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Underwriting profit driven by LOW LEVEL 
OF major claims and reserve releases  

Source: Lloyd's pro forma financial statements 
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Analysis of accident year ratio excl major 

claims (%) 

2013 2014 

Loss ratio 52.9 54.0 

Expense ratio 37.1 39.1 

FX 0.4 (0.4) 

Total 90.4 92.7 

Major claims (£’m) 

2013 2014 

Hurricane Odile 

(California) 

- 153 

Tripoli airport attacks - 153 

Other (largest £79m; 

2013 largest £120m) 
873 364 

Total 873 670 

Reserve release (£’bn) 

2013 2014 

Net earned reserves 

b/fwd 

29.5 28.4 

Release 1.6 1.6 

Release % of reserves 5.3 5.5 
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Overall experience was good 
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Historic cats reducing over time… 

Source: Lloyd’s QMA returns 
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Even the bad casualty years were 
getting better…  but… 

Source: Lloyd’s TPD database – Excludes two syndicate. Net of reinsurance 
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loss ratios for recent years pushed out 
 
ULR relative to 2014 YOA 

Source: Lloyd’s TPD database 

Net Earned 

ULRs
2008 2009 2010 2011 2012 2013 2014

At 12 

months
12% 4% 9% 2% 1% -3% 0%

At 24 

months
14% 11% 8% 7% 5% 3%

At 36 

months
26% 8% 7% 6% 7%

At 48 

months
34% 12% 7% 7%

At 60 

months
35% 5% 5%

At 72 

months
35% 4%

At 84 

months
33%
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2014 YOA ULR lower 

than 2013 YOA ULR 

(32 agents) 

2014 YOA ULR higher 

than 2013 YOA ULR  

(13 agents) 

this was spread across managing agents.. 
(premium in excess of £10m for Casualty)  
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and class of business… 

2014 YOA ULR higher 

than 2013 YOA ULR  

Only for smaller classes 

of business 

2014 YOA ULR lower than 

2013 YOA ULR  

for most larger classes 
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TRENDS ALSO SEEN… 
OS: INC ratio weakening (Casualty) 
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TRENDS ALSO SEEN… 
No speed up in settlement patterns 

Source: Xchanging data 
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TRENDS ALSO SEEN… 
Claim numbers stable 
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TRENDS ALSO SEEN… 
A shift to binders (Casualty) 

 

 

 
PYOA Binders % Binders (ILR) Non Binders (ILR) 

2009 30% 42% 33% 

2010 34% 45% 26% 

2011 34% 36% 26% 

2012 37% 29% 14% 

2013 42% 20% 11% 

2014 43% 7% 2% 

Source: Xchanging data 
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TRENDS ALSO SEEN… 
A shift to binders can impact reserves 

 

Source: Xchanging data 
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Market was asked to be aware.. 

► Letter sent to the market on 24th June 2015 reminding 
boards to consider: 

– Sensitivities in own technical provisions 

– How the reserving cycle is being addressed 

– Reserve Benchmarking comparisons 

– Appropriate level of challenge  

► Lloyd’s actions (in conjunction with Claims and Class of 
Business): 

– Analysis of casualty bridging information requested 
from the market 

– Thematic reviews 

– Strength of case reserves 

– Changes in settlement patterns 
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► Requested from market 

– Aim to demonstrate movement in ULRs for 

reserving and comparative ULRs for business 

planning 

– Reviewed and emails requesting clarification have 

been sent 

– Follow up data is in the process of being collected 

– Aim to feedback to market end of November 

bridging analysis Request  
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Bridging analysis for market – 
shows lower 2014 ULR… 

2012 
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…explained by rate improvements and 
underwriter actions 

DRAFT 
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► 5 Casualty classes reviewed: 

– NM General Liability (non-US) 

– Professional Indemnity (non-US and US) 

– Financial Institutions (non-US and US) 

► Selection based on Lloyd’s market level projections  

► Metrics included: 

– OS:Inc 

– IBNR:OS 

– Reserve:Ult 

– ULR development 

– Speed of development 

► Any potential concerns highlighted will be fed back to market/ 
syndicate 

 

 

 

Thematic review 
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Mid-year results - TPL 
2
0
1
4
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L
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2013 ULR 

2013 vs 2014 held ULR 

Syndicate strengthened > £1m

Syndicate released < £1m

Other
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Half year casualty Release as 
percentage of year end margin 

