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secreTAry GenerAl’s 
sTATemenT

Welcome to the 2013 General Assembly Review. This year marks the 40th 

anniversary of The Geneva Association’s founding as a think tank focused on the 
economics of insurance and its role in society. London, one of the world’s pre-
eminent centres of insurance, proved to be a fitting location for the celebrations 
of this landmark year. The London Members, Amlin, Aviva, Bupa, catlin, hiscox, 
Lloyd’s, Prudential and RsA hosted a spectacular General Assembly, where the 
discussions of strategic insurance issues were complemented by an outstanding 
series of networking and cultural events. it was a fantastic meeting and on behalf 
of the entire Membership, i would like to offer them my heartfelt thanks for their 
efforts to create a very memorable event.
our keynote speakers reflected the strategic perspective of the Assembly with the 
attendance of the chancellor of the exchequer, George osborne, addressing the 
importance of the insurance industry to the U.K. as well as the world economy.  
Paul Tucker, Deputy Governor of the Bank of england and member of the Financial 
stability Board (FsB), spoke candidly on the objectives of the FsB as respects the 
insurance industry. A special address by hRh The Prince of Wales also called 
on the industry to continue its efforts to support and effect adaptation efforts 
in the face of a changing climate. Former U.K. Labour Party leader and former 
secretary of state for Foreign and commonwealth Affairs, David Miliband, also 
gave an outstanding speech addressing the international political outlook and the 
challenging global economic environment at a gala dinner at Mansion house.
The General Assembly opened with a Geneva Association press conference 
focused on the launch of its research report Insurers contributions to disaster risk 
reduction—a series of case studies. The press conference, hosted at Lloyd’s, was 
led by our then chairman Dr nikolaus von Bomhard and Michael Butt, co-chair 
of the climate Risk and insurance working group. They were joined by Margareta 
Wahlström, special Representative of United nations secretary-General, Ban Ki-
moon, for disaster risk reduction, as part of the longer-term collaboration between 
the Geneva Association and the United nations office for Disaster Risk Reduction 
(UnisDR). Following the working group’s contribution of a series of case studies 
to the UnisDR Global Assessment Report launched in May 2013, Margareta joined 
the Association press conference to support the conclusions of the report and to 
provide the Un perspective on the role of insurance in disaster risk reduction. her 
presence represented significant support of our report and the points we made. A 
report on the conference is available on page 8.
With the announcement of a list of designated global systemically important 
insurers (G-siis) due imminently, there was considerable focus on the 
presentations on financial stability, not least the interventions of Paul Tucker and 
Paul sharma, respectively Director of Wholesale and Prudential Policy Division, 

John H. Fitzpatrick
Secretary General,  
The Geneva Association

secreTAry GenerAl’s sTATemenT

https://www.genevaassociation.org/media/607750/ga-2013-geneva_report-7.pdf
https://www.genevaassociation.org/media/607750/ga-2013-geneva_report-7.pdf
http://www.preventionweb.net/english/hyogo/gar/2013/en/home/index.html
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U.K. Financial services Authority (FsA) 
and chairman of the iAis Financial 
stability committee. An insight into 
the meeting and the key comments 
made in this session are provided on 
page 12 of this review. Also as part of 
the financial stability theme, Denis 
Kessler provides a synopsis of his 
discussion session on the impact of 
low interest rates on the insurance 
industry, which is available on page 14.
The strategic outlook for the industry 
was the underlying focus of the 
sessions on insurance relevance in 
the modern economy. Mike McGavick 
provides a summary of the session 
he chaired on page 16 of this report. 
Joined by Patrick Ryan, Founder 
of Aon and chairman and ceo of 
Ryan specialty Group, LLc, and  
Dr Martin Mullins, head, Department 
of Accounting and Finance, insurance, 
University of Limerick, the session 
highlighted the need for innovation 
and creativity in insurance if the 
industry is to maintain its relevance in 
our fast-evolving societies. 
The subsequent session on insurance 
in the developing economies looked 
at the opportunities and challenges 
for insurers seeking to break into 
developing world markets. Andrzej 
Klesyk provided the perspective 
on Poland and central and eastern 
europe, while Patrick de Larragoiti 
Lucas analysed his headquarter 
country, Brazil. The conclusions from 
these analyses and the World Bank 
perspective on the potential role of 

insurance in supporting growth in 
developing economies can be found 
in session leader Michael Diekmann’s 
piece on page 20.
if any evidence were needed of the 
ongoing relevance of insurance in 
the modern economy, one might 
surely look to the issue of cyber 
risks, a subject covered in a breakout 
session at the Assembly, led by Robert 
Benmosche, ceo of AiG. he was joined 
by sir Richard Dearlove, former head 
of British intelligence agency Mi6, 
Patrick connelly, chief Broking officer 
at Aon and Kim Peretti, white collar 
crime specialist at Alston & Bird LLP. 
Beyond considerations of their own 
vulnerability and security, discussants 
were focused on the understanding 
of cyber risks and the development of 
products and the insurance market to 
meet the burgeoning demand cyber 
risks are creating. The key themes of 
this meeting are available on page 24.
on the statutory side of the meeting, i 
am pleased to report the Membership 
voted unanimously to appoint Mike 
McGavick as the new chairman of  
The Geneva Association. We welcome 
Mike to this new role with the 
Association. he succeeds nikolaus 
von Bomhard who has stepped down 
after having made considerable strides 
in the development of the Association 
over the last four years. We thank 
nikolaus for his personal interest 
and support of the Association over 
these past four years. We were also 
delighted to be able to announce the 

appointment of shaun Wang as the 
Deputy secretary General and head 
of Research, who will oversee the 
development of our research agenda 
and support the development of the 
Association in the future.
With some 60 chief executives and 
company leaders present, this was 
the best attended Assembly to date, 
a fitting tribute to our 40th year and 
a credit to the London Members. 
Donald Guloien provided an exciting 
and enticing preview of next year’s 
Assembly in Toronto on behalf of 
the canadian Membership. i am 
looking forward to seeing many of our 
Members there and reporting to them 
on the progress we will have made in 
the interim.

John h. Fitzpatrick 
secretary General,  

The Geneva Association
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InTervIew wITh  
mIke mcGAvIck, chAIrmAn  
of The GenevA AssocIATIon
As the new Chairman of The Geneva Association, what strategic objectives do 
you have for the next two years?
it is important to recognise the work done by my predecessors henri de castries 
and nikolaus von Bomhard in raising the profile of The Geneva Association 
and utilising its research to make the voice of the insurance industry heard—
particularly at the regulatory level in the wake of the financial crisis. We will build 
on that work and continue to voice our concerns in the area of financial stability 
and supervision, but we will also be relying on the Association to play an essential 
role in how we collectively answer the challenges facing the industry: the global 
economic recovery, low interest rates, an increasing rate of change and a decline 
in relevance in the modern economy.
We will also be harnessing the resources of The Geneva Association and its 
Members to respond to global strategic issues such as climate risk and the 
challenge of global ageing and retirement funding. The primary aim in this 
regard is to raise awareness of the challenges societies face, highlight the role of 
insurance in mitigating these risks and working with governments and consumers 
in designing solutions.

