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Gard is early renewals winner 
as North admits tonnage loss
Norwegian books record renewal round gains, while UK peer 
sees outflux and second British club records 95% renewal

David Osler
Lloyd’s List

Gard has emerged as the clear 
winner among the three pro-
tection and indemnity (P&I) 
clubs to have declared the size 

of their entered fleets so far.
The renewal round closed on Febru-

ary 20, with the North of England P&I 
Club admitting to a loss of tonnage and 
the Standard Club booking a 95% renew-
al rate that may also point to exits.

While definitive conclusions cannot 
be drawn until more of the Internation-
al Group’s 13 affiliates have published 
figures, the information in the public 
domain so far may point to some degree 
of club-hopping on the part of owners 
faced with fairly hefty rate hikes in the 
range of 5% to 10%.

Justification on the part of the clubs 
for seeking higher premiums includes 
sizeable technical underwriting losses in 
recent years, coronavirus, rapidly rising 
pool exposure, uncertain investment re-
turns and pressure from rating agencies.

Most brokers accept the clubs do in-
deed need more money, but have sought 
to whittle down initial quotes from un-
derwriters and hold the line at half a 
club’s declared general increase.

Some observers earlier predicted 
club-hopping or perhaps splitting fleets 
between different clubs would be a fea-
ture of the latest round, as owners look 
to keep down bills, even at the risk of in-
curring release calls.

Few changes of hands, at least among 
major shipowners, are yet in the public 
domain but the situation is set to become 
clearer in the coming days and weeks.

Norway’s Gard said it had topped a re-
newal rate of 99.4% by adding a record 
17 million gross tonnes over the past 
12 months, the bulk of it in the renew-
al period. That brings its total owners’ 

mutual tonnage to 246 million gt. Chief 
underwriting officer, Bjornar Andresen, 
said: “The key theme of this renewal was 
consolidation. We saw many owners 
shifting more or all of their fleet to Gard. 
We have achieved a record amount of 
new business at renewal at prices that 
achieve a good balance between owners’ 
needs and underwriting profitability.”

But North is bracing itself for a fall in 
entered tonnage after what its chief ex-
ecutive, Paul Jennings, described as “a 
very demanding renewal for our P&I 
mutual business”.

However, the reduction is described as 
small and said to be result of a planned 
derisking exercise, implying a deliberate 
effort to part company with fleets with 
poor claims records.

Last year’s entry was reported by the 
club itself to be 160 million gt owned and 
in excess of 70 million chartered.

Newcastle-based North also pointed 
to what it described as “solid progress in 
raising premiums” better to reflect mar-
ket conditions.

Jennings highlighted the fact the re-
newal was the first in North’s 160-year 
history to have taken place virtually, 
without face-to-face discussions, on ac-
count of the coronavirus pandemic.

Nevertheless, the club had secured 
premium growth across all of its busi-
ness lines throughout the year and is 
projecting a significant increase over the 
past 12 months.

Chief underwriting officer, Thya Kathi-
ravel, added: “The challenges around 
securing the increase in P&I premiums 
we flagged up as necessary in November 
should not be underestimated.

“The market remains competitive, 
with owners understandably very sensi-
tive to costs. We have tried to recognise 
this in balancing our renewal outcome.”

North’s freight, demurrage and de-
fence business was strongly supported, 
with combined owned and chartered 
tonnage projected to be 185 million gt.

Its diversification lines are making an 

increased contribution to results, with 
the Sunderland Marine and North Hull 
lines achieving strong premium income 
growth and the fixed-premium P&I of-
fering ahead of target.

Meanwhile, Standard said it had seen 
some 95% of its expiring portfolio renew 
and has picked up a “small number” of 
new members, according to a statement.

Given its book ran to 155 million gt last 
year, according to brokers’ reports, that 
would indicate something like 7.5 mil-
lion gt did not renew. Unless that figure 
were offset by the gains, that would sug-
gest an overall loss of tonnage, although 
the statement does not specify figures.

There have been media reports that 
Hong Kong’s Wah Kwong Maritime 
Transport has shifted some ships from 
Standard to Skuld.

Many existing members have expand-
ed their entries and in a number of cas-
es consolidated their fleet into Standard 
from other clubs, the statement said. 
While the 2020/21 policy year is forecast 
to perform better than 2019/20, it is still 
anticipated to result in an underwriting 
deficit. “This is primarily due to the fre-
quency and cost of large claims arising 
within the International Group pool, 
which has affected all clubs, but it also 
reflects the general low level of premi-
um rating,” it said.

Standard’s defensively positioned in-
vestment portfolio made a contribution 
and reserves will remain above regula-
tory and rating agency requirements.

