
Doucette targets HNW backing and 
rating for potential $1bn 2023 start-up
The proposed start-up led by John Doucette and Bob Cooney 

is engaging in key fundraising meetings with potential 
high-net-worth (HNW) investors and has received a preliminary 
rating from AM Best as it moves closer to a launch as a multi-
strategy reinsurance vehicle, The Insurer 
understands.

According to sources, the venture 
has made significant progress on the 
operational side and is in various 
discussions with potential capital 
providers, thought to be focused on the 
HNW community.

Although details of the business plan 
have not been confirmed, it is thought 
to involve what has been described 
as a multi-strategy fund-style approach that would have a 
traditional property and casualty portfolio (including cat), but 

also operate in areas like life and annuities, credit and other 
risk transfer related products.

It is understood the structure would involve a rated balance 
sheet, but also some form of segregated approach that 

would allow investors to tailor their 
participation in different risk areas 
according to their appetite. 

This publication revealed back in May 
that former Everest Re reinsurance CEO 
Doucette was set to reunite with industry 
veteran and Max Re founder Cooney 
to explore plans to re-emerge with a 
reinsurance start-up that would be likely 
to target a circa $1bn capital raise.

The move comes at a time when 
the reinsurance market is fast transitioning, with a strong 
demand-supply imbalance in property 

Casualty reinsurer resistance expected to stiffen at 1.1
The blunting of upward momentum on ceding commissions for 

long-tail lines pro rata deals that began in the first half of 
2022 is expected to continue at 1 January, according to a number 
of (re)insurance executives.

Industry leaders pointed to falling underlying rate 
increases, higher inflationary pressures and increasing 
adverse development on recent accident years as drivers for 
the shift in sentiment in the segment.

The turning of market conditions comes after a well 
documented and historic rise in commission levels over the 
last two years, with cedants and their reinsurance brokers 
aggressively pushing up commissions anywhere between 1 
and 4 points at recent renewals.

That came in response to the perception that underlying 
portfolio profitability market-wide had been significantly 
strengthened by consistent double-digit rate increases in 
both the professional lines and casualty markets.
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Kessler  becomes RVS president
Scor chairman Denis Kessler is to take 
over as president of the Rendez-Vous 
de Septembre (RVS) Association. Kessler 
has been a member of the association 
and representative of the French market 
since 2010. He will succeed Claude 
Tendil, who has chaired the association 
since 2013. 

RVS attendance hits 2,800
This year’s Rendez-Vous has attracted 
2,800 attendees, the RVS Association 
has said. The annual Rendez-Vous has 
returned this year following consecutive 
postponements in 2020 and 2021 amid 
the Covid-19 pandemic. 

IAP adds Mackie and Hagar
Insurance Advisory Partners has 
continued its build-out with the 
additions of Robin Mackie as senior 
advisor in London and Samantha Hagar 
as associate in New York. Mackie most 
recently served as head of financial 
institutions at the Royal Bank of Canada 
in Europe. Hagar has joined from PNC 
Capital Markets.

BMS Re Bermuda appoints CEO
BMS Re has appointed Chris McDowell 
as CEO of BMS Re Bermuda, a move 
first revealed by The Insurer yesterday. 
He had left his position as head of 
Bermuda at Gallagher Re, formerly 
Willis Re, back in May. BMS Re has 
also hired Mario Binetti as head of 
casualty treaty and actuarial for its 
expansive Bermuda unit. 

LGT secures Lumen Re backing
Fund manager LGT Capital Partners 
has brought in US-based The Kresge 
Foundation as an external equity 
investor in its Bermuda-based rated 
reinsurance platform Lumen Re. 
Structured as a co-investment alongside 
the Princely Family of Liechtenstein, LGT 
said the move will allow for “the most 
efficient allocation to insurance-linked 
strategies for any long-term investor”.

NEWShorts

driving increasingly hard conditions and 
demand also up across a range of other 
lines in part driven by inflation.

It is widely expected that an initiative 
currently in the process of fundraising 
would look to be active in time to 
participate in the key 1 January renewals.

Sources previously said that rather 
than go the traditional private equity 
or institutional investor route for a new 
venture, the seasoned duo of Doucette 
and Cooney were set to engage with a 
sponsor to access ultra-HNW individuals 
in a bid to raise money for the vehicle.

It is thought that that process has now 
advanced, with active engagement with 
the HNW investor community.

Meanwhile, the new venture is 
understood to have been working with 
Aon on developing a structure that 
is expected to include a Bermudian 
presence, rating agency process, modelling 
and other functions prior to launch.

According to sources, Aon’s newly 
launched Strategy and Technology 
Group has performed an advisory role 
which includes structuring the proposed 
business in a way that is beneficial to 
HNW/family offices.

Max ties
Doucette was hired by Cooney in 2000 
shortly after launching Max Re, which was 
eventually renamed Max Capital before 
merging with Harbor Point in 2010 to 
create Alterra Capital. The business was 
subsequently acquired by Markel in 2013 
for $3.1bn.

The well-regarded executive held 
various positions at Bermudian Max Re, 
including president and CUO of the P&C 
reinsurance division.

Cooney left his position as Max Re 
chairman and CEO in 2006. Doucette 
left two years later to join Everest Re as 
executive vice president, eventually rising 
to CUO of reinsurance in 2012 and then 
president and CEO of reinsurance in 2016.

At Everest Re he oversaw meaningful 
growth in the company’s reinsurance 
platform as well as its third-party capital 

management business.
Along with Everest Insurance CEO Jon 

Zaffino, Doucette was viewed as the 
leading internal candidate to replace Dom 
Addesso as group CEO when he retired at 
the end of 2019.

But that role was instead handed to 
Chubb’s Juan Andrade, who took the reins 
at the start of 2020.

Zaffino left later that year for Ascot, 
but Doucette stuck around until last May, 
when it was announced the executive 
was leaving Everest Re to “pursue other 
opportunities”.

Jim Williamson, who had been group 
COO, took over as head of the Bermudian’s 
reinsurance division with immediate 
effect.

Doucette could not be immediately 
reached for comment on this article.

The Insurer comment
Despite what looks like being an 
increasingly attractive pricing environment 
for reinsurers at 1.1 – particularly in cat – 
the consensus so far at Les Rendez-Vous is 
that an influx, or class of new capitalised 
rated reinsurers is unlikely to emerge in 
the near term to rebalance the demand-
supply equation.

The traditional source of capital for 
start-ups – private equity – does not 
appear to have appetite at this stage for 
new pure-play reinsurers, given where 
publicly traded companies in the sector 
are valued at.

And there is also scepticism around 
investor appetite for alternative 
reinsurance vehicles including ILS funds 
outside of the cat bond arena.

But the model mooted for Doucette’s 
venture appears to be different from a 
pure-play P&C reinsurer, with a multi-
strategy approach.

And the HNW investor base being 
targeted is very different from the 
institutional and private equity capital 
usually sought by start-ups. Nothing is 
done until capital is successfully raised, of 
course, but the innovative approach may 
yet find favour…

Doucette targets HNW backing and rating 
for potential $1bn 2023 start-up

Continued on from page 1
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If the challenge of the inflationary impact on property 
renewals has been a dominant theme of this year’s Monte 

Carlo, then the buoyant state of the $100bn+ programs and 
MGA sector may be seen by some as a welcome diversion 
for reinsurers retrenching from cat that are seeking other 
growth opportunities.

And the sector – which like the overlapping E&S 
market is in boom territory – is certainly attracting the 
attention of reinsurance brokers looking to carve out a 
dominant position as specialists in bringing all forms of 
capacity to support fast-growing MGAs and MGUs.

Yesterday, this publication revealed that Gallagher Re 
is combining its existing capabilities into a dedicated 
global programs practice to target the MGA space.

The firm plans to invest further in talent and 
technology to provide a one-stop shop for the sector 
with an initial focus on the rapidly growing North 
American market.

That will include a full suite of services from capital 
raising to tribunalisation, as well as full access to the 
global reinsurance market through the booming fronted 
programs space.

The move to bring together the legacy Gallagher Re 
and Willis Re operations with a more joined-up approach 
is aimed at delivering significant revenue growth at the 
firm, which is targeting doubling the business in size 
over the next five years.

But, of course, Gallagher Re is not alone.
Earlier this year this publication also revealed the bold 

move by Howden RE to take a number of executives from 
Guy Carpenter’s MGA-focused unit GC Access, including 
its leaders Michael Jameson and Matt Beard.

And last week we reported that Howden RE and 
TigerRisk will combine their MGA operations to form 
SabRE, a new reinsurance unit dedicated to the 
resurgent global program market.

The firms, which are set to formally combine early next 
year after Howden Group agreed the $1.6bn acquisition 
of the Rod Fox-founded broker, say SabRE will be the 
largest dedicated global MGA/program reinsurance 
intermediary.

The claim is based on advising on the placement and 
structuring of $6bn of gross written premium.

Bowood managing director Stephen Greener will 
become SabRE chair with a US-London leadership team 
that includes TigerRisk’s program head Neill Cotton as 
well as Howden RE’s new arrivals Jameson and Beard.

Howden RE executive chairman Elliot Richardson will 
oversee SabRE and described it as an “industry first”, 

while TigerRisk CEO Rob Bredahl said the unit will also 
benefit from the combined group’s capital advisory and 
banking resources as well as other services, including 
data and technology.

Both Howden Tiger and Gallagher Re would doubtless 
argue that their entrepreneurial approach closely aligns 
with the MGA client base, and that the breadth of their 
capabilities provides a compelling offering to the sector.

But no one should expect rivals to stand back and 
watch.

Following the recent GC Access exodus, Guy Carpenter 
has been regrouping, and would be expected to invest in 
reigniting its own growth strategy in the MGA space.

Aon has an established team also focusing on the 
sector with a broad array of capabilities, while smaller 
shops such as Acrisure Re and BMS Re are highly active 
in delivering reinsurance capacity and other services to 
MGAs and insurtechs.

The opportunity is clear. Conning estimates that the 
US programs space in 2021 wrote $70bn in premiums and 
grew at a healthy mid-teens rate. The E&S market – a key 
driver of the MGA sector – has accelerated its growth rate 
in 2022, which could fuel a faster pick-up in programs 
premiums too.

That means both segments are closing in on the 
$100bn mark in the US, with the programs sector also 
showing strong international growth, especially in 
Europe. It has been fuelled by the structural shift in 
underwriting talent that has seen a migration from 
carriers to MGAs; the emergence of insurtechs; strong 
demand for specialty products; and the wave of fronting 
companies that have arrived on the scene over the last 
five years.

For reinsurance brokers, the nature of the client 
relationship with an MGA is arguably different from 
the traditional treaty relationship with an insurance 
company.

MGA clients often own their business, but largely don’t 
own the capital that supports them – albeit there is a 
growing trend for alignment of interest through some 
level of self-insurance.

That means potential needs for capital raising, product 
development, fronting paper, reinsurance quota share 
and excess of loss support, captive and other self-
insurance structures, actuarial and modelling services, 
and at times help transitioning to a full-stack carrier.

And that provides multiple opportunities for 
reinsurance brokers with a joined-up approach to grow 
revenue with their MGA clients.

David Bull
North 
American 
editor
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Reinsurance and climate risk entrepreneur 
Neil Eckert is aiming to bring back 

electronically traded hurricane products in 
time for the 2023 wind season, The Insurer 
can reveal.

IFEX (Insurance Futures Exchange) 
products traded between 2008-11 and 
replicated traditional traded industry loss 
warranties (ILWs) for US wind based on 
parametric loss parameters. Traded then 
on the Chicago Climate Futures Exchange 
(a CFTC designated contract market and 
part of Climate Exchange PLC), these 
contracts provided a derivatives market 
for live cat pricing and trading.

ICE’s acquisition of the Climate 
Exchange, combined with the lack of 
hurricanes and soft market conditions, 
resulted in the products ultimately being 
delisted after a few years of traction. But 
a decade later and market conditions 
have changed significantly, as has the use 
of alternative products.

Eckert – who launched the Bermuda 
“class of 2020” reinsurer Conduit Re in 
December 2020 – declined to go into 
details but confirmed his intentions via 
his climate risk business within IncubEx.

Speaking at the Rendez-Vous, he told 
this publication: “Yes, it is true IncubEx 
is planning to relaunch IFEX next year. It 
does depend still on certain milestones 
being met but we think IFEX would bring 
capacity and liquidity to the cat market 
that is facing a very uncertain 2023.”

The move comes after what has been 
described as the most challenging mid-
year renewal for Southeast US property 
cat reinsurance in many years, where 
capacity was unavailable at any price for 
some buyers.

The capacity crunch was most extreme 
in Florida, where despite the absence 
of major hurricane activity reinsurance 
costs surged after years of losses and 
a dramatically deteriorating litigation-
driven claims environment.

That led to demand for alternative 
products, including low-attaching state-
specific ILWs.

One of the themes of this year’s 

Rendez-Vous – the first since 2019 – is 
the challenge faced by the property 
cat reinsurance market in part because 
of the sharp contraction of aggregate 
retro capacity at 1 January. A number of 
reinsurers have either exited property 
reinsurance altogether (Axis) or scaled 
back significantly, although others 
have come to Monte Carlo indicating a 
willingness to write more business albeit 
with a strict eye on exposure limits.

When relaunched, IFEX will be listed 
on a regulated exchange (subject to 
regulatory review) and also provide 
clearing to ensure liquidity and reduction 
of counterparty risk.

The past 15 years have seen a number 
of initiatives to electronically trade 
cat capacity but they have met with 
limited success due in part to the ready 
availability of traditional UNL retro 
capacity (until recently) and static ILWs.

Parametric payout
Loss warranties provide a parametric 
payout dependent upon a certain insured 
loss threshold being met for a defined 
peril, such as a $10bn+ US wind event in 
a particular year. They can be written as 
a reinsurance contract or a derivative. 
An independent loss agency is used to 
calculate the loss. 

Although they don’t provide the 

same back-to-back risk protection as 
a UNL reinsurance/retro contract, their 
simplicity and price transparency has 
made them a durable segment of the 
property retro market. Typically, buyers 
use them to fill gaps when they cannot 
buy retro or reinsurance cover in the 
traditional market or via ILS.

The traditional ILW market is 
dominated by a small number of brokers, 
including market leader Guy Carpenter. 
The Marsh McLennan-owned broker 
claims a 25-35 percent market share 
and trades from its London desk, run by 
Barry Law and David “Larry” Rothstein. 
Other significant market-makers 
include TigerRisk, with the firm recently 
strengthening its bench with the hire of 
James Troughton from Gallagher Re, while 
Lockton is also active having built out 
in retro, including with the hire of Bob 
Bisset. 

Brokerage is typically in the 5 percent 
range and the intermediaries supply 
pricing sheets with up-to-date indicative 
pricing for loss perils. 

The market is opaque, however, with 
brokers reluctant to share their pricing 
knowledge widely. According to AM 
Best, rates are estimated to be up 40-50 
percent in the past year while capacity is 
also up in the region of 20-25 percent.

Regular sellers 

Climate entrepreneur Eckert plans to 
bring back hurricane futures trading
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Validus Re CEO Chris Schaper said the 
reinsurer is actively quoting across the 

board as others retrench, as he described 
an “underwriter’s market” that the carrier is 
addressing from a position of strength after 
reshaping its book over a two-year period 
in which it has doubled in size to $3.1bn, 
according to AM Best data.

Speaking to The Insurer at the Monte 
Carlo Rendez-Vous, the executive – who 
is also CEO of parent AIG Re and ILS 
manager AlphaCat – said the business 
has re-underwritten portions of its 
portfolio and leaned more heavily into 
casualty as part of a diversification 
strategy.

And addressing market dynamics at 
a time when property cat reinsurance 
is on the edge of a true hard market, 
he said that despite de-risking in some 
areas like the Southeast US, Validus Re 
is not retreating from the exposure.

“There is capacity available, but it 
must be at an effective price point, 
with all the changes happening in the 
market.

“And we think that pretty much every 
single line actually has a need for a 
proper price point. The cost of capital 
is going up and we need to actually 
have the proper return coming through 
for the deployment of capital,” he 
commented.

The executive said that in addition 
to rate increases, terms and conditions 
need to be tightened and retentions on 
reinsurance structures adjusted.

Among other dynamics Schaper 
expects to see as renewal negotiations 
gather pace ahead of 1 January is the 
continuing trend of non-concurrency on 
reinsurance placements.

“We started to see that last year and 
it’s something we continue to see. That 
should be okay for cedants because 
we’re willing to deploy the capital and, 
in deploying it, we’re willing to quote 
terms.

“We will quote the account and 
provide different ways of considering 
the deployment of capital for that 

account. We’re definitely here to be an 
effective party for transactions, and 
for deals to ultimately get done. It’s 
important as a professional reinsurer 
that you are actually out in the market 
quoting,” he said.

The Validus Re CEO said that 
decisions around the deployment of 
capacity would first favour the renewal 
of existing clients and supporting those 
cedants that need additional capital, as 
it looks to grow its current relationships 
and become more of a strategic partner.

New business would be considered 
after capacity has been provided to its 
renewing portfolio.

Schaper also expressed an appetite 
to become more embedded with 
“the right partners” in long-term 
relationships and said the reinsurer 
would be willing to commit larger 
amounts of capacity on non-concurrent 
terms to provide cornerstone capacity 
to cedants.

Shifting portfolio
On an AIG investor call last week, 
group chairman and CEO Peter Zaffino 
highlighted the performance of Validus 
Re under Schaper and the “tremendous 
job” the executive has done in 
reshaping the reinsurer’s risk portfolio.

He highlighted the significant cat 
presence Validus Re had previously 
had, particularly in the Southeast, and 
the challenge in achieving adequate 
risk-adjusted returns on that business. 
That had led to significant de-risking, 
including reducing Florida exposure by 
over 60 percent since 2018.

Zaffino described the reinsurer as 
“really strategic and helpful” for AIG.

“Treaty reinsurance companies can 
pivot much faster to take advantage 
of risk-adjusted returns in different 
areas of the business than an insurance 
company,” he observed.

Schaper told this publication that 
there had been re-underwriting across 
all lines in the portfolio over the last 
two years, but that the book is now 

Validus Re addresses “underwriter’s market” 
after doubling to $3.1bn over past two years
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There is capacity available, 
but it must be at an effective 

price point, with all the 
changes happening in the 

market
Validus Re CEO Chris Schaper on 

the reinsurer’s cat appetite
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“solid” and that Validus Re is now at an 
advantage to those that are still going 
through the process.

“Now it’s a question of what we want 
to do with this portfolio and how can 
we further enhance or enable it for our 
clients for the overall benefit of the 
book,” he said.