How did the insurance industry perform during the financial crisis and in its 
aftermath?
The industry has not only proved its resilience since 2008, but acted as a stabiliser 
and shock absorber during the financial crisis and the ensuing recession. indeed, 
in almost all markets, there has been an increase in gross written insurance 
premiums, particularly in the life sector and in emerging markets. And though 
pricing continues to be lower than it should in relation to the risks the industry 
takes on, it is also rising once again to adequate levels.

What is your perspective on the list of G-SIIs  that was just published by the FSB,  
and on IAIS  policy measures and their consequences?
it is important to take time to read through and consider the implications of this 
list in detail. The Geneva Association has long advocated that the designation 
methodology should take an activities-based approach, which, indeed, the iAis 
has done. it is still not clear where the threshold lies. Why the number of named 
companies on the list? Understanding that will be very important, so the criteria 
and measurements used to designate a G-sii should be made available as soon 
as possible. These need to be transparent, predictable and measurable. Without a 
transparent and predictable process, it is impossible for management to monitor 
and manage systemic risk and run their businesses accordingly.

InTervIew wITh mIke mcGAvIck

Mike McGavick
CEO, XL Group plc and Chairman 
of The Geneva Association
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Do you think that The Geneva 
Association has been effective 
in explaining to regulators that 
insurers are different from banks? 
The industry has largely succeeded 
in asserting the essential difference 
between our sector and the banks, 
particularly in how the insurance and 
reinsurance sector connect to the 
wider economy and, correspondingly, 
how regulatory needs differ between 
each industry. Thanks to these efforts, 
regulatory bodies such as the iAis 
have taken a more activities-based 
approach to their methodology 
than they may otherwise have 
done, possibly preventing a wide-
scale designation of large insurers 
as systemically important financial 
institutions in need of greater 
regulatory scrutiny. Yet the recent 
decision to apply the siFi label to AiG,  
for instance, which no longer deals in 
the financial product lines that led to 
the company needing government 
assistance, makes little sense. so 
there is still more work to be done, 
particularly in light of the recent 
designations. 

Will climate change have a serious 
impact on the solvency of insurers 
and reinsurers? 
There is no doubt that climate change 
will have an impact on the sector, but 
solvency should not be brought into 
question. There are opportunities as 
well as challenges. For both national 
economies and the insurance sector, 
2011 was the most expensive year 

on record, with original insured 
losses amounting to approximately 
Us$105bn. And yet this did not 
threaten the solvency of the sector, 
indeed, of any insurer. in fact, i would 
argue that it highlighted the real 
benefits that insurance provides, and 
the stabilising role that it can play, in 
disaster recovery.

At The Geneva Association’s General 
Assembly in London this year, a 
concern was raised about the the 
insurance industry’s negative 
image in many countries. How can 
we improve this perception of  our 
industry in society?
i would challenge that assertion. From 
the emergence of Lloyd’s of London 
to solving the liability shortfall in the 
U.s. in the 1980s to the role now being 
played in stimulating the development 
of new energy technologies, insurance 
has been critical to personal and 
societal progress. And we see the vital 
recovery role play out  frequently as 
the sector steps in to rebuild after 
natural disasters. 
it is true, though, that the sector has 
not always been the best at selling 
itself and the vital role we play, and 
it’s up to those of us in the industry to 
make that clear as often as we can. 

You chaired a panel at the General 
Assembly on the diminishing 
relevance of insurance to the 
economy? Does this mean that 
insurance today plays less of a role in 
advancing societal progress?

The purpose of the discussion session 
on the relevance of insurance was to 
highlight a changing business and 
technological environment, whereby 
the increasing size of companies and 
the rapid pace of change mean that 
insurance, traditionally an industry 
that has been slow to innovate, faces 
a relevance vulnerability and is at risk 
of participating less in the modern, 
technology-driven economy today. i 
would argue, however, that its role is 
as important as ever, and any threat 
to our relevance can be overcome. As 
a sector, we have to push ourselves 
constantly to keep pace with change, 
innovate and serve our clients in the 
most advanced ways possible. 

What scenario do you envisage for 
the (re)insurance industries and for 
2013, 2014 and in the long run?
i’m feeling quite confident about the 
outlook for the (re)insurance sector 
over the next few years. As pricing and 
the volume of premiums rises to align 
with global GDP, it will strengthen 
even further. We can’t ignore the 
many challenges that the sector 
faces, but if we maintain our focus 
on innovation and creativity in the 
products we offer and the coverage 
we provide, particularly with regard to 
new technology, i have no doubt that 
we will continue to play an essential 
role in supporting global economies.
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Insurers’ conTrIbuTIons  
To dIsAsTer rIsk reducTIon

The frequency and severity of extreme events have increased since the turn of 
the century, causing major economic losses and gross human suffering. climate 
impact, the continuous degradation of our natural environment, the accumulation 
of concentrated wealth due to urbanisation and the swift build-up of infrastructure 
as economies grow are all factors that contribute to greater risk exposure and 
higher economic losses and human suffering from natural catastrophes.
Mitigating losses and protecting populations from climate-related extreme 
events has thus now become one of society’s greatest challenges. The magnitude 
and scope of these events require the involvement and cooperation of multiple 
actors to strengthen societal resilience.
While natural catastrophes, particularly in the developing world, can lead to 
poverty and economic stagnation, greater cooperation between insurers and 
governments can reduce the scale of the disaster itself as well as its subsequent 
economic impact.
This is one of the conclusions of Geneva Report n° 7: Insurers’ contributions to 
disaster reduction—a series of case studies, launched at a press conference ahead 
of the 40th General Assembly in London. The report presents case studies on four 
topics—floods, earthquakes, resilient communities and liability litigation as a tool 
for disaster remediation—and analyses the role of insurance in events such as the 
2011 Thai floods and the Tohoku earthquake and tsunami in Japan. 
insurance has a unique capacity for mitigating the losses resulting from extreme 
events and “is a shock absorber for the real economy when natural catastrophes 
occur”, said John Fitzpatrick, secretary General of The Geneva Association.
Margareta Wahlström, special Representative for Disaster Risk Reduction of the 
United nations secretary-General, Ban Ki-moon, and a panellist at the press 
conference said, “insurance is a significant instrument in mitigating risk”, but is 
only one among a number of other financial and socio-economic instruments. 
“how can insurance be used proactively?” she asked. Wahlström went on to say 
that the United nations office for Disaster Risk Reduction (UnisDR) can and does 
encourage private–public cooperation for the development and implementation 
of disaster reduction policies.

rIsk TrAnsfer, prIce sIGnAllInG And  
publIc–prIvATe cooperATIon

efficient cooperation with governments can optimally exploit the sector’s deep 
knowledge of risk management. indeed, as risk exposures multiply with rapid 
population growth and expanding urban areas, insurers have the ability to reduce 

Walter R. Stahel 
Vice Secretary General and Head 
of Risk  Management, The Geneva 
Association,  co-editor of  Geneva 
Report No. 7

clImATe rIsk And InsurAnce

https://www.genevaassociation.org/media/607750/ga-2013-geneva_report-7.pdf
https://www.genevaassociation.org/media/607750/ga-2013-geneva_report-7.pdf
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whIle nATurAl cATAsTrophes, pArTIculArly In The developInG 
world, cAn leAd To poverTy And economIc sTAGnATIon, GreATer 
cooperATIon beTween Insurers And GovernmenTs cAn reduce The 
scAle of The dIsAsTer ITself As well As ITs subsequenT economIc 
ImpAcT.

