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The Meaning of Run-Off
A Babylonian Confusion Revisited

* Loss Portfolio Transfer — temporary
transfer of reserves to a third-party
reinsurance company

* Adverse development cover — temporary
reinsurance protection against reserve
deterioration

* Run-Off with legal finality — permanent
transfers of liabilities from insurance policies
to third-party insurance company
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Guy Carpenter Capital Driven Transactions EMEA

Selected Recent Transactions
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The Quest for the Best Solution
Major Reasons for an Interest in Retrospective Solutions

Main Reason given by Client

Capital Management
p g
Reduce Admininstrative Load

Reduce Volatility

Company Restart
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What did we learn — what didn‘t work out?
Seller Side — Buyer Side — Third Parties

Seller Side

Itis a seller's market

Transparency is expected and wins

The markets (normally) understand

Reinsurance is not married to the

policy, commutations and novations

might be necessary — and take time

* Maybe a new treaty clause would
make sense?

* Interim LPT/ADC solutions have their

value
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Buyer Side

*  Markets are (very) diverging — in risk
appetite but also price level

*  Faced with huge data markets
appreciate guidance

»  Markets are knowledgeable and will
bring SMEs (internal and external)

Third Parties

Supervisory approvals need their
time...
Proper wording is key




The State of the Market
Buyer Side

A Word Cloud says more than a thousand words

From selected 2nd and 3rd quarter 2019 reports by market participants
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The State of the Market
Seller Side Growth

Annual Real Growth Rates of Direct Gross Premiums in the Life and Non-Life Sectors 2017
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From OECD's Global Insurance Market Trends 2018 @ https://www.oecd.org/finance/globalinsurancemarkettrends.htm
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The State of the Market
Seller Side Solvency Capital

Year w.Average Solvency %

2016 185.9%
2017 190.8%
2018 193.7%
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The State of the Market
Seller Side Volume

GUY CARPENTER

ML GWE Gross
{'000 £) Reserves/GWP |Retention Rate
All countries 444,834,508 123% 74%
Belgium 9,945,343 123% 26%
Luxemburg 6,129,446 198% 46%
Metherland 11,112,902 84% 89%
ML GWP 3ross % of overall
('000 £) Reserves/GWP |Retention Rate Reserves
All countries 94,179,028 154% 78% 26%
Belgium 2,208,334 254% 85% 48%
Luxemburg 1,598,074 119% 43% 16%%
Metherland 2,477,270 182% 92% 48%
General ML GWP Gross % of overall
Liability {'000 £) Reserves/GWP |Retention Rate Reserves
All countries 58,038,179 314% 73% 33%
Belgium 855,101 334% 86% 23%
Luxemburg 2,055,219 209% 49% 350
MNetherland 945,962 232% 80% 23%




A Look Ahead
Seller Side

Low Growth

Economy of Scope

Low Profitability

.| Concentrate on what you can do,

v

get rid of what you can‘t do

Economy of Scale

Trend 1

»| Grow your business by M&A, get
rid of outliers

Matured Market

More Legacy
Solutions

Have Capital

Potential Legacy Solution

More Legacy
Solutions

Trend 2
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Rinse and Repeat

Abundant Capital
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A Look Ahead
Buyer Side

Have Capital

Establish a Legacy Solution

Provider

More Legacy
Solutions

Trend 1
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Rinse and Repeat




A Look Ahead
A Final Request
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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.
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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, regulatory 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.
© 2019 Guy Carpenter & Company, LLC
All Rights Reserved