Casualty growth
And the executive told this publication 
that a pivot to significant growth in 
casualty quota share had been a driver 
of the overall expansion at Validus Re, 
and of a diversifying strategy aimed at 
reducing volatility in its results.

Although he wouldn’t provide 
specifics on gross written premium at 
Validus Re, he said the business has 
broadly doubled in size over the last 
two years, which would indicate a top 
line in the region of $3.0bn, based on 
what the Bermudian was writing prior 
to its acquisition by AIG.

“We’ve certainly written much more 
casualty business than we had ever 
written previously. But we feel that 

we’re in a pretty comfortable spot with 
it because of our timing and how we 
thought about assuming that risk,” said 
Schaper.

He added that the reinsurer sees 
further opportunity to grow in the 
segment but has been selective in the 
insurers it has been supporting with its 

quota share capacity.
“It’s about identifying the right 

businesses or insurance underwriters 
to do this with, and then we look at 
those companies and engage there,” the 
executive explained.

“Generally, when I think about the 
market, this is an underwriter’s market 
right now. That’s different to the past 
when it was more of an incumbent’s 
market. And having capital is going to 
become more and more core to the 
ability to satisfy the needs of your 
clients,” he said.

The Insurer comment
Despite a number of staff exits from 
Validus Re in 2020-21, and ill-informed 
rumours about a potential sale, AIG has 
made it clear that it is committed to 
the reinsurer and is now supporting its 
growth after a period of repositioning. 

And Validus Re is now demonstrating 
its commitment to broker partners and 
clients in its willingness to quote and 
provide capacity for the right price in 
the fast-tightening property cat market.
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We’re definitely here to 
be an effective party for 

transactions, and for deals 
to ultimately get done. It’s 

important as a professional 
reinsurer that you are actually 

out in the market quoting
Validus Re’s Schaper on the 
importance of being willing 

to quote even in a challenging 
market

Validus Re wrote an estimated $3.1bn of premium in 2021
Reinsurance premiums written ($mn)

Life & non-life Non-life only Ratios³
Ranking Company name Gross Net Gross Net Total 

share-
holders’ 
Funds²

Loss Expense Combined

13 Korean Reinsurance Company 7,145 5,102 6,043 4,078 2,126 86.4 14.2 100.6
14 Transatlantic Holdings, Inc 6,034 5,387 6,034 5,387 5,398 69.2 30.2 99.5
15 General Insurance Corporation of India 5,821 5,172 5,630 4,987 7,938 88.8 19.3 108.1

16 AXA XL 5,480 4,313 5,480 4,313 13,139 72.6 31.2 103.8

17 Arch Capital Group Ltd. 5,094 3,254 5,094 3,254 13,546 67.8 26.4 94.2
18 MS&AD Insurance Group Holdings, Inc. 4,393 N/A 4,393 N/A 14,668 N/A N/A 97.7
19 Pacific LifeCorp 4,098 3,620 N/A N/A 17,005 N/A N/A N/A
20 Sompo International Holdings, Ltd. 3,855 3,417 3,855 3,417 7,433 63.5 29.5 93.1
21 MAPFRE RE, Compañía de Reaseguros S.A. 3,719 3,165 3,080 2,534 2,035 69.3 28.7 98.1
22 Assicurazioni Generali SpA 3,670 3,670 1,242 1,242 36,101 83.5 27.9 111.4
23 R+V Versicherung AG 3,421 3,421 3,421 3,421 2,435 76.0 26.3 102.2
24 Validus Reinsurance, Ltd. 3,171 2,452 3,171 2,452 3,548 72.4 28.6 101.0
25 The Toa Reinsurance Company, Limited 2,988 2,453 2,127 1,690 2,614 77.6 32.5 110.2
26 Liberty Mutual 2,945 N/A 2,945 N/A 27,848 62.0 33.2 95.2
Source: AM Best data and research



©
 2

02
2 

EY
GM

 L
im

ite
d.

 A
ll 

rig
ht

s 
re

se
rv

ed
. E

D 
N

on
e.

How can EY Nexus 
bring new products 
to market in a 
frictionless way?

ey.com/nexusinsurance
 



The industry has been forced to take 
“a dose of reality” around natural 

catastrophe risk in the last few years, 
but while rates have changed, pricing 
adequacy remains a challenge, according 
to Aspen CUO Christian Dunleavy.

Speaking with The Insurer TV from 
its pop-up studio in the Hôtel de Paris 
during the Monte Carlo Rendez-Vous, 
Dunleavy said: “I think we all had to take 
a dose of reality around nat cat in the 
last few years. And from my perspective 
there’s always a lot of focus on rate 
change, but rate adequacy is really the 
key question.”

Market uncertainty and loss experience 
have warranted the additional premium 
paid at recent renewals for catastrophe 
exposures, he emphasised – particularly 
in Europe and for secondary perils.

“If you look back historically, a lot of 
the concentration and also rate has been 
around peak peril zones, which tends to 
mean US wind,” he said.

“The reality is that international cat 
has seen significant price reductions over 
the last decade. If you look at Europe, 
they’ve probably given back about 50 
percent of the rate,” Dunleavy continued.

“To get back to where you started, 
before a lot of these climate, social 
inflation considerations in Europe, for 
example, you’re looking at potentially 
doubling pricing,” he said.

“Will that all happen in one year? 
No. But I do think the international cat 
zones are really in need of a rethink and 

repricing and we’re going to be pushing 
hard there. And if we don’t think we’re 
getting paid appropriately, we will be 
turning down that account,” he added.

Looking for growth in casualty and 
special risks

Under group CEO and chairman 
Mark Cloutier, Aspen has undergone a 
transformation over the last three years 
to streamline its business, leading to 
a recent upturn in its results. The (re)
insurer recently announced it had 
doubled its operating income to $130mn 
in the first half of 2022.

Historically, Aspen Re has been a high 
performer within Aspen Group, Dunleavy 
suggested, but – like the rest of the 
industry – “the last few years has been 
difficult”. In response, he has supervised 
a “simplification” of its reinsurance book, 
products and distribution.

“We really tried to pull things in, 
run a really tight, controlled, highly 
opportunistic reinsurance platform going 
forward. That drove a lot of the decision-
making,” he said.

“Hopefully, it sets us up to give good 
solutions for clients through the renewal 
process, and gives us flexibility across 
the group to move in and out of products 
as we think it makes sense. And also to 
generate the kind of return that we think 
is warranted for the amount of risks that 
we’re taking.” 

“Some of the casualty classes are 
interesting,” Dunleavy said. “Within the 
specialty account, we’ve tried to hone in 
on the classes that we think make sense 
for us, around marine and some of the 
kind of what we call special risks, versus 
some of the other products that can look 
profitable briefly, and then give a lot of 
that profit back.”

The Insurer recently revealed the 
reinsurance arm of Aspen is to cease 
writing all aviation, space and bloodstock 
risks, as part of its remediation.

For property cat risks, the demand 
for profitability has replaced a desire to 
grow, explained Dunleavy.

“On the property cat side, we’re really 
focused less around gross or net growth 
of our property cat exposures, but much 
more around really trying to drive what 
we think is appropriate pricing into that 
globally,” he said. 

“I think there are different answers 
in different regions around the world 
around property cat. “We’re going 
through that planning process now, we 
think we’ve built a good portfolio, the 
market is helping us, and some of the 
moves we’ve made over the last few 
years should really support that,” he 
concluded.

Listen to the full interview with Christian 
Dunleavy, speaking to The Insurer TV 
from the suite in the Hôtel de Paris that 
has become a pop-up studio during the 
Rendez-Vous. 
Visit www.theinsurer.com for more on:
• Purchasing strategies for renewals
• Pricing adequacy and areas of 

opportunity
• The transformation of Aspen’s 

business

Aspen’s Dunleavy: Reinsurers have 
swallowed “dose of reality” around nat cat
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Aspen H1 CR improved 6.5 points to 88.2%
Aspen saw its combined ratio improve 
6.5 percentage points to 88.2 percent 
for the first half of the year, with 
its underwriting profit growing to 
$156.5mn (H1 2021: $59.4mn).

Catastrophe losses for the first half 
totalled $92.9mn, up slightly from the 
$84.5mn booked in the first half of last 
year. 

On Russia-Ukraine losses, Aspen 

said it does not write primary 
aviation risks and noted its specialty 
insurance exposure to the event is not 
significant. 

Although Aspen does have specialty 
reinsurance exposure, the carrier 
said it had received minimal loss 
notifications to date and had made 
provisions in its H1 results based upon 
analysis of those exposures.

Aspen CUO Christian Dunleavy
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Further price increases and improved 
conditions in P&C reinsurance can 

be expected in 2023 as a result of more 
expansive large losses and rising inflation, 
said Hannover Re’s leadership team at this 
year’s Rendez-Vous in Monte Carlo.

With the impacts of inflation already 
felt in 2021 regarding nat cat losses, 
Hannover Re noted that impacts will 
likely be seen in other lines going 
forward.

The reinsurer added that it cannot 
yet make any “reasonable estimate” for 
losses related to the Russia-Ukraine war 
but said that the conflict exacerbated 
the inflationary environment and 
would likely lead to additional pricing 
adjustments at upcoming renewals.

Commenting on the current market 
environment, Jean-Jacques Henchoz, CEO 
of Hannover Re, said: “Combined with 
the war in Ukraine and given that the 
pandemic has still not been overcome, 
this is fuelling the long-standing trend 
towards ever-higher loss burdens for (re)
insurers.

“Further risk-adjusted rate increases 
in P&C reinsurance are therefore 
unavoidable,” Henchoz added.

“This is the only way for us, as a 
reinsurer, to continue to offer our clients 
reliable risk protection in an increasingly 
challenging market.”

Hannover Re noted success in its ILS 
business in 2022, having transferred cat 
bonds worth more than $2.7bn to the 
capital markets across 11 issuances.

With business boosted year-on-year 
in collateralised reinsurance and the ILS 
market volume appearing to hold steady 
overall, Hannover Re said it expected to 

be able to continue the expansion of its 
collateralised reinsurance business.

Turning to the upcoming property 
treaty renewals in more detail, Hannover 
Re said there was ground to catch up in 
non-proportional reinsurance.

In Europe, Hannover Re noted that it 
expects to see significant adjustments to 

conditions in property business following 
strains to insurance businesses in 2022.

The reinsurer said that high losses 
from catastrophe events in France 
coupled with rising inflation will be 
negatively reflected in the underwriting 
profitability of P&C reinsurance – 
with significant price improvement 
in reinsurance prices and conditions 
needed.

In its marine book, supply 
chain disruption as a result of the 
normalisation of global trade flows is not 
expected to cause significant expenditure 
for Hannover Re – although the reinsurer 
added that the market may be affected 
by Ukraine.

This includes potential losses from 
detained merchant vessels and political 
violence covers, which have the potential 
to adversely affect the performance of 
Hannover Re’s book of business.

The firm said it has agreed far-reaching 
exclusions in treaties during aviation and 
marine renewals, with an expectation of 
rising prices and some restructuring of 
programmes in both of these classes of 
businesses.

Elsewhere, in North America Hannover 
Re noted that the future profitability of 
P&C lines is under pressure owing to 
sustained high levels of inflation and 
higher frequency of mid-sized losses.

of ILW capacity 
include Arch Re, RenaissanceRe, DE 
Shaw and Aeolus, together with a 
small number of Lloyd’s syndicates. 
However, a successful exchange-traded 
product would open the potential for 
much greater liquidity via the capital 
markets. In 2021, loss analysis firm Perils 
estimated around $3bn of European/
international cat perils were exchanged 
via either ILWs or cat bonds. The US risk 
market, however, is substantially larger 
and with it the established practice of 
live cats, which sees loss warranties 
traded on a particular hurricane before 

it makes landfall. The overall size of 
capacity for US/international ILWs is 
estimated in the region of $3bn-$7bn.

Eckert’s IncubEx creates innovative 
exchange-traded products and technology 
solutions, focusing on designing and 
developing new financial products in 
global environmental, climate risk and 
related commodity markets. In 2021, it 
acquired the insurtech Insurwave from 
Shackleton Holdings Limited, a wholly 
owned EY entity, and it has since been 
repositioned as a digital data platform 
for complicated risk placements. It is 
expected to be further integrated into 

climate market offerings, including 
carbon emission markets. At the time of 
the Insurwave deal, Eckert commented 
that insurance and climate risk were now 
“inextricably linked”. “The sector will 
continue to see expanding opportunities 
as a result of climate change with 
increasingly complex supply chain risks 
in the corporate and captive market,” he 
said. “Our clients will need solutions to 
manage their transition to net zero across 
insurance and financial markets and it is 
critical that we provide the technology to 
focus on connecting them with brokers 
and the markets,” Eckert explained.

Hannover Re: Risk-adjusted rate increases 
in P&C reinsurance are “unavoidable”
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Climate entrepreneur Eckert plans to bring back hurricane futures trading
Continued from page 6

Further risk-adjusted rate 
increases in P&C reinsurance 

are unavoidable
Jean-Jacques Henchoz, CEO of 

Hannover Re
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Standing before the (re)insurance sector 
is a “once in a generation opportunity” 

to make a difference to the global economy, 
according to Aon president and CEO Greg 
Case. 

But success is not a foregone 
conclusion, Case warned in an address 
to Rendez-Vous delegates 
yesterday, “and current 
momentum is not going to get 
us there”. 

Addressing a PwC-hosted 
breakfast briefing, Case said 
the current “era of volatility” 
presented the (re)insurance 
sector with a “very unique 
opportunity”. 

“We know the challenge of 
addressing this volatility is monumental, 
but equal in magnitude is the 
opportunity. We can have an impact on a 
scale we have never had before.”

Case highlighted how the issue of 
volatility – once the preserve of the 
risk and insurance industry – was now 
at the top of the agenda for C-suites, 
governments and society at large. 

“We are on a journey that will define 
the relevance of risk capital for the next 
30 years,” he said. “We are at an inflexion 
point where we could truly make a 
difference.” 

Of the challenges the industry must 
address, Case highlighted the need for 
climate change to be “a priority, in every 
way, shape and form”. “Climate change 
is going to drive the largest relocation 

of capital in history. Climate change is a 
certainty, not a probability.” 

In order to address the protection gap, 
Case said the industry would need to 
reach scale with initiatives in a way it had 
not been able to achieve before. 

“If you chose one word to think about 

the current path we are on and how we 
have navigated our journey along that 
path, I would choose defensive. And I 
hear this from clients every day.” 

Case said one major criticism was that 
the industry was “leaving the playing 
field”. 

“What they mean is, at a time when 
these risks are going up, we should be 
getting bigger as an industry. Instead, we 
are getting smaller.” 

Another criticism is that the industry 
is “taxing the transition” by opting out of 
different sectors as they journey towards 
zero carbon. 

“And the one that stung the most for 
me is why aren’t you doing more around 
accelerators? This industry should be 
innovating more to make things happen.”

Scaling up
Case said the industry’s defensive 
posture was defining its momentum in 
addressing the climate challenge. 

“It limits our ability to add impact in 
a meaningful and substantial way,” he 
said. 

“If we don’t scale our 
concepts, we will miss a 
generational and very unique 
opportunity.

“The question is how we 
take this era of great volatility 
and turn it into an era of 
great opportunity. We are 
the players who facilitate 
the movement of capital. 
In the end, this comes back 

to relevance, and where we are in the 
global economy. 

“We do so many wonderful things as 
an industry. From the 1970s to the mid-
1990s, risk placement as a percentage of 
GDP was growing. As the economy grew, 
our relevance became greater. But from 
the mid-1990s till now, risk placement 
as a percentage of GDP has come down,” 
Case explained.

“We have trillion-dollar market 
cap companies now that have issues 
we are not addressing. The question 
is how we break that trend. We are 
better positioned than anyone else 
in the world to look inside these 
risks and facilitate capital movement. 
Capital movement in this area changes 
everything. 

The reinsurance market is at an “inflection 
point”, leaving it incumbent on reinsurers 

to spearhead change for the benefit of all 
stakeholders, Scor CEO Laurent Rousseau 
told delegates at this year’s Rendez-Vous.

Describing the current environment as 
“one of the best markets we have seen 
for years”, Rousseau outlined that the 
three main headwinds posing systemic 
risks – climate change, pandemic and 
inflation – also present opportunities 

for the industry. “These are in the form 
of reinsurance supply and demand 
dynamics, secular long-term trends 
around technologies and sustainability, 
and evolving accounting and solvency 
regimes, respectively,” he said.

Rousseau drew comparisons between 
the reinsurance market of today and the 
insurance market of 2017, characterising 
both as “unloved industries” – and yet, 
he highlighted, as society transitions 

from abundant financial, natural and 
human capital resources towards scarcity, 
reinsurance has never been more 
important.Therefore, Rousseau said, it is 
crucial to take advantage of the market 
environment and seize opportunities to 
deliver sustainable performance.

The key to determining a strong, 
sustainable performance begins with 
good underwriting and capital allocation, 
he added.

Aon’s Case: Industry has “once in a generation 
opportunity” to address era of volatility

Scor: “Reinsurance has never been more important”
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Accordingly, many market sources have cited the 
benchmark commission level for reasonably well-
performing portfolios rising to just below the mid-
30s, while in some cases buyers have been able to 
appreciably increase commission levels as early as the 
first renewal for some start-up portfolios.

Up until recently, reinsurers have accommodated 
the strong increases in commissions, as they have 
aggressively bid on attractive long-tail business while 
they have soured on other lines, most notably property 
catastrophe.

Reinsurance brokers have also been able to 
successfully leverage heightened demand for the long-
tail lines treaties in order to complete more challenging 
deals, such as property placements and even cyber.

That has occurred even as reinsurance buyers have 
scaled back their pro rata cessions significantly, taking 
a much greater proportion of the attractive long-tail 

lines business net, while also in some cases pushing 
reinsurers to write thinly priced excess of loss covers in 
order to maintain or grow their line on the casualty or 
professional lines deals.

Early signs of growing resistance to rising 
commissions for long-tail lines deals was seen at the 
spring renewals, with a number of Axa XL’s professional 
liability treaties renewing at flat cedes, and, perhaps 
most notably, Allied World cutting the cession on its 
combined professional liability and cyber deal after 
increasing the commission by 2 points to 34.5 percent.

In another sign of the bearish outlook among buyers, 
some cedants and their brokers offered reinsurers 
the option of writing deals on a two-year basis at a 
modestly lower commission, a clear indication those 
cedants expected the economics on those placements 
to shift in the year ahead.

Gallagher Re confirmed many of those trends in its 1 
July 1st View renewal report, which showed US casualty 
pro rata commission increases slowing to between 0 
and 1 percent, US motor liability commissions generally 
falling by 0.5 percent and US healthcare commissions 
ranging between 1 point reductions and 1 point 
increases.