risk concentration. Risk-pooling 
solutions such as spreading risk around 
the world via the global reinsurance 
industry are therefore essential, and 
effective. Though 2011 was the most 
expensive year in recorded history 
for the insurance sector, the industry 
comfortably met total insured costs 
for events in Thailand, Japan, Australia 
and the U.s. of more than Us$105bn. 
Michael Butt, co-chairman of The 
Geneva Association’s climate Risk 
and insurance (cR+i) project and 
chairman of Axis capital holdings, 
recalled that 90 per cent of the 
claims filed subsequent to the Tohuku 
earthquake and tsunami were settled 
within three months.
Government insurance pools can 
help—but they can also lead to the 

distortion of well-functioning markets 
by undercutting them, as highlighted 
by Wahlström when she said that 
“governments don’t realise when 
they make promises about solutions 
that it takes away incentives”. 
nevertheless, when properly 
coordinated, as demonstrated by 
the “Room for Rivers” programme in 
the netherlands, governments and 
insurers can promote risk awareness 
together by drawing attention to 
the true costs of living in a risky area 
through price signalling. Furthermore, 
public–private cooperation helps to 
create resilient infrastructure through 
building codes and regulation.
Government schemes that provide 
post-disaster financial relief can also 
work in terms of risk transfer, as shown 

by the Japanese earthquake insurance 
system, but programmes used to 
transfer risk between the private 
and public sectors must be carefully 
designed to effectively spread risk 
and maintain low premium prices. The 
government can also contribute to 
disaster reduction by rebuilding failing 
public infrastructure, which causes 
the greatest impact on the private 
sector in the event of a catastrophe, 
according to Wahlström.
it is of course crucial to build on lessons 
learned from disasters. Michael Butt 
said, “After a catastrophe we can 
decide whether we want to rebuild, 
or if we make way for nature and 
relocate. When we rebuild, we can do 
so in a risk-resilient, energy-efficient 
way. strong local government policy 
on land use and building codes, 
coupled with disaster recovery plans, 
will allow communities to rebuild 
quickly and sensibly. But people 
will need encouragement to adapt; 

From left to right: Margareta Wahlström, Special Representative of the 
United Nations Secretary-General for Disaster Risk Reduction; Nikolaus von 
Bomhard, former Chairman of The Geneva Association and Chairman of  
the Board of Management, Munich Re; and Michael A. Butt, Co-chairman 
of The Geneva Association’s Climate Risk and Insurance (CR+I) project and 
Chairman of Axis Capital Holdings
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policymakers and the industry can 
work together on a shared vision 
for sustainable development. Local 
government actions in new Jersey and 
new York in the wake of sandy are a 
positive step in the right direction and 
an example to other jurisdictions.”
As major flooding was occurring in 
early June in Germany, nikolaus von 
Bomhard, outgoing chairman of The 
Geneva Association and chairman of 
the Board of Management of Munich 
Re, spoke to Reactions Magazine on 
the sidelines of the conference. he 
criticised policymakers’ slow reaction 
to flooding in Germany in 2002 and 
said, “Many plans were made after the 
last big floods but it took way too long 
to turn into action... i hope they won’t 
make the same mistakes this time.”

A cAll for counTry 
rIsk offIcers
Governments have indeed often 
been slow to recognise, or address 
and plan for, the need for disaster 
reduction. Michael Butt explained 
that the financial crisis overshadowed 
concerns about climate change, but 
quoted hRh The Prince of Wales in 
saying that “the financial crisis will 
pass, climate change won’t, unless we 
do something about it”.
he said that the insurance industry 
was a deep well of knowledge 
on issues of risk assessment and 
adaptation, and stressed once again 
the need to coordinate efforts 
between the private and public 
sectors, and between governments. 

Margareta Wahlström concurred on 
the need to raise awareness of the 
urgency of climate-related risks and 
for coordinated disaster reduction 
policies. “how do we get the message 
across?” she asked. 
nikolaus von Bomhard highlighted the 
overarching role of chief risk officers 
(cRos) at global companies and their 
long-term view of risk assessment. he 
was joined in his praise by Michael 
Butt who said, “The international 
and multinational companies are at 
the front end of disaster reduction. 
one, because they are easier to 
communicate with and, two, because 
they are taking a longer-term view. 
They understand and look at risk 
permanently.”
John Fitzpatrick echoed these 
comments and reminded the 
audience it would be unthinkable 
in today’s modern world to allow a 
bank, an insurer or major corporation 
to operate without a cRo—yet many 
cities, states and countries operate 
without the input of a professional 
cRo. The presence of a country 
risk officer would permit a proper 
economic evaluation of pressing 
current needs and costs that would 
mitigate very large expenditures for 
governments after disaster occurs.
climate-related events are trans-
national and don’t stop at borders, said 
Fitzpatrick. With the interconnectivity 
of the world economy, the impact of 
such events is global. Therefore the 
solutions must be global.

A house lifted from its foundations on the beach on 13 January 2013 in 
Mantoloking, New Jersey. Clean-up continued 75 days after Hurricane Sandy 
struck in October 2012  

clImATe rIsk And InsurAnce
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deterrence—a tale of two sharply differing outcomes 

introduction 
10.  The Bhopal environmental disaster, by Richard H. Murray 
11.   The ecuador rainforest oil exploration claim, by Richard H. Murray 

Download the Geneva Report no. 7 from www.genevaassociation.org

Thai men pulling a raft packed with 
their belongings through flood 
waters on a road near Bangkok, 
Thailand on 27 October 2011 

The GenevA reporT no. 7: InSuReRS’ ConTRIBuTIonS To DISASTeR 
ReDuCTIon—A SeRIeS oF CASe STuDIeS

https://www.genevaassociation.org/media/607750/ga-2013-geneva_report-7.pdf
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fInAncIAl sTAbIlITy

Kathrin Hoppe
Insurance Regulation and 
Supervision Expert, The Geneva 
Association

