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Everest Re reports $519.3m
in1H income and rebalances
portfolio toward excess-of-loss

Arch Capital’s first-half net
profits triple

A rch Capital more than
tripled its net income
over the first half of this
year, as the carrier

bounced back from underwriting
losses sustained during the corre-
sponding period in 2011.

The Bermudian insurer and
reinsurerpostedprofitsof$370.4m
for the first six months of the year,
up from $109.2m.

Its financials were boosted by a
strong showing over the second
quarter of the year, recording net
income of $212.6m, compared with
$90.1m a year earlier.

However, it was Arch’s
improved underwriting perform-
ance that was the major driving
force behind the six-month result,
as the carrier turned last year’s loss
of $64m, a consequence of heavy
catastrophe activity, into a
$160.9m profit.

Meanwhile, the combined ratio
improved from 105.1% to 88.6%.

Net investment income was
downyearonyearoversixmonths.
This totalled $147.9m compared
with $174.9m during 2011.

Arch said the decline primarily
reflected the effects of lower pre-

Bermudianboostedbystrongshowingduringsecondquarter,whenitmade
$212.6mof the$370.4mtotal, aswellasamuch-improvedunderwritingresult

Management changes at Arch
Chairman and chief executive of Arch
Worldwide Insurance, Mark Lyons, will
becomethenewchieffinancialofficer(CFO)
of Arch Capital in September, one of a
number of management changes to be
unveiledbythecompany,writesGregDobie.

The appointments come at the same time
as the Bermudian insurer and reinsurer
establishes an executive strategy commit-
tee to oversee what the carrier calls its oper-
ational expansion.

Lyons, who joined Arch 10 years ago, suc-
ceedsJohnHeleintherolesofexecutivevice-
president and CFO. Hele joined Arch Capital
fromDutchgroupINGthreeyearsago.

Meanwhile, David McElroy, who also
joined Arch Insurance three years ago as
president of its financial and professional

Greg Dobie
Managing editor

Graph: Arch Capital first-half financials, 2011 versus 2012 ($m)

Long-serving Everest Re chief
executive, Joseph Taranto, hailed
the reinsurer’s performance over
the first six months of this year
exceptional as the carrier swung
back into the black, posting
net income of $519.3m compared
with a loss of $184.6m in last year’s
first-half, writes Greg Dobie.

Taranto, who last week post-
poned his retirement for the sec-
ond time in two years, said the
carrier had recorded 10% growth
in book value per share over the
past six months, as the group deliv-
ered an underwriting gain of
$224m from a loss of $499m.

Catastrophe losses fell to $47.4m
from $747.5m. Meanwhile, the
group’s combined ratio improved
to 89% from 124.3% a year earlier.

“Strong market dynamics, cou-
pled with the strategic positioning
of our underwriting portfolio, has
provided significant margin
expansion as evidenced by our
underwriting results,” Taranto,
who will now remain in charge of
the company until the end of next
year, said.

“Add to this the investment
earningsgeneratedoffoursizeable
portfolio and we produced an
annualised operating return on
equity of 16%. These are all

strong metrics and point to the
strength of our franchise and our
operating strategy.”

Realised capital gains soared to
$82.1m from $7.3m. However,
the carrier’s net investment
income was actually down 10%
year on year over the six-month
period to $301.8m.

Meanwhile, second-quarter net
income came in at $214.6m com-
pared with $131.3m last year.

Gross written premiums were
$909m during this quarter, down
8%, primarily driven by the non-
renewal of a large Florida quota-
share reinsurance contract in the
quarter, which resulted in a port-
folio return of the unearned pre-
mium reserve.

Excluding the impact of this
transaction, Everest Re said gross
written premiums would have
been up 12%, adding its under-
writing portfolio continues to be
strategically rebalanced away
from quota-share business and
towards excess-of-loss business.

Over the six months of this year,
both gross written premiums and
premiums earned declined com-
pared with last year.

Gross written premiums totalled
$1.95bn ($2.05bn). Premiums
earned totalled $2.03bn ($2.05bn).

“Strong market
dynamics, coupled with
the strategic positioning
of our underwriting
portfolio, has provided
significant margin
expansion as evidenced
by our underwriting
results. Add to this the
investment earnings
generated off of our
sizeable portfolio and
we produced an
annualised operating
return on equity of 16%.
These are all strong
metrics and point to 
the strength of our
franchise and our
operating strategy” 

Joseph Taranto
Everest Re
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Everest Re, six-month comparables, 2011 v 2012

$519.3m
Net profit for the first
six months of this year,
compared with…

$184.6m
Net loss for the comparable
six-month period the
previous year

$224m
Underwriting profit
during the first half of
2012, versus…

$499m
Underwriting loss
recorded by Everest Re
in 2011, owing to…

$47.4m
Catastrophe losses
sustained by the reinsurer
during 1H 2012, against…

$747.5m
In catastrophe losses the
company suffered during
record-breaking 1H 2011

Reinsurance segment drives
Aspen improvement in
opening sixmonths

vailing interest rates available in
the market.

Overall, Arch’s gross written
premiums increased over both the
second quarter and the first half of
the year. It wrote $1.01bn-worth of
premium during the three months
ended June 30 compared with

$911.9m a year earlier. Over six
months, this rose to $2.12bn com-
pared with $1.88bn.

Arch significantly increased the
amountofreinsuranceitwrotedur-
ing the second quarter of this year,
up35%to$377mingrosspremium.

Meanwhile, the insurance port-
folio also increased 6.5% during
the second quarter to $676m.

In April, Arch completed the
acquisition of the credit and surety
reinsurance operations of Ariel Re
based in Zurich.

In the transaction the company
acquired $83.1m of net unearned
premiums along with other insur-
ance balances. Under applicable
accounting rules for business com-
binations, the recording of such un-
earnedpremiumswasnotreflected
as net premiums written but will
result in net premiums earned
(primarilyoveratwo-yearperiod).

Net premiums earned for the
2012 second quarter included
$17.3m related to the acquired net
unearned premiums. Arch’s total
net premiums earned for the quar-
ter equalled $726.6m.

liability group, will succeed Lyons in his
present role.

At the same time, Michael Murphy, who
joinedArchin2002andservesaspresidentof
the property/casualty insurance group, has
been promoted to the positions of president
ofArchInsuranceUSandchiefunderwriting
officerofArchWorldwideInsurance.

The members of the new executive strat-
egy committee include Constantine (Dinos)
Iordanou, chairman, president and chief
executive of Arch Capital; Marc Grandisson,
chairman and chief executive of Arch
Worldwide Reinsurance; and Nicolas Papa-
dopoulo, president and chief executive of
Arch Reinsurance.

Lyons, McElroy and Murphy will also
become members of the committee.

include CFO appointment

Aspen Insurance continued the
trend of Bermudian carriers
swingingbackintotheblackfor the
first half after last year’s heavy
catastrophe losses by posting net
income for the period of $163.3m,
writes Greg Dobie.

This compares favourably with a
loss of $143.7m year on year as the
carrier benefited from low catas-
trophe activity, improving pricing
in loss-affected and peak-zone
property lines, as well as favoura-
ble reserve development of $28.6m
during the second quarter,
although this figure was down year
on year from $32.8m.

Aspen swung to underwriting
income of $122.1m from a loss of
$222.7m.Claimscostsdropped36%
to $546.1m and the combined ratio
improvedto90.4%from126.8%.

The improved underwriting
result was led by Aspen’s reinsur-
ance segment, which swung to
underwriting income of $113.6m
from a loss of $226.8m as its com-
binedratiofellto79.5%from141.9%.

Underwriting income at the
group’s insurance segment more
than doubled to $8.5m from $4.1m,
while its combined ratio improved
to 98.1% from 98.9%.

Gross written premiums during

the first half totalled $1.45bn, up on
the year before’s $1.25bn.

Net earned premiums rose as
well, breaking through the $1bn
barrier compared with $912m.

Net investment income dropped
to $105.2m from $114.1m.

Given market conditions, Aspen
said it now anticipates gross written
premiums for 2012 to be in the
regionof$2.4bn;premiumscededto
be between 10% and 12% of gross
earnedpremiumsandthecombined
ratiotobeintherangeof93%to98%
including a catastrophe load of
$135mfortheremainderoftheyear,
assumingnormallossexperience.

n 2012 n 2011

Underwriting result Net investment income

Brazilian growth
underpinsMapfre year-
to-date performance
Growth of 75% in Brazil helped
Mapfre increase its group reve-
nues 13% during the first half of
2012, writes Scott Vincent.

Mapfre’s international insur-
ance division, which comprises its
insurance activities outside its
home market of Spain, saw pre-
mium growth of 39.3% to €5.4bn
($6.64bn) during the first half.

The bulk of these premiums
were derived from Latin American
countries, where Mapfre wrote

close to €4.3bn of business during
the first six months of 2012.

Premiumstotalled€2.3bninBra-
zil following growth of 75.1%, with
growth reported across all coun-
tries in the region.

