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Key Takeaways

1.	 Mid-year reinsurance renewal negotiations were 
lengthy and complex as insurers and reinsurers 
cautiously worked to quantify and manage rising 
levels of uncertainty. COVID-19 compounded existing 
industry challenges with additional layers of hard-to-
quantify loss and economic volatility. The convergence 
of these factors resulted in market uncertainty reaching 
an apex through late spring and early summer. 

2.	 Although the midyear reinsurance market had sufficient 
overall capital, reinsurers adhered to strict guidelines to 
deploy their capacity. As a result, catastrophe renewals, 
as an example, experienced the lowest percentage 
of excess reinsurance authorizations since 2012. This 
reduction in excess reinsurance authorizations makes 
clear reinsurers’ increased caution. 

3.	 As we look forward to January 1 renewals, there is some 
good news: primary rates are increasing, asset values 
are recovering and new capital is entering the market. 
The market, however, is complex. 

4.	 At the half-year point, dedicated reinsurance capital, 
as estimated by Guy Carpenter in conjunction with 
A.M. Best, was down just over 2 percent. Nevertheless, 
insurance and reinsurance market participants raised 
USD 35 billion of new capital. 

5.	 COVID-19 loss development continues to be slow 
and highly uncertain. This will be a factor at January 
1 for individual renewals and may potentially affect 
reinsurers' overall willingness to deploy capital. The 
average of all public COVID-19 loss estimates tracked 

by Guy Carpenter is roughly USD 66 billion. The 
reported losses attributable to COVID-19 through 
third-quarter earnings announcements to date, in 
contrast, are slightly over USD 25 billion. 

6.	 Long-tail lines have been a focus of attention in pre-
renewal discussions, with increased loss frequency 
and severity squeezing carriers' margins as social 
inflation, among other considerations, is driving loss 
cost trends higher. 

7.	 When reviewing the first half of the year’s results, 
commercial automobile and general liability 
(occurrence) are evidencing significant adverse 
development. Medical professional liability and 
other liability are also showing signs of adverse 
development in recent periods. 

8.	 Based on these various factors, January 1 renewals and 
related negotiations are expected to be lengthier and 
more complex than in prior years. 

9.	 The risk landscape is shifting in significant ways, 
driven by a number of factors, including demographic 
changes, the rise of digital technologies, new platform 
business models, intangible values, cybersecurity and 
climate change. Insurers are facing new risks, and 
equally important, new opportunities. The reinsurance 
sector has a strong track record of responding to 
periods of change. Putting capital to work to create new 
coverages and meet evolving demands will be crucial in 
securing the sector's long-term relevance. 

Leading Up to January 2021 
Reinsurance Renewals
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 A Time of Unprecedented Change

For the first time since 1918, the world has had to deal with a truly global 
pandemic. In rapid succession, governments around the world simultaneously 
imposed quarantines, travel restrictions, business closures and a variety of 
other measures in an attempt to mitigate the spread of a virus. 

While lockdowns and other pandemic response measures 

helped to flatten the curve, they also created short-term financial 

turbulence. Equity markets fell over 30 percent in March, forcing 

governments to respond with stimulus packages and other 

related solutions. Markets have recovered since then, but  

we still face the threat of longer-term economic challenges. 

If this was not enough, recent events have put a spotlight on the 

stark reality of social injustice, highlighting systemic inequities 

and creating an undeniable call for change.
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FIGURE 6: DEDICATED REINSURANCE SECTOR CAPITAL: 2012 TO 2020
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FIGURE 4: AGE OF INTANGIBLES: MORE THAN 90% OF THE S&P 500’s MARKET CAP IS INTANGIBLE
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FIGURE 13: CHANGING CAPITAL MARKETS DYNAMICS: COMPOSITION OF CAPITAL

2020 Capital Raising to Date by Segment
$34.5 billion in Total Capital Raised as of September 26, 2020
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FIGURE 5: GLOBAL WILDFIRE LOSSES

Source: S&P Global

FIGURE 1: MAJOR EQUITY MARKETS' PERFORMANCE: JANUARY TO SEPTEMBER 2020 - VOLATILE EQUITY MARKETS

Source: Guy Carpenter, PCS and Perils*Company Earnings releases, Guy Carpenter; Data updated as of 03 September 2020
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FIGURE 8: INSURED LOSSES COMPARED TO 2020 YTD REPORTED LOSSES

First half average = -$30 billion
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FIGURE 9: QUARTERLY DEVELOPMENT OF REPORTED LOSSES

Q1 Total
$21.8 billion

Q2 Total
$25.4 billion

Source: Guy Carpenter

$21 trillion

$6 trillion

Cybercrime will globally cost in excess of 

$6 trillion annually by 2021
Cybersecurity Ventures, 2019

This estimate has increased by $3 trillion since 2015.

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion
Ransomware is costing businesses more than
$75 billion per year. Datto, 2020

Cybercrime is increasing each year and totals 
roughly 3x the combined value of transnational
crime in 2019.

Cybercrime

$6 trillion Transnational Crime  Estimated Annual Value ($)

Counterfeiting   $923 billion to $1.13 trillion

Drug Trafficking   $426 billion to $652 billion

Human Trafficking $150.2 billion 

Illegal Logging $52 billion to $157 billion 

Illegal, Unreported and 
Unregulated (IUU) Fishing  $15.5 billion to $36.4 billion 

Total $1.57 trillion to $2.13 trillion 

The asset value of the S&P 500 has shifted 
from 83% tangible assets in the 1970s to 
just 16% today

Future of Lloyd’s Report, 2019

This represents a fivefold increase
in intangible assets over the past
five decades.

Five most valuable 
brands in 2020.

Apple’s market 
capitalization stood at 
nearly $2.3 trillion on
Wednesday September 
2nd. The entire market 
capitalization of stocks 
in the FTSE100 was 
valued at just under
$2 trillion.

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion

1

2

3

4

5

Five most valuable 
brands in 2020.

1

2

3

4

5

$6 billion

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion

If the industry doesn’t come up with more 

attractive insurance solutions for a risk as 

prevalent and important as cyber, other 

options will likely fill the void. If that 

happens, insurers would be denied 

arguably the biggest organic growth 

opportunity in an otherwise mature 

property and casualty market.

Deloitte, 2020 
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F500 Intangible Assets

$21 trillion

The global cyber insurance market

was estimated at $4.85 billion in 2018

and is expected to hit $28.60 billion
by 2026.

Allied Market Research, 2020 

The modeled U.S. industry 1-in-100

year catastrophe loss from a cyber event

is $14.6 billion.
Looking Beyond the Clouds, 2019

The direct loss ratio rose immensely
to 47% in 2019 from 34% of 2018.