fInAncIAl sTAbIlITy  
In InsurAnce

Ahead of the July announcement of designated global systemically risky insurers 
(G-siis), Michel Liès, Group ceo of swiss Re and chair of the Financial stability 
in insurance session, was joined by panellists Yoshihiro Kawai, secretary General 
of the international Association of insurance supervisors (iAis), Michael McRaith, 
Director of the U.s. Federal insurance office (Fio), Paul sharma, Director, 
Wholesale and Prudential Policy Division, Financial services Authority (FsA), and 
Paul Tucker, Deputy Governor of the Bank of england and member of the Financial 
stability Board (FsB).
Michel Liès approached the topic of policy measures and consequences of G-sii 
designation from a global and international angle, as well as from a domestic 
and regional level. he asked panellists in particular to elaborate on the market 
implications of G-sii designation. 
Paul Tucker opened the discussion explaining the institutional set-up and 
responsibilities in the discussion. he explained that the FsB was the layer 
between the G20 and international standard-setting bodies such as the iAis, the 
Basel committee and the international organization of securities commissions 
(iosco).
As it was ultimately held accountable for the development and implementation of 
policy measures for global systemically important financial institutions (G-siFis), 
the FsB set the policy agenda and ensured that standard setters were pursuing the 
ultimate goal of financial stability in the financial services industry.
even though FsB is leading the regulatory reforms, the iAis and the insurance 
industry have “a just right of passage” and would gain greater strength and 
respect in the process, he said. he was of the opinion that the next financial crisis 
might not necessarily centre in north America and europe, but could emanate 
from the emerging markets. Therefore, it was important to create comparability 
across borders and include emerging markets. 
Paul Tucker clarified that it was not the intention to designate G-siis every year 
for decades. society should not accept that there are too-big-to-fail institutions  
because, otherwise, a free market economy would no longer exist.
instead, the objective was to reduce the probability of failure and of bailouts with 
taxpayers’ money. Tucker agreed that the impact of G-sii policy measures had 
to be carefully evaluated to avoid unintended consequences, namely, market 
consolidation resulting in even bigger insurance groups. 
he also admitted that inadequate regulation could be the origin or the amplifier 
of systemic risk, as examples in the banking sector have demonstrated, stating 
that, in that sense, “regulators can also create systemic risk”.
Yoshihiro Kawai gave an overview of recent developments with regard to G-sii 
designation and the intended policy measures. he explained that insurance was in 

“wIThouT solId 
GlobAl InsurAnce 
reGulATIon we 
cAnnoT effIcIenTly 
supervIse 
InTernATIonAlly 
AcTIve InsurAnce 
Groups.”
YoshihiRo KAWAi
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wITh The AnnouncemenT of desIGnATed GlobAl sysTemIcAlly 
ImporTAnT Insurers (G-sIIs) ImmInenT, one breAkouT sessIon AT The 
GenerAl Assembly wAs dedIcATed To “G-sIIs: polIcy meAsures And 
consequences”.

focus because American international 
Group (AiG) had entered into risky 
non-insurance activities. it was an 
exceptional case that needed to be 
avoided in future.
Designation was therefore primarily 
focusing on non-traditional non-
insurance (nTni) activities and the 
interconnectedness of the insurance 
group with other areas of the financial 
sector and the overall economy. Paul 
Tucker added that the insurance 
industry would probably have been 
hit harder if governments had not 
bailed out banks to which insurance 
companies had large exposures.
Among the envisaged policy measures 
are: (i) enhanced supervision, (ii) 
recovery and resolution plans, 
and (iii) higher loss absorbency. 
Kawai explained that they were 
focusing on  nTni activities and 
interconnectedness to identify 

and designate G-siis. With regard 
to the applicable measures, it was 
highlighted that recovery and 
resolution plans were critical, and the 
role of the group supervisor was of 
significant importance to supervise 
non-regulated activities. higher loss 
absorbency was an additional tool to 
reduce the probability and the impact 
of failure. 
All panellists agreed that the financial 
crisis had shown that there was a need 
for globally consistent regulation. 
Furthermore, national legislation 
addressing domestic systemically 
important insurance companies 
(D-siis) required close coordination 
with measures taken for G-siis. 
Michael McRaith explained that the 
Financial stability oversight council 
(Fsoc) would, therefore, consider any 
American insurance group designated 
at global level for their national 

designation process.
Paul sharma added that the european 
legislator would proceed similarly, 
and that it was very likely that the 
european list would comprise the 
designated european G-siis. With 
regard to the applicable policy 
measures, he clarified that designated 
insurance groups had six years to 
execute a company strategy to reduce 
or manage its systemic riskiness 
before any higher loss absorbency 
would apply.
Yoshihiro Kawai concluded by saying 
that there was a lot of room for 
improvement on data collection, data 
exchange and data comparability, to 
allow for the effective functioning of 
supervisory colleges. 

Paul Tucker, Deputy Governor of the Bank of England and member of the FSB 
and Paul Sharma, Director, Wholesale and Prudential Policy Division, FSA 

Michel Liès, Group CEO of Swiss Re
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fInAncIAl sTAbIlITy

A new round of low  
InTeresT rATe compeTITIon?  
effecTs And response

Denis Kessler 
Chairman and CEO, SCOR,  
and Chairman of Discussion 
Session 3  on “Insurance in an Era 
of Financial Repression”

Risk-free rates, such as most government bond yields, have never been so low. 
More recently, credit spreads on corporate bonds have fallen too. As a result, 
insurers’ reinvestment rates are plummeting, meaning a significant fall in 
investment yields on current asset allocations over the next few years. This will 
inevitably undermine profitability. 
According to a study by Morgan stanley,1 due to the insurance industry’s high 
asset leverage to tangible book value (470 per cent), their forecast drop of 140 
basis points in investment yields would result in a 6.6 percentage point impact on 
the return on tangible book value.
Regulators are on their toes too. A prolonged period of low interest rates is 
the second most important risk identified by national european supervisory 
authorities—the most serious risk after regulatory changes and ahead of 
equity risk and economic downturn, according to the classification of the most 
imminent risks for the insurance sector established by the european insurance 
and occupational Pensions Authority (eioPA).2

P&c insurers are already feeling the pain in their short-tail businesses. For a given 
combined ratio, returns on equity (Roes) today are much lower than they used to 
be, and comparatively short duration portfolios mean P&c insurers are hit first. 
Repricing contracts to offset falling yields is difficult because of the excess capital 
and competition. Longer-tailed business also presents a risk, and it may make 
more time for the impact of low rates to be felt, but the effects could be more 
pronounced.
in fact, life insurers are the most exposed. comparatively long asset duration means 
that the effect of low interest rates is delayed, but some life products, particularly 
those with built-in guarantees and subject to “yield spread compression” such as 
fixed annuities, can be greatly impacted. 
The consequences are earnings charges; capital hits; reserve strengthening and 
write-off of intangibles (deferred acquisition cost, value of business acquired, and/
or goodwill); and falling sales for interest-rate sensitive products. For instance, 
according to Moody’s, fixed annuity sales in the U.s. declined 51 per cent in Q3 
2012 compared to Q3 2011.

1 2013 Outlook: Earnings Headwinds—Focus on Growth and Restructuring, 5 December 2012.
2 Financial Stability Report 2012—Second half-year report, p. 26. 

“we hAve chAnGed 
InvesTmenT wITh 
more focus on Alm 
(...) pArTIculArly 
wITh A shIfT To 
lonG-Term AsseTs.”
eRiK oPPeRs

http://eiopa.europa.eu/fileadmin/tx_dam/files/publications/reports/EIOPA_Second_Half-Year_Financial_Stability_Report_2012.pdf
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low InTeresT rATes Are helpInG GovernmenTs, bAnks And 
borrowers AT The expense of sAvers, pensIon funds And  
(re)Insurers, posInG A ThreAT To The profITAbIlITy of The IndusTry 
In The yeArs To come.

whAT cAn Insurers 
do?
insurers have several options to 
cope with the low interest rate 
environment—but they all have 
drawbacks:
•	 cost-cutting, which has limited 

impact;
•	 changing business mix from 

traditional life savings to fee-
based and protection products—
however, customers may be 
reluctant to switch to other 
products;

•	 longer asset duration—but losses 
can occur if interest rates rise;

•	 re-risk bond portfolios—but 
credit spreads are low;

•	 invest in other alternative asset 
classes (infrastructure projects, 
private placements, loans, etc.);  
this option, however, creates 
liquidity constraints as well as 
capital requirements, and is not 
without risk.

whAT’s nexT?
interest rates will rise—the question is 
when, how and how quickly? A sharp 
rise in interest rates would in any case 
be a shock for (re)insurers, with a loss 
of value of bonds on the asset side, and 
in-force savings insurance products 
suddenly becoming unattractive. high 
surrenders could force life insurers to 
sell their assets at lower prices.