This includes Central America
(growth of 32.1%), Chile (31.1%),
Colombia (26.6%), Venezuela
(25.8%), Mexico (24.2%), Peru
(20.9%) and Argentina (20.6%).

Turkey, Malta, the Philippines
and the US were other regions

showing strong growth – in the US,
premiums written rose to €769.7m
(up 8.1%), while in Turkey a 36%
rise saw premiums total €200.5m.

Overall profitability for the first
halt stood at €434.2m, a decrease of
close to 20% as a result of provi-
sions and impairments related to
the financial crisis. These provi-
sions constituted €120.7m owing to
the impairment of Mapfre’s shares
in Bankia and €19.1m from its
investment in Cattolica.

Map: Mapfre’s first-half premium growth

Source: Mapfre
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Arch Capital’s first-half net
profits triple

A rch Capital more than
tripled its net income
over the first half of this
year, as the carrier

bounced back from underwriting
losses sustained during the corre-
sponding period in 2011.

The Bermudian insurer and
reinsurerpostedprofitsof$370.4m
for the first six months of the year,
up from $109.2m.

Its financials were boosted by a
strong showing over the second
quarter of the year, recording net
income of $212.6m, compared with
$90.1m a year earlier.

However, it was Arch’s
improved underwriting perform-
ance that was the major driving
force behind the six-month result,
as the carrier turned last year’s loss
of $64m, a consequence of heavy
catastrophe activity, into a
$160.9m profit.

Meanwhile, the combined ratio
improved from 105.1% to 88.6%.

Net investment income was
downyearonyearoversixmonths.
This totalled $147.9m compared
with $174.9m during 2011.

Arch said the decline primarily
reflected the effects of lower pre-
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Management changes at Arch
Chairman and chief executive of Arch
Worldwide Insurance, Mark Lyons, will
becomethenewchieffinancialofficer(CFO)
of Arch Capital in September, one of a
number of management changes to be
unveiledbythecompany,writesGregDobie.

The appointments come at the same time
as the Bermudian insurer and reinsurer
establishes an executive strategy commit-
tee to oversee what the carrier calls its oper-
ational expansion.

Lyons, who joined Arch 10 years ago, suc-
ceedsJohnHeleintherolesofexecutivevice-
president and CFO. Hele joined Arch Capital
fromDutchgroupINGthreeyearsago.

Meanwhile, David McElroy, who also
joined Arch Insurance three years ago as
president of its financial and professional

Greg Dobie
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Long-serving Everest Re chief
executive, Joseph Taranto, hailed
the reinsurer’s performance over
the first six months of this year
exceptional as the carrier swung
back into the black, posting
net income of $519.3m compared
with a loss of $184.6m in last year’s
first-half, writes Greg Dobie.

Taranto, who last week post-
poned his retirement for the sec-
ond time in two years, said the
carrier had recorded 10% growth
in book value per share over the
past six months, as the group deliv-
ered an underwriting gain of
$224m from a loss of $499m.

Catastrophe losses fell to $47.4m
from $747.5m. Meanwhile, the
group’s combined ratio improved
to 89% from 124.3% a year earlier.

“Strong market dynamics, cou-
pled with the strategic positioning
of our underwriting portfolio, has
provided significant margin
expansion as evidenced by our
underwriting results,” Taranto,
who will now remain in charge of
the company until the end of next
year, said.

“Add to this the investment
earningsgeneratedoffoursizeable
portfolio and we produced an
annualised operating return on
equity of 16%. These are all

strong metrics and point to the
strength of our franchise and our
operating strategy.”

Realised capital gains soared to
$82.1m from $7.3m. However,
the carrier’s net investment
income was actually down 10%
year on year over the six-month
period to $301.8m.

Meanwhile, second-quarter net
income came in at $214.6m com-
pared with $131.3m last year.

Gross written premiums were
$909m during this quarter, down
8%, primarily driven by the non-
renewal of a large Florida quota-
share reinsurance contract in the
quarter, which resulted in a port-
folio return of the unearned pre-
mium reserve.

Excluding the impact of this
transaction, Everest Re said gross
written premiums would have
been up 12%, adding its under-
writing portfolio continues to be
strategically rebalanced away
from quota-share business and
towards excess-of-loss business.

Over the six months of this year,
both gross written premiums and
premiums earned declined com-
pared with last year.

Gross written premiums totalled
$1.95bn ($2.05bn). Premiums
earned totalled $2.03bn ($2.05bn).

“Strong market
dynamics, coupled with
the strategic positioning
of our underwriting
portfolio, has provided
significant margin
expansion as evidenced
by our underwriting
results. Add to this the
investment earnings
generated off of our
sizeable portfolio and
we produced an
annualised operating
return on equity of 16%.
These are all strong
metrics and point to 
the strength of our
franchise and our
operating strategy” 

Joseph Taranto
Everest Re
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Reinsurance segment drives
Aspen improvement in
opening sixmonths

vailing interest rates available in
the market.

Overall, Arch’s gross written
premiums increased over both the
second quarter and the first half of
the year. It wrote $1.01bn-worth of
premium during the three months
ended June 30 compared with

$911.9m a year earlier. Over six
months, this rose to $2.12bn com-
pared with $1.88bn.

Arch significantly increased the
amountofreinsuranceitwrotedur-
ing the second quarter of this year,
up35%to$377mingrosspremium.

Meanwhile, the insurance port-
folio also increased 6.5% during
the second quarter to $676m.

In April, Arch completed the
acquisition of the credit and surety
reinsurance operations of Ariel Re
based in Zurich.

In the transaction the company
acquired $83.1m of net unearned
premiums along with other insur-
ance balances. Under applicable
accounting rules for business com-
binations, the recording of such un-
earnedpremiumswasnotreflected
as net premiums written but will
result in net premiums earned
(primarilyoveratwo-yearperiod).

Net premiums earned for the
2012 second quarter included
$17.3m related to the acquired net
unearned premiums. Arch’s total
net premiums earned for the quar-
ter equalled $726.6m.

liability group, will succeed Lyons in his
present role.

At the same time, Michael Murphy, who
joinedArchin2002andservesaspresidentof
the property/casualty insurance group, has
been promoted to the positions of president
ofArchInsuranceUSandchiefunderwriting
officerofArchWorldwideInsurance.

The members of the new executive strat-
egy committee include Constantine (Dinos)
Iordanou, chairman, president and chief
executive of Arch Capital; Marc Grandisson,
chairman and chief executive of Arch
Worldwide Reinsurance; and Nicolas Papa-
dopoulo, president and chief executive of
Arch Reinsurance.

Lyons, McElroy and Murphy will also
become members of the committee.

include CFO appointment

Aspen Insurance continued the
trend of Bermudian carriers
swingingbackintotheblackfor the
first half after last year’s heavy
catastrophe losses by posting net
income for the period of $163.3m,
writes Greg Dobie.

This compares favourably with a
loss of $143.7m year on year as the
carrier benefited from low catas-
trophe activity, improving pricing
in loss-affected and peak-zone
property lines, as well as favoura-
ble reserve development of $28.6m
during the second quarter,
although this figure was down year
on year from $32.8m.

Aspen swung to underwriting
income of $122.1m from a loss of
$222.7m.Claimscostsdropped36%
to $546.1m and the combined ratio
improvedto90.4%from126.8%.

The improved underwriting
result was led by Aspen’s reinsur-
ance segment, which swung to
underwriting income of $113.6m
from a loss of $226.8m as its com-
binedratiofellto79.5%from141.9%.

Underwriting income at the
group’s insurance segment more
than doubled to $8.5m from $4.1m,
while its combined ratio improved
to 98.1% from 98.9%.

Gross written premiums during

the first half totalled $1.45bn, up on
the year before’s $1.25bn.

Net earned premiums rose as
well, breaking through the $1bn
barrier compared with $912m.

Net investment income dropped
to $105.2m from $114.1m.

Given market conditions, Aspen
said it now anticipates gross written
premiums for 2012 to be in the
regionof$2.4bn;premiumscededto
be between 10% and 12% of gross
earnedpremiumsandthecombined
ratiotobeintherangeof93%to98%
including a catastrophe load of
$135mfortheremainderoftheyear,
assumingnormallossexperience.
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Brazilian growth
underpinsMapfre year-
to-date performance
Growth of 75% in Brazil helped
Mapfre increase its group reve-
nues 13% during the first half of
2012, writes Scott Vincent.

Mapfre’s international insur-
ance division, which comprises its
insurance activities outside its
home market of Spain, saw pre-
mium growth of 39.3% to €5.4bn
($6.64bn) during the first half.

The bulk of these premiums
were derived from Latin American
countries, where Mapfre wrote

close to €4.3bn of business during
the first six months of 2012.

Premiumstotalled€2.3bninBra-
zil following growth of 75.1%, with
growth reported across all coun-
tries in the region.