More delicate negotiations expected
In contrast to the prior two years – when an increasing 
volume of submissions were sent out with firm order 
terms where reinsurers weren’t even asked to quote – 
broking and underwriting executives expect a return 
to a more delicate negotiating environment, with more 
substantial discussions needed to come to terms on 
views of risk.

Those conversations will once again centre around 
the standard themes that have defined virtually every 
renewal period in the past, such as developing a 
shared understanding on loss cost inflation compared 
with underlying rate expectations.
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theinsurer.com | #ReinsuranceMonth Monte Carlo Rendez-Vous 2022 | Day 3

Key renewal themes
Among the key renewal themes executives will be watching for 
is whether cedants reverse the increased net positions taken 
at recent renewals, in a bid to ward off downward pressure on 
commissions. 

Efforts by intermediaries to squeeze reinsurers over the last two 
years have been particularly stinging in some cases, especially 
where cessions were dramatically cut back. 

Executives pointed to several key autumn renewals as potential 
bellwethers for sentiment heading towards 1 January, citing The 
Hartford’s 1 October casualty renewal covering its Navigators book 
– which is believed to have a 34 percent expiring commission – 
and CNA’s 1 December D&O placement.

The CNA deal is placed by Guy Carpenter, while The Hartford 
deal, which is placed alongside an excess of loss cover, is co-
brokered by Guy Carpenter and Gallagher Re.

Casualty reinsurer resistance expected to stiffen at 1.1
Continued from page 1



Headwinds buyers are facing include a downward 
shift in underlying price increases and a pick-up in 
loss cost trends, highlighted both by the historic levels 
of economic inflation and the ongoing uptick in social 
inflation, as well as the re-opening of the court system 
after case activity slowed during the pandemic.

During the recent earnings period, executives spoke 
broadly about a significant reversal in D&O pricing, a 
trend that was 
confirmed by the 
latest instalment 
of Aon’s D&O 
pricing index, 
which showed 
that average rates 
for public D&O 
fell by nearly 15 
percent.

That report 
confirms 
commentary 
by reinsurance 
underwriting 
executives, who 
spoke this spring 
about a number 
of portfolios – in the management liability segment in 
particular – failing to meet rate increase projections 
that were provided at the prior renewal.

“I would bet most treaties miss their rate change 
estimate,” one executive commented. “People in 
public excess D&O are saying it’s a bloodbath,” they 
continued, adding that price changes in the segment 
moved from 30 percent increases to 15 percent 
decreases practically overnight.

The shifting pricing dynamics also come as a 
number of carriers reported a deterioration on prior 
accident years in their financial lines portfolios during 
the most recent earnings period.

Markel recorded adverse development in its 
professional liability book for accident years 2015-2019 
during the second quarter, while Argo reported an 
$8mn reserve charge in its international operations 
that it said largely came from its professional liability 
book out of Bermuda, and had been offset by 
favourable development elsewhere.

Brokers highlight reinsurer concerns
Reinsurance brokers have begun to acknowledge the 
growing concerns of reinsurers in the casualty arena, 
despite the strong appetite that remains for the 
business relative to property cat.

Speaking last week at a pre-Monte Carlo briefing, 
Guy Carpenter’s managing director of global casualty 
Carolyn Morley said the casualty sector is also facing 
societal and market challenges, leading to more 

emphasis on individual account dynamics. “Reinsurers 
are increasingly concerned with external economic 
and political factors and the resulting heightened 
volatility applying to both short- and long-tail lines.”

She added that at 1 January, strategic trading 
relationships will continue to carry significant weight, 
as the interest rate environment, Russia-Ukraine 
conflict and inflationary recession concerns top 

the agenda 
in renewal 
discussions.

“Overall, 
casualty 
capacity is 
expected 
to remain 
adequate 
although some 
pricing pressure 
is anticipated 
depending 
on the line 
and capital 
requirements. 
Cedents who 
proactively 

highlight their limits management, portfolio actions 
and policy changes will be strongly positioned for 
successful renewal outcomes,” she added.

Meanwhile, Aon said cedants should prepare for 
probing discussions on key areas of underwriting 
concerns like inflation, rate change and emerging 
risks, with transparency and data quality important 
differentiators.

“Clear communication will be key to securing the 
best terms and conditions.”
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Casualty rate movements
Territory Pro rata 

commission
Excess 
of Loss 
– no loss 
emergence 
% change

Excess of Loss 
– with loss 
emergence % 
change

Australia n/a +1% to +5% +10% to +20%

International – Liability 
and Professional Lines

n/a 0% to +7.5% +7.5% to +15%

US – Healthcare Liability -1% to +1% 0% to +5% 0% to +25%

US – General Third Party 
Liability

0% to +1% -5% to +5% +5% to +15%

US – Motor Liability -0.5% +10% +25%

US – Professional Liability 0% to +2% -5% to +5% n/a

Note: Movements are risk-adjusted. Source: Gallagher Re
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For almost as long as the ILS market has been around 
the question has been when and whether an asset 

class dominated by catastrophe risk could be broadened 
to encompass longer-tail exposures and provide a more 
diversified uncorrelated portfolio to investors.

This publication recalls in the immediate lead-up to 
the 2008 financial crisis a number of investment banks 
looking to structure ADC-type covers for the insurance 
industry.

Carriers were also active, with Axa pioneering a series 
of auto securitisations that were heralded as structures 
enabling the transfer of property and casualty risks.

The credit crisis put paid to some of those early 
efforts. And until recently it was the property cat market 
that continued to be the focus of ILS investors, products 
and innovation, at least publicly.

But the tide finally appears to be turning. At a time 
when investors have retrenched from areas of the ILS 
property market outside of cat bonds, there is a wave 
of interest and now activity in the longer-tail casualty 
arena.

In the last year The Insurer and our sister title Program 
Manager have written about Ledger Investing gaining 
traction as it targets US programs business for its ILS 
transactions, typically working with fronting carriers to 

provide quota share capacity.
And late last month, Program Manager revealed two 

developments that highlight the appetite from capital 
markets investors to access the business through 
transformers and fronting carriers – and the demand 
from cedants to utilise the capacity.

There was the major commitment from Vesttoo to 
deploy $1bn in reinsurance capacity to the portfolio 
of programs fronted by Clear Blue. The arrangement is 
not an index play as a portfolio-wide quota share. The 
capacity will instead be deployed on a deal-by-deal basis.

But the nature of Clear Blue’s portfolio is instructive 
as to the kind of risk that will be transferred to capital 
markets investors through Vesttoo’s platform.

The fronting carrier’s book of programs is heavily 
weighted towards commercial auto and construction, 
including general liability, matching the lower volatility, 
higher frequency-type exposures that a growing number 
of capital markets are looking for as an alternative to cat 
risk.

The arrangement is slated for 12 months, but the 
two parties have already done a significant amount of 
business together and this feels like a relationship where 
a significantly greater amount of capacity than the $1bn 
publicly committed could be deployed over time.

Vesttoo CEO Yaniv Bertele commented at the time: 
“We want to go beyond the current players and increase 
access to the asset class to include significantly more 
sustainable capacity that allows banks, hedge funds 
and asset managers to participate, where they pledge 
their investment grade assets and enhance their yields 
with uncorrelated returns … and also diversify their 
portfolios.”

Longer-tail casualty
On a similar theme, our sister publication revealed that 
Bob Forness-led MultiStrat is acting as a transformer 
and deal structurer to bring $115mn of ILS capacity from 
an unnamed investor to support Venture Underwriters’ 
primary contractors’ general liability program.

MultiStrat’s Bermudian vehicle acts as a quota share 
reinsurer through a segregated cell to State National’s 
United Specialty subsidiary, which provides the rated 
paper for the deal.

And this transaction relates to underlying exposures 
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TYPE: Partnership will see Vesttoo deploy $1bn in collateralized capacity 
to Clear Blue’s P&C portfolio
PARTIES: Risk transfer platform Vesttoo and expansive fronting carrier 
Clear Blue
TERM: Long-term partnership with initial deployment over 12 month period
FOCUS: Capacity will be deployed on select Clear Blue programs on 
portfolio of business that is heavily weighted towards commercial auto 
and construction, including GL
BENEFITS: Vesttoo will be able to provide more investors to access 
diversified portfolio of P&C risk on an efficiently collateralized basis, 
opening up the ILS asset class to a broader range of risks and attracting 
new types of investors. Clear Blue will be able to diversify its sources 
of reinsurance and bring dedicated capacity to reinsurance brokers and 
MGA partners



that are longer-tail than the majority of the casualty 
business that has been involved in ILS deals to date.

There had been question marks over the appetite of 
investors for longer-tail exposures where duration can 
run beyond a decade. On this deal, at least, it appears 
that the quality of data and track record of 
the program was sufficient to satisfy any 
concerns.

Venture Underwriters is owned by CRC, one 
of the big three US wholesalers. It has for 
some time been suggested that wholesale 
(and retail) aggregators may ultimately be 
able to make greater use of capital markets 
capacity to support the broad and well-
diversified portfolios across underwriting 
platforms that have been consolidated at 
scale.

That raises the intriguing prospect of 
index plays or even more selective ETF-type 
structures that could create and structure 
pools of risk that are packaged to the specific 
appetites of a range of different types of 
capital markets investors.

Beyond programs into mainstream (re)insurance
While the US programs and MGA space appears to be at 
the forefront of this innovation at the next frontier for 
ILS investors, Vesttoo and MultiStrat – as well as Longtail 
Re and Ledger Investing – have appetites that stretch 
beyond that segment.

Ledger Investing this summer closed a WestCap-led 
$75mn Series B fundraise and told this publication that 
it had placed more than $400mn in premium into the 
capital markets by June 2022 and was on course to go 
past $1bn by the end of the year.

And speaking to this publication, the firm’s COO Brad 
Fischtrom said: “In addition to continuing to expand ILS 
in the MGA/fronted market, Ledger will also be growing 
significantly in the traditional insurance company space.

“ILS is a capital management tool, i.e., replacing high-
cost, fixed capital with flexible and efficient off-balance-
sheet ILS capital. This is the insurance company business 
model of the future, and Ledger will be the catalyst.”

AM Best picked up on the theme in its latest report on 
the broader sector as it tipped casualty ILS to grow.

“Diverse industry players such as traditional reinsurers, 
insurtech companies and longtime ILS investors believe 
there is an opportunity to transfer casualty risk to the 
capital markets via ILS transactions,” the rating agency 
observed. Traditional reinsurers may have initially 
viewed the emergence of these new players as relevant 
only around the fringes of the market.

But lofty ambitions that extend beyond making 
significant inroads into the MGA segment – which 
along with the E&S market is the fastest-growing and 
hottest space in the P&C industry – are being driven 

by serious, experienced industry veterans at the wheel 
and heavyweight institutional investor support in the 
background. For example, Ledger’s Series B included 
investment from Teachers’ Venture Growth and Intact 
Ventures. The former is part of Ontario Teachers’, 

the pension fund giant which is also 
understood to have backed the launch of 
ILS fund Nanorock by Ledger last year.

Ledger is led by former AIG chief 
reinsurance officer Samir Shah. 
Meanwhile Vesttoo under CEO Bertele 
has assembled an advisory board led 
by chairman Jacques Aigrain, the former 
Swiss Re CEO. It has access to various 
sources of capital and is understood to 
have funding from one of the largest 
investment firms globally.

MultiStrat is led by seasoned (re)
insurance executive Bob Forness and 
Stone Ridge’s Longtail Re is led by former 
TransRe president and CEO Mike Sapnar.

Other examples of new ILS players 
in the casualty space include 

RenaissanceRe’s Fontana Holdings joint venture, which 
is backed by third-party capital focused on casualty 
and specialty risk. For a number of years, smaller niche 
collateralised reinsurers such as Topsail Re and Freedom 
Specialty have been active focusing on areas like auto 
liability and general liability quota shares.

But the new breed is now bringing access to large 
pools of institutional investors seeking casualty risk.

And this brings the real possibility of swathes 
of potential new capacity entering areas such as 
the program and MGA business, with the expertise, 
experience and access to capital to move beyond that 
and make a significant impact as a complement to 
mainstream, traditional reinsurance.
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We want to go beyond the 
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Vesttoo CEO Yaniv Bertele on bringing 
new sources of capital to casualty ILS

TYPE: ILS-backed premium capacity to support Venture program
MGA: Venture Underwriters, part of CRC’s Constellation Affiliated Partners
PROGRAM: Primary contractors general liability operating in all states 
but New York. Represents long-tail exposure
CAPACITY: $115mn of additional premium capacity from unnamed ILS 
investor transformed through Bermudian MultiStrat
STRUCTURE: State National’s United Specialty carrier subsidiary issues 
paper to front the $115mn of MultiStrat quota share premium capacity. 
MultiStrat Re Ltd in Bermuda acts as a quota share reinsurer of United 
Specialty through a segregated cell, with the unnamed capital markets 
investor that supports the capacity owning the preference shares in the 
segregated cell. BMS Re advised on the transaction, providing actuarial 
modelling and support



Reinsurers that still have significant appetite for cat risk 
can leverage their position to become more meaningful 

partners for cedants across a broader range of products to 
grow in established segments such as casualty as well as 
emerging areas like intellectual property (IP), according to 
Aon’s Andy Marcell.

In an interview, Marcell, who is CEO of Aon’s 
Reinsurance Solutions business, 
acknowledged the realities of the capacity 
imbalance in property cat and the 
drivers behind it, but said that the sector 
shouldn’t become fixated on the issue.

“We do a lot of things besides property 
cat. We’re excited about the state of the 
casualty insurance market globally, and 
the reinsurance appetite for it,” said the 
executive.

As previously reported, there are signs of 
moderation in some segments of casualty 
– and in public D&O within professional 
liability there has been meaningful 
softening in insurance pricing in recent 
months.

With mounting concerns about the 
impact of social inflation, that has led 
to suggestions that downward pressure 
on cede commissions for casualty quota 
shares will increase at upcoming renewals 
from historically high levels as reinsurers 
look to offset a perception of elevated risk 
as rates also come off.

While recognising that reinsurers will 
likely push to get a better deal, Marcell 
said the dynamics of the business remain highly 
attractive to them, with underlying portfolios seeing 
the positive impact of rate increases that have been 
compounding each year since the 2019 market turn 
along with shortened limits.

“We think reinsurers are getting the highest net rate 
per ceded million dollars of exposure. 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.

“Of course, there are concerns about social inflation 
and the impact on reserves, but I think that continues 

to strengthen the resolve of insurers to 
hold rate levels and not expand limits 
tremendously and to be disciplined in 
their underwriting. So, it’s a great time to 
be a casualty reinsurer,” he argued.

That means casualty market dynamics 
are likely to be stable as renewal 
discussions progress, with limited 
upwards or downwards pressure on cede 
commissions, Marcell suggested.

Different imperatives
But he also said that the different buying 
motivations at cedants would shape 
renewal dynamics for casualty, and 
potentially other lines of business.

“All clients are not made equal, 
regardless of the average band of ceding 
commissions. For some companies, 
casualty reinsurance is effectively 
permanent capital, but for others it’s 
a conscious choice whether they want 
to purchase it or not, and that’s a 
vastly different set of experiences,” he 
continued.

Where it had been a conscious choice, 
reinsurers were willing to support increased cedes 
because the economics were still improving as rates 
went up and portfolios were de-risked.

In most areas of casualty reinsurance, reinsurers are 
still getting a “tremendous package of risk” that will 
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be better on average than it was last year, 
Marcell claimed.

“In that environment, cedants still need 
to buy a product that does something for 
them on the commission side to make it 
worth their while to actually transfer the 
risk,” he added.

The alternative could see large, well-
capitalised insurers with a discretionary 
approach to casualty reinsurance buying 
retain the risk instead.

Leveraging relationships to grow
However, Marcell suggested that reinsurers 
that are more willing to support cedants in 
a tight property cat market could reap the 
benefits in other areas of their portfolio.

“I think it will be a pretty stable 
environment overall, but where those 
reinsurers are stepping up and helping in 
the nat cat space they will be asking for 
more of a showing if they don’t already 
have it in the casualty space,” said the CEO 
of Aon’s Reinsurance Solutions.

“If hurricane capacity becomes as rare as people fear 
it might, then the reinsurers would use that to influence 
their ability to see a broader range of products from 
their senior company partners.”

Marcell also highlighted other growth opportunities 
for reinsurers, including established areas like specialty 
and emerging areas of risk transfer such as IP.

As has been well documented, specialty lines such as 
marine, aviation and political risk have faced challenges 
in 2022 amid the fallout from the Russia-Ukraine 
conflict.

Marcell said the market had responded “reasonably 
well”, both in rate and articulating the industry’s 
exposures. “There hasn’t been a mass panic and people 

are thinking about how to best protect 
their businesses and take the opportunity 
of a positive rate environment.

“There will certainly be new 
opportunities both in the types and the 
amount of protection that’s purchased,” 
he observed.

Meanwhile, Aon has been at the 
forefront of a number of new product 
innovations in other segments, including 
the emerging risk transfer area of IP.

This too represents a significant growth 
opportunity for reinsurers, said Marcell.

Aon’s reinsurance arm has been working 
closely with the firm’s commercial risk 
business under the Aon United banner 
to innovate the product, in a similar 
vein to its pioneering development of 
the mortgage reinsurance market for 
government-sponsored enterprises 
over the last decade or more. Initially, 
insurers largely participated in early IP 
transactions on a net basis. But after 

a number of successful transactions the deal size 
has been growing and with it the demand for larger 
amounts of capacity.

“You solve that in two ways: by getting people to 
write bigger lines and by having more people write 
the business – both of which are happening. And on 
the bigger line size we’ve done several quota share 
reinsurance transactions that have been successfully 
placed,” he said. Marcell said that reinsurers have so 
far been “dipping the toe” and would require further 
education about the nature and benefits of the product.

But here too leverage could come into play, with 
cedants that have a broader relationship with a 
reinsurer in a better position to gain support in an 
emerging segment such as IP.
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ILS will not have meaningful capacity impact… yet
Heightened alternative capital activity in the casualty (re)
insurance sector is a welcome addition but is not expected 
to have a meaningful impact on the way the product is 
bought and sold, at least in the near term, according to Aon’s 
Marcell.

He noted the emergence of players such as Vesttoo and 
Longtail Re, which along with others including Ledger 
Investing and Multi-Strat have been bringing ILS capital via a 
range of structures to areas including the US program sector.

“We have partnered with some of those players on 
reinsurance as well as insurance with our commercial risk 
colleagues, where we’re trying to build new limits for new 
products.

“I hope more of them come to market to help solve 

the challenges we face. To have new capital come in with 
different ways of thinking about risk is great,” said Marcell.

However, he suggested that at least in the short term 
these types of funds will not have a marked impact on the 
way casualty reinsurance is purchased, although he wouldn’t 
rule it out longer term.

