2022 annual expected return, that prospect 
looks to have disappeared for the segment.
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A combination of slowing rate increases, accelerating loss trends, 
inflation, rising interest rates and stress in the property cat 

market will all contribute to what many expect will be a significantly 
more complicated and hard-fought long-tail reinsurance renewal 
period than in recent years.

Sources said the most significant theme 
heading into the year-end renewal period 
is expected to be a sharp uptick in demand 
for long-tail lines covers, including casualty 
and professional liability.

That is being driven by a complicated set 
of factors, including buyers’ ambitions to 
leverage relatively more profitable long-tail 
lines business to get more-difficult-to-place 
treaties over the line. 

Perhaps critically, however, it is a reflection of growing 
pressure among buyers to cede more business as balance 
sheets have become increasingly stressed.

Broking and underwriting executives alike have widely spoken 
about booming retained premiums on long-tail lines portfolios, 
property cat loss pressure, and depressed asset values from 
climbing interest rates as among the critical factors that could 

pressure cedants to buy more cover.
Executives flagged some of the small or medium-sized 

specialty carriers in particular – with some naming a cohort of 
companies that include Axis, Allied World, Sompo, and Argo as 
examples – that have retained more business in recent years as 

underlying rates have surged, but that could 
now look to up their cessions.

“They’ve almost essentially not bought 
reinsurance. They’re keeping it on their 
balance sheet because they believe the 
business is going to be so ridiculously 
profitable. They don’t want to pass that on 
to reinsurers,” one executive commented.

Ratings agency AM Best published figures 
in early September that showed 18 of 

the top 25 surplus lines writers in the US growing their non-
admitted writings by more than 20 percent in 2021 – and all but 
2 of the top 25 writers growing their surplus lines premiums by 
double digits.

“You’re keeping that extra $200mn, $300mn, $400mn out of 
nowhere year-on-year that you are going to have to account for 
on all your ratios for capital adequacy,” Continued on page 14

Reinsurers and brokers expect shift in casualty renewal dynamics

Early Ian loss data points
Source Estimate Date

~$63bn 1-Oct

 
* $50.9bn 29-Sept

$28bn-$47bn 29-Sept

$25bn-$40bn 29-Sept

* The mean of a range of stochastic events output, not 
an official loss estimate  
Source: Company announcements; The Insurer intel
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And the issue of trapped collateral as a 
result of Ian means that there are now 
fears that retro in particular may be 
almost impossible to source at the level 
needed by some reinsurers to support 
their current level of cat appetite.

That means that a swathe of the 
property cat reinsurance capacity that 
had been anticipated to be available 
for 2023 may now be diminished, even 
without the impact of investment 
writedowns on balance sheets and 
currency movements for European and 

Lloyd’s reinsurers.
The net result points to a further 

meaningful contraction of cat capacity at 
a time when buyers are looking to secure 
between 10-20 percent more limit for 
the impact of inflation on their books of 
business.

The Irma comparison
The escalation of the view on expected 
Ian industry losses from an initial 
consensus of $30bn-$40bn to $50bn-
$60bn and beyond is largely driven by 
concerns about the impact of economic 
inflation on the cost of rebuilds and 
repairs to compound the typical demand 
surge factor – and social inflation in a 
state that accounts for the majority of 
litigated homeowners claims in the US.

KCC’s estimate of close to $63bn – a 
level that would make the storm the 
costliest in Florida history in nominal 
terms – includes residential, commercial 
and industrial property losses as well as 
those to autos.

It incorporates buildings, contents and 
business interruption impacts, and is 

based on privately insured losses from 
wind, storm surge, and inland flooding.

It does not include NFIP losses, boats 
and offshore properties, uninsured 
flood losses, or uninsured wind losses, 
including those under deductibles.

The NFIP component has been 
estimated elsewhere as being as high 
as $10bn (totaling the federal-backed 
entity’s reinsurance cover), which would 
push overall insured losses beyond 
$70bn, if the KCC projection proves 
accurate.

Critically, the KCC estimate does factor 
in estimated demand surge and the 
estimated impacts of excess litigation in 
Florida.

And these are the two elements that 
multiple sources have said will have 
the biggest part to play in determining 
whether Ian moves from the lower band 
of early industry loss estimates in the 
$30bn to $40bn range to $60bn or even 
higher.

As comprehensively reported by this 
publication in recent years, Florida’s 
litigation environment has been the 
major cause of soaring loss ratios at 
domestic homeowners carriers, sending 
the sector to the brink of collapse and 
already leading several companies into 
insolvency. With Ian’s footprint down 
the coast from Tampa, the lion’s share 
of the loss from the storm is expected to 
be in the residential insurance market 
– even though there will be significant 
commercial losses in property (including 
hotels and resorts decimated near 
landfall), inland marine and other lines of 
business.

AM Best goes negative on Scor
AM Best has revised the outlook 
to negative on Scor’s A+ (Superior) 
financial strength and “aa-” (Superior) 
long-term issuer credit ratings, with 
the rating agency citing the French 
reinsurer’s recent elevated life and 
non-life losses. AM Best said: “The 
group is currently implementing 
remedial actions to improve 
underwriting performance, which 
AM Best will continue to monitor. 
Should the underlying performance 
not improve in the short-to-medium 
term, a further negative rating action is 
likely.”

 
G1 shutters energy unit
Iowa-based mutual insurance company 
GuideOne has shut down its energy 
business written through both its MGU 
CGA and the open-market brokerage 
channel – a combined portfolio that 
reached just under $140mn in premium 
at its peak, The Insurer revealed Friday. 
CGA was launched in 2020 under 
GuideOne’s former head of specialty 
Mark Groenheide, with an energy 
division within the MGU led by Lisa 
Chines who had joined from Navigators 
Insurance.

 
Neches named Fortitude Re CEO
Fortitude Re has announced former 
AIG executive Alon Neches is moving 
from his current position at the legacy 
giant’s backer Carlyle Group to step in 
as president and CEO with immediate 
effect, taking over from James Bracken, 
who is leaving to pursue other 
opportunities.

NEWShorts

Continued from page 1: Inflation and legal uncertainty behind Ian’s $60bn+ loss potential

Ian coverage caveat
With Hurricane Ian a fast-changing live cat 
event in the last week, we wanted to remind 
readers that some of the interviews with 
industry executives and feature contributions 
featuring in our APCIA Dailies were conducted 
and written before the storm emerged as a 
threat. Consequently, comments on market 
conditions come with that caveat.

For full, up-to-date coverage of the fallout 
from Hurricane Ian please visit theinsurer.com 
and look out for our breaking news alerts.

Continued on page 5
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For all the headlines in trade publications such as The Insurer 
about the impact of Hurricane Ian on the insurance industry, 

we must not ignore the human tragedy of the 
event and its burden on Floridians – as well as 
the glaring light it shines on the issue of the 
protection gap.

Arguably the most notable data point in 
Karen Clark & Co’s flash estimate on Friday 
was not the $63bn insurance industry 
insured loss estimate, but the gap between 
that and the $100bn+ economic losses 
expected from the storm.

Despite the obvious risk on Florida’s west 
coast of storm surge in the event of a major hurricane, 
consulting firm Milliman reportedly estimated that only 
18 percent of those in areas under evacuation order for 
Ian had flood insurance in place. Even though Florida 
buys more flood insurance policies than any other state, 
only around 13 percent of homes statewide have coverage 
either from the NFIP or the burgeoning private market.