This includes Central America
(growth of 32.1%), Chile (31.1%),
Colombia (26.6%), Venezuela
(25.8%), Mexico (24.2%), Peru
(20.9%) and Argentina (20.6%).

Turkey, Malta, the Philippines
and the US were other regions

showing strong growth – in the US,
premiums written rose to €769.7m
(up 8.1%), while in Turkey a 36%
rise saw premiums total €200.5m.

Overall profitability for the first
halt stood at €434.2m, a decrease of
close to 20% as a result of provi-
sions and impairments related to
the financial crisis. These provi-
sions constituted €120.7m owing to
the impairment of Mapfre’s shares
in Bankia and €19.1m from its
investment in Cattolica.

Map: Mapfre’s first-half premium growth

Source: Mapfre
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Report outlines
electronic delivery best
practice for insurers

I ndustry standards body ACORD
has teamed up with global law firm
Locke Lord to produce a strategic
analysis report that aims to enable

insurers to better understand the legal
requirements applicable to electronic
signatures and electronic delivery when
transacting business in the sector.

ACORD implementation services direc-
tor, Marcia Berner, said one of the biggest
issues for many practitioners within the
industry is “the lack of comfort with the
legal requirements and the inability to
establishaprocessorchooseatechnology”.

The analysis suggests companies start
with one process and product. To further
support such efforts, it lists a number of
general best practices, as well as specific
ones for insurers.

Forexample,atahigher level, it recom-
mends “emails should be sent with links
to a secure site” and says it is essential to
determine a bounce-back policy.

More specifically, it tells insurers to
“develop an efficient method to review
and verify requests for approval of their
electronic signature or electronic deliv-
ery processes”.

Other aspects covered in the report
includevoicesignatures,recordretention
andtheadmissibilityofevidenceincourt.

The analysis can be found in the
ACORD knowledge centre at www.
acord.org/knowledge.

Together with Insurance Day, ACORD
will once again be hosting the Insurance
Technology Congress (ITC) at the Grange
Tower Bridge Hotel in London later this
year, over October 9 and 10.

The ITC details the latest technological
and process developments in the London

Greg Dobie
Managing editor

“[One of the biggest 
issues for practitioners is]
the lack of comfort with 
the legal requirements 
and the inability to
establish a process or
choose a technology”

Marcia Berner
ACORD

insurance market and overseas. More
than 300 delegates attended last year’s
inaugural ITC event and the 2012 con-
gress will once again bring together the
leading thinkers in technology and
change management.

Latest additions to the ITC speaker pro-
gramme include the former New York
state superintendent of insurance, now
partner at law firm Goldberg Segalla,
James Wrynn; chief executive at Willis
Global Analytics, Rowan Douglas; and
director of market development at
Lloyd’s, Sue Langley.

Over the course of the two days, practi-
tioners and key stakeholders will debate
and cross-examine the merits and chal-
lenges process change projects and tech-
nological enhancements will produce.
This year, attendees will also be able to
signupforanumberofnewbreakoutses-
sions, which will offer strategic advice in
a range of different areas, including how
to exploit the power of social media and
how to make the most of cloud technol-
ogy,ensuringthemostpersonalised dele-
gate experience to date.

For more information on the ITC
programme and speakers, please visit
www.itcevent.com or search #ITCevent
onTwitter.

Interested parties can take advantage
of a 20% early bird discount if they book
before July 31. Email itcbookings@
informa.com if you wish to attend.

Amongthestudy’s
recommendationsarethat
emailsshouldbesentwitha
linkto asecuresite (fromtop):SueLangley, James

WrynnandRowanDouglasarethe
latestadditionstotheITCline-up
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Standard Clubmakes
pioneeringmove into
K&R coverage

London Club facing US collision claim

Year-end airline
premium to
fall $100m

T he Standard Club has
made a pioneering move
among International
Group members and

unveiled a new marine kidnap and
ransom (K&R) product.

Limits of up to $5m are available
as standard, with all the expenses
associated with resolving a hijack
situation included, such as loss of
hire, loss of ransom in transit,
crew liabilities arising from kid-
nap and negotiating expenses. The
negotiations will be conducted by
Control Risks.

The entire offering has been
developed with Hiscox, which has
been in involved in the K&R sector
for close to 30 years, and will assist
the Standard Club via Lloyd’s syn-
dicate 33.

Coverageforransomsofupto$5m
can be bought, with a further $2.5m
for loss of hire claims. Additional
limitscanbepurchasedifneeded.

Piracy off the coast of Somalia
remains a scourge to the world’s
shipping fleets. There has been a
drop-off in activity recently as
more flag nations soften their
stances on the use of armed secu-
rity personnel on board vessels.
Even so, EU NAVFOR statistics
show five vessels have been
hijacked this year, with pirates
holding seven ships and 185 crew
at present.

“The Standard Club board has
been looking at the piracy problem
and asking the managers to try to

find ways to make it better for ship-
owners and that’s really why we’ve
looked at K&R,” Robert Drummond,
business development director at
Charles Taylor Consulting, which
managestheStandardClub,said.

one who [the shipowner is] very
involved with.”

Jeremy Grose, the Standard
Club’s chief operating officer,
added: “Many members have told
us they would prefer to buy this
type of insurance through their
club because they like the club’s
high level of service and hands-on
approach and appreciate the value
of seamless cover.”

While the K&R coverage is
designed for Standard’s members,
the club will accept vessels from its
members’ fleets entered with
other clubs.

The marine K&R protection is
just one of a trio of new coverages
offered by Standard, along with
traders’ transport liability (TTL)
and professional liability (PL).

TTL protection covers time char-
terer’s liability, including protec-
tion and indemnity and damage to
hull, freight, demurrage and
defence (FD&D) and liabilities aris-
ing from trading operations. Sepa-
rate limits of up to $500m each can
be bought for chartering liabilities
and trading operations under this
particular policy.

The PL insurance targets ship-
owners responsible for ship agents’
activities and those who manage
third-partyvessels,protectingthem
against liabilities such as profes-
sional negligence, cargo, property
damage and personal injury, with
limitsupto$10mavailable.

Written on a fixed-premium
basis, thethreecoveragestherefore
fall outside the scope of the Inter-
national Group agreement and are
each supported by a series of rein-
surances bought from the Lloyd’s
andLondoncompanymarkets.

Christopher Munro
Senior reporter

Protection and indemnity insurer
the London Club is facing a
potential claim that could run into
hundreds of thousands of dollars
after one of its entered vessels
ploughed into a dock, writes Chris-
topher Munro.

According to reports, general
cargo vessel Advantage broke free
from its moorings during a major

storm last Friday before damaging
a dock at the Port of Lake Charles
in Louisiana.

The director of the Port of Lake
Charles, Bill Rase, said: “There’s
probably 500 to 600 ft of damage
and until we get it repaired
we cannot berth any vessel here.
The dollar amount is yet to
come, but we feel it’s several

hundred thousand dollars of dam-
age to the dock.”

Depending on the extent of
Advantage owner Sealift Incorpo-
rated’s deductible, the London
Club is ultimately on the hook for
the claim, providing the cover was
written on London terms.

According to a report from
Lloyd’s List Intelligence, the dock

Close to $100m of lead premium
will have left the airline insurance
market by the end of the year if
trends continue as they are, writes
Christopher Munro.

Some $23m of premium has
already left the airline insurance
market in 2012, indicating the soft
market conditions that have pre-
vailed in the sector for the past few
years are showing few signs of
coming to an end.

Steve Doyle, business develop-
ment and sales director for Willis
Aerospace, told Insurance Day that
reduction comes against a back-
drop of airline insurance renewals
in 2012 to date seeing average fleet
values (AFV) up 9% and expected
passenger volumes up 9% as well.
Crucially, however, premiums are
down 5%. In lead premium terms,
that is equal to $23m. “We’ve seen
approximately $450m of expiring
premium turn into approximately
$430m,” Doyle said.

With total lead hull and liability
airline insurance market premium
reaching $1.9bn in 2011, a similar
5% reduction throughout the rest
of 2012 would lead to almost $95m
leaving the sector by year-end.

“July is significant – it has more
renewals than the whole of the first
quarterandthepremiumnumbers
we have at this time mean [for] the
renewals we’ve got in, the pre-
mium volume is more than three
times the whole of the first quar-
ter,” he said.

As reported in yesterday’s edi-
tion, July sees several North Ameri-
can airlines renew their insurance
programmes.Thelargestof these is
American Airlines, which this year
had an expiring AFV of close to
$20bn, followed by courier com-
pany Federal Express, which had a
closing AFV of slightly more than
$14bn. Republic, Indigo Partners
and Pinnacle/Colgan, while Aero-
flot, Kingfisher and India’s Indigo
Airlines all repurchase cover later
in the month.

The surfeit of capacity in the air-
line insurance market, which has
been further buoyed this year fol-
lowing a rare recent profitable
year in 2011, makes it likely this
trend of falling premium volumes
will continue into the final few
months of the year.

