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A definition of reinsurance

“Reinsurance is insurance for insurance companies.”

More precisely, “Reinsurance is the transfer of part of the risks that a direct insurer assumes by
way of insurance contract on behalf of an insured, to a second insurance carrier, the reinsurer,
who has no direct contractual relationship with the insured.”

Policyholders Direct insurer Reinsurer
Policies takes on takes on
hazards and hazards and
risks from the risks from the
policyholders direct insurer
8308 33588 20938
[0)0]0]0]0) —> [©]0]0]0]0)] e QO
0000 o000 OO O
0)0]0]0]0) 00000 Q0000

Transfer of risk to
the direct insurer

Transfer of risk to
the reinsurer



Moderador
Notas de la presentación


Ciclo de reaseguro: 

Asegurado  Compañia de directo  Reaseguradora -> Retrocesión a otra reaseguradora
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Why is there a need for reinsurance?

Q RISk transfer

...to allow the ceding insurance company to write and assume individual risks that are

greater than its capital size would allow. Reinsurance also protects insurers against
catastrophic losses.

Q Substitute for risk capital

...to lower capital costs. Investors expect an adequate return on their investment.

Q /ncome smoothing

..o smooth out the financial results of an insurance company, making them more

predictable by absorbing larger losses. This enables easier business planning and
financial projections.

Q Provide expertise to cedents


Moderador
Notas de la presentación
1- ) Concepto "Pleno de retención": Importe máximo de riesgo que conserva la Entidad aseguradora de directo, equivalente al de la mayor cantidad que puede asumir sin poner en peligro su estabilidad económica.

2-) Financiación de las compañías: endeudamiento y capital -- In 2012, return on equity for Swiss Re was 13.4%.
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Types of reinsurance

O Facultative versus treaty reinsurance

Facultative reinsurance is reinsurance for individual risks. The direct

insurer chooses freely which particular, individual risks he wants to offer to
a reinsurer.

Treaty reinsurance is reinsurance for entire portfolios: automatic reinsurance.
O Proportional versus non proportional reinsurance

With the proportional insurance the direct insurer and the reinsurer divide

premiums and losses between them at a contractually defined ratio (quota
shares and surplus).

With non-proportional reinsurance the reinsurer assumes a defined tranche
of the risk (excess of loss or stop loss).
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Part of the reinsurer

Losses

,.-"'f/f/

Retention of the insurer

Proportional Non-proportional



Moderador
Notas de la presentación

Definición de suma asegurada: Valor atribuido por el tomador de un contrato de seguro a los bienes cubiertos por la póliza. En caso de siniestro, es el importe máximo que está obligado a pagar el asegurador.


Examples

1. Porportional treaty - Quota share

Direct insurer's retention 70%
Reinsurance quota share 30%
Sum insured ({3} of the insured object 10 million
Direct insurer retains 70% of the exposure 7 million
Reinsurer assumes 30% of the exposura 2 million
Premium rate is 2%- of the S 20000
Direct insurer retaing 70% 14000
Reinsurer receives 30% 6000
Loss & million
Direct insurer pays 70% 4 2 million
Reinsurer pays 30% 1.8 millicn

Reinsurer's
quota share
30%

Direct insurer's
retention
70%

8
E
E
=
g
g
E
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Risk sharing under a quota share treaty

Policies
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Examples
2. Non proportional treaty - XL

After application of all proportional reinsurance covers, a direct insurer’s
retention is 8 million. To further protect his retention from major loss, he
then buys a WXL/ R cover of 6 million xs (in excess of) 2 million.

Loss event 1:
A fire leaves the direct insurer with a loss of 1 million for his own account .

MNet losses

Direct insurer 1 million

WXL/R reinsurer Zero (The 2 million deductible was not exceeded.)
CatXL reinsurer Zero (The 4 million deductible was not exceeded.)

Loss event 2:
A major fire leaves the direct insurer with a loss of 7 million for his own account.

Net losses

Direct insurer 2 million (ie the WXL/R deductible)

WXL/R reinsurer 5 million

CatXL reinsurer Zero (The direct insurer’s net loss has been reduced to 2 million by the WXL/R cover, and

is thus smaller than the CatXL deductible.)


Moderador
Notas de la presentación
WXL/R = “working XL per risk”: each claim incurred for each individual risk can trigger the cover.
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Reinsurance market

Who are the largest reinsurers?