From left to right: Andrew Bailey , Deputy Governor for Prudential Regulation and Chief Executive Officer of the 
Prudential Regulation Authority, Bank of England; Denis Kessler,  Chairman and CEO, SCOR ; Erik Oppers, Deputy 
Division Chief for the Global Financial Stability Division in the Monetary and Capital Markets Dept., IMF  and Horishi 
Shimizu, Managing Director, Nippon Life Insurance Company

Under extreme scenarios, liquidity 
shortages cannot be ruled out 
altogether—and insurers do not 
have access to central bank liquidity. 
shareholders’ equity would suffer; 
thus reinsurance capacity would 
appear to plunge by about 10 per cent 
for every increase of 100 basis points 
in interest rates. And inflation might 
simultaneously lead to a re-evaluation 
of long-tail reserves, putting more 
pressure on balance sheets.
in order to avoid such situations, it 
is key that central banks succeed in 
reverting to normal monetary policies 
and normal interest rates in a gradual 
and orderly fashion.
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InsurAnce In The economy

how To mAke InsurAnce 
relevAnT AGAIn

Mike McGavick
CEO, XL Group plc, and Chairman 
of the discussion session on 
“Insurance/GDP—Insurance 
Relevance in the Modern 
Economy”

Overall non-life penetration and growth 
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The relevance vulnerability faced by the insurance industry can be attributed to 
three principle causes. First, as companies become ever larger, they tend to find 
insurance less relevant to their activities, and are able and willing to hold more risk 
on their own balance sheets. 
second, technology is driving the rate of change faster and faster, and has 
disrupted products that insurance usually provides. in the span of time insurers 
would traditionally take to amass the amount of data for underwriting comfort, 
entire industries now come and go. And physical products, the manufacturing, 
transportation and value of which are insured, are being replaced by digital 
formats where insurance plays a relatively small role. cell phone applications, for 
instance, are concentrating capabilities into one product and are taking the place 
of watches, clocks, cameras, GPs devices, music players and so on.
For an industry that requires long data sets before transferring risk, it is difficult 
to keep step with these new and constantly evolving products. And where we 
are starting to make an impact, in areas like cyber risk, the low product take-up 
rate demonstrates that the coverage itself is not yet viewed as critical to the risk 
management framework of many clients.
Finally, there is the complexity of the interconnected economic system today, as 
the insurance industry continues to struggle to find ways to insure global business 
supply chains. This was evidenced most recently by the floods in Thailand and the 

FIGuRe 1:  oveRALL non-LIFe peneTRATIon AnD GRoWTH— DoWnWARD TRenD

Source: Swiss Re and IMF.



17www.genevaassociation.org @TheGenevaAssoc

The IncreAsInG sIze of compAnIes And The rApId pAce of chAnGe 
meAn ThAT InsurAnce, TrAdITIonAlly An IndusTry ThAT hAs been 
slower To InnovATe, fAces A relevAnce vulnerAbIlITy And Is AT 
rIsk of pArTIcIpATInG less In The modern, TechnoloGy-drIven 
economy TodAy.

tsunami in Japan, which disrupted the 
delivery of auto parts throughout the 
world.
non-life products are particularly 
affected by this trend; most mature 
markets have experienced eroding 
levels of the insurance sector’s 
contribution to GDP since 1995. 
emerging markets generally post rising 
ratios, but since they still represent 
a small portion of the market the 
overall global trend is down (see  
Figure 1).
Life products, on the other hand, have 
experienced mildly increasing ratios 
in the past 15 years, but here, too, 
there is the fear of a technologically 
driven disruption of life services. 
The precision of genetic testing, for 
example, could remove fortuity from 
its proper role.

summAry of The 
dIscussIon sessIon 
on The relevAnce 
of InsurAnce  
To The economy
Innovation and creativity

Patrick Ryan, chairman and ceo of 
Ryan specialty Group, LLc, and one 
of the panellists at the discussion 
session, highlighted the important 
role that innovation and creativity 
in the insurance sector have played 
in solving problems in the past—and 
can play now. “insurers have often 
displayed solid risk management 

over the years, as evidenced by the 
frequency rates of so many lines of 
coverage,” he said. 
he also recalled the very real societal 
benefits that insurance provides the 
world. “When we are innovative and 
creative, we bring solutions to those 
who need them,” he added, pointing 
as an example to the convergence 
between the reinsurance sector and 
capital markets.
in the U.s., consortiums are being 
developed to allow companies to 
take on smaller portions of very great 
risks, such as california earthquakes. 
As businesses increasingly forego 
discretionary insurance for budgetary 
reasons (or by self-insuring), 
consortiums can offer a solution for 
compulsory insurance (real estate, 
workers’ compensation, professional 
protection) and lines of business that 
are too risky for one carrier.
Ryan also cited tax, indemnity 
requirements, litigation risks and 
other lines of business related to 
mergers and acquisitions as further 
avenues of growth for the insurance 
sector. he concluded by saying, “The 
industry started with people pooling 
their risks, and it should do so again 
in a creative and innovative way. The 
industry has a need for talent, and it 
is now attracting that talent. We must 
come together as an industry to solve 
these issues.”
Panellist Rupert Flatscher, head of 
Risk Trading,  Munich Re, also touched 
upon alternative capacity sources, 

such as catastrophe (cat) bonds, as 
a solution to a lack of traditional 
capacity, which can occur in narrow 
markets (wind insurance in the U.s.) 
or in sectors where it is difficult to 
achieve sufficient traditional cover 
(business interruption, extreme 
mortality). in these cases, cat bonds 
can provide not only sufficient cover, 
but also a price advantage through a 
parametric trigger (e.g. earthquake 
securitisation).

he also mentioned cycle 
management, the long-term 
build-up of alternative capacity, 
regulatory considerations, temporary 
market dislocations, diversification, 
reputational concerns and better-
than-market terms, as strategic and 
opportunity-driven motivations for 
insurers to turn to capital markets 
for support, coverage and capacity. A 
review of asset allocation data shows 
that U.s. pension funds in particular 
have increased their commitment to 
alternative capital sources such as cat 
bonds in their hunt for uncorrelated 
investments, mainly through 
investments in dedicated insurance-
linked securities funds (see Figure 2). 