Fitch, 2020

Cybercrime

$6 trillion

Cybermarket

$6 billion

Intangibles ≠ Cyber exposure  ≠ Cyber market

Intangibles ≠ Cyber exposure
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FIGURE 11: GLOBAL MEAN TEMPERATURE ANOMALIES 
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FIGURE 5: GLOBAL WILDFIRE LOSSES
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FIGURE 7: CHANGING VIEW OF GLOBAL RISK

Source: Guy Carpenter

North America

• Ongoing social inflation 
concerns

• Depletion of reserves 

• Reduced catastrophe 
capacity

APAC

• Wind loss 
considerations

• Constrained 
aggregation of loss 
coverage 

• Property catastrophe 
pricing pressures

UK and Europe

• Global exposures

• Emergence of 
COVID-19 claims 
discussions

COVID-19 and the Global Economic Impact

• Uncertain economic outlook 

• Coverage disputes and litigation over business interruption losses

• Interest rate impact on reinsurer pricing  

• Disruption across all lines of business 

FIGURE 14: CHANGING CAPITAL MARKETS DYNAMICS: COLLATERALIZED PRODUCTS

Source: Guy Carpenter

Catastrophe Bonds $27.3 bilion

• Robust growth in 2020 due to 
long-term returns, named perils 
coverage and remote risk nature

• Outperformed other structures 
during the COVID-driven market 
panic in secondary liquidity

• Growing interest from reinsurers 
as a retrocession substitute 

• Over $7.1 billion in new bonds
have already been issued this year 
in 33 transactions for 28 di�erent 
sponsors

Nonproportional 
Collateralized
Re/Retro  $49.2 billion

• Focus on contract language, 
coverage definitions and 
exclusions

• Shift away from products
like aggregate, pillared and 
cascading structures

• Structures with less susceptibility 
to collateral trapping are favoredCollateralized Quota 

Shares & Sidecars $9.5 billion

• Activity more muted relative to the 
catastrophe bond market lately

• Trapped capital, loss creep and, 
more recently, COVID-19 
contribute to the slowed interest

• Level of capital has remained 
stable, though composition 
evolving towards bilateral 
arrangements

Very Limited Capacity for 
Pandemic Risk Transfer
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Source: A.M. Best and Guy Carpenter

Dedicated Reinsurance Capital
$471 billion of Dedicated Reinsurance Capital

Alternative 
Capital

18%

Traditional Reinsurance Capital
82%

57%

11%

32%

$86 billion
Total Alternative 

Capital

GC Securities Estimates that Alternative Capital is Down 2.7% from Year-End 2019
Split by Primary Product Type (excluding ILWs)

FIGURE 10: WHAT DROVE THIS AND WHAT IS HAPPENING NOW POST-COVID?

Source: Guy Carpenter
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COVID-19

• Increased economic, liability and 
regulatory uncertainty driving 
cautious approach  

Market Accelerant

Heightened market and 
economic uncertainty   

• Secure capital e�ciency  

 – Traditional reinsurance

 – Raise capital 

 – Remove the tail: Use ADC/loss 
portfolio transfer transactions to 
release capital  held from legacy
years to deploy on go-forward hard 
market years      

Hardening (Re)insurance 
Market Environment

Pricing, capacity and
capital pressure
  

Market Driver

• Increased frequency of severity  

 – Attritional and catastrophe

• Resulting in price increases, 
underwriting actions and limit 
management changes     

Social Inflation

Driving adverse development, 
particularly focused on last five 
accident years      

FIGURE 12: COMPANIES FACE A RANGE OF PRESSURES 

Source: Guy Carpenter

Physical & Transition Risks

• Potentially increased frequency and 
severity of events.

• Potentially increased volatility. 

• Are catastrophe models fit for purpose? 

• Are my investments well-balanced for  
economic change?   

Regulators & Policymakers

• Might solvency requirements increase? 

• Stress tests may include climate 
change.  

• Evidence of risk management required.   

Wider Society

• Rising concern amongst the public.  

• Activists targeting insurers. 

• Employees concerned about corporate 
behavior.  

• Risk of litigation.    

Investors & Rating Agencies

• Need for risk disclosure (TCFD).  

• Rise of green investment sector.  

• Rating agencies increasingly using 
environmental, social and 
governance metrics.     

Customers & Competitors

• Desire for market leading strategy.   

• Growing profitably while managing 
changing risk.     

Pressures
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FIGURE 4: AGE OF INTANGIBLES: NEARLY 90%
OF THE S&P 500’s MARKET CAP IS INTANGIBLE
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FIGURE 6: DEDICATED REINSURANCE SECTOR CAPITAL: 2012 TO 2020

*Estimated. 
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The Changing Nature of Risk

Changing Capital Market Dynamics: New Developments

Fortune (F) 500
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Cybercrime

Cyber Market

Apple’s market 

capitalization stood at 

nearly $2.3 trillion on

Wednesday September 

2nd. The entire market 

capitalization of stocks in 

the FTSE100 was valued 

at just under $2 trillion.
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Where does insurance and reinsurance fit 
in against this backdrop?

Prior to COVID-19, the industry was already facing a range of 

challenges. The widespread impact of a global lockdown added 

to this challenging market and created the potential for even 

greater volatility. For an industry founded on the principles 

of diversification, we are now grappling with the implications 

of the first globally systemic insurance loss. 

In trying to assess a loss of unprecedented scope this spring, more 

than one educated guess put the potential for claims to develop 

in excess of USD 100 billion, along with financial market volatility 

wreaking havoc on the asset side of the balance sheet, followed 

by a lockup of the retrocessional market and widespread trapping 

of alternative capital.

As a result of these initial responses, the mid-year renewals 

were the epicenter of market uncertainty. Pricing was impacted 

and capacity tightened. The Guy Carpenter Global Property 

Catastrophe Rate-on-Line Index increased by 6.2 percent after 

incorporating mid-year placements, driven by a challenging 

Florida renewal, loss-affected Japanese pricing and a cautious 

market environment induced by COVID-19. Despite this 

environment, all covers were placed and sufficient capacity 

was available. 

As we look forward to January 1 renewals, some areas of 

uncertainty are diminishing, primary rates are increasing 

and new capital is entering the market. 

The need for primary insurers to generate underwriting returns 

in a low-interest-rate environment has created a tightening of 

capacity in certain classes of business and an increase in rates 

across the board. The Marsh Global Insurance Market Index 

covering all lines has now shown price increases 12 quarters  

in a row. 

Underlying insurance profitability is critical for a sustainable 

insurance and reinsurance marketplace. 
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FIGURE 13: CHANGING CAPITAL MARKETS DYNAMICS: COMPOSITION OF CAPITAL

2020 Capital Raising to Date by Segment
$34.5 billion in Total Capital Raised as of September 26, 2020
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FIGURE 5: GLOBAL WILDFIRE LOSSES

Source: S&P Global

FIGURE 1: MAJOR EQUITY MARKETS' PERFORMANCE: JANUARY TO SEPTEMBER 2020 - VOLATILE EQUITY MARKETS

Source: Guy Carpenter, PCS and Perils*Company Earnings releases, Guy Carpenter; Data updated as of 03 September 2020
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prevalent and important as cyber, other 

options will likely fill the void. If that 
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Source: Guy Carpenter

F500 Intangible Assets

$21 trillion

The global cyber insurance market

was estimated at $4.85 billion in 2018

and is expected to hit $28.60 billion
by 2026.

