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European reinsurers delay quotes as late renewal predicted
Expectations are growing of a late 1 January renewal as 

reinsurers are cautious of quoting in another year of 
$100bn+ of cat losses. 

European programs – especially certain German 
accounts – are usually some of the first 1.1 renewing 
programs to be placed, with firm order terms (FOTs) 
traditionally issued around Baden-Baden. However, as 
delegates converge on the spa town for the first full day 
of the annual gathering, only a handful of quotes have so 
far been issued.

Where quotes have been issued, this publication 

understands most are for smaller programs and therefore 
provide only a limited read-across for the wider European 
treaty market.

At 1 January 2022 European XoL renewals typically priced up 
high single digits on loss-free programs and much higher on 
loss-affected layers/programs following record losses caused 
by the devastating Bernd flood event.

Cedants in Germany, Austria, Belgium and Switzerland – 
which bore the brunt of the >$12bn+ flood of losses ceded 
to reinsurers – experienced the steepest rate increases at 
renewal.
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European cedants are not facing the same capacity constraints at 
the upcoming 1 January renewals as their US counterparts but 

buyers should expect significant restructuring of their property cat 
treaties, industry leaders warned at the Guy Carpenter Baden-Baden 
Reinsurance Symposium.

Addressing a near-full auditorium at the Kongresshaus in 
Baden-Baden yesterday, Guy Carpenter's Europe CEO Massimo 
Reina said the situation in Europe was “markedly different” 
than North American renewals.

“There isn't the problem of capacity as such,” Reina said.
“Yes cedants are going to buy more coverage, but we do not 

believe that there is going to be a shortage of supply – certainly 
not at the top end of programs,” he added. 

Panellists addressing the 600+ industry executives at the 

event, hosted in partnership with The Insurer, would not be 
drawn on how much additional capacity was needed in the 
European market to counter the impact of inflation, but were in 
agreement that this would be significant.

Also speaking on the panel, Axis Re CEO Ann Haugh said 
that while there was confidence that cedants would obtain 
the desired levels of limit at their renewals, there had to be an 
acknowledgement that programs would be restructured, with 
retention levels increasing.

“For cedants the question has to be how do we optimise 
spend to maximise coverage,” Haugh said.

Haugh also said that she expected renewals to run later than 
at 1 January 2022 as reinsurers strive for rate adequacy.

“So I think it'll be a unique renewal Continued on page 8

GC Symposium: No shortage of European cat 
capacity but 1.1 restructurings inevitable
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Bermuda-headquartered SiriusPoint 
made the last-minute call to reduce its 

presence at the Baden-Baden reinsurance 
meeting amid a general lack of clarity from 
the market on the pricing and availability of 
cat/all risks capacity at the forthcoming 1 
January renewals, The Insurer can reveal.

SiriusPoint had been set to send 
underwriters from across its European 
operations in addition to representatives 
from Bermuda and London. 

The carrier is thought to have 
communicated to individual employees 
to cancel planned meetings this week in 
light of the lack of clear messaging around 

the upcoming renewals in terms of pricing 
dynamics and appetite across the market. 

In a statement provided to this 
publication confirming the move, 
a SiriusPoint spokesperson said: 
“SiriusPoint had been aiming to provide 
direction on their target portfolio by 
Baden-Baden but don’t yet have clarity, so 
reconsidered their attendance”.

The conference in Germany – which 
began on Sunday – is second only to the 
Monte Carlo Reinsurance Rendez-Vous in 
the European reinsurance calendar and is 
traditionally regarded as the event where 
real renewal business gets done.

In years gone by, the Black Forest spa 
town event would coincide with a flurry 
of  firm order terms (FOTs) be issued for 1 
January incepeting covers, especially for 
European cedants.

However, the 1.1.2023 renewals look 
set to run late as reinsurers remain 
cautious of quoting in another year of 
$100bn+ of cat losses which have brought 
further price momentum, pressures to 
restructure programs and potentially 
capacity restraints. SiriusPoint is currently 
shifting its focus away from reinsurance 
to insurance and is reducing its cat 
exposures.

Aviation reinsurers braced for further losses 
as Boeing claim deteriorates by $1.3bn

SiriusPoint withdraws from Baden-Baden amid 1.1 uncertainty

Aviation reinsurance and retro 
underwriters will bear the brunt of 

further deterioration on the long-running 
claim for the grounding of the Boeing 737 Max 
fleet, which has increased further following a 
recent claims review.  

The Insurer understands the total 
claim now represents a loss of ~$3bn 
following a further $1.3bn 
deterioration, with the 
program’s reinsurers set 
to take a major hit from 
the increase. 

As this publication 
previously reported, 
Munich Re has a direct 
share of 8-10 percent on 
the reinsurance program, 
together with being lead 
capacity provider to 
Global Aerospace, the 
lead primary market.

The latest deterioration 
is understood to relate to 
the Ethiopian Airlines flight 302 crash in 
March 2019.

As The Insurer previously revealed, 
while reserves for this loss were initially 
set at $350mn, shortly after extending its 
multi-year program in 2020 Boeing nearly 
tripled its reserve to ~$990mn. Reserves 
for this loss have now escalated to 
$2.25bn, this publication understands. 

The claim also includes reserves of 

$650mn related to the Lion Air Boeing 
737 crash in October 2018 and $500mn 
related to the grounding of the 737 Max 8 
global fleet which followed the Ethiopian 
Airlines crash. 

MGA Global Aerospace leads the 
primary program with a 17.5 percent 
share, with other major markets 

understood to include AIG, Starr, Chubb, 
Swiss Re, Munich Re, Axa XL and Allianz.

Boeing’s manufacturers’ policy was 
extended for a further year with its 
broker Marsh in exchange for $200mn in 
premium in July. 

Boeing’s policy limit stands at $2.25bn 
on an occurrence basis with a separate 
$500mn excess layer also in place on the 
program. 

The aggregate limit on Boeing’s policy 
stands at $4.5bn.

With the Ethiopian Airlines and Lion Air 
crashes recognised as separate events, 
the loss would trigger the aggregate 
policy. The increase in the loss is 
expected to be acutely felt in the aviation 
reinsurance and retro market with around 

30 percent of direct 
aviation premiums 
transferred to the 
reinsurance market (see 
image).

About 75 percent of 
this is on a proportional 
basis via quota share 
arrangements, with the 
remaining 25 percent 
being structured 
as excess-of-loss 
(XoL) programs. The 
implication of this is 
while the quota share 
reinsurers’ results will 

approximate the direct reinsurers, the XoL 
market generally responds above the low-
level attritional claims, whilst paying the 
lion’s share of the large cat losses.

Alongside Munich Re, other aviation 
reinsurance lead markets include Swiss 
Re, Hannover Re, Liberty, Cathedral, 
Lancashire and Atrium.

Marsh declined to comment. Boeing 
was contacted for comment.

