
Ark and Elementum backer White Mountains eyeing 1.1 cat opportunity
White Mountains is mulling options to deploy capital to hard 

market property cat opportunities on 
a short-term basis, with a potential sidecar 
alongside its majority-owned Ark platform 
among those likely to be under consideration, 
The Insurer can reveal.

The Bermudian holding company is thought 
to be among a number of serial industry 
investors – including private equity firms – 
looking at the property cat reinsurance and 
retro market at 1 January and into 2023.

White Mountains is also at an advantage to 
some potential investors waiting on the sidelines in that it has 
two established platforms it could deploy additional capital to.

The Manning Rountree-led company currently holds a 72 
percent stake in Ark, which has a Lloyd’s 
platform launched back in 2007 as well as 
a Class 4 Bermudian reinsurer which was 
scaled up last year with the White Mountains 
investment. 

It also holds a 30 percent stake in 
Elementum, the Chicago-based ILS manager 
which focuses on collateralised natural event 
reinsurance investments.  

White Mountains has capital to deploy after 
funds were generated over the last year from 

divestments including the sale of MGA platform NSM, which 
closed on 1 August.

Swiss Re: German reinsurance buyers 
seek additional €2.5bn of 1.1 cat capacity
Swiss Re says most of its European clients are looking to buy 

more reinsurance next year to counter the impacts of inflation, 
with German cedants alone expected to be seeking €2.5bn of 
additional cat capacity. 

The warning comes at a crunch point for European 
reinsurance as macroeconomic factors drive greater demand 
while reinsurers are becoming increasingly cautious. 

As buyers and underwriters converge on Baden-Baden for 
the annual reinsurance event, the price and availability of 
cat/all risks capacity is expected to dominate discussions 
ahead of a complicated 1.1 renewal which promises to be 
protracted.

Speaking on the eve of Baden-Baden, Europe’s two 
largest reinsurers – Munich Re and Swiss Re – agreed 
that demand is up but were more circumspect on the 
extent to which they expect to see risk-adjusted rates 
rise. 

“Most of our clients are considering buying additional 
nat cat capacity for next year,” Swiss Re’s head of 
Northern, Central and Eastern Europe Frank 
Reichelt explained (pictured right), 
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estimating €2.5bn of additional cat capacity in Germany 
alone. 

He said the main drivers behind this increased demand 
are inflation, which is pushing up the valuations of insurer 
portfolios, and the increasing loss trends from secondary 
perils which included the French hail storms in May/June 
(€6bn+) and Europe’s costliest ever floods last year (circa 
€12bn).

Reichelt also cited the cost and availability of retrocession 
as another driver.

“We see a significant increase in demand for risk 
protection in the current uncertain times, across all 

our businesses and in all regions. As inflation flows 
through the client’s exposure valuation, we expect 
to see significant new demand for capacity,” Reichelt 
explained.

“At the same time, we see capacity is decreasing 
in some areas, as many players are reducing their 

appetite, in particular in the nat cat businesses, which 
will likely have an impact on prices.”

Reichelt also hinted Continued on page 3

Continued on page 6

YEARS

2022 Baden-Baden Strip advert_215x30m
m

.indd   1
2022 Baden-Baden Strip advert_215x30m

m
.indd   1

9/23/2022   12:49:30 PM
9/23/2022   12:49:30 PM



Discover more at www.libertymutualre.com

You care about a

partnership.
So do we.

Gaby  
Kirschenhofer
Head of UW Strategy 
and Business  
Development LMR 
London Market Risks

Marion  
Desenfant 
Senior Underwriter – 
Financial Risks

Abdessamad  
EL ANGOUDI
Underwriter –  
Agriculture &  
Parametrics



News | 3

theinsurer.com Baden-Baden 2022 | Day 1

that he expected insurers will be 
asked to shoulder more of the cat risk 
with programs being restructured and 
attachment points raised. 

“We need to ensure that the increased 
risks are shared between reinsurance 
and insurance and yet can do that by 
various reinsurance structures,” he said.

His observations on the potential 
supply-demand imbalance were echoed 
by Munich Re’s Thomas Blunck, who 
succeeds Torsten Jeworrek as chair 
of the reinsurance committee on the 
group’s board of management on 1 
January 2023.

“AM Best does assess that the 
traditional reinsurance capital available 
this year may shrink by more or less 8 
percent, which is quite a number if you 
imagine that on the other hand, the 
need for reinsurance and retrocession is 
rather increasing, driven by the inflation 
and driven by the rising exposure in 
certain segments,” he observed.

But Blunck was more cautious on 
how Munich Re’s own book may evolve 

at 1.1, saying it depends in part on the 
clients’ portfolios and their willingness 
to tolerate tougher terms. 

“Depending on terms and conditions, 
we may end up growing or we may end 
up with a stable business volume, and 
maybe we even shrink in a couple of 
segments,” he said. 

“We have no growth target for this 
renewal. The real target is to find a 
common solution with each and every 
client,” he concluded. 

The Insurer comment
The European demand hike echoes 
what the industry is experiencing in the 
US, where it is estimated an additional 
$20bn+ of limit could be in play for 2023. 

But against a backdrop of reinsurer 
caution – as highlighted above by 
Europe’s two largest operators – it 
is likely that many cedants will be 
expected to restructure programs, raise 
retentions, add exclusions and pay more 
on a risk-adjusted basis. But by how 
much?

Scor brings in Guest 
Scor has appointed David Guest as 
head of crisis management. Guest 
most recently served as global 
specialty regional leader for Asia 
Pacific and Middle East at Axa XL. He 
left the carrier in 2020, according to 
his LinkedIn profile. 
  
Marsh McLennan plans 
facilities
Marsh McLennan said it is pooling 
resources from across its entire 
platform as it looks to bring solutions 
to an increasingly challenging 
property cat market. 

This includes potential new 
investors and facilities as well as its 
captive management capabilities as 
clients face the reality of having to 
retain more risk.
 
Compre’s deal for Covéa Irish 
subsidiary
Compre has continued to build out 
its European medical malpractice 
legacy portfolio with the acquisition 
of Medical Insurance Company DAC 
(MIC). MIC is an Irish subsidiary of 
French mutual Covéa which provided 
general liability insurance covering 
professional medmal risks prior to 
entering run-off in 2015.
 
PE firms named as BMS suitors
Private equity firms Hellman & 
Friedman, KKR and Eurazeo are 
among the interested parties as BMS 
works with its advisor Evercore to 
assess future funding options for the 
London-headquartered wholesale and 
reinsurance broker.

NEWShorts

Continued from page 1 

Munich Re shares rise as FY profit target 
remains despite €1.6bn Ian hit

Swiss Re: German reinsurance buyers 
seek additional €2.5bn of 1.1 cat capacity

Europe’s largest reinsurer Munich Re saw 
its shares close up ~4 percent on Friday 

afternoon after unveiling a lower than 
feared net Hurricane Ian loss of  €1.6bn 
and reassuring shareholders that it still 
anticipates a full-year profit of around 
€3.3bn, in line with its annual target. 

The reinsurer said it also expected 
to deliver a profit of ~€500mn for Q3, 
materially ahead of analyst consensus of 
€167mn.

Jefferies analyst Philip Kett said Munich 
Re’s performance expectations were 
“sharply at odds” with its closest peer 
Swiss Re, which expects to report a group 
net loss of $500mn in Q3 as a result of 
$1.3bn of net Ian claims.

While KBW analyst Darius Satkauskas 
said the expectations around meeting its 

full-year target suggested Munich Re’s 
normalised combined ratio “could be 
robust”. 

A preliminary estimate from KBW had 
previously suggested Munich Re would 
likely incur around €2bn of losses from 
Ian. Munich Re said its estimate for Ian 
claims was based on a private market 
loss of around $60bn. The reinsurer said 
achievement of the €3.3bn full-year 
profit target was based on sustained 
encouraging operating performance in all 
lines of business and a positive one-off 
effect at Ergo Life and Health Germany.

Munich Re is set to report its Q3 results 
on 8 November, with Swiss Re due to 
report on 28 October.

(See our Hurricane Ian analysis on 
pages 12-16)

Visit theinsurer.com for regular 
global (re)insurance market news 

throughout this year’s Baden-Baden
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There are few certainties in life. Death, taxes and a new 
British prime minister every month. But we can add to that 

short list the key themes at this year’s event: the availability, 
terms and cost of reinsurance capital in 2023. 