Mark Collins, director of underwrit-
ing at Standard, said: “We, like all clubs, 
have seen a greater frequency of expen-
sive market losses than predicted, which 
has had an impact on underwriting. We 
have successfully completed our renew-
al in line with the budget set by the board 
with a view to returning to breakeven 
underwriting, so we can continue to sup-
port our members in the long term.”

 
This article first appeared in Lloyd’s List, 
a sister publication of Insurance Day

BHSI names Neumann as head of casualty in Germany

US commercial insurer Berkshire Ha-
thaway Specialty Insurance (BHSI) has 
appointed Mathias Neumann as head 
of casualty for Germany, writes Stuart 
Collins.

With more than 20 years of industry 
experience in Germany, he joins from 
MSIG Insurance Europe. Neumann 
(pictured) worked at MSIG for 14 years, 

most recently as chief underwriter for 
casualty and specialties.

In the new post, he will be based in 
BHSI’s Cologne office.

“Mathias brings exceptional casualty 
expertise and local market knowledge 
to BHSI in Germany,” Andreas Krause, 
BHSI’s country manager for Germany, 
said.
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Compre to focus on RITC with 
new Lloyd’s syndicate: Bridger
Chief executive outlines syndicate approach as legacy specialist announces second RITC deal

Marc Jones
News editor

Compre’s new Lloyd’s 
syndicate 1994 is to 
concentrate on reinsur-
ance-to-close (RITC) deals 

and similar transactions.
Speaking to Insurance Day, Com-

pre’s chief executive, Will Bridger, 
said the syndicate is allowed to un-
derwrite existing Lloyd’s business 
only and in that context, Compre 
will focus on RITCs and loss portfo-
lio transfers where it can transfer 
specific lines of business and dis-
crete portfolios. 

Earlier this month, the compa-
ny launched Lloyd’s legacy syn-
dicate 1994 and unveiled its first 
Lloyd’s transaction, the reinsur-
ance-to-close (RITC) of Apollo syn-
dicate 1969’s 2017 and earlier years 
of account. Compre also entered 

into a strategic partnership with 
Apollo Syndicate Management to 
manage the syndicate and to work 
to build its Lloyd’s legacy platform.

Compre has now completed its 
second Lloyd’s transaction, the 
RITC of syndicate 3330’s 2018 year 
of account into syndicate 1994 and 
the purchase, subject to Lloyd’s ap-
proval, of the corporate member 
from a fund managed by Axa Lia-
bilities Managers. 

The transaction will see Compre 
acquire the Sportscover portfolio 
written between 2006 and 2014 

in Australia, Canada, the UK and 
Ireland, which provided accident, 
property, liability and related di-
rectors’ and officers’ (D&O) and 
professional indemnity cover to 
amateur sports organisations.

Syndicate 3330 is mainly backed 
by capital from the Axa DBIO II 
fund, with Coverys acting as the 
managing agent and Axa Liabil-
ities Managers acting as run-off 
managers.

According to Bridger, Compre 
had considered getting into the 
Lloyd’s legacy market in the past. 
In early 2019 it had been offered 
an opportunity to consider acquir-
ing the Charles Taylor Managing 
Agency and Standard Club syndi-
cate, but Compre did not proceed 
to close that deal.

“As a business, before 2019 we 
were mainly focused on conti-
nental Europe and the UK and we 
didn’t feel we had the bandwidth 
– either the management or capi-
tal – to move into the Lloyd’s legacy 

market,” Bridger said. “There was 
enough business for us in Europe 
to keep us busy.”

That changed later in 2019, when 
Compre put into place growth 
plans, focusing on the largest leg-
acy market in the world – North 
America – which matched the com-
pany’s US casualty expertise. Bridg-
er said this was a natural extension 
of Compre’s strategy. In 2019, it 
planned its US market entry, which 
came to fruition last year, and then 
following this, Compre started to 
consider Lloyd’s again.

Compre considered opportuni-
ties to acquire a Lloyd’s managing 
agency and the company looked at 
several possibilities, including the 
Charles Taylor/Standard Club deal 
it did not proceed with.

According to Bridger, the reason 
for not acquiring a managing agen-
cy was primarily cost efficiency. 
“You need a certain critical mass to 
operate a legacy managing agen-
cy, and so we started talking with 

Apollo Syndicate Management 
about the possibility of working 
together to leverage our respective 
expertise,” he said. 

“We decided to partner with 
Apollo, a third-party managing 
agency looking to grow. We know 
the team well, we like them and 
trust them. They have good exper-
tise and were looking to broaden 
their income base. This was really 
about establishing a joint venture 
where Compre brings the legacy 
expertise (claims and capital) and 
Apollo brings the Lloyd’s expertise. 
They already have all the intercon-
nections with Lloyd’s, which are 
various and complex.”

Bridger pointed out that as Com-
pre has leveraged Apollo’s exper-
tise, it does not need to build or 
run the syndicate. “We’ll do what 
we’re good at – bring capital to the 
market, our run-off knowledge 
and focus on claims management,” 
he said. “We’re very pleased with 
the outcome.”

