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Reasons for 90/10 Quota share

=Lower sales of endowment mortgages, higher
sales of term assurance and critical illness

=Very price driven market

=Insurers looking at their capital position
=Lower statutory solvency margin
=Allowance for lapses in back end reserves
=Lock into mortality improvements
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Implications of 90/10 Quota share

Reinsurers have no brand

minsurer will be on the TV
Einsurer will be in the papers Wﬁwhd@g

Hinsurer deals with policyholder

Einsurer has “logistical” risk
HMinsurer deals with the FOS

ENo such thing as IRE

Insurer has minimal insurance risk
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Operation costs v Mortality results

Chief Underwriter Operations
= R&D = New Business Process
= Philosophy = Data Entry
= Underwriting
= Claims

Operation costs v Mortality results

Chief Underwriter Operations
= R&D = New Business Process
= Philosophy = Data Entry
= Underwriting

= Claims

Operation costs v Mortality results

Chief Underwriter Operations
= R&D = New Business Process
= Philosophy = Data Entry

= Underwriting
= Claims




Operation costs v Mortality results

Chief Underwriter Operations
= R&D = New Business Process
= Philosophy = Data Entry
= Underwriting
= Claims

Reinsurers must remember
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® We are only the wholesaler %
B We do not have any [y ey
distribution /,‘»4”1. KL y
B \We are as successful as our \ ol
clients b
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B Insurers have other options
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Rise in litigation

l‘ Financial
, Ombudsman
Service

Watchdog




Treaty wording five years ago

The reinsurer will have the right to review the premium.

If the insurer and reinsurer cannot decide upon the
extent of the review, the level of the review will be
decided by an independent actuary appointed by the
President of the Institute of Actuaries.
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Treaty wording now
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Insurance cycle

Rising Prices — More Capital Allocated

Falling Prices — Less Capital Allocated
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Traditionally no cycle in life reinsurance

=Stable claim frequency
=Fixed sum assured

=Small amounts reinsured

=Low levels of capital required
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History of Cl premium rates

Male and female non-smokers, 25 year term, £100k Sum assured
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Accounting Irregularities

Sarbanes-Oxley
Act of 2002

F
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Initial, direct implications of 9-11

=Higher premiums for non-
life classes.

=Limited capital, focussed
on these profitable classes.

=Linkage between life and
non-life rates.

Implications for retro market

=Highlighted the difficulties
in unravelling the spaghetti.

=Monitoring accumulations
of risk in life reinsurance.

=Need to make treaties
more precise.
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Summary ... Changes in less than 5 years

=Shortage of capital

=High volumes of protection
business sold

=More business reinsured
=Higher litigation

=Accounting regulations

=Unravelling spaghetti




Reaction of life reinsurers

=Increasing premiums
=Reducing risk in the product
=Changing treaty wordings
sLink with non-life rates

=Higher cost of guarantees

=\Which clients to deal with?

Examples of reducing risk in the product

=Cost and availability of guarantees

=Cost and availability of stand alone CI
=Removing angioplasty

=Reducing maximum cover

=Lowering maximum age and/or term
=Reducing insurability options

=Availability of TPD Cover for some occupations
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Examples of changes in treaties

=Sign them!

=Ex-gratia claims

=Underwriting standards

=Claim authority limits

=Clearer description of duties of both parties
=Get out of jail free card

=Data provisions

The Actusriad Profession




Will the world be the same again?

=Legal aspect is here to stay
=Greater focus on risk management
=Shortage of capital in short term

=Greater correlation between life and non-life
business

=Maybe insurers set up captives
=Longer term more capacity in the market

The Actusriad Profession

10