It is a subject The Insurer’s on-the-ground team 
of reporters and analysts will focus on over the next 
few days. We hope you find our coverage valuable as 
European reinsurance buyers navigate a 1.1 
renewal that will be the most challenging 
for 20 years. 

But if you’re reading a hard copy of 
our Day One edition, the chances are 
you will be attending the Guy Carpenter 
Reinsurance Symposium. 

The title of this year’s Kongresshaus 
event is “Rising to the Exposure Challenge”. 
It is highly topical because it touches 
all of us involved in reinsurance: namely, how does 
the industry continue to be relevant by providing 
meaningful capacity, knowledge and risk transfer to its 
clients in a fast-changing and uncertain world. 

It is a fact that almost all European reinsurance 
buyers will be paying more for their coverage at 1.1. 
There are a multitude of factors why, including rampant 
economic and social inflation, the increased cost of 
capital, war in Europe and political uncertainties.

But another year of above-average insured cat 
losses is also a key driver. According to one estimate 
last week, the first three quarters saw $99bn of cat 
losses. Hurricane Ian, of course, is the biggest culprit 
but European reinsurers are still counting the cost of 
France’s largest hail loss on record in Q2 (€6bn+), and for 
that matter Europe’s most expensive flood loss last year.

It used to be that buyers would attend Baden-Baden 
and patiently listen to reinsurers complaining about 
storms and wildfires in the US, typhoons in Asia or 
Australian floods before pointing out the geographical 
obvious: these were losses in another continent. Why 
should we be penalised, they would respond.

It was a fair point and probably explains why 
European cat/all risks reinsurance rates 
were sluggishly soft-stable for many 
years. This settled position dissolved at 
last year’s 1.1 renewal. It will be under 
even more pressure this year.

But the dilemma for reinsurers is 
properly pricing capital to reflect the risk 
but also to ensure it remains affordable 
for its customers. 

This isn’t a new challenge, of course, 
but it is magnified when it comes to emerging risks 
where there may not be sufficient loss data or even 
cat risk, where there is a multitude of data but huge 
uncertainty over the impact of climate change on its 
applicability.

One outcome is likely to result in reinsurers looking 
to narrow coverage terms. This reduces the impact of 
the rate increase in nominal terms to the buyer while 
providing an acceptable risk-adjusted increase to the 
seller. Potentially, it could even see a return to named 
perils and an unbundling of the cat/all risks product. 
Reinsurers would be pleased with such an outcome. 
Buyers and their brokers less so.

In other words, there is lots to play for over the 
coming weeks as we prepare for a bruising 1.1 renewal 
process that could go to the wire…

This settled position 
dissolved at last year’s 1.1 

renewal. It will be under even 
more pressure this year
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This year’s Baden-Baden meeting will 
be the last with Torsten Jeworrek as 

head of Munich Re’s reinsurance operations 
following the announcement that he will be 
stepping down at the end of 2022. 

Jeworrek has headed up Munich Re’s 
reinsurance business since 2006, having 
served on the group’s management 
board since 2003. 

He will step down following 
32 years with the company, with 
Munich Re CEO Joachim Wenning 
praising Jeworrek’s contribution to 
the group as “extraordinary”.

Jeworrek will be replaced by 
Thomas Blunck, who has served 
on the board of management since 
2005. He will also chair the group’s 
global underwriting and risk 
committee. 

His responsibilities will also include 
data and analytics, Internet of Things, 
corporate underwriting, claims, 
accounting, reinsurance development, 
controlling and central reserving and 
information technology. 

Blunck’s responsibility for the life and 

health division will now be passed to 
Mari-Lizette Malherbe, who will join the 
board of management with effect from 1 
January.

Malherbe has been with Munich Re 
since 2007, and currently leads the life 
and health reinsurance Europe and 

Latin America divisional unit from 
London.

Clarisse Kopff will join the board 
with effect from 1 December to 
head the Europe and Latin America 
non-life division.

Kopff will join from Allianz, where 
she has worked for the past 21 
years. She is currently based in 
Paris, where she works as Allianz 
Trade’s CEO. She previously served 
as CFO at Allianz France and Euler 
Hermes.

The Bermudian 
received $1.4bn in net cash proceeds 
and recognised a net transaction gain of 
around $870mn in the third quarter of 
this year.

In May, the company said the 
transaction would increase undeployed 
capital from around $400mn to $1.7bn. 
It has since bought back $467mn of its 
shares in a Dutch auction, but that would 
still leave significant dry powder for 
investment opportunities. 

Sources suggested White Mountains 
is likely to have identified a short-term 
opportunity to deploy capital to the 
property cat reinsurance market. It is 
not clear where the vehicle would target 
in cat towers, but there is likely to be 
significant demand from cedants in 
higher-attaching layers. 

Sidecar pioneer
Sources said a sidecar-style structure 
could suit an investor such as White 
Mountains, which is likely to want the 
flexibility to deploy quickly while the 
opportunity remains alongside a carrier 

it is aligned with, and then get out 
quickly when market conditions change.

It is likely that such a structure would 
see White Mountains look for other 
investors to come in alongside it, it has 
been suggested. 

Cautioning that it is early days with 
much uncertainty around investor 
appetite, a number of sources have 
suggested an initial capital range in 
the region of $500mn for the proposed 
vehicle.

The Bermudian is a pioneer in the 
sidecar/temporary reinsurer structure. It 
sponsored Olympus Re in the aftermath 
of 9/11 under then chairman the late 
Jack Byrne as a collateralised reinsurer 
with an initial $500mn of capital.

White Mountains put the vehicle 
together and secured investment from 
a panel of investors including Och-
Ziff Capital Management, Leucadia, 
Fairholme Capital, Third Avenue Capital 
and Franklin Mutual Advisers, with 
executives at the Bermudian also 
investing. The vehicle was eventually 
wound up in 2015.

White Mountains was also behind 
the launch of cat reinsurer Montpelier 
Re, which it launched together with 
Benfield in late 2001 after the World 
Trade Center attacks.

The Bermudian contributed $200mn 
to the $1bn Class 4 start-up capital, with 
Benfield putting in $25mn of equity and 
the remainder coming from outside 
investors. 

Byrne was chairman with former 
Wellington executive Tony Taylor as 
CEO.

Montpelier Re went public less than a 
year later in an IPO and was eventually 
acquired by Endurance for $1.8bn in 
2015.

White Mountains did not respond to 
a request for comment at time of going 
to press.

Sources have also suggested that 
Aquiline – which was a founding investor 
in Ark but exited in 2016 – is among 
several private equity firms considering 
opportunities in the space, including 
business plans from executives and teams 
as well as existing carriers.

Continued from page 1

Jeworrek to step down from Munich Re role 
at end of 2022 as Blunck takes charge
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Munich Re has warned that the upcoming 
1 January reinsurance renewals will be 

“challenging”, with Thomas Blunck, member 
of the board of management, stressing that 
both pricing terms and conditions must 
reflect the increased risk environment.

Speaking during a press briefing 
ahead of the Baden-Baden reinsurance 
conference, Blunck explained that while 
the reinsurer has the capacity to support 
its clients, it will be taking inflation 
and the evolving risk environment into 
account in its pricing.

He also stressed that terms and 
conditions will need to be adjusted 
to reflect the changing risk and 
macroeconomic environment, adding 
that the degree of flexibility it achieves in 
reworking its wordings will determine its 
appetite for deploying additional capital 
at renewals.

“Munich Re is in a very strong financial 
position, our solvency ratio grew to 
250 percent in Q2 and that allows us of 
course, to use the capacity and we want 
to deploy it in the prevailing market 
circumstances,” Blunck explained. 

“But again, terms and conditions need 

to reflect what we’re seeing and this 
is not new. It’s not a new message. It’s 
something we repeat every year, but this 
year, it might be a bit more challenging.”

He said inflation and interest rate rises 
will be key drivers of rate hardening 
at renewal, noting that the former can 
initially trigger a decline in (re)insurers’ 
capital bases and affect their capacity, 
despite higher interest rates having a 
positive effect on earnings power in the 
medium term.

“The rise of the interest rate level, 
of course, is having an impact on the 
solvency of our industry. The bond values 
in our assets are going down and that 
might have an impact, depending on how 
you manage the duration, on the solvency 

available in the balance sheet,” he said.
Blunck also explained that the pull 

back from catastrophe risk by some 
smaller competitors will exacerbate the 
expected reinsurance rate hardening at 
1.1.