The danger of intangible 
assets

Dr Martin Mullins, head of the 
Department of Accounting and 
Finance and Lecturer, insurance, at 
the University of Limerick in ireland, 
suggested that the advent of the 
information society, where economic 



18 The Geneva Association | General Assembly Review 2013

value is increasingly tied up in values 
and ideas, was a real danger for the 
long-term relevance of the industry to 
the economy. 
“it’s less about what’s on the streets 
and more about what is in people’s 
brains—that’s where the risks of the 
modern economy reside,” he said. he 
invited the Members of The Geneva 
Association to consider insurance 
through the principles of history and 
philosophy, and suggested that the 
two main axes of insurance—risk 
and value—are rendered potentially 
obsolete.
indeed, never has so much attention 

been given to beliefs and attitudes 
since the Middle Ages. insurance came 
to age in the 17th century, in an era 
of materialism and reason. But now, 
economic value has migrated from the 
material to the non-material, from the 
physical to the metaphysical.
The knowledge society has taken us 
into a very different, indeterminate 
world where value is concentrated in 
assets that are underpinned by trust, 
beauty, confidence, aesthetics and 
memory. These assets are elusive and 
it is difficult to assign a numerical 
value to them—and yet, they are 
ubiquitous and likely to last a long 

time. Furthermore, the event that 
triggers a claim is far from self-evident 
when it comes to intangible assets.
Dr Mullins went on to say that the 
issue of intangible assets in insurance 
is an interdisciplinary challenge, not 
just an accounting one. it has become 
difficult to track real value in modern 
companies, particularly as there has 
been a profound shift in where value 
resides in the economy: in 1978, 
5 per cent of economic value was 
considered intangible; today it is in 
excess of 70 per cent.
Aside from some work in the area of 
reputational risk, Mullins claimed that 

InsurAnce In The economy

FIGuRe 2: CAT BonD InveSToR BASe CoMpoSITIon (In uS$Bn)*

Source: Munich Re.

2013**2007
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there has been no adequate response 
from the industry. And even in this 
area, 80 to 90 per cent of reputational 
risk exposures are not captured by 
current policies. More nuanced, 
intuitive measures and wisdom are 
required.
nikolaus von Bomhard, chairman of 
the Management Board, Munich Re, 
said that the coverage of what he 
called “brain risks” would require a lot 
of education, not only for staff, but 
also for stakeholders. he said that he 
felt the industry was willing to adapt 
and had the stamina to do so, but he 
was not sure that shareholders would 
follow.
Dr Mullins concluded by saying that 
the industry might not have the choice, 
and agreed that it was a long-term 
project. he believed that the solution 
is in an interdisciplinary space—part 
financial, part psychological—and that 
the industry needed to be much more 
emotionally aware.

Dr Martin Mullins, Head of the Department of Accounting and Finance and 
Lecturer, Insurance, at the University of Limerick, Ireland

Patrick Ryan, Chairman and CEO of Ryan Specialty Group, LLC,  and Rupert 
Flatscher, Head of Risk Trading, Munich Re 
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InsurAnce In The 
developInG economIes
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Should insurers focus more on growth 
in emerging markets? 

  Emerging markets +890bn 

     Emerging Asia +622bn 

     Latin America +179bn 

     Eastern Europe   +55bn 

     Middle East and Africa   +34bn 

  Developed markets +917bn 
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1) Profitability distribution of 406 life and non-life insurers (legal entities) operating in Emerging Asia and Latin America. Average from 2006-2009. 
Non-life u/w profitability = (premiums - claims - commission - internal expenses) / direct premiums. Life profit margin = net profit / direct premiums. 

2) Based on variable exchange rates. 
Source: Allianz SE, GER&CD; Swiss Re sigma. 

… that depends! 

Michael Diekmann
Chairman of the Board of 
Management, Allianz SE and 
Chairman of Discussion Session 2 
on “Insurance in the Developing 
Economies—Building Resilience 
and Supporting Growth”

Premium growth in developing markets has now largely surpassed that in 
developed markets due to a growing middle class and rising GDP, albeit from a 
low base. current low levels of insurance penetration and greater liberalisation 
of insurance markets in these countries represent an attractive proposition 
at first glance. For example, the premium potential in the emerging markets is 
considerable. 
however, markets are becoming less liberalised and more restrictive, and 
profitability is often a challenge (see Figure 1 below). indeed, there are various 
barriers to an emerging market strategy that must be considered: high set-up 
costs, regulatory restrictions, access to distribution, local market knowledge and 
domestic competitors, to name but a few. 

The role of InsurAnce In supporTInG 
GrowTh
At the discussion session on insurance in the developing economies, panellist 
Michel noel cited the value that his employer, the World Bank, places on the 
role insurance can play in supporting growth in emerging markets. “over four 

FIGuRe 1: pReMIuM GRoWTH In DeveLopInG MARKeTS

Source: Allianz SE, GER&CD; Swiss Re, sigma

InsurAnce In The economy
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InsurAnce Is essenTIAl In supporTInG And AccelerATInG 
GrowTh In developInG economIes. There Are chAllenGes of 
breAkInG InTo developInG world mArkeTs, where ATTrAcTIve 
low levels of InsurAnce peneTrATIon And GrowTh prospecTs 
Are counTerbAlAnced by lImITed Gdp per cApITA, home-counTry 
IncumbenTs And reGulATIon.

billion people experience hardship in 
paying for affordable care,” he said. 
“collaboration between the World 
Bank and the insurance industry can 
make a huge difference for the life of 
people on the ground.”
he also cited the work being done in 
developing support for disaster risk 
financing and increasing resilience 
to natural disasters. The average 
annual number of disasters has 
almost doubled since the 1980s, 
and droughts and storms even more 
so. As Figure 2 illustrates, damages 

and losses resulting from these 
natural catastrophes are constantly 
increasing, and fatalities reached over 
3.3 million between 1970 and 2010.
in its work to prepare for these 
crises, the World Bank is focusing on 
global approaches to post-disaster 
needs assessments and coordinated 
emergency surge capabilities for 
rapid responses and risk-sharing 
mechanisms (after the Japan 
earthquake, G20 countries made 
serious commitments to support 
measures). noel said the World Bank 

hopes to engage with the insurance 
industry to help develop risk-sharing 
mechanisms and design innovative 
finance and insurance products, 
as well as provide knowledge and 
expertise.
Another area where insurers can 
contribute to developing economies 
is by investing in infrastructure, 
which is attractive as a fixed-income 
alternative that is largely uncorrelated 
to capital markets. “it is clear that, 
due to limits on government budgets 
and the increasing reluctance of 

FIGuRe 2:   FRequenCY oF AnD DAMAGeS ReSuLTInG FRoM nATuRAL CATASTRopHeS BeTWeen 1970 
 AnD 2012

Source: World Bank
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banks to provide long-term financing, 
institutional investors can play a 
very important part in supporting 
infrastructure investments,” said noel.