 Fourth quartile Net RBI

Second or third quartile Net RBI

 First quartile Net RBI
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► Submitted in June 

► Around 20 IMAP firms understood to still be in the process 

► Following up on any queries as they arise 

► PRA will advise all IMAP firms of outcome in December 

 

 

 

IMAP 



© Lloyd’s 25 

Technical Provisions Guidance 

► EIOPA requirements now finalised 

► Guidance update published on Lloyds.com 

► Compliance expected from 2015Q2 onwards 

► A number of areas have seen 

changes/clarifications: 

– Contract boundaries 

– Risk margin calculation 

– Look through on binders business 

– Matching and volatility adjustments 

– Relabelling of Binary Events as ENIDs 

 

 

http://www.lloyds.com/~/media/files/the market/operating at lloyds/solvency ii/2015 guidance/technical provisions guidance july 2015.pdf
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Technical Provisions Guidance – 
Contract boundaries 

► Focus on: 

– Whether the contract is legally obliged 

– Contractual terms  

► We expect this change to increase net technical 

provisions 

– Quantum of change will depend on annual pattern 

of RI purchase and contract terms 

► The increase to liabilities will have an impact on 

SII member’s balances 
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Contract boundary adjustment 

Q2 

TPs 

SCR 

ECU 

Previously 

Contract 

boundaries 

change 

TPs increase, 

SCRs and ECU 

reduction 

Impact reversed 

by adding back 

the difference: 

1.35SCR –Q2TPs 

Adjusted 

position 

► If the change is not made to the SCR the Q2 TP impact is 

removed from the ECA 



© Lloyd’s 28 

Reserve Benchmarking 
 
► Packs sent to the market in June and discussed with 

agents in Q3 

► Continue to calculate an index on two bases: 

– held reserves  

– best estimate reserves 

► Minimal changes since the 2013 YE exercise 

– Risk code mappings/classes 

– IBNR burn and Premium realisation 

– Analysis of acquisition costs 

► Produces a ‘reserving risk league table’ 

► Continues to be a good predictor of reserve movements, 
with correlation between the two bases 
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RESULTS AT A GLANCE 

Source: Lloyd's pro forma financial statements, 30 June 2015  
1Annualised basis 

Jun 2014 Jun 2015 

Gross written premiums £m 14,481 15,513 

Combined ratio (%) 87.4 89.5 

Investment return (%) 1.3 0.6 

Profit before tax £m 1,652 1,194 

Return on Capital1 (pre-tax) (%) 16.3 10.7 
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LLLOYD’S OUTPERFORMS COMPETITOR 
GROUP 

Source: Lloyd’s pro forma financial statements, 30 June 2015; competitor group formed of 11 companies operating in US, European and 

Bermudan markets. These companies are Ace, AIG, Arch, Everest Re, Hannover Re, Mapfre, Munich Re, Partner Re, SCOR, Swiss Re, 

XL. 
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PROFIT REDUCED THROUGH LOWER 
INVESTMENT RETURNS … 

£’m Jun 2013 Jun 2014 Jun 2015 YTD % change 

Gross written 

premium1 

15,496 14,481 15,513 +7 

Net earned premium 9,592 9,511 10,037 +6 

Net earned claims (4,853) (4,693) (5,018) +7 

Net operating 

expenses2 

(3,478) (3,619) (3,966) +10 

Underwriting result 1,261 1,199 1,053 -12 

Investment return3 247 647 339 -48 

FX gain / (loss) - (99) (85) -14 

Other 

income/(expenses)4 

(129) (95) (113) +19 

Profit before tax 1,379 1,652 1,194 -28 

GWP % 

Prices5 -5 

Currency movements  +6 

New syndicates6 +1 

Existing syndicates +5 

Total +7 

Investment return % 

2013 2014 2015 

0.5 1.3 0.6 

Source: Lloyd’s pro forma basis, 1 GWP restated for Special Purpose Syndicates (see glossary in Annual Report), 2Technical account, 
3Return on syndicates’ assets, members’ funds at Lloyd’s and central assets, 4  Non-technical account, 5 Prices = Risk adjusted rate 6 

Syndicates that started trading in 2013-15 
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… AND PRESSURE ON CURRENT PRICES 
AND EXPENSES  

Source: Lloyd's pro forma financial statements, 30 Jun 2015 

Analysis of accident year ratio excl major 

claims (%) 