And in the wind v water balance that will define the 
distribution between economic and insured losses in the 
homeowners market, Ian – at least initially – looks to be 

a greater water event than wind. As one senior source 
suggested to this publication, industry-focused coverage 

of the storm makes for great headlines 
given the huge implications for a market 
already in turmoil, but loss events like this 
are so much more than numbers on a page.

“There’s human suffering here and it’s 
incumbent on the industry to figure out 
how to have a more sustainable market 
and to improve that market,” they said. 

The Florida homeowners market was 
already dysfunctional – demonstrated by 
the flurry of corporate failures this year 

with more expected to follow post-Ian. Its homeowners 
pay almost three times the average in premium, and 
yet still most of the state is not covered for flood. The 
creaking NFIP will come under huge pressure as a result 
of Hurricane Ian claims, despite the relatively low 
penetration. That should be seen as an opportunity for 
the private market. But with the capacity crunch already 
in full effect and risk capital retrenching amid climate 
change concerns, will the industry have the willingness, 
or ability, to respond?

The litigation factor
With homeowners claims those most often litigated, 
KCC stated that it has built into its estimate a 
comparable proportion of excess litigation as occurred 
in Hurricane Irma.

But this assumption is 
the one that is already 
causing debate in the 
market, with some 
suggesting it is an overly 
cautious approach that 
doesn’t reflect changes 
that have occurred 
since Irma hit Florida in 
September 2017.

Irma was notorious for 
causing significant loss 
creep at many players 
in the Florida domestic 
homeowners market, 
taking a number of players 
to the top of their cat 
towers.

As the chart on page 3 shows, there was significant 
development over the first 450 days after landfall, with 
the loss up 26 percent, although the level of creep was 
less than for Wilma (69 percent) and Ike (54 percent).

The problem though was that Irma kept on creeping, 
as was illustrated in the results of the then five 
publicly-traded Florida homeowners carriers.

By the end of the first quarter of 2021 – three-and-
a-half years after the 
storm made landfall in 
Florida – UPC Insurance 
and Universal P&C had 
both seen their ultimate 
loss increase by 3.4x 
their original estimates 
back in Q3 2017, while the 
other three carriers had 
deteriorated by between 
1.9x and 2.9x.

Since then, of course, 
there have been a series 
of reforms aimed at 
addressing the assignment 
of benefits (AOB) driven 
surge in litigated claims 
(including reopened 

claims) that drove those losses – most recently in this 
year’s special session of the Florida legislature.

Other potential contributors have also changed, with 
deductibles now meaningfully 
higher. And the increase in the 

There’s human suffering here 
and it’s incumbent on the 
industry to figure out how 

to have a more sustainable 
market

David Bull,
North 
American 
Editor
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Hurricane Irma estimate ($mn)
Company Q3 

2017
Q4 
2017

Q4 
2018

Q4 2019 Q4 2020 Q1 
2021

Multiple of 
original

HCI 267 267 411 508 (Q3 
2019)

* * 1.9x

UPC 400 400 900 1200 * 1350 3.4x

Universal 452 447 956 1400 1550 (Q3 
2020)

* 3.4x

Heritage 388 560 900 915 (Q3 
2019)

* * 2.3x

FedNat * ~300 675 868 * * 2.9x

*No update provided
Source: BDO

Continued from page 3: Inflation and legal uncertainty behind Ian’s $60bn+ loss potential

Continued on page 6

Ian highlights protection gap challenge
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Florida Hurricane Catastrophe Fund’s 
(FHCF) loss adjustment expense (LAE) 
cap to 10 percent means that a bigger 
proportion should be ceded to the 
vehicle than in Irma.

Lumber costs are actually back to pre-
pandemic levels, while loss adjusters are 
currently not occupied by multiple major 
events – in contrast to Irma.

As one senior source described it, a 
best-case scenario for the insurance 
industry would be based on those factors, 
as well as Ian’s path over an area of the 
state where many roofs were upgraded 
in recent years to building code, the fact 
that most homeowners typically exclude 
storm surge – and the hope that courts 
will uphold that language – and that 
legislative reforms have teeth.

Another source suggested that the 
sheer volume of Ian claims will be too 
great for litigators to address given their 
own limited capacity, so that while the 
dollar number of litigated claims in the 

aggregate might be high, the percentage 
of overall claims is likely to be lower than 
in Irma.

The worst-case scenario would see 
some of those factors negated by political 
pressure to bailout homeowners, litigated 
claims percentages match Irma, and the 
impact of economic inflation cause a 
worse-than-expected amplification of 
loss.

Slow development
Which side Ian ends up on will not be 
known for some time, however. It took 
more than a year for Irma ultimate loss 
estimates to double at the quintet of 
publicly traded Floridians and another 
two years or more for the final tally to 
be pronounced for at least one of those 
insurers.

That means “official” industry loss 
estimates such as that from PCS could 
understate the ultimate loss for quite 
some time.

It was suggested that although a 
number of domestic carriers are likely to 
go through their cat programs eventually, 
the pressure on those companies means 
that they are extremely unlikely to 
reserve at a level factoring in that kind of 
a scenario in the first year as they look 
to get through to the next reinsurance 
renewal.

Another source said higher loss 
estimates for Ian may be “overbaking 
the fraud impact” and that some of the 
legislative changes will be helpful.

“But the models may underplay 
demand surge and inflation, which is 
going to be horrific,” they added.

Amid the great level of uncertainty 
around the ultimate impact of Ian it is 
clear that the event will have far-reaching 
consequences for the Florida homeowners 
market, cat appetites of insurers and 
reinsurers and negotiations in the buildup 
to 2023 renewals where cat capacity is 
going to be extremely hard to find.

Early data points on Ian industry loss
Company Estimate Date Note

 

* ~$63bn 1-Oct KCC released its flash estimate of private market insured losses from Ian in the US and Caribbean 
of close to $63bn. Includes residential, commercial and industrial property losses as well as autos. 
Incorporates building, contents and BI, based on privately insured loss from wind, storm, surge and 
inland flooding. Factors in estimated demand surge and impacts of excess litigation in Florida

 
* $50.9bn 29-Sept Corresponds to a new client update from RMS providing a range of stochastic events (STEP tool) output 

for Hurricane Ian. Mean loss of $50.9bn for wind only, including loss amplification, based on exposures 
across all US lines. RMS pre-landfall guidance was $43.4bn

$28bn-
$47bn

29-Sept Insured wind losses for residential and commercial properties in Florida are expected to be between $22bn 
and $32bn while NFIP and non-NFIP storm surge losses are expected to be an additional $6bn to $15bn

$25bn-
$40bn

29-Sept Fitch’s initial analysis suggests that insured losses could range from $25bn-$40bn for Florida, which 
could increase depending on the effect of the storm in the Carolinas. It said this compares to Hurricane 
Katrina’s $65bn in 2005, winter storm Uri’s $15bn in 2021 and Hurricane Ida’s $36bn in 2021

Low 
$30bn 
range

29-Sept KBW analyst Meyer Shields said Hurricane Ian’s relatively rapid weakening points to losses at the low 
end of the indicative $32bn to $40bn estimates provided by modelling firms ahead of landfall

  

† $32bn 28-Sep 
(updated 
29-Sep)

On 28 Sep, Citizens confirmed a $3.8bn loss estimate based on at least 225,000 claims (thought to be 
based on an earlier projected track for the storm into Tampa Bay). On 29 Sep, Citizens provided an 
update suggesting modeled indemnity losses and LAE before risk transfer ranging from $1.9bn to $3.7bn, 
with a claim count ranging from 100,00 to 150,000. However, when loss amplification is considered, 
Citizens’ claims team continues to estimate claims count to around 225,000, meaning the initial $3.8bn 
figure is still within reason. Analysis from The Insurer suggests that would equate to a $32bn residential 
insurance market loss

$24.8bn 28-Sept Estimate of industry exposure to Hurricane Ian is based on the relative performance of (re)insurance 
stocks covered by Wells Fargo against the S&P 500. Equity analyst Elyse Greenspan acknowledged that 
looking at the implied Hurricane Ian losses priced in so far creates a high range of losses

† Industry loss estimated by The Insurer by extrapolating Citizen’s company loss figure
* Corresponds to preliminary client guidance seen by this publication
Source: The Insurer

Continued from page 5: Inflation and legal uncertainty behind Ian’s $60bn+ loss potential
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TransRe’s Ken Brandt has said the reinsurer is keeping 
a close eye on the impact of inflation on its casualty 

portfolio, particularly for D&O liability, 
and revealed the Alleghany subsidiary will 
consider expanding into cat again but only if 
pricing and terms sufficiently improve.