Losses

Source: Gallagher

Attritional & medium size 
high frequency / low value

Large & cat (xs c.$250mn) Cat (xs minimum of $500mn) 
low frequency “tail risk”

Aviation (re)insurance capital value chain

Risk transfer 
c.30% of insurance premiums

Insurance 
c.$6.5bn GWP

Risk transfer 
c.25% of XoL premiums

Reinsurance 
c.$2bn GWP

Retro 
c.$100mn-125mn GWP

$1,550mn QS / $450mn XoL
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While Hurricane Ian’s impact on Florida has dominated 
headlines in recent weeks, European cedants have their 

own challenges to deal with ahead of this year’s 1 January 
renewal season.

For many years European cat/all risks renewals 
were a relatively 
straightforward affair, 
with generally benign 
loss experience and 
ample capacity making 
for a satisfactory 
outcome for buyers.

But no more. In 2020 
we had Covid-19, while 
2021 saw Storm Bernd 
and Europe’s costliest 
ever floods and this 
year already includes 
the €6bn+ French hail 
storm loss.

The market was 
firming even before the May/June hail 
losses, as evidenced at last year’s 1.1 
renewals. As David Flandro, head of 
analytics at Howden, noted at a recent 
roundtable hosted by The Insurer, 2022 was 
the first time in years he had seen “serious 
backbone’’ from European reinsurers.

Fast forward to this year’s renewals and 
pricing momentum has, if anything, accelerated. It is 
a point Acrisure Re CEO Simon Hedley noted in Monte 
Carlo last month. While there were widespread rate 
increases at the last 1.1 renewal, some reinsurers “felt 
they didn’t quite get what they wanted”.

“They will be targeting to make that up at 1.1 this time,” 
he predicted.

Prior to Ian, there was little indication of any reduction 
in cat appetite among three of Europe’s four major 
reinsurers. 

German reinsurers Munich Re and Hannover Re were 
both perceived to be approaching 1 January with no 
outright intention to reduce exposures, while Swiss Re 

hinted it might grow into 2023. Of the big four, only Scor 
has cut back its cat appetite. 

As Aon’s regional management highlight in today’s 
edition (see page 16), the challenge for European cedants 
may be more around price and structure than a lack of 

capacity. Reinsurers 
will also be looking 
more closely at 
coverage terms with 
greater emphasis on 
named perils and 
exclusions. 

Inflation will also 
compound these 
challenges. Guy 
Carpenter’s David 
Priebe estimates  
increased limit 
demand from primary 
companies will be 
somewhere in the 

region of 10-15 percent. 
With reinsurers pushing hard for more 

rate, there will be questions asked around 
whether it makes sense to continue to buy 
volatility protection at certain levels.

Perhaps the big factor in determining the 
ultimate outcome for European cedants at 
this year’s 1.1 will be the success the major 

brokers have in developing alternative solutions.
As Tomas Novotny, co-CEO for EMEA at Aon’s 

Reinsurance Solutions unit, explains in today’s edition, 
the broker is exploring regional solutions similar to 
the facilities it has used in the past, where part of its 
portfolio is written on an automatic basis.

As previously reported by this publication, Guy 
Carpenter and Gallagher Re are also exploring potential 
facilities for 1.1.

It will undoubtedly be a tough renewal for cedants. The 
extent to which major brokers are able to successfully 
pull together these capacity solutions will be a factor in 
determining just how tough it is for some cedants…

They will be targeting to 
make that up at 1.1 this time

Scott Vincent, 
managing 
news editor, 
The Insurer
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Insured losses from major European flood events
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Fast forward to this year’s renewal and 
these same buyers are believed to be 
making the case that their payback is 
now done and they should not also be 
forced to shoulder losses stemming from 
elsewhere, and Florida in particular. 

Over recent weeks loss expectations 
for Hurricane Ian have started to mount 
as the industry consensus forms around 
a $50bn+ loss. On Friday Munich Re said 
it expects to incur €1.6bn in losses from 
the hurricane, with Swiss Re announcing 
it would take a $1.3bn hit earlier in the 
week. 

“We had a European client tell us 
they don’t expect to be penalised by US 
losses that have nothing to do with them 
– [but] those days are long gone,” one 
reinsurer told this publication. 

While many cat writers are holding 
back quotes until after Baden-Baden, 
this publication understands that some 
carriers even took the last minute call 
to reduce their underwriting presence at 
the event, including SiriusPoint (see page 
3 article).

Broking sources expressed their 
frustration.  

“The very people clients need to 
hear from about what their appetite is 
actually going to be going forward are 
the people pulling out,” one broker told 
this publication, speaking generally 
rather than a specific comment on 
SiriusPoint.

Late and disjointed?
Against this backdrop, European cedants 
once again face a late renewal with one 

broking source suggesting they expect 
many reinsurers to tactically play for 
time for several weeks to come. 

Another market practitioner pointed 
to expectations of a disjointed renewal 

as companies adopt varying strategies 
around nat cat, leading to a disparity 
in reinsurer quotes – when they are 
eventually issued.

European cedants are expected to 
seek significantly more XoL capacity at 
the 1 January reinsurance renewals, with 

Swiss Re last week pointing to cedants 
demanding up to €2.5bn of additional cat 
capacity to cover their risks in Germany 
alone.

But with demand expected to outstip 
supply, one underwriting source said that 

as soon as the pricing dynamics become 
clearer there will be a wave of FOTs.

“As soon as the starting gun is fired 
there’ll be a scramble from brokers. But 
no one wants to be the first to flinch”.

Europe v North America
There is no question that Hurricane 
Ian has strengthened reinsurer resolve 
and led to a growing consensus that 
true hard market conditions await at 1 
January. But how challenging European 
placements will be compared to those in 
North America is yet to be seen.

Both regions have of course been 
impacted by the same supply and 
demand issues of 

retrenchment from cat by several 
reinsurers, compounded by mark-
to-market losses on bond portfolios 
effectively reducing industry capital and 
the impact of the US dollar strengthening 
against the euro.

These supply-side factors have 
coincided with an inflation-fuelled 
surge in demand for additional limit at 1 
January.

But while many US cedants face not 
completing their programs, at this 
stage it is expected that most European 
programs will get home – albeit with 
higher attachment points and potentially 
restructured towers.

“You just haven’t got that same 
dynamic as we’ve got in the US where 
you just can’t place the limit.”

The question for European cedants 
is, at what price will their programs get 
home…

Continued from page 1
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European cat reinsurers delay 1.1 quoting in renewal stand-off
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German reinsurer Munich Re has said it will 
continue to target growth in the European 

cyber market, but has warned technical prices 
in the region will need to rise to match loss 
trends and accumulation potential. 

Claudia Hasse, Munich Re’s CEO for 
Germany, cyber Europe and Latin America, 
told a press briefing ahead of this week’s 
Baden-Baden meeting that cyber remains 
a “profitable business” in Europe. 