2014 2015 

Loss ratio 55.9 55.3 

Expense ratio 38.1 39.5 

Total 94.0 94.8 

Reserve release (£’bn) 

2014 2015 

Net earned reserves 

b/fwd 

28.4 29.3 

Release 0.8 0.8 

Release % of reserves 2.7 2.8 

Major claims (£’m) 

2014 2015 

Pemex 173 

Other (largest £39m; 

2014:  largest £75m) 
134 95 

Total 134 268 
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H1 major claims below the long term 
average, though modestly higher than 
2014 
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LLOYD’S MAJOR CLAIMS: NET ULTIMATE CLAIMS 

H1 H2

Indexed to June 2015. Claims in other currencies translated at the exchange rate prevailing at the date of loss. Excl 2015  year H1 

average £530m.; 5 year H1 average £1,222m 
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ACCIDENT YEAR RATIOS ACROSS ALL 
CLASSES IMPACTED BY PRESSURE ON RATES 
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Source: Lloyd’s pro forma financial statements, June 2015; NEP: Net Earned Premium 
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ALL CLASSES EXPERIENCING 
CONTINUED PRIOR YEAR RELEASES 
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SAO report feedback provided 
 

Note:  

For comparison purposes, the 2011 score is also shown rebased to represent ‘Lite’ review. The 2013 score is also shown rebased 

to show the average of the 2013 scores for the reports which have been  reviewed at 2014 year-end.    

60%
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71% 72% 72% 73% 73%
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Overall performance for all producers by year-end
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Requirements

Good

Excellent
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► Improvement in range and consistency 

AFRs – Improvement in ‘score’ 
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Quarterly info to CALM 

Accident & Health Aviation Casualty Casualty Treaty Energy Marine Overseas Motor Property D&F Property Treaty

2006 & Prior

2007

2008

2009

2010

2011

2012

2012 & Prior

2013

2014

2014  Prior

► Compares AvE analysis based on market level projections to level of 

IBNR held 

► Green shows AvE is less than 10% of market held IBNR 

► Red shows AvE is greater than 10% of market held IBNR 

► Amber is in the middle with the arrows suggesting direction (up 

pointing towards red and down towards green) 
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SCR reviews in 2015 

► Lloyd’s action: 

– Light reviews in July 

– Share “Analysis of Change” with Agents 

– More transparency with market 

– Avoids iterations of review process 

► Agents to complete as part of submission 

– “Analysis of Change” template in September 

– “Supplementary Questionnaire” in September 

► No issues identified  Fast track review  

► Examples of “issues”:  

– Changes vs. exposure without reasons (e.g. RI change) 

– Failed test(s) or reconciliations 

– Late submission / incorrectly completed forms 

 
Note : for active syndicates only 
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SCR 2015 Review Dates 

Submission / approval dates SBF and LCR Required submissions 

3 July 
• Provisional 2016 SBF 

• Draft 2016 LCR 
• Supplementary Questionnaire 

• Aligned and non-aligned 
syndicates 

  

3 July • Provisional Validation Report (optional but strongly encouraged) 

18 July • Lloyd’s SBF Feedback  deadline for non-aligned syndicates 

Mid-August (15th) 
• Lloyd’s Capital feedback deadline for all syndicates 

(as last year will aim to be sooner in most cases) 

16 September 

• Final 2016 SBF • All syndicates 

• Final 2016 LCR 
• Supplementary Questionnaire 

  

• All syndicates 
  

16 September • Final Validation Report 
  

• All syndicates 
  

24 October • Lloyd’s non-aligned approval deadline 

21 November • Lloyd’s aligned approval deadline 
 

26 November • Coming into Line 
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► Additional analysis on additional supplementary questionnaire 
carried out 

– Correlations 

 

 

 

 

 

 

 

 

– Simulation error 

Submission of LCR 

TO UPDATE 

Premium risk and Reserve risk
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► AF opinions 

► QSR as at 30th September – due 5th November 

► November CIL 

► Lloyd’s forum – 6th November 

– Emerging risks 

– Cat model stability/model updates 

– Reserving Minimum Standards 

– ORSA  

► Signing actuaries forum – 4th December 

 