The cee And The 
lATIn AmerIcAn 
perspecTIve
in his presentation at the discussion 
session, Andrzej Klesyk, ceo, PZU 
Group, touched upon the specific 
advantages and risks for insurers 
moving into central and eastern  
europe (cee). he said that, while 
both life and non-life markets were  

attractive and certainly expected to 
grow (see Figure 3), the cee was a 
large and very diverse area, with a 
variety of languages and cultures, 
no economies of scale, and differing 
regulation and accounting standards.
There were also issues of brand 
recognition, Klesyk said, as well 
as best practices in asset and risk 
management that were different to 
those developed in Western europe. 
“Players should enter in a smart move, 
otherwise it will be a value-destructive 
move for the shareholders,” he 
concluded. 
The Latin American perspective was 

Both Life and non-Life markets  
in CEE will grow 
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FIGuRe 3:  GRoWTH poTenTIAL In Cee LIFe AnD non-LIFe MARKeTS

Source: OECD

provided by Patrick de Larragoiti 
Lucas, President, sulAmérica seguros 
s.A., who described the challenge of 
entering a market with a world share 
of GDP and population of 8 per cent, 
but a share of premiums of 3.4 per 
cent, and GDP per capita still only at 
Us$10,000.
however, the region is demonstrating 
strong growth, particularly Brazil, 
where inflation is now under control, 
unemployment has dropped to  
5 per cent and written premiums have 
experienced 9–10 per cent real growth 
in the last 10 years. The increasing 
middle class (five million people every 

InsurAnce In The economy
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year are lifted out of poverty) and 
strong demographics are redefining 
the economy and providing a growing 
customer base for goods and services. 
These factors suggest high market 
potential and room for growth in 
insurance penetration. There are 
hurdles, however, and these include 
the need to adapt insurance products 
and services to provide a more positive 
customer experience; partnerships 
between governments and insurers, 
particularly to promote education; 
tailored products (microinsurance can 
be expanded considerably); and more 
efficient regulation.

reGulATIon In 
emerGInG mArkeTs
Many questions from Members after 
the discussion presentations focused 
on the issue of regulation in developing 
economies. There is some sense that 
insurers receive little support from 
international organisations like the 
World Bank or the international 
Monetary Fund (iMF), who do not 
always tie their projects to the concept 
of open markets.
Michel noel responded by saying that 
the World Bank could not impose 
liberalisation in countries such as 

From left to right: Andrzej Klesyk, CEO, PZU Group; Michael Diekmann, Chairman of the Management Board, Allianz 
SE; Patrick de Larragoiti Lucas,  President, SulAmérica Seguros SA; and  Michel Noel, Manager, Non-Bank Financial 
Institutions, World Bank

india and china, as needed as it 
might be. The World Bank would, 
however, help countries assess  
their compliance with the core 
principles of the international 
Association of insurance supervisors 
(iAis).
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cyber rIsk

The new AGe of cyber rIsk

eric Grant 
Communications Manager,  
The Geneva Association

Robert Benmosche, ceo, American international Group (AiG), chaired the 
breakout session on cyber risk and opened with an anecdote about a personal 
hacking experience to illustrate society’s vulnerability to cyber hacking and its 
ability to disrupt lives and businesses.
indeed, deliberate misuse of sensitive company data can in some cases force a 
company into bankruptcy—and yet access to such confidential information is, 
unfortunately, far too readily available today, not only internally to employees, 
but also externally to hackers, organised crime and predatory governments. The 
need to protect persons and companies from digital theft must be balanced, 
however, with the ability to share information rapidly and effectively.
Panellist sir Richard Dearlove, former head of the British secret intelligence 
service (Mi6) and Master of Pembroke college, cambridge, listed five sources of 
cyber risk:
•	 disgruntled employees stealing confidential information;
•	 skilled individuals who exploit cyber space for monetary gain and identity 

theft;
•	 “hacktivists” who take an anarchical approach to the internet, claiming it 

should be a free space, entirely unregulated;
•	 cyber terrorism—the most recent risk, but not yet an immediate one;
•	 activities, such as industrial and corporate espionage, driven by nation states.
The most serious and invasive threat, according to sir Richard, is state-sponsored 
attacks aimed at rapidly closing the economic gap with the West, using almost 
unlimited resources. in this regard, the landscape has shifted rapidly from 
exploiting systems with a view to draining information to disrupting systems, 
which underlines a more destructive motive.
According to panellist Kim Peretti, Partner, White collar crime Group, Alston 
& Bird LLP, “generally, three common scenarios exist in data breach and cyber 
intrusion response: an internal investigation to fix a technical problem, an 
assessment of credit card exposure or an investigation to determine compliance 
with state data breach notification statutes”.
however, these responses may be insufficient if they do not involve a 
comprehensive review of the incident and its global impact on the company. “in 
every breach, companies should know how broad and deep the intrusion was. The 
price to pay down the road may otherwise prove unexpectedly steep.”
sir Richard concurred, stating that breaches today were no longer “smash and 
grab operations”, but deep and prolonged intrusions that could last 18 to 36 
months before being detected.
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wITh An overwhelmInG mAjorITy of compAnIes reporTInG cyber 
breAches, And The number of breAches up by 50 per cenT In The 
pAsT yeAr, cyber securITy hAs now become, or should be, A Top 
prIorITy for ceos.

poTenTIAl for 
InsurAnce
With 93 per cent of companies 
reporting breaches, the number of 
breaches up by 50 per cent in the past 
year alone and each breach costing on 
average £450,000 to £800,000, there 
is the potential for insurance to play 
a significant role in addressing cyber 
risk. 
Panellist Patrick connelly, chief 
Broking officer, Financial services 
& Professional Group, Aon Risk 
solutions, said that where insurance 
has been most responsive since the 
late 1990s is with respect to the 
serious criminal element of data theft 
and financial fraud. 
The legal and regulatory environment, 
at least in the U.s., has evolved to 
make businesses responsible for the 
response to and consequences of 
cyber threats, turning an almost non-
existent market into a billion-dollar 
market today. But elsewhere, the idea 
of business responsibility for cyber 
attacks is only slowly gaining traction, 
and so exposure and the need for a 
product will grow accordingly.
Difficult areas for insurance are 
the threat to critical infrastructure 
and cyber terrorism, where attacks 
initiated digitally lead to physical and 
tangible damage. in this regard, it is 
important for companies and insurers 
to study exactly what part of the 
business would be affected in order 
to make an accurate assessment of  
the risk. 

Another, essential issue for the 
industry to think about is how they 
write their general policies, said 
connelly. companies generally work 
with the assumption that general 
liability, property and casualty or 
reputational policies cover cyber risks, 
but often only very specific and limited 
aspects of a breach are covered.
currently, the insurance capacity is 
there to meet demand—but that may 
also be because few companies are 
talking about the exposure. “it should 
be a common cover in the next few 
years, and there will need to be much 
more capacity,” said connelly. But 
while insurers could meet demands 
for stand-alone cyber insurance, it 
may have difficulty in cases of attacks 
to critical infrastructure, particularly 
for energy companies where costs 
could be in the billions of dollars.

Sir Richard Dearlove, former Head 
of MI6 and Master of Pembroke 
College

Robert Benmosche, CEO, AIG
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keynoTe And specIAl GuesT 
speAkers

This year’s General Assembly in London opened with a video presentation by HRH The Prince of Wales. This was followed by a 
keynote speech by George Osborne, Chancellor of the Exchequer. Robert Peston, Business Editor for BBC News, was the special 
guest speaker on the second day. 

hrh The prince of wales touched upon the importance of insurance’s role in addressing climate change. he spoke about 
climateWise, an initiative set up in conjunction with the Association of British insurers (ABi), and thanked the insurance 
industry for its commitment to and investment in helping to reduce the  impact of climate-related behaviour and raising 
awareness about how to deal with climate risk.