Hasse noted that the combined ratio 
for the cyber line worldwide is at around 
85 percent, and only “a notch higher” in 
Europe as a result of a few large single 
losses and a lower overall rate level in the 
region compared to the US.

While Germany’s cyber market is 
currently reporting “very high” combined 
ratios well in excess of 100 percent, Hasse 
said Munich Re’s portfolio had not seen 
loss increases to the same extent.

“We believe that there are two reasons 
for this outperformance. First, we choose 
our partnerships very consciously. And 
second, we support our clients with 
all our know-how in terms of pricing, 
wordings, risk assessment and we also 
help them by providing pre- and post-
incident services. As a consequence, our 

clients on average outperform the market.
“Nevertheless, given the loss trends 

and the accumulation potential we see 
in cyber, our technical price will increase 
in Germany and in Europe. Overall, we 
are very confident that our strategy is the 
right one and we plan to further grow in 
cyber in Europe.”

Munich Re’s share of the cyber market 
in Europe varies by country, ranging from 

5 percent to more than 20 percent, with 
the reinsurer active in all segments of the 

market including a particular focus on 
SME and private lines business.

Demand for cyber coverage is high, 
Hasse continued. According to figures 
from Munich Re, cyber premium volume in 
Europe has risen from just over €400mn 
to €2.0bn in the last five years.

While increasing cyber risks will be 
firmly accounted for in Munich Re’s 
underwriting business, Hasse said 
that the reinsurer has already added 
exclusions for systemic risks such as 
cyber war to its policy wordings and terms 
and conditions.

She noted that Munich Re has also 
contributed to the rewording of the four 
new Lloyd’s Market Association standard 
clauses that were released in November 
last year, which are currently being 
adjusted for the local European markets.

“Systemic risks like critical 
infrastructure or war cannot be insured, 
and currently war exclusions are being 
discussed,” Hasse said. “It’s really 
important to understand that war is 
excluded already in our wordings and the 
goal of the current discussion is to make 
this exclusion more reflective of particular 
cyber warfare circumstances.”
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Munich Re targets European cyber growth 
but warns pricing must match risk

with a hardening market across all lines 
of business – not just property,” she said.

“And similarly to last year, renewals will 
run late with some business leveraged 
to achieve optimal outcomes,” Haugh 
added.

Axis Re announced its exit from cat 
reinsurance earlier this year, one of a 
number of strategic decisions by carriers 
that is compounding the 2023 supply-
demand imbalance. 

Jean-Jacques Henchoz, CEO of 
Hannover Re, said he expected 2023 
demand to be “very strong”.

He called on carriers to work with 
cedants to ensure the best outcome at 
the renewals.

“This is not a contest between primary 
insurers and their reinsurers,” Henchoz 
said.

“We have a duty to make sure that 
the terms and conditions of work for 
both sides – it’s a two-way street and 
we’re talking about decades’ worth of 
relationships,” he continued.

Thierry Derez, chairman of the board 
of PartnerRe and Covéa CEO, said 
that despite the current turmoil the 
reinsurance industry is well positioned 
to deal with the challenges presented, 
saying “it is our job” to find solutions. 

Derez said it was the responsibility 
of the industry “to stop complaining” 
and take the lead in creating solutions, 

warning that it was in (re)insurers’ 
interests to do so as solutions will 
emerge “with or without us”.

“From a financial viewpoint, the rising 
interest rates create buffers in the long 
run,” Derez said.

“From a technical viewpoint, the 
material to be insured is growing and 
from a social viewpoint, there is appetite 
for protection,” he continued.

The Insurer comment
European cedants are being warned to 
expect a rethink on treaty structures 
which will see reinsurers push for higher 
attachment points, more risk sharing and 
possibly exclusions…

Continued from page 1
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With just over two months left of trading in the year, 
shares in Munich Re and Hannover Re have significantly 

outperformed all major European indices, in stark contrast 
to Scor’s shares which have almost halved in value.

Shares in German reinsurer Munich Re were trading 
down 3.4 percent since the start of the year as of 
Wednesday 19 October, a decline that was almost 
six times smaller than the fall recorded by the Stoxx 
Europe 600 index over the same period. 

Hannover Re’s shares have also outperformed in the 
year to date, with a 6.6 percent fall compared to an 18.5 
percent decline for the Stoxx Europe 600 index and an 
11.0 percent reduction for the European benchmark’s 
insurance index.

Of the 206 trading 
sessions in the year to 
19 October, daily price 
returns for Munich 
Re and Hannover Re 
have been positive on 
105 and 111 occasions 
respectively, 
compared to 102 
times for the Stoxx 
Europe 600 Insurance 
index.

After a mildly 
positive start, 2022 
has turned out to be a 
rollercoaster ride for 
equity investors.

Covid-driven supply 
chain disruptions 
in China, soaring 
global interest rates, 
a resurgence of 
price inflation in the 
developed world and 
the war in Ukraine 
have all combined to produce the worst year for stocks 
– and bonds – since the late 1960s.

The global MSCI World Index is down 24.5 percent in 
the year to date while across the Atlantic the S&P 500 
benchmark is down 22.5 percent.

European equity markets have suffered significantly, 
with the German DAX index and the French CAC down 
19.8 percent and 15.6 percent respectively.

The 17.6 percent year-to-date decline in Swiss Re’s 
shares sits somewhere in the middle of that range, 

placing the reinsurance giant’s stock among those that 
have followed average market movements.

In reality, Swiss Re’s shares have trailed those of its 
peers Munich Re and Hannover Re for most of the year, 
up until mid-September.

But since Hurricane Ian tracked toward Florida – and 
after making landfall on 28 September – the gap in the 
share price performance of the Zurich-based company 
and its German peers has somewhat widened.

On 18 October, Swiss Re declared it would no longer 
meet its 2022 profit expectations after estimating a 
$1.3bn net Hurricane Ian loss in the third quarter.

While the other European reinsurance giants are yet 
to publish their 
loss estimates 
for the Category 
4 storm, they are 
likely to reveal a 
similar impact.

Investment 
bank KBW has 
estimated 
Munich Re will 
likely incur 
losses of around 
€2bn ($1.9bn) 
from Hurricane 
Ian, meaning it 
only has a slim 
probability of 
meeting its full-
year profit target 
of €3.3bn. 

However, 
shares in Munich 
Re – as well as 
Hannover Re – 
have held up 
better than those 

of their Swiss competitor since the onset of Hurricane 
Ian, to the point that their returns have even “crossed 
the line” to surpass the Stoxx Europe 600 Insurance 
benchmark.

The support provided by a positive pricing outlook 
in the upcoming renewal season may be a partial 
explanation for the better relative performance, with 
Munich Re management board member Thomas Blunck 
recently stressing that both pricing terms and conditions 
at 1.1 will have to reflect the increased risk environment.