“Thelevelofcapacitycontinuesto
remain high and the exposure level
continuestogrow.Butthelosslevels
remain low, so [the underwriters
are] writing more exposure but in
an increasingly competitive market
that’s having very few losses; that
combination generally continues to
seepricescomingoff,”Doylesaid.

“It brings the club in, which will
look to co-ordinate claims han-
dling, and it’s bringing in a friendly
face into very difficult situations.
Rather than dealing with people
they don’t know, it’ll be with some-

Interceptingpirates intheGulfofAden

Crown Copyright/Royal Navy/MOD 2012

will be out of commission for
three to four months while repairs
are made, while insurance is
expected to cover the repair costs
in the first instance.

No damage was sustained by the
27,750 dwt vessel, according to ini-
tial reports.

The Port of Lake Charles is the
12th-largest seaport in the US.
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Everest Re reports $519.3m
in1H income and rebalances
portfolio toward excess-of-loss

Arch Capital’s first-half net
profits triple

A rch Capital more than
tripled its net income
over the first half of this
year, as the carrier

bounced back from underwriting
losses sustained during the corre-
sponding period in 2011.

The Bermudian insurer and
reinsurerpostedprofitsof$370.4m
for the first six months of the year,
up from $109.2m.

Its financials were boosted by a
strong showing over the second
quarter of the year, recording net
income of $212.6m, compared with
$90.1m a year earlier.

However, it was Arch’s
improved underwriting perform-
ance that was the major driving
force behind the six-month result,
as the carrier turned last year’s loss
of $64m, a consequence of heavy
catastrophe activity, into a
$160.9m profit.

Meanwhile, the combined ratio
improved from 105.1% to 88.6%.

Net investment income was
downyearonyearoversixmonths.
This totalled $147.9m compared
with $174.9m during 2011.

Arch said the decline primarily
reflected the effects of lower pre-

Bermudianboostedbystrongshowingduringsecondquarter,whenitmade
$212.6mof the$370.4mtotal, aswellasamuch-improvedunderwritingresult

Management changes at Arch
Chairman and chief executive of Arch
Worldwide Insurance, Mark Lyons, will
becomethenewchieffinancialofficer(CFO)
of Arch Capital in September, one of a
number of management changes to be
unveiledbythecompany,writesGregDobie.

The appointments come at the same time
as the Bermudian insurer and reinsurer
establishes an executive strategy commit-
tee to oversee what the carrier calls its oper-
ational expansion.

Lyons, who joined Arch 10 years ago, suc-
ceedsJohnHeleintherolesofexecutivevice-
president and CFO. Hele joined Arch Capital
fromDutchgroupINGthreeyearsago.

Meanwhile, David McElroy, who also
joined Arch Insurance three years ago as
president of its financial and professional

Greg Dobie
Managing editor

Graph: Arch Capital first-half financials, 2011 versus 2012 ($m)

Long-serving Everest Re chief
executive, Joseph Taranto, hailed
the reinsurer’s performance over
the first six months of this year
exceptional as the carrier swung
back into the black, posting
net income of $519.3m compared
with a loss of $184.6m in last year’s
first-half, writes Greg Dobie.

Taranto, who last week post-
poned his retirement for the sec-
ond time in two years, said the
carrier had recorded 10% growth
in book value per share over the
past six months, as the group deliv-
ered an underwriting gain of
$224m from a loss of $499m.

Catastrophe losses fell to $47.4m
from $747.5m. Meanwhile, the
group’s combined ratio improved
to 89% from 124.3% a year earlier.

“Strong market dynamics, cou-
pled with the strategic positioning
of our underwriting portfolio, has
provided significant margin
expansion as evidenced by our
underwriting results,” Taranto,
who will now remain in charge of
the company until the end of next
year, said.

“Add to this the investment
earningsgeneratedoffoursizeable
portfolio and we produced an
annualised operating return on
equity of 16%. These are all

strong metrics and point to the
strength of our franchise and our
operating strategy.”

Realised capital gains soared to
$82.1m from $7.3m. However,
the carrier’s net investment
income was actually down 10%
year on year over the six-month
period to $301.8m.

Meanwhile, second-quarter net
income came in at $214.6m com-
pared with $131.3m last year.

Gross written premiums were
$909m during this quarter, down
8%, primarily driven by the non-
renewal of a large Florida quota-
share reinsurance contract in the
quarter, which resulted in a port-
folio return of the unearned pre-
mium reserve.

Excluding the impact of this
transaction, Everest Re said gross
written premiums would have
been up 12%, adding its under-
writing portfolio continues to be
strategically rebalanced away
from quota-share business and
towards excess-of-loss business.

Over the six months of this year,
both gross written premiums and
premiums earned declined com-
pared with last year.

Gross written premiums totalled
$1.95bn ($2.05bn). Premiums
earned totalled $2.03bn ($2.05bn).

“Strong market
dynamics, coupled with
the strategic positioning
of our underwriting
portfolio, has provided
significant margin
expansion as evidenced
by our underwriting
results. Add to this the
investment earnings
generated off of our
sizeable portfolio and
we produced an
annualised operating
return on equity of 16%.
These are all strong
metrics and point to 
the strength of our
franchise and our
operating strategy” 

Joseph Taranto
Everest Re
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Everest Re, six-month comparables, 2011 v 2012

$519.3m
Net profit for the first
six months of this year,
compared with…

$184.6m
Net loss for the comparable
six-month period the
previous year

$224m
Underwriting profit
during the first half of
2012, versus…

$499m
Underwriting loss
recorded by Everest Re
in 2011, owing to…

$47.4m
Catastrophe losses
sustained by the reinsurer
during 1H 2012, against…

$747.5m
In catastrophe losses the
company suffered during
record-breaking 1H 2011

Reinsurance segment drives
Aspen improvement in
opening sixmonths

vailing interest rates available in
the market.

Overall, Arch’s gross written
premiums increased over both the
second quarter and the first half of
the year. It wrote $1.01bn-worth of
premium during the three months
ended June 30 compared with

$911.9m a year earlier. Over six
months, this rose to $2.12bn com-
pared with $1.88bn.

Arch significantly increased the
amountofreinsuranceitwrotedur-
ing the second quarter of this year,
up35%to$377mingrosspremium.

Meanwhile, the insurance port-
folio also increased 6.5% during
the second quarter to $676m.

In April, Arch completed the
acquisition of the credit and surety
reinsurance operations of Ariel Re
based in Zurich.

In the transaction the company
acquired $83.1m of net unearned
premiums along with other insur-
ance balances. Under applicable
accounting rules for business com-
binations, the recording of such un-
earnedpremiumswasnotreflected
as net premiums written but will
result in net premiums earned
(primarilyoveratwo-yearperiod).

Net premiums earned for the
2012 second quarter included
$17.3m related to the acquired net
unearned premiums. Arch’s total
net premiums earned for the quar-
ter equalled $726.6m.

liability group, will succeed Lyons in his
present role.

At the same time, Michael Murphy, who
joinedArchin2002andservesaspresidentof
the property/casualty insurance group, has
been promoted to the positions of president
ofArchInsuranceUSandchiefunderwriting
officerofArchWorldwideInsurance.

The members of the new executive strat-
egy committee include Constantine (Dinos)
Iordanou, chairman, president and chief
executive of Arch Capital; Marc Grandisson,
chairman and chief executive of Arch
Worldwide Reinsurance; and Nicolas Papa-
dopoulo, president and chief executive of
Arch Reinsurance.

Lyons, McElroy and Murphy will also
become members of the committee.

include CFO appointment

Aspen Insurance continued the
trend of Bermudian carriers
swingingbackintotheblackfor the
first half after last year’s heavy
catastrophe losses by posting net
income for the period of $163.3m,
writes Greg Dobie.

This compares favourably with a
loss of $143.7m year on year as the
carrier benefited from low catas-
trophe activity, improving pricing
in loss-affected and peak-zone
property lines, as well as favoura-
ble reserve development of $28.6m
during the second quarter,
although this figure was down year
on year from $32.8m.

Aspen swung to underwriting
income of $122.1m from a loss of
$222.7m.Claimscostsdropped36%
to $546.1m and the combined ratio
improvedto90.4%from126.8%.

The improved underwriting
result was led by Aspen’s reinsur-
ance segment, which swung to
underwriting income of $113.6m
from a loss of $226.8m as its com-
binedratiofellto79.5%from141.9%.

Underwriting income at the
group’s insurance segment more
than doubled to $8.5m from $4.1m,
while its combined ratio improved
to 98.1% from 98.9%.

Gross written premiums during

the first half totalled $1.45bn, up on
the year before’s $1.25bn.

Net earned premiums rose as
well, breaking through the $1bn
barrier compared with $912m.

Net investment income dropped
to $105.2m from $114.1m.