“Hurdles like developing more nuanced products and 
building cedant relationships can be overcome over time. 
But in the end it requires commitment to a long-tail casualty 
product, to transfer risk on a permanent basis, and that is 
something those companies will struggle with,” the executive 
said.

“That doesn’t mean they don’t have a place in the solution 
set though.”



Enoizi attends this Monte Carlo in an unfamiliar guise. 
After almost nine years heading the UK terrorism 

mutual Pool Re – and before that a variety of different 
insurers including AIG, CNA and Argo – he recently joined 
Guy Carpenter to lead its global public sector 
business in a newly created position. 

The Insurer caught up with him to 
understand his plans for the business, 
what can be done to close the protection 
gap and his priorities for the future. 

The task, Enoizi explains, is to marshal 
Marsh McLennan’s various different 
resources – including both Marsh and 
Guy Carpenter, as well as its risk advisory 
businesses Oliver Wyman and Mercer – 
to develop “end-to-end” risk solutions 
to the mega-trends facing the world 
today in partnership with markets and 
governments. 

Referring to global mega-trends – which he lists as 
climate change, changing demographics, the health-
wealth gap and digitisation – he states: “The pandemic, 
climate change risk and indeed the war in Ukraine are 
recent reminders of the nature and severity of the risks 
we face. They won’t be the last systemic risks we face 
and they need different thinking and solutions that go 
beyond simply risk financing. 

“These challenges present an enormous problem 
for society. But also an opportunity for our industry to 
show that we can keep pace with the risks of the future 
and evolve our product offering to remain relevant to 

our clients who are grappling with these issues and at 
the same time, protect society by increasing resilience 
against future shocks.” 

He recognises the industry’s balance sheet is finite 
– and clearly not capable of covering 
systemic risk events in full – but points 
out that capital is just part of the offering 
the industry can provide to governments 
in managing their worst-case risk 
exposures. 

“Yes, of course financing risk is what 
we are known for but we have much more 
to offer as part of our value proposition. 
Loss mitigation, risk research, adaption 
of new risk management techniques, 
modelling and pricing are all part of the 
industry’s suite of product offerings. 

“This is what we mean by an ‘end-to-
end risk solution’ and this is what governments value 
rather than simply a limited risk transfer proposition. 
Remember, they have an alternative in that regard 
because the taxpayer is always the insurer of last 
resort. So what we as an industry must offer is what 
the taxpayer cannot. If we do that, then more public-
private partnerships will emerge. This is precisely what 
Guy Carpenter and Marsh McLennan are focusing on.”  

In fact, the group is already regarded as the 
industry’s leading adviser on public-private risk 
partnerships. Whilst he declined to comment on 
specific clients, well known examples include the 
post-9/11 terrorism schemes, National Flood Insurance 
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Program and the Californian earthquake and wildfire 
funds. 

Internationally, examples include the Mexican nat cat 
scheme Fonden and the UK’s Flood Re. Guy Carpenter 
is also understood to advise many of the European 
terrorism pools including France’s Gareat, the UK’s Pool 
Re, Germany’s Extremus as well as smaller schemes for 
the Netherlands and Belgium.

GC Securities also advises on Pool Re’s landmark ILS 
placement and via its parametric and risk 
consultancy services arm also structures 
parametric solutions where appropriate. 
Along with its strategic advisory, data 
analytics and advantage knowledge hub, 
Marsh McLennan overall is well positioned 
in the public sector space. 

Indeed, it was the group’s pedigree in 
this area that Enoizi says drew him to the 
role in the first place. 

“Marsh McLennan’s track record is 
superb. No other professional and 
financial services firm has done as 
much to develop risk partnerships with 
governments and multinational agencies 
which benefits national economies, 
society and indeed our industry.” 

Nonetheless, the protection gap continues to grow. 
Defined as the difference between the full economic 
cost from a loss event and the proportion which is 
covered, Swiss Re estimated it at $162bn in 2021 just 
from nat cat events alone (see graphic). Factor in other 
global systemic risk losses – such as pandemic, cyber 
and terrorism – and it would have clearly exceeded 
$200bn last year.

Enoizi says it is difficult to accurately estimate 

the gap. “Take cyber, for example. The market may 
be $10bn in size today and projected to grow but a 
catastrophic event could result in an economic loss 
many times this,” he explains.  

But he recognises it is widening. One reason, Enoizi 
notes, is the P&C industry is no longer keeping pace 
with global economic growth. 

“In the decade preceding the financial crisis, the 
global P&C market grew on average by around +4.5 

percent a year, more or less in line with 
world GDP at +4.9 percent.” 

But in the decade since, that margin 
has “widened substantially”, he points 
out, with average annual global GDP 
growth of +4.7 percent outpacing 
insurance premium growth of +3.2 
percent. 

This is unwelcome on many levels. First, 
the cost is disproportionately borne by 
poorer societies. For example, Swiss Re 
recently estimated insurance covered a 
mere 5 percent of economic losses from 
flood events in emerging markets over 
the past 10 years compared to 34 percent 
in advanced economies.

Examining all 2021 nat cat events, there 
were 11,800 fatalities in total, the reinsurer estimated. 
The likelihood is that this would be significantly lower 
with more investment in risk mitigation techniques – 
such as flood defences – which typically accompany 
(re)insurance solutions. 

There is another downside. If the industry does 
not offer solutions to the greatest threats faced by 
societies and companies, then it risks drifting into 
irrelevance over time in the eyes of its customers, 
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potential customers who may chose not to buy and 
governments who will assume the risk themselves 
rather than risk the reputational damage of cover not 
being applied post event despite the taxpayer having 
provided a backstop. 

This chimes with 
Enoizi’s view and he 
is very alert to the 
risk as a result. “As 
an industry we have 
much to offer but we 
have to actually offer 
it. It is understandable 
that insurers – and 
reinsurers – were 
rushing to exclude 
pandemic after Covid-19 
struck but equally we 
have to be mindful of 
how that looks and that 
if our customers just 
see us as ‘excluding’ 
risks when they emerge 
rather than seeking to understand them and design 
innovative solutions, then our collective reputation as 
an industry will be damaged.” 

To be fair to (re)insurers, in the immediate aftermath 
of Covid, the industry did invest substantial time 
lobbying governments about jointly developing 
pandemic solutions which would combine (re)
insurance risk management skills with government 
backstops. In many cases, Marsh McLennan was heavily 
involved. In the US, for example, John Doyle, then 
president and CEO of Marsh, lobbied the 
Trump administration on developing a 
pandemic backstop while Guy Carpenter 
and Oliver Wyman advised on the UK’s 
mooted Pandemic Re solution. 

These – together with other proposals 
worldwide – struggled to gain traction, 
primarily because governments were 
preoccupied with the immediate 
challenges of tackling the pandemic. The 
Ukraine conflict and the struggling global 
economy is unlikely to change things anytime soon, 
particularly since, in Enoizi’s words, the “reality of an 
unlimited guarantee means governments are unlikely 
to hand them out anymore but instead they will expect 
the industry to develop different, more innovative 
solutions that share risk and respect certain rules of 
engagement”. 

While this means we are unlikely to see any major 
pandemic public-private partnership schemes emerge 
soon, the human and economic cost of natural 
catastrophes is a reminder the industry must keep 
knocking on policymakers’ doors with ideas that keep 

it front of mind when governments think about how to 
manage the risks they hold on their balance sheets. 

Indeed, Enoizi has been involved in one such idea, 
a recently launched 
initiative with the 
UK’s Department for 
International Trade. 
Called Resilience 
UK, the idea is to 
combine investment 
in risk mitigation 
measures for perils 
such as climate 
change or cyber, 
whilst simultaneously 
providing a finite 
amount of pooled 
industry capacity from 
the London market. 
The idea being 
that as resilience 
increases and 
understanding of the 

risks improves through new techniques, more capital 
will be deployed. Moreover, should the worst happen, 
the opportunity exists for governments to step in and 
provide liquidity post-event if it is deemed desirable 
to do so.

“It is early days – Resilience UK was only unveiled 
earlier this year – but this is exactly what the 
industry should be doing. Working together and with 
governments, with markets and companies such 
as Atkins (a subsidiary of the global consultancy 

group SNC-Lavalin) to design and 
develop solutions that bring the best of 
engineering and risk and combine them 
into a solution to increase resilience so 
that the disaster we see unfolding in 
Pakistan can be lessened in both human 
and financial terms.” 

The Insurer’s time is up. But one final 
question. Is it strange attending the 
Rendez-Vous as an adviser rather than a 
risk carrier? 

Enoizi laughs: “Ask me in two days but I must say 
that ever since I joined Guy Carpenter in April, I have 
been impressed by the sheer depth of resources 
within the Marsh McLennan family and also the 
entrepreneurial culture it inspires.”  

And he finishes with a nod to a popular television 
show. “Ultimately, it is still the same sport. I’m not 
Ted Lasso. Brokers and underwriters both realise the 
importance of staying relevant and narrowing the 
protection gap. We should see it as an opportunity.” 

It’s only been six months but already spoken like a 
true broker.
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Axis Capital’s exit from property 
reinsurance business will not negatively 

impact existing relationships, with more 
than three-quarters of the $2.1bn premium in 
force coming from customers where property 
cat makes up less than 10 percent of the 
relationship, according to president and CEO 
Albert Benchimol.

The company announced in June that 
it would be exiting the business, with 
this publication reporting at the time 
that Axis would be giving up a $706mn-
premium portfolio, which had been 
scaled down by 31 percent since peaking 
at just over $1bn in 2019.

The strategic decision was based on 
issues of scale and resources, Axis said.

Speaking to this publication at this 
year’s Rendez-Vous, Ann Haugh, CEO 
of Axis Re, explained the difficulty of 
finding the right intersection between 
a comfortable level of volatility and 
sufficient investment and resources to be 
good at the business.

Benchimol added that since the 
majority of the firm’s 
relationships are not 
dependent on property cat, 
they will inevitably grow 
over time as Axis oversees a 
disciplined reduction of its cat 
exposure.

Commenting on the decision 
to exit the property reinsurance 
business, Benchimol said: “As 
soon as you position yourself 
as a specialty company, you 
realise you’re not going to be 
everything to everyone. But the 
secret of success for a specialty 
company is, where you do play, to be very 
good at what you do.”

Going forward, Axis said it expects 
the smaller, niche reinsurance book to 
produce a combined ratio in the low to 
mid-90s, consistent with specialty and 
casualty reinsurance peers.

“On a relative basis, reinsurers will do 
better than they did in the last several 
years,” Benchimol said.

“Reinsurance needs to catch up and 

start to get returns that match the level 
of risk it is taking and the contribution it 
is making to the risk transfer chain.”

The launch of Axis Wholesale last week 
further demonstrated Axis’ commitment 
to repositioning as a specialist reinsurer, 
with Benchimol describing the move as 
an investment in the “very bright future” 
of E&S.

The repositioning of Axis as a specialist 
reinsurer comes after the company 
posted $7.7bn in total GWP for 2021 – of 
which only around 37 percent was made 

up of the reinsurance segment.
Although Benchimol said this 

proportion is likely to continue, he 
advised that capital allocators should not 
target specific ranges, instead following 
opportunities as they arise.

In its investor presentation for the 
second quarter of 2022, Axis reported 
that the reinsurance segment has 
seen 5.3 points of underlying loss ratio 
improvement since year-end 2017.

The company said this was attributable 
to disciplined underwriting and portfolio 
management, as well as continued 
pricing momentum in the quarter across 
many lines.

Speaking to The Insurer, Haugh noted 
“disciplined growth” in Axis’ underwriting 
performance, supported by “smart 
underwriting around choosing the lines 
of business that are going to drive the 
right return on capital”.

The key question, Haugh said, is 
whether rate improvements are sufficient 
in offsetting the headwinds in the market.

It is expected that macroeconomic 
dynamics – such as social and financial 
inflation, the Russia-Ukraine conflict 
and the lingering impact of the Covid-19 
pandemic – will drive further price 
improvements for the rest of 2022 and 
beyond.

Benchimol added that current 
geopolitical events validate the industry’s 
social purpose of stability.

Risk awareness and adjusting portfolios 
for lines of business that 
are appropriate to grow is 
fundamental, but the most 
important measure is to adjust 
reserves according to these 
trends. Optimism should not 
be allowed to influence a 
company’s reserving strategy, 
Benchimol warned.

Turning to conversations 
around ESG, Benchimol 
identified that the ESG agenda 
presents significant growth 
opportunities – but (re)
insurance is behind other 

industries with respect to diversity, equity 
and inclusion efforts.

Haugh emphasised the need for data 
and transparency to ensure firms have an 
aligned commitment on ESG principles 
with their clients.

“Getting to know what the portfolio 
looks like enables us to get comfortable 
on what they’re standing for in those 
policies and embedding that in their 
underwriting,” she concluded.

Property cat exit as part of specialist reinsurance 
focus will not damage relationships, Axis
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The first half of 2022 was characterised by warmer-
thanaverage conditions across much of the globe. 

According to the National Oceanic and Atmospheric 
Administration, it was the sixth-warmest January-June period 
since record-keeping began in 1880.

Extreme weather events exacerbated 
by climate change, such as the flooding 
seen in Australia and South Africa or 
wildfires in Europe, soon followed the heat. 
Consequently, questions about how our 
industry should react remain front of mind.

Fundamentally, there are two opposing 
risks that must be managed: physical and 
transition risks. In brief, physical risk refers 
to the possibility that weather events will 
increase in frequency and severity, causing 
increased losses to insured portfolios.

Transition risk refers to risk arising 
from changing strategies, policies or 
investments as we move to a zero-carbon 
world.

Physical risk modelling in insurance is 
rapidly advancing in sophistication. Guy 
Carpenter has created adjustments to the 
frequency and severity of catastrophe 
models’ stochastic catalogues to reflect 
future climate change impacts at multiple future 
warming levels for most material perils. Vendors and 
individual firms have also undertaken such projects, 
both to meet regulatory demands, and also to inform 
planning and business decisions. Increasingly, the need 
for reliable physical risk modelling is becoming a solved 
problem.

As a result of this exercise and through examining 
the science, we know that not all perils are impacted 
to the same extent. Extreme precipitation and wildfire 
are the most obviously influenced, but others, such as 
mid-midlatitude windstorm, are less so. Crucially to 

firms making near-term business decisions, climate 
change currently contributes only a small amount to 
annual insurance losses. More important factors are 
exposure changes, demographic shifts and inflation, 
among others. An internal study at Guy Carpenter found 
that climate change will likely be responsible for around 
a 1 percent increase per annum in losses in the coming 

decade.
Transition risk, including regulatory 

risk, has become the more urgent 
consideration for many.

Governments globally are moving from 
voluntary reporting of climate-related 
financial risk to mandatory reporting.

Among other developments, disclosures 
aligned with the Task Force on Climate- 
Related Financial Disclosures (TCFD) are 
or shortly will be required in the UK, 
Switzerland, New Zealand, Singapore, 
China, Canada and France.

In the US, 15 state regulators, 
representing nearly 80 percent of the 
domestic insurance market, will begin 
guidelines for TCFD disclosure in 2022, 
with full compliance expected after 
several years. In Europe, current proposals 
include Solvency II updates requiring 
long-term climate change assessments to 
be included in the own risk and solvency 

assessment and the EU Corporate Sustainability 
Reporting Directive (CSRD) requiring comprehensive 
sustainability reporting from 2024.

The CSRD also incorporates the EU taxonomy, a green 
classification system for economic activities, which 
requires disclosure of environmentally sustainable 
investments and non-life gross premiums written.

This means insurers and reinsurers will need greater 
transparency on the composition of their portfolios 
with regards to activities covered by the taxonomy, 
particularly around treaty business, where such data 
collection may not already be taking place. This 
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Crucially to firms making 
near-term business decisions, 

climate change currently 
contributes only a small 

amount to annual insurance 
losses…an internal study at 
Guy Carpenter found that 
climate change likely will 

be responsible for around 1 
percent increase per annum 

in losses in the coming 
decade

Jessica 
Turner, PhD, 
ACII, Head of 
International 
Catastrophe 
Advisory, Guy 
Carpenter

Guy Carpenter’s Jessica Turner reflects on the 
industry’s progress in addressing climate change



requirement impacts 
all insurance written in 
Europe by companies 
subject to the CSRD, which 
will be the vast majority, 
regardless of the location 
of the funded or insured 
asset. Guy Carpenter is 
working closely with the 
market to create disclosure 
guidelines on portfolio 
composition to help the 
market with consistency 
and transparency.

In addition to mandatory 
regulation, a number of 
insurers and reinsurers 
have signed up to the 
Net-Zero Asset Owners 
Alliance and the Net-Zero 
Insurance Alliance (NZIA), 
two UNconvened bodies 
that aim to decarbonise 
investments and insurance 
portfolios respectively.

The NZIA is new, having 
formed in 2021, and 
represents 11 percent of 
world premium volume, 
according to its website.

Currently, the organisation 
is finalising its method 
for calculating the carbon 
represented in underwriting 
portfolios and is expected 
to lay out a framework in 
early 2023, with members 
submitting their own 
interim target between now 
and 2050 six months later.

The development has the 

potential to be disruptive, 
as the membership consists 
of a much larger share of 
the reinsurance market 
– over half by written 
premium – than the primary 
insurance market. The 
2023 carbon accounting 
framework will cover only 
direct and facultative 
insurance in the first 
iteration, so there is still 
some time for adjustment 
on the treaty side.

Climate change and its 
impacts on our industry will 
remain a key topic in the 
coming years. In addition to 
risks that must be managed, 
there will be opportunities 
in the transition, such 
as the exploding growth 
in renewables offering 
investment and insurance 
opportunities. Best 
practices that we have 
observed in the market 
include internal education, 
quantifying physical risk 
through modelling, and 
proactively preparing 
for the regulatory and 
policy changes which 
are sure to come with 
the transition. Increased 
transparency, data 
collection and disclosure 
will be paramount, along 
with increased dialogue 
with stakeholders and 
counterparties.
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Swiss Re and Hannover Re are among a select group of 10 
major (re)insurers that have committed to end or restrict 

underwriting for both conventional oil and gas projects, 
according to the latest ESG Insurer analysis of the sector. 

The analysis shows the big four Europe-based 
global reinsurers have broadly continued to enhance 
their underwriting portfolio decarbonisation policies 

over the past 12 months by extending restrictions to 
varying degrees to include conventional oil and gas.

Scor, for example, has announced curbs to 
conventional oil but has not yet unveiled plans to 
restrict gas.

Munich Re stands alone in its lack of policies 
restricting thermal coal exposures in its treaty 
portfolio, with its three peers having now 
implemented exclusions for treaty reinsurance as 
well.

