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Insurance Linked Securities (ILS)
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The ILS market
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Insurance risk types: life/non-life

— Life
— Mortality: Risk that more people die than expected
— Longevity: Risk that people live longer than expected
— Other: Disability, lapses, etc

— Non-life
— Natural catastrophes: Windstorm, earthquake, flood, hail
— Man-made catastrophes: Aviation, satellites, marine
— Non—catastrophes: Motor, trade credit, fine art
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ILS market growth: life securitization
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ILS market growth: non-life securitization
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Typical ILS structure
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The supply side of the ILS market
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The development of insurance securitization
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Capital markets as a replacement of retrocession: providing capacity
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Cost of capital of an insurance company: market consistent basis (Solvency Il and SST)
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Capital management: ROE enhancement
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Demand: Why invest in ILS?
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Pricing: Spread/expected loss multiples of catastrophe bonds
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Historical performance of ILS
ILS Libor
148
Total return 44.40% 14.16%
140 Ann. return 7.50% 2.64%
1o Ann. StDev 1.79% 0.44%
3 Ann. DownDev 0.58% 0.00%
=124 Max. drawdown -1.62% 0.00%
g Correlation 0.11
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ILS: proxy data series calculated with monthly total return numbers of outstanding insurance-linked bonds, monthly rebalancing to equal weights, based on secondary market price indications (Jan02 — Jan07);
Source: Horizon21 and Bloomberg
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Equities during catastrophes
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Diversification benefits
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Diversification benefits by reinsurance
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Diversification benefits by financial markets
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Risk/return with and without ILS

Risk

Return

21/25
HOPIZon21

Outlook

22/25
HOorZzan21

4-11



The Geneva Association

Etudes et Dossiers no.

Multiple of expected loss

ILS pricing is still above break even for insurance companies

Current ILS pricing
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Thank you!

Horizon21 Alternative Investments (Cayman) Ltd.

PO Box 1356, Genesis Building, 4th floor, Genesis Close
Grand Cayman KY1-1108, Cayman Islands
Phone +1 345 943 66 60, Fax +1 345 943 66 69
infocayman@horizon21.com, www.horizon21.com

Urs Ramseier
Head of Insurance Linked Securities

December 4, 2007
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Disclaimer

The products and services described herein are not available nor offered to US persons and may not (and
will not) be publicly offered to persons residing in Switzerland, the United Kingdom, Hong Kong, the
Cayman Islands or any other country restricting the offer of such products or services.

This material has been furnished to you solely upon request and may not be reproduced or otherwise
disseminated in whole or in part without prior written consent from Horizon21. The information herein may
be based on estimates and may in no event be relied upon. Horizon21 does not assume any liability with
respect to incorrect or incomplete information (whether received from public sources or whether prepared
by itself or not). This material does not constitute a prospectus, a request/offer, nor a recommendation of
any kind, e.g. to buy/subscribe or sell/redeem investment instruments or to perform other transactions.

The investment instruments mentioned herein involve significant risks including the possible loss of the
amount invested as described in detail in the offering memorandum(s) for these instruments which are
available upon request. Investors should understand these risks before reaching any decision with respect
to these instruments. Past performance is no indication or guarantee of future performance.
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