Conduit Re ‘off to flying start’ as 
it books small loss for 2020
Conduit Holdings’ executive 
chairman, Neil Eckert, said the 
reinsurer has got off to a “flying 
start” as it announced a prelim-
inary loss of $4.6m for the peri-
od up to December 31, 2020 on 
the back of its launch expenses, 
writes Lorenzo Spoerry.

The loss figure, which equates to 
a negative return on equity of 0.4%, 
includes the cost of its initial pub-
lic offering, which raised £790m 
($1.11bn), and some expenses from 
its first month of operation.

A further $45.5m in expenses 
related to Conduit’s capital raise 
was booked straight to equity.

“Conduit Re has got off to a 
flying start,” Eckert said. “It is 
an exciting time to be building  
a new reinsurance business and 
we couldn’t have asked for a 
better beginning to the establish-
ment of Conduit as a new breed  
of reinsurer.”

Conduit commenced underwrit-

ing on January 1 and wrote $160m 
of premium at that renewal.

The carrier focused on quo-
ta-share reinsurance treaties at 
January 1, but at upcoming re-
newals it is expected the firm will 
write more excess-of-loss to deliv-
er a “balanced” portfolio across 
all classes and territories.

Trevor Carvey, Conduit’s chief 
executive and chief underwrit-
ing officer, said the firm had seen 
“wide acceptance by broker and 
clients alike”.

“We are the beneficiaries of at-
tractive and improving market 
conditions in the classes of busi-
ness we are targeting, which al-
lows us to remain highly selective 
in the way we deploy our capital, a 
hallmark of the Conduit Re under-
writing philosophy,” Carvey said.

“The underlying pressures driv-
ing improvements in both rates 
and terms are coming from the 
primary markets and permeat-

ing at an increasing rate into the 
reinsurance markets. We believe 
this will lead to a more sustained 
improvement, taking into account 
the many factors that led to dete-
riorations in industry loss ratios 
in recent years.”

Jefferies analysts said Conduit’s 
set-up costs were in line with ex-
pectations, adding the most recent 
pricing data suggested the group’s 
underwriting plans are correct.

“With insurance rates rising 
even faster than reinsurance rates, 
up 22% year-on-year, it seems to 
us Conduit’s decision to position 
47.3% of its business in quota-share 
contracts (as well as excess-of-loss) 
has been vindicated,” the Jefferies 
analysts said. “By writing these 
contracts, Conduit can partici-
pate in the business of its cedants, 
where rates are rising fastest.”

They added: “Furthermore, 
with prices rising in every busi-
ness line and almost all geogra-

Chubb to lead 
insurance for 
Covax facility

Chubb has signed an agreement 
with the World Health Organiza-
tion (WHO) to administer and in-
sure a compensation scheme for 
the Covax Covid-19 vaccine facili-
ty, writes Stuart Collins.

The compensation plan will 
cover claims for serious side ef-
fects in people in 92 lower-in-
come countries that are due to 
get Covid-19 vaccines via the Co-
vax sharing scheme.

Chubb will “support the Covax 
facility through its global network 
and claims handling ability”, the 
WHO said. It is also working with 
Chubb to secure insurance cov-
erage for the programme with 
Chubb as lead insurer.

The WHO said the scheme was 
the first and only vaccine injury 
compensation mechanism operat-
ing on an international scale. “As 
with all medicines, even vaccines 
that are approved for general use 
may, in rare cases, cause serious 
adverse reactions,” it said.

Will Bridger says ‘Compre  
brings the legacy expertise 
and Apollo brings the Lloyd’s 
expertise’ in partnership

phies, it seems to us Conduit’s 
decision to underwrite risks in a 
wide variety of business lines and 
geographies has also been vindi-
cated. By splitting the portfolio 
across property, specialty and ca-
sualty and largely between the US 
and Europe, Conduit has spread 
its risk globally.”

So far, this year has seen an on-
going winter storm in Texas, cost-
ing up to $20bn, and a Japanese 
earthquake costing up to $5bn, 
events that could put further up-
ward pressure on rates at the Jap-
anese renewals in April and the 
US renewals in the summer.

Conduit also announced Sir 
Nicholas Soames, a former UK 
government minister, has agreed 
to chair the newly established 
Conduit Foundation, which will 
engage in both social and envi-
ronmental projects. Eckert said 
Conduit is “working hard on our 
ESG strategy”.