It has, however, pledged to eliminate its exposure 
to thermal coal completely by 2040. 

Initial carbon underwriting policies – which were 
rolled out as early as 2017 in the case of Scor – have 
all included restrictions on unconventional fossil 
fuels such as tar sands and Arctic oil and gas drilling.

The four reinsurers have also all made 
announcements this year rejecting the controversial 
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 Talking Points
• Swiss Re was the first of Europe’s big four reinsurers to unveil 

plans to completely phase out coal from treaty reinsurance 
underwriting

• Hannover Re and Swiss Re both unveiled new policies to 
restrict oil and gas underwriting in March this year.

• All four reinsurers are members of Net Zero Insurance Alliance



East African Crude Oil Pipeline project, joining 
carriers Axa and Zurich in publicly committing that 
they will not underwrite the pipeline.

Three of the quartet – Munich Re, Swiss Re and 
Scor – are also founding members of the Net-Zero 
Insurance Alliance (NZIA), which was launched in July 
last year, with Hannover Re joining the alliance in 
October.

They are now among a total of 29 current members 
committing to transition their insured and reinsured 
emissions to net zero by 2050 in line with a 1.5°C 
target. 

In cooperation with the Partnership for Carbon 
Accounting Financials, NZIA is currently preparing a 
protocol to measure and disclose insured emissions, 
with a protocol for setting emission reduction targets 
to follow.

In terms of oil and gas exit policies, Hannover Re 
was the first mover among the big four reinsurers, 
presenting the new policy in its 2021 annual report on 
10 March this year.

Although the company is not a big player in oil 
and gas, the move set a new floor for the sector and 
allowed the German reinsurer to be on the front foot, 
having been the last among its peers in rolling out an 
underwriting policy for thermal coal a few years back. 

The reinsurer’s annual report revealed that from 
mid-2022 onwards ”the facultative division will no 
longer take on any new covers for project policies 
associated with the exploration and/or development 
of new oil and gas reserves (upstream) or for project 
policies that exclusively support the transportation 
and storage (midstream) of new oil and gas reserves”.

The announcement fulfilled a previous pledge 
from Hannover Re’s parent Talanx, which made 
a commitment in May last year to phase out 
underwriting carbon-intensive industries by 2038.

A week after Hannover Re’s new policy was made 
public, Swiss Re made a similar announcement 
effectively excluding insurance for most new oil and 
gas projects. 

The reinsurer said it would exclude insurance for all 
new oil and gas field projects with a final investment 
decision approved after 2022, and that by 2030 all of 
the carrier’s oil and gas sector premiums would come 
only from companies with credible net-zero plans. 

It also committed to developing an oil and gas exit 
policy for its treaty business by 2023.

Swiss Re was the first carrier to unveil plans to 
completely phase out coal from treaty reinsurance. 
On 16 March 2021 it announced its ambition to 
completely phase out thermal coal from its treaty 
business by 2030 in OECD countries and 2040 in the 
rest of the world, raising the bar for the rest of the 
reinsurance industry.

Meanwhile, French reinsurer Scor used its AGM on 

18 May as the opportunity to announce the end of 
coverage for new oil field projects as of 2023, only 
making exceptions for oil projects of “companies 
aligned with net zero by 2050”. 

The policy, however, was criticised by climate 
activists on the grounds that it did not cover gas 
fields.

Ariel Le Bourdonnec, insurance campaigner at 
Reclaim Finance, said: “Scientists and experts from 
the International Energy Agency have been clear 
about the harmfulness of gas and the need to end 
fossil fuel expansion. By allowing gas as well as 
exceptions for some new oil fields, Scor’s policy does 
not even go half the distance.”

In 2017, Scor became the first reinsurer to unveil a 
carbon policy for its insurance business. 

However, it took until July 2021 for the reinsurer to 
commit to apply its coal commitments to reinsurance 
treaties, announcing a complete phase-out of coal 
from its underwriting activities by 2030 in OECD 
countries and by 2040 in the rest of the world. 

Specifically, Scor announced that “its subscription 
guidelines for 2022 will plan for all reinsurance 
treaties bearing over 10 percent of coal to apply for 
specific approval by the management prior to their 
subscription by Scor”.
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Swiss Re among winners  
at ESG Insurer Awards
Swiss Re led the rankings in the global reinsurer category at the 
inaugural ESG Insurer Awards, which took place in July in London. 

Based on the findings of two separate surveys as well as public 
disclosures around ESG, the awards examined attitudes and 
progress in addressing the ESG agenda across the global specialty 
insurance and reinsurance sectors. 

The survey focused on how companies are addressing ESG both 
from an investor and underwriting perspective, as well as within 
its core business operations. 

Alongside Swiss Re, several other (re)insurers were recognised 
for their leadership positions, including Sompoo International, 
which ranked highest among Bermudian reinsurers. 

The event also recognised several individuals for their 
contribution to the industry’s ESG drive with Alex Hindson, 
chief risk and sustainability officer at Argo Group, recognised 
as outstanding contributor and RenaissanceRe’s Harriet James 
receiving the ESG Rising Star of the Year Award. 

(Re)insurance and climate risk entrepreneur Neil Eckert took 
top billing, receiving the lifetime achiever award for his long-
standing efforts to advocate how capital and innovation can 
be a force for good when faced with the challenges of carbon 
emissions and climate risk. 

Look out for details of the 2023 ESG Insurer Awards in the 
coming months.
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Global reinsurers’ carbon underwriting policies

PSI membership PSI signatory PSI signatory PSI signatory PSI signatory

NZIA membership NZIA founding member NZIA founding member NZIA founding member NZIA new member  
(joined on 13/10/2021)

Date of thermal coal 
underwriting policy 
adoption

Sept-2017 Jul-2018 Aug-2018 Apr-2019

Dates of major updates 
to carbon policy

Apr-2019 / Jul-2021 /  
May-2022

Mar-2022 Dec-2020 Feb-2020 / Oct-2021 /  
Mar-2022

Thermal Coal standalone 
risks exclusions

No direct or facultative 
reinsurance in respect of new 
thermal coal mines or lignite 
mines and plants (since 2017); and 
in respect to the construction of 
new coal-fired power plants (since 
30/04/2019)

Since 2018, ban on old 
and new projects that 
have more than 30% of 
exposure to thermal coal

Since Sep 2018, no new coal-fired 
power plants or coal mines

Since April 2019, no 
facultative reinsurance 
coverage for any planned 
new coal-fired power plants 
or coal mines 

UW restrictions for 
companies active in Coal 
and coverage of treaty 
reinsurance

No company thresolds.  
 
Restrictions on treaty reinsurance 
since 2021

Since 2018, ban on 
companies that have more 
than 30% of exposure to 
thermal coal.  
 
The policy applies across 
all lines of business 
(direct, facultative and 
treaty)

No company thresolds.  
 
No restrictions on treaty 
reinsurance

Since Feb 2020, ban on 
companies that generate 
more than 30% of their 
revenues from activities in 
thermal coal.  
 
13/10/2021: Hannover Re 
will develop methods to 
determine GHG emissions of 
reinsured customer (treaty) 
portfolios so as to reach net 
zero by 2050

Thermal Coal thresold 
escalation/phase-out

Coal phase-out strategy by 2030 in 
OECD and 2040 worldwide. In 2021, 
this commitment was extended 
to Scor’s portfolio of reinsurance 
treaties (initial commitments 
covered only facultative insurance 
coverages for new coal projects). 
Specifically, Scor announced that 
“its subscription guidelines for 
2022 will plan for all reinsurance 
treaties bearing over 10% of coal 
to apply for specific approval by 
the management prior to their 
subscription”

As of 2023 Swiss Re will 
begin tightening its treaty 
underwriting policy for 
thermal coal risks and exit 
all thermal coal exposure 
in OECD countries by 2030 
and in the rest of the 
world by 2040

5% reduction in GHG emissions 
AND 35% reduction in coal-
related exposure in its D&F 
business between 2020 and 
2025. Exposure eliminated 
completely by 2040

No underwriting of coal-
based risks in connection 
with power generation in 
its entire P&C reinsurance 
portfolio from 2038 
onwards.  
 
Hannover Re will develop 
methods to determine GHG 
emissions of reinsured 
customer (treaty) portfolios 
so as to reach net zero by 
2050

Conventional Oil & Gas 
UW policy adoption date

May-22 2021, enhanced in Mar-2022 - Mar-22

Conventional Oil & Gas 
UW restrictions

End of coverage for new oilfield 
projects as of 2023. Exceptions 
allowed for oil projects of 
“companies aligned with Net-Zero 
by 2050”. The policy does not 
cover gas fields. Also, it does 
not apply to facultative or treaty 
reinsurance

Exclusion of insurance 
coverage for new oil & gas 
field projects (with a final 
investment decision after 
2022). Exceptions allowed 
for “projects of companies 
aligned with net-zero 
emissions by 2050, as 
defined by the Science 
Based Targets initiative 
(SBTi) or a comparable 
third-party assessment”

No commitment - focus 
restricted to unconventional Oil 
& Gas exclusions only

From mid-2022, end of 
facultative insurance 
coverage for projects 
associated with the 
exploration and/or 
development of new oil and 
gas reserves (upstream) 
and midstream projects 
associated with new oil and 
gas reserves

Conventional Oil & Gas 
expansion policy

No commitment No commitment No commitment No commitment

Conventional Oil & Gas 
Phase-out

No commitment Phase-out by 2030 from 
companies that are not 
aligned with net zero by 
2050

No commitment No commitment

Source: The ESG Insurer. Unauthorised copying forbidden without prior written permission.

34 | Analysis: ESG



We are highly entrepreneurial, long-
term partners, with deep expertise 
and an aligned approach which 
meets the changing demands of 
large global clients, domestic and 
regional (re)insurers and MGAs. 

Talk to one of the team at Monte 
Carlo or Baden Baden or contact us 
at info@howdengroup.com

howdengroup.com

Ace in  
   the hole

Howden Re is a trading name of Howden Reinsurance Brokers Limited, part of Howden Group Holdings. Howden Reinsurance Brokers Limited is authorised and 
regulated by the Financial Conduct Authority in respect of general insurance business. Registered in England and Wales under company registration number 7142031. 
Registered Office: One Creechurch Place, London EC3A 5AF.  Calls may be monitored and recorded for quality assurance purposes. 08/22 Ref: 7842



“Give them bread and circuses and they will never 
revolt” – Juvenal. 

From the French Revolution (‘then let them eat 
cake’) to the worldwide unrest in 2008, the Arab 

Spring in 2011 and the protests in Sri Lanka this year, 
food shortages and price rises always have political 
consequences.¹

Drought in grain-producing territories coupled with 
rising oil prices 
caused the price 
spikes of 2008 
and 2011. This 
year the Russia-
Ukraine conflict 
has added a 
new geopolitical 
challenge to the 
world’s food 
network.

In 2021, 
Ukraine 
and Russia 
represented 
29 percent 
of the global 
trade in wheat, 

18 percent of corn and 78 percent of sunflower 
oil². With inflation already an issue in the global 
economy, the effective closure of the Black 
Sea export route drove prices of the affected 
commodities significantly higher.

As long as the conflict endures, we may assume 
that exports of these commodities will remain 
sporadic and unpredictable, that prices will reflect 
this uncertainty and (free passage agreements 
notwithstanding) that Ukraine’s harvest and exports 
will be lower this year.

There are two additional complexities that 
underwriters should factor in an analysis: a) fuel 
prices and b) climate change.

The price of oil affects the cost of nearly every good 
or service produced in a modern economy. As with 
food, exporting nations benefit from price rises, but 
most consumers in developing economies suffer. The 
periods of unrest in 2008 and 2011 coincided with 
both food and oil price spikes.

Despite major advances in modern farming 
practices, much of the world’s food is still grown 
on relatively small parcels of land by smallholder 
farmers who rely solely on rainfall for their crops and 
livestock. Drought is their biggest fear, and drought 
frequency has more than doubled over the last 25 
years.

For many poorer countries, agriculture still 
represents a high proportion of GDP. Drought 
threatens livelihoods³ as well as food security, and 
can trigger large-scale human displacement, which 
in turn may trigger further strife where the displaced 
settle. The World Bank estimates 65 percent of the 
world’s poor will live in conflict-affected countries 
by 2030⁴ which may displace more than 70 million 
people.

(Re)insurers should prepare for potential civic 
fallout
To assess the risk of civil unrest in a particular 
territory, we analyse the general dependence 
on the global food supply chain (imports), the 
specific dependence on Ukraine and Russia and the 
current base level of social, political and economic 
dissatisfaction:
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The (re)insurance implications 
of famine and political risk
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FAO food price index

The FAO Food Price Index (FFPI) tracks monthly changes in international prices of a basket of food commodities

TransRe’s Jake Borsellino on why (re)insurers should prepare for near term political unrest
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1. General dependence on the global food supply
Based on the percentage of domestic consumption 
imported in 2021, we categorise each territory at low, 
medium or high risk of experiencing food shortages.

2. Specific dependence on Ukraine and Russia
While all importers 
face higher prices, 
those who source 
from Ukraine face 
an amplified impact 
as they develop new 
trading relationships, 
possibly with sellers 
that are further away 
and at greater cost.

The above criteria 
focus on the likelihood 
of a food shortage. 
The next question is 
whether such shortages 
will lead to strikes, riots 
and/or civil commotion.

3. Social, political 
and economic 
dissatisfaction
Rich countries may 
import significant 
amounts of food, but 
they have the economic 
strength to provide 
stimulus support during 
crises. Citizens of 
poorer countries that 
experience high inflation 
or slow economic growth 
may receive less support and be less able to adapt to 
higher food prices, making protest more likely.

Because political/social tensions are abstract 
concepts and difficult to quantify, we use certain 
techniques to approximate them. Although there is 
no uniform way to accurately measure a society’s 
satisfaction with its government, we assume civil unrest 
is more likely in corrupt countries, so we look at the 
Corruption Perceptions Index⁵. We also include the 
Social Safety and Security Index⁶, which forms part of 
the Global Peace Index that considers the amount of 
violent crime, the number of refugees/displaced people 

and the number of riots/violent protests each year, to 
indicate each country’s level of social violence. 

We take three economic indicators (GDP per capita, 
consumer price inflation, GDP growth), one political 
indicator (the Corruption Perceptions Index) and 
one social indicator (the Social Safety and Security 

Index) and blend the 
weightings based on 
a statistical model of 
the historical record of 
unrest. This analysis 
provides a level of risk 
factor for civil strife 
in a given territory. 
This factor and similar 
analyses could help 
inform underwriting of 
potential political risk 
exposures in certain 
territories and lines of 
business.

Conclusion
Today’s world food 
system has become 
highly inter-connected 
globally and linked 
with energy and other 
commodity markets. 
This has introduced an 
unprecedented level 
of complexity into the 
world’s food system. 
As a result, consumers 
worldwide experience 
significant benefits, as 
well as systemic risks. 

The Russia-Ukraine conflict has provided an invaluable 
case study into how disruptions at one node in the 
global food network inevitably ripple across the world. 
The intrinsic link between food prices and civil unrest 
presents an important risk for policymakers and the 
insurance industry to help manage.

1 https://www.fao.org/worldfoodsituation/foodpricesindex/en/
2 www.apps.fas.usda.gov/psdonline/app/index.html#/app/advQuery
3  https://www.csis.org/analysis/climate-change-and-food-security-test-us-

leadership-fragile-world 
4 https://www.worldbank.org/en/topic/fragilityconflictviolence/overview 
5 https://www.transparency.org/en/cpi/2021
6 https://www.visionofhumanity.org/maps/#/
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Jake 
Borsellino, 
TransRe
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Working with reinsurance clients over the last 18 
months has been fascinating as they get to grips with 

understanding and managing climate change risk. It’s a new 
dimension for risk management – with new approaches to 
learn and adopt which is never easy. There’s also an urgency, 
as reinsurers come under pressure to assess and manage 
their risk and demonstrate compliance.

So, how are reinsurers doing with regards to climate 
change risk? It varies greatly. Some clients 
have made significant progress and have 
a clear view of what they want to achieve. 
Others are just starting out and need help 
to shape their entire journey and guidance 
on their first steps. But what we see is that 
almost all clients demonstrate positivity 
and commitment to building climate 
change resiliency into their business and 
are honest about their current position.

The industry is gathering pace as 
reinsurers grow in confidence around 
understanding climate change risk and 
reappraise their long-standing role as 
climate risk experts. The industry knows 
these skills are in demand, turning 
hazard all the way through to dollar loss 
and pricing risk, and also influencing a wide range of 
stakeholders in mitigating risk.

What insights do we have from working with clients? 
First, recognise that climate change risk is a broad 
concept. It pays to be specific about what part of climate 
change risk is of interest. Is it how climate will change in 
the future or is it about how it has already changed? It’s 
important to make this distinction as establishing the 
impact of climate change to date is difficult to do.

Some reinsurers have looked to account for climate 
change risk in their present-day estimates and integrate 

this into their view of risk. But there is significant 
uncertainty around historic climate change as 
disentangling climate change signals from other natural 
climate variations is challenging, especially for rare and 
extreme events. Instead, we see clients using insights 
from future projections to better understand their 
current climate views.

Second, clients want to move away from “single-use” 
views of risk such as those designed 
solely for regulatory purposes. They 
want flexibility – with near-term views 
and what-if views over the next five to 10 
years. Although long-term, regulatory-
orientated climate change views through 
to 2100 are great for regulators and 
policymakers, they are less useful for 
reinsurers. RMS climate change models 
are designed to support these use 
cases both now and in the future, as 
well as being in step with the regulatory 
environment.

Third, even if your business 
understands climate risk science, how 
does this insight get into your existing 
tools and feed decision-making networks? 

We see lots of new solutions on the market that 
understand science and hazard, but not the consequent 
loss, and tangential climate change views that do not 
complement existing tools. 

Clients are having success with RMS climate change 
models as they deliver the science right through to 
dollar loss specific to their exposure, with metrics 
that are consistent with existing processes. Flexibility, 
integration and industry standardisation are becoming 
important as climate change risk analytics are now 
starting to mature.

Just how well are reinsurers dealing 
with climate change risk management?

Some clients have made 
significant progress and have 

a clear view of what they 
want to achieve. Others are 
just starting out and need 
help to shape their entire 

journey and guidance on their 
first steps

Joss 
Matthewman, 
Senior 
Director, RMS
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Axa XL has retained most of the clients affected by its 
40 percent reduction in appetite for catastrophe risk 

exposed business, its new reinsurance CEO Nancy Bewlay has 
revealed. 

After taking the helm at Axa XL’s reinsurance arm in 
March this year, Bewlay’s first priority was a review of 
product lines across the portfolio to decide where the 
company could grow – part of which involved drastically 
reducing its cat exposure.