Given market conditions, Aspen
said it now anticipates gross written
premiums for 2012 to be in the
regionof$2.4bn;premiumscededto
be between 10% and 12% of gross
earnedpremiumsandthecombined
ratiotobeintherangeof93%to98%
including a catastrophe load of
$135mfortheremainderoftheyear,
assumingnormallossexperience.

n 2012 n 2011

Underwriting result Net investment income

Brazilian growth
underpinsMapfre year-
to-date performance
Growth of 75% in Brazil helped
Mapfre increase its group reve-
nues 13% during the first half of
2012, writes Scott Vincent.

Mapfre’s international insur-
ance division, which comprises its
insurance activities outside its
home market of Spain, saw pre-
mium growth of 39.3% to €5.4bn
($6.64bn) during the first half.

The bulk of these premiums
were derived from Latin American
countries, where Mapfre wrote

close to €4.3bn of business during
the first six months of 2012.

Premiumstotalled€2.3bninBra-
zil following growth of 75.1%, with
growth reported across all coun-
tries in the region.

This includes Central America
(growth of 32.1%), Chile (31.1%),
Colombia (26.6%), Venezuela
(25.8%), Mexico (24.2%), Peru
(20.9%) and Argentina (20.6%).

Turkey, Malta, the Philippines
and the US were other regions

showing strong growth – in the US,
premiums written rose to €769.7m
(up 8.1%), while in Turkey a 36%
rise saw premiums total €200.5m.

Overall profitability for the first
halt stood at €434.2m, a decrease of
close to 20% as a result of provi-
sions and impairments related to
the financial crisis. These provi-
sions constituted €120.7m owing to
the impairment of Mapfre’s shares
in Bankia and €19.1m from its
investment in Cattolica.

Map: Mapfre’s first-half premium growth

Source: Mapfre

Brazil
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+8.1%
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Everest Re reports $519.3m
in1H income and rebalances
portfolio toward excess-of-loss

Arch Capital’s first-half net
profits triple

A rch Capital more than
tripled its net income
over the first half of this
year, as the carrier

bounced back from underwriting
losses sustained during the corre-
sponding period in 2011.

The Bermudian insurer and
reinsurerpostedprofitsof$370.4m
for the first six months of the year,
up from $109.2m.

Its financials were boosted by a
strong showing over the second
quarter of the year, recording net
income of $212.6m, compared with
$90.1m a year earlier.

However, it was Arch’s
improved underwriting perform-
ance that was the major driving
force behind the six-month result,
as the carrier turned last year’s loss
of $64m, a consequence of heavy
catastrophe activity, into a
$160.9m profit.

Meanwhile, the combined ratio
improved from 105.1% to 88.6%.

Net investment income was
downyearonyearoversixmonths.
This totalled $147.9m compared
with $174.9m during 2011.

Arch said the decline primarily
reflected the effects of lower pre-

Bermudianboostedbystrongshowingduringsecondquarter,whenitmade
$212.6mof the$370.4mtotal, aswellasamuch-improvedunderwritingresult

Management changes at Arch
Chairman and chief executive of Arch
Worldwide Insurance, Mark Lyons, will
becomethenewchieffinancialofficer(CFO)
of Arch Capital in September, one of a
number of management changes to be
unveiledbythecompany,writesGregDobie.

The appointments come at the same time
as the Bermudian insurer and reinsurer
establishes an executive strategy commit-
tee to oversee what the carrier calls its oper-
ational expansion.

Lyons, who joined Arch 10 years ago, suc-
ceedsJohnHeleintherolesofexecutivevice-
president and CFO. Hele joined Arch Capital
fromDutchgroupINGthreeyearsago.

Meanwhile, David McElroy, who also
joined Arch Insurance three years ago as
president of its financial and professional

Greg Dobie
Managing editor

Graph: Arch Capital first-half financials, 2011 versus 2012 ($m)

Long-serving Everest Re chief
executive, Joseph Taranto, hailed
the reinsurer’s performance over
the first six months of this year
exceptional as the carrier swung
back into the black, posting
net income of $519.3m compared
with a loss of $184.6m in last year’s
first-half, writes Greg Dobie.

Taranto, who last week post-
poned his retirement for the sec-
ond time in two years, said the
carrier had recorded 10% growth
in book value per share over the
past six months, as the group deliv-
ered an underwriting gain of
$224m from a loss of $499m.

Catastrophe losses fell to $47.4m
from $747.5m. Meanwhile, the
group’s combined ratio improved
to 89% from 124.3% a year earlier.

“Strong market dynamics, cou-
pled with the strategic positioning
of our underwriting portfolio, has
provided significant margin
expansion as evidenced by our
underwriting results,” Taranto,
who will now remain in charge of
the company until the end of next
year, said.

“Add to this the investment
earningsgeneratedoffoursizeable
portfolio and we produced an
annualised operating return on
equity of 16%. These are all

strong metrics and point to the
strength of our franchise and our
operating strategy.”

Realised capital gains soared to
$82.1m from $7.3m. However,
the carrier’s net investment
income was actually down 10%
year on year over the six-month
period to $301.8m.

Meanwhile, second-quarter net
income came in at $214.6m com-
pared with $131.3m last year.

Gross written premiums were
$909m during this quarter, down
8%, primarily driven by the non-
renewal of a large Florida quota-
share reinsurance contract in the
quarter, which resulted in a port-
folio return of the unearned pre-
mium reserve.

Excluding the impact of this
transaction, Everest Re said gross
written premiums would have
been up 12%, adding its under-
writing portfolio continues to be
strategically rebalanced away
from quota-share business and
towards excess-of-loss business.

Over the six months of this year,
both gross written premiums and
premiums earned declined com-
pared with last year.

Gross written premiums totalled
$1.95bn ($2.05bn). Premiums
earned totalled $2.03bn ($2.05bn).

“Strong market
dynamics, coupled with
the strategic positioning
of our underwriting
portfolio, has provided
significant margin
expansion as evidenced
by our underwriting
results. Add to this the
investment earnings
generated off of our
sizeable portfolio and
we produced an
annualised operating
return on equity of 16%.
These are all strong
metrics and point to 
the strength of our
franchise and our
operating strategy” 

Joseph Taranto
Everest Re
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in 2011, owing to…

$47.4m
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sustained by the reinsurer
during 1H 2012, against…

$747.5m
In catastrophe losses the
company suffered during
record-breaking 1H 2011

Reinsurance segment drives
Aspen improvement in
opening sixmonths

vailing interest rates available in
the market.

Overall, Arch’s gross written
premiums increased over both the
second quarter and the first half of
the year. It wrote $1.01bn-worth of
premium during the three months
ended June 30 compared with

$911.9m a year earlier. Over six
months, this rose to $2.12bn com-
pared with $1.88bn.

Arch significantly increased the
amountofreinsuranceitwrotedur-
ing the second quarter of this year,
up35%to$377mingrosspremium.

Meanwhile, the insurance port-
folio also increased 6.5% during
the second quarter to $676m.

In April, Arch completed the
acquisition of the credit and surety
reinsurance operations of Ariel Re
based in Zurich.

In the transaction the company
acquired $83.1m of net unearned
premiums along with other insur-
ance balances. Under applicable
accounting rules for business com-
binations, the recording of such un-
earnedpremiumswasnotreflected
as net premiums written but will
result in net premiums earned
(primarilyoveratwo-yearperiod).

Net premiums earned for the
2012 second quarter included
$17.3m related to the acquired net
unearned premiums. Arch’s total
net premiums earned for the quar-
ter equalled $726.6m.

liability group, will succeed Lyons in his
present role.

At the same time, Michael Murphy, who
joinedArchin2002andservesaspresidentof
the property/casualty insurance group, has
been promoted to the positions of president
ofArchInsuranceUSandchiefunderwriting
officerofArchWorldwideInsurance.

The members of the new executive strat-
egy committee include Constantine (Dinos)
Iordanou, chairman, president and chief
executive of Arch Capital; Marc Grandisson,
chairman and chief executive of Arch
Worldwide Reinsurance; and Nicolas Papa-
dopoulo, president and chief executive of
Arch Reinsurance.

Lyons, McElroy and Murphy will also
become members of the committee.

include CFO appointment

Aspen Insurance continued the
trend of Bermudian carriers
swingingbackintotheblackfor the
first half after last year’s heavy
catastrophe losses by posting net
income for the period of $163.3m,
writes Greg Dobie.

This compares favourably with a
loss of $143.7m year on year as the
carrier benefited from low catas-
trophe activity, improving pricing
in loss-affected and peak-zone
property lines, as well as favoura-
ble reserve development of $28.6m
during the second quarter,
although this figure was down year
on year from $32.8m.

Aspen swung to underwriting
income of $122.1m from a loss of
$222.7m.Claimscostsdropped36%
to $546.1m and the combined ratio
improvedto90.4%from126.8%.

The improved underwriting
result was led by Aspen’s reinsur-
ance segment, which swung to
underwriting income of $113.6m
from a loss of $226.8m as its com-
binedratiofellto79.5%from141.9%.

Underwriting income at the
group’s insurance segment more
than doubled to $8.5m from $4.1m,
while its combined ratio improved
to 98.1% from 98.9%.