Allied Market Research, 2020 

The modeled U.S. industry 1-in-100

year catastrophe loss from a cyber event

is $14.6 billion.
Looking Beyond the Clouds, 2019

The direct loss ratio rose immensely
to 47% in 2019 from 34% of 2018.

Fitch, 2020

Cybercrime

$6 trillion

Cybermarket

$6 billion

Intangibles ≠ Cyber exposure  ≠ Cyber market

Intangibles ≠ Cyber exposure
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FIGURE 11: GLOBAL MEAN TEMPERATURE ANOMALIES 
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FIGURE 7: CHANGING VIEW OF GLOBAL RISK
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North America

• Ongoing social inflation 
concerns

• Depletion of reserves 

• Reduced catastrophe 
capacity

APAC

• Wind loss 
considerations

• Constrained 
aggregation of loss 
coverage 

• Property catastrophe 
pricing pressures

UK and Europe

• Global exposures

• Emergence of 
COVID-19 claims 
discussions

COVID-19 and the Global Economic Impact

• Uncertain economic outlook 

• Coverage disputes and litigation over business interruption losses

• Interest rate impact on reinsurer pricing  

• Disruption across all lines of business 

FIGURE 14: CHANGING CAPITAL MARKETS DYNAMICS: COLLATERALIZED PRODUCTS

Source: Guy Carpenter

Catastrophe Bonds $27.3 bilion

• Robust growth in 2020 due to 
long-term returns, named perils 
coverage and remote risk nature

• Outperformed other structures 
during the COVID-driven market 
panic in secondary liquidity

• Growing interest from reinsurers 
as a retrocession substitute 

• Over $7.1 billion in new bonds
have already been issued this year 
in 33 transactions for 28 di�erent 
sponsors

Nonproportional 
Collateralized
Re/Retro  $49.2 billion

• Focus on contract language, 
coverage definitions and 
exclusions

• Shift away from products
like aggregate, pillared and 
cascading structures

• Structures with less susceptibility 
to collateral trapping are favoredCollateralized Quota 

Shares & Sidecars $9.5 billion

• Activity more muted relative to the 
catastrophe bond market lately

• Trapped capital, loss creep and, 
more recently, COVID-19 
contribute to the slowed interest

• Level of capital has remained 
stable, though composition 
evolving towards bilateral 
arrangements

Very Limited Capacity for 
Pandemic Risk Transfer

12.8bn

8.6bn

4.5bn
3.7bn

2.8bn
2.0bn

Source: A.M. Best and Guy Carpenter

Dedicated Reinsurance Capital
$471 billion of Dedicated Reinsurance Capital

Alternative 
Capital

18%

Traditional Reinsurance Capital
82%

57%

11%

32%

$86 billion
Total Alternative 

Capital

GC Securities Estimates that Alternative Capital is Down 2.7% from Year-End 2019
Split by Primary Product Type (excluding ILWs)

FIGURE 10: WHAT DROVE THIS AND WHAT IS HAPPENING NOW POST-COVID?

Source: Guy Carpenter
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COVID-19

• Increased economic, liability and 
regulatory uncertainty driving 
cautious approach  

Market Accelerant

Heightened market and 
economic uncertainty   

• Secure capital e�ciency  

 – Traditional reinsurance

 – Raise capital 

 – Remove the tail: Use ADC/loss 
portfolio transfer transactions to 
release capital  held from legacy
years to deploy on go-forward hard 
market years      

Hardening (Re)insurance 
Market Environment

Pricing, capacity and
capital pressure
  

Market Driver

• Increased frequency of severity  

 – Attritional and catastrophe

• Resulting in price increases, 
underwriting actions and limit 
management changes     

Social Inflation

Driving adverse development, 
particularly focused on last five 
accident years      

FIGURE 12: COMPANIES FACE A RANGE OF PRESSURES 

Source: Guy Carpenter

Physical & Transition Risks

• Potentially increased frequency and 
severity of events.

• Potentially increased volatility. 

• Are catastrophe models fit for purpose? 

• Are my investments well-balanced for  
economic change?   

Regulators & Policymakers

• Might solvency requirements increase? 

• Stress tests may include climate 
change.  

• Evidence of risk management required.   

Wider Society

• Rising concern amongst the public.  

• Activists targeting insurers. 

• Employees concerned about corporate 
behavior.  

• Risk of litigation.    

Investors & Rating Agencies

• Need for risk disclosure (TCFD).  

• Rise of green investment sector.  

• Rating agencies increasingly using 
environmental, social and 
governance metrics.     

Customers & Competitors

• Desire for market leading strategy.   

• Growing profitably while managing 
changing risk.     

Pressures
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FIGURE 4: AGE OF INTANGIBLES: NEARLY 90%
OF THE S&P 500’s MARKET CAP IS INTANGIBLE
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1H20 YTD
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$47.2 billion*
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FIGURE 6: DEDICATED REINSURANCE SECTOR CAPITAL: 2012 TO 2020

*Estimated. 

Alternative CapitalTraditional Capital

The Changing Nature of Risk

Changing Capital Market Dynamics: New Developments

Fortune (F) 500
Intangible Assets

Cybercrime

Cyber Market

Apple’s market 

capitalization stood at 

nearly $2.3 trillion on

Wednesday September 

2nd. The entire market 

capitalization of stocks in 

the FTSE100 was valued 

at just under $2 trillion.

Five most valuable 
brands in 2020.
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Apple’s market 

capitalization stood at 

nearly $2.3 trillion on

Wednesday September 

2nd. The entire market 

capitalization of stocks in 

the FTSE100 was valued 

at just under $2 trillion.
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Prior to COVID-19, the industry was 
already facing a range of challenges. 
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Assets have recovered, as evidenced by the S&P 500 hitting 

a new record high in August after rising over 50 percent from 

its March low, with similar performance elsewhere in the 

equity markets.

With regard to direct COVID-19 losses, many market 

commentators are revising their initial loss estimates downward, 

particularly in the domain of property business interruption 

(BI). Based on third-quarter earnings announcements to date, 

reported losses for COVID-19 reached just over USD 25 billion, 

much of which is incurred but not reported. At this time, there 

are many steps still to complete before ultimate outcomes are 

better understood. 

In one highly followed COVID-19-related proceeding, the UK 

Financial Conduct Authority (FCA) recently concluded its COVID-

19 Business Interruption test case. The test case considered 

English law that governed BI insurance policies with non-

damage extensions to coverage, and there were three broad 

categories: disease notification coverage, prevention of access/

public authority coverage and hybrid coverage. On September 

15, 2020, in a 162-page opinion, the court reached different 

conclusions regarding each insurer's wordings but found in favor 

of the FCA on the majority of issues. 