She stepped up from her former role as 
global chief underwriting officer to lead the 
reinsurance business after Charles Cooper 
unexpectedly quit. 

The reinsurer cut back its catastrophe 
risk appetite by roughly half, but has 
managed to keep the business of most of 
those clients in other parts of its book, she 
stressed. 

“We did restructure our cat portfolio, but 
we want to remain relevant in this space. We actually 
retained 95 percent of our clients in the cat space,” 
Bewlay told The Insurer TV, reporting live from the Monte 
Carlo Rendez-Vous as part of #ReinsuranceMonth. 

“What it’s allowed us to do is to focus on our long-tail 
lines more than we had previously, and give us the time 
and the space to really focus on that growth potential. 
We’d like to see growth in the casualty space and really 
train on our expertise, which is property, casualty and 
specialty,” she explained. 

At Monte Carlo this year, Bewlay said she expects 
discussions to be straightforward around pricing, which 
she says will need to rise at 1 January. 

“Everyone’s talking about a realistic approach to the 
market,” Bewlay said. “We still see hardening of the 
market coming into 2023. I think everyone has been really 
transparent about what’s going on, all the challenges that 
we’re seeing, and how we can navigate what’s to come.” 

Commenting on the relative shift to casualty business, 
Bewlay said she is focused on the risks posed by inflation 

and litigation risks to the reinsurer’s book. 
“As we come out of Covid-19 and we see the reopening 

of the courts, we expect that we’ll get back to a pre-Covid 
activity. We’re monitoring that,” she said. 

She is also monitoring a European shift towards a class 
action environment alongside growing inflation.

“We really have to monitor it closely, but we are 
committed to that space. We want to be a provider of 
capacity in the long-tail and casualty lines,” Bewlay said.

The focus on expertise, and retaining and 
attracting talent, has been another major 
priority for Bewlay since taking over the 
leadership of the business. She travelled to 
Monte Carlo from a recent off-site meeting 
in Paris, along with 60 leaders from within 
the business.

“Talent is such a concentration for us. We 
had Thomas Buberl, CEO of Axa, come to 
support and help with the messaging to all 

of our talent that we are so committed to this space,” she 
said.

“Diversity and inclusion are obviously top of mind. We 
want to hire from 100 percent of the population so that 
we can represent our clients. It’s a constant focus for us,” 
Bewlay added. 

See the interview 
with Nancy Bewlay 
in full, filmed from 
the balcony of 
The Insurer TV’s 
pop-up studio 
suite in the Hôtel 
de Paris during the 

Monte Carlo Rendez-Vous. The televised interview can be 
viewed in full at www.theinsurer.com:
• Bewlay’s priorities as reinsurance CEO
• Appetite for cat business drastically cut
• Axa XL’s pivot towards casualty

We did restructure our cat 
portfolio, but we want to 

remain relevant in this space
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Why is everyone interested in Latin America?
The region is booming with a wealth of expansion 

opportunities available. Some brokers have started 
investing in Latin America, and their reasons are 
plentiful.

While the figures vary between countries, in general, 
Latin America has a low insurance penetration. 
According to a 2020 report from Mapfre, the average 
penetration rate was 3.1 percent, and despite the 
region being home to approximately 9 percent of the 
global population, it accounts for less than 3 percent 
of the premium.

A significant reason for this is lack of financial 
resources. Insurance is obviously not a priority 
for those who are struggling. Countries are trying 
to counter this through solutions such as affinity 
deals and microinsurance, which allow access to 
protection products at lower costs and can be easily 
distributed. On the other hand, a growing middle 
class is counteracting this low penetration and driving 
more insurance purchasing. This trend is projected to 
continue, with the middle-class population expected 
to potentially double in less than 10 years – this 
will drive an increased appetite for insurance and 
reinsurance.

Another factor is a general lack of trust in insurance, 
with many feeling that money spent on paying 
premiums is not money well spent. There is a tendency 
to believe that whenever you have a loss, the claim 
process is complicated and something can go wrong. 
To counter this, the industry and governments must 
work together to improve the view the population 
has of insurance companies, and emphasise the real 
importance of insurance as a mechanism to achieve 
peace of mind, protection and sustainability.

Low penetration of insurance products also means 
there is a gap between what should be insured and 
what really is insured. For example, there are some 
countries where if an earthquake were to take place, 
less than 2 percent of the properties would be insured. 
This is a terrible situation as it means an economy that 

has suffered an already significant impact will have 
the additional burden of having to pay for damages 
upfront or through a tax increase, putting further 
pressure on an already devastated population.

As Latin America is a region that is heavily exposed 
to catastrophic events, the lack of insurance is doubly 
important. Across the continent, there is a significant 
risk of earthquakes. Additionally, the whole region 
has varying exposure to natural catastrophes such as 
winds, droughts and flooding. There are also political, 
terrorism and social risks.

The region also presents opportunities for capital 
advisors to provide risk financing alternatives – not 
just through insurance, but through bonds, ILS and 
other risk financing mechanisms that could allow for 
the insurance gap to decrease.

To further improve the public’s perception of 
insurers and reinsurers, an increase in regulatory 
requirements is important. There has been a 
significant uptick in the number of steps needed 
to take to begin operations in the region. This has 
upsides and downsides. It slows the process, making 
it more complicated to set up new businesses or 
expand existing ones, but on the other hand, more 
regulation of the industry generates more trust from 
the consumer. An involved regulator that is closely 
analysing requests increases the guarantee that a 
valid claim will be paid. These consultations provide 
a much-needed boost in confidence around the 
purchasing of insurance and reinsurance for people in 
the region.

Latin America is primed for growth. Due to its 
diversity, it is difficult to discuss it using generalities – 
but this diversity can be one of its greatest strengths. 
Different countries are exposed to different risks. For 
example, Argentina is not exposed to cat, whereas 
Mexico has a high level of exposure. Brazil is not 
greatly exposed to terrorism risk, but Colombia is. 
This allows insurance and reinsurance businesses to 
choose which risks they want to insure, with varying 
levels of exposure, reducing the concentration of risk.

Diversification of risks, an expanding middle class 
and growing consumer confidence make Latin America 
an increasingly attractive region for the industry.

Juan Carlos 
Gomez is 
executive vice 
president of 
Latin America 
and Caribbean 
at BMS
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Latin America – 
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The mid-year hardening of Latin America property 
catastrophe business will continue into 2023 as major 

players pull back from the region, with market sources 
warning of the potential for a severe Caribbean capacity 
shortage should a hurricane hit this year while uncertainty 
remains over the impact of the devastating drought in Brazil.

Back in late June, market sources canvassed by this 
publication said property cat reinsurers had pushed 
for rate rises of up to 15 percent in the Caribbean, with 
programs in Chile and to a lesser extent Peru also facing 
significant increases in the cost of cover at the mid-year 
renewals.

As one contact noted at the time, a general lack of 
capacity availability for the Caribbean meant that the 
region’s reinsurance market was “pretty hard”.

Another contact described the lead-up to the mid-year 
Caribbean renewal as “a mess”, while a broking source 
said they had managed to get renewal lines placed – 
albeit at elevated pricing – but trying to find additional 
limit to replace that which had exited was a struggle.

Sources noted in June that renewals in Chile and 
Peru for earthquake-exposed business had faced rate 
increases ranging from around 8 percent to 10 percent.

Those market takeaways were supported by 
commentary from Gallagher Re, which in its 1st View 
report analysing the mid-year reinsurance renewals said 
loss-free Latin America catastrophe business renewed 
with pricing up 3-12 percent, while loss-hit accounts 

faced increases of 7-20 percent.
“The largest factor driving reinsurers to reduce their 

capacity has been the reducing appetite for wind 
exposure in the Caribbean and earthquake exposure in 
Chile, which has led to rate increases consistently above 
+7.5 percent in those regions,” Gallagher Re said.

At 1 July, Gallagher Re said the greatest impact was 
felt in Latin America’s peak catastrophe zones and also 
for large placements where the supply and demand of 
capacity was most finely balanced.

As Gallagher Re noted at the time, the increases seen 
at Latin America’s mid-year reinsurance renewals were a 
continuation of the trend that was observed at both the 1 
January and 1 April renewals.
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 Talking Points
• Cat coverage hardening seen at midyear 2022 to continue
• Brokers preparing clients for rate rises and tightening of T&Cs
• Reinsurers have pulled back from the region or withdrawn 

entirely
• Caribbean cat capacity already tight with fears of crunch if 

hurricane hits
• Pricing in Columbia to pick up having lagged behind Chile and 

Peru
• Uncertainty over scale of Brazil drought losses



Rate hardening to continue
Latin America-focused executives that The Insurer 
spoke to in late August were firm in their belief 
that the pricing trends for cat coverage seen at the 
mid-year renewals would be maintained for the 
foreseeable future, especially in the Caribbean, while 
pricing in Colombia is expected to tick up at a faster 
pace potentially than Chile and Peru.

“We have seen a capacity shortage, particularly Chile 
and Peru in Latin America, and then the Caribbean,” 
one source said. “I’m also anticipating that places 
like Colombia may catch up a bit because rates there 
haven’t moved in a positive direction much at all, 
and I think that’s a function of historical profitability,” 
the source added. Another contact noted that one 
clear sign the Caribbean market is contracting is the 
concern amongst the region’s brokers.

“They expect the market will really harden,” one 
source said regarding Caribbean business.

“They’re now spending time preparing the clients 
and telling them to forget their wish lists and to think 
about what is most important in their terms and 
conditions. What do they really care the most about, 
and what are they willing to concede?” they added.

As various sources explained, the past year has 
seen numerous markets pull back their capacity or 
withdraw entirely from the region, with the Caribbean 
being a particularly tough spot.

Hurricanes Irma and Maria in 2017 and Hurricane 
Dorian in 2019 all resulted in significant losses across 
the Caribbean, with reinsurers taking heavy hits and 
pushing up pricing in response.

AM Best noted in a recent report that while there 
was a low level of claims activity in 2021 – and so far 
in 2022 – reinsurance pricing continues to harden as 
insurers and reinsurers feel the effects of inflation.

Along with the broader reduction in appetite for 
property cat capacity that has seen companies such as 
Axis Re and Tokio Marine Kiln withdraw globally, Latin 
America, and particularly the Caribbean, has also seen 
companies including Everest Re, TransRe and Scor 
reduce their commitment.

“In the past 12 months so many people have pulled 
out of the Caribbean that programs will be tight. The 
brokers will struggle to get the last 15 to 20 percent of 
capacity they need,” one source predicted.

Another market contact summed it up by stating 
“it’s not a very happy picture if you’re a buyer in the 
Caribbean”.

“God forbid there’s a hurricane this year. Caribbean 
capacity isn’t going to be adequate at year-end as it is, 
so if there’s another hurricane it’ll get pretty serious 
because reinsurance is absolutely critical to the 
economies of those islands,” the source said.

“None of the insurance companies have the capital 
strength. So if the reinsurance capacity is in shortfall, 

the insurance companies can’t absorb it so they 
have to cut what they do. That then affects the banks 
and their lending, and it becomes a governmental 
economic issue,” they added.

Another concern for Caribbean insurers is their 
proximity to Florida, whose carriers are exposed to the 
same weather events. Reinsurers will focus wherever 
they can get the best returns, and given the limited 
resources at most Caribbean carriers, the Floridian 
insurers frequently find favour.

“The rates have been going up, but there’s only so 
much they can go up. The rates in the Caribbean now, 
you can’t push it much higher because the clients 
won’t buy,” one source said.

As a result, there will be an increased focus on terms 
and conditions, the source explained.

“The ceding companies in the Caribbean will 
have to understand that ceding commissions, profit 
commissions and event limits will all have to come 
down, and other restrictions will be placed on their 
contracts. This is a turning point,” they stated.

Brazil drought hits hard
The catastrophic drought that has gripped Brazil’s Paraná River 
valley since the end of last year has presented heavy losses 
to reinsurers, with IRB Brasil Re, Mapfre Re and Scor having all 
disclosed significant exposure to the event.

Sources have previously pegged the market’s exposure at north 
of $1bn.

Scor estimated H1 losses of €193mn ($192mn) from the drought, 
and has said it will cut back its agriculture exposures by 50 
percent next year in response. As well as providing reinsurance 
to Brazil’s agriculture insurers, Scor supports AgroBrasil 
Administração e Participações Ltda, an MGA that writes primary 
agriculture business in the country.

As of the end of June 2022, Mapfre Re had suffered an €88mn 
hit.

By the far the biggest exposure lies with IRB however, with 
the Rio de Janeiro-headquartered reinsurer having paid or 
provisioned for approximately R$1.5bn ($294mn) of drought losses 
at the midpoint of 2022 as it revealed it had exhausted its retro 
cover.

IRB is considering several options to address a 36 percent 
capital shortfall it announced in its Q2 2022 results, including a 
share offering and the sale of real estate assets and a potential 
loss portfolio transfer.

With the drought ongoing and claims still being filed to insurers, 
the scope for reinsurance losses to rise further remains.

Sources said reinsurers are closely studying their agriculture 
books and contemplating how they will respond to the losses, 
whether by staying in the market or pulling back. Regardless, 
pricing will increase for coverage that is vital to supporting Brazil’s 
vast agriculture industry.
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Strong demand from (re)insurers to access the buoyant 
MGA sector continues to be one of the major factors 

driving surging growth in a program fronting space that 
now sports more than 20 active players.

And two developments in recent weeks have shone 
a further light on the booming segment, 
which saw top-line growth of 45 percent 
to almost $9bn among the top 17 fronting 
carriers in the US last year based on data 
compiled by asset manager and research 
firm Conning.

News in mid-August of the surprise 
move by Mitsui Sumitomo Insurance (MSI) 
to buy hybrid fronting carrier Transverse 
for an initial $400mn sparked a valuation 
frenzy in the segment, as rivals sought to 
extrapolate to a multiple of Ebitda and 
determine what that might mean for their 
own businesses.

The transaction came five years 
after Markel’s $919mn acquisition of 
State National at 16x 2018 earnings – a 
watershed moment that was the catalyst for a wave of 
fronting start-ups.

Ledbetters return
Then at the end of the month in an intriguing 
development it emerged that State National founder 
and former CEO Terry Ledbetter is returning to the 
market with a senior management team led by his son 

Luke Ledbetter to launch Kestrel Group.
Although full details of the platform 

were not revealed, it will bring AM Best 
A- rated admitted and E&S capacity 
supported by capital partners including 
AmTrust to the programs space.

The start-up said it will serve program 
managers, MGAs, reinsurers and 
reinsurance brokers as they look to 
generate “enhanced efficiencies in the 
insurance value chain”.

The Ledbetters added that Kestrel 
would build on the expertise, track record 
and deep relationships in the industry 
from their days at State National, where 
they had focused on the creation of a 
bridge between distribution and capacity.

And it is in providing that conduit to allow traditional 
reinsurance capacity, as well as a growing number of 
alternative capital or ILS players, to access insurance 
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of new entrants to the fronting 

carrier space



risk that the cohort of fronting vehicles has found 
significant growth opportunities with bursting deal 
pipelines.

MSI accesses MGA space
Although MSI has plans for Transverse beyond fronting, 
it said that the acquisition would generate revenue 
diversification by accessing the fast-growing specialist 
MGA, wholesale and 
other broker-led 
distribution channels 
for property, casualty, 
marine and specialty 
business.

It provides it with 
optionality, with the 
ability to simply take 
fronting fees on US 
programs business 
or retain a material 
amount of the risk on 
its balance sheet.

For Transverse the 
expected upgrade 
to A+ in line with its 
prospective parent 
would put it out on its own in the fronting segment.

That alone could be a catalyst for more meaningful 
growth and bigger program relationships, supported 
by a much larger balance sheet at the group level that 
could allow it to scale up even more rapidly to respond 
to opportunities.

The combination also points to an intriguing 
dynamic for MSI and Transverse, 
with MS Amlin one of the more 
active reinsurers in the programs 
space, potentially playing its part 
as a strategic supporter of its new 
fronting carrier stablemate in a 
market where access to guaranteed 
reinsurance could be a significant 
advantage and selling point to MGA 
partners.

Demand and supply factors
The dramatic increase in the number of fronting 
carriers since State National was acquired by Markel 
is in part a reflection of investor interest drawn by 
the high multiples achieved by the seller in the 
transaction.

But it has also coincided with an explosion of the 
MGA space itself.

In its recent report on the US MGA sector, Conning 
said that direct premiums written by MGAs grew by 15.5 
percent last year to $56bn, with the total size of the 
market estimated at $70bn. Sources have estimated 

the global market to be north of $100bn.
One key driver has been the surge of business 

flowing into the E&S market, where MGAs play a 
significant role and accounted for 38 percent of 
premiums in 2020.

The rise of insurtech has also been a catalyst for 
growth in the MGA sector, with many of the tech-driven 
models incorporating a delegated authority structure 

to write business and 
distribute product.

Arguably the biggest 
headlines though 
have been around the 
heavy flow of senior 
underwriting talent 
from carriers, drawn 
by what Conning 
described as the 
“inherent appeal” of 
the MGA model in the 
post-pandemic world.

Flexible business 
models and the 
opportunity in 
many cases to gain 
greater alignment 

with the economic performance of an MGA and their 
own underwriting through equity ownership has been 
an attractive proposition for underwriters that they 
typically cannot achieve at a traditional carrier.

There are also a growing number of “plug and play” 
or turnkey-style MGA platforms that can facilitate a 
speedy launch for underwriting individuals and teams 

looking to capitalise on a market 
opportunity without having to build 
out their own infrastructure.

Reinsurance conduits
The expansion of the MGA sector has 
led to greater demand for capacity, 
and the growing ranks of fronting 
carriers have been facilitators of 
that by allowing MGAs to access a 
large pool of reinsurance capital 
in addition to the more traditional 

domestic program insurers and Lloyd’s.
The Conning study noted that despite generally hard 

market conditions, capacity has not been challenging 
for MGAs to access because of the surge of fronting 
carrier entrants.

“A hard market for most lines of business is growing 
harder, yet capacity to support MGAs is often easier 
to secure than in previous years due to the efforts 
of fronting companies to open up global reinsurance 
markets,” said the report.

That represents a sea change for MGAs, which 
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historically have had to deal with the ebb and flow of 
opportunistic traditional carrier appetite and a lack of 
long-term commitment from capital.

“Structural changes in the E&S value chain recently 
have reduced this anxiety, opening up capital sources 
that may prove to be more durable,” said Conning.

It noted that the new generation of hybrid fronting 
companies has emerged to provide MGA access to 
both admitted and non-admitted paper supported by 
panels of reinsurers.

“Reinsurers have been increasingly attracted to MGAs 
and have found an easy means to provide support 
through a dramatic expansion of the fronting market,” 
said the firm.

