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The Geneva Association Etudes et Dossiers no. 350

Insurance Risk Securitisation
Market Developments: Has the
Credit Crisis Strengthened or
Weakened the ILS Market?

Wilhelm Zeller

WE PIONEERED NON-LIFE SECURITISATION. . .

. : Capital .
Name Date  Risks covered Contractform  Trigger commitied (m)) Transformer Rating  Investors
1 . Quota Share . Insurers,
KOVER Q1/94  Natural Perils Reinsurance Indemnity UsD 85 Kover Ltd. N/A Intl Banks
. Swap/ . Insurers.
1) . "
K2 Q4/96  Natural Perils Quota Share Indemnity USD 100 N/A Intl Banks
Natural Perils Swap/ . Insurers.
1)2) " ~ s
K2+ Q4198 Aviation Quota Share Indemnity USD 50 NIA Int'l Banks
Natural Perils Quota Share . . Hedge Funds
1) " s
K3 Q2102 Aviation Reinsurance Indemnity USD 230 KaithRe Lid. NiA Investment Banks
Natural Perils Quota Share .
1) " -
C1 Q1/05 Aviation Reinsurance Indemnity USD 225 N/A Hedge Funds
K5 01/06 Natural Perils, Quota Share Indemnity USD 540 Kaith Re Ltd. NA Hedge/PE Funds,
Aviation, Marine Reinsurance Reinsurers
. Swap . .
Eurus Q3/06 European Wind Parametric  USD 150 Eurus Ltd. BB Cat Bond Community
Excess of Loss
Kepler Q1/07  Natural Perils Stop Loss Indemnity USD 200 Kaith Re L., BB Bank Loan Market
Reinsurance Kepler Holdings
1) Expired o
2) Option amendment to K2 swap hannOVer re
1
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...AS WELL AS LIFE SECURITISATION

Name Date Risks covered Contractform  Trigger committed (m. Transformer

1Y Ques éﬁ?{ﬁﬁf:iﬁ;;}ess g;;‘:uf::c’: Indemnity  DEM 100 Interpolis R~ N/A

129 Q2/99  Block Transactions g:;":j::‘g: Indemnity  DEM 250 Interpolis Re ~ N/A 'é“a"nks

139 Q4/99 Cf;‘r'l dEWXiZZ”fiefi . Sg;t:‘uf;f‘cr: Indemnity ~ EUR50 Whiterock PCC N/A :gg'nks

L4V Q4/00 ﬁﬁg'Lf:E:;ieji;ies g;;‘:uf::c’: Indemnity  EUR 200 Whiterock PCC N/A 'gg\'nks

152 Q4/02 ﬁﬁﬂ'l_i:f:ﬁ,e;i'cies g:l‘:]":u?:rf‘c'z Indemnity  EUR 300 Interpolis R~ N/A E:nks

L6? Q1/06 Z;EZ‘LS;QRZIW gg:::u?;:gs Indemnity EUR 100 Delta Re NIA g‘allnks

Other

Merlin  Q1/07 g;le:ietczivs;g;g Swap Parametric  EUR 95% Merlin BV CDO ggg : I:gsiilr\ji:nvagers

3 Crecitinked floating rate note, potecing portolo of EUR 1 bn hannover re’

2

WE PIONEERED NON-LIFE SECURITISATION. . .

Name Date  Risks covered Contract form Caplt::}l Transformer Rating  Investors
committed (m.)
D Q1/94 Natural Perils Quota Share 0 USD 85 Kover Ltd N/A Insurers,
KOVER Reinsurance v : Int'l Banks
. Swap/ . Insurers,
1) -
K2 Q4/96  Natural Perils Quota Share Indemnity USD 100 N/A Int! Banks
Natural Perils Swap/ . Insurers
1)2) s ~ )
K2+ Q4198 Aviation Quota Share Indemnity UsDb 50 NiA Int'l Banks
Natural Perils, Quota Share . . Hedge Funds,
1)
K3 Qa/02 Aviation Reinsurance Indemnity USb 230 KaithRe Ltd. NA Investment Banks
Natural Perils Quota Share "
1) g -
Cc1 Q1/05 A Reinsurance Indemnity USD 225 N/A Hedge Funds
K5 ovps [NatiralPenls, QuotaShare o i USD 540 KaithRe Ltd.  N/A Hedge/PE Funds,
Aviatior. Marine Reinsurance Reinsurers
Eurus Q3/06  European Wind Swap Parametric  USD 150 Eurus Ltd. BB Cat Bond Community
Excess of Loss
Kepler Q1/07  Natural Perils Sto_p Loss Indemnity USD 200 Kaith Re Ltq" Bank Loan Market
Reinsurance Kepler Holdings
1) Expired o
2) Option amendment to K2 swap hannover l'e
1
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...AS WELL AS LIFE SECURITISATION