ANALYSIS
 www.insuranceday.com | Wednesday 24 February 20214

Indian FDI limit lift set to drive 
specialty insurance growth
The coronavirus pandemic has made Indian businesses more risk-conscious and appreciative 
of the value of niche insurance solutions that are not provided for by standard products

Rasaad Jamie
Global markets editor

These are interesting 
times for the commer-
cial and specialty risk 
insurance market in 

India, where the Covid-induced 

economic slowdown is testing 
the financial resilience of local 
players, prompting government 
plans to inject capital into three 
state-owned insurers. In the pri-
vate sector, solvency concerns 
are said to be driving merger  
and acquisition (M&A) activity 
among some companies, while 
others are planning public list-
ings to raise capital.

However, earlier this month 
the Indian government, in its 
2021/22 budget announcements, 
proposed to raise the foreign 
ownership limit on insurers to 
74% from 49%. This would allow 
foreign investors to hold major-
ity stakes in Indian insurance 
companies for the first time. This 
follows the implementation last 
year of a law to permit full for-

eign ownership in insurance in-
termediaries and other service 
providers, including insurance 
agents, brokers, loss assessors 
and surveyors, where the foreign 
ownership limit was similarly  
set at 49%.

India’s relaxation of foreign 
ownership restrictions in the re/
insurance sector corresponds 
with a trend of deregulation of 

the sector in some other Asia- 
Pacific countries over the past 
few years, as governments in the 
region increasingly see the liber-
alisation of the insurance sector 
as an important part of attaining 
their broader economic and so-
cial objectives.

The Indian government is as 
focused on the macro-economic 
benefits of foreign direct invest-

India’s government is as 
focused on the macro-
economic benefits of foreign 
direct investment as it is 
on the expansion of the 
country’s insurance industry 
Sapsiwai/Shutterstock.com
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ment (FDI) as it is on the expan-
sion of the country’s insurance 
industry, according to Sakate 
Khaitan, founder and senior 
partner of Khaitan Legal Asso-
ciates, a law firm with offices in 
Mumbai and London specialising 
in insurance M&A in India. “The 
insurance sector is expected to 
play a big role in the economy 
and to channel household sav-
ings into long-term investments,” 
Khaitan adds.

Capital inflows
But whatever the negative im-
pact of Covid on the insurance 
sector, the expectation is the 
relaxation of foreign ownership 
rules will attract significant FDI 
capital inflows and expertise 
and promote competition within 
the insurance sector.

The move complements the de-
cision to allow foreign reinsurers 
to operate directly in the market, 
changing it from a monopoly of 
the state reinsurer, the General 
Insurance Corporation (GIC), to 
one in which global reinsurers 
are growing their market share. 
“The accompanying laws allow-
ing 100% ownership of licences 
by international brokers will 
also help in the market gaining 
traction, and attract more insur-
ers and reinsurers onshore,” CB 
Murali, chief executive of Allianz 
Global Corporate & Specialty In-
dia (AGCS India), the local rein-
surance operation established by 
the Allianz group in 2019, says.

The pandemic seriously tested 
the risk management practices of 
Indian businesses. What began as 
a health crisis quickly unfolded 
into a business crisis, with Covid 
raising short- and long- term 
challenges for both carriers and 
brokers. Insurers faced an unprec-
edented combination of opera-
tional and procedural challenges, 
revenue dips, higher claims and 
depleting reserves, Khaitan says. 
“This is in addition to the ongoing 
pressure on local carriers to come 
up with more innovative solu-

tions to meet both the regulatory 
and growing insurance coverage 
requirements faced by the entire 
country,” he adds.

But after initially struggling 
with the pandemic and non- 
availability of casual and mi-
grant labour immediately after 
lockdown, many Indian business-
es have gradually moved back to 
normal operation. For Murali, the 
recovery is reflected in the stock 
market performance and inves-
tor outlook. “Also, the run of the 
hard market has helped primary, 
including specialty lines, carriers 
to achieve positive rate changes 
and to maintain stable revenues 
and earnings, which has benefit-
ed reinsurers,” Murali adds.

AGCS India expects the 2021/22 
financial year will produce in-
creased insurance sector growth, 
and opportunity for global carri-
ers, on the basis that India 
will get over the pan-
demic and given 
the government’s 
focus on pro-
moting Indian 
manufacturing 
and infrastruc-
ture develop-
ment. “Large 
projects and 
higher turnover by 
corporate clients are 
expected to produce oppor-
tunities for global brokers and 
carriers,” Murali says.

Indeed, non-life insurance pre-
mium growth in India is widely 
expected to remain in positive 
territory, despite predictions of a 
7.4% contraction in GDP for 2020 
due to the coronavirus pandem-
ic. This, according to Murali, will 
allow reinsurers such as AGCS 
India to improve the risk quality 
and structure of their portfolios.

This perception of opportuni-
ty amid the challenges is echoed 
by international brokers such as 
New Dawn Risk, which has been 
operating in India since 2009, ini-
tially focusing on large faculta-
tive reinsurance placements, but 

which, in 2014, began offering 
treaty solutions as well.