Part of that attraction lies in the ability of reinsurers 

to get close to the end client, often through the use of 
fronting carrier capacity.

Alignment of interest
Another key development in the new breed of fronting 
carriers has been the emergence of the hybrid 
model, where insurers retain a portion of the risk 
on premiums – sometimes up to 20 percent – while 
maintaining a relatively capital-light model that is 
attractive to investors.

Speaking to our sister publication Program Manager, 
William Pitt, director of insurance research and 
consulting at Conning, said: “That creates an alignment 
of interest with reinsurers and everyone is quite happy 
about that. The great news for MGAs is that fronting 
carriers make it easier [to access capacity].”

Some reinsurers have taken a strategic approach to 
supporting MGAs by also taking minority investment 
positions, while an increasing number of MGAs have 
sought to align themselves with their reinsurance 
panel by retaining risk through captive vehicles or 
other structures.

The growth of fronting carriers means that State 
National, Trisura and Clear Blue all feature in the top 
five insurers in the US measured by non-affiliated MGA 
direct written premium.

All in, the trio reported strong direct written 
premium growth last year, with State National rising 31 
percent to $2.85bn, Clear Blue growing 44 percent to 
$1.08bn and Trisura expanding by two thirds to almost 
$800mn.
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There are now 20+ fronting carriers in the US
Name US 

launch
Key personnel

2020 Joe Zuk, Hugh Burgess, John 
Willemsen, Rich Koehler, Mike 

McAuliffe

2018 Pat Rastiello

2017 Eric Halter

NA Andrew O’Brien

2015 Jerome Breslin

2021 Brady Young and Jonathan Reiss

2021 Scott Snyder, Will Thuston

2021 Wyatt Blackburn, Steve Dresner

NA Terry McCafferty

2020 Richard Kahlbaugh

2020 Chris McClellan, Mike Toole, Tony 
Urban

NA Amit Shah

2020 Bill Jewett, Craig Rappaport

2020 Jason Sears

Southlake Specialty 2021 Yogesh Kumar Chhabra

2015 Torben Ostergaard, Dave Ingrey

1973 Matthew Freeman

2020 Shane Haverstick, Lloyd Yavener, 
Russ Renvyle

NA Michael Day

2019 Erik Matson, Dave Paulsson, Ethan 
Allen

2017 Michael Beasley

Source: The Insurer
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Inflation, and how insurers are working to tackle it, is 
already the number one topic of conversation between 

insurers, their brokers and reinsurers.
Without doubt, ceding companies will need to 

demonstrate during the coming renewal that they have 
a handle on the total insured values (TIVs) within their 
reinsured portfolios. They will also need to outline their 
credible strategy to deal with it. With inflation touching 
double digits in some jurisdictions, TIVs 
can be a moving target, but the critical 
message cedants will have to deliver is 
that they’re on top of it.

Casualty carriers have a recent history 
of dealing with the lingering issue of 
social inflation, and therefore have well-
established tools to cope. But inflation 
on the property side is a relatively new 
challenge. Macroeconomic factors are 
changing the landscape.

Liberty Mutual Reinsurance has adopted 
several strategies to deal with the inflationary issues 
affecting property portfolios. Their deployment varies 
by geographical market, but first among them, and 
useful everywhere, is awareness-building. Uncertainty 
over rising TIVs is a market-wide issue. Several third-
party vendors provide tools to assess valuations, 
particularly for exposures in the US. Cedants’ use of 
these technologies gives us a good level of underlying 
comfort that insurers are getting their arms around the 
problem.

Meanwhile, our centralised analytics team has 
been looking closely at our own data to assess how 
exposures have changed over the past five years, and to 
make forecasts about regional direction and velocity of 
travel. We compare those findings to reported broader 
trends, and to the market’s view. From there, we form 
our own judgement of inflation and its impacts.

Sometimes no historical data or external tools 
are available to support analyses, particularly for 

exposures in developing markets and new business. 
In those cases, we adopt a partnership approach. 
We talk intensively with insurers and their brokers to 
explore what they’re experiencing, and how they are 
reacting. We then incorporate those findings with our 
own modelled perspective to come up with a well-
considered view of inflation risk.

As part of the Liberty Mutual Group, we are working 
hard to understand the inflationary 
pressures on our portfolio. We’ve divided 
rising claims costs into components and 
created strategies to address them.

Insurers can choose from an array 
of strategies ranging from blanket rate 
increases to active portfolio adjustments 
or revaluations. Whatever the approach, 
as a reinsurer, we want to be satisfied 
that the chosen approach is realistic and 
workable. We want to see that insurers 
understand how their TIV could move 

during the coverage year – keeping in mind that for 
many carriers, the numbers to hand may already be 
about three years old.

In a perfect world, we would be able to value each 
insured building or reinsured portfolio in real time, 
regardless of the occupancy type. That’s not realistic 
today, but we work with property indices for many 
exposures. They are an improvement over a simple 
annual estimate of value, or the blunt instrument of 
a fixed-percentage rise. One long-term aim for the 
insurance industry could be to value every building on 
their books in this way, something that a handful of 
insurers have already accomplished.

We don’t expect every client to deploy TIV analysis 
technology during renewals, but we need to be 
comfortable that the reported values are as accurate as 
possible in the current inflationary environment. If any 
clients are struggling with the challenge, we’d be happy 
to help.

Inflation on the property side 
is a relatively new challenge. 
Macroeconomic factors are 

changing the landscape

Hetul Patel is 
chief actuary, 
reinsurance at 
Liberty Mutual 
Reinsurance
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Liberty Mutual Re’s Hetul Patel on meeting 
the challenges posed by inflation

Inflation and 
the renewal
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If we are lucky enough to have arrived with luggage and 
without travel delays, the industry will be breathing a sigh 

of relief at finally being able to be back in person in Monte 
Carlo for the first time since 2019.

We’ve adapted well to the events of 
the past two years. The increased use of 
video calls has led to more frequent and 
regular communication with clients at all 
levels, and that is certainly something we 
are continuing with moving forward. The 
reduction in travel also delivers cost and, 
importantly, environmental benefits.

But nothing can replace that face-to-
face interaction in terms of helping to 
build long-term relationships with our 
clients. And it is something that we are 
seeing is increasingly important to them. Trust forms 
such a key part of the insurer/reinsurer relationship 
and that is something that is built up over a long 
period of time with a partner that has taken the time 
to really understand their business.

We are moving on from the days where reinsurance 
was an annual venture where most conversations 
took place around the renewal period. We should be 
focusing more on that continued communication and 
also be looking to develop a partnership that will last 
many years.

In their reinsurers, insurers are looking for the 
exact opposite of the current environment they are 
operating in. We have previously talked about the 
great amount of uncertainty we as an industry are 
facing from a traditional loss perspective. In addition 
to this global uncertainty, insurers are also continuing 

to face the challenges of changing buyer habits and 
competition from non-traditional players entering 
the market, which has resulted in a very challenging 

environment.
So, in a world of unpredictability and 

volatility, insurers need a reinsurance 
partner that is predictable, consistent 
and stable. But one that is also able to 
embrace change and new ways of thinking. 
We need to continue to have open and 
frequent communications with our clients 
to understand their needs and what they 
really want from their reinsurer.

At QBE Re, long-term relationships have 
always been a major part of our strategy, 
but this has never been more important 

to us than it is now. It allows us to have a longer-
term view of our own business and have a considered 
approach to what we write and how we spread our 
appetite. In turn, this helps provide the stability that 
insurers are after.

We’ve recently reshaped our business so that it is 
simpler to deal with and can more readily meet broker 
and client expectations. Our new structure allows us 
to be more consistent and connected for our clients. 
By being more joined up across product lines and 
geographies, we have made it easier for us to adapt 
to their needs. This has sharpened our ability to have 
that partnership with clients of all shapes and sizes. 
We now can better bring our expertise and our global 
footprint to a client engagement policy which is there 
to continuously listen, learn and develop in a mutual 
partnership.

The growing importance of 
long-term relationships

We are moving on from the 
days where reinsurance was 

an annual venture where 
most conversations took 
place around the renewal 

period

Jamie Cook is 
global head 
of client 
management 
at QBE Re

QBE Re’s Jamie Cook examines the importance of stable partners in uncertain times
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Property catastrophe coverage is among the most 
important purchases that many buyers of reinsurance 

make. For most, it is particularly painful that rates have 
been hardening this year and will continue into next year. 
Recognising the reality of this situation is essential if we 
are to provide appropriate solutions in the face of adverse 
market and environmental conditions.

It is well understood that one immediate 
cause of hardening rates is the general 
inflationary environment – an economic 
situation not seen in developed markets 
for at least 20 years. Catastrophe losses 
frequently suffer from demand surge 
inflation and this issue will be exacerbated 
when inflation is being driven by energy 
shortages and supply chain disruptions. 
Rising claims, the risks of climate change 
and increasing secondary perils are also 
driving current rate rises.

Buyers can work with reinsurers by 
getting their underlying portfolio values and pricing 
as accurate as possible and showing that they have 
implemented a comprehensive approach to addressing 
inflation. This approach provides reinsurers with 
confidence in the exposure presented and allows for 
the most efficient pricing. Unfortunately, those that do 
not take this comprehensive approach will see more 
significant changes.

Losses continue to affect the market, driving a 
general tightening of supply, with many reinsurers 
moving away from lower attritional layers, reducing 
their overall peak-zone capacity or both. 

Conversely, we expect that the demand for increased 
reinsurance limits seen at mid-year renewals ($3bn-
$4bn from nationwide carriers) will continue into 2023. 
The combination of decreasing supply and increasing 
demand points to pricing continuing to harden, 
regardless of what happens this wind season.

Reinsurers, such as MS Reinsurance (formerly MS 
Amlin AG), which are still committed to the property cat 
market will have a vital role to play.

Commitment is key
MS Reinsurance is focused on further developing a 

well-diversified portfolio of reinsurance 
risks. Property cat is an important part of 
that portfolio as it is such an important 
purchase for many of our clients. We 
focus the allocation of our catastrophe 
capacity with clients that can help us 
achieve our strategic target of a more 
diversified portfolio.

The difficult current environment in 
the property cat market is the result 
of many factors, including a reliance 
by the industry on capacity that had 
no connection to the product beyond 
liking the potential returns. Once the 

perception of those potential returns changed, that 
capacity was gone. 

Many buyers of property cat reinsurance have come 
to recognise that, for such an important purchase, 
commitment matters just as much as price.  

Reinsurers, like MS Reinsurance, that demonstrate 
a commitment to providing the products their clients 
need, that understand why and when they provide 
property cat capacity and are committed to building 
mutually beneficial relationships with clients will prove 
to be business partners with value well beyond the 
capacity they provide.

Property cat: Now is the time 
for providers to commit

The combination of 
decreasing supply and 

increasing demand points to 
pricing continuing to harden, 
regardless of what happens 

this wind season

Chris Hayward, 
Chief 
Underwriting 
Officer, 
Bermuda

54 | Viewpoint: Property cat

theinsurer.com | #ReinsuranceMonth Monte Carlo Rendez-Vous 2022 | Day 3

MS Reinsurance’s Chris Hayward outlines why 
a strategy for delivering property catastrophe 
capacity is more essential than ever amid 
increasingly difficult market conditions
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The physical risks of climate change can have a dramatic 
impact on the balance sheets of companies at high risk 

of exposure to losses triggered by extreme weather events, 
such as storms and floods. Last year, global insured losses 
rose to $112bn – the fourth highest on record.

2021 was also a pivotal year as climate changes came 
knocking on the door of Europe’s biggest economy. 
Floods in Germany triggered the largest losses on 
record for the country’s insurers, with the government 
on the hook for uninsured damages. Meanwhile, 
Hurricane Ida exposed a dramatic lack of resilience in 
the world’s largest economy. Such examples are likely 
to increase as we are already seeing the effects of 
carbon from fossil fuels burned decades ago.

The management of physical climate risk has never 
been so urgent, as well as understanding the impact 
of both acute events and longer-term chronic changes. 
Natural catastrophe modelling indicates the value of 
assets today, but we need new tools to understand 
overall climate risk over the long term. This means 
integrating transition and physical risk analytics.

Factors that determine transition and physical risks 
follow a similar pattern, but with significant differences. 
Transition risks are largely influenced by global 
markets, such as commodities, with variable impacts 
depending on domestic policy, royalties or taxes. 
Physical risks, on the other hand, such as acute flood 
or storm events, are determined by the climate as it is 
today and longer-term, chronic changes such as rainfall 
or rises in sea level or temperatures.

Forecasts of how the climate will change are by 
nature uncertain and can be further influenced by 
human interventions such as mitigation efforts, 
including decarbonisation of the energy system. 
The degree of exposure to these risks can also vary 
depending on human interventions, such as flood 
defences erected near critical infrastructure.

“Climate conditioned” models, drawing from the 
Intergovernmental Panel on Climate Change scenarios 
that project what may happen if the world warms by 
1.5°C or 4°C by 2100, help us to understand how to 
allocate capital to align with net-zero targets.

Although climate change is a global phenomenon, its 
impacts are felt at the local, often very granular level, 
such as a sea level rise which might not affect inland 
agricultural activity but could hinder operations at an 

oil refinery, causing disruption to domestic fuel supply. 
Resilience measures are not just related to climate, as 
we have seen in Taiwan where global semiconductor 
supply was disrupted by an earthquake in 2021 – not 
just because of the seismic shock but because of the 
dust that settled in the processing rooms.

When it comes to identifying the potential for 
future risks, and the impact a transition might have 
on an energy company’s portfolio, we see a change 
in exposure to assets (even if the hazards are the 
same) when investments in clean energy technologies 
increase. Understanding these risks enables investors 
to price risk more accurately.

Application of new technologies, investment in 
renewable energy and power distribution, or carbon 
capture and storage, can all result in changes to a 
company risk profile, and in particular due to changes 
in type and magnitude of the physical risks that can be 
experienced.

When we drill down to specific clean technologies, 
we can model what impact the longer-term changes to 
solar radiation and air temperatures will have on solar 
photovoltaic systems. Understanding the difference 
in yield for better or worse can help manage risk and 
inform investment decisions, helping the selection of 
the correct sub-type of technology. We can run similar 
models for wind power.

In particular, it is essential that the most appropriate 
sources of physical hazard data are used to represent 
the range of long- and short-term hazards.

Multiple ‘shock’ events, alongside expected changes 
to the frequency and severity of natural hazards, can 
compound the impact on organisations.

Clearly some risks will be harder to identify than 
others, especially those without precedent or when 
rapidly evolving, and no ‘crystal ball’ is on hand to 
help identify future risks accurately. Instead, as part 
of a well-developed enterprise risk management 
process, the use of analytical tools and data will 
provide a means to work through a range of potential 
scenarios and help determine the most appropriate 
set of management actions that can be put in place to 
mitigate the most plausible risks identified.

No crystal ball: adapting 
technology to future 
climate change

Matt Foote 
is senior 
director of 
science and 
analytics in 
the Climate 
and Resilience 
Hub at WTW
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In the wake of Hurricane Katrina, a flood of capital 
came into the catastrophe insurance market looking to 

support underwriting risk. But since then, there has been 
disillusionment and a loss of appetite for catastrophe exposure.

The pain was the result of a disjunction between 
capital and a perceived accurate view of risk. Matching 
these twin aspects of the insurance process has always 
been a vital task and we believe our industry is evolving 
towards a more holistic service from (re)insurance 
broking.

The desire for a closer relationship between 
underwriting and capital is evident in the 
rise of the MGA, which offers a more direct 
interaction between underwriting and 
capital. MGAs currently account for about 
8 percent of the insurance market in the 
US, having doubled in size over the last 
decade.

This trend is indicative of changing 
expectations, but it is more complex than 
simply a demand for shorter chains of 
intermediation. The boundaries between 
traditional distribution, traditional 
underwriting and traditional capital are 
blurring.

Building strategic services
As a broker with $30bn in premium through retail and 
wholesale and $1.5bn through MGAs, Acrisure Re has 
wide experience of the capital market and has built 
close relationships with large sophisticated capital 
providers. This has allowed us to develop a closer 
understanding of the risk appetites and expectations 
that are unique to each.

Developing that understanding creates a much closer 
alignment of risk and capital. As a form of vertical 
integration, it reduces costs, but also allows for a more 
intelligent service that delivers better outcomes for 
capital and secures the right partner for insurance 
clients.

Reinsurance broking has historically been largely 

focused on transactions. Its future, however, lies in a 
more sophisticated service – one of market intelligence 
and analysis, understanding the client and providing 
strategic advice to MGAs, syndicates and reinsurers,  
examining and advising on business plans and risk 
appetites, not just with an eye on the next transaction, 
but on the ongoing business strategy and legacy too. 

At the same time, it requires a similar understanding 
of capital and building relationships with underwriting 
capital providers.

Fulfilling this role requires three things. The first is the 
access to and understanding of underwriting that comes 
with deep knowledge and experience in the insurance 
sector. 

The second is the ability to articulate the view of 
risk that can give capital providers a range of possible 
outcomes and an understanding of both the downside 

and the risk-adjusted return. The third is to 
bring the advisory expertise that one might 
normally expect to find in a management 
consultancy or investment bank.

The key lies in understanding the aims, 
appetites and expectations of both capital 
providers and clients from all sides of the 
equation and finding the structure that 
solves for both parties.

The evolution of broking
The boundaries between underwriting, 
distribution and capital cannot be 
dissolved, but they are evolving from being 

purely transactional to strategic.
This is the aim of Acrisure Re Corporate Advisory 

and Solutions (ARCAS) – a team combining seasoned 
insurance professionals, experts in the legacy market, 
cutting-edge analytics and actuarial modelling and 
investment banking expertise. Since its formation 
early last year, ARCAS has forged several such strategic 
advisory relationships and our expectation is that 
ARCAS will represent around 10 percent of Acrisure Re’s 
group revenues over the next three to five years.

We believe we are a leader in this evolution, but we 
do not expect to be unique. The trend towards a more 
sophisticated form of intermediary service is essential. 
Insurance has long been an industry that operates as a 
string of transactions, but future success will depend on 
services with a strategic vision.

Closing the gaps

The boundaries between 
underwriting, distribution and 
capital cannot be dissolved, 
but they are evolving from 

being purely transactional to 
strategic

Ben 
Canagaretna 
is managing 
director 
corporate 
advisory and 
solutions at 
Acrisure Re

As insurance and risk become more complex, Acrisure 
Re’s Ben Canagaretna looks at how the relationship 
between distribution and capital is becoming closer 
and demand is growing for a more sophisticated service
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Like many in the insurtech community, I am convinced 
that AI is the future of the insurance industry. Alongside 

traditional approaches, the application of AI could increase 
profitability (as underwriting and operational functions are 
partially automated) and provide insurance enterprises with 
a new toolkit which combines the best of human and machine 
expertise when making risk and pricing decisions.