Mixed fortunes for European reinsurance 
stocks amid 2022 financial turbulence
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European (re)insurers' YTD share price performance
Beazley plc

Zurich Insurance

Hiscox Ltd

Munich Re

Axa SA

Hannover Re

Lancashire Holdings

Mapfre SA

STOXX Europe 600 Insurance

Talanx AG

CAC

Allianz SE

Swiss Re

STOXX Europe 600

DAX

Assicurazioni Generali SpA

MSCI World Index

Scor SE

28.7%

4.0%

3.4%

−3.4%

−6.5%

−6.6%

−8.8%

−9.1%

−11.0%

−13.9%

−15.6%

−17.0%

−17.6%

−18.5%

−19.8%

−21.3%

−24.5%

−48.8%

Note: As of close of Wednesday 19 October
Source: The Insurer based on S&P Capital IQ Pro
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Meanwhile, the managing director of Hannover Re’s 
North America division Axel Freiboth has told this 
publication that the strong market hardening momentum 
being seen in property cat will gradually build in casualty 
lines too.

Scor in a downtrend
Scor has been the 
undeniable outlier 
within the cohort of 
European reinsurers 
this year.

As of market close on 
Wednesday 19 October, 
shares in the French 
reinsurer were trading 
at €16.30 apiece, down 
48.8 percent since the 
start of the year.

Hurricane Ian was 
to blame for the 
stock’s latest dip but 
the shares have been 
in a marked decline 
since peaking in early 
February, driven by profitability woes. 

The reinsurer reported a large miss against consensus 
when it announced results in July, with an overall net loss 
of €239mn in the first half of 2022. 

The P&C reinsurance division reported an underwriting 
loss of €111mn, 
which resulted in 
a combined ratio 
of 107.7 percent, 
mainly as a result 
of higher natural 
catastrophes 
and large claims 
related to the 
Brazilian drought 
which added 10.5 
percentage points.

Scor’s P&C 
underwriting result 
was also hit by 
claims related to 
the Russia-Ukraine 
conflict and losses 
related to past 
casualty cases in 
the US. 

On 13 October, rating agency Moody’s changed the 
outlook on Scor’s Aa3 financial strength rating to negative 
from stable, citing weak profitability, thus joining the 
three other major agencies in having negative outlooks 
on the French reinsurer.

Broadening the lens in Europe
Share price performance of global (re)insurers in 
Europe has also varied in the year to date.

Italian insurer Generali sits at the bottom of the 
table with a 21.3 percent fall since the start of 2022, 
despite posting solid results for the first half of the 

year.
Meanwhile, 

German group 
Allianz and Hannover 
Re’s parent Talanx 
were both in the 
middle, recording 
falls of 17 percent 
and 13.9 percent, 
respectively.

The rest of the 
European global 
(re)insurers 
outperformed the 
market, beating 
all regional equity 
benchmarks 
including the 
insurance 

benchmark of the Stoxx Europe 600 index. Stocks for 
Zurich and Hiscox even managed to remain in the 
black in the year to date, recording rises of 4.0 percent 
and 3.4 percent, respectively. 

But the ultimate winner was Beazley, whose shares 
soared by 28.7 
percent.

H1 results for 
the London-listed 
carrier came 
in materially 
ahead of analyst 
consensus, placing 
the stock on an 
upward trend. The 
group recorded a 
combined ratio of 
87 percent for the 
first half of 2022 – 
an improvement 
of 7 points on 
H1 2021 and the 
strongest half-year 
combined ratio 
since 2015.

KBW has also 
noted that short asset and liability durations of 
Lloyd’s companies – such as Beazley, Hiscox and 
Lancashire – mean lower relative risk from inflationary 
pressures as well as faster investment portfolio roll-
over into higher yields.
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Cyber risk is evolving at an explosive rate, creating one of 
the most dynamic perils in the industry. In turn,  

(re)insurers are now presented with a breadth of 
opportunities, challenges and threats.

How we got here
As the economy continues to digitise, the door to 
the possibility of ransomware attacks opens further, 
emboldening existing threat-actor groups and 
attracting new ones. The strong uptick in ransomware 
attacks from 2019 onwards resulted in a surge in 
product demand. Meanwhile, the threat landscape has 
shifted from the monetisation of private information 
to ransom demands and the disruption of critical 
infrastructure. Concurrently, penalties for non-
compliance of privacy regulations are becoming more 
costly. 

Where are we now
Guy Carpenter estimates 2021 year-end cyber/blended 
(errors and omissions cyber) premium at $10bn 
globally, with an expectation that it will reach $20bn 
by 2025. Cyber risk provides new avenues for insurers 
looking to explore alternative growth strategies, and 
this has led to a significant influx of new market 
entrants.

A maturing market
The industry has acknowledged the need for increased 
sophistication in underwriting practices. This includes 
a heightened technical acumen and controls-based 
approach, as well as reducing limit profiles to help 
manage overall exposures, and year-round policyholder 
engagements.

Pricing strategies have also shifted, with Marsh US 
reporting a full-year 2021 rate increase of 79.2 percent. 
Pricing in the international cyber insurance market has 
also continued to be challenging. The UK cyber rate of 
increase reached 68 percent in the second quarter of 
2022, significantly moderated compared to 102 percent 

in the first quarter of 2022, while Continental Europe 
cyber insurance pricing spiked by 50 percent compared 
to 80 percent for the same period.

Reinsurance perspective
Over the last seven years, the cyber insurance market 
has averaged 30 percent year-on-year growth, with 
approximately 40 percent of the premium flowing 
to reinsurers. This increased demand has led to a 
heightened reliance on existing cyber reinsurance 
writers and created the need for new capacity, which 
is driving interest in alternative sources of capital. This 
dynamic also intensified the use of cyber analytics in 
reinsurance structure design, as well as igniting the 
need for alternative risk transfer methods such as 
cyber industry loss warranties, catastrophe bonds and 
event covers.
There are a number of actions cedants can take to 
secure capacity in this competitive environment:
• Invest in underwriting technology and cybersecurity 

offerings;
• Develop a risk tolerance strategy that is in line with 

changing loss vectors;
• Implement clear strategies with conviction in data, 

market landscape forecasts and underwriting 
acumen; 

• Optimise available capital by partnering with a 
specialised cyber reinsurance broker.

 
Where Guy Carpenter can take you
Guy Carpenter’s global cyber practice provides our 
clients with industry-leading cyber risk insights, peer 
benchmarking and superior reinsurance execution. By 
leveraging our development and implementation of 
unique proprietary tools, a cross-functional analytics 
team embedded within the broader Marsh McLennan 
organisation and our dedicated global cyber broking 
team, we are able to balance structural innovation 
with minimised basis risk. This supports our clients in 
growing their profitability in this emerging risk arena.