Aditya Singh, a treaty analyst 
at New Dawn Risk, says the pan-
demic has not had a noticeable 
impact on the firm’s business in 
India. “In fact, in 2020, we actu-
ally managed to grow our Indian 
business, especially on the agri-
cultural side. When Covid hit, we 

were able to react very 
quickly to ensure  

u n i n t e r r u p t e d 
client service,” 

Singh adds.
New Dawn 

Risk’s primary 
focus has been 
on casualty 

and liability. 
But, more recent-

ly, the firm has also 
been looking at spe-

cialty classes in India as cli-
ents become more risk aware, not 
least as a result of the pandemic. 
“These classes include cyber and 
agriculture, for example, where 
we look at developing niche solu-
tions the larger providers don’t 
have out-of-the-box products for. 
We see tremendous opportuni-
ties for growth. In a country with 
such low insurance penetration 
and acute need for more special-
ty insurance lines, the only way is 
up,” Singh says.

Although overall non-life insur-
ance premium income is expect-
ed to remain positive for 2020, 
there are significant variance for 
individual lines of business; al-
though there is no doubting the 

healthy growth shown over the 
past year by the commercial lines 
segment on the back of prima-
ry market rate correction after 
years of softening following the 
detariffication in 2007.

Mukul Kishore, chief exec-
utive of Scor India, however, 
advises caution. He says the 
performance of the individual 
companies in the market varied 
enormously last year. “As a re-
insurer, we only get to see the 
actual impact on our portfolio 
after some time. At this point,  
we need to wait for a while to 
have a clearer picture for this fi-
nancial year – that is, April 2020 
to March 2021.”

Supporting measures
But while the insurance sector 
FDI proposals in the recent bud-
get are seen as significant and 
positive for India’s insurance 
industry, some commentators 
are calling for them to be accom-
panied by specific supporting 
measures. Murali, for example, 
wants to see the introduction 
of measures that increase the 
ease of doing business in In-
dia for foreign insurers and re-
insurers. “This includes the 
granting of tax status parity for  
foreign branches, which have a 
competitive disadvantage, hav-
ing to pay higher taxes as op-
posed to locally incorporated 
insurance/reinsurance compa-
nies,” Murali says.

There is also concern that, de-
spite the increase in the FDI lim-
its, the Indian government wants 
control of foreign majority- 
owned insurance companies to 
remain with resident Indian cit-
izens by imposing a requirement 
that the majority of directors on 
the board of a company and key 
management personnel have to 
be resident Indians. According to 
AM Best, for example, this may 
be a limiting factor for foreign 

insurers looking to hold a ma-
jority interest.

But the chief executives 
of foreign carriers operat-
ing in India spoken to by 
Insurance Day do not see it 
as a cause for concern. Mu-

rali points out the proposals only 
say the majority partners should 
nominate resident Indian citi-
zens to the board and executive 
management. “As I understand it, 
this does not mean management 
control by the Indian partners 
or shareholder and, as such, this 
should encourage foreign compa-
nies to invest in India, especial-
ly given the abundant supply of  
local talent and experience,”  
Murali adds.

In Khaitan’s view, the so-called 
“control” requirement should not 
be a cause of concern to foreign 
direct investors in the insurance 
sector, given the huge pool and 
the international outlook of the 
management talent available in 
the Indian market.

For others, it is a question of 
wait and see on how the frame-
work for insurance in India 
ultimately develops. Kishore 
says this is not least because the 
legislation – the Insurance Act 
Amendment Bill – has yet to be 
introduced in parliament and, 
given the slow and unpredictable 
nature of the legislative process, 
it would be premature to draw 
inferences until the act is passed.

Instead, global carriers should 
focus on the developments and 
the opportunities in the market, 
according to Kishore. The Indi-
an market is under-penetrated 
and offers immense potential 
for growth during the next five  
years and beyond. All of the in-
dustry’s stakeholders – govern-
ment, the regulator, the primary 
insurers and the reinsurers – 
are committed to bridging the 
protection gap by offering new, 
affordable and innovative insur-
ance coverage.

“The Indian economy is one of 
the fastest-growing large econo-
mies and is expected to that level 
of economic growth for several 
years,” Kishore says. “This is to-
gether with favourable demo-
graphics, including the fact 50% 
of the population are below 25 
years old, not to mention a large 
middle class, which by itself will 
drive the consumption of finan-
cial products, including insurance 
and reinsurance products.” n

‘The insurance sector is 
expected to play a big role in 
the economy and to channel 
household savings into long-
term investments’
Sakate Khaitan
Khaitain Legal Associates

‘The accompanying laws 
allowing 100% ownership 
of licences by international 
brokers will also help in the 
market gaining traction, 
and attract more insurers 
and reinsurers onshore’

CB Murali
AGCS India

74%
New Indian 

foreign-ownership 
limit on  
insurers 
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Pricing cyber risk properly is 
about more than raising rates
For carriers to increase prices and restrict cover as the frequency and severity of cyber 
attacks increase would be a short-term and unsustainable solution

Caspar Stops
Optio Group

The honeymoon is over. In 
the past 20 years, cyber 
insurance has developed 
from humble beginnings 

into an increasingly common-
place and necessary purchase for 
commercial organisations.