Top reinsurers based on gross premiums written as of the end of the 2011 fiscal year (U.S.
millions):

1 Munich Reinsurance Company 33,719
2 Swiss Reinsurance Company Limited 28,664
3 Hannover Rueckversicherung AG 15,664
4 Berkshire Hathaway Inc. 15,000
5 Lloyd's 13,621
6 SCORS.E 9,845
7 Reinsurance Group of America Inc. 7,704
8 China Reinsurance (Group) Corporation 6,179
9 PartnerRe Ltd. 4,621
10 Korean Reinsurance Company 4,551
11 Everest Re Group Ltd. 4,286
12 Transatlantic Holdings, Inc. 4,035
13 MAPFRE RE, Compania de Reaseguros, S.A. 3,407
14 London Reinsurance Group Inc. 3,117
15 Assicurazioni Generali SpA 2,674

Source: www.insurancenetworking.com
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Moderador
Notas de la presentación

Preguntar qué reaseguradores conocen antes de enseñar cuadro.
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Introduction to Swiss Re

Swiss Re is a leading and highly diversified global re/insurance
company

150 years of experience in pro’viding wholesale re/insurance and risk
management solutions

We deliver both traditional and innovative offerings in Property & Casualty
and Life & Health that meet our clients’ needs

A pioneer in insurance-based capital market solutions, we combine financial
strength and unparalleled expertise for the benefit of our clients

Our financial strength is currently rated:
Standard & Poor’s: AA-/stable; Moody's A1/positive; A.M. Best: A+/stable

Source: Swiss Re, Investors presentations



Moderador
Notas de la presentación
Innovative offerings: por ejemplo, acuerdos VIF (Value in force)  situación actual del sistema bancario en España, que busca soluciones de capital para cumplir con los requisitos de Basilea 3.

Insurance-based capital market solutions: por ejemple, ILS (Insurance Linked Securities); there of:

 - CAT bonds (or catastrophe bonds):  reinsurance of high severity, low probability events. These include cover for natural disasters and other uncontrollable events
 - Longevity Swaps: derivative contract that offsets the risk of pension scheme members living longer than expected.





Swiss Re
Swiss Re is broadly diversified by '"
geography and product line...
Net premiums earned 2012 (USD 25.5 bn)
by region (in USD bn) ... and by business segment:
Admin Re®
Corporate 8%

Solutions

8%
P&C Re
49%
L&H Re
35%

B Swiss Re benefits from geographic and business mix diversification and has the ability
to reallocate capital to achieve profitable growth

Source: Swiss Re, Investors presentations
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Moderador
Notas de la presentación

Diversificación tanto geográfica como de negocio: clave en reaseguro. Reducida concentración de riesgos Permite reducir capital y, por tanto, costes. 

Distinción entre Vida y No vida…

Qué es más rentable: el negocio de Vida o de No vida?

FY 2012
P&C Reinsurance
Premiums earned (USD millions)
12,329
Return on equity �26.7%

L&H Reinsurance
Premiums earned and fee income (USD millions)
9,122
Return on equity�8.9%
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..leading to significant capital benefits
Standalone shortfall based on 1-year ... results in a Group capital requirement after
99% Tail VaR of USD 27.5 billion'... allowing for diversification of USD 16.6 billion.

Diversification

1 Simple sum, as of 31 Dec 201 2. prior to diversification; both pre- and post-diversification capital requiremenits are
for internal model and disclosed in 2012 annual report

Source: Swiss Re, Investors presentations

14
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Notas de la presentación
Riesgos en el marco de Solvencia 2: Riesgo de seguros (vida –más fallecimientos de los estimados- y no vida –más accidentes de coches-); Riesgo de crédito (e.j. el reasegurador no cumple con sus pagos hacia la aseguradora); Riesgo de mercado (e.j. caída de bolsa).


Definición de Value at Risk: Percentil

Given a confidence level apha €(0,1) , the VaR of the portfolio at the confidence level is given by the smallest number l such that the probability that the loss L exceeds is at most (1-alpha). Mathematically, if L is the loss of a portfolio, then VaR (L) is the level alpha-quantile, i.e.

Tail VaR = Expected Shortfall
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Mathematical definitions: VaR and Tail VaR

Probability distribution, density p(x),
of outcomes (suitably centred)

-k
VaR(a) =k where f p(x)dx =1-«

1-« K
TVaR(a)= —pr(x)dx where k =VaR(«)

—0

—k

More precisely...

Given a confidence level ¢y € ([]1 1), the VaR of the portfolio at the confidence level (y is given by the smallest number | such that the probability that the loss [, exceeds [ is at most (1 - gg)_
Mathematically, if [, is the loss of a portfolio, then VﬁRﬁ( L) is the level cy-guantile, i.e.

VaRo(L) =inf{l € R: P(L > 1) <1—a}=if{l € R: F.(l) > a}.
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Legal notice

©2013 Swiss Re. All rights reserved. You are not permitted to create any
modifications or derivatives of this presentation or to use it for commercial
or other public purposes without the prior written permission of Swiss Re.

Although all the information used was taken from reliable sources, Swiss Re
does not accept any responsibility for the accuracy or comprehensiveness of
the details given. All liability for the accuracy and completeness thereof or
for any damage resulting from the use of the information contained in this
presentation is expressly excluded. Under no circumstances shall Swiss Re
or its Group companies be liable for any financial and/or consequential loss
relating to this presentation.
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