Looking ahead: Q4 
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► An intensive round of reviews of syndicate readiness took 

place in Q1  

► Remaining red agents reviewed again during Q2  

– remediation plans agreed with agents 

► At mid-year a very small number of red agents remain 

► Red rating = 20% capital loading for mid-year Coming into 

Line 

► Discussions with the PRA over syndicate readiness 

− Challenge of Lloyd’s views on agent status  

− A large amount of detailed evidence expected to justify 

our views  

 

Syndicate Solvency II readiness 
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Reserving Minimum Standards 

► Covers the following: 

– Board Responsibility 

– Statement of Actuarial Opinion 

– Actuarial Function 

– Board Information 

– Reserving Procedure 

– Documentation 

– Reserving Data 

► Lloyd’s will be reviewing self assessment of compliance in 

Q1 2016 

► This will be tested in conjunction with risk management 
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International Regulatory activity 
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All along with BAU 

Reserving 

standards 

Modelling Design & 

Implementation 

standards 

April may June July august September October DecemberNovember

Lloyd's 
Capital 

Return 

(includes 

Draft SCRs)

Standard 
Formula SCR

Lloyd's 
Capital 

Return 

(includes 

Final SCRs)

Gross 
Quarterly Data 

return

Gross 
Quarterly 

Data return

Gross 
Quarterly Data 

return

Review of formal Actuarial reports on SAOs

Technical 
Provisions 

Data return 

TBC

Actuarial Function Report reviews

Reserve 
Benchmarking 

Packs 

Actuarial 
Function 

report 

feedback

SAO report feedback

Signing 
Actuaries 

Forum

Final 
Actuarial 

Function 

Reports 

(including 
underwriting 

and 

reinsurance 

opinions) 

Standard 
Formula 

Feedback

Actuarial 
Function 

Reports 

(Covering 

TPs and Risk 
Management 

as a 

minimum)

Lloyd's 
Capital 

Return 

feedback

Lloyd's 
Capital 

Return 

feedback

Final 
Actuarial 

Function 

report 

feedback

January February march

Lloyd's Capital 
Return 

feedback 
(based on re-

submissions & 
changes to FX 

rate / risk 
margin) 

Lloyd's Capital 
Return re-

submissions (if 

Ultimate SCR 

movement >10%)

Draft SBF/LCR Reviews
November Coming Into Line 

Final SBF/LCR Reviews 

Mid-Year Coming Into Line Resubmission 
of SBF/ LCR Reviews & Capital Re-

Assessment 

Quarterly 
Monitoring 

Return (A&B)

Quarterly 
Monitoring 

Return (A&B)

Quarterly 
Monitoring 

Return (A&B)

Gross 
Quarterly 

Data return

Statement of 
Actuarial 

Opinion 

Return

Statement of 
Actuarial 

Opinion 

Report Return

Capital 
Briefing 

Workshop

DRAFT 
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► Farewell to Henry! 

And of course… 
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< Picture to go here > 

Interesting times 

GIRO Oct 2015 

Henry Johnson, Lloyd’s 
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Definitely 
not a curse! 

► I started six months before 9/11 – a “market changing event” and no mistake! 

► Lloyd’s has built up capital including the Central Fund subordinated debt… 

► …and following the Chairman’s Strategy Group, set up Franchise Performance 

► I’ve seen the FSA take over regulation of Lloyd’s, then be replaced by the PRA 

– I’m sympathetic with their job; is ours easier? 

► I’ve had tremendous support from the market and from CALM – Gary Budinger and 
the Chairs… 

 David Lang                   2001/2 
 Mark Graham                2003/4/5 
 Julian Ross                   2006/7 
 Anthony Williams         2008/9/10 
 Nick Line                      2011/12/13 
 Gary McInally               2014 
 Ben Canagaretna          2015 ------- 

 

► I’ve had three excellent bosses in Moss, Savage and Parry 

► I’ve had great people in my team, many of whom have gone on to top jobs – I’ll come 
back to that 

► Now [I hope] we have introduced Solvency II successfully, it’s time for a fresh pair of 
eyes 

– …looking at the same issues 

► “Insights” at Awayday: “should take life more seriously” 
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This is a 
personal 
view 

 ”An eminent philosopher … has shown me this 

pregnant little fact. Your pier-glass or extensive 

surface of polished steel made to be rubbed by a 

housemaid, will be minutely and multitudinously 

scratched in all directions; but place now against 

it a lighted candle as a centre of illumination, and 

lo! the scratches will seem to arrange themselves 

in a fine series of concentric circles round that 

little sun. It is demonstrable that the scratches 

are going everywhere impartially and it is only 

your candle which produces the flattering illusion 

of a concentric arrangement, its light falling with 

an exclusive optical selection.” 