Cyber is by any measure still a 
drop in the ocean of overall insur-
ance premiums, but it will contin-
ue to grow. As with any emerging 
product or service, the naysayers 
weighed in on several fronts. We 
are past that point now but the 
question remains: what is the 
price of that risk?

A global pandemic in a digital 
age has in many ways exacerbated 
the issues, but cyber attacks were 
already increasing in frequency 
and severity long before Covid-19. 
We are all well accustomed to 
making our physical business op-
erations safe and secure but is the 
same true of our remote business 
operations? Experience leads us 
to conclude otherwise.

Insurance can often and quite 
rightly be maligned for its defi-
ciencies, but the insurance mar-
ket also drives improvements in 
risk management. If you cannot 
insure a house without a lock on 
the door, why should it be any dif-
ferent for intangible assets?

Reactionary pricing
As cyber attacks increase and 
insurers catch up, an immedi-
ate action for many will be to in-
crease prices, restrict cover and 
only insure certain types of busi-
ness or those with particular risk 
characteristics. But this is a short-
term and unsustainable solution, 
where instead of growing, cyber 
insurance could start to stagnate. 
Longer term, a more considered 
reaction will be required.

As the cyber threat facing busi-
nesses grows, could a product be 
developed to provide coverage for 
both first- and third-party loss-
es, with specialised products for 
some of its existing broad constit-
uent parts?

For underwriters, insurers, 
managing general agents (MGAs) 
and brokers, data quality, quantity, 
relevance and accessibility are es-
sential to drive decisions that will 
shape the design and, ultimately, 
the price of cyber risk coverage.

Integration with analytics pro-
viders and other third-party ex-
perts is part of a new, data-driven 
ecosystem that delivers essential 
intelligence. This, in combination 
with the emerging fields of data 
science, allows data to be struc-
tured to build models and projec-

tions with increasing degrees of 
statistical confidence. 

Underwriters must progressive-
ly engage with big data projects, 
overlaying analytics and specialist 
insight to assist human interpre-
tation. This data-driven decision- 
making deepens and augments 
underwriting processes to facili-
tate a far better understanding of 
risk management within any port-
folio, not just cyber.

Cyber aggregation
The recent SolarWinds hack, 
which one Microsoft executive 
reportedly called a moment of 
reckoning for the entire securi-
ty industry, served as a remind-
er that the threat of aggregation 
risks, while not new, remains a 
very real danger.

Aggregation risk is likely to 
grow as businesses across all sec-
tors look to increasingly connect 
and share data with other busi-
nesses for a variety of benefits. 
This underlines how critical it 
is that underwriters have high- 
quality, reliable data sets and the 
ability to convert these into intel-
ligence capable of driving under-
writing decisions.

As the variants of cyber risk 
continue to morph, the big ques-
tion is: what is the true price of 
cyber insurance?

Collectively, the combination 
of issues facing insurers today 
amounts to a moment of truth 
for cyber insurance. However, in 
such adversity, there is also tre-
mendous opportunity. Insurance, 
perhaps more so than many other 
industries, has always been chal-
lenged to innovate and rarely has 
there been a greater need or a bet-
ter opportunity to do so than now.

Existing and emerging cyber 
threats will seriously test our met-
tle in that regard. Insurers, MGAs 
and brokers that do not innovate, 
are slow to adapt and remain stat-
ic are unlikely to survive.

Future success will belong to 
those that respond to the urgent 
need for innovation and change 
now and do so as part of a da-
ta-driven ecosystem that makes 
the intangible intelligible for the 
benefit of their policyholders, 
capital backers, capacity partners 
and shareholders. n

Caspar Stops is head of cyber at 
Optio Group

Insurance, perhaps more so 
than many other industries, 
has always been challenged to 
innovate and rarely has there 
been a greater need or a better 
opportunity to do so than now

Sergey Nivens/Shutterstock.com
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The settlement of hydroelectric plant claims is inherently complex but the challenges are 
multiplied in Latin America, given the remote locations and abundance of threats

Peter Ravey
Sedgwick

Assessing the loss from 
damage to hydroelec-
tric plants is always a 
delicate matter in Lat-

in America and the management 
of the resulting claims always 
takes priority.

There are many factors guiding 
the claims management process. 
First, and foremost, is the fact the 
hydroelectric power sector is of 
such strategic importance in the 
region. In 2015, hydropower ac-
counted for around 80% of the re-
newable energy mix and met 50% 
of the continent’s total electricity 
needs, according to figures from 
the International Energy Agency 
(IEA) and ABN Amro.