Name Date Risks covered Contractform  Trigger ((:::mml tied (M Transformer Rating  Investors

1Y  Ques éﬁ?{;;ﬁ;”;ﬁ;;ess S:;’guf::c's Indemnity DEM 100 InterpolisRe /A

L2? Q2/99  Block Transactions Ss%fj:i: Indemnity DEM 250 Interpolis Re ~ N/A g:nks

139 Q499 x‘;‘r'l dmee”;?: : g:’n‘gu?::g: Indemnity EUR 50 Whiterock PCC N/A 'E';;'nks

149 Q400 Cﬁgﬁ:l?:;ss;i;:ies S:;’guf::c's Indemnity EUR 200 Whiterock PCC N/A 'ggnks

152 Q402 Cﬁﬂﬁ)\(ﬁ:;?;i_cies gs;‘guf:'fc's Indemnity EUR 300 Interpolis Re  NIA 'é‘;'nks

162  QLO6 g;’gi‘ﬁgmg{ue g:’n‘gu?::g: Indemnity EUR 100 Delta Re N/A 'E';;'nks

Other

Merlin ~ Q1/07 g;fgg;if;:;:s Swap Parametric EUR 95 Merlin BV CDO ééé B ZlglsZIapAli:ﬁagers

3 Credivlinked floating rate note, provecing porflo of EUR 1 bn hannover re’

2

WE PIONEERED NON-LIFE SECURITISATION. . .

. . Capital .
Nat Date  Risks covered Contractform  Trigger committed (m.) Transformer Rating  Investors
1 . Quota Share . Insurers,
KOVER Q1/94  Natural Perils R As—— Indemnity USD 85 Kover Ltd. N/A Int! Banks
. Swap/ " Insurers
1 R )
K2 Q4/96  Natural Perils Quota Share Indemnity USD 100 N/A Int! Banks
Natural Perils Swap/ . Insurers
1)2) 3 ~ s
K2+ Q4198 Aviation Quota Share Indemnity UsD 50 NIA It Banks
Natural Perils Quota Share . . Hedge Funds.
1) 3 s
K3 Q2/02 Aviation Reinsurance Indemnity USD 230 Kaith Re Ltd. NIA Investment Banks
Natural Perils Quota Share .
1) " -
Cc1 Q1/05 Aviation R As—— Indemnity USD 225 N/A Hedge Funds
K5 otios  Natural Perils, QuotaShare . UsD 540 KaithRe Ld. Na  Hedge/PE Funds,
Aviation, Marine Reinsurance Reinsurers
. Swap . .
Eurus Q3/06 European Wind Parametric  USD 150 Eurus Ltd. BB Cat Bond Community
Excess of Loss
Kepler Q1/07  Natural Perils iy LS Indemnity USD 200 Kaith Re L‘q" BB Bank Loan Market
Reinsurance Kepler Holdings
1) Expired o
2) Option amendment to K2 swap hannover l'e
1
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...AS WELL AS LIFE SECURITISATION

Name Date Risks covered Contractform  Trigger ((:::mml tied (M Transformer Rating  Investors

11 Ques éﬁﬁégﬁ?enzi:i-ness g:;’r:sauf:‘;: Indemnity DEM 100 Interpolis Re ~ N/A

L2? Q2/99  Block Transactions gs;)r:sau?:ir;cr: Indemnity DEM 250 Interpolis Re ~ N/A :;“allnks