“AM Best does assess that the 
traditional reinsurance capital available 
this year may shrink by more or less 8 
percent, which is quite a number if you 
imagine that on the other hand, the need 
for reinsurance and retrocession is rather 
increasing, driven by the inflation and 
driven by the rising exposure in certain 
segments,” Blunck explained.

However, for Munich Re specifically, 
Blunck said the company is not looking to 
increase its own exposure, but will grow if 
prices, terms and conditions all allow at 
the renewals.

“Depending on terms of conditions, 
we may end up growing or we may end 
up with a stable business volume, and 
maybe we even shrink in a couple of 
segments,” he said. “We have no growth 
target for this renewal. The real target is 
to find a common solution with each and 
every client.”

Swiss Re’s Frank Reichelt has warned that 
reinsurance structures will have to evolve 

this year with insurer retentions needing to 
increase. 

Reichelt, the reinsurer’s head of 
Northern, Central and Eastern Europe, 
said client retentions have not kept up 
with inflation.

“This needs to be addressed and to 
ensure that reinsurance addresses real 
volatility and isn’t just absorbing risk 
trends,” he said.

“One area that illustrates these 
dynamics very clearly is the nat cat 
situation in Europe.”

This point was echoed by Nikhil da 
Victoria Lobo, head of Western and 
Southern Europe at Swiss Re, who 
added that the moves by some smaller 
reinsurers to pull back from or even 

exit nat cat business will also lead to 
increased reinsurance rates at 1.1.

“While we see significant new 
reinsurance capacity demand, we’re also 
seeing mid-size and small reinsurers 
stepping out of the market and reducing 
capacity, or even just keeping it stable. In 
other words, increasing demand is being 
met at the same time with shrinking 
supply,” he explained.

“Inevitably, this will mean that rates 
will harden as it has been for the last 
number of years. But in parallel … client 
retentions are also going to go up with 
the significantly higher rates, because 
we have also seen increased exposures 
and increased frequency of events. The 
good news here is that there are a few 
reinsurers who have the capacity, like 
Swiss Re, to offer the closest gap.”

He added: “It’s very important that 
at this moment of challenge that the 
industry is allowed to price risk and set 
rates to reflect this changing and more 
volatile reality.” Beat Kramer Mölbert, 
head of property underwriting, EMEA 
at Swiss Re, said conditions in the retro 
market will also apply pressure. He said 
that while reinsurers protect themselves 
against nat cat through retro, he expects 
retro capacity to shrink for 2023 following 
“several years of bad results”.

“Having less cover themselves, we 
believe that reinsurers will likely be able 
to provide less cover to their insurance 
clients and this in an inflationary 
environment where our insurance clients 
will buy more coverage. This will lead to 
increased price levels for reinsurance,” 
Mölbert said.

Munich Re warns of “challenging” 
renewal season for European cedants
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ILS investors are expected to demand 
a substantial restructuring of both 

catastrophe coverage and collateral triggers 
before they consider another reload, Hudson 
Structured Capital Management (HSCM)’s 
Mike Millette has warned.

In an interview with The Insurer TV, 
Millette, co-founder and managing 
partner at the ILS fund, said the ILS 
investor community was showing “a 
tremendous amount of fatigue” in the 
wake of last month’s ~$50bn+ Hurricane 
Ian loss, with the event highlighting 
how the cat reinsurance “paradigm has 
broken down”.

Millette is regarded as one of the 
forefathers of the ~$100bn ILS market, 
having advised on many of the sector’s 
earliest securitisations in the late 1990s 
and then post 9/11 during a 21-year 
Goldman Sachs career, before launching 
HSCM in 2016 with former Pimco EVP 
David Andrews.

But during the interview he highlighted 
that the evolution of the cat reinsurance 
market was based on the premise 
of mostly quiet loss years with only 
occasional active years, with gains in the 
former outweighing losses in the latter. 

But the run of heavy loss years since 
2017 (which followed a series of quiet 
years between 2013-2016) means ILS 
investors will insist a “different sort of 
bargain needs to be struck” if they are 
to continue to show appetite for cat 
business.

“Whether by chance or by change 
in the world, we’ve now had six years 
of difficult experience in cat markets 
– investors have reloaded only to see 
further losses,” Millette said.

“There is a tremendous amount of 
fatigue about that … about that reloading 
mechanism and whether that paradigm 
of loss, reload, gain, peace and then loss 
… still holds true.”

Trapped capital
ILS investors pay an additional price 
because of the buffer loss tables, which 
mean cedants have the right to “trap 
capital”, preventing it from being recycled 
to underwrite in the following year for 
a defined period that captures the loss 
movement. 

Noting that Hurricane Ian losses could 
total $50bn or more, Millette said the 

phenomenon has re-emerged once again.
“When we talk about trapping, we have 

a lot less uncertainty. I’m pretty certain 
that markets are going to want to trap to 
make sure they have collateral available,” 
he said. 

“They’re going to be trapping at 
the high end, which will mean that 
a great deal of the whole capital 
markets complex, whether it’s bonds 
or collateralised reinsurance, will be 
trapped for some time,” Millette added. 

He would not be drawn on how much 
ILS capital will be trapped but predicted 
it will lead to a wholesale reappraisal of 
the concept, noting that in the past there 
was a cost associated with triggering 
collateral.

“I do expect that, for investor capital 
to come back in, there is going to be 
much heavier pricing on trapped capital 
to demotivate trapping unless it’s 
absolutely necessary,” Millette noted.

He explained that “in the early days” of 
ILS, trapping could cost 50 percent of the 

rate on line and thereby acted “vaguely 
like a reinstatement premium” before 
fiercer competition saw that whittled 
away. 

“It was expensive to trap capital and 
that wore away over time. We’re going to 
see a revival,” he predicted.  

He also anticipates that, in addition 
to pricing, cat capital will now insist 
on a greater focus on the likelihood of 
loss and much higher limits, while also 
properly taking into account factors such 
as inflation. 

“We’re going to have to re-baseline 
some of these cat losses … and then 
make sure that we’ve modelled all 
layers of inflation. That’s demand surge, 
economic inflation and social inflation. 
Once you do that, then you have a new 
expected loss, and then you can set a 
price,” Millette explained.

This means there will be more 
substantial price changes than there 
have been in the last few years “as you 
go up and down the ILW structure”, he 
said, adding this will put upward pressure 
on premiums in the primary market to 
account for higher reinsurance costs.

“There will be investment capital, 
we think, that will come back into the 
market. But we’re not sure exactly when 
exactly at what price and exactly on what 
terms,” he said.

Millette warns ILS cat paradigm is broken with 
wholesale rethink needed for investor capital to return
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Millette was speaking on The Insurer TV. 
The televised interview can be viewed in 
full at theinsurer.com 

It was expensive to trap 
capital and that wore away 

over time. We’re going  
to see a revival
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In the weeks that have followed Hurricane 
Ian’s Florida landfall, a complex loss 

picture has emerged which will take years 
to settle. 

Official modelled loss estimates 
began to emerge in the days that 
followed Ian’s 28 September landfall, 
with Karen Clark & Company (KCC) first 
out of the blocks in projecting a $63bn 
industry loss. 

This was later surpassed by a $67bn 
“best estimate” from RMS, with the 
modelling firm providing a range of 
$53bn to $74bn for private market 
losses. 

Both of these estimates factored in 
non-modelled sources of loss, such as 
the potential impact of litigation and 
assignment of benefits.

This was in response to the significant 
impact of litigation on claims costs 
in the aftermath of Hurricane Irma’s 
landfall in the state in 2017. Both 
modelling firms said they used the 
experience from Irma to help inform 
their estimates for Ian, but there 
remains uncertainty around the extent 
to which subsequent legislation will be 
successful in curbing these impacts. 

Strip out the impacts of litigation 
(KCC is understood to have allowed for 
around $13bn in its estimate) and the 
modelled loss from the event sits closer 
to ~$50bn, the approximate midpoint of 
the $42bn to $57bn estimate provided 
by Verisk Extreme Event Solutions 
(formerly AIR Worldwide). 

At $50bn, Ian would still rank as 
the costliest hurricane loss on record 
in Florida and second only to 2005’s 
Katrina as the costliest hurricane to 
have impacted the US. 