Incidents occurring at these 
plants may result from natural 
catastrophe losses, such as flash 
floods. These incidents may result 
in a wide variety of claims, such 
as property damage, business in-
terruption and/or advanced loss 
of profits.

One recent case involved a flash 
flood which caused damage to 

a triple hydro plant complex in 
Peru. The damage was caused by 
an exceptional event of high river 
water flow – uncommon in that 
area – at the project site, occur-
ring at a time when construction 
works, testing and commissioning 
for the three plants were nearing 
completion. As a result, the policy-
holder made property damage and 
delay claims for physical damage 
to these facilities – the three “run-
of-the-river” hydroelectric plants 
– and associated advance loss of 
profit. A further complication was 
the plants are located at a remote 
location on a river in a steep-sided 
valley in the Andes forming part of 
the Amazon Basin.

The main challenge with the 
claim concerned issues surround-
ing the requirements to satisfy 
the countries’ power network 
operators. The plants are inter-
connected and had to be installed 
on to the power grid. The time 
taken to accomplish this can, 
typically, be 18 to 24 months and 
the installation process should 
be started well in advance of the 
scheduled connection date of the 
plants within the system.

This scheduling feature affected 
the advanced loss of profits ana-
lysis in respect of the time taken 

for completion of the required 
electrical analysis, which was 
shown to be causing the delay to 
the commercial operation of the 
plants, rather than repairs to the 
damaged works. This affected the 
determination of the advanced 
loss of profits indemnity.

Challenges in the market
This case illustrates the impor-
tance of hydroelectric power in 
electricity production for the con-
tinent. Crucially, it also highlights 
some of the challenges that, as a 
profession, loss adjusters may face 
when dealing with infrastructure 
claims. It is not uncommon for 
hydroelectric plant claims to each 
have their individual specific 
features, making claims analysis 
complex. This might be geological 
aspects of the facility, design as-
pects or other factors.

However, there has been a 
hardening of the market for hy-
droelectric plants due to large 
claims over the past few years. 

This trend means it has become 
difficult for insureds to obtain 
construction insurance, to the ex-
tent that some companies have 
withdrawn from this sector.

In addition to floods, there are 
other natural threats in the region 
that subsequently have an impact 
on the claims market in Latin 
America. Volcanic eruptions in 
the past have threatened hydro-
electric plants. For instance, there 
have been two such cases about 
10 years ago. Landslides and col-
lapse of glaciers have also led to 
failure of natural dams upstream 
of hydro plants.

Impact of Covid-19
The Covid-19 pandemic has se-
verely affected the entire world 
for more than a year and Latin 
America is no different. As of 
February 5, 2021, the region had 
reported close to 19 million cases 
and more than 609,000 deaths.

Certain countries in the conti-
nent, such as Peru, have imposed 

various levels of restriction de-
pending on the local surge in cas-
es, with measures ranging from 
curfew, mobility restrictions and 
social distancing measures. Oth-
er countries, including the likes 
of Brazil, try to balance recovery 
and boosting the economy while 
maintaining measures and trav-
el restrictions; local authorities 
implement their own plans and 
commercial activity has resumed 
in various parts of the country.

We have witnessed a surge in 
claims for insurers and their cli-
ents, in various sectors and lines 
of business as a direct result of 
the pandemic. The construction 
sector is one of such industries to 
have been particularly disrupt-
ed. Health and safety measures 
and social distancing have led to 
delays in construction works, or 
even cancellation of other proj-
ects, resulting in significant losses 
for related businesses.

Finally, Covid-19 caused disrup-
tion in the film industry too, and 
we have received many claims re-
sulting from cancellation of mov-
ie productions. n

Peter Ravey is director of the 
Latin America and Caribbean 
region at Sedgwick

Hydroelectric claims increase pressure 
on regional construction market

In addition to floods, there are other 
natural threats in the region that 
subsequently have an impact on the 
claims market in Latin America

Assessing loss is a delicate 
matter when plants straddle 
national borders such as the 
Itaipu Dam, which is on the 
Brazil-Paraguay border 
Matyas Rehak/Shutterstock.com



Aviva agrees sale of its 
French business
Aéma Groupe to 
pay €3.2bn for 
the business

Stuart Collins
Journalist

Aviva has agreed to sell 
its insurance business 
in France to Aéma 
Groupe for €3.2bn 

($3.89bn) in cash.
The UK insurer said the sale, 

which includes Aviva’s French gen-
eral insurance, life and asset man-
agement businesses, is a major 
step forward in the group’s strate-
gy to focus on its core businesses in 
the UK, Ireland and Canada.