Speaking to The Insurer at the Monte 
Carlo Rendez-Vous, the TransRe president 
and CEO was asked about the hottest 
topic in the sector, as reinsurance brokers 
and cedants sought to gauge reinsurers’ 
appetite for catastrophe risk amid a 
demand-supply imbalance.

As previously reported, it is anticipated 
that insurers will seek as much as $20bn 
of additional limit in the US alone at 1 
January as they react to surging inflation.

TransRe – whose parent is set to be 
acquired by Berkshire Hathaway in a deal 
slated to close in Q4 – has significantly 
de-risked its portfolio, including cutting 
40-50 percent of its aggregate this year, with most of 
the retrenchment relating to lower layers and aggregate 
covers.

Brandt described those lower layers as “providing 
earnings cover with a cat name on it” in recent years, as 
they have been hit by the frequency of mid-sized losses 
from primary and secondary perils. 

But in a fast-changing market environment, Brandt 
said the reinsurer could reassess its position and be 
opportunistic at 1.1 if conditions move far enough in the 
favor of reinsurers.

“If prices go up sufficiently enough, we have no 
financial limitation or psychological limitation to re-
expand our cat aggregate, but prices and terms have to 
improve,” he said.

“I don’t think it’s going to be on the lower layers, 
which I see as earnings covers not cat covers. If there 
are opportunities above that for good customers and 

we can get the terms and the price we need, then I have 
no problem re-expanding immediately,” he said.

The executive said that at this stage it 
is hard to call the outcome of the key 1 
January renewal and the potential for new 
capital to enter the market.

The expectation from multiple sources 
canvassed by this publication in Monte 
Carlo is that interest from ILS capacity is 
likely to focus on cat bonds, higher up in 
excess-of-loss property cat structures.

With traditional reinsurers looking to 
attach higher to move away from bottom 
layers and ILS capacity potentially 
mopping up demand at the top, that 
could lead to more of a supply-demand 
match in the middle layers, which could 
impact pricing dynamics and diminish the 
opportunity.

The inflation effect
With much of the industry focused on the impact 
of inflation on property cat demand, there has 
arguably been less discussion about the potential 
effect on longer-tail lines of business in casualty and 
professional liability.

Those are both areas in which TransRe has been 
significantly growing in recent years as it has 
rebalanced its portfolio along with its de-risking in cat.

Brandt said the reinsurer is increasingly cautious 
about the claims outlook for casualty business, 
particularly D&O, now that runaway inflation is hitting 
markets across the globe.

“We think that 2022 is probably a peak year, 
particularly in D&O, probably in some other casualty 
lines. Inflation is now 8, 9 or 10 percent, depending on 
where you want to look,” he said.

Pricing will struggle to keep up with deteriorating loss 
ratios, Brandt suspects.

TransRe open to 
regrowing cat book but 
cautious on casualty 
inflation impact 

If prices go up sufficiently 
enough, we have no financial 

limitation or psychological 
limitation to re-expand our 

cat aggregate, but prices and 
terms have to improve

TransRe’s Ken Brandt says the 
reinsurer is open to growing 

again in cat at the right price after 
recent de-risking 
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“If you’re going to have sustained 
inflation at those higher levels, I don’t 
think the industry will keep up, and 
I think we’ll have a problem pretty 
soon if inflation is sustained over a 
prolonged period,” he added.

Although property broadly 
dominated discussions last month at 
Les Rendez-Vous, this publication has 
previously reported on the shifting 
dynamics in casualty, most notably in 
D&O, where pricing has been coming 
off rapidly in 2022 after compounded 
increases in the previous few years.

That has led to suggestions that 
the deal economics on quota shares 
are beginning to come under the 
spotlight as reinsurers look to apply 
downward pressure on ceding 
commissions that have been in the 
mid 30s.

The Insurer has reported on several 
proportional deals that have seen 
some ground won back by reinsurers, 
while broker reports have pointed 
to a stabilization in the market and signs 
of some pressure from reinsurers in the 
second half of this year.

Although he wouldn’t comment on the 
specifics of cede commissions in casualty 
and professional liability, Brandt noted that 
adverse development is beginning to show 
up in carrier submissions in relation to the 
2013 through 2018 accident years.

“And then you know there’s adverse 
development that’s not showing up in the 
submission,” he warned.

Primary insurance pricing has been 
strong for professional lines business, 
Brandt suggested, which through quota 
share deals has helped TransRe in its 
pivot away from catastrophe risk. “In the 
last three years, particularly in the US, 

the professional lines and casualty 
market have been quite strong in 
the original market,” said Brandt. 
“Rates have gone way up, limits have 
come down. The vast majority of our 
portfolio is quota share, so we’ve 
gotten a direct benefit from that.”

Ceding commissions are at all-time 
highs, Brandt noted, although he 
expects them to begin to drop.

“Since the market has been so 
strong over the last couple of years, 
the economics allowed you to 
provide a higher ceding commission 
than you normally would. But those 
economics are changing, the market 
is coming off. And those ceding 
commissions are going to have to 
start coming down,” he said.

Selective on D&O
Brandt said in that kind of 
environment, TransRe will be 
selective with the deployment of 
its capacity to support first- and 

second-quartile performers.
Commenting on the dynamics leading 

to softening on the underlying insurance 
business, he noted the impact of SPAC-
related revenue dying off after the boom 
of the previous few years, as well as the 
muted IPO environment amid the current 
market volatility.

That has led to more competition in 
other areas of the line of business as 
carriers look for premium. At the same 
time, securities class action volume is 
lower this year.

Brandt offered a more optimistic outlook 
on casualty pricing, as he said he thinks 
attractive conditions on the underlying 
business have a chance of extending 
another year in that segment.
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If you’re going to have 
sustained inflation at those 

higher levels, I don’t think the 
industry will keep up, and I 
think we’ll have a problem 
pretty soon if inflation is 

sustained over a prolonged 
period

TransRe CEO on inflation concerns 
if underlying pricing fails to keep 

pace

The cyber opportunity
TransRe has been intentionally underweight in cyber as the 
market has grown dramatically over the last five years or so, 
but it has grown its book in 2022.

“If you’re not going to write cyber now, you’re probably 
saying you’re never interested in cyber. We grew it off a 
small base and probably doubled it this year, but we’re still 
relatively underweight,” said Brandt.

He explained that the reinsurer is highly selective about 
which underwriters it supports in the cyber market and is 
currently growing with just two clients.