Cyber risk evolution

Anthony 
Cordonnier, 
Global co-
head of cyber, 
London, Guy 
Carpenter
Erica Davis, 
global co-
head of cyber, 
New York, Guy 
Carpenter

Guy Carpenter’s Anthony Cordonnier and Erica Davis examine the rapid evolution of the cyber market
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Broker Aon has told clients to “prepare for alternatives” 
at the upcoming 1 January renewals as it takes steps to 

address any capacity shortfalls that may emerge for the 
Europe, Middle East and Africa (EMEA) region.

Tomas Novotny, co-CEO for EMEA at Aon’s 
Reinsurance Solutions unit, acknowledged that the 
biggest challenges may occur at the bottom end of 
programs and for aggregate cover. 

“Our number one aim is to make sure we are always 
able to arrange alternatives,” he said. 

“In the past, Aon has developed regional or global 
solutions for our clients where a certain scope of the 
Aon portfolio is written on an automatic basis.

“This has proved successful both for buyers, who can 
access capacity, and providers, who can 
access a well-diversified portfolio that 
would in many cases otherwise not be 
easily accessible.

“It is something we intend to augment 
going forward, as it can help to address 
potential capacity shortages in specific 
areas and regions, and ultimately build 
business resilience.”

Alfonso Valera, who serves alongside 
Novotny as co-CEO for the region, said there was 
also potential for catastrophe bonds to play a more 
significant role in the European market.

“There is still investor appetite for cat bonds globally, 
and issuance so far in 2022 is approaching a record 
high,” he said. “However, cat bond issuance historically 
has not been a strong feature of the European market – 
it has been very US-focused.

“Given the tightening of capacity for the upcoming 
renewals we will talk to clients about all available 
solutions, and we see cat bonds potentially playing a 
more significant role in helping to make risk transfer 
more efficient. This would also allow investors in these 

bonds to diversify their exposures away from the US.”
Ageas Re, which launched ahead of this year’s 

Rendez-Vous in Monte Carlo, has been the only notable 
newcomer in terms of European reinsurance capacity. 

While both Novotny and Valera believe there is 
capacity in EMEA that can step in – if the price is right 
– both agree that the purchase of cat limit will rise in 
2023 on the back of inflationary pressures. 

“The discussion will be more around pricing and 
structure than capacity not being there,” Valera said.

Loss activity
While losses in the region are not on the scale of those 
experienced in Florida following Hurricane Ian, EMEA 

has seen another significant loss year 
with February windstorms, May/June’s 
French hailstorms as well as flooding in 
South Africa.

“As has been the case with many 
other recent events, and something that 
reinsurers find challenging, is that the 
losses have largely been from secondary 
perils,” Valera said.

This followed large losses in 2021 from 
Storm Berndt and subsequent flooding, which caused 
billions of dollars of insured losses in Germany.

“We are there to help our clients navigate this 
volatility,” Valera said. “They do need to be prepared 
for a more difficult renewal than before. Data is key – it 
is important our clients have the right information to 
hand in response to questions around inflation.”

“The key thing is to be prepared for alternatives,” 
Novotny added. “It is likely that the cat tower won’t 
be able to be placed in exactly the same way as it was 
in previous years – our message is that we will assist 
our clients to explore other options in order to secure 
optimal reinsurance protection going forward.”

Aon tells clients 
to “prepare for 
alternatives” as it 
explores 1.1 capacity 
solutions

The discussion will be more 
around pricing and structure 
than capacity not being there
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2017 was the worst 
year ever. For insured 

catastrophe losses, anyway. 
Although the record may 
soon be broken, that year 
saw the largest insured 
catastrophe losses on record, 
costing insurance companies 
and state funds upwards 
of $160bn in inflation-
adjusted terms. Yet capacity 
in 2017 remained relatively 
buoyant when compared 
with today, ‘trapped’ capital 
notwithstanding. Until this 
year, dedicated reinsurance 
capital had increased every 
year since the 2008-09 
financial crisis – including in 
2017.

The stars had aligned 
to create stronger sector 
balance sheets every year 
during the post-financial crisis period. For one thing, 
major catastrophe losses were more manageable 
than had been anticipated. Yes, there are strong 
counter-examples, like 
Superstorm Sandy and 
Tohoku Fukushima, but 
in the decade leading 
up to 2017, reinsurer 
cat loss loads were 
lower than expected, 
on average. There 
were no landfalling 
hurricanes in Florida for 
11 years, for example. 
The P&C reserving 
cycle, the source of 
so much pain in the 
early 2000s, appeared 

to have calmed down 
almost permanently. There 
was some strengthening 
from calendar year 2016, 
but this was extremely 
shallow compared to 
the liability crisis over a 
decade earlier. Finally, 
and most overlooked, the 
bond market was on a tear. 
With quantitative easing 
at the short end of the 
yield curve and ‘the great 
moderation’ continuing at 
the long end, high-grade 
fixed income securities – 
the main investment of 
most P&C reinsurers – rose 
rapidly in value, bolstering 
capital positions.

All of this led to excess 
capacity and moderating 
reinsurance pricing. 

Even as the cycle began to change from 2017-2021 – 
the result of the confluence of major global events 
including mounting climate-induced natural disasters, 

Covid disruption and early 
signs of inflation – we saw 
little initial reinsurance 
capacity contraction. As 
is evident in the figure 
below, the primary market 
started pricing in events 
almost immediately, while 
the reinsurance market 
remained relatively 
lacklustre – until now.

So what changed? Why 
has the reinsurance cycle 
suddenly reasserted 
itself with higher pricing, 

How asset-side losses are 
hardening the reinsurance market
As recently as last year, some were still arguing reinsurance 
pricing cycles had permanently moderated. But today we’re in 
the hardest market since 2005. David Flandro explains how it’s 
happened – and a key factor too few are talking about
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falling capacity and tighter terms and conditions? And 
crucially, what’s coming next?

The asset side
An increasingly obvious 
factor influencing this 
relatively sudden shift 
in pricing – the straw 
breaking the camel’s back 
– is the asset side of (re)
insurers’ balance sheets. 
Assets – again, primarily 
bonds – have been hit 
particularly hard by this 
year’s rapidly changing 
inflation expectations and 
subsequent interest rate 
hikes:

In fact, for the first 
time since the early 1980s, 
bonds and shares have 
fallen in tandem, as the 
market has lost faith 
in consensus inflation 
forecasts (chart below) 
and abruptly switched to 
higher forward interest 
rate assumptions early in 
the year. This has directly 
impaired reinsurers’ 
balance sheets – and it’s 
still happening.