The deal will strengthen Aviva’s 
capital and liquidity with an in-
crease in excess capital of around 
£2.1bn and cash of £2.8bn. 

Analysts at Moody’s said the 
sale was “credit positive” for 
Aviva, as it will “strengthen the 
group’s financial position and 
support its deleveraging plans, 

while reducing volatility in the 
group’s Solvency II ratio upon 
exit of the interest rate-sensitive 
French life business.”

But there was a downside to 
the deal, they added. “More neg-
atively, the sale will result in 
diminished scale and diversifi-

cation for the group, increasing 
the group’s reliance on its three 
core markets, while the purchase 
consideration reflects a meaning-
ful discount to current net asset 
value, crystallising the negative 
impact of low interest rates on 
this book of business.”

Amanda Blanc, chief executive 
of Aviva, said: “The sale of Aviva 
France is a very significant mile-
stone in the delivery of our strat-
egy. The transaction will increase 
Aviva’s financial strength, remove 
significant volatility and bring 
real focus to the group.”

Climate change presents a ‘serious 
challenge’ for re/insurers: Fitch
Insurance companies have been 
urged not to underestimate the po-
tential for adverse underwriting 
claims development for natural 
catastrophes, writes David Freitas.

The unreliability and scar-
city of data related to natural 
catastrophe claims should lead 
insurers to devote themselves to 
developing more robust models, 
Fitch Ratings said. 

Climate change is one of the 
most significant risk factors and 
poses a “serious challenge” to the 
re/insurance industry, the rating 
agency said. 

“The frequency and severity of 
natural catastrophes is expected 
to increase further. This raises the 
question of how the re/insurance 
industry can respond to this long-
term event.”

Insurers are therefore faced 
with the challenge of responding 
to this volatility while the indus-
try grapples with a lack of data 
pertaining to past claims.

Fitch suggested re/insurers 
continue to work on collecting 
claims data to strengthen their 
models. This could be achieved by 
partnering with regulators, rein-

surance companies or modelling 
firms that possess the data capa-
bilities to help the industry pre-
pare for the challenge.

Despite this, the rating agen-
cy said re/insurers are “well 
equipped” to manage risk from 
climate change as they adapt their 
risk management strategies.

Because the industry has a 
“toolbox at hand” to manage 
risk, climate change should have 
a minimal impact on companies’ 
ratings, Fitch said.

It also warned natural ca-
tastrophe risk could become less 

Axis Re expands 
mortgage team 
with senior hire
Axis Re, the reinsurance business 
of Axis Capital Holdings, has ap-
pointed Kavan Tucker as senior 
mortgage underwriter, writes  
David Freitas.

Tucker, who will be based in 
Bermuda, was most recently a 
partner at re/insurance platform 
start-up Diam. His experience also 
includes positions at Axa XL, Am-
Trust Financial and Flagstone Re.

In the new role, Tucker will 
help develop and maintain the 
profitability of the reinsurer’s 
mortgage book of business. He 
will focus on boosting the com-
pany’s transactions related to US 
government-sponsored enterpris-
es and mortgage insurers.

Ann Haugh, Axis Re’s global 
markets president, said Tucker’s 
expertise in specialty, property 
and insurance-linked securities 
will be instrumental in driving 
forward the company’s strategy.

Last month Axis Re brought in 
Katie Partington Howarth to be 
its chief underwriting officer and 
head of the reinsurance products 
division.

Pereira joins ILS 
team at SRS

Strategic Risk Solutions (SRS) has 
appointed Anna Pereira to the 
newly created position of senior 
vice-president, insurance-linked 
securities (ILS), writes Marc Jones.

Pereira will take up her new 
role on March 1. Based in Ber-
muda, she will be responsible for 
supporting SRS’s ongoing expan-
sion in the ILS and fund adminis-
tration sectors.

Pereira has more than 25  
years of experience in the insur-
ance, reinsurance, alternative 
risk transfer and capital markets 
in Bermuda.

Pereira was previously head 
of treasury for Horseshoe Group 
and before that was head of cap-
tive and insurance banking at 
HSBC Bank Bermuda.

She is a director and co-found-
er of Mana Consulting and for the 
past six years has specialised in 
ILS and collateralised reinsurance 
for transformer entities and front-
ing carriers.

insurable in the future, as the 
frequency and severity of dam-
ages, combined with econom-
ic wealth creation, results in a 
rise in “insurance density” that 
requires increasing amounts 
of capital to insure the same 
amount of risk exposure.

“In consequence, they will need 
to raise their tariffs to be able to 
meet their return on capital re-
quirements, something that will 
encounter increasing problems 
as clients may be unwilling or 
unable to pay for natural catastro-
phe protection,” Fitch said.

Amanda Blanc says the 
sale ‘will increase Aviva’s 
financial strength, remove 
significant volatility and 
bring real focus to the group’
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