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The Financial Crisis  
A Greek Tragedy

 Hubris: The Bubble

 Nemesis: Collapse and Insolvency

 Catharsis: Purge and Recovery
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GC Bermuda Composite
Change in Shareholders’ Funds 2007-2009

85

63

74

50

55

60

65

70

75

80

85

90

S
H
F Y

E07

N
et

 In
co

m
e

S
ha

re
s 

R
epu

rc
ha

se
d

D
iv
id
end

s 
pa

id

U
nr

ea
liz

ed
 G

 / 
(L

)

Fore
x 

M
ov

em
en

ts

C
ap

ita
l I

nc
re

as
e

O
th

er

S
H
F Y

E08

N
et

 In
co

m
e

S
ha

re
s 

R
epu

rc
ha

se
d

D
iv
id
end

s 
pa

id

U
nr

ea
liz

ed
 G

 / 
(L

)

Fore
x 

M
ov

em
en

ts

C
ap

ita
l I

nc
re

as
e

O
th

er

S
H
F Y

E09

U
S

D
b

n

Source: Companies Reports & Accounts, Guy Carpenter

3Guy Carpenter

300

400

500

600

700

800

900

1000

1100

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Russell 3000 P&C Index – Weighted Book Value

Soft market

Hard market

“Hard market softening”

Crisis

Recovery

Source: Guy Carpenter, Bloomberg data



3

4Guy Carpenter

1Q2010 Insured Catastrophes > USD250 million

Source: Company Announcements, AIR, EQECAT, ISO PCS,  Guy Carpenter
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Chile EQ and Xynthia Estimates as percentage of 2009 SHF

Source: Company Announcements, Guy Carpenter
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Windstorm Xynthia and Chile EQ Insured Loss Estimates               
26 March 2009

Source: Company Announcements, AIR, EQECAT, ISO PCS,  Guy Carpenter
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Development of Catastrophe Losses
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Yields to maturity on “safe” assets at long-term lows 
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Low Yields = Underwriting Stretch
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US P&C initial accident year loss ratios & subsequent development

Source : Guy Carpenter, Highline Data
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US P&C initial accident year loss ratios & subsequent development

Source : Guy Carpenter, Highline Data

0%

5%

10%

15%

20%

25%

30%

35%

40%

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

1st yr IBNR % of Incurred 2008 level

KRW early paid 

claims effect



7

12Guy Carpenter

Western economies’ implied forward inflation expectations

Inflation linked to nominal sovereign spread

Implied forward rate of inflation at Yi

Source: Bloomberg data, Guy Carpenter
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Regulatory Squeeze – more capital, better capital
Solvency 2: QIS4, QIS5 and S&P “A” Non-life Reserving Factors

Source: CEIOPS, Standard & Poor’s
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All As are Equal…
S&P Ratings Distribution: Global Reinsurance

Source: Standard & Poor’s, Guy Carpenter
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Valuation dispersion could lead to additional M&A
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2010 Outlook – Returns under pressure

 Bottom line pressures

– Weak investment yields

– Reserve deterioration

– Inflation

 Top line pressures

– Lower premium volumes:

 Recession overhang

 Short-term price cutting

– Regulation – more capital per risk

 Pressure on returns: 

– Lower valuations

– Consolidation

– Return capital

– Medium-term price rises

+

=
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“Capitals are increased by 

parsimony, and 

diminished by prodigality 

and misconduct.”
Adam Smith, The Wealth of Nations, Book II, Chapter III
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Important Disclosure

Guy Carpenter & Company, LLC provides this report for general information only. The information and data contained herein is based on sources we 

believe reliable, but we do not guarantee its accuracy, and it should be understood to be general insurance/reinsurance information only. Guy Carpenter & 

Company, LLC makes no representations or warranties, express or implied. The information is not intended to be taken as advice with respect to any 

individual situation and cannot be relied upon as such. Please consult your insurance/reinsurance advisors with respect to individual coverage issues.

Readers are cautioned not to place undue reliance on any calculation or forward-looking statements. Guy Carpenter & Company, LLC undertakes no 

obligation to update or revise publicly any data, or current or forward-looking statements, whether as a result of new information, research, future events or 

otherwise. The rating agencies referenced herein reserve the right to modify company ratings at any time.

Statements concerning tax, accounting or legal matters should be understood to be general observations based solely on our experience as reinsurance 

brokers and risk consultants and may not be relied upon as tax, accounting or legal advice, which we are not authorized to provide. All such matters should 

be reviewed with your own qualified advisors in these areas.

This document or any portion of the information it contains may not be copied or reproduced in any form without the permission of Guy Carpenter & 

Company, LLC, except that clients of Guy Carpenter & Company, LLC need not obtain such permission when using this report for their internal purposes.

The trademarks and service marks contained herein are the property of their respective owners. 
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