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CAT X.L. TREATY : PROFIT LOADING. 

In principle : stochastic A.L.M. at individual treatv level. 

300 treaties : 

May 1997 

• Japan EQ 

• Japan WS 

Contract Cover Dedbl EPI alpha Freqy 
XYZ Ins 10,000 10,000 133.5 1.1 18 
XYZ Ins 30,000 20,000 133.5 11 10 
XYZ Ins 50,000 50,000 133.5 1.1 7 

• U.K. WS ABC Ins 7,500 7,500 486 1.1 22 
ABC Ins 15,000 15,000 486 1.1 12 
ABC Ins 30,000 30,000 486 1.1 7 
ABC Ins 1,500 500 2.6 0.9 27 

• Caribbean 

• etc 

• volume of calculations daunting 

• cannot see wood for trees 

Slide 5 
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May 1997 

CAT X.L. TREATY : PROFIT LOADING. 

Allocate profit margin required by zone / peril. 

• cost of gross claims to portfolio : 

Zone / peril 

• Japan EQ 

• Japan WS 

• U.K. WS 

• Caribbean 

• etc. 

Return period 

5 vrs 25 vrs 50 vrs 100vrs 250 vrs 

£0m £15m £25m £35m £35m 

£1.5m £5m £7.5m £7.5m £7.5m 

£l0m £30m £30m £30m £35m 

£6m £8m £l0m £l0m £l0m 

• simulate in @RISK 

• gross claims to total portfolio 

• recoveries from retro programme 

• variability of gross results, net result 

• marginal contribution to risk of each zone / peril 
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