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Discussion Topics
1. Reinsurance Market Overview

- Macro Level Trends
- Property Reinsurance Market Update
- Casualty Reinsurance Market Update
- Group Captive Reinsurance Renewal Outcomes

2.  Capital Strategies for Captives 
- Traditional Reinsurance Solutions
- Retrospective Reinsurance Solutions 
- Structured Risk Example
- Corporate Usage of Insurance Linked Securities (ILS)



MACRO TRENDS



Macro-Economic Factors 

Drivers Of Confidence

Drivers of Uncertainty

• Ample deployable capital to support 
growth

• Vaccine rollouts and lifting of 
government restrictions

• Primary rate improvement

• Recovering economy

• Inflation outlook Interest rates
• End of government stimulus programs 

• Emerging risk of cyber

• Increased social inflation



Drivers of Uncertainty - Reinsurers’ 
Results have been Volatile Over Time
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Source: Company Reports, Guy Carpenter Market Intelligence. 
Note: These results relate to Global Reinsurance composite companies only

5-Year Weighted Average ROAE on a Declining Trend. The Weighted Average 1H 
2021 ROAE is 6.8%, compared to a 5-year Weighted Average at 2020 YE of 5.5%



Drivers of Uncertainty - Profitability 
Headwinds
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Note: These results relate to Global Reinsurance composite companies only

Low Investment Yields have remained a persistent headwind for global reinsurers 



Drivers of Confidence - Capital Levels 
Show Resiliency of the Industry
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Dedicated reinsurance sector capital continues to remain strong and stable



PROPERTY REINSURANCE 
MARKET UPDATE



Insured Catastrophe Losses 
(1970 - 2021)
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Large loss activity in first half of 2021 was predominantly driven by severe 
convective storms in the U.S. although IDA losses may push 2021 YTD 

losses over the historical yearly average

Source: Swiss Re, III, AIR, Company reports, Guy Carpenter



Property Catastrophe US Rate-On-Line 
Index (1990 – 2021)

US Property Cat ROL Index rose approximately 6% in 2021, though loss 
impacted layers experienced higher outcomes 

Source: Guy Carpenter
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Property Reinsurance Mid-Year 2021 
Renewal Rate Movements

New capacity coming from both start-ups and established reinsurers, with many of the 
latter seeking to reverse retrenching that occurred in 2020



CASUALTY REINSURANCE 
MARKET UPDATE



Casualty Reinsurance Mid-Year 2021 
Renewal Rate Movements

Increased loss severity in GL and Auto stemming from “social inflation” / litigation trends 
drove rates substantially higher for Excess Casualty and Clash contracts

0%-10% 10% 30% 40% 50%20%



Casualty Group Captive 2021 Renewal 
Rate Movements
GC’s Captive Team has finalized ~2 dozen casualty captive  renewals in 2021

Noticeable rate pressure driven by GL development and continued CAL severity 
trends

Workers’ compensation has supported overall program profitability

Retentions and primary/excess limits have been increasing

Overall, rates for these Casualty Captives have increased by 9.25%, consistent with 
general casualty reinsurance market rate changes 



CAPITAL STRATEGIES FOR CAPTIVES



Traditional Reinsurance Solutions

Property Facultative
• Excess Capacity 
• Carve out peak perils or critical cat to stablize results
• Buy-downs to protect net retentions 

2

1

3 Casualty Facultative 
• Excess Capacity 
• Buffer layers / ventilation in program
• Generally casualty facultative markets participate down low and capital deployed to fill 

holes in towers

Treaty Reinsurance
• Access to additional capital providers 
• Quota Share or Excess of Loss Arrangements 



Retrospective Reinsurance Solutions
Motivations Benefits

Release of Capital 

Provides more certainty of results

Facilitate exit from lines / classes of 
business 

Full legal transfer of risk 

Facilitates M&A Transactions

Opportunity cost of carrying reserves

Volatile financial / stock markets

Social and actual inflation

Desire to end exposure to LOB or 
underwriting year

Regulatory risk / changes



Retrospective Reinsurance 
Market Update

Excess Capital
Significant interest from private equity and other capital providers

Several new entrants – e.g. Marco, Fleming

Increased competition driving more attractive terms for buyers

Shifted Paradigm
Substantial interest from “run-of market” to entertain more traditional 
types of structures (eg: ADCs and/or LPTs) 

Increased Seller Motivation
Sellers are more motivated today to engage in a legacy transaction to 
manage market uncertainty and inflation risk 

Improving Market Reputation
No longer viewed as a market of last resort, but rather as a tool to 
adequately manage capital



Structured Reinsurance Example

Year 1 Annual 
Aggregate 

Deductible (AAD)
Year 2 AAD Year 3 AADProperty

Auto Liability 

General Liability

Product Liability

Term Aggregate 
Limit

<
Sum of AAL 

Covered LOBs Multi-Year Aggregate Excess of Loss

Features
• Attachment Point: Above mean expected loss
• Aggregate limit and aggregate deductible: determined 

based on Captive’s view of risk and against select KPI’s 
• Term Limit: Typically < Sum of Annual Aggregate Limit

Benefits
• P&L protection: Structure designed to protect P&L against 

high frequency of losses and severity 
• Upside participation: Excess Premium rebated to captive 

as profit commission
• Flexibility: Limits and deductibles can be altered based on 

evolving needs

Year 1 Annual 
Aggregate Limit 

(AAL)
Year 2 AAL Year 3 AAL



144A Catastrophe Bond 
Market Update

144A Cat Bond Risk Capital Issued and Outstanding(1)

Source: GC Securities Proprietary Database (144A catastrophe bonds issued as of 
October 29, 2021 excluding private transactions).

