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Agenda

• RDS a critical part of catastrophe modelling

• Lloyd’s Catastrophe Model

• Emerging risks
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Agenda

RDS
A critical aspect of catastrophe modelling
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The role of exposure management
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The RDS process
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The scenarios

5



28/03/2011

4

Benefits of RDS
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How RDSs are used at Lloyd’s
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Agenda

Lloyd’s 
Catastrophe 
Model
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Overview

• Scenarios miss things and have probability zero

• Lloyd’s has some unique challenges• Lloyd s has some unique challenges

• Following reflects current thinking; may change
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Model flow diagram
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In-force view
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Creating RMS years
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Create peril/model/version groups
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Peril copula

• Captures dependency 
between offshore andbetween offshore and 
onshore energy

• Allows for 
teleconnection modelling 
in future (if any)
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Rank matching
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Allocating to year of account etc
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Business profiles
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Multiple years of account and calendar years

Each line in the graphic 
above can be expressed as 
a function, B:

B(month, calendar year, YOA)
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Creating a volume index
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Peril profiles
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Creating a combined index
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Augmented in-force data – YoA and Cal Year

=GL(year, synd,region, 
il COB YOA

GL(year, synd, region, peril, COB)
xperil, COB, YOA, 

CalYear) combinedIndex(…, YOA, CalYear)
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Augment classes of business
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Agenda

Emerging risks
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Don’t forget…
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Don’t forget…
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Don’t forget…
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Help is available!

• Emerging risks team 

• LRN and KTN• LRN and KTN
• Links to research councils

• Universities

• Lloyd’s special interests group

• Lobbying
• Responsible innovation

• Avoiding liability catastrophes
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In summary…

• Scenario tests augment models – they’ll always have a role

• But scenarios miss things, stochastic modelling is valuable if 
suitably interpreted 

• Lloyd’s catastrophe modelling takes high quality syndicate 
modelling and augments it to form a Lloyd’s view

• Models always leave things out….
keep thinking about emerging risks too….keep thinking about emerging risks too.
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Questions or comments?

Expressions of individual views by 
members of The Actuarial Profession 
and its staff are encouraged.

The views expressed in this presentation 
are those of the presenter.
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