Gross written premiums during

the first half totalled $1.45bn, up on
the year before’s $1.25bn.

Net earned premiums rose as
well, breaking through the $1bn
barrier compared with $912m.

Net investment income dropped
to $105.2m from $114.1m.

Given market conditions, Aspen
said it now anticipates gross written
premiums for 2012 to be in the
regionof$2.4bn;premiumscededto
be between 10% and 12% of gross
earnedpremiumsandthecombined
ratiotobeintherangeof93%to98%
including a catastrophe load of
$135mfortheremainderoftheyear,
assumingnormallossexperience.
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Brazilian growth
underpinsMapfre year-
to-date performance
Growth of 75% in Brazil helped
Mapfre increase its group reve-
nues 13% during the first half of
2012, writes Scott Vincent.

Mapfre’s international insur-
ance division, which comprises its
insurance activities outside its
home market of Spain, saw pre-
mium growth of 39.3% to €5.4bn
($6.64bn) during the first half.

The bulk of these premiums
were derived from Latin American
countries, where Mapfre wrote

close to €4.3bn of business during
the first six months of 2012.

Premiumstotalled€2.3bninBra-
zil following growth of 75.1%, with
growth reported across all coun-
tries in the region.

This includes Central America
(growth of 32.1%), Chile (31.1%),
Colombia (26.6%), Venezuela
(25.8%), Mexico (24.2%), Peru
(20.9%) and Argentina (20.6%).

Turkey, Malta, the Philippines
and the US were other regions

showing strong growth – in the US,
premiums written rose to €769.7m
(up 8.1%), while in Turkey a 36%
rise saw premiums total €200.5m.

Overall profitability for the first
halt stood at €434.2m, a decrease of
close to 20% as a result of provi-
sions and impairments related to
the financial crisis. These provi-
sions constituted €120.7m owing to
the impairment of Mapfre’s shares
in Bankia and €19.1m from its
investment in Cattolica.

Map: Mapfre’s first-half premium growth

Source: Mapfre
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WORLD LOSS INTELLIGENCE/LIVES & LIVELIHOODS

IN MONDAY’S WORLD LOSS INTELLIGENCE:
MARINE & ENERGY

Storm damage: Government says stormwill
cost Lari150m

GEORGIA: Heavy rains, strong winds, hail and flooding hit
Georgia in the early hours of July 19, causing significant dam-
age to agriculture.

The UN Association of Georgia said compensation is available
to those who suffered damage to their crops and homes.

Depending on the level of damage suffered, households will
receivecompensationrangingfromLari300($180.80)toLari1,500.

Those whose farmlands have been completely destroyed
will be eligible to a state-funded financial compensation of
Lari1,300 to Lari1,500 each.

Households that have lost 70% to 80% of their crops will
receive Lari800 to Lari900 and those families who have lost half
of their crops will receive Lari300 to Lari500 in compensation.

Georgia’s government expects
the total cost of the damage

to be Lari150m, with
20,000 households

affected and 22,000
hectares of arable
land damaged in
Kakheti alone.

Hurricane Carlotta: Oaxaca applies for Fonden funds
MEXICO: The state of Oaxaca has requested Peso1.444m ($107,125)
from Fonden, the Mexican catastrophe insurance mechanism, to
address damage in 103 municipalities following heavy rains associ-
ated with hurricane Carlotta.

The third named storm of the 2012 east Pacific hurricane season,
Carlotta formed on June 14 and made landfall as a strong category-one
hurricaneonMexico’sPacificcoasttwodayslater.

Damage to infrastructure was reported throughout Oaxaca,
prompting the request for Fonden funds.

Storm damage: Recovery continues in Krymsk district

RUSSIA: The recovery process is continuing in Russia’s Krymsk district, hit by major flooding earlier this month.
The Russian government said it has been providing financial assistance for those affected, with Ruble3.8bn

($117m) allocated for compensation.
To date, 57,814 payouts have been made, for a total sum of slightly more than Ruble3bn.

Peso1.444m
Funds the state of
Oaxaca has requested
from Fonden

Damagefrom
hurricaneCarlotta

AP Photo

Ruble3.8bn
Amount government
has allocated for
compensation to
those affected
by floods

57,814
Payouts that
have been made
so far

Lari150m
Expected total cost
of the damage from
the July 19 storm
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Floods: More than 600,000 displaced in Bangladesh

BANGLADESH: More than
600,000 people have been
internally displaced owing to
extensive flooding, land-
slides and flash floods in
south-east and north-east
Bangladesh since late June,
according to the Interna-
tional Displacement Moni-
toring Centre.

The centre said around
220,000 homes have been
badly damaged or com-
pletely destroyed.

Natural disasters: More than 1.2mllion displaced in China

CHINA: Since the end of June more than 1.2 million people have been displaced by natural disas-
ters in China.

The impact of earthquakes, floods and storms has caused more people to be displaced in China
than any other country in recent years.

Last year alone saw 4.5 million people internally displaced by catastrophes in China

Storm damage: Recovery continues in Krymsk district

RUSSIA: The recovery process is continuing in Russia’s Krymsk district, hit by major flooding earlier this month.
The Russian government said it has been providing financial assistance for those affected, with Ruble3.8bn

($117m) allocated for compensation.
To date, 57,814 payouts have been made, for a total sum of slightly more than Ruble3bn.

Food insecurity: Aid cut to thousands of people

PAKISTAN:AfundingshortfallhasforcedtheWorldFood
Programme (WFP) to cut aid to thousands of people
inPakistan,VoiceofAmericahasreported.

The WFP has warned it needs $70m to sus-
tain its humanitarian programmes in Paki-
stan for the next six months.

The UN agency said it has already been
forced to cut some of its projects since
June, including food aid for families dis-
placed by the counter-insurgency opera-
tions in the country’s north-western tribal
areas. Many are also victims of record flood-
ing that submerged one-fifth of Pakistan in
2010. Some of the same areas were again hit by
heavy rains and floods last year.

Amanandhischildwait
atanaidcentrefollowing
landslides inBangladesh

AP Photo

Childrenwait foraidfollowing
the2010floodsinPakistan

AP Photo $70m
Amount WFP says it
needs to maintain its

humanitarian
programmes in
Pakistan for next

six months

1.2m People who have
been displaced since
end of June

4.5m People who
were displaced
in 2011 alone

Ruble3bn
Total sum of the
payouts that have
so far been
received by
flood victims
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touch about developments in the
companyandtheindustry.Thelate
John Hollinrake, who was my divi-
sional managing director at
Minets and later JLT, was not
the most conventional corporate
businessman, but was a man of
immensecharm,witandcharisma,
who you would follow out of the
trenches at any time.

If you could change one thing
about the industry, what would
it be?
Take great care with the increasing
automation of the Lloyd’s and Lon-
don market. It can lead to a reduc-
tion in the service we are
offering to our client
base. London com-
petes with the rest
of the world
because of its
pragmatism and
because the abil-
ity of people to dis-
cuss issues, both of
underwriting and of
claims, and arrive at a
satisfactory outcome. Increased
reliance on automated systems
can threaten the whole ethos of
the market.

If you did not work in the
industry, what job would you
like to do?
With better eyesight, I would
have loved to have been a
seagoing officer in the Royal Navy,
when we had rather more war-
ships. Otherwise, I would have
liked to have practised in the
law, which is why my involvement
with Insuralex gives me particu-
lar satisfaction.

Which other company in the
industry do you most admire?
RK Harrison. Having just snapped
up four business units from Marsh
apparently for a song, it is clearly a
smooth operator.

What do you see as the biggest
challenge facing the industry?
Maintaining the industry’s flexibil-
ity to be responsive to the needs
and requirements of our custom-
ers, both pre- and post-loss, against
what is often well-meant but inept
bureaucracy and regulation.

How do you let your hair down?
Watching my boys play

cricket and occasion-
ally doing so (rather

badly) myself. Not
much play this
summer, though.

If you could be
anywhere in the

world right now,
where would you be?

Taking the family to see
the wildlife in the Kruger Park.

What life lesson would you like
to pass on to others?
Ifyouputyourmindtoit,youreally
can achieve extraordinary things.
It iseasytoget intoarut, souseyour
brains, energy and initiative to
move forward.

Where do you want to be in 10
years’ time?
I am in a very privileged position
with a unique place in the market. I
am enjoying myself thoroughly
and will be happy to still be here in
10 years’ time.n

What is your favourite…
Sport/sporting team? The England cricket team. Doing rather well at the moment.
Car? Range Rover – very good with sport-mad kids.
Meal? Good curry. I don’t make a bad one myself.
Book? The Aubrey-Maturin books of Patrick O’Brian.
Film? Hard one, this. The Godfather trilogy? Schindler’s List was no laughing matter,
but was so powerful. Amadeus for the music.
Music? I am a lover of classical music and opera, but anything with melody works for me,
from the 1300s to the present day.
Holiday destination? The Alps in
summer or winter.