A preliminary PCS estimate of $40.9bn 
($45.5bn including loss adjustment 
expenses) also suggests potential for 
a loss somewhere close to $50bn given 
that the aggregator’s loss picks typically 
see upward revision as more clarity 
emerges over claims.

Claims below expectations
However, multiple sources have 
indicated to this publication that 
claims from Ian are coming in below 
expectations. This is particularly the 
case for inland claims away from the 
coastal counties immediately impacted 
by Ian’s landfall. 

Florida’s state-backed insurer 
CItizens, for example, has reduced 
its expected claims count from Ian to 
100,000 from its initial expectation of 
225,000. 

In a statement, Citizens said it had 
initially estimated the impact outside 
of the counties around landfall would 
be “far greater” than what it is currently 
seeing.

An on-the-ground damage 
assessment by Gallagher Re’s analytics 
team, led by chief science officer Steve 
Bowen, also concluded that industry 
losses would likely be “less than peak 
model range”.

Europe’s two largest reinsurers 
– Munich Re and Swiss Re – have 
disclosed expected Ian losses of €1.6bn 
($1.56bn) and $1.3bn respectively, with 
the Munich Re estimate based on an 
industry loss of $60bn and Swiss Re’s 
loss pick based on a industry bill of 
$50bn to $65bn.

Among Bermudians, Everest Re 

based its $600mn loss pick on a $55bn 
industry loss, while Arch based its 
estimate on a $50bn to $60bn range.

Should industry loss fall below these 
ranges, as some commentators are 
suggesting, this would point to potential 
for significant reserve releases from the 
event in future quarters. 

On the ground
One of the early takeaways from Ian 
was the strong performance of building 
stock that had been rebuilt following 
Hurricane Charley’s impact on the same 
area 17 years earlier.

Charley was one of four hurricanes 
to impact Florida in 2004, prompting a 
major revision of building codes across 
the state. 

Given the huge population growth 
seen in southern Florida in the 
subsequent years, a significant 
percentage of homes in the region had 
been built to these higher standards. 

Gallagher Re’s on-the-ground survey 
found that building stock in many of the 
areas hit by Ian’s peak winds showed 
above-average performance as they 
were in areas redeveloped post Charley. 

In contrast, homes built before 1995 – 
the pre-Hurricane Andrew building code 
– that had not been retrofitted to meet 
current standards performed poorly.
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 Talking Points
• Modelled loss estimates for Ian range from $31bn to $74bn but each contain 

different components so do not provide a like-for-like comparison
• Top-end modelled estimates of $60bn+ industry event (RMS and KCC) include 

non-modelled litigation and assignment of benefits components 
• Strip out these factors and estimates are largely in line with the ~$50bn 

midpoint provided by Verisk Extreme Event Solutions
• But several sources indicate claims experience to date is significantly below 

the level  suggested by models, particularly for inland counties
• On-the-ground damage survey by Gallagher Re also concludes losses likely 

“less than peak model range”
• Preliminary PCS estimate of $40.9bn ($45.5bn including loss adjustment 

expenses) – the firm’s estimates typically rise over time as more claims 
details emerge

Hurricane Ian: conflicting signals as early claims data 
hints at a sub $50bn loss but creep fears remain



Preliminary Hurricane Ian industry loss estimates
Company Estimate Date Note

$40.9bn 18-Oct Preliminary estimate rises to $45.4bn once loss adjustment expenses are included. PCS 
estimate suggests commercial is a larger component of the loss compared with homeowners 
than was previously anticipated

~$45bn 18-Oct Tentatively estimates industry loss at ~$45bn based on discloseures from Swiss Re and 
Citizens, noting that broader industry estimates have oscillated between $20bn initially up to 
around $65bn

$36bn-
$48bn

12-Oct Broker said a $36bn-$48bn industry loss is most likely outcome of range of estimates issued for Ian, 
a range supported by its internally developed county level estimate model. However, broker has low 
confidence that  fully settled loss would not creep above $50bn

$75bn+ 10-Oct Stonybrook estimates Ian’s all-in insured loss and LAE at $75bn+, and “perhaps significantly 
over”. The company highlighted that LAE, excluded from modelled estimates, has generally 
been notably higher in larger events

 

$67bn 07-Oct Alongside insured wind, storm surge, and inland flood impacts for the US, estimate includes litigation, 
AoB and offshore marine/watercraft. Estimate ranges from $53bn-$74bn. Additionally, NFIP could see 
losses of around $10bn

$31bn-
$53bn

07-Oct CoreLogic’s updated projection estimates total economic losses in the $41bn-$70bn range, 
with insured losses between $31bn and $53bn, including NFIP. Wind accounts for $23bn-$35bn 
of total

$50bn 03-Oct “Very preliminary” $50bn estimate assumes $5bn of personal and commercial auto losses, 
$5bn of inland and ocean marine losses, and $40bn of losses for all other cat-exposed lines 
of business

$42bn-
$57bn

03-Oct Verisk estimate includes $38bn-$51bn for wind damage and $3bn-$5.5bn for storm surge. 
Litigation, AoB and offshore marine are not included. Verisk said losses could top $60bn once 
litigation and social inflation factored in

$30bn-
$40bn

30-Sept S&P Global Ratings expects Hurricane Ian will result in insured losses of $30bn to $40bn, 
with the rating agency believing that reinsurers’ catastrophe budgets for the year will not be 
exceeded even at the top end of that range

 

~$63bn 30-Sept KCC insured loss estimate of $63bn includes litigation impacts which are understood to 
represent ~$13bn of total. Estimates also includes estimated demand surge impacts as well as 
auto losses

Source: The Insurer
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Ian-related expected losses by company
Date Company Gross 

loss
Net loss Comment

21-Oct - €1.6bn Estimate is based on an industry loss of $60bn, excluding National Flood Insurance Program impacts

20-Oct - $220mn Ian losses not expected to attach reinsurance or retro programs. Forms part of $252mn Q3 cat loss 
bill. Quarterly combined ratio expected to be 104%

20-Oct - $12.5mn Ian will result in full retenton loss as well as additional ceded reinsurance premium of $3.1mn. 
Palomar’s 2022/23 cat reinsurance provides $900mn of protection for hurricanes

20-Oct - $160mn Ian forms part of $212mn pre-tax net Q3 catastrophe bill which equates to $186mn after tax, split 
$113mn for insurance and $99mn for reinsurance. Ian estimate based on industry loss of $60bn, 
excluding NFIP

20-Oct - $28mn Florida commercial lines will drive estimated $28mn pre-tax Ian loss, which will form part of $90mn 
quarterly cat bill - $22mn above Q3 assumption largely due to Ian impacts

19-Oct $671mn $366mn Gross Ian loss estimated at $671mn before tax, which will reduce by $305mn through expected 
reinsurance recoveries. Allstate  highlighted its standalone Castle Key property cat cover with a 
$40mn retention as a mitigator of net losses

19-Oct - $100mn Canadian life carrier Great-West Lifeco writes property cat cover for reinsurers, and has recorded a 
$100mn provision for its estimated exposure to Hurricane Ian

19-Oct - $540mn Estimated net negative impact of $650mn from catastrophe losses, of which $540mn relates to 
Hurricane Ian. RenRe said “meaningful uncertainty remains regarding the estimates and the nature 
and extent of the losses from catastrophe events”

19-Oct - $600mn Expecting to record $730mn in pre-tax net catastrophe losses for the third quarter, including $600mn 
in claims from Hurricane Ian (based on a $55bn industry loss from the event). About $500mn of Ian 
losses will be reinsurance with $100mn insurance impact

18-Oct - $1.3bn Estimate is net of retrocession and tax. Swiss Re said it expects industry-wide loss from Ian to total 
between $50-bn and $65bn, including impacts to the National Flood Insurance Program

18-Oct - $530mn-
$560mn

In addition to Ian, estimate also includes other Q3 events such as Typhoon Nanmadol, US severe 
convective storms and development on June’s French hailstorms. Range is based on an industry Ian 
loss of $50bn-$60bn

14-Oct $2.3bn - 
$2.6bn

- The state-backed insurer slashed its projected claims count from 225,000+ to 100,000 but maintained 
its latest $2.3bn-$2.6bn estimate pending an update based on actual losses. Current estimate does 
not include claims below deductibles and litigation