139 Q499 C\/C(?ri d%zee”fief: . g;‘:’r::uf:‘r;g: Indemnity EUR 50 Whiterock PCC N/A 'E';;'nks

e Q4/00 CEE.LI?;E:;S:OSH-CES g:;’r:sauf:‘;: Indemnity EUR 200 Whiterock PCC N/A 'ggnks

152 qQapz o Epemes. g;‘;"n‘;‘uf:‘,;c': Indemnity EUR 300 Interpolis Re  NIA 'é‘;'nks

162  QLO6 gﬁgﬁ;zae‘z”\‘/g{ue g;‘:’r::uf:‘r;g: Indemnity EUR 100 Delta Re N/A 'E';;'nks

Other

Merlin ~ Q1/07 g/rle:ietczivse}(r:;r:s Swap Parametric EUR 95% Merlin BV CDO QQQ ) ZlglsZIapAli:ﬁagers

3 Credivlinked floating rate note, provecing porflo of EUR 1 bn hannover re’

2

WE PIONEERED NON-LIFE SECURITISATION. . .

. . Capital .
Nat Date  Risks covered Contractform  Trigger committed (m.) Transformer Rating  Investors
) . Quota Share ; Insurers,
KOVER Q1/94  Natural Perils Reinsurance Indemnity USD 85 Kover Ltd. N/A Int! Banks
. Swap/ . Insurers
1 R )
K2 Q4/96  Natural Perils Quota Share Indemnity USD 100 N/A Int! Banks
Natural Perils Swap/ . Insurers
1)2) 3 ~ s
K2+ Q4198 Aviation Quota Share ity UsDb 50 NiA Int'l Banks
Natural Perils Quota Share . . Hedge Funds.
1) 3 )
K3 Q2/02 Aviation Reinsurance TR USD 230 Kaith Re Ltd. NIA Investment Banks
Natural Perils Quota Share .
i " -
Cc1 Q1/05 Aviation Reinsurance Indemnity USD 225 N/A Hedge Funds
K5 otios  Natural Perils, QuotaShare |40 i UsD 540 KaithRe Ld. Na  Hedge/PE Funds,
Aviation, Marine Reinsurance Reinsurers
) Swap = )
Eurus Q3/06 European Wind Parametric ) USD 150 Eurus Ltd. BB Cat Bond Community
Excess of Loss
Kepler Q1/07  Natural Perils Stqp Loss Indemnity USD 200 Kaith Re L‘q" BB Bank Loan Market
Reinsurance Kepler Holdings
1) Expired o
2) Option amendment to K2 swap hannovef l'e
1
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...AS WELL AS LIFE SECURITISATION

Name Date Risks covered Contractform  Trigger Transformer Rating  Investors

Caj
committed (m.

Acq. Expenses - Quota Share . .
B
L1 Q1/98 Europ. Life business  Reinsurance Indemnity DEM 100 Interpolis Re N/A
1) . Quota Share . . Int'l
L2 Q2/99 Block Transactions Reinsurance Indemnity DEM 250 Interpolis Re N/A Banks
Acq. Expenses - Quota Share . . Int'l
i
L3 Q4/99 Worldwide Life Reinsurance Indemnity EUR 50 Whiterock PCC N/A Banks
Acq. Expenses - Quota Share . " Int'l
1
L4 Q4/00 Unit Linked Policies Reinsurance Eemy EUR 200 Whiterock PCC N/A Banks
Acq. Expenses - Quota Share . . Int'l
2
L5 Q402 Unit Linked Policies Reinsurance [ty EUR 300 Interpolis Re NiA Banks
Monetisation of Quota Share . Int'l
2
L6 Qu/os Embedded Value Reinsurance ey EUR 100 Deta Re NA Banks
Other
. Credit Risk from . 3) . AAA - IntIBanks,
Merlin Q1/07 R/ Recoverables Swap Parametric EUR 95 MerlinBV CDO BBB Asset Managers
1) Expired 2) Financing terminated o
3) Credit-linked floating rate note, protecting portfolio of EUR 1 bn hannover l'e

WE PIONEERED NON-LIFE SECURITISATION. . .