“These two clients have significant infrastructure and we 
have a good trading relationship with them … That’s our play 
in cyber rather than talking to every program out there,” the 
executive commented.
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The turbulent market environment heading into 1.1 will 
create a challenging property catastrophe renewal 

market where data transparency, clear communication 
and broad market engagement will be critically important, 
according to Joe Monaghan, Global Growth Leader, 
Reinsurance Solutions at Aon.

In an interview with The Insurer, Monaghan said there 
were challenges at the June and July renewals, “and 
those challenges will continue into 1.1”.

“It is a very turbulent environment,” he said.
In recent renewals reports, Aon highlighted that 

reinsurers reduced their appetite for catastrophe 
exposure following several years of above-average 
catastrophe claims. Property natural catastrophe 
capacity contracted materially for the first time since 
2005, and some reinsurers would not write certain risks, 
such as lower layers of reinsurance limit for Florida 
catastrophe risk, at any price.

Monaghan pointed to the factors that are driving 
concern among reinsurers, including frequency and 
severity trends over the past five years, the difficulty in 
quantifying secondary perils, rising inflation, the impact 
of climate change and the strength of the US dollar.

“All of the factors that are reducing reinsurer risk 
appetite for property cat, especially for peak zones, are 
also contributing to increased buyer demand,” he said. 
“Everybody’s dealing with the same drivers. It’s leading 
insurers to say we need more protection. It’s leading 
reinsurers to say we need to sell less protection.”

The market environment also means very limited new 
capital is coming into the space. Aon estimates that 
global reinsurer capital totaled $600bn at 30 June 2022, 
down $75bn from the end of 2021. The drop was driven 
principally by unrealized losses on bonds, linked to 
rising interest rates.

Furthermore, the capital that has come into the 
market has been focused on non-property cat areas. 
“However, over the last few weeks Aon has heard from 
a few markets who are beginning to see the upcoming 
renewal season as an opportunity to expand their 
property portfolio. 

“All forms of capital, whether it’s traditional, 
collateralized or securitized capital, are facing the 
same challenges. Now more than ever you need to be 
connected to the broadest range of capacity so that as 
investors move back into the market, you are able to 
utilize additional capacity that may become available.”

As such, the executive said communication is key in a 
marketplace like this.

“Reinsurers want to see clear, thoughtful, concise 

evidence of how insurers are already tackling issues 
like inflation. I don’t think reinsurers want to double 
count or double dip in terms of the charges they’re 
making but in the absence of clear evidence of what 
the primary carrier is doing, reinsurers are making 
bulk assumptions and adding that into the pricing,” 
Monaghan said.

He added: “It’s also the case that the models, for 
example, the third-party catastrophe models don’t have 
a uniform answer to this. So reinsurers are applying 
their own factors, and that varies from one reinsurer 
to the next but could be a double-digit adjustment on 
exposure.”

A stressed system
A concern in a market environment like the current one 
is that it creates stress on the entire system, Monaghan 
said.

“It can sometimes become adversarial,” he said. 
“That’s counterproductive. Our job is to provide our 
clients with a sound execution strategy supported 
by strong analytics that enable capacity providers to 
make an appropriate pricing assessment so that we can 
complete the placement. It’s important for everyone to 
reflect upon the fact that the drivers are universal that 
are affecting both sides.

Monaghan added: “The lower attaching layers and 
aggregate programs, especially in the US, are areas 
where reinsurers have moved away from the risk, and 
that’s driven by losses in those layers. That’s also the 
area where many of our clients need the capacity. We’ll 
see a lot more non-indemnity structures as we try to 
find innovative ways to bridge the gap.

“We’re putting strategies in place to secure 
capacity for our clients before it’s exhausted because 
reinsurance continues to be one of the most accretive 
and valuable sources of capital for insurers.”

Aon’s Monaghan: Communication and 
differentiation key to renewal success

Day 2 | APCIA 2022 theinsurer.com
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Joe Monaghan, 
global growth 
leader - Aon’s 
Reinsurance 
Solutions

 Talking Points
• Reinsurers have moved away from low attaching layers and 

aggregate covers, especially in the US
• Global reinsurance capital down to $600bn at 30 June
• Reinsurers concerned over frequency and severity, 

quantification of secondary perils, rising inflation, climate 
change impact and strength of US dollar

• More non-indemnity structures expected to be utilized to 
bridge gaps in coverage
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one underwriting executive said. 
“I would imagine rating agencies are going to be 

starting to look at that – not to mention putting a load 
on your capacity for cyber – and then whatever property 
cat exposure that you have to [Hurricane Ian] and [other] 
recent storms.”

As previously reported, 
surging inflation is already 
putting pressure on carriers 
because of the uplift in the 
exposure base of their property 
portfolios. That means large 
nationwide carriers are having 
to buy significantly more cat 
limit, some because of pressure 
the increased exposures are 
putting on their BCAR scores.

Indeed, it is understood that 
at least $20bn of additional 
cat limit is being demanded by 
carriers, or a 10 percent increase 
in the $200bn limit US property 
cat reinsurance market.

But the issue of fast-expanding underlying portfolios 
as a result of rising exposures as well as increasing 
premiums is not unique to property cat.

One underwriting executive – speaking in hypothetical 
terms – highlighted the rapid growth in underlying 
portfolios on long-tail business in the last three years – to 
the point where reinsurers may even need to shrink line 

sizes on some deals just to maintain balance within their 
own portfolios.

“When you have all these rate increases year-on-year-
on-year, your subject bases are ballooning,” commented 
one reinsurer, “even if you’re just running in place.” 

“So for a reinsurer to expand a cession, it’s got to 
complement their portfolio to do more to accept the 
potential imbalance to their portfolio for larger positions.”

At the same time, reinsurers have perhaps reached 
their moment of greatest leverage at a renewal in 
recent memory – widely spurred by aggressive buying 
behavior over the past two years, just as the economics 
on underlying long-tail lines portfolios are starting to 
weaken and as the primary insurance market has handed 
reinsurers enormous cat losses five years running.

“Casualty ceding commissions going up – that’s over,” 
one senior reinsurance executive said. “Cedes are coming 
down, they’re getting pressure. That high watermark we 
passed in 2022 and in 2023 it’s going to have to go down.”

Reinsurer memories to be tested
A number of reinsurance executives said the upcoming 
renewal will test the length of reinsurers’ memories, as 
some companies that pushed hard on commissions and 

cut cessions drastically in the 
past two years could look to do 
a U-turn as their need to cede 
more business grows.

Among buyers that have 
looked to keep more profitable 
business net and lean heavily 
into higher commissions 
as underlying economics 
strengthened, AIG, Arch, and 
CNA were viewed by several 
sources as those expected to 
draw the most scrutiny.

Underwriters have spoken 
about how they have felt 
burned by cedants who in the 
soft market stressed taking a 

long-term partnership approach to buying, only to reverse 
course once market conditions shifted.

Some reinsurance executives predicted that those 
cedants who drastically cut cessions in recent years and 
disrupted long-term trading relationships may have more 
difficulty landing smoother renewals in the event they 
are under more pressure to buy reinsurance at upcoming 
renewals.