[George Eliot, Middlemarch] 

53 
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Before I 
started 
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PRA 
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Liberty 
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RBC 
days 

► James Orr’s May 2001 Monthly activity report:  

– RBC model signed off by PSC and ready for 

release 

– Preparing for the Glass Test in June 

– Carrying out a change analysis 

– Peter Tavner is to start as RBC actuary in 

August 
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Amlin 
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Stochastic 
Modelling 
and GIRO 

► August 2001 activity report: 

– “JBO met with David Simmons of the FSA to 

draft a response to the EU’s consultation 

paper on the supervision of reinsurers” 

► October 2001 GIRO presentation, JBO and 

Andreas Tsanakas: 

– “Risk of Ruin” 

► October 2002: “Stochastic Model” (JBO and 

SDC) 

► October 2003: Peter Tavner and Ian Shires 

attended in Cardiff (I came for a day, to hear 

the Watsons talk on ECR) 

59 
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Before he 
got the 
tweed 
jacket… 
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Travelers 

61 
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Chairman’s 
Strategy 
Group 

► I was fortunate that Andrew Moss asked me to 

represent him at the CSG workstream looking 

at market oversight 

► Led by Edward Creasy 

► Recommended that there should be a 

“Franchise Board”, later “Franchise 

Performance Directorate” 

62 
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Be afraid! 
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Be very 
afraid!  
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Rolling 
forward to 
2008… 
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Agenda [GIRO 2008, Sorrento] 

  Introduction & PMDP – Henry  

 

  Capital & ICAs - Veekash  

 

  Claims, Reserving & Solvency II – Jerome 

 

  Lloyd’s Interim Results (25th September) 
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Young 
Veekash 
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Young 
Jerome 
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Claims 

- sub-prime/credit crunch/liability (2) 

Source: Lloyd’s FPD Claims. Note this will be effected by ECF and is therefore for illustration only 
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Reserving Cycles  

– they exist 
We can track the movement in ULRs set after 2 years to the current position: 

Source: Lloyd’s SRD Database 

Market Gross ULR Relative Movement from Dev Year 2 to Y/E 2007
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Colour palette for PowerPoint 

presentations 

Actuarial Bright Green 

R148  G166  B31 

Actuarial Slate 

R32  G44  B52 * 

Secondary Olive Green 

R120  G162  B47 

Secondary colour palette 

Primary colour palette 

Secondary Bottle Green 

R0  G147  B127 

Secondary Turquoise 

R0  G138  B176 

Secondary Aqua Blue 

R26 G160  B170 

Secondary Pastel Green 

R126  G205  B195 

Secondary Light Purple 

R123  G149  B174* 

Secondary Purple 

R97  G107  B156 

Secondary Ecru 

R186  G163  B171 

Secondary Yellow 

R215  G176  B18 

Secondary Orange 

R213  G135  B43 

Secondary Red 

R238  G52  B36 

Secondary Rubine Red 

R226  G1  B119 

*This colour reference is for screen presentations only 

Qualitative dry run review

Phase 1 - Preparation

Phase 2 - Delivery (Stage 1)

Phase 2 - Delivery (Stage 2)

Phase 2 - Delivery (Stage 3)

Phase 3 - Refinement

Quantitative dry run review

Preparatory work with LMA

SCR calculation kernel

Technical provisions

Regulatory review

QIS 5

Lloyd's Agents Both

Q4Q3 Q4 Q1 Q2

2012

Q1 Q3

2010 2011

Q1 Q2Q2 Q3 Q4

Solvency II dry run timetable - reminder 

Now 
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More 
recent 
history 

► You’ve heard what we are up to these days 

► The team is always busy 

► We have submitted our SII model and await, 

confident and nervous, the verdict 

► The reserve cycle is real, is in full swing and is 

a concern – but we have effective oversight 

now 

► Capital strategy looks at how to help investors 

and participants in the market work efficiently 

– Constant theme of my time at Lloyd’s 
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Can’t finish 
without a 
special 
thank you 
to Jerome, 
who left 
earlier this 
year 
 
 
 
PWC’s gain! 
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