The Supreme Court (the UK’s highest court) granted permission 

on November 2, 2020, for a “leapfrog” appeal (bypassing the 

Court of Appeal) after the FCA, six insurers and a policyholder 

action group were granted permission by the High Court in 

October to appeal the judgment. The appeal hearing will run 

for four days beginning on November 16, and proceedings will 

be livestreamed.

The FCA BI test case and the many other cases worldwide 

are reminders that the insurance industry's policy and treaty 

wordings require constant care and attention. The construction of 

thoughtful and well-executed insurance policies and reinsurance 

treaties is a best practice spotlighted by the industry these last 

several months. 

Considering mid-year behaviors and market developments since 

that point, January 1 renewals are likely to be complex, but the 

market is signaling that it is ready to respond. At the half year, 

although dedicated reinsurance capital as estimated by Guy 

Carpenter in conjunction with A.M. Best was down just over 2 

percent, we have already seen USD 35 billion of capital raised 

by insurance and reinsurance market participants and there is 

ongoing activity to bring additional capital into the sector. 

We expect the alternative capital market to evolve and adapt 

more broadly as capital seeks new ways to access risk. With 

specific regard to the retrocessional market, there is increasing 

activity and interest both from new capital and from existing rated 

balance sheets looking to deploy new capacity into the market. 

Long-tail lines have been a focus of attention, with increased 

loss frequency and severity squeezing carriers’ margins as social 

inflation drives loss cost trends higher. However, the industry is 

responding by driving significant insurance rate increases in areas 

of distress and showing increasingly disciplined risk selection and 

capacity deployment. 

In current market conditions, reinsurance is an effective tool for 

managing volatility and creating a capital buffer in uncertain 

times. As a result, we continue to see strong interest in innovative 

structures and in the legacy transaction and run-off market. 
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FIGURE 4: AGE OF INTANGIBLES: MORE THAN 90% OF THE S&P 500’s MARKET CAP IS INTANGIBLE
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FIGURE 13: CHANGING CAPITAL MARKETS DYNAMICS: COMPOSITION OF CAPITAL

2020 Capital Raising to Date by Segment
$34.5 billion in Total Capital Raised as of September 26, 2020
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FIGURE 1: MAJOR EQUITY MARKETS' PERFORMANCE: JANUARY TO SEPTEMBER 2020 - VOLATILE EQUITY MARKETS

Source: Guy Carpenter, PCS and Perils*Company Earnings releases, Guy Carpenter; Data updated as of 03 September 2020
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Civil UnrestCOVID-19Catastrophe

Q1

$13.6 billion $8.2 billion

Q2

$7.1 billion $17.6 billion $0.8 billion

FIGURE 9: QUARTERLY DEVELOPMENT OF REPORTED LOSSES

Q1 Total
$21.8 billion

Q2 Total
$25.4 billion

Source: Guy Carpenter

$21 trillion

$6 trillion

Cybercrime will globally cost in excess of 

$6 trillion annually by 2021
Cybersecurity Ventures, 2019

This estimate has increased by $3 trillion since 2015.

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion
Ransomware is costing businesses more than
$75 billion per year. Datto, 2020

Cybercrime is increasing each year and totals 
roughly 3x the combined value of transnational
crime in 2019.

Cybercrime

$6 trillion Transnational Crime  Estimated Annual Value ($)

Counterfeiting   $923 billion to $1.13 trillion

Drug Trafficking   $426 billion to $652 billion

Human Trafficking $150.2 billion 

Illegal Logging $52 billion to $157 billion 

Illegal, Unreported and 
Unregulated (IUU) Fishing  $15.5 billion to $36.4 billion 

Total $1.57 trillion to $2.13 trillion 

The asset value of the S&P 500 has shifted 
from 83% tangible assets in the 1970s to 
just 16% today

Future of Lloyd’s Report, 2019

This represents a fivefold increase
in intangible assets over the past
five decades.

Five most valuable 
brands in 2020.

Apple’s market 
capitalization stood at 
nearly $2.3 trillion on
Wednesday September 
2nd. The entire market 
capitalization of stocks 
in the FTSE100 was 
valued at just under
$2 trillion.

Source: Guy Carpenter
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F500 Intangible Assets

$21 trillion

If the industry doesn’t come up with more 

attractive insurance solutions for a risk as 

prevalent and important as cyber, other 

options will likely fill the void. If that 

happens, insurers would be denied 

arguably the biggest organic growth 

opportunity in an otherwise mature 

property and casualty market.

Deloitte, 2020 

Cybercrime

$6 trillion

Cybermarket

$6 billion

Intangible assets

Cyber
crime

Cyber
risk

Market

innovation to 

drive sustainable 
solutions for an 

expanding risk.

Intangibles ≠ Cyber exposure  ≠ Cyber market

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion

The global cyber insurance market

was estimated at $4.85 billion in 2018

and is expected to hit $28.60 billion
by 2026.

Allied Market Research, 2020 

The modeled U.S. industry 1-in-100

year catastrophe loss from a cyber event

is $14.6 billion.
Looking Beyond the Clouds, 2019

The direct loss ratio rose immensely
to 47% in 2019 from 34% of 2018.

Fitch, 2020

Cybercrime

$6 trillion

Cybermarket

$6 billion

Intangibles ≠ Cyber exposure  ≠ Cyber market

Intangibles ≠ Cyber exposure
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North America

• Ongoing social inflation 
concerns

• Depletion of reserves 

• Reduced catastrophe 
capacity

APAC

• Wind loss 
considerations

• Constrained 
aggregation of loss 
coverage 

• Property catastrophe 
pricing pressures

UK and Europe

• Global exposures

• Emergence of 
COVID-19 claims 
discussions

COVID-19 and the Global Economic Impact

• Uncertain economic outlook 

• Coverage disputes and litigation over business interruption losses

• Interest rate impact on reinsurer pricing  

• Disruption across all lines of business 

FIGURE 14: CHANGING CAPITAL MARKETS DYNAMICS: COLLATERALIZED PRODUCTS

Source: Guy Carpenter

Catastrophe Bonds $27.3 bilion

• Robust growth in 2020 due to 
long-term returns, named perils 
coverage and remote risk nature

• Outperformed other structures 
during the COVID-driven market 
panic in secondary liquidity

• Growing interest from reinsurers 
as a retrocession substitute 

• Over $7.1 billion in new bonds
have already been issued this year 
in 33 transactions for 28 di�erent 
sponsors

Nonproportional 
Collateralized
Re/Retro  $49.2 billion

• Focus on contract language, 
coverage definitions and 
exclusions

• Shift away from products
like aggregate, pillared and 
cascading structures

• Structures with less susceptibility 
to collateral trapping are favoredCollateralized Quota 

Shares & Sidecars $9.5 billion

• Activity more muted relative to the 
catastrophe bond market lately

• Trapped capital, loss creep and, 
more recently, COVID-19 
contribute to the slowed interest

• Level of capital has remained 
stable, though composition 
evolving towards bilateral 
arrangements

Very Limited Capacity for 
Pandemic Risk Transfer

12.8bn

8.6bn

4.5bn
3.7bn

2.8bn
2.0bn

Source: A.M. Best and Guy Carpenter

Dedicated Reinsurance Capital
$471 billion of Dedicated Reinsurance Capital

Alternative 
Capital

18%

Traditional Reinsurance Capital
82%

57%

11%

32%

$86 billion
Total Alternative 

Capital

GC Securities Estimates that Alternative Capital is Down 2.7% from Year-End 2019
Split by Primary Product Type (excluding ILWs)

FIGURE 10: WHAT DROVE THIS AND WHAT IS HAPPENING NOW POST-COVID?

