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Economics. He is a qualified actuary, holding the professional designation Fellow of the
Institute of Actuaries.

Guillaume Gorge works as AXA Property & Casualty Chief Risk Officer. He was previously
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corporate law. Mr Langston represents large corporate entities, global investment banks, major
reinsurance companies and private equity funds and their portfolio companies. He received a
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the development of insurance-linked securities and has advised on a number of derivative
structures and spoken on the point at conferences in London. Kirsty has also spent time in the
capital markets team of Simmons & Simmons, advising on a range of debt and equity capital
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Group having started her career at PricewaterhouseCoopers, where she focused on the insur-
ance industry, working in both an audit and advisory capacity and on M&A transactions.
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writing. He is a member of the Tax Forum. A summa cum laude graduate of the University of
Pennsylvania, Mr Miller graduated from Columbia University Law School, where he was a
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Europe. Jean-Louis joined Swiss Re in 2002 and first developed ALM hedges for life insurance
companies before specialising in the placement of insurance risk with capital market investors
and the development of new risk transfer initiatives in bond or derivative form. Jean-Louis has
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longevity derivatives for Pensions First Limited was ‘Highly Commended’ by the Financial
Times in its 2008 Innovative Lawyers Awards.

Norman Peard is Director of the Insurance and Pensions Solutions Group at Credit Suisse,
London. Norman is an actuary with over 20 years’ insurance and capital markets experience.
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pensions industry, global reinsurers, investment banks and in financial regulation. He has
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as broader insurance regulatory policy. He has been closely involved with the Europe-wide
Solvency II project and has represented the UK on the CEIOPS Pillar 1 Working Group. In
his role at Credit Suisse, Norman combines his actuarial, insurance technical, commercial
and regulatory experience to develop solutions for capital and risk management for insurance
and pensions industry participants. Born in Dublin, Ireland, Norman is a graduate of Trinity
College Dublin with an MA and Gold Medal in mathematics. Amongst the European actuarial
bodies, he is a Fellow of the Institute of Actuaries and a Fellow of the Society of Actuaries in
Ireland. Amongst the North American bodies, he is an Associate of the Society of Actuaries.
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structured dozens of complex reinsurance-capital market convergence transactions, including
several sidecar transactions, handling all aspects including financial structuring, legal, tax,
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also developed innovative reinsurance products (patent pending on two products) and has
structured captive and reinsurance transformer vehicles. He has equivalent experience in
handling all facets of complex reinsurance disputes, arbitration and litigation, in connection
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surety, financial guaranty and other lines. In addition, Mr Pierce has counseled clients on a
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from the universities of Frankfurt and Paris-Dauphine.

David Ross currently works as a Senior Actuary within the Risk Analytics division of Torus
Insurance. His responsibilities at Torus include risk pricing, with a focus on energy and
industrial property lines, and building and embedding the company’s internal capital model.
David joined Torus from the reinsurance broking firm Guy Carpenter, where he spent five years
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Simeon Rudin is a partner in, and head of, the structured finance team at Freshfields Bruck-
haus Deringer LLP. He specialises in insurance-linked securities and other structured insurance
transactions, structured products, derivatives and tax-based structured finance. He acted as lead
legal adviser on the structuring and implementation of the four public listed embedded value
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variety of other transactions in the life sector (for example, financial reinsurance, structured
pension buy-outs and longevity swaps) and non-life sector (including the FIFA Golden Goal
transaction and a securitisation of a US P&C book for a European insurer). Simeon is co-chair
of the European Securitisation Forum’s Solvency II Working Group, which was established
with a view to ensuring that securitisation and derivatives were accepted as risk mitigation
techniques along with more standard reinsurance in the Solvency II Directive.

Steven Schreiber is a Principal and Consulting Actuary with Milliman, Inc. He co-manages the
life and health consulting practice in Milliman’s New York office and has been with Milliman
for over 20 years. Much of Steve’s time over the past several years has been spent advising
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on longevity transactions in the UK. He also provides consulting services to his clients on
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John Stroughair is the VP for Risk Markets at RMS; his responsibilities include ILS modeling
and the development of parametric indices, and he is also responsible for Miu, RMS’s ILS
portfolio management tool. Prior to joining RMS, he was a Managing Director of Oliver
Wyman. He was with Oliver Wyman from 1993 until the end of 2007 and has over 14 years’
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tured finance products for more than 25 years. For the past decade he has specialised in the
structuring and documentation of risk-linked securities and nontraditional structured finance
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P1: JYS
fm JWBK383-Albertini June 4, 2009 15:22 Printer: Yet to come

xxiv About the Contributors
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business development experience. Working as a senior model developer at EQECAT involved
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to the end of 2008 he worked as Director of Risk Markets at RMS. Until 2006 he worked on
cat bonds and private transactions in increasingly senior roles; his name is associated with
the first parametric Europe Wind trigger, used in Prime Capital in 2000, the first Europe
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1