The advantages of AI
AI and, in particular, machine learning, can be used to 
analyse large complex data sets, revealing predictive 
factors which are not easily uncovered by human 
analysis and conventional computation alone.

If used correctly, AI can overcome the human biases 
that impede rational decision-making and provide huge 
benefits over the purely human judgement model of 
uncertainty and appraisal of risk.

In practice, AI combines several disciplines including 
statistics, regression analysis, computer science 
and human domain expertise, which can replace or 
supplement nearly all previous forms of analytics. 
If these techniques were applied to insurance in a 
similar way as other data-rich industries, then AI could 
be a major force in driving transformation across the 
industry.

Man meets machine
The combination of AI with human intelligence is 
sometimes referred to as augmented intelligence. The 
application of augmented intelligence to underwriting 
(‘augmented underwriting’) is critical to meeting 
business objectives. However, the underwriter’s skillset 
will have to evolve to make the best of this resource.

Machine and human approaches complement one 
another. Human expertise informs model design and 
output interpretation while quantitative methods 
identify trends, predictive indicators and dynamics that 
are either new or too subtle for human perception. The 
result is underwriting that takes the best elements of 
statistics, expertise and common sense.

Leading insurtechs see themselves as architects and 
enablers of the future of insurance, combining the best 
of what is working now with the grounded, intelligent 
application of the right technologies. Augmented 
intelligence brings additional analytical discipline to 

underwriting (for instance, by not charging less than 
a modelled rate plus a margin for new business) but 
allows the continued benefit of using a specialist labour 
resource (in peer reviewing the modelled outputs).

AI is not a replacement for human resource, but, 
when used properly, is a function which enhances 
human decision-making and brings out the best from 
underwriters. 

Cyber: The testing ground
Cyber has become both a shop window into insurtech 
and perhaps the most obvious class of business 
dominated by a data-driven approach, on both the 
primary and reinsurance side. We have observed that 
as software eats the world, cyber takes a large bite 
of insurance, perhaps overtaking property risk in 
prominence over the medium term.

That said, the market for cyber-insurance remains 
imbalanced, with demand outstripping supply. The 
insurance solutions available contain strict monetary 
limits, well below potential economic exposure, as well 
as exceptions for certain types of loss.

The primary barrier to industry growth has been 
accurate risk assessments to expand coverage at 
appropriate pricing, further impeded historically by a 
not yet fully formed reinsurance proposition.

The evolution of cyber analytics technology and 
its role in the insurance ecosystem is key to market 
development. Currently no dominant design exists for 
cyber analytics or for cyber insurance policy scope.

Power of partnerships
To understand and price the nature of cyber threats, 
insurers need to access vast computing power and 
embrace techniques such as machine learning. However, 
insurers are unlikely to have such technology in-house 
and could look to gain access to these complementary 
assets through partnerships.

If insurers are to truly embrace these disruptive 
innovations, then they will need to manage the risks 
attendant with collaboration, innovation and value-
chain integration.

Look out for the second part of this exploration into 
convergence in tomorrow’s edition, in which we will 
look further into the power of partnerships.

Two become one: The convergence 
of insurtech and the industry
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In the first part of a two-part examination into the cross-over between traditional insurance and 
tech innovation, Jonathan Spry, CEO and co-founder of Envelop Risk, explores the data-driven 
future for the industry, the advantages of AI and the cyber ‘shop window’
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During the last few turbulent years, many insurers posted 
solid results even as they navigated the operational 

complexities presented by the pandemic. While the move to 
digitise processes and functions was laudable, we believe 
most incumbent carriers are not acting boldly or urgently 
enough to take advantage of the huge growth opportunities in 
the market today. 

Non-traditional players – including captives and MGAs 
– are already seizing the growth opportunity 
by innovating to meet evolving customer 
demands. For instance, they are tailoring 
insurance solutions to clients’ exact risk 
profiles, asset bases, operating models and 
geographic footprints. They are focusing on 
protections for intangible assets, which now 
comprise the majority of value on company 
balance sheets, as well as on climate 
change and cybercrime.

To fully realise the potential upside and spark a new 
era of growth and innovation, insurers should focus on:

1. People and talent: putting humans at the centre of 
the insurance enterprise
For all the impact of tech and data on innovation, 
people, talent and culture are still critical for success. 
The end goal is a more diverse workforce and a culture 
that values collaboration, creativity and risk-taking, 
with a clear vision and purpose relative to the greatest 
threats of tomorrow. 

2. Product and service innovation: experimenting and 
innovating for client value and the shift from risk 
transfer
Product innovation starts with a clear understanding of 
clients’ changing needs. Tailored policies will become 
the norm, with protections designed for today’s most 

complex risks including cyber, climate change, future 
pandemics and geopolitical conflict. Building proactive 
loss prevention services and dynamic underwriting and 
pricing will be crucial to success.

3. Technology and connectivity: building on baseline 
digitisation
Developing new insight-driven services and tailored 
products at scale requires lean back-office operations 
and advanced data management and analytics 
capabilities. The success of MGAs in directly integrating 

with brokers and carriers provides a 
template for insurers to follow, while 
also pointing the way forward to the 
fully connected insurance market of the 
future.

4. Ecosystems and partnerships: driving 
value through collaboration and co-
creation 
Extensive connectivity is breaking down 

long-standing barriers in the industry and confirming 
that insurers can no longer be all things to their 
customers. But ecosystems are not for distribution 
alone; they also facilitate co-creation of new protection 
products and services bundles that offer holistic, 
tailored coverage for customers’ every need.

Climate, cyber and ESG risks aren’t going away and 
will only intensify. Insurers that proactively respond with 
new ways of understanding exposures, pricing risk and 
offering new products will be able to turn today’s perils 
into tomorrow’s growth.

Our upcoming report, NextWave Insurance: Large 
Commercial and Reinsurance, represents our global 
perspective on the most powerful trends shaping the 
future of the insurance industry and will focus on these 
topics and more. Contact global.insurance@ey.com 
to receive the report upon its release or find previous 
reports at ey.com/nextwaveinsurance.

Seizing the growth opportunity: 
four key focus areas for insurers

Climate, cyber and ESG risks 
aren’t going away and will 

only intensify

Simon 
Burtwell is 
EY EMEIA 
insurance 
consulting 
leader
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EY’s Simon Burtwell examines four key areas of focus if 
insurers are to enjoy a new era of growth and innovation
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In a world where CEOs’ inboxes have arguably never been so 
full, it must be tempting for leaders to focus almost entirely 

on the immediate risks and opportunities they face. Some may 
assume issues like ESG, and specifically climate change, fit into 
the ‘longer term problem’ category and fall by the wayside. 

Our research suggests otherwise, with a third of global 
chief executives responding to PwC’s annual CEO survey 
telling us they are concerned about the threat climate 
change poses to their company in the next 12 months. 

Of those, over half are concerned climate change could 
inhibit their ability to sell products and 
services, 28 percent are worried about the 
impact on raising capital, 27 percent worry 
about its impact on innovating through 
technology, and 26 percent worry it could 
inhibit their ability to attract and keep 
key talent. Insurance CEOs share these 
concerns and face the same scrutiny on 
their emissions and carbon impact

This week many of the leading players 
from across the insurance market have 
gathered in Monte Carlo for the Rendez-Vous, where 
climate change is featuring in many conversations. In 
fact, the appetite for fresh ideas and insights on how 
reinsurers should be interacting with other sectors 
like real estate, automotives and energy is such that 
we’ll be hosting interactive sessions to help executives 
explore how the transition to net zero is impacting 
different sectors, and what this means for reinsurance 
underwriting.

Leaders in our industry have the added pressure – 
some would say opportunity, or even responsibility – of 
supporting other industries in their journeys.

Organisations across all sectors know they need to 
act, but the uncertainty, risks and costs associated with 
taking steps on climate change are significant. 

Enabling the experimentation and building trust in 
the application of the technology needed to support 
organisations in their transition to net zero is arguably 
where the insurance industry can make the most decisive 
and impactful contribution. 

An industry that has become comfortable confronting 
the unknown through tackling underwriting challenges 
such as billion-dollar satellites, catastrophe and cyber 
risk and, more recently, vaccine indemnity, now finds 
itself being asked to step up and offer the risk cover 
and insight needed to support the whirlwind of current 
and planned climate technology innovation on which 
we all depend. Exciting breakthrough technologies 
are emerging at speed and scale across sectors that 
are critical to meeting emissions reductions targets, 
but realising the full potential demands available and 
affordable insurance cover. 

Without risk coverage, investors will hold back funding, 
businesses will delay implementation and 
key decarbonisation targets will be missed. 

Yes, this is a step into the unknown 
and a challenge arguably bigger and 
more important than any faced before, 
but let’s not forget that underwriting 
climate technology is also a huge growth 
opportunity for insurers. There are three 
main ways in which insurance players 
should act now: 

Work with modellers, tech players and 
different industries to understand the technology 
being created. This will help build the claims data and 
underwriting experience required.

Pool the risk – many of the potential losses are 
significant and reinsurers are already looking at how to 
most efficiently offset the risks. Extreme flood risks are a 
helpful model in how to pool such high-volume losses. 

Act now – for the current generation of insurance CEOs, 
playing their part in enabling the transition to net zero is 
set to be one of the defining missions of their tenures. 

Insurers may not have the same degree of scope 1 and 
2 emissions as those in other sectors, but the real test is 
how they will directly contribute to the wider transition 
to a more sustainable economy. Insurers must be brave 
and learn from the success they’ve seen in stepping up 
to previously unforeseen risks.

The high-volume coverage and specialist underwriting 
can only be delivered by our sector. The alternative is 
massive climate change-induced losses that no insurer 
can cover. 

This is a step into the unknown 
and a challenge arguably 

bigger and more important 
than any faced before

Domenico del 
Re is director, 
sustainability 
and climate 
change at PwC
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PwC’s Domenico del Re on the steps (re)insurers can 
take to address ESG challenges

Stepping into the unknown 
to address climate change…
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As we have outlined in previous articles in our four-part 
series at this week’s Monte Carlo Rendez-Vous, the 

geopolitical impacts and lessons from Ukraine and Covid-19 
have taught us that the (re)insurance industry must think 
outside of traditional industry silos, collaborate and use its 
imagination to create solutions which protect 
corporate balance sheets from the threat of 
connected risk.

This is pertinent at a time when global 
insurance losses from the Russia-Ukraine 
war could range from $16bn to $35bn, 
with reinsurers expected to assume 50 
percent of those claims, according to a 
Reuters report quoting S&P Global Ratings 
research. As this article was being written, 
there were 515 aircraft leased to Russian 
airlines with an appraised insured value 
of $12bn, with only 78 aircraft having been 
reported as safely recovered. Earlier in the 
year, the world’s largest aircraft lessor said 
it had submitted a $3.5bn claim to its insurers.

Other classes of insurance are also exposed, 
including trade credit (contract frustration, agriculture 
and commodities), political violence and marine 
hull war. Beyond that, broker Gallagher has said it 
is seeing many financial institutions insurers react 
to developments by adding a specific territorial 
restriction exclusion to policies. 

Gallagher also noted that cyber insurers are 
introducing updated war exclusions to their policies. 
In some cases, this may result in no cyber coverage 
applying in the event of a state-sponsored cyber 
attack by Russia.

Apart from credit sector exposures, the Russia-
Ukraine conflict has brought into focus the correlation 
between credit insurance and other lines of business 
in a full-blown ‘war’ situation, according to ICISA. 
The credit and surety trade association said: “Credit 
insurance, being a true specialty class, has been seen 
as an attractive and largely non-correlating line of 
business, especially by multi-line (re)insurers. With the 
changing world order, particularly the rise of China, 

leading to new potential flashpoints,  
(re)insurance management will rightly 
want to better understand how credit 
may be correlated with other lines of 
business.”

The rise of China creates potential 
flashpoints (e.g., Taiwan), as well the 
notorious Strait of Malacca. The Russian 
invasion of Ukraine as a case study 
demonstrates that credit can be exposed 
to the same events as various diverse 
lines, such as aviation war, marine 
war, cargo and political violence. ICISA 
commented: “How the credit insurance 
market ultimately fares in this period of 

instability will depend on its ability to demonstrate 
true value in protecting the flow of trade and 
ultimately economies in Europe and around the world.”

Brexit, Covid-19 and now Ukraine have illustrated 
how trade can be disrupted. 

An even more critical potential chokepoint exposure 
can be found in the South China Sea through the Strait 
of Malacca, which is where the next geopolitical trade 
disruption will play out, as we will discuss in our next 
article in this series. We will examine the impact of 
the flow of trade, the industry requirement and the 
actions that will be needed to develop solutions for 
corporates.

Russia-Ukraine: Lessons for 
the (Re)insurance Market

“The Russian invasion of 
Ukraine demonstrates that 
credit can be exposed to 

the same events as various 
diverse lines, such as aviation 

war, marine war, cargo and 
political violence”

Suki Basi, 
managing 
director at 
Russell Group
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Russell Group’s Suki Basi highlights why (re)insurers 
must develop solutions to protect corporate balance 
sheets from the threat of connected risk
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Insurers of all sizes are transforming their technical 
capabilities to meet changing customer, partner and 

investor expectations. They are realising the need to 
incorporate digital technology into all areas of the insurance 
supply chain and to fundamentally change how 
they operate and deliver value to customers.

At the heart of this digital transformation 
is a real need to integrate data and 
services. Insurers are rethinking how these 
can be used across the entire enterprise to 
improve the customer experience, improve 
quality, increase efficiency, drive down cost 
and realise new ways to generate revenue.

Integrating with partners who can cost-
effectively reinforce existing strengths 
and enable new offerings aligned with 
customer needs is essential to successful 
transformations.

Data is required for making informed 
decisions and insurers need an efficient, 
agile approach to enable data interchange across their 
business and with their partners. 

Digital transformation is powered through gathering, 
transforming, enhancing and moving data. Focusing 
on bringing order and insight to their data will allow 
insurers to utilise intelligent tools that provide the right 
data to the right person at the right time.

Data integrations aggregate data from multiple data 
sources and make it available to others. These data 
services can be used to provide a comprehensive 
and accurate view of the business. Information from 
external sources can enrich the data an insurer holds 

and provide essential context. For example, third-
party data with insight on weather pattern changes 
in relation to property locations can provide more 
accurate risk assessments.

Service integrations provide the opportunity 
to harness external capabilities such as digital 
distribution, risk assessment and automated 
underwriting. These external services can enhance 
an insurer’s ability to provide new types of offerings 
for various use cases without having to build the 

capabilities in-house. 
Through service integrations insurers 

can accelerate digital transformation by 
gaining access to innovative products and 
collaborating in ecosystems designed 
to capture and sustain new market 
opportunities. When insurers approach 
service integration in a planned, 
thoughtful way, they can gain benefits 
that provide competitive advantage 
throughout their enterprise.

Modernising legacy systems is often a 
high-risk, daunting and lengthy process, 
but a practical pathway can be found 
through service integrations. Insurers are 
finding that service integrations can act 

as another catalyst for digital transformation. 
Platforms such as eReinsure now include modern, 

highly secure APIs designed to allow rapid integration 
with legacy systems. These platforms open new 
avenues for insurers to participate in the innovations 
taking place in the digital world.

For insurers, integration is essential for digital 
transformation. Through integrations with external 
partners, collecting information from them and sending 
information to them, insurers have a cost-effective 
and practical path to bridge the gap between existing 
capabilities and future needs.

Integration: At the heart 
of digital transformation

Through service integrations 
insurers can accelerate 

digital transformation by 
gaining access to innovative 
products and collaborating 
in ecosystems designed to 
capture and sustain new 

market opportunities

David 
Winslow, Vice 
President 
of Software 
Development
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eReinsure’s David Winslow brings some insight 
into the use of application programming 
interfaces (APIs) that are accelerating digital 
transformation in the (re)insurance market
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Brand leadership and positioning is becoming essential as 
insurance businesses compete more intensely on customer 

experience, attracting and retaining 
talent and demonstrating ESG 
credentials.

But there are no short-cuts: 
brand-building needs to be an 
invested, core aspect of your 
long-term strategy, making sure 
that your brand demonstrates 
strong values and a clear, 
superior offer for customers.

The findings
• Our analysis of over 20 Lloyd’s 

businesses shows:
• A strong correlation between 

brand strength (familiarity) and 
size (GWP)

• That deteriorating brand 
strength is often a leading 
indicator of slowing growth

• That brand development 
is long-term and needs to 
be based on a clear and 
consistent articulation of what 
the business stands for in 
terms of values and superior 
‘customer appeal’

• Investment in high-quality 
strategic marketing is essential 
and will accelerate brand-
building

Which brand are you?
The examples below show three 
Lloyd’s players in very different 
brand scenarios: 

Insurer A’s brand strength 
was hit fast and hard and fell 
precipitously. The damage might 
not be fatal, but turnaround will be a long road. The 

company will be losing out on quality business making 
profitability increasingly hard to achieve, despite 

favourable market conditions.
The lesson is once you’ve built 

a brand, cherish it. 
Insurer B is the London market 

business of a large global player 
– the brand has been volatile with 
premium stable, but in a hard 
market where competitors are 
achieving better growth.  

It is likely that a more 
consistent brand-build would 
have resulted in better growth in 
line with or ahead of the market. 
This example is also interesting 
because the brand is a household 
name, meaning that it would 
have been cost-effective to build 
brand familiarity in London.

All the indications are that 
this insurer has missed an 
opportunity.

Insurer C is Beazley, which has 
created strong positive alignment 
between brand strength and 
gross written premium growth. 
This potent combination is 
the result of investment in 
sophisticated marketing and 
application of consistent values 
and service delivery over a long 
period. 

Notably Beazley was also the 
number one Insurindex London 
Market Powerbrand in 2022.  

Beazley’s strong brand gives it 
strategic advantages over many 
competitors.

For more information on this research 
and any other aspect of brand and financial performance please 
contact Ben Bolton bbolton@gracechurchconsulting.co.uk

Why brand-building is essential to growth
New research analysis conducted by ICMR and Gracechurch, launched exclusively for the Monte 
Carlo Rendez-Vous and featured on Insurindex, shows that leading insurance CEOs should now treat 
brand development as a fundamental building block of any growth strategy
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2014 2015 2016 2017 2018 2019 2020 2021

Insurer A: "Holed beneath the waterline?"

GWP Brand strength

Insurer C: "Beazley...in perfect harmony"

GWP Brand strength

2014 2015 2016 2017 2018 2019 2020 2021

2014 2015 2016 2017 2018 2019 2020 2021

Insurer B: "In, out, in out, shake it all about..."

GWP Brand strength
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