Reinsurers and brokers expect shift in casualty renewal dynamics

Day 2 | APCIA 2022 theinsurer.com
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 Talking Points
• Stressed balance sheets from swelling retained premiums, 

depressed asset values and property cat losses will up the 
pressure for cedants to buy more cover

• Buyers will likely aim to leverage greater casualty cessions to 
get property cat and cyber deals done

• Underwriting executives have said aggressive buyers in recent 
years will have to pay a penalty on commissions in order to cede 
more at upcoming renewals

• Several reinsurers (including those retrenching from property 
cat) have publicly expressed a desire to grow in casualty, which 
could offset some of the pressure on buyers

• But other reinsurers are growing more skeptical over 
deteriorating economics for long-tail line deals and are 
expected to push hard for better terms
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“If Arch or AIG came back to me and said ‘hey, we’re 
going to cede more business’, I’d say ‘no thanks’, because 
I’ve got plenty of opportunities to hit my top line. They’re 
only going to buy reinsurance when it’s to their advantage, 
they’re not long-term players.”

“It’s going to be quite dynamic of course on a case by 
case basis but it’s also going to differentiate good buyers 
from the bad buyers and good behavior [from buyers] and 

poor behavior,” one reinsurer concluded.
In addition, with underlying rate increases on long-tail 

lines increasingly failing to meet projections given at the 
previous renewal, more than a handful of underwriting 
executives said they would need to be incentivized to 
grow their lines.

“The more they try to place, the lower the cede to get it 
done,” said one executive.

Reinsurer appetite varied as underlying concerns mount
Public statements from the recent Monte Carlo Rendez-Vous 
provided a mixed picture of reinsurer appetite to grow in 
casualty.

Reinsurance brokers suggested reinsurers that still have 
significant appetite for cat risk would be able to leverage their 
position to become more meaningful partners for cedants in 
areas like casualty.

Aon’s Reinsurance Solutions CEO Andy Marcell told this 
publication that reinsurers are getting the highest net 
rate per ceded million dollars of exposure they ever 
have.

“Sure, cedes have gone up, but original limits came 
down and rates went up, so the net net 
for the reinsurers is probably one of 
the best rating environments they have 
experienced,” he commented.

But there was also an 
acknowledgement from some brokers 
that reinsurers are becoming increasingly 
concerned with macroeconomic 
and political factors that are driving 
heightened volatility in both short- and 
long-tail lines.

Just before the event, Guy Carpenter’s 
director of global casualty Carolyn 
Morley said that while casualty capacity 
at that point looked to be on course to 
remain adequate at 1 January, pricing 
pressure is expected, depending on the 
line and capital requirements.

Some reinsurers such as Axis Re 
have expressed confidence in their 
willingness and ability to grow to offset 
retrenchment in cat, as others with cat 
appetite have detailed a strategy to leverage that position to 
increase their participation on casualty placements they like.

But several reinsurers have painted a more cautious picture 
of their appetite.

In an interview with this publication featuring in tomorrow’s 
APCIA daily, Hannover Re’s North America managing director 
Axel Freiboth said casualty is under “tremendous pressure”, 
with loss ratios bouncing back after the artificial lows through 
Covid.

He suggested cede commissions would need to come down, 
and said that for reinsurers property and casualty portfolios 
would have to stand on their own two feet.

“You cannot subsidize the casualty performance with your 
property writings or vice versa,” he added.

Meanwhile, TransRe CEO Ken Brandt said that adverse 
development from the 2013 to 2018 casualty years is causing 

concern for reinsurers.
“Since the market has been so strong over the 

last couple of years, the economics allowed you 
to provide a higher ceding commission than you 
normally would. But those economics are changing, the 

market is coming off. And those ceding 
commissions are going to have to start 
coming down,” he said.

Speaking privately to The Insurer, 
reinsurance underwriting executives 
have also questioned their need to grow 
in casualty, because of the natural uplift 
from surging underlying premiums, 
without adding exposure.

“When you have a budget that’s 
[already] accounted for [growth] the 
following year, you’re not [begging] for 
premium,” one reinsurer commented.

It is, however, an annual ritual for 
top reinsurance executives to talk up 
the market to the trade press during 
conference season and say terms 
and conditions need to improve, only 
for underwriters chasing growth to 
capitulate in the end.

And based on what some underwriters 
said they have observed at recent 1 

October renewals, not all are convinced this year will be all 
that much different.

One underwriter spoke of the tendency of some big cedants 
to consistently buy reinsurance on an opportunistic basis, 
only to have the biggest global reinsurers meet those buyers’ 
demands at every renewal.

“All [the big reinsurers] keep doing bigger and bigger lines 
for them. [Always] caving in the end [because] reinsurers 
never want to shrink.”

Sure, cedes have gone up, but 
original limits came down 
and rates went up, so the 
net net for the reinsurers 

is probably one of the best 
rating environments they 

have experienced
Aon’s Reinsurance Solutions CEO 

Andy Marcell says reinsurers 
are seeing the highest ever net 
rate per ceded million rollers of 

exposure



The ravages of a global pandemic, the creeping 
consequences of climate change and the outbreak 

of conflict in Europe have all exposed the fragility and 
inadequacies of our current risk management models.

Today’s macro-level risks demand a new approach 
that recasts the roles of public and private actors as 
complementary partners in a new risk management 
paradigm. The World Economic Forum 
recently called it a “new societal risk 
compact”, and the insurance industry 
needs to play a core role.

In the decade preceding the financial 
crisis, global insurance markets grew 
generally in line with GDP. However, since 
then, world GDP has outpaced insurance 
premium growth by a wide margin. 
Combined with a stark increase in risk 
exposures, these factors have led to the 
broadening of the protection gap, which 
must be closed.

Covid-19 pushed the theme of systemic 
risk to the forefront. Unfortunately, for many observers 
“systemic” could just as easily be replaced with the 
word “uninsurable” since many of the risks we face 
today – climate change, catastrophic cyber attack and 
human communicable disease – all defy the principle 
on which our industry was built: that the premiums of 
the many will pay for the losses of the few. The focus 
of both governments and insurers, therefore, needs to 
be on holistic risk reduction.

The UK government recently acknowledged these 
systemic challenges and proposed a whole-of-society 
approach – including the insurance sector’s deep 
expertise in risk mitigation, modeling and pricing 
– as the underpinning of a comprehensive national 
resilience strategy. In response, Guy Carpenter, in 
conjunction with others, established the Resilience 

UK initiative, which seeks to design insurance 
solutions that incentivize risk mitigation and allow the 
government to concentrate its liquidity post-event if 
the industry’s own pooled capacity is exhausted.

In the US, innovative insurance schemes are being 
tested that blend the de-risking effects of pooling 
with the efficiency gains of parametrics to create 

community-wide programs whose 
lowered costs can then finance risk-
reduction interventions. The G7’s recent 
Global Shield announcement expressly 
calls for public-private approaches 
to incentivizing and reducing climate 
risks. Public sector risk pools are 
increasingly leveraging private sector 
capital. Anticipatory finance is emerging 
as a hyper-effective means of deploying 
blended capital to fund targeted and 
timely risk-reduction interventions. New 
technologies – as well as nature’s older 
tricks – are being combined with risk 

incentives to protect communities and reduce the 
protection gap.

This “new societal risk compact” is happening, just 
not fast or broadly enough. At Guy Carpenter, and 
across Marsh McLennan, we have developed end-to-
end solutions combining our strategic advisory, risk 
mitigation and transactional capabilities to provide 
comprehensive support for government entities 
seeking to de-risk their balance sheets through both 
better risk management and efficient risk transfer. 
Advising on and designing these solutions is our 
specialty – pre- or post-funded, risk socialization 
or mutualization, and how to encourage take-up 
and avoid moral hazard. We are proud to be part of 
a purpose-driven business and are ready to meet 
today’s challenges.