14-Oct - $38mn - 
$42mn

Announced range for pre-tax cat loss from Hurricane Ian is net of reinsurance and “subject to change 
due to the complexity of the claims and preliminary nature of the information currently available”

13-Oct $1.4bn $760mn Net catastrophe losses of $760mn, or 19.6 loss ratio points, from Hurricane Ian (of which $585mn are 
vehicle losses, including boats and recreational vehicles). Reinsurers set to take $1.2bn of the $1.4bn 
gross losses in its property business

13-Oct <$0.96bn $40mn Net retained losses from Hurricane Ian of $40mn, with the Florida carrier anticipating gross losses 
will be “well within” the $1.2bn first event coverage of its reinsurance tower, and contained within the 
structure’s second layer which tops out at $960mn

12-Oct ~$1bn $36.4mn United Insurance Holdings (UPC) has estimated its gross estimated loss from Hurricane Ian will be 
around $1bn, with its net exposure to the storm standing at some $36.4mn before income taxes, and 
the vast majority of the loss ceded to reinsurers

12-Oct $0.8bn - Coastal MGA giant AmRisc has told carrier partners its initial modelled loss for Hurricane Ian is 
around $800mn but said lower-than-expected early claims count as well as underwriting changes 
over the last couple of years that could mitigate losses

11-Oct ~$1bn $111mn Gross ultimate loss from Hurricane Ian will be approximately $1bn. UPCIC cat program has $45mn 
retention while Universal retains another $66mn first layer in its captive. Net exposure llimited to 
retentions at its insurance and captive subsidiaries

10-Oct - $78mn Pre-tax net loss from Hurricane Ian of $78mn. This includes $37mn of retained losses in its four 
towers, $28mn of losses for its Clauddaugh captive and $13mn from reversal of accrued benefits

07-Oct $0.3bn - The $300mn gross loss estimate for Hurricane Ian filed by Security First with the Florida Office of 
Insurance Regulation (FLOIR) would not go through the first private reinsurance layer of its cat 
program

Source: The Insurer based on company announcements
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Hurricane Ian: the view 
from across the Atlantic
While Baden-Baden marks the first 

major European industry gathering 
since Hurricane Ian’s landfall, a meaningful 
shift in sentiment around property cat 
reinsurance has been evident at the major 
US conferences that have taken place this 
month.

Both the APCIA annual meeting in 
Dallas and the Council of Insurance 
Agents & Brokers’ (CIAB) Insurance 
Leadership Forum in Colorado 
highlighted the strengthened resolve 
among reinsurers in the aftermath of 
the storm. 

In Dallas, there was a palpable 
sense of fear in the market about the 
availability of capacity as it became 
clear reinsurers were now looking for 
significantly more than the 25 percent 
rate increases being discussed in Monte 
Carlo. 

Senior broker sources said the key 
for buyers will be to differentiate 
themselves and demonstrate that they 
have a grasp on inflation and insurance-
to-value in their portfolios.

While that preparation had already 
been going on for several months ahead 
of the 1 January renewals, it was clear 
that it has now become even more 
critical.

There were also conversations on the 
sidelines of the APCIA event involving 
potential new entrants to the market, 
and how Ian will impact their prospects.

Coastal homeowners start-ups see 
an attractive opportunity given the 
dislocation in the loss-struck states of 
Florida and Louisiana (following Ida 
last year), while others are looking at 

different geographies where they feel 
underwriting conditions are improving.

The big question they were looking to 
get answered was whether reinsurance 
capacity would be available to support 
them in a fast-shifting environment.

There was also the broader question 
of what level of price increases in 
reinsurance and retro would be 
attractive enough to draw in new capital 

to the sector, which could help ease 
pressure for 2023 cat renewals.

At the CIAB meeting the following 
week, consensus had built around 
rate increases of 40-60 percent – or 
potentially more – at 1.1, with those 
expectations now being communicated 
to cedants. 

The focus of brokers was on 
communicating to clients expectations 
that they will likely need to significantly 
increase retentions if they are to secure 
the limit they require at the top of cat 
programs to keep pace with inflation.

No reinsurers canvassed by this 
publication said they were prepared 

to entertain low-down layers as they 
looked to keep their aggregate or 
exposure stable, while attaching higher 
and getting paid up to 60 percent more 
for their capacity.

There is also an expectation of a very 
late renewal, with market pricing not 
beginning until the end of November 
and authorisations at the end of 
December as buyers and sellers navigate 
availability of capacity, particularly from 
reinsurers needing to establish how 
much retro they will be able to find.

Reinsurers canvassed by The Insurer 
at the event appeared to be unified 
in their approach to the upcoming 
renewal.

One said Ian was a catalyst but the 
conditions were already in place as 
a result of the significant imbalance 
between demand and supply.

As previously reported at length, the 
impact of inflation on insurers – as well 
as other potential loss amplifiers such 
as supply chain issues – has driven what 
is estimated to be around $20bn of new 
demand for US cat limit at the top of 
programs to keep up with fast-rising 
exposures on original portfolios.

At the same time, reinsurers are 
facing shrinkage in their capital base 
as a result of higher interest rates 
driving writedowns on their investment 
portfolios, leading to a contraction in 
supply even before taking into account 
reduced appetite from several players 
after years of underperformance and 
concerns around climate change and 
its impact on frequency and severity of 
loss events.

There is also an expectation 
of a very late renewal, with 

market pricing not beginning 
until the end of November 

and authorisations at the end 
of December
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Carpenter

The reinsurance industry is built on a commercial 
relationship between risk and capital. In the current, 

palpably dynamic environment, the industry appears to 
have reached an inflection point. 

A reassessment of not only the 
relationship, but also of the opportunities 
risk and capital afford is under way. 
Countervailing forces are influencing the 
industry. Drivers of uncertainty, including 
macroeconomic and other relevant 
trends, and now Hurricane Ian, have led to 
severely stressed market conditions.

On the other hand, drivers of confidence 
– including resilient industry capital, 
disciplined underwriting and a firming 
commercial lines rate cycle – are injecting 
positivity into the sector. The industry has 
navigated difficult headwinds in the past and is in a 
strong position to once again successfully evolve and 
adapt to meet the changing nature of risk.   

This past year, inflation has rightly been an area of 
significant focus and uncertainty for the industry, as 
evidenced by rising levels of consumer price indices 
across most regions. However, the industry’s long 
history of data utilisation alongside advancements in 
technology and modelling methods puts insurers in a 
strong position to forecast, monitor and measure risk 
in a changing environment. Insurers are successfully 
addressing inflation’s impact by adjusting exposures 
and updating procurement practices, increasing 
insurance rates and monitoring loss cost trends more 
frequently.

Globally, central banks have rapidly raised interest 
rates among other policy steps in an effort to bring 
inflation back within targeted levels. Yet, while this 
response has contributed to financial market volatility 
and a repricing of their assets, (re)insurers’ ratings 
and solvency positions have proven to be robust and 

they are well placed to reap the benefit of higher 
reinvestment yields in future years’ earnings. Higher 
interest rates are also slowing economic growth 

prospects for 2022 and 2023. 
Fortunately, the sector is considered 

“late-cycle”, meaning its growth 
prospects are less influenced by short-
term economic cycles. In fact, economic 
volatility can be expected to reduce 
risk appetite among insureds and spur 
demand for modified and innovative 
product offerings.

These macroeconomic forces are 
coupled with all the other significant, 
relevant issues faced by the industry, inter 
alia, rising catastrophe losses, climate 
change, cyber threats, the Russia-Ukraine 

conflict and Hurricane Ian’s recent impact. Forged 
together, these have caused a re-evaluation of risk 
appetites, which has been accompanied by a fall in 
dedicated reinsurance industry capital, particularly for 
retrocessional capacity. 

Prior to Hurricane Ian, Guy Carpenter and AM 
Best estimated that year-end 2022 total dedicated 
reinsurance capital would be 7 percent lower, with 
traditional capital down 8 percent and alternative 
capital up 1 percent. However, these stresses create the 
foundation for a positive cyclical market turn.   

Now is the time to invest in the sector. By 
understanding how macroeconomic conditions, 
geographic footprints and lines of business come 
together in specific portfolios and impact risk 
tolerances, Guy Carpenter can deliver bespoke 
solutions for today as well as address emerging 
challenges of tomorrow. Collectively, the reinsurance 
sector, through detailed and thoughtful analysis and 
execution, can once more prove resilient and prosper in 
this ever-changing risk landscape.