Introduction

Pauline Barrieua and Luca Albertinib

There has been much said about the convergence of the insurance industry with the capital
markets. Such convergence has taken many forms, and of the many attempts, some have
been more successful than others. Insurance-linked securities, often referred to as ILS, have
proven to be one of the most successful manifestations of this convergence, of how capital
market technologies can find applications within the insurance industry, and how insurance-
related risk can be transferred to capital market investors. As outlined in later contributions,
there were approximately $13 billion of tradable non-life insurance-linked securities and
$24 billion in tradable life insurance-linked securities as of the end of 2008. In addition, whilst
traded insurance-linked securities are the most visible and headline-catching forms of risk
transfer to the capital markets, there are a number of other forms of placement of insurance
risk into the capital markets, including:

• Private placements of insurance-linked securities (also called ‘club deals’) which involve a
small number of skilled investors, and which are estimated to be of significant size.

• Sidecars on non-life insurance risk, which reached an estimated $6 billion of capacity after
Hurricane Katrina, and found new interest in 2008 with reduced retrocession capacity being
available in the market.

• Insurance-linked derivatives, which are mostly over-the-counter contracts in life and non-life
risk, transacted by financial institutions, brokers and regulated exchanges.

• Weather derivatives, also available via financial institutions, brokers and regulated
exchanges.

• Traded life insurance policies – life settlements – which have been warehoused in significant
size by financial institutions and are being distributed to capital markets as well as private
investors.

• Collateralised reinsurance and industry loss warranties (ILW), which are typically rein-
surance contracts but frequently backed by capital market investors (such as dedicated
insurance-linked securities investors and hedge funds) which fund the collateral posting and
assume the ultimate risk of the relevant insurance events.

The outstanding capacity deployed by capital market investors on the above mix of instruments
was estimated to be well above $50 billion in 2008.

aLondon School of Economics
bLeadenhall Capital Partners

The Handbook of Insurance-Linked Securities Edited by P. Barrieu and L. Albertini
C© 2009 John Wiley & Sons, Ltd
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Moreover, the market has been enriched by a wider and deeper range of market participants
over the last decade:

• Each year, new originators have approached the insurance-linked securitisation market,
including a number of insurance and reinsurance companies, corporations and government
institutions.

• Some of these originators who have tapped the insurance-linked securities market with a
transaction have then sponsored new transactions covering new risks or repeat transactions
on the same perils, thus capitalising on their positive experience with the technology, and
in some cases have established risk trading units with the task of constantly monitoring
opportunities for purchasing or ceding risk to the capital markets.

• A number of modelling and actuarial firms have the ability to perform risk analysis on
different life and non-life risks with the rigour and methodology needed to describe them to
capital market investors.

• A growing number of risks have been modelled for capital market transactions, thus enriching
the potential for diversified exposures for investors.

• Diverse range investors have approached life and non-life insurance-linked securities across
the risk spectrum. Investor types have ranged from money market managers, pension funds,
banks, other institutional investors, insurance and reinsurance companies to a growing
number of asset management companies dedicated to investing only in insurance-linked
securities risk.

• There is a larger community of arrangers, financial institutions and brokers who have
equipped themselves for origination and structuring of transactions, secondary trading of
insurance-linked securities and in some cases providing secondary market pricing indications
(although not yet at the level of market making).

After a decade of continuous growth, the insurance-linked securities market is now at a stage
of consolidation of its past successes and further expansion, despite the recent turmoil in the
capital markets, as discussed later in various chapters of the book. However, one could argue
that the actual size of the market is still very small compared to its full potential. Supporting
market participants with a transparent discussion on various aspects of this market and intro-
ducing insurance-linked securities to a wider class of originators and investors are essential in
making this niche market more understandable, more transparent and more accessible. This
is really what has motivated us in undertaking this project and what we would like to achieve
with this handbook.

The main objective of this handbook is to present the state of the art in insurance-linked
securitisation, by exploring the various roles for the different parties involved in the trans-
actions, the motivation for the transaction sponsors, the potential inherent pitfalls, the latest
developments and transaction structures and also the key challenges faced by the market.

To do so, we have decided to gather specialists with different backgrounds and experts with
many years of experience in this field, representing the various perspectives and aspects of
this market. Each chapter is therefore a contribution by one or several experts in insurance-
linked securitisation. As a result, this book presents an independent view on the sector, with
contributions from some of the key market players who have agreed to support our initiative.
On the other hand, due to the healthy growth of the market and to the number of credible
market players, it has not been possible to include all of those institutions that would have
been able to provide valuable contributions within the targeted size of this handbook.