Broadening corporate interest – Ten issuances since the start of 2020 across seven 
distinct corporations



Suitability of ILS for Corporate Risk 
Transfer

Category Good Candidate In Special Circumstances No

Size >=$100m $75m - $100m <$75m
Executable Size $100m - $1,000m $75m - $200m N/A

Minimum Rate on Line 
(Net) >=3%

2% – 3% for extremely remote 
events

(> 1 in 250 year)
<2%

Transaction Expenses
ILS transactions also have transaction costs, which range from 0.35% per annum to 1.00% per 

annum dependent on deal size, complexity, and involvement of other stakeholders (i.e. 
transformer)

Risk Type Natural catastrophe
Other shock events (i.e. 

pandemic, terrorism) which can 
be modeled

Non-event risk

Trigger Type
Parametric, modeled loss, 
indemnity satisfying other 

criteria

Indemnity satisfying other 
criteria

Indemnity not satisfying other 
criteria

Exposure Type 
(for indemnity) Property Liability arising from event 

driven risk
Anything else

Claims Development Period 
(for indemnity) Less than 5 years 5-7 depending on “binary” 

nature of event risk
Greater than 7 years

Portfolio Type 
(for indemnity)

Large collection of small 
uniform risks

Concentration of large uniform
risks

Anything else



A business of Marsh McLennan



• Securities or investments, as applicable, are offered in the United States through GC Securities, a division of MMC Securities LLC (“MMCS”), a U.S. registered broker-dealer and member of the Financial 
Industry Regulatory Authority (“FINRA”), the National Futures Association (“NFA”) and the Securities Investor Protection Corporation (“SIPC”). Main Office: 1166 Avenue of the Americas, New York, NY 
10036. Phone: (212) 345-5000. Securities or investments, as applicable, are offered in the United Kingdom by GC Securities, a division of MMC Securities Limited (“MMCSL”), which is authorized and 
regulated by the Financial Conduct Authority, 12 Endeavour Square, London, E20 1JN. Securities or investments, as applicable, are offered in the European Economic Area by GC Securities, a division of 
MMC Securities (Ireland) Ltd. (“MMCSI”), which is authorized and regulated by the Central Bank of Ireland, reference number C447471. Main Office: 25-28 Adelaide Road, Dublin D02 RY98, Ireland. 
Reinsurance products are placed through qualified affiliates of Guy Carpenter & Company, LLC (“Guy Carpenter”). MMCS, MMCSL, MMCSI and Guy Carpenter are affiliates owned by Marsh McLennan. 
MMCS, MMCSL, MMCSI and Guy Carpenter are hereinafter referred to as “we” and “us”.

• This information was prepared by MMCS and/or Guy Carpenter & Company, LLC. (“Guy Carpenter” or ”GC”), the reinsurance brokerage arm of MMC.  All statistical tables, charts, graphs or other 
illustrations contained herein were prepared by MMCS or GC unless otherwise noted.  Results from simulations and projections are for illustrative purposes only and are based on certain assumptions. 
Therefore the recipient should not place undue reliance on these results.  Past performance does not guarantee future results.  

• Neither MMCS nor GC is a legal, tax or accounting adviser and makes no representation as to the accuracy or completeness of any data or information gathered or prepared by MMCS or GC hereunder. 
Your company should therefore consult with its own tax, accounting, legal or other advisers and make its own independent analysis and investigation of any transaction, as well as the financial and tax 
consequences thereof, the creditworthiness of the parties involved and all other matters relating to the transaction, prior to its own independent decision whether or not to enter into any agreements in 
connection with any transaction.

• This presentation does not constitute an offer to sell or any solicitation of any offer to buy or sell any security or instrument or to enter into any transaction on such indicative terms. An investment in 
insurance linked securities is speculative, involves a high degree of risk and should be considered only by institutional investors who can bear the economic risks of their investments and who can afford 
to sustain the loss of their investments.  Noteholders may lose all or a portion of their investment.  Institutional investors should thoroughly consider the information contained herein.

• This document is not intended to provide the sole basis for any evaluation by you of any transaction, security or instrument described herein and you agree that the merits or suitability of any such 
transaction, security or instrument to your particular situation will be independently determined by you including consideration of the legal, tax, accounting, regulatory financial and other related 
aspects thereof. Opinions and estimates constitute MMCS’s and/or GC’s judgment and are subject to change without notice. In particular, neither MMCS nor GC owes duty to you (except as required by 
the rules of the Securities and Exchange Commission, Financial Industry Regulatory Authority, Financial Services Authority, and/or any other regulatory body having proper jurisdiction) to exercise any 
judgment on your behalf as to the merits or suitability of any transaction, security or instrument. The information contained herein is provided to you on a strictly confidential basis and you agree that it 
may not be copied, reproduced or otherwise distributed by you (other than to your professional advisers) without our prior written consent. 

• This material provides general, educational and conceptual information about certain financial strategies, and does not discuss or refer to any specific securities or other financial product. This 
presentation is not intended as marketing, solicitation or offering any security or other financial product in any jurisdiction. This material is intended only for sponsors, financial intuitions and qualified 
investors.

• MMCS and/or GC may have an independent business relationship with any companies described herein.
• Trademarks and service marks are the property of their respective owners. 
• The source of information for any charts, graphs, or illustrations in this document is GC Securities Proprietary Database 2021, unless otherwise indicated.
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