Name Date  Risks covered Contractform  Trigger Cz_ipnal Transformer Rating Investors
committed (m.)
KOVERY Q1/94 Natural Perils Quota Share USD 85 Kover Ltd N/A nsurers,
Reinsurance v : Intl Banks
- Swap/ " Insurers.
1 } )
K2 Q4/96  Natural Perils Quota Share Indemnity USD 100 N/A Intl Banks
Natural Perils Swap/ " Insurers.
1)2) y _ s
K2+ Q498 Aviation Quota Share Indemnity LEDED NIA Intl Banks
Natural Perils, Quota Share . . Hedge Funds,
i
K3 Q202 Aviation Reinsurance Indemnity e 2 Kaith Re Ltd. NIA Investment Banks
Natural Perils Quota Share .
1 ’ -
C1 Q1/05 Aviation Reinsurance Indemnity USD 225 N/A Hedge Funds
K5 Qo NNawral Perils, Quota Share i € USD 540 KaithRe Ltd.  N/A Hedge/PE Funds,
Aviation, Marine Reinsurance Reinsurers
Eurus Q3/06  European Wind Swap Parametric  USD 150 Eurus Ltd. BB Cat Bond Community
Excess of Loss
Stop Loss Kaith Re Ltd.,

Kepler Q1/07  Natural Perils Indemnity USD 200 Bank Loan Market

Reinsurance Kepler Holdings

1) Expired

o
2) Option amendment to K2 swap hannover l'e
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...AS WELL AS LIFE SECURITISAT

ION

Name Date Risks covered Contractform  Trigger ((:::mml tied (M Transformer Rating  Investors

11 Ques éﬁiiﬁfeenﬁ:i-ness S:;’guf::c's Indemnity DEM 100 Interpolis Re ~ N/A

L2? Q2/99  Block Transactions gsﬁ:gj:i: Indemnity DEM 250 Interpolis Re ~ N/A :;“allnks

139 Q499 Q/C(?I'i d%zee”fief: . g:’n‘gu?::g: Indemnity EUR 50 Whiterock PCC N/A 'E';;'nks

e Q4/00 CEE.LI?;E:;SF’eOSIi-CieS S:;’guf::c's Indemnity EUR 200 Whiterock PCC N/A 'ggnks

152 qQapz o Epemes. gs;‘guf:'fc's Indemnity EUR 300 Interpolis Re  NIA 'é‘;'nks

a7 oo P oIt ey @i owne  w [

Other

Merlin ~ Q1/07 g/rle:ietczivse}{r:;r:s Swap Parametric EUR 95 Merlin BV CDO ééé B ZlglsZIapAli:ﬁagers

3 Creaitfnked floting rae nate, prtecng pora of EUR 1 bn hannover re’

2

WE PIONEERED NON-LIFE SECURITISATION. . .

Name Date  Risks covered Contractform  Trigger cap't‘ﬂfl Transformer Rati Investors
committed (m.)
D Q1/94 Natural Perils Quota Share USD 85 Kover Ltd N/A nsurers,
KOVER Reinsurance v : Intl Banks
- Swap/ " Insurers.
1) ~ y
K2 Q4/96  Natural Perils Quota Share Indemnity USD 100 N/A Intl Banks
Natural Perils Swap/ " Insurers.
1)2) y _ s
K2+ Q4/98 Aviation Quota Share Indemnity USb 50 NA Int'l Banks
Natural Perils, Quota Share . N Hedge Funds,
i
K3 Q202 Aviation Reinsurance Indemnity USD 230 hitnlRe L) NIA Investment Banks
Natural Perils Quota Share .
1) ' -
C1 Q1/05 Aviation Reinsurance Indemnity USD 225 N/A Hedge Funds
K5 Qo NNawral Perils, Quota Share i USD 540 KaithRe Ltd.  N/A Hedge/PE Funds,
Aviation, Marine Reinsurance Reinsurers
Eurus Q3/06  European Wind Swap Parametric  USD 150 Eurus Ltd. BB Cat Bond Community
Excess of Loss
. Stop Loss . Kaith Re Ltd.,
Kepler Q1/07  Natural Perils Reinsurance Indemnity USD 200 Kepler Holdings Bank Loan Market
1) Expired o
2) Option amendment to K2 swap hannover l'e
1
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...AS WELL AS LIFE SECURITISATION