Opportunities amid uncertainty

Drivers of uncertainty, 
including macroeconomic and 

other relevant trends, and 
now Hurricane Ian, have led 
to severely stressed market 

conditions

Guy Carpenter’s Gina Carlson and Richard Hewitt on why the reinsurance sector is in a strong position 
to deal with current headwinds
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Total capital fell 15 
percent in the first 

half of this year to $230bn 
across the 21 companies that 
make up Aon’s Reinsurance 
Aggregate (ARA), with total 
equity down 18 percent 
to $171bn on the back of 
significant unrealised 
investment losses. 

Aon said the capital 
decline in part reflected 
the strengthening of 
the US dollar relative to 
the euro. Across the ARA 
investors received dividends 
and share buybacks totalling 
$7.3bn during the six months 
to 30 June, up from $6.8bn in 
the prior-year period.

Gross written premiums 
across the group of 
reinsurers rose 7 percent to 
$190bn in the first half of the 
year, with the three largest 
companies – Munich Re, 
Swiss Re and Hannover Re 
– comprising 43 percent of 
the aggregated volume. 

Net premiums earned 
across the ARA were up 10 
percent to $106bn, which 
Aon said reflected the 
benefit of compounding 
rate increases. 

P&C underwriting profit 
rose 22 percent to $7.4bn, 
reflecting a 0.7 percentage 
point improvement in the 
net combined ratio to 93 
percent. 

However, the broker 
noted that H1 results had 
only limited recognition of 
potential losses related to 
Russia-Ukraine, particularly 
for the aviation class. 

Scor was the only one of 
the 21 companies within the 

ARA to post a loss for the 
six-month period. 

The ARA posted an 
aggregate pre-tax profit 
of $2.2bn, driven by the 
P&C underwriting profit. 
Net investment income 
of $8.8bn was more than 
offset by realised and 
unrealised losses of 
$10.4bn.

Net income across the 
ARA was $1.3bn, down from 

$14bn in H1 2021. Given the 
recent impacts of Hurricane 
Ian, Aon said 2022 was 
“destined to be another 
poor year for reinsurer 
earnings”. 

Mike Van Slooten, head 
of business intelligence 
for Aon’s Reinsurance 
Solutions, said: “The 
long-awaited adjustment 
to higher interest rates 

will ultimately boost 
reinsurers’ profitability 
through higher 
investment returns, but 
the speed of the change 
is having a significant 
short-term impact on 
asset values. 

“In addition, high 
inflation is creating 
uncertainty around future 
and legacy loss costs, 
which may need to be 

addressed through higher 
pricing and/or additions to 
prior year reserves.”

He added: “In publishing 
the ARA, we try to include 
data and analyses that 
could help (re)insurers 
to navigate potential 
market volatility, maintain 
resilience, and make better 
business decisions.”
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Preparation will be key to securing successful reinsurance 
renewals at 1 January, according to Mike Van Slooten, 

head of business intelligence for Aon’s Reinsurance 
Solutions.

Van Slooten told The Insurer that 
Hurricane Ian had added another layer of 
complexity to an already very challenging 
operating environment, with reinsurers 
set to become ever more careful around 
the deployment of their capacity.

“This will result in some difficult 
conversations, but there are things buyers 
can do to optimise their positioning for 
the renewal negotiations.

“The ability to articulate how you are 
managing inflation in your own book and 
your own views of risk will be critical, 
alongside the quality of your data,” he 
said.

Van Slooten said the picture at 1 January will be one 
of increasing demand and constrained supply.

“Inflation will drive demand for higher limits and 
buyers will still be seeking earnings protection, to the 
extent that it is available.”

At the same time, earnings volatility is causing some 
reinsurers to rein in their risk appetite, particularly for 
property cat business, with little sign of new capital 
coming in.

Inflationary pressures are a factor. Property rebuild 
costs are at elevated levels and there are concerns 
about social inflation in the casualty market as well.

“Reinsurers will look to address rising loss cost 
trends through higher pricing, in the absence of 
compelling counter-arguments,” Van Slooten said. 

Strong cat bond market
In the alternative capital space, Van Slooten said the 
property cat bond market has remained strong.

“Buyers are looking across the spectrum of available 
products, because the availability of traditional 
capacity is becoming more constrained,” he said.

Cat bonds have become relatively more attractive, 
including for reinsurers looking to secure 
retrocession protection.

“There is still strong investor appetite 
in this area, because the loss triggers can 
be more narrowly defined and the product 
offers them the ability to trade in and out.

“For private collateralised reinsurance, 
there is not as much capacity available as 
there was in the past.”

Van Slooten said that Aon was engaging 
its global resources and relationships to 
widen the availability of capital to help 
clients achieve better outcomes at the 
renewals.

 
Another challenging year for reinsurer earnings
Van Slooten said the combined impact of Hurricane Ian 
and unrealised investment losses would again result in 
sub-par earnings for the reinsurance sector.

“We now anticipate a breakeven result at best on the 
underwriting side, while rising interest rates and fears 
of recession are continuing to undermine asset values 
and reported equity positions.”

While he acknowledged the adjustment was painful 
in the short term, Van Slooten said the “pull-to-par” 
effect would see bond values recover as they approach 
maturity.

“Rating agencies seem to be treating most of these 
losses as non-economic – we are not seeing rating 
downgrades as a result,” he said.

“The industry will work our way through this difficult 
period, then the benefit will start to feed through – 
higher interest rates represent a long-term positive for 
earnings.”

The ability to articulate how 
you are managing inflation 
in your own book and your 

own views of risk will be 
critical, alongside the quality 

of your data
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Aon’s Van Slooten: 
Preparation will be key 
to achieving successful 
renewal outcomes
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Munich Re’s recent announcement that it will no longer 
insure new conventional oil and gas projects as of 1 April 

2023 means all of the big four reinsurers have now extended 
their underwriting restrictions to the whole spectrum of fossil 
fuels.

Analysis by ESG Insurer shows the big four Europe-
based global reinsurers have continued to evolve their 
underwriting portfolio decarbonisation policies over 
the past 12 months by extending restrictions to include 
conventional oil and gas.

Munich Re was the last of the quartet to issue a written 
policy to curb conventional oil and gas underwriting. 

In its 2021 sustainability report, the German group 
had set a broad goal to achieve a 5 percent reduction in 
greenhouse gas emissions (compared to 2019) related 
to oil and gas facultative, primary and direct property 
insurance. It had also supported a commitment to reach 
net-zero emissions by 2050.

But with no specific underwriting policy, Munich Re 
remained an outlier among the big four up until three 
weeks ago. This had not escaped the attention of 
environmental activists and was also at odds with the 
group’s own public stance on the risks of climate change.

So it was only a matter of time before the company 
joined its peers.

The first announcement formalising curbs came from 
Munich Re’s Syndicate 457, which stated at the end of 
September that it would cease underwriting traditional 
oil and gas with effect from 1 January 2023.

The move sent shockwaves through the energy 
insurance market given the syndicate’s status as a major 
leader in the class. 

Group CUO Dominick Hoare highlighted that the 

decision would “enable the syndicate to focus its efforts 
on supporting the energy transition by absorbing 
technical risks, enabling businesses in the sector to 
focus on their growth”.

Less than a week later, on 6 October, Munich Re 
completed the move by announcing the group was 
wholly exiting new oil and gas underwriting as of 1 April 
2023.

This includes no longer insuring contracts or projects 
exclusively covering the planning, financing, construction 
or operation of new oil and gas fields, new midstream oil 
infrastructure and new oil-fired power plants.

Big four reinsurers’ oil & gas exit policies 
signpost broader industry’s withdrawal 
from fossil fuel underwriting

24 | Analysis: Oil and Gas
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 Talking Points
• Insurance industry’s policy restrictions on thermal 

coal and unconventional fuels gradually extending 
to traditional oil and gas

• Europe’s big four reinsurers among first 13 major 
companies that have committed to exclude new 
conventional oil and gas projects

• Coalescing of reinsurers on exiting oil and gas 
underwriting sends an important signal to the 
broader industry 

• Munich Re and Hannover Re have the strongest 
policies, while Scor still allows for the underwriting 
of new gas fields
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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

35% reduction in coal-related 
exposure in its D&F business by 
2025 (base year: 2019). 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 Oct-22 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”

End of coverage for new oil and 
gas fields as of 1 April 2023. 
The policy also excludes new 
midstream infrastructure as well 
as new oil fired power plants

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



Reinsurers steer away from oil and gas 
underwriting
Hannover Re was the first mover among the big four 
reinsurers, introducing a new exit policy in its 2021 
annual report on 10 March this year.