The bond market 
drop led dedicated 
reinsurance capital to 
fall decisively in the first 
half, a development which 
coincided with 25 percent 
increases in property 
catastrophe reinsurance 
rates on line at 1 June. This 

tectonic shift means that the sector cannot count on 
the capital cushions that have been so persistent over 
the last decade. Yes, the alchemy of asset-liability 
matching means higher yields on today’s securities 

can offset future reserve 
inflation (i.e. ‘increasing 
the discount rate’), leaving 
SFCRs and BCARs relatively 
intact. While these are 
theoretically defensible 
calculations on paper, 
investments are impaired 
now. As the sector enters 
the next renewal cycle, 
on the back of Hurricane 
Ian, with diminished 
invested assets, solvency 
and especially liquidity, 
previous outliers will now 
be even more vulnerable.

Looking to the future
At this point we can 
safely say that the cycle 
is not dead. Reinsurance 
sector pricing is catching 
up with the primary 
market and entering 
the hardest market in at 
least a decade, with no 
sign of easing yet. In A 
Tipping Point, our latest 
report, we discuss other 
factors contributing to 
this hardening market, 
and how Howden Tiger’s 
innovative, innovative 
approach to reinsurance 
broking can help clients 
navigate both sides of the 
balance sheet.
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It is imperative the reinsurance industry 
“captures inflation properly” ahead of the 

1 January renewals so that clients do not face 
the risk of being underinsured, Swiss Re’s 
Nikhil da Victoria Lobo has warned.

Ahead of the Baden-Baden Reinsurance 
Meeting 2022, Swiss Re’s head of Western 
and Southern Europe cited inflation, cat 
capacity and contract clarity as three of 
the main talking points in the run-up to 1 
January.

He warned of the risk of underinsurance 
as a consequence of miscalculating the 
effects of rising inflation.

“If we don’t capture inflation properly 
at this renewal, basically the people we’re 
short-changing are the end policyholder, 
because when things go badly – and 
insurance and reinsurance need to 
pay – if we haven’t captured inflation 
in our projections we run the risk of 
underinsuring them,” da Victoria Lobo 
said.

To further emphasise this position on 
inflation, da Victoria Lobo referenced the 
losses pounding the industry as a result 
of the increase in frequency and severity 
of natural catastrophes, especially from 
secondary perils.

The term secondary perils is a 
“misnomer” according to da Victoria 
Lobo, as such events have recently been 
driving billions of dollars of losses for the 
industry.

“Knowing that these losses will come 
from these events, we have to get the 
figures right in the assessments and so we 
need to make sure we build inflation into 
our projections,” he noted.

As one of the main loss drivers for the 
(re)insurance industry, secondary perils 
have prompted some players to retrench 
from cat business, and other lines, in a bid 
to reduce exposures.

These diverging appetites have 
prompted concerns over cat capacity 
at 1 January. For da Victoria Lobo, it is 
important for the industry to understand 
how to provide the solutions that its 

clients need.
“It’s really key as we deal with these 

secondary perils that we get the right 
structure and balance between what is 
retained with the insurance companies, 
with the policyholders, and what is 
transferred to the reinsurers, particularly 
on topics like retention and price,” he 
noted.

In addition, the industry’s ability to 
service its clients also hinges on contract 
clarity, as further granularity would help it 
solve problems more methodically.

“Unless we have clarity as an industry 
on these key topics, when these events 
[secondary perils] happen with more 
frequency we’re not going to be able to 
react the way we need to,” da Victoria 
Lobo warned.

A tough stance on carbon
The frequency and severity of natural 
catastrophes has been connected to the 
effects of climate change, which in turn 
has prompted companies to make efforts 
to incorporate ESG guidelines into their 
operations.

The (re)insurance industry has a 
central role to play in advising on and 
incentivising the journey towards net 
zero. Underwriters, for instance, can 
embed ESG factors and ratings into 
their underwriting strategies to make 
decisions that will ultimately drive better 
ESG-related behaviour.

Reinsurance industry players have taken 
different approaches to underwriting 

carbon-intensive companies, and these 
strategies can help drive the efficiency of 
ESG targets.

Da Victoria Lobo underscored Swiss Re’s 
position as one of the prominent players 
in the industry driving the journey towards 
net zero.

He referenced the work that Swiss Re 
has been doing as a member of the Net-
Zero Insurance Alliance, an initiative that 
has been spearheading important but not 
widely known workstreams.

As an example, da Victoria Lobo 
referred to the work around carbon-based 
accounting, which looks to monitor and 
match how underwriters are accounting 
carbon in their portfolios.

“It’s probably one of the most 
fundamental things going on to drive 
this transition in the global economy,” he 
concluded.

“We as a company will phase out – and 
we’ve talked about this publicly – phase 
out reinsurance for thermal coal in the 
OECD by 2030, and in all other markets, 
the rest of the world, by 2040,” he said. 

Watch this nine-minute interview with da 
Victoria Lobo for more insights on:
• The topics dominating conversations 

ahead of the 1.1 renewals
•  How the (re)insurance industry can 

help mitigate climate risk
• How Swiss Re is adapting to increasing 

cat-related losses
• Where the industry is making strides 

beyond the E in ESG
• The role of government and the private 

sector in public-private partnerships

Swiss Re’s da Victoria Lobo: Misunderstanding inflation will 
“short-change policyholders” towards underinsurance
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F ollowing yesterday’s article on the causes of inflation, 
today I examine the impact of rising inflation on the  

(re)insurance market, which comes at a difficult moment for 
the industry.

Post-Covid, the industry is in a hard market, whereby 
competition is severely reduced due to the withdrawal 
of many insurers, forcing premiums up and leading to 
stricter underwriting criteria for assessing risk. 

A prime example of this is in the space and cyber 
sectors, which have seen both a reduction in capacity 
and a rise in stricter underwriting questionnaires 
for potential policyholders. This environment is not 
particularly welcoming for policyholders, as they 
will struggle to gain substantial levels of cover at a 
reasonable price. 

Coupled with the fears of looming inflation is 
another issue that is a direct consequence of this: 
underinsurance. With prices rising across the board, 
many policyholders may simply not renew or opt for 
insurance coverage, which is worrying many insurers 
with the renewal season upon us.  

With the economic landscape looking uncertain, it 
is expected that rates will have to rise at a time when 
many (re)insurers and brokers will be entering into 
renewals. 

Policyholders in some segments, such as property, 
are seeing insurance premiums increase by 10-12 
percent as a result of index-linking, as the premium 
rate is tied to the rate of inflation.  

Furthermore, when you add into the mix current 
hard market conditions, these index rises will be 
accompanied by further rate increases. So, given the 
lack of capacity in certain classes of business, many 

policyholders will have little choice but to accept the 
higher rate or self-finance their risks. 

 
Rising costs
Increased costs for items such as raw materials have 
led many to remark that inflation is creating an 
insurance gap, as a property’s original insured value 
could be less than the actual value required in the 
event of a claim. 