Max Earey / Shutterstock.com

REVIEW

“Theaverageresulthastobethe
averageresult.Bydefinition,
everybodycan’tbeatthemarket.As
Ialwayssay,theironruleoflifeis
thatonly20%ofthepeoplecanbein
thetopfifth.That’sjustthewayitis.”
CharlieMunger

Catastrophe bonds have always
seemed a good idea, in theory. If
youcouldlinkreinsurancerisksto
the capital markets, trillions of
dollars would become available to
insurers and reinsurers wanting
to offload potential liabilities that
had the potential to damage their
capital. However, once again the
devil was in the detail.

The first cat bond was trans-
acted by Hannover Re as long ago
as 1994, but it was 1997 and the
Residential Re offering from USAA
beforetheystartedtogainmomen-
tum. In 2002 Swiss Re introduced
thefirstshelfofferingwithPioneer
Re, but the market as a whole that
yearwasonly$1.22bn.

The cat losses of 2004 and 2005
were the next agents of change; in
2006 there were 20 transactions,
double the previous yearly
record, worth $4.7bn. In 2007 this
rose to 27 issuances worth $7bn
and that turned out to be the high-
water mark, at least temporarily.

But one of those 2007 issues,
Willow Re for Allstate, showed
unless you paid close attention to
detail, it could jump up and bite
you. In February 2009, Willow Re
defaulted on an interest payment
– not because the events insured
occurred, but because Willow Re
used Lehman Brothers Special
Financing as a total return swap
(TRS) counterparty. And Lehman
Brothers had gone broke.

TRS counterparties were used
to replace the market risk associ-
ated with holding collateral in a
separate account and to provide
the transaction with cashflow that
matches the bond payments and
claim payments, if necessary, to
the ceding sponsor. All of which
works extremely well, providing
the TRS counterparty doesn’t go
broke. And, hey, what chance was
there of that when the counter-
party was triple-A rated?

Well, now we know. All of a sud-

Peter Birks
IIN24 editor

den, investors realised cat bonds
were subject to credit risk as well
as insurance risk.

As an aside, Willow Re might
have been able to assume the
investment risk itself, except in
the case of Willow Re 2007, the
interest rate on the notes was
based on the three-month dollar
Libor, while interest on part of the
assets was linked to one-month
dollar Libor. And one-month
Libor rates fell heavily from Octo-
ber 2008 to February 2009. If those
rates had been manipulated, Wil-
lowRemightwellhavealegalcase.

This week, Willis Capital Mar-
kets & Advisory (WCMA) issued a
market update on insurance-
linked securities (ILS) in Q2 and it
appears the pullback that fol-
lowed 2007 has finally been recov-
ered. There were seven issues
comprising 12 tranches in the sec-
ond quarter, worth $2.1bn. As the
years have passed, one particular
area of cat bond issuance – US
wind – has become almost com-
moditised. This has greatly
reduced the cost of setting up indi-
vidual issues, because much of the
work has already been done for
earlier issues. Indeed, the share of
the market for US wind has been
growingandnowmakesup73%of
the outstanding cat bond market
In the absence of any major catas-
trophes, WCMA expects total issu-
ance for 2012 to be between
$5.5bn and $6bn.

However, this is only part of the
story. There is a growing grey area
of the ILS market – third-party
capital via sidecars. Alterra, Swiss
Re, RenaissanceRe and Validus
sponsored five separate special-
purpose vehicles, with the spon-
sors taking a share in sidecars that
covered collateralised quota-
share, collateralised retrocession,
collateralised reinsurance and a
hedge fund-sponsored reinsur-
ance investment.

As Willis observed, “the idea an
existing underwriting platform
and balance sheet can be lever-
aged by earning fees from capital
partners is an attractive one”.

Willis believes “it is likely these
private unlisted vehicles, along
with the growing specialist in-
dependent catastrophe risk funds,
will take an increasingly larger
share of the catastrophe risk mar-
ket in collateralised form over the
medium term”.n

DavidBrackenbury
Managingdirector,
DavidBrackenbury
Associates

Power behind the throne
Hello. Who are you and what do
you do?
My name is David Brackenbury
and I am the managing director of
David Brackenbury Associates,
which was set up in 2006 to provide
marketing, communication and
intelligence services to experts in
the London Insurance market-
place. I also act as marketing direc-
tortoInsuralex,aglobalnetworkof
(so far) 27 firms of solicitors and
attorneys based around the world.

How did you end up in your
current role?
As a longstanding claims broker, I
had seen the large multinational
loss adjusters and legal firms being
able to rely on London marketing
operations and I saw a niche in the
market, where independent firms,
as good and professional as the big-
gest, had no ability to be similarly
represented in London. I took on a
number of friends and the practice
has been growing since then.

What has been your most
memorable moment of your
time in the Industry?
The period when I was juggling my
timeasparliamentarycandidate in
Derby, running as a Conservative
against Margaret Beckett, and
working at the same time in the
specie division of HSBC Insurance
Brokers. Its support and encour-
agement was terrific.

What is the worst job you have
ever had?
I have never really had one. Each
job I have had has given me some
insight into various parts of the
industry and I have learned some-
thingfromthemall.Ofcourse, Ican
imagine many jobs in the industry I
would not like or be well suited to. I
have always had the good fortune
to be client- and people-facing
and this is still what drives our
industry today.

What is the best deal you
have done?
Building a network of experts,
joining Insuralex and between us
providing an alternative to the
lage multinational practices in
adjusting and law.

Who has had the biggest
influence on your career?
Twopeoplereally,eachasdifferent
as chalk and cheese. Steve McGill,
the chief executive of JLT in the
1990s (and now group president at
Aon) taught me the importance of
focus and determination. He was
also a very good communicator,
keeping colleagues in regular

“Steve McGill taught me the importance
of focus and determination. He was 
also a very good communicator, 
keeping colleagues in regular 
touch of developments in the 
company and the industry”
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Argo International hires accident
and health claimsmanagers

Argo International has hired Sarah
Nicholls as claims manager for its
accident and
health team.

Nicholls joins
following a
decade at Ace
Group, where
she served as accident and health
claims manager for its European
business unit.

Judith Fumero has joined as
liability claims
manager, having
previously served
as chief adjuster
for financial
and professional

lines at Xchanging.
She previously worked at Talbot

Underwriting, Copenhagen Re and
Chiyoda Fire & Marine.

On themove
McMellin takes
Catlin US chief
executive role

Catlin has appointed Andrew
McMellin chief executive of its
US operations.

McMellin, Catlin Group’s dep-
uty chief underwriting officer,
will take on the new role from Sep-
tember 1.

He will replace Richard Banas,
who will continue as a member of
Catlin’s group executive commit-
tee and take on the position of
chairman of Catlin’s underwriting
hubs in Canada and Asia-Pacific.

He will also lead the group’s
insurance-related strategic invest-
ment activities in the US.

Mason leavesMarkel to join Sagicor
at Lloyd’s

Matthew Mason has followed his
former colleague David Jones from
Markel International to Sagicor at
Lloyd’s, where he will join the pro-
fessional lines team.

At Markel, Mason was senior
underwriter specialising in inter-
national business. He began his

career at RSA as a professional
indemnity underwriter and later
worked for Marsh, Aon and Cotes-
worth & Co.

Jones joined Sagicor at Lloyd’s
from Markel in January this year
and is now class underwriter of its
liability department.

Dalton appointed
president of
Montpelier
Underwriting

Montpelier Re has named John Dal-
ton president of Montpelier Under-
writingwithimmediateeffect.

He will report to Richard Chat-
tock, chief underwriting officer at
Montpelier syndicate 5151.

Dalton has held responsibility
for the development and operation
of Montpelier Underwriting’s
excess-of-loss property facultative
businesssincejoiningthecompany
in 2008.

He previously spent 16 years at
Swiss Re America.

Ritson brought in to lead UIB
property growth

UIB has appointed Mark
Ritson to manage its property
division as it focuses on inter-
national growth.

Following his appointment,
Ritson said his intention is to dou-
ble the size of the property division
within the next two years.

Ritson was formerly a UIB
energy director and two additional

UIB employees have also been
added to his team. Peter Draper
has joined as associate director
and Tristan O’Brien has been
appointed account executive.

The planned expansion of the
division will initially focus on
Latin America, Europe, the
Caribbean and the Middle East/
north Africa region.

Willis rejigs
international
retail businesses

Willis has created three regional
business units for its international
retailbusiness,withAdamGarrard
relocating from London to Singa-
pore to head Willis Asia.

Garrard,chiefexecutiveofWillis
Continental Europe, will take on
his new role on September 1.

Garrard has been with Willis
since 1994 and was managing
director of Willis Asia Pacific from
2002 to 2005. He led Willis’ Austral-
asian business from 2005 to 2008,
before taking charge of Willis Con-
tinental Europe in 2009.

Meanwhile, Roger Wilkinson,
chairman and chief executive of
Willis Asia-Pacific, Middle East and
Africa, is to take over as chairman
of WIllis Australasia.