Source: Guy Carpenter
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COVID-19

• Increased economic, liability and 
regulatory uncertainty driving 
cautious approach  

Market Accelerant

Heightened market and 
economic uncertainty   

• Secure capital e�ciency  

 – Traditional reinsurance

 – Raise capital 

 – Remove the tail: Use ADC/loss 
portfolio transfer transactions to 
release capital  held from legacy
years to deploy on go-forward hard 
market years      

Hardening (Re)insurance 
Market Environment

Pricing, capacity and
capital pressure
  

Market Driver

• Increased frequency of severity  

 – Attritional and catastrophe

• Resulting in price increases, 
underwriting actions and limit 
management changes     

Social Inflation

Driving adverse development, 
particularly focused on last five 
accident years      

FIGURE 12: COMPANIES FACE A RANGE OF PRESSURES 

Source: Guy Carpenter

Physical & Transition Risks

• Potentially increased frequency and 
severity of events.

• Potentially increased volatility. 

• Are catastrophe models fit for purpose? 

• Are my investments well-balanced for  
economic change?   

Regulators & Policymakers

• Might solvency requirements increase? 

• Stress tests may include climate 
change.  

• Evidence of risk management required.   

Wider Society

• Rising concern amongst the public.  

• Activists targeting insurers. 

• Employees concerned about corporate 
behavior.  

• Risk of litigation.    

Investors & Rating Agencies

• Need for risk disclosure (TCFD).  

• Rise of green investment sector.  

• Rating agencies increasingly using 
environmental, social and 
governance metrics.     

Customers & Competitors

• Desire for market leading strategy.   

• Growing profitably while managing 
changing risk.     
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FIGURE 4: AGE OF INTANGIBLES: NEARLY 90%
OF THE S&P 500’s MARKET CAP IS INTANGIBLE

Tangible assetsIntangible assets

0

10

20

30

40

50

60

70

80

90

100

110

120

Tangible assets

Intangible assets

202020152005199519851975

Source: GC risk benchmarks research, US Statutory annual statements, and S&P Financial 

0.7

0.8

0.9

1.0

1.1

1.2

1.3

1.4

1-101-91-81-71-61-51-41-31-2Industry Ultimate (Latest Evaluation)

20192018201720162015201420132012201120102009200820072006200520042003200220012000

FIGURE 9: 20-YEAR HISTORICAL RESERVE CYCLE – ACCIDENT YEAR RESERVE DEVELOPMENT

Source: GC risk benchmarks research, US Statutory annual statements, and S&P Financial 

0.7

0.8

0.9

1.0

1.1

1.2

1.3

1.4

20192018201720162015201420132012201120102009200820072006200520042003200220012000

FIGURE 9: 20-YEAR HISTORICAL RESERVE CYCLE – ACCIDENT YEAR RESERVE DEVELOPMENT

1H20 YTD
Reported Losses

$47.2 billion*

U
SD

 B
ill

io
ns

0

100

200

300

400

500

2020*20192018201720162015201420132012

Source: Guy Carpenter, A.M. Best

FIGURE 6: DEDICATED REINSURANCE SECTOR CAPITAL: 2012 TO 2020

*Estimated. 

Alternative CapitalTraditional Capital

The Changing Nature of Risk

Changing Capital Market Dynamics: New Developments

Fortune (F) 500
Intangible Assets

Cybercrime

Cyber Market

Apple’s market 

capitalization stood at 

nearly $2.3 trillion on

Wednesday September 

2nd. The entire market 

capitalization of stocks in 

the FTSE100 was valued 

at just under $2 trillion.

Five most valuable 
brands in 2020.

1

2

3

4

5

Apple’s market 

capitalization stood at 

nearly $2.3 trillion on

Wednesday September 

2nd. The entire market 

capitalization of stocks in 

the FTSE100 was valued 

at just under $2 trillion.

1-101-91-81-71-61-51-41-31-2Industry Ultimate (Latest Evaluation)

U
SD

 B
ill

io
ns

FIGURE 8: SIGNIFICANT INSURED LOSSES: 2011– 3Q 2020

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

0

10

20

30

40

50

60

70

80

Q3Q2Q1Q4Q3Q2Q1Q4Q3Q2Q1Q4Q3Q2Q1Q4Q3Q2Q1Q4Q3Q2Q1Q4Q3Q2Q1Q4Q3Q2Q1Q4Q3Q2Q1Q4Q3Q2Q1

Maria 28

Irma 28

Harvey 19.4

Source: Press releases, PCS, Perils, Guy CarpenterNote: Significant losses = > USD 100M

Q3 Avg = $21.1 billion



November 2020  I  Leading Up to January 2021 Reinsurance RenewalGUY CARPENTER 7

 The Nature of Risk Is Transforming

Thinking beyond the market dynamics associated with 

COVID-19, Guy Carpenter has discussed at length the 

changing nature of risk and the opportunities and challenges 

confronting the insurance and reinsurance sector as it 

navigates one of the most significant periods of change 

in recent times.

The insurability of new risks is going to be one of the key defining 

issues of the next decade for the sector. Rapid technological 

changes, digitalization in particular, have already transformed 

the characteristics of risks assumed by insurers and reinsurers. 

We are now living in the age of intangible assets. Today, around 

84 percent of the S&P 500’s market capitalization is composed 

of assets such as intellectual property, trade secrets, brands or 

data. This shift toward intangible assets challenges insurers 

but also presents opportunities. 

In addition, the global catastrophic losses of the past three 

years have shown carriers (and governments) that they need 

to prepare for a more diverse and expensive array of man-

made and natural catastrophe losses. New approaches to risk 

assessment and transfer and application of mitigation strategies 

are essential. 
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FIGURE 4: AGE OF INTANGIBLES: MORE THAN 90% OF THE S&P 500’s MARKET CAP IS INTANGIBLE
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FIGURE 13: CHANGING CAPITAL MARKETS DYNAMICS: COMPOSITION OF CAPITAL

2020 Capital Raising to Date by Segment
$34.5 billion in Total Capital Raised as of September 26, 2020
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FIGURE 5: GLOBAL WILDFIRE LOSSES

Source: S&P Global

FIGURE 1: MAJOR EQUITY MARKETS' PERFORMANCE: JANUARY TO SEPTEMBER 2020 - VOLATILE EQUITY MARKETS

Source: Guy Carpenter, PCS and Perils*Company Earnings releases, Guy Carpenter; Data updated as of 03 September 2020
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FIGURE 9: QUARTERLY DEVELOPMENT OF REPORTED LOSSES

Q1 Total
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Q2 Total
$25.4 billion

Source: Guy Carpenter

$21 trillion

$6 trillion

Cybercrime will globally cost in excess of 

$6 trillion annually by 2021
Cybersecurity Ventures, 2019

This estimate has increased by $3 trillion since 2015.