For example, based on a 25 percent rise in rebuilding 
costs, if a property were insured for, say, £1mn and 
required rebuilding entirely, this would now cost 
£1.25mn, meaning that policyholders must either 
finance the £250,000 difference or pay for more 
coverage.

 
Fears of underinsurance
With prices expected to continue rising, many firms 
may simply believe that insurance is a luxury and are 
prepared to take a view – a potentially disastrous one 
at that – that they need to curb upfront costs. 

However, it is not just sectors such as property that 
are potentially becoming underinsured. 

In August of this year, broker Lockton said in a 
report that firms in the hospitality sector must closely 
examine building reinstatement values to avoid being 
underinsured. The report warned that firms in the 
sector are at risk if current insured values are not 
adjusted appropriately to account for the sharp rise in 
inflation. 

In my final article, I will outline how by working 
together corporates and (re)insurers can successfully 
navigate a path through this difficult time.

How high inflation is impacting 
the (re)insurance market

Suki Basi, 
managing 
director at 
Russell Group

Russell Group managing director Suki Basi explores the 
impact of rising inflation on the (re)insurance market
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Logic suggests by increasing the volume of data you 
increase the potential to make better decisions. 

However, rather than data volume, it is how data is used, 
assessed and analysed that leads to better insights. Get this 
wrong and it has the potential to cause problems.

At RMS, we see insurers that use a 
separate data and analytics system for 
each decision-making centre – from 
underwriting, exposure management 
and risk analytics to cat modelling and 
actuarial. And typically, these systems 
are built by their in-house teams, or 
have various vendors playing a role, with 
each system creating and storing its own 
version of data. Then, with every update, 
each system creates a distinct version of 
data that other systems can’t access.

Data inconsistency issues are 
certainly not specific to insurers or risk 
analytics. From geocoding accuracy inconsistencies 
that demolish the wrong building or simple spelling 
mistakes that cause loss of life, there are many 
examples of how data quality widely impacts critical 
outcomes.

So, imagine it’s September 2021, and Category 4 
Hurricane Ida is unfolding. The clock is ticking as your 
teams try to understand losses from the event. As the 
event unfolds:
• Teams try to set underwriting moratoriums.
• Analysts scramble to use the latest event tracks and 

shapefiles to understand potential losses against 
portfolios in various business lines.

• Claims teams try to figure out how to deploy loss 
adjusters.

Your CEO must report to investors and the board 
on the losses to shareholders, but the cat modelling 
and exposure management systems report different 

loss expectations. These systems have copies of the 
same portfolios but from different times and separate 
systems. And with multiple edits across various 
systems, they contain different exposures and policies 
– which can cause significant information drift.

 Meanwhile, the hurricane changes 
direction from the initial tracks and as it 
gets closer, the pressure for accuracy is 
building. But sadly, the data struggles to 
deliver insights.

We can do better
Data inconsistency issues can quickly 
snowball into bigger problems. These 
range from missed opportunities and lost 
revenue to reputational risk and costly 
financial mistakes. An IBM study refers to 
data quality issues as a $3trn problem in 
the US alone. We can surely do better!

The RMS Intelligent Risk Platform (IRP) resolves 
issues arising from siloed risk systems as all teams 
have access to a unified data store and a shared copy 
of your data: your portfolio, account information, 
policies, treaties and more. 

Import a snapshot of new accounts into the RMS Risk 
Modeler modelling application on the IRP, and the data 
is immediately available to both the RMS ExposureIQ 
and RMS UnderwriteIQ applications.

With a shared data model all applications speak 
the same language. The power of this platform 
comes alive even more when in-house and third-
party applications also use it to store portfolios and 
accounts of exposures, policies and treaties. Tackling 
data inconsistency, using a unified data platform with 
applications that share the same data, will increase 
the speed, accuracy and flexibility around data 
analytics when you need it most.

Stopping data issues  
snowballing into bigger problems

Data inconsistency issues can 
quickly snowball into bigger 
problems. These range from 

missed opportunities and lost 
revenue to reputational risk 
and costly financial mistakes

Cihan 
Biyikoglu, 
Executive Vice 
President, 
RMS

RMS’ Cihan Biyikoglu highlights the importance of using data in the right way
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new territories, new sectors and new classes  
of business – we are embracing change. 

Together we can build a more resilient future.
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reputation over the 
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flexibility. It’s why our 
business has grown  
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The competitiveness of the European non-life legacy sector 
means it is “still a seller’s market” despite increasing 

inflationary pressures across the continent, according to 
Jens Ziser, managing director of Black Forest ReInsurance 
Consulting (BFRC).

Speaking to The Insurer ahead of the Baden-Baden 
Reinsurance Meeting, Ziser said recent inflation spikes 
have caused pricing challenges for some legacy 
books, particularly long-term books that must build in 
considerable assumptions around how portfolios will 
develop over the next 10 to 30 years.

“It’s still a seller’s market, because there 
are more players out there than there were 
approximately 10 years ago,” Ziser said. 

However, in some cases he said cedants 
have been unable to sell certain portfolios 
as the market hones its risk appetite amid 
inflation concerns.

“There are still markets out there who 
would like to buy, but there are also 
accounts on the trading table that don’t get 
traded because of changing risk appetite 
from various players,” Ziser said.

In terms of deal size, Ziser noted the 
majority of transactions are small to 
medium-sized deals, usually between 
€20mn and €100mn, with occasional large deals in excess 
of €100mn.

Legacy portfolio inflation
Ziser said current macroeconomic conditions were 
impacting legacy portfolios, including 

so-called “greener books” from the soft market cycle 
between 2013 and 2018.

During periods of relatively low inflation, the majority 
of firms use the consumer price index (CPI) or wage index 
as the key measures, Ziser explained.

“However, inflationary impacts to legacy portfolios 
are very specific, so one cannot assume that normal 
standard inflation like the CPI or wage index applies. 
You have to take into account specific aspects like 
social inflation and inflation from the particular line of 
business,” he said.

Legacy portfolio inflation is therefore often well above 
the normal CPI or wage index, he said.

In addition, different types of claims, such as those 
relating to motor, bodily injury or construction, can show 
distinctive inflationary impacts, Ziser explained.

For example, a medmal claim may require certain 
medical equipment that has now become more 

Legacy remains seller’s market 
despite inflationary challenges
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challenging to obtain owing to disrupted supply chains, 
while a motor claim may involve spare parts that are 
impacted by higher vehicle manufacturing costs.

Ziser said: “This makes it different compared to a 
few years ago, when inflation was at a more constant 
level. Now, pricing needs to get adjusted to address the 
specific short- and long-term inflation expectation of a 
portfolio. Thus prudent assumptions of future inflation 
are key in order to price adequately and profitably.”

He added that the impacts of inflation can also 
provide an opportunity for clients to remove uncertainty 

from their books and sell these portfolios.
“It’s good for both sides – it’s good for 

the buyers because there’s an opportunity 
to transact and make money. On the other 
hand, it’s good for the sellers as a revenue 
opportunity to bring this risk off their 
balance sheet.