He will relocate from Hong Kong
to Sydney for the new role, which
begins on October 1.

Wilkinson has been with Willis
since 2005 and previously spent 32
years at Marsh.

Willis’ Middle East and Africa
business will continue to be led by
Scott Pickering, who is also chief
executive of Willis South Africa.

Hiscox creates new global media unit
Suzanne Kimble has been
appointed global head of media,
entertainmentandeventsatHiscox.

She will head a new division that
will offer coverage for a wide range
of risks including media errors and
omissions, property, production

insurance, advertisers’ contin-
gencyandeventcancellation.

Angela Weaver will be responsi-
ble for underwriting media risks,
while Robin Walsh and Martin Lin-
field will underwrite for entertain-
mentandeventsrisksrespectively.

RSA veteran
Harrington-
Rutterford
handed fresh role

RSA veteran Clive Harrington-
Rutterford has been handed a new
role with the insurer: global port-
folio leader for its construction
and engineering business.

Harrington-Rutterford joined
RSA in 1990 as a graduate trainee
and has spent the past 22 years in a
varietyofrolesacrosstheUKandin
the US.

For the past two years, he has
been RSA’s regional specialty busi-
ness manager for Latin America,
based in the US.

For the three years before that,
he spent his time developing the
company’s Latin American
marine portfolio.

In his new role, Harrington-
Rutterford has been given the
responsibility of leading and
developing RSA’s construction
and engineering operations
across the world.

Chartis’ science centre plans
bolstered by Hirst’s arrival

Chartis has hired Ashley Hirst as
headofscienceforEurope,theMid-
dle East and Africa (EMEA).

The insurer launched its sci-
ence programme earlier this year
after hiring Murli Buluswar as
chief science officer, based in
New York.

Hirst will take responsibility for

management and co-ordination of
the science programme in the
EMEA region.

Hirst has joined Chartis from
McKinsey & Company, where he
was one of the leaders of their UK
insurance practice, working with
insurers from around the world –
including Chartis.

Argo Re (DIFC) adds to casualty and
professional lines expertise

Argo Group’s operation in the
DubaiInternationalFinanceCenter
(DIFC, pictured) has bolstered its
capabilities in the casualty and pro-
fessional lines markets after hiring
Jason Dsouza from one of Chartis’
internationaloperations.

Having joined as an under-

writer, Dsouza will report to Argo
Re (DIFC)’s chief underwriting
officer, Lina Hantas.

He brings with him considerable
international expertise, having
worked in both India and the United
ArabEmiratesforAxaBusinessServ-
icesandChartisMemsarespectively.
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Alzheimer’s Society chosen as third
charity partner by Zurich
Community Trust

A lzheimer’s Society has
been picked as the focus
of the Zurich Commu-
nity Trust (ZCT) for the

next three years, during which the
insurer will hand over £150,000
($235,304) in grants.

The partnership between the
Alzheimer’s Society and Zurich
will begin in September, and the
funding will allow the charity to
run up to 200 Singing for the Brain
sessions – exercises designed on
theprinciplesofmusic therapyand

singing for 120
people living
with dementia.

Alzheimer’s
Society will now join CLIC Sargent
andHopeandHomesforChildrenas
ZCT’sthirdnationalcharitypartner.

Alzheimer’s Society was chosen
by Zurich following a poll in which
more than 1,700 of its employees
participated. ZCT, which is funded
by Zurich and donations from its
employees, will be making the
£50,000annualgrant.

Jeremy Hughes, chief executive
of Alzheimer’s Society, said: “We
are delighted Zurich staff have
voted so overwhelmingly to sup-
port our work. People living with
dementia and their carers fre-

quently tell us that Singing for the
Brain sessions are the highlight of
their week. We look forward to
working with ZCT and are
extremely grateful for the com-
pany’s long-term commitment.”

Each of the £50,000 grants will
also fund an evaluation project of
the Singing for the Brain service to
ensure that the needs of some of the
more marginalised communities,
forexamplethoseinmoredisadvan-
taged areas of the UK, are taken into
accountastheservicedevelops.n

Christopher Munro
Senior reporter

Community

Allianz unveiled as
Saracens’ lead sponsor
Allianz has agreed a long-term
partnership with St Albans-based
rugby club Saracens in a deal that
sees the insurer become the team’s
main club sponsor, writes Chris-
topher Munro.

The partnership will also result

in Saracens’ new north London sta-
dium being named Allianz Park,
adding to Munich’s Allianz Arena,
the Allianz Stadium in Sydney and
the Allianz Riviera stadium in Nice.

Saracens have established them-
selves as one of the leading profes-

sional rugby clubs in England, with
the team having reached the Pre-
miership play-offs in each of the
past three seasons. The club were
crowned champions in 2011.

Previously called the Copthall
Stadium, Allianz Park will be a
venue for Premiership rugby, as
well as athletics and other com-
munity sports.

Incorporating an artificial turf
pitch and an indoor training area,
the new stadium will become a
genuine community sports hub,
used every day of the year, and
will be available free of charge to
local schools.

Clem Booth, member of Allianz
Group’sboardofmanagement,said:
“Saracens and Allianz are an excel-
lent fit and I am excited about the
potential the partnership brings for
usboth.Forexample,theclubshares
Allianz’s strong corporate social
responsibility ethos. The work Sara-
cens does with the local community
isparticularlyimpressive.”n

Blanc named 116th
president of the CII
Amanda Blanc, chief executive of
Axa Insurance commercial lines
and personal intermediary, has
been named the Chartered Insur-
ance Institute’s (CII) 116th presi-
dent, writes Christopher Munro.

She has replaced Lockton Com-
panies’ chief executive, Julian
James, in the role. At the same
time, Tom Woolgrove, managing
director of personal lines at Direct
Line Group, has been elected CII
deputy president.

“This is a significant year for the
CII as we celebrate 100 years of our
royal charter. The principles
expressed in our charter – of secur-
ing and justifying the confidence of
the public – have never been more
importantorrelevantgiventhedif-
ficult economic conditions in the
UK and abroad,” Dr Alexander
Scott, the CII’s chief executive, said.

Following on from being
appointed president, Blanc said:
“It is a great honour to take on the
presidency of the CII. I shall be
following in the footsteps of
many great figures in the world of

insurance and financial services
and I hope in my year in office I
uphold the traditions of this
esteemed office.”

The winner of the Rutter Medal,
presented by the outgoing presi-
dent each year in recognition of the
best-qualifying new CII fellow, was
LocktonCompanies’LamaSweis.n

“We are delighted Zurich staff have voted so
overwhelmingly to support our work. People living
with dementia and their carers frequently tell us
that Singing for the Brain sessions are the highlight
of their week. We look forward to working with
Zurich’s Community Trust and are extremely
grateful for the company’s long-term commitment”

Jeremy Hughes
Alzheimer’s Society

ClemBooth(left)
and NigelWray,
Saracenschairman

“It is a great honour to
take on the presidency
of the CII” 

Amanda Blanc
CII
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9-10 OCTOBER 2012
GRANGE TOWER BRIDGE HOTEL, LONDON

WHAT IS THE INSURANCE TECHNOLOGY CONGRESS?
It is THE most important gathering of insurance technology experts in the industry during 2012. By attending this premier two day event 
in London you will learn fi rst-hand from the key stakeholders shaping the market how to plan and implement an effective technology 
strategy suitable for your organisation. If you don’t register to attend now you will miss discovering how the latest technological 
innovations and initiatives are impacting your business, both today and in the future.

WHO SHOULD ATTEND AND WHY?
• IT Systems Directors

Examine the next generation technology on show
• Chief Information Offi cers

Find out how your peers are managing change programmes
• Chief Executive Offi cers

See how companies are implementing their technology 
strategies

• Project Managers
Discover what type of work you’ll be doing next year

• e-Business Directors
Hear how to bring market modernisation initiatives together as 
part of a coherent technology strategy

• Heads of Claims
Review the latest automated claims developments

• Managing Directors
Find out how companies are spending their technology budgets

• Compliance Offi cers
Find out how regulatory change will impact your role

• Consultants
What does the insurance industry want from you?

• Analysts
Discover which companies are implementing technology most 
effectively

WHY YOU SHOULD ATTEND
• Map out your technology-purchasing decisions and strategy 

for the next 12 months and beyond
• Transform your business and gain the edge over your 

competitors by getting to grips with the latest technological 
developments transforming the insurance industry

• Find out where the market’s technology priorities really lie and 
how they are being funded

• Have direct access to pose questions to key industry and 
technology leaders on their successes and the challenges they 
have faced. Learn from other industries’ change programme 
experiences

TO REGISTER YOUR ATTENDANCE:
contact our hotline on +44 (0)20 7017 7558
or email ITCbookings@informa.com

OR scan this QR
code to register

SPONSORS:

EARLY BIRD DEADLINE 

ENDS SOON

BOOK BY 31ST JULY

W
W

W
.ITCEVENT.COM
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