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion
Ransomware is costing businesses more than
$75 billion per year. Datto, 2020

Cybercrime is increasing each year and totals 
roughly 3x the combined value of transnational
crime in 2019.

Cybercrime

$6 trillion Transnational Crime  Estimated Annual Value ($)

Counterfeiting   $923 billion to $1.13 trillion

Drug Trafficking   $426 billion to $652 billion

Human Trafficking $150.2 billion 

Illegal Logging $52 billion to $157 billion 

Illegal, Unreported and 
Unregulated (IUU) Fishing  $15.5 billion to $36.4 billion 

Total $1.57 trillion to $2.13 trillion 

The asset value of the S&P 500 has shifted 
from 83% tangible assets in the 1970s to 
just 16% today

Future of Lloyd’s Report, 2019

This represents a fivefold increase
in intangible assets over the past
five decades.

Five most valuable 
brands in 2020.

Apple’s market 
capitalization stood at 
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Wednesday September 
2nd. The entire market 
capitalization of stocks 
in the FTSE100 was 
valued at just under
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Source: Guy Carpenter

F500 Intangible Assets

$21 trillion

If the industry doesn’t come up with more 

attractive insurance solutions for a risk as 

prevalent and important as cyber, other 

options will likely fill the void. If that 

happens, insurers would be denied 

arguably the biggest organic growth 

opportunity in an otherwise mature 

property and casualty market.

Deloitte, 2020 

Cybercrime

$6 trillion

Cybermarket

$6 billion

Intangible assets

Cyber
crime

Cyber
risk

Market

innovation to 

drive sustainable 
solutions for an 

expanding risk.

Intangibles ≠ Cyber exposure  ≠ Cyber market

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion

The global cyber insurance market

was estimated at $4.85 billion in 2018

and is expected to hit $28.60 billion
by 2026.

Allied Market Research, 2020 

The modeled U.S. industry 1-in-100

year catastrophe loss from a cyber event

is $14.6 billion.
Looking Beyond the Clouds, 2019

The direct loss ratio rose immensely
to 47% in 2019 from 34% of 2018.

Fitch, 2020

Cybercrime

$6 trillion

Cybermarket

$6 billion

Intangibles ≠ Cyber exposure  ≠ Cyber market

Intangibles ≠ Cyber exposure
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FIGURE 11: GLOBAL MEAN TEMPERATURE ANOMALIES 
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North America

• Ongoing social inflation 
concerns

• Depletion of reserves 

• Reduced catastrophe 
capacity

APAC

• Wind loss 
considerations

• Constrained 
aggregation of loss 
coverage 

• Property catastrophe 
pricing pressures

UK and Europe

• Global exposures

• Emergence of 
COVID-19 claims 
discussions

COVID-19 and the Global Economic Impact

• Uncertain economic outlook 

• Coverage disputes and litigation over business interruption losses

• Interest rate impact on reinsurer pricing  

• Disruption across all lines of business 

FIGURE 14: CHANGING CAPITAL MARKETS DYNAMICS: COLLATERALIZED PRODUCTS

Source: Guy Carpenter

Catastrophe Bonds $27.3 bilion

• Robust growth in 2020 due to 
long-term returns, named perils 
coverage and remote risk nature

• Outperformed other structures 
during the COVID-driven market 
panic in secondary liquidity

• Growing interest from reinsurers 
as a retrocession substitute 

• Over $7.1 billion in new bonds
have already been issued this year 
in 33 transactions for 28 di�erent 
sponsors

Nonproportional 
Collateralized
Re/Retro  $49.2 billion

• Focus on contract language, 
coverage definitions and 
exclusions

• Shift away from products
like aggregate, pillared and 
cascading structures

• Structures with less susceptibility 
to collateral trapping are favoredCollateralized Quota 

Shares & Sidecars $9.5 billion

• Activity more muted relative to the 
catastrophe bond market lately

• Trapped capital, loss creep and, 
more recently, COVID-19 
contribute to the slowed interest

• Level of capital has remained 
stable, though composition 
evolving towards bilateral 
arrangements

Very Limited Capacity for 
Pandemic Risk Transfer

12.8bn

8.6bn

4.5bn
3.7bn

2.8bn
2.0bn

Source: A.M. Best and Guy Carpenter

Dedicated Reinsurance Capital
$471 billion of Dedicated Reinsurance Capital

Alternative 
Capital

18%

Traditional Reinsurance Capital
82%

57%

11%

32%

$86 billion
Total Alternative 

Capital

GC Securities Estimates that Alternative Capital is Down 2.7% from Year-End 2019
Split by Primary Product Type (excluding ILWs)

FIGURE 10: WHAT DROVE THIS AND WHAT IS HAPPENING NOW POST-COVID?

Source: Guy Carpenter
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COVID-19

• Increased economic, liability and 
regulatory uncertainty driving 
cautious approach  

Market Accelerant

Heightened market and 
economic uncertainty   

• Secure capital e�ciency  

 – Traditional reinsurance

 – Raise capital 

 – Remove the tail: Use ADC/loss 
portfolio transfer transactions to 
release capital  held from legacy
years to deploy on go-forward hard 
market years      

Hardening (Re)insurance 
Market Environment

Pricing, capacity and
capital pressure
  

Market Driver

• Increased frequency of severity  

 – Attritional and catastrophe

• Resulting in price increases, 
underwriting actions and limit 
management changes     

Social Inflation

Driving adverse development, 
particularly focused on last five 
accident years      

FIGURE 12: COMPANIES FACE A RANGE OF PRESSURES 

Source: Guy Carpenter

Physical & Transition Risks

• Potentially increased frequency and 
severity of events.

• Potentially increased volatility. 

• Are catastrophe models fit for purpose? 

• Are my investments well-balanced for  
economic change?   

Regulators & Policymakers

• Might solvency requirements increase? 

• Stress tests may include climate 
change.  

• Evidence of risk management required.   

Wider Society

• Rising concern amongst the public.  

• Activists targeting insurers. 

• Employees concerned about corporate 
behavior.  

• Risk of litigation.    

Investors & Rating Agencies

• Need for risk disclosure (TCFD).  

• Rise of green investment sector.  

• Rating agencies increasingly using 
environmental, social and 
governance metrics.     