Although the company is not a big player in oil and 
gas, the decision set a new benchmark for the sector 
and allowed Hannover Re to regain the initiative, having 
been the last among its peers to implement curbs on 
the underwriting of thermal coal a few years back. 

The reinsurer’s annual report revealed that from mid-
2022 onwards the facultative division would no longer 
take on any new covers for project policies associated 
with the exploration or development of 
new oil and gas reserves. The restriction 
also concerned project policies exclusively 
supporting the transportation and storage 
of new oil and gas reserves.

The announcement fulfilled a previous 
pledge from Hannover Re’s parent Talanx, 
which made a commitment in May 2021 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 
coverage 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.

Meanwhile, French reinsurer Scor at its AGM on 18 
May announced 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.

A message to the broader industry
Munich Re’s decision to join its peers in curbing new 
oil and gas underwriting is of significance not only 
because it comes from the world’s largest reinsurer 

but also because it shows a united front 
among the global European reinsurers.

The big four cohort has generally led 
the industry’s transition away from fossil 
fuels, with initial carbon underwriting 
policies – which included restrictions on 
unconventional fossil fuels such as tar 
sands and Arctic oil – rolled out as early 
as 2017 in the case of Scor.

More recently, the quartet have also 
all made announcements rejecting the 
controversial East African Crude Oil 
Pipeline project, joining carriers Axa and 
Zurich in publicly committing that they 
will not underwrite the pipeline.

Three of the big four – Munich Re, 
Swiss Re and Scor – are also founding members of the 
Net-Zero Insurance Alliance, which was launched in 
July last year, with Hannover Re joining the alliance in 
October.
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Insure Our Future: Market share of reinsurers with oil and gas 
exclusions rises to 38% in 2022
Aviva, Hannover Re and Munich Re top the ranks of this year’s 
Insure Our Future scorecard for oil and gas exclusion policies, 
with the annual ranking showing industry restrictions on 
projects and infrastructure are beginning to catch up with 
those on coal.

The Insure Our Future campaign released its sixth annual 
scorecard last week, ranking the world’s top 30 fossil fuel 
insurers on the quality of their fossil fuel exclusion policies 
for both underwriting and investments.

Ahead of COP27 next month, Insure Our Future argued that 
now is the critical time for insurers to fully exit new coal, oil 
and gas to demonstrate their readiness to deliver on net-
zero commitments.

The latest scorecard shows 10 insurers have adopted 
restrictions on insuring oil and gas projects over the past 
year. Only three – Suncorp, Generali and Axa – had done so 
at the time of COP26 just over a year ago.

The addition of Allianz, Aviva, Fidelis, Hannover Re, KBC, 
Mapfre, Scor, Swiss Re, Zurich and most recently Munich 
Re has seen the market share of those with oil and gas 
restrictions grow year on year from 3 percent to 38 percent 
among reinsurers.

In addition, the market share has grown from 5 percent to 
15 percent among primary carriers.

So far, 18 (re)insurers have ruled out support for Canada’s 
Trans Mountain pipeline, while last week another five stated 
they will not provide insurance support for the East African 
Crude Oil Pipeline.

The scorecard noted that although Aviva and Hannover Re 
have the strongest policies, they are not major actors in the 
oil and gas sector. Conversely, Axa and Zurich are major oil 
and gas insurers, but both only committed to end insurance 
for oil exploration and not for new oil production or gas 
exploration and production.

The undoubted impact of 
fossil fuels on climate change 
demands a proactive stance 

from insurers 
Dominick Hoare, group chief 

underwriting officer, Munich Re 
Syndicate
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The number one issue facing consumers, businesses and 
government in the UK right now is inflation.

At the time of writing, the UK Consumer Price Index 
– the main index for inflation – stood at 9.9 percent, 
down from the previous month’s figure of 10.1 percent, 
a level not seen since February 1982, which was in the 
wake of the Falklands War. To put this in context, a 
year ago, UK inflation was 3.2 percent. 

Over the course of three articles, I will outline why 
inflation seems to be rising, the impact of rising 
inflation on the (re)insurance sector and finally how 
(re)insurers and corporates can successfully navigate 
this difficult time.

 
Shock to the system
So, what exactly is causing UK inflation to skyrocket? 

Prices are rising simply because things are 
becoming more costly to make or produce, as the cost 
of supply – whether it be labour or material – has 
increased. These costs are then naturally passed on 
to the consumer in the final price of the product or 
service. 

Economists refer to this as “cost-push inflation”, and 
in the UK this rising inflation is caused by five main 
issues: 

Firstly, there is Brexit, which has added new 
administrative costs in the form of a new UK border 
scheme, which increases the time it takes for items 
to enter and leave the country, along with added 
administrative costs, all of which are passed on to 
consumers in the form of higher prices for goods and 
services. 

Secondly, the world is still recovering from the 
Covid-19 pandemic, which disrupted global supply 
chains, creating shortages of commodities such as 
semiconductors. Covid-19 also had an impact on 

global trade by delaying and disrupting trading 
schedules, meaning that many ports now have large 
backlogs with queues of vessels waiting to offload 
items. Also, in some cases, many ships are not waiting 
to pick up empty containers, creating a shortage of 
containers to transport items, all of which increase 
the freight costs for firms.  

Thirdly, there is the ongoing Russia-Ukraine conflict, 
which has seen global energy costs skyrocket, 
meaning that the cost of heating and powering both 
homes and businesses has become more expensive.

Another issue is labour. Despite historic low levels 
of unemployment at 3.6 percent – a level not seen 
since 1974 – there are a record number of vacancies 
in sectors such as hospitality and retail. The current 
employment rate is at 75.4 percent, with 21.7 percent 
either economically inactive due to chronic health 
conditions or because they are studying, according 
to government statistics. Also, during the pandemic, 
over 500,000 workers, mainly over the age of 50, quit 
the workforce along with many continental workers 
returning to Europe after Brexit, according to various 
estimates. This has alarmed policymakers and experts, 
as a tighter labour market will mean that workers can 
demand higher wages.

Finally, there has been a steep rise in the cost of 
materials, hitting multiple sectors, in particular the 
construction industry. The Construction Material Price 
Index, a key metric, rose by 26.4 percent in one year, 
pushed up by increases in concrete reinforcing bars 
(up 58.2 percent), fabricated structural steel (up 46.3 
percent) and pre-cast concrete products (up 28.3 
percent).

So how does this impact the (re)insurance industry? 
In my next article tomorrow, I will discuss how rising 
inflation is impacting the (re)insurance sector.

Why is UK inflation so high?

Suki Basi, 
managing 
director at 
Russell Group

In the first of a series of three articles, Russell Group managing 
director Suki Basi explores why UK inflation has risen so rapidly
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I have seen commentary in the media about investors 
preferring to put their equity behind MGAs rather than 

insurance companies. Certainly, we are seeing an increasing 
number of new MGA proposals in the single risk market which 
focus on medium- to long-term credit and political risks 
transactions.  

Admittedly, MGAs are not new to the market, and 
they cover a range of activities from $1bn+ multiline 
portfolios down to $10mn monoline niche 
products. 

MGAs are an established part of surety 
markets such as Italy, Norway and South 
Africa. And trade credit MGAs have 
been active for many years in the UK, 
Australia and Canada. Reinsurers apply 
an additional layer of diligence driven 
by some scepticism around the MGA 
concept. But why is that and what does it 
mean for MGA business cases looking for 
reinsurance capacity?

Key areas to consider for a reinsurer
Trade credit and surety MGAs have shown higher 
results volatility than their peer group of insurance 
underwriters, including cases of complete portfolio 
meltdowns with loss ratios that would not normally be 
seen from an insurer.

An MGA is an additional link in the underwriting chain 
with the need for cost compensation and a portion of 
the profit. In a non-proportional reinsurance market this 
would not be a concern, but the majority of credit risk-
related reinsurance programs are proportional where 
the cost structure of the reinsured business is one of the 
essential parameters. 