New world + new risks = new approach

Anticipatory finance is 
emerging as a hyper-effective 
means of deploying blended 
capital to fund targeted and

timely risk-reduction 
interventions

Julian Enoizi, 
global head of 
public sector, 
Guy Carpenter

Guy Carpenter’s Julian Enoizi examines the vital role the industry can play in enabling government 
entities to de-risk their balance sheets through both better risk management and efficient risk transfer
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For the fourth year in a row significant M&A means our 
annual Top 10 Reinsurance Broker Rankings feature a 

series of pro forma estimates and a line-up based on 2021/22 
revenues that will look different when we revisit the exercise 
this time next year.

Guy Carpenter parent Marsh McLennan’s $5.6bn 
acquisition of JLT announced in 2018 and closed in the 
spring of 2019; Aon’s long and unsuccessful pursuit 
of Willis Towers Watson through 2020 and 2021; the 
subsequent $3.25bn+ acquisition of Willis Re by Arthur J 
Gallagher that closed last December; and now Howden’s 
ambitious $1.6bn move for TigerRisk, which is expected 
to close in early 2023.

The rampant pursuit of scale in the sector means that 
even with a relatively small number of players the deals 
have kept coming.

And because we have made it our approach to 
include pro forma estimates for announced but not 
consummated transactions, that makes for plenty of 
caveats and wonky prior-year comparisons.

In a sense though, the final standings in our latest Top 
10 Reinsurance Broker Rankings represent no real change 
in the global order, with the top three firms holding their 
positions – as legacy Willis Re accounts for the lion’s 
share of pro forma Gallagher Re revenues based on 2021 
estimates by this publication.

That means that Aon, Guy Carpenter and now 
Gallagher Re continue to unequivocally call the shots of 
the global brokered reinsurance market.

However, the 2021 revenue figures compiled in our 
latest survey show small and mid-size rivals are wasting 
no time in carving a place for themselves in the current 
hardening market, with significant uplift at several firms 

driven by strong organic growth and strategic build-outs.

Defining transactions
For much of 2020 and 2021 (the year we are surveying) 
the Aon-WTW deal appeared as if it would be the 
defining transaction of the global insurance broking 
market.

The proposed deal looked set to disrupt a status quo 
that had seen the big three global brokers reign supreme 
for an extended period of time, giving way to a duel 
between a JLT-expanded Marsh McLennan and its former 
second contender.

For the global brokered reinsurance market in 
particular, the idea of a combination between 
Aon’s Reinsurance Solutions and Willis Re was also 
transformative as it would create a new indisputable 
leader, opening a big gap on Guy Carpenter in second 
place.

That possibility, of course, did not last long as both US 
and European competition regulators quickly pushed for 
the divestment of the WTW reinsurance broking business, 
with Gallagher coming onto the scene in May 2021.

Two months later, the termination of the deal between 
Aon and WTW – by grace of the US Department of Justice 
– sent shockwaves across the insurance world and left 
Willis Re in an uncomfortable limbo, until the Gallagher 
deal was revived as a standalone acquisition.

Ultimately, the outcome within the global brokered 
reinsurance market ended up being very similar, with the 
reverse merger of erstwhile second-tier player Gallagher 
Re into the much larger Willis Re placing the combined 
business among the dominant triad of global reinsurance 
brokers.
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Top 10 reinsurance brokers by revenues ($mn)
2021 2020 2019 2018 20/21 % 

chg
Note

1 Aon’s 
Reinsurance 
Solutions*

1,997 1,814 1,686 1,563 10.1% Holding on to the top spot for yet another year, Aon's Reinsurance 
Solutions reported 8% organic growth for 2021, benefiting from strong 
growth in treaty, as well as solid growth in facultative placements and 
capital markets transactions. Also reported strong organic growth in 
2022 to date

2 Guy Carpenter* 1,867 1,696 1,598 1,442 10.1% Marsh McLennan reported 9% organic revenue growth for Guy 
Carpenter in 2021, up from 6% the previous year. Figures for 2019 and 
2018 were restated in the 2020 10-K to include JLT Re for full year for 
comparison purposes

3

Willis Re **

925

745 1,022 966 NA
Gallagher Re assumes the third position in 2021 with the acquisition of 
Willis Re, which we estimate as having pro-forma combined revenues 
of $925mn last year. In its latest market update, Arthur J Gallagher’s 
chairman, president and CEO Pat Gallagher delivered a positive note 
about the acquisition adding that his company’s recently-expanded 
reinsurance unit Gallagher Re grew organic revenues 7 percent in Q2 
2022. He called the business’s progress “right on target”

Gallagher Re ** 130 100 70 NA

4 TigerRisk** 180+ 140+ 125 100+ 29% Our estimate reflects growth momentum in 2021 driven by an active 
hiring strategy and build out across the business bearing fruit, as 
well as strong capital markets and legacy deal flow, and synergistic 
interaction between reinsurance, capital markets and TigerRisk’s 
strategic advisory businesses. Soon to join forces with Howden Re as 
Howden Tiger to become the fourth largest reinsurance broker

5 Howden Re**  
(including 
Bowood)

170 - - - NA 2021 revenue number is presented in a new line as this year includes 
Lloyd's broker Bowood which is thought to account for $55m of the 
$170mn total figure for the year.  The estimate also includes Howden 
Specialty reinsurance business alongside Howden Re. The company's 
fiscal year runs from 1/10 to 30/9 so the latest figure corresponds to the 
2021-22 year. Key drivers for growth include London market specialty 
treaty, MGA and Fac plus international office growth. 2022 revenues are 
expected to be well over $200mn

Howden Re ** 
(excluding 
Bowood)

115 71 52 45 62.0%

6 Lockton Re** 155 87 55 50 78.2% Estimated revenue growth amounted to an impressive 78% in 2021. The 
business now has nearly 300 staff globally in 15 locations. It continues 
to see expansion with large global clients as well as with regional 
clients, Lloyd’s syndicates and specialist companies. Continuous 
development of SAGE, Lockton Re’s propriety analytics platform

7 Acrisure Re** 125 100 80 68 25.0% Most of the estimated growth has come from North America but also 
from London wholesale. Combination of new clients, growth on existing 
clients and strong growth in programs and insurtech space in the 
US. Also, launch of ARCAS, which is the Acrisure Re Capital Advisory 
Solutions business – off to a roaring start – some deals are likely to 
have boosted 2021 numbers but most of impact will be in 2022 as 
they’re currently very active

8 BMS Re** 113 95 68 65 19.1% Our 2020 estimate for BMS Re has been reinstated to include the 
acquisition of Trean. For 2021, the sectoral evolution throughout the 
course of the year to E&S from admitted paper reflected in significant 
growth in programs, commercial primary and excess casualty placements, 
including E&O, D&O, facultative and professional liability as well as 
captive and RRG covers; also growth from P&C fac and property treaty

9 UIB* 95.5 76.3 70.2 72.4 25.2% UIB entered our top-10 ranking last year providing what it describes as 
"group reinsurance revenues". The company has seen steady growth 
across all lines of business, helped by its international footprint of 
overseas offices, with major successes in London, India, South Korea, 
Turkey, Colombia and Dubai

10 Holborn* 50.4 47.0 42.0 40.0 7.2% The US treaty reinsurance broker had placed premium exceeding $1bn 
for the first time in 2021. They continue to grow in the regional, super-
regional and mutual insurer marketplace, placing a number of “bolt-on” 
products for clients including (commercial, personal and farm) cyber, 
flood and excess umbrella

*Official revenue number; The Insurer estimate
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Gallagher completed the acquisition of Willis Re on 1 
December 2021 and some observers may have predicted 
a calming in M&A activity after the long-running saga.