Customers & Competitors

• Desire for market leading strategy.   

• Growing profitably while managing 
changing risk.     
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FIGURE 4: AGE OF INTANGIBLES: NEARLY 90%
OF THE S&P 500’s MARKET CAP IS INTANGIBLE
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FIGURE 13: CHANGING CAPITAL MARKETS DYNAMICS: COMPOSITION OF CAPITAL

2020 Capital Raising to Date by Segment
$34.5 billion in Total Capital Raised as of September 26, 2020
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FIGURE 1: MAJOR EQUITY MARKETS' PERFORMANCE: JANUARY TO SEPTEMBER 2020 - VOLATILE EQUITY MARKETS

Source: Guy Carpenter, PCS and Perils*Company Earnings releases, Guy Carpenter; Data updated as of 03 September 2020
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$21 trillion

$6 trillion

Cybercrime will globally cost in excess of 

$6 trillion annually by 2021
Cybersecurity Ventures, 2019

This estimate has increased by $3 trillion since 2015.

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion
Ransomware is costing businesses more than
$75 billion per year. Datto, 2020

Cybercrime is increasing each year and totals 
roughly 3x the combined value of transnational
crime in 2019.

Cybercrime

$6 trillion Transnational Crime  Estimated Annual Value ($)

Counterfeiting   $923 billion to $1.13 trillion

Drug Trafficking   $426 billion to $652 billion

Human Trafficking $150.2 billion 

Illegal Logging $52 billion to $157 billion 

Illegal, Unreported and 
Unregulated (IUU) Fishing  $15.5 billion to $36.4 billion 

Total $1.57 trillion to $2.13 trillion 

The asset value of the S&P 500 has shifted 
from 83% tangible assets in the 1970s to 
just 16% today

Future of Lloyd’s Report, 2019

This represents a fivefold increase
in intangible assets over the past
five decades.

Five most valuable 
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Apple’s market 
capitalization stood at 
nearly $2.3 trillion on
Wednesday September 
2nd. The entire market 
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F500 Intangible Assets

$21 trillion

If the industry doesn’t come up with more 

attractive insurance solutions for a risk as 

prevalent and important as cyber, other 

options will likely fill the void. If that 

happens, insurers would be denied 

arguably the biggest organic growth 

opportunity in an otherwise mature 

property and casualty market.

Deloitte, 2020 

Cybercrime

$6 trillion

Cybermarket

$6 billion

Intangible assets

Cyber
crime

Cyber
risk

Market

innovation to 

drive sustainable 
solutions for an 

expanding risk.

Intangibles ≠ Cyber exposure  ≠ Cyber market

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion

The global cyber insurance market

was estimated at $4.85 billion in 2018

and is expected to hit $28.60 billion
by 2026.

Allied Market Research, 2020 

The modeled U.S. industry 1-in-100

year catastrophe loss from a cyber event

is $14.6 billion.
Looking Beyond the Clouds, 2019

The direct loss ratio rose immensely
to 47% in 2019 from 34% of 2018.

Fitch, 2020

Cybercrime

$6 trillion

Cybermarket

$6 billion

Intangibles ≠ Cyber exposure  ≠ Cyber market

Intangibles ≠ Cyber exposure
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FIGURE 11: GLOBAL MEAN TEMPERATURE ANOMALIES 

-3%

1% 1%
2% 2% 2%

3%

6%

8%

11%

14%

19%

-3% -3%
-2% -2% -2%

Note: All references to pricing and pricing movements in this report should be considered averages unless otherwise noted.
For ease of reporting, we have rounded all percentages regarding pricing movements to the nearest whole number.

Source: Guy Carpenter

0

100

150

250

300

350

450

50

200

400

Jan 2020

July 2020
2019

2018
2017

2016
2015

2014
2013

2012
2011

2010
2009

2008
2007

2006
2005

2004
2003

2002
2001

2000
1999

1998
1997

1996
1995

1994
1993

1992
1991

1990

FIGURE 2: GUY CARPENTER GLOBAL PROPERTY CATASTROPHE ROL INDEX: 1990 TO JULY 2020 

Source: Marsh Global Analytics

-4

-2

0

2

4

6

8

10

12

14

16

18

20

Q2 20Q1 20Q4 19Q3 19Q2 19Q1 19Q4 18Q3 18Q2 18Q1 18Q4 17Q3 17Q2 17Q1 17Q4 16Q316Q216

FIGURE 3: GLOBAL INSURANCE COMPOSITE PRICING CHANGE

-3%

1% 1%
2% 2% 2%

3%

6%

8%

11%

14%

19%

-3% -3%
-2% -2% -2%

Note: All references to pricing and pricing movements in this report should be considered averages unless otherwise noted.
For ease of reporting, we have rounded all percentages regarding pricing movements to the nearest whole number.

U
SD

 B
ill

io
n

s

2018

2019

2017

2010
to

2016

0

5

10

15

20

25

30

35

40

45

2010-20182000-20091990-19991980-1989

Source: Swiss Re Sigma, Guy Carpenter*Losses in 2017/18 do not account for
   subrogation recoveries in the United States.
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FIGURE 7: CHANGING VIEW OF GLOBAL RISK
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North America

• Ongoing social inflation 
concerns

• Depletion of reserves 

• Reduced catastrophe 
capacity

APAC

• Wind loss 
considerations

• Constrained 
aggregation of loss 
coverage 

• Property catastrophe 
pricing pressures

UK and Europe

• Global exposures

• Emergence of 
COVID-19 claims 
discussions

COVID-19 and the Global Economic Impact

• Uncertain economic outlook 

• Coverage disputes and litigation over business interruption losses

• Interest rate impact on reinsurer pricing  

• Disruption across all lines of business 

FIGURE 14: CHANGING CAPITAL MARKETS DYNAMICS: COLLATERALIZED PRODUCTS

Source: Guy Carpenter

Catastrophe Bonds $27.3 bilion

• Robust growth in 2020 due to 
long-term returns, named perils 
coverage and remote risk nature

• Outperformed other structures 
during the COVID-driven market 
panic in secondary liquidity

• Growing interest from reinsurers 
as a retrocession substitute 

• Over $7.1 billion in new bonds
have already been issued this year 
in 33 transactions for 28 di�erent 
sponsors

Nonproportional 
Collateralized
Re/Retro  $49.2 billion

• Focus on contract language, 
coverage definitions and 
exclusions

• Shift away from products
like aggregate, pillared and 
cascading structures

• Structures with less susceptibility 
to collateral trapping are favoredCollateralized Quota 

Shares & Sidecars $9.5 billion

• Activity more muted relative to the 
catastrophe bond market lately

• Trapped capital, loss creep and, 
more recently, COVID-19 
contribute to the slowed interest

• Level of capital has remained 
stable, though composition 
evolving towards bilateral 
arrangements

Very Limited Capacity for 
Pandemic Risk Transfer

12.8bn

8.6bn

4.5bn
3.7bn

2.8bn
2.0bn

Source: A.M. Best and Guy Carpenter

Dedicated Reinsurance Capital
$471 billion of Dedicated Reinsurance Capital

Alternative 
Capital

18%

Traditional Reinsurance Capital
82%

57%

11%

32%

$86 billion
Total Alternative 

Capital

GC Securities Estimates that Alternative Capital is Down 2.7% from Year-End 2019
Split by Primary Product Type (excluding ILWs)

FIGURE 10: WHAT DROVE THIS AND WHAT IS HAPPENING NOW POST-COVID?