Name Date Risks covered Contractform  Trigger gommltte d (m Transformer ng

1Y Ques éﬁféiﬁfee"zi;;]ess g;‘ﬁ]‘:‘uf:zs Indemnity DEM 100 Interpolis R~ N/A

L2? Q2/99  Block Transactions S;lﬁ'nb:u?::crs Indemnity DEM 250 Interpolis Re  N/A IBnta'lnks

139 Q4/99 Cv?ri diﬁzznfiefg . ggf::uf;f‘crs Indemnity EUR 50 Whiterock PCC N/A 'é“a"nks

L4V Q4/00 ﬁfﬂﬁ:lf:;speji'des g;‘ﬁ]‘:‘uf:zs Indemnity EUR 200 Whiterock PCC N/A 'g:nks

57w faEEme UM ey mno  neponme w10,

L6? Q1/06 ’I‘Ellr[r)]rk;ee‘:isdae‘itjozl/glfue gsﬁ:u?;:g: Indemnity EUR 100 PEERRe NIA Ié“allnks

Other

Merlin  Q1/07 g/rlesietczivseﬁ;rt:r:s Swap Parametric EUR 95 Merlin BV CDO ggg - IAngsEtalr\}lli:nvagers

3 Creaitfnked floting rae nate, prtecng pora of EUR 1 bn hannover re’

2

WE PIONEERED NON-LIFE SECURITISATION. . .

Capital

Name Date  Risks covered Contract form . Transformer Rating Investors
committed (m.)
D Q1/94 Natural Perils Quota Share 0 USD 85 Kover Ltd Na  nsuers,
KOVER Reinsurance v : Int'l Banks
. Swap/ . Insurers
1) _ "
K2 Q4/96  Natural Perils Quota Share Indemnity USD 100 N/A Int! Banks
Natural Perils Swap/ . Insurers
1)2) s ~ )
K2+ Q4198 Aviation Quota Share Indemnity UsDb 50 bR Int'l Banks
Natural Perils Quota Share . . Hedge Funds,
1) )
K3 Qa/02 Aviation Reinsurance Indemnity USb 230 KaithRe Ltd. e Investment Banks
Natural Perils Quota Share "
1) g -
Cc1 Q1/05 Aviation Reinsurance Indemnity USD 225 N/A  Hedge Funds
K5 otjs  Natural Perils, QuotaShare o i USD 540 Kaith Re Ltd. N HedgelPE Funds,
Aviation, Marine Reinsurance Reinsurers
) Swap ) )
Eurus Q3/06 European Wind Parametric  USD 150 Eurus Ltd. BB | Cat Bond Community
Excess of Loss
Stop Loss Kaith Re Ltd.,

Kepler Q1/07  Natural Perils Indemnity USD 200 BB Bank Loan Market

Reinsurance Kepler Holdings

1) Expired

o
2) Option amendment to K2 swap hannover l'e
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...AS WELL AS LIFE SECURITISATION

Name Date Risks covered Contractform  Trigger ((:::mml tied (M Transformer Rating Investors

11 Ques éﬁiiﬁfeenﬁ:i-ness S:;’guf::c's Indemnity DEM 100 Interpolis Re N/A

L2? Q2/99  Block Transactions gsﬁ:gj:i: Indemnity DEM 250 Interpolis Re N/A :;“allnks

139 Q499 Q/C(?I'i d%zee”fief: . g:’n‘gu?::g: Indemnity EUR 50 Whiterock PCC ~ NIA 'E';;'nks

e Q4/00 CEE.LI?;E:;SF’eOSIi-CieS S:;’guf::c's Indemnity EUR 200 Whiterock PCC  N/A 'ggnks

152 qQapz o Epemes. gs;‘guf:'fc's Indemnity EUR 300 Interpolis Re NIA 'é‘;'nks

L6? Q1/08 ’I\Eﬂr?\rtleetijsdaégr\}gue S’:Jn[gu?::cr: indemnity EUR 100 Delia Re O ggnks

Other

Merlin ~ Q1/07 g/rle:ietczivse}{r:;r:s Swap Parametric EUR 95 Merlin BV CDO ﬁ- ZlglsZIapAli:ﬁagers

3 Creaitfnked floting rae nate, prtecng pora of EUR 1 bn hannover re’

2

WE PIONEERED NON-LIFE SECURITISATION. . .