But then in May this year came the announcement of 
the proposed $1.6bn combination of Howden RE and 
TigerRisk.

The transaction will be transformative for both parties, 
cementing the position of the combined Howden Tiger 
entity as the industry‘s 
fourth-largest 
global reinsurance 
intermediary.

And so our Top 10 
Reinsurance Broker 
Rankings – now in its 
fourth year – will likely 
change meaningfully 
by the time of the next 
survey, as it has done 
every previous year.

But how does 
the picture look for 
2021/22 and what does 
it tell us about the 
direction of travel for 
the sector?

For the purposes of 
our updated Top 10 
Reinsurance Broker 
Rankings table, we have decided to present all Willis 
Re and Gallagher Re past year pro forma revenues 
separately, which provides a better picture of their 
relative weights prior to last year’s combination.

There are also a few other caveats around the 
historical figures for the top three players that are worth 
mentioning.

We have used the $745mn 2020 pro forma revenue 
number for the acquired Willis Re business referenced by 
Gallagher in its investor presentation when the deal was 
announced last year.

Our 2019 and 2018 numbers for Willis Re were both 
estimates, with the 2019 estimate including $350mn 
of facultative business not included in the sale to 
Gallagher, while the 2018 number did not include fac but 
did include Miller.

As for Guy Carpenter, although Marsh McLennan’s 
acquisition of JLT only closed at the start of the second 
quarter of 2019, we have used reinstated 10-K revenue 
figures provided by Guy Carpenter’s parent that factor 
in JLT Re turnover as if the firm had been acquired at 1 
January 2018 for full prior-year comparisons.

A view from the summit
As shown by the results of our survey, Aon’s Reinsurance 
Solutions continues to lead the rankings. 

The unit grew overall revenues by 10 percent in 2021, 

and reported 8 percent organic growth as it benefited 
from strong growth in treaty, as well as solid growth in 
facultative placements and capital markets transactions.

Rival Guy Carpenter also grew revenues by 10 percent 
in 2021 but reported higher organic growth than Aon’s 
Reinsurance Solutions. 

With its aggressive hiring strategy over the last two 
years finally bearing fruit, it recorded 9 percent organic 

growth for 2021, 
outpacing its largest 
rival in three of the 
four quarters of the 
year.

Meanwhile 
Gallagher Re, 
which officially 
completed the 
acquisition of Willis 
Re on 1 December, 
is estimated to have 
delivered revenues of 
$925mn for the year, 
reaching roughly half 
the size of the two 
main sector players.

The combined 
business also 
reportedly managed 
similar revenue 

growth of around 10 percent, despite the challenges of 
the integration.

In its latest market update, Gallagher’s chairman, 
president and CEO Pat Gallagher delivered a positive 
note about the acquisition, saying progress was “right on 
target”.

 
The rise of the challengers
The rising tide of the hard market for commercial 
insurance has swollen premium volumes coming through 
proportional, or quota share, treaties – which in turn 
feeds increasing commission revenue for reinsurance 
brokers.

The last three years have also seen strong demand 
for facultative reinsurance, providing another source of 
revenue growth for reinsurance brokers that include fac 
operations.

These dynamics have also proved to be strong drivers 
of growth at several of the small to mid-size reinsurance 
brokers.

Six of the seven firms below Gallagher Re in our 
rankings delivered double-digit revenue growth in 2021 
as their aggressive hiring strategies translated to new 
business wins and additional opportunities from their 
expanded capabilities.

TigerRisk, soon to be combined under the new 
Howden Tiger banner, saw solid 2021 growth of 29 
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percent, based on our estimated revenue numbers.
The firm’s growth momentum was driven by an active 

hiring strategy and build-out across the business bearing 
fruit. 

Strong capital market revenues and legacy deal flow, as 
well as synergies between reinsurance, capital markets 
and TigerRisk’s strategic advisory businesses, were also 
understood to be contributing factors.

The combination with Howden RE will cement the 
position of the new Howden Tiger as the fourth-largest 
reinsurance broker. 

On a pro forma basis, the combined business would 
have achieved revenues of around $300mn in 2021 – or 
over $350mn if Howden-owned Lloyd’s broker Bowood’s 
revenues are also included.

Indeed, 
turnover figures 
estimated for 
Howden RE 
(which includes 
reinsurance 
business placed 
by Howden 
Specialty) are 
presented this 
year both with 
and without 
Bowood revenues.

A like-for-like 
comparison 
excluding Bowood 
suggests an 
impressive growth 
rate of over 60 
percent, which sources have attributed to the expansion 
of London market specialty treaty, MGA and fac as well as 
international office growth. 

Lockton Re is the other growth story of 2021, with our 
estimates placing revenues at around $155mn, up 78 
percent on the previous year. 

Although the Tim Gardner-led firm would not confirm 
the 2021 revenue number, a spokesperson said that 
Lockton Re’s “impressive growth over the last 12 months 
has been predominantly a result of the phenomenal 
success the business has seen with treaty clients”.

The business is now operating from 15 locations 
globally with nearly 300 staff and continues to see 
expansion with large global clients as well as with 
regional clients, Lloyd’s syndicates and specialist 
companies. The spokesperson also highlighted the 
continuous development of Lockton Re’s proprietary 
analytics platform SAGE.

Acrisure and BMS press ahead
Acrisure Re is also thought to have maintained strong 
momentum in 2021. The firm is understood to have grown 

by 25 percent in 2021, with most of the expansion coming 
from North America as well as from London wholesale 
business.

Strong growth in programs and in the insurtech space 
were also seen as contributing factors.

Last year also saw the successful launch of the 
Acrisure Re Capital Advisory Solutions business, which is 
understood to have boosted 2021 top line figures.

Meanwhile BMS Re held on to eighth place in this 
year’s rankings, delivering 19 percent revenue growth.

According to our estimates, which now include Trean 
since 2020, the firm produced $113mn in revenue in 2021.

Sources said the continued flow of business to the E&S 
space from admitted paper has resulted in significant 
growth in programs, which drove demand for commercial 

primary and 
excess casualty 
placements 
by the firm, 
including E&O, 
D&O, facultative 
and professional 
liability as well as 
captive and risk 
retention group 
covers.

BMS Re’s 
facultative team 
is thought to 
have delivered 
significant 
property and 
casualty capacity 
to stressed 

areas of the market to fill gaps in treaties placed by 
competitors, while its property treaty team placed quota 
share, aggregate, per risk, structured and cat capacity for 
its clients as they saw strong underlying growth in the 
hard market.

UIB and Holborn
UIB retained the ninth position it had achieved in our 
rankings last year as it generated what the firm describes 
as “group reinsurance revenues” of $95mn.

Meanwhile Holborn clinched last place in our top 10, 
reporting 7.2 percent revenue growth in 2021. 

The New York-based firm reported a $50.4mn figure 
on a net brokerage basis and exclusive of income from 
consulting, interest or other income, in contrast with 
some of the other firms in our survey.

As we reported last year, there are significant 
differences in the way companies report reinsurance 
revenues, with some participants contending that certain 
figures provided to this publication do not correlate with 
the definition of “pure cedant-based reinsurance” that 
others are reporting. 
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Reinsurance has been a key driver behind the strong 
growth trajectory in the US programs and MGA space, 

facilitated by the proliferation of hybrid fronting carriers, 
according to senior executives in a Program Manager panel 
at the Monte Carlo Rendez-Vous.

And in an environment where segments of the 
reinsurance market are becoming increasingly capacity 
constrained, alignment of interest between MGAs and 
their paper providers and reinsurers is 
becoming ever more critical.