Reception with HRH The prince of Wales at Clarence House
From left to right and front to back: Rowan Douglas, CEO, Willis Analytics, London; Tidjane Thiam, Group Chief Executive, 
Prudential plc., London;  HRH The Prince of Wales;  Donald Guloien, President and CEO, Manulife Financial Corporation, 
Toronto; Michael A. Butt, Co-chairman of The Geneva Association’s Climate Risks and Insurance (CR+I) project and 
Chairman of Axis Capital Holdings, London; Mark Wilson, CEO, Aviva plc, London; John H. Fitzpatrick, Secretary General, 
The Geneva Association, Basel/Geneva; Michael McGavick, CEO, XL Group plc, Hamilton, and Chairman of  The Geneva 
Association; Carlo Acutis, Vice President, Vittoria Assicurazioni S.p.A., Turin;  Dr h.c. Walter R. Stahel, Vice Secretary 
General and Head of Risk Management Research, The Geneva Association, Geneva; Barbara Botterill, Conference 
Coordinator, The Geneva Association, Geneva; Katharine Thoday, Programme Manager, Cambridge Programme for 
Sustainability Leadership, London; and Justin Mundy, Director, The Prince’s Charities’ International Sustainability Unit, 
London 
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he provided insight into how insurers can better engage in climate-related 
investment strategies and highlighted possible avenues of improvement for 
insurers to help protect ecosystems and encourage land-use strategies, as well 
as develop innovative products that encourage better, sustainable behaviour 
among consumers, promote dialogue with national and local authorities, support 
scientific research and educate the public about climate risk. he finished his 
address by stating that “in many ways, if you think about it, your sector could 
hold the key to overcoming the multiple risks the world now faces”.

George osborne, chancellor of the exchequer, began by recalling the 
importance of insurance in underpinning trade and supporting the economy. 
he went on to say that the U.K. needed to do more if it wants to stay ahead in 
this global industry, in particular, the country required efficient regulation, a tax 
system that provides a competitive edge and an enlargement of free trade.
he summarised a list of policies that he had implemented to forward this 
ambition, and expressed his support for solvency ii and his understanding that 
insurers need certainty, but also said that “we need to get the framework right”. 
he said that banks and insurers must be differentiated, and confirmed that long-
term liabilities and long-term assets define insurance—and that this must be 
defended to protect long-term investment.

robert peston, business editor for bbc news, painted a stark picture of the 
current economic climate, with large deficits, account imbalances and growing 
labour costs in the eurozone. Reforms essential to the long-term stability of the 
eurozone such as a centralised pool of funds for resolution, insurance, deposit 
and spending remain elusive. he also raised the issue of the low-interest rate 
environment and whether we face a soft or hard landing.
The immediate bankruptcy of spain and italy was avoided, but recession and high 
unemployment mean that there is still significant risk, including of social unrest 
and political extremism, if we enter a long period of economic stagnation. “The 
immediate crisis is resolved, but fundamental flaws in financial globalisation have 
not been fixed—not remotely”, he said. “People have been lulled into a false sense 
of security.”

Robert Peston, Business Editor for 
BBC News

George Osborne,Chancellor of  
the Exchequer

pAul Tucker, depuTy Governor of The bAnk of enGlAnd, And pAul 
shArmA, depuTy dIrecTor of InsurAnce supervIsIon of The u.k.’s 
fInAncIAl servIces AuThorITy (fsA) Also GAve keynoTe speeches on 
The TopIc of fInAncIAl sTAbIlITy In InsurAnce, And TheIr commenTs 
Are revIewed on pp. 12-13 of ThIs revIew.
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phoTo GAllery

The members of The GenevA AssocIATIon boArd (june 2013)

Clockwise from top left: Esteban Tejera Montalvo, First Vice Chairman, MAPFRE, Madrid; Richard Ward, CEO, Lloyd’s, 
London; Mark Wilson, CEO, Aviva plc, London; Henri de Castries, Chairman of the Management Board and CEO, AXA 
Group, Paris; Tidjane Thiam, Group Chief Executive, Prudential plc, London; Donald Guloien, President and CEO, Manulife 
Financial Corporation, Toronto; Patrick de Larragoiti Lucas, President, SulAmérica Seguros, Rio de Janeiro; Denis Kessler, 
Chairman and CEO, SCOR, Paris;  Mario Greco, Group CEO, Assicurazioni Generali S.p.A., Milan; Carlo Acutis, Vice 
President, Vittoria Assicurazioni S.p.A., Turin;  Michel Liès,Group CEO, Swiss Reinsurance Company Ltd, Zurich; Kunio 
Ishihara, Chairman of the Board, Tokio Marine & Nichido Fire Insurance Co., Tokyo; Mike McGavick, CEO, XL Group plc, 
Hamilton and Chairman of The Geneva Association; Nikolaus von Bomhard, Chairman of the Board of Management, 
Munich Re, Munich, and former Chairman of The Geneva Association; John Strangfeld, Chairman and CEO, Prudential 
Financial Inc., Newark; Michael Diekmann, Chairman of the Management Board, Allianz SE, Munich; and Yan Wu, 
Chairman and President, The People’s Insurance Company (Group) of China Ltd, Beijing. In absentia Martin Senn, CEO, 
Zurich Insurance Group, Zurich 
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The Right Honourable the Lord 
Mayor of London, Roger Gifford

Mike McGavick, XL Group plc, thanks Nikolaus von Bomhard, Munich Re on 
behalf of the Membership for his four years of strong chairmanship

Charles Phillips, Amlin; Stephen Catlin, Catlin; and The Right Honourable 
David Miliband, former Secretary of State for Foreign and Commonwealth 
Affairs, at Mansion House

Guests arrive for the gala dinner 
beside the Lutine Bell on the main 
Lloyd’s underwriting floor
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John Strangfeld, Prudential Financial and Martin Strobel, Baloise in discussion 
at the Statutory Assembly 

Ajit Jain, Berkshire Hathaway 
Reinsurance Group

Tidjane Thiam, Group Chief 
Executive, Prudential plc

Yoshihiro Kawai, IAIS and Mike McRaith, U.S. Federal Insurance Office at the 
General Assembly

photo gallery



31www.genevaassociation.org @TheGenevaAssoc

Paul Tucker, Bank of England and Paul Sharma, Prudential Regulation 
Authority at the Financial Stability discussion

Tracie Grella, AIG Property 
Casualty

Shaun Wang, the newly appointed Deputy Secretary General and Head of 
Research, with John Fitzpatrick, Secretary General of The Geneva Association

Michael A. Butt, Axis Capital 
Holdings





This review is a retrospective on some of the key discussions at The Geneva Association’s 
40th annual General Assembly in London. Comprising essays by insurance CEOs and staff of 
The Geneva Association, it is intended to provide an insight into the General Assembly, the 
most prestigious gathering of insurance CEOs worldwide, and some of the strategic issues 
discussed by the insurance leadership. Subjects include financial stability in insurance, 
climate risks, developments in liability and law, demographics, as well as opportunities 
open to the industry.
  
The Geneva Association is the leading international insurance think tank for strategically 
important insurance and risk management issues. Its members are the CEOs of the leading 
insurers and reinsurers.
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