Does an MGA have the potential to write its specific 
credit-related business at a lower loss ratio through the 
economic cycle versus the peer insurance group to allow 
reinsurers the same margin despite the higher cost? 

What might make a lot of sense for an insurer from a 
combined ratio perspective doesn’t work for a reinsurer 
anymore after adding the overrider to compensate the 
insurer for its own cost.

Let’s look at the insurance market as no MGA can 
issue a policy without the capacity of a licensed 
insurance carrier. In trade credit, surety and single risk 
the insureds/beneficiaries are mainly large corporates, 
banks, public entities and multilateral institutions. 

For most of them a very strong credit rating is key 
when selecting the counterparty to insure with. An MGA, 
especially in the single risk market, will need access to 
at least A rated insurance paper to be considered by the 

insureds. However, as most A and better 
rated insurers are already writing these 
product lines in-house, the available pool 
of insurers that could qualify from a rating 
perspective while writing one of these lines 
through an MGA is very limited.

Reinsurers will usually not consider 
the MGA as the sole counterparty and 
look at the insurance carrier purely as 
an exchangeable fronting entity. Ideally, 
the insurer is an existing client with the 

reinsurer already having a deep knowledge of the 
insurer’s underwriting culture. 

Credit risk-related insurance business needs to 
perform well through an economic cycle and for this 
reason reinsurers usually commit proportional capacity 
in these classes under the assumption of a long-term 
relationship as exiting the treaty after one or two years 
will leave them with tail risk averaging four to five years 
in surety and single risk, with some policies running off 
over 10-15 years.

Liberty Mutual Re supports MGA activities in the 
segment of trade credit, surety and single risk business 
subject to a high confidence level that the insurer/
MGA partnership is for the long term, with the insurer 
retaining a substantial portion of the risk and having full 
risk oversight supported by its own credit know-how. 

The MGA business plan needs to be realistic, as 
aggressive growth quickly drags you down the credit 
curve.

Increasing MGA activity in trade credit, surety 
and single risk business – a reinsurer’s view

Reinsurers apply an 
additional layer of diligence 
driven by some scepticism 
around the MGA concept

Uwe Haug 
is head of 
business 
development 
and 
underwriting 
strategy – 
financial risks 
reinsurance at 
Liberty Mutual 
Reinsurance

Liberty Mutual Re’s Uwe Haug provides his 
perspective on the increasingly prominent role MGAs 
are playing in the credit and political risk space
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Recent natural catastrophe losses in Europe have been 
dominated by large flood, hail and convective storm 

events that have often impacted several countries at a time. 
Yet, the cluster of storms Ylenia, Zeynep and Antonia (Dudley, 
Eunice and Franklin) in February 2022 reminded the insurance 
industry of the materiality of windstorm risk, despite recent 
years of low storm activity. 

Whether you are a large reinsurer taking on Europe-
wide exposures or a primary covering a domestic 
book of business, it has never been more important to 
accurately capture the increasingly complex regional 
dynamics of these perils. 

RMS is excited to launch the Europe Windstorm HD 
Models in spring 2023. This model release will complete 
the full suite of RMS climate HD Models for Europe, 
which already includes the Europe Severe Convective 
Storm and Inland Flood HD Models, helping you build 
a consistent and unified view of climate risk across the 
continent. 

Building a consistent view of climate risk across 
Europe 
Reconciling different model vendor approaches can 
make pricing practices very complex. RMS HD modelling 
provides a common framework to build a consistent 
view of risk across flood, severe convective storms and 
windstorm risk in Europe. 

Customers benefit from shared exposure data across 
peril models, and consistent geocoding, vulnerability 
approach, building inventory and financial engines. The 
simulation length of 50,000 years is also aligned across 
each model to make grouping analyses simple. And the 
ability to run climate-conditioned views helps you to 
understand long-term climate change risk, enabling you 
to further develop your view of European climate risk. 

HD framework delivers a more realistic 
representation of climate risk 
Leveraging the power and scale of the RMS Intelligent 
Risk Platform, the new Europe Windstorm HD Models 
deliver a more realistic view of event losses. 

The cloud-native framework allows for a very large 
event set and number of simulations improving the 
robustness of the models for better estimates of tail 
risk. 

And with temporal simulation you can accurately 
model the time-dependencies of events including 
seasonality, antecedent conditions and clustering of 
events. 

The HD framework also ensures high hazard 
gradient perils such as storm surge are modelled 
at a granular level with a robust disaggregation 
methodology for low-resolution or aggregate 
exposure data. 

And the advanced financial engine has been 
developed to capture any (re)insurance term including 
complex conditions such as aggregate treaties and 
hours clause. 

RMS is your vendor for gaining the most 
complete view of risk 
The Europe Windstorm HD Models have been 
completely rebuilt, utilising the latest science and 
data, and reflecting the long experience RMS has 
acquired in modelling windstorm risk over the past 
decades. 

Coupled with Europe Severe Convective Storm and 
Inland Flood HD Models, RMS provides the greatest 
geographical coverage across the continent and the 
most diverse set of models, helping you to gain the 
most complete view of European climate risk.

European windstorm models will unify 
climate modelling across the continent

Giovanni 
Leoncini is 
senior product 
manager at 
RMS
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For the third consecutive year, The Insurer designated 
September as #ReinsuranceMonth – dedicating the 

entire month to providing in-depth coverage of the trends 
that will shape upcoming reinsurance renewals.

Our coverage began against the backdrop of an 
unexpectedly quiet first half of the hurricane season, 
before the arrival of Hurricane Ian at the end of 
the month resulted in what will likely be one of the 
costliest industry cat events on record.

Even before Ian, the property catastrophe 
reinsurance market was facing a challenging outlook 
with concerns around inflation and several years of 
elevated loss activity prompting a demand-supply 
imbalance as #ReinsuranceMonth talks began.

By the time of The Insurer’s first daily edition at 
this year’s Rendez-Vous in Monte Carlo, property cat 
reinsurance was already “teetering on the edge of a 
true hard market”.

As treaty underwriters reduced appetite, we also 
reported a boom in the property facultative market. 
We revealed how demand was now accelerating as 
cat reinsurers retrenched and sought to move further 
away from lower layers.

For casualty exposures, several executives 
observed that the blunting of upward momentum 
on ceding commissions for long-tail lines pro 
rata deals that began in the first half of 2022 was 
expected to continue at 1 January. The turning of 

market conditions came 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.

We also highlighted the evolution of the ILS market, 
where early signs are emerging of an appetite to 
embrace longer-tail exposures and provide a more 
diversified uncorrelated portfolio to investors. 

Aon leads Reinsurance Broker Rankings
#ReinsuranceMonth also saw the publication of 
the latest edition of our Top 10 Reinsurance Broker 
Rankings, now in its fourth year.

Aon’s Reinsurance Solutions continues to lead the 
rankings. 

The unit grew overall revenues by 10 percent in 
2021, and reported 8 percent organic growth as it 
benefited from strong growth in treaty, as well as 
solid growth in facultative placements and capital 
markets transactions.

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

With its aggressive hiring strategy over the last 
two years finally bearing fruit, it recorded 9 percent 
organic growth for 2021, outpacing its largest rival in 
three of the four quarters of the year.
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Risk in a modern world

Become an  
ESG Insurer partner

To become an ESG Insurer partner please contact:
Spencer Halladey

Commercial director +44 (0)754 000 0929  
spencer@wbmediagroup.com

Andy Stone
Sales manager +44 (0)783 484 3176

andy@wbmediagroup.com

Branding
l  Advertising on ESG Insurer 

website throughout the 
year

l  Advertising on monthly 
digital newsletter emailed 
to 45,000+ industry 
professionals

Editorial
l  A number of viewpoint 

articles promoted across 
the dedicated webpage 
and digital newsletter

l  Lead written interview 
in one of the monthly 
editions

Video
l  Participation in ESG 

Insurer virtual debate

l  One-on-one Close Quarter 
interviews on The Insurer 
TV, emailed to 45,000+ 
individuals and included 
on the monthly digital 
newsletter

A dedicated full-year campaign and association with ESG Insurer platforms

ESG partners:
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We deliver unmatched insight to help you diversify and 
strengthen your balance sheet.    

Reinsurance Broking | Industry-leading Analytics | Strategic Advisory 

achieve your 
capital, growth and 
volatility Goals

YEARS