Name Date  Risks covered Contract form Caplt::}l Transformer Rating  Investors
committed (m.)
Y Q194 Natural Perils Quota Share 0 USD 85 Kover Ltd N/A IR,
KOVER Reinsurance v : Int'l Banks
. Swap/ . Insurers,
1) -
K2 Q4/96  Natural Perils Quota Share Indemnity USD 100 N/A Int! Banks
Natural Perils Swap/ . Insurers
1)2) 3 ~ s
K2+ Q4198 Aviation Quota Share Indemnity UsDb 50 NiA Int! Banks
Natural Perils, Quota Share . . Hedge Funds,
1)
K3 Q2/02 Aviation Reinsurance Indemnity USD 230 Kaith Re Ltd. N/A RS
Natural Perils Quota Share "
1) g -
Cc1 Q1/05 Aviation Reinsurance Indemnity USD 225 N/A Hedge Funds
K5 otjs  Natural Perils, QuotaShare o i USD 540 KaithRe Ltd.  N/A IR APl [FUs s,
Aviation, Marine Reinsurance Reinsurers
Eurus Q3/06 European Wind Swap Parametric  USD 150 Eurus Ltd. BB Cat Bond Community.
Excess of Loss
Kepler Q1/07  Natural Perils Sto_p Loss Indemnity USD 200 Kaith Re Ltq" Bank Loan Market
Reinsurance Kepler Holdings
1) Expired o
2) Option amendment to K2 swap hannover l'e
1
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...AS WELL AS LIFE SECURITISATION

Name Date Risks covered Contractform  Trigger (c::rfmir;?'lﬁe d (m) Transformer Rating  Investors

1Y Ques éﬁi;ﬁfe”zi;;ess g;‘;t:‘uf:s‘cr: Indemnity DEM 100 nterpolisRe  N/A 'E';;'nks

L2 Q2/99 Block Transactions S;J?nt:u?;r?g: Indemnity DEM 250 Interpolis Re N/A :gtallnks

13Y Q4/99 Cvcoqri d'ivxi’éee"fief: ) gz;‘:uf:;‘c’z Indemnity EUR 50 Whiterock PCC N/A 'S;'nks

49 Q4/00 ﬁﬁg'df:f:;f;i'des g;‘;t:‘uf:s‘cr: Indemnity EUR 200 Whiterock PCC N/A 'E';;'nks

152 Q4/02 ﬁﬁﬁ.j:fee;i’eji-cies gz;fu?;:c’s Indemnity EUR 300 hterpolisRe /A 'é“a"nks

67 aws fmbamd @oaS iy enno  oemme WA M

Other

Merlin Q1/07 g;legielclzi/s;g&rervs Swap Parametric EUR 95 Merlin BV CDO ggg : IAngsI:ta:/Ili:rvlagers

éi (Eijséir\f—rljinked floating rate ﬂzo)\g,mpa:glce‘ggnlgrgzgfaéﬁg of EUR 1 bn hannOVer reo

2

PROS AND CONS OF ILS

Pros include:
"Unlimited" capacity

Capacity for risks/covers not available in traditional markets
(Q/S retrocessions at reasonable expense reimbursement,
stop-loss R/I for natural perils, protection against credit risk, etc.)

Fully collateralised
Multi-year transactions
Cons include:
More expensive than traditional (re)insurance (cat. bonds)
Basis risk with parametric triggers

Lack of standardisation (contract wording, SPVs, triggers) =

time-consuming, expensive and complicated process of completin%gntrr]%r\l/sé?%gpn
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