“It’s an interesting market, but this time 
in the market firms are assessing portfolios, 
rather than trading them. Early next year, 
there will be better insight into how 
inflation impacts balance sheets and legacy 
portfolios, therefore I would expect to see 
more legacy projects and discussions.”

Demographic changes widen the knowledge gap
Another significant issue facing the legacy market is 
demographic change, which has led to difficulties in 
finding talented and experienced employees that can 
deal with complex legacy issues.

The demographic change issue mainly refers to 
generational turnover as many senior figures across the 
legacy market approach retirement simultaneously, as 
well as a shortage of young professionals entering the 
industry.

Ziser highlighted that this talent issue is beyond 
the normal cycle of comings and goings within an 
industry because it pertains to the experience of the 
ageing population. And this is particularly important 
for the legacy industry, which requires experience and 
knowledge on both the buy and sell side of the market in 
order to understand how an exposure was underwritten 
at the time. “We see by the amount of discussions we’re 
having with corporations that due to the demographic 
change it is getting increasingly difficult to get young 
and experienced talents on board. Here BFRC provides 
its consulting services to bridge the gap and support in 
legacy advisory before an exit solution takes place or is 
even considered,” Ziser said.

There are still markets out 
there who would like to buy, 
but there are also accounts 

on the trading table that 
don’t get traded because of 
changing risk appetite from 

various players
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The reinsurance industry is changing, and rapidly. Emerging 
perils, such as intellectual property (IP) coverage and 

cyber, have pushed the market out of its traditional comfort 
zone and will continue to push it further. 

For new exposures across the industries we serve, 
be it cross-class threats such as climate change and 
cyber or specific perils coverage, we need to shift our 
approach and fundamentally change the mindset of the 
industry. Simply put, the industry needs to ‘get out of 
its own way’.

Broadening the talent pool
For risk carriers to grow, they need to stay relevant, 
work with broker partners and match their offering 
with demand from the broader economy. We need to 
offer products for new exposures that boards and chief 
risk officers are grappling with. A sign of this shift in 
approach is the growing (and still insufficient) pool of 
external talent that (re)insurers are engaging to identify, 
quantify and therefore ultimately price risk adequately.

Emerging perils present carriers with challenges: how 
to quantify exposures on intangible assets such as IP, or 
how to manage enterprise risk where no model exists. 
Unlike, say, traditional property treaty, IP underwriters 
have engaged with experts from both the wider 
industry and the legal sector to assess the value of the 
assets, to identify exposures and to build familiarity 
and understanding of the risk. But it is the market’s 
experience with cyber that has prompted the most 
significant and lasting change.

The early cyber market
In the early phases, cyber underwriters struggled to 
build confidence in the risk and therefore to attract 
sufficient capital to build a sustainable marketplace.

Traditional perils such as wind or quake have 
decades, if not centuries, of loss data, with dynamic 
and respected models that help build insurers’ and 
investors’ confidence in these risks. With the impact of 
potential losses relatively well understood, insurance 
structures can be transparently and adequately priced. 
However, even this is changing. Climate change has 
increased the quantum of unmodelled peril exposure 
and is shifting the severity, frequency and spread, with 

greater pace than models and pricing adjustments.
Cyber, on the other hand, lacked not only loss data 

and relevant models, but also expertise. Nevertheless, 
the sheer demand for cyber coverage meant multiple 
primary insurers were entering the market – but without 
the reinsurance capacity backing required to stabilise 
and capitalise the market at scale.

Maturing cyber cover
As primary cyber insurance grew, reinsurance and retro 
markets struggled to keep pace. The datapoints, limits 
and exclusions that come with more familiar perils were 
not there in early cyber contracts.

This is changing, though often through some painful 
experiences for carriers. Recent loss history has meant 
that wordings, clauses and portfolio management 
have improved significantly, enabling reinsurance and 
retro players to either grow their presence or enter the 
market.

The emergence of cyber hours clauses, for one, is 
a positive sign: it begins to put limits and caps on 
catastrophic risk. Working with our broker partners 
and the primary coverage providers, we have seen the 
emergence of a sustainable cyber market. There is still 
a long way to grow to reach a point of relevance that 
our customers demand.

External talent will be key to its long-term 
functioning: at Liberty, we identified the military as 
a potential source of expert knowledge about cyber 
perils, and our recruitment strategy has been to seek 
external knowledge outside the (re)insurance industry.

Lessons from cyber
It has taken a sustained effort and an influx of fresh 
talent from industries outside our own to build a more 
mature cyber market. But the opportunity was and is 
enormous, given the ever-increasing exposures.

Reinsurers and insurers need to stay relevant – cyber 
is one example where emerging threats that corporates 
face on a day-to-day basis require a (re)insurance 
response. As an industry, we should take the lessons 
learnt from underwriting cyber – they will be relevant to 
future emerging perils, to quote a classic, the “unknown 
unknowns” that lie ahead.

New perils, innovative responses: how cyber 
risk is teaching reinsurers to think differently

Peter Smith 
is executive 
vice president 
and managing 
director, 
London, at 
Liberty Mutual 
Reinsurance
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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.

It was a month packed full of exclusive news, 
interviews, insight and analysis on the reinsurance 
market as well as the return of our daily editions at the 
first in-person Monte Carlo Rendez-Vous since 2019. 

During the month we published several exclusive 
stories, including the news that reinsurance and climate 
risk entrepreneur Neil Eckert is aiming to bring back 
electronically traded hurricane products in time for the 
2023 wind season

We revealed Acrisure Re is planning to strategically 
align with six to eight carriers and MGAs in the critical 
cat arena from the Carolinas to Texas, as demonstrated 
by its launch of Cajun Underwriters Reciprocal Exchange.

We also brought the latest developments in former 
Everest Re reinsurance CEO John Doucette and Max Re 
founder Bob Cooney’s plans to launch a multi-strategy 

reinsurance vehicle. We reported that Doucette and 
Cooney were engaging in key fundraising meetings with 
potential high-net-worth investors for the launch of the 
vehicle, which has received a preliminary rating from AM 
Best.

Exclusive content also included news of three 
senior hires – Richard Vuurman, Theo Lutgendorff and 
Thomas Trompert – at expansive intermediary Howden 
RE. All three joined from Aon Reinsurance Solutions’ 
Netherlands unit and continued Howden RE’s European 
build-out.

Our September exclusives also included Gallagher 
Re’s plans to combine its existing capabilities into a 
dedicated global programs practice with plans to invest 
further in talent and technology to provide a one-stop 
shop for the MGA space, with an initial focus on the fast-
growing North American market.

We also presented a series of interviews with senior 
industry executives throughout #ReinsuranceMonth – 
more details on those tomorrow…
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