Speaking to this publication as part of 
The Insurer TV platform’s coverage of the 
industry event last month, BMS Re North 
America CEO Pete Chandler highlighted the 
“vast appetite” of reinsurers to support 
entrepreneurial underwriters leaving 
carriers for MGAs.

“Reinsurance has been the backbone of 
the growth of this space, I believe. There 
are a lot of reinsurers that supported 
these underwriters in their prior lives 
when they were at these bricks-and-
mortar type insurance companies.

“As they see them become entrepreneurial and 
venture out … the reinsurers are absolutely showing 
a vast appetite to support that and give them that 
opportunity to go out and practice their craft,” he said.

As previously reported, the US MGA sector grew 
double digits last year to more than $70bn of premium 
in the US, and is on course for similar growth in 2022 
fueled by its close relationship with the booming E&S 

market.
AM Best reported that the market is 

“ripe” for MGAs after 19 percent premium 
growth in 2021 to $60.1bn in the US, 
based on statutory data from carriers 
that doesn’t fully capture the size of the 
market.

Along with sustained hard market 
conditions in many lines and segments, 
the sector growth has also been fueled 
by a secular shift of underwriting talent 
from traditional carriers to MGAs, drawing 
record investor interest.

But Chandler said it was the appetite 
of reinsurers to support the business and 
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back those underwriters that has proved to be a real 
engine of growth.

“This boom in the MGA space would not happen 
without the support of the reinsurance community,” he 
claimed.

Dan Malloy, who has been serving as interim CEO 
at SiriusPoint, said that strong reinsurance support 
provides validation of business plans when his 
company is deciding whether to partner with an MGA 
by providing paper or making an investment.

“When somebody comes to me and says, ‘I am the 
best in class X, Y or Z’, my first question is, ‘okay, who is 
your following, who is reinsuring you?’

“If someone shows up with three or four 
reinsurers, who they partnered with over 
the last five, 10, or 20 years, that’s a real 
validation. They’re bringing capital with 
them,” he commented.

The executive said that when there are 
strong reinsurer relationships it can add 
an element of tension, with the program 
insurer vying to retain more of the 
program business while the MGA wants to 
pass more to its longstanding reinsurance 
panel to reward their support.

Fronting carrier conduit
According to Accredited America’s CEO Pat 
Rastiello, reinsurers have also been the 
backbone of the hybrid fronting explosion 
of recent years, which has seen the 
number of players in the participatory space swell to 
more than 20.

The executive suggested that growing demand 
from reinsurers to access MGA and program business 
through fronting carriers had coincided with a 
reduction in the amount of reinsurance being 
purchased by traditional insurance carriers.

With retentions at hybrid fronting carriers often 
below 10 percent, almost all of the business is ceded 
through to reinsurers.

“So there is a lot of dependency there. And the 
model is see-through, you have your original costs 
for the retail agency, your MGA, your TPA costs, the 
front fee and claims, and that’s really it … that brings 
reinsurers.

“They like the model and as long as their front 
partner is looking after that original business, I think 
they feel pretty safe and we’ll see more and more 
reinsurers working in our market as it grows,” he 
predicted.

Rastiello said the hybrid fronting model brings 
capital to risk in a much more transparent fashion.

He also said reinsurers looking to diversify their 
portfolios are being drawn to the specialist products 
in the MGA sector, as well as middle market business 

and the access to distribution that is not necessarily 
afforded to them in the traditional carrier space.

Chandler said he sees no let up in the growth 
trajectory of the sector and reinsurer appetite for it, 
“as long as the MGAs continue to produce profitable 
underwriting results”.

After a downturn?
But while there are secular shifts driving the growth in 
the MGA sector, there are also cyclical drivers, including 
the E&S boom.

Although there is no sign that an inflection point is 
close in the E&S market, Malloy said when 
the inevitable downturn in the sector 
does come it will likely test the appetite 
of reinsurers and challenge some of the 
dynamics around the way MGAs operate.

That could include reinsurers looking 
for MGAs to align interests through 
different structures, or retrenchment by 
some from the space.

The panel agreed that even in the 
current environment, alignment of 
interest between MGAs, fronting carriers 
and reinsurers is critical.

Chandler described alignment of 
interest as “of paramount importance” 
and noted that it is not only hybrid 
fronting carriers that are taking more risk.

“We are seeing folks on the MGA side 
that do have the financial wherewithal 

and start to establish capital and find ways to stand 
behind their underwriting, and that makes for a very 
different conversation.

“I think those MGAs that are willing to go one step 
further and consider a captive and take real risk on 
their portfolio are going to stand head and shoulders 
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above their peers,” he said.
The BMS Re North America CEO added that over 

time he believes the reinsurance community and the 
fronting community will be more “in tune and more 
open minded” to MGAs that are standing shoulder to 
shoulder on underwriting results.

“If we want to keep the angle of the slope steep on 
the growth of this business, I think that’s going to be 
one of the next steps that’s going to have to be taken,” 
said the executive.

But Malloy questioned the strategy of some MGAs to 
move beyond a captive or other risk-retaining structure 

to make the transition to a full-stack carrier, when 
many traditional insurers are struggling to trade above 
book value.

That is in stark contrast to the Ebitda multiples in the 
high teens that MGAs are being valued at.

“My message to MGAs is focus on making us money 
and you won’t have to worry about where your capacity 
is coming from. And if you aren’t making money, I don’t 
know if you want your own capital behind you,” he 
concluded.
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ILS influx raises tail question
The trio of Program Manager panelists agreed that ILS 
capacity in the sector is becoming increasingly relevant 
and is here to stay, but there were questions about how 
the market will need to evolve new approaches to utilise it, 
especially on longer-tail business.

BMS Re’s Chandler said: “There’s no doubt ILS is coming, 
it’s here, and I think it’s going to be sticky. The question is 
what does it look like in three or five years, because there’s 
going to be mandatory commutations in there and what do 
those calculations look like?”

He suggested that executing initial transactions is the 
“easy part”, but that issues like commutations clauses and 
credit risk around who owns the exposure years down the 
line on casualty business would have to be addressed.

Malloy said that his company is being approached by 
traditional reinsurers and alternative capital as it helps grow 
its MGA partners.

“The reality is that ILS as they move into casualty are not 
trading on an unlimited basis … that means someone has 
got to take back tail risk, and someone needs to price for 
that and then you need to have a mechanism for releasing 
capital,” he observed.

Rastiello questioned whether ILS supporting long-tail 
business is a good match of capital with risk, noting the 
longevity of historic exposures in areas like asbestos and 
tobacco that continue to generate claims.

“How do we cater to that and make sure it’s paid off, or 
do we have the next level of coverage that helps those that 
need it?” he asked.

Malloy suggested the right provider of capital for the right 
solution might vary along the life of a portfolio of business, 
while Chandler highlighted the potential role of legacy 
markets in assuming tail risk and allowing ILS capacity to 
move in and out of long-tail risk.

Watch the full debate on The Insurer TV, recorded from 
our pop-up studio at Monte Carlo’s iconic Hôtel de 
Paris, and hear from the panelists on:

• Key drivers of the strong growth in the programs 
sector

• The role of fronting carriers
• Alignment of interest between MGAs, fronting 

carriers and reinsurers
• ILS capital in the MGA space
• Choosing program partners

My message to MGAs is focus on making 
us money and you won’t have to worry 
about where your capacity is coming 

from. And if you aren’t making money, I 
don’t know if you want your own capital 

behind you
SiriusPoint interim CEO Dan Malloy  

on alignment of interest
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