Source: Guy Carpenter
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COVID-19

• Increased economic, liability and 
regulatory uncertainty driving 
cautious approach  

Market Accelerant

Heightened market and 
economic uncertainty   

• Secure capital e�ciency  

 – Traditional reinsurance

 – Raise capital 

 – Remove the tail: Use ADC/loss 
portfolio transfer transactions to 
release capital  held from legacy
years to deploy on go-forward hard 
market years      

Hardening (Re)insurance 
Market Environment

Pricing, capacity and
capital pressure
  

Market Driver

• Increased frequency of severity  

 – Attritional and catastrophe

• Resulting in price increases, 
underwriting actions and limit 
management changes     

Social Inflation

Driving adverse development, 
particularly focused on last five 
accident years      

FIGURE 12: COMPANIES FACE A RANGE OF PRESSURES 

Source: Guy Carpenter

Physical & Transition Risks

• Potentially increased frequency and 
severity of events.

• Potentially increased volatility. 

• Are catastrophe models fit for purpose? 

• Are my investments well-balanced for  
economic change?   

Regulators & Policymakers

• Might solvency requirements increase? 

• Stress tests may include climate 
change.  

• Evidence of risk management required.   

Wider Society

• Rising concern amongst the public.  

• Activists targeting insurers. 

• Employees concerned about corporate 
behavior.  

• Risk of litigation.    

Investors & Rating Agencies

• Need for risk disclosure (TCFD).  

• Rise of green investment sector.  

• Rating agencies increasingly using 
environmental, social and 
governance metrics.     

Customers & Competitors

• Desire for market leading strategy.   

• Growing profitably while managing 
changing risk.     
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FIGURE 4: AGE OF INTANGIBLES: NEARLY 90%
OF THE S&P 500’s MARKET CAP IS INTANGIBLE
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FIGURE 6: DEDICATED REINSURANCE SECTOR CAPITAL: 2012 TO 2020

*Estimated. 
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The Changing Nature of Risk

Changing Capital Market Dynamics: New Developments

Fortune (F) 500
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Cybercrime

Cyber Market

Apple’s market 

capitalization stood at 

nearly $2.3 trillion on

Wednesday September 

2nd. The entire market 

capitalization of stocks in 

the FTSE100 was valued 

at just under $2 trillion.

Five most valuable 
brands in 2020.
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Apple’s market 

capitalization stood at 

nearly $2.3 trillion on

Wednesday September 

2nd. The entire market 

capitalization of stocks in 

the FTSE100 was valued 

at just under $2 trillion.
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The nature of risk is changing, and this change is being driven in 

part by accelerating and intensifying technological, demographic, 

environmental and legal trends. Recent losses and a challenging 

reinsurance market show that not only is the nature of risk 

changing but how risk is managed and shared is also changing. 

Guy Carpenter is committed to providing research, insight, 

guidance and product support through the market evolution 

ahead, akin to industry channel markers. Maritime authorities 

place channel markers to identify safe routes, thus leading 

mariners away from danger. It is our hope that our continued 

focus on these issues and their solutions will provide a 

similar service.

For almost 100 years, Guy Carpenter has been providing 

insurers with “channel markers,” warning of risks, mitigating 

uncertainty, and identifying opportunities. The January 2021 

reinsurance renewals will be difficult as market participants seek 

to reposition themselves to deal with increased uncertainty. We 

are committed to working with cedents and capital providers to 

identify solutions and achieve the best possible outcomes at this 

January 1 and throughout the continuing evolution of risk. 
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FIGURE 4: AGE OF INTANGIBLES: MORE THAN 90% OF THE S&P 500’s MARKET CAP IS INTANGIBLE
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FIGURE 13: CHANGING CAPITAL MARKETS DYNAMICS: COMPOSITION OF CAPITAL

2020 Capital Raising to Date by Segment
$34.5 billion in Total Capital Raised as of September 26, 2020
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FIGURE 5: GLOBAL WILDFIRE LOSSES

Source: S&P Global

FIGURE 1: MAJOR EQUITY MARKETS' PERFORMANCE: JANUARY TO SEPTEMBER 2020 - VOLATILE EQUITY MARKETS

Source: Guy Carpenter, PCS and Perils*Company Earnings releases, Guy Carpenter; Data updated as of 03 September 2020
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Civil UnrestCOVID-19Catastrophe

Q1

$13.6 billion $8.2 billion

Q2

$7.1 billion $17.6 billion $0.8 billion

FIGURE 9: QUARTERLY DEVELOPMENT OF REPORTED LOSSES

Q1 Total
$21.8 billion

Q2 Total
$25.4 billion

Source: Guy Carpenter

$21 trillion

$6 trillion

Cybercrime will globally cost in excess of 

$6 trillion annually by 2021
Cybersecurity Ventures, 2019

This estimate has increased by $3 trillion since 2015.

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion
Ransomware is costing businesses more than
$75 billion per year. Datto, 2020

Cybercrime is increasing each year and totals 
roughly 3x the combined value of transnational
crime in 2019.

Cybercrime

$6 trillion Transnational Crime  Estimated Annual Value ($)

Counterfeiting   $923 billion to $1.13 trillion

Drug Trafficking   $426 billion to $652 billion

Human Trafficking $150.2 billion 

Illegal Logging $52 billion to $157 billion 

Illegal, Unreported and 
Unregulated (IUU) Fishing  $15.5 billion to $36.4 billion 

Total $1.57 trillion to $2.13 trillion 

The asset value of the S&P 500 has shifted 
from 83% tangible assets in the 1970s to 
just 16% today

Future of Lloyd’s Report, 2019

This represents a fivefold increase
in intangible assets over the past
five decades.

Five most valuable 
brands in 2020.

Apple’s market 
capitalization stood at 
nearly $2.3 trillion on
Wednesday September 
2nd. The entire market 
capitalization of stocks 
in the FTSE100 was 
valued at just under
$2 trillion.
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F500 Intangible Assets

$21 trillion

If the industry doesn’t come up with more 

attractive insurance solutions for a risk as 

prevalent and important as cyber, other 

options will likely fill the void. If that 

happens, insurers would be denied 

arguably the biggest organic growth 

opportunity in an otherwise mature 

property and casualty market.

Deloitte, 2020 

Cybercrime

$6 trillion

Cybermarket

$6 billion

Intangible assets

Cyber
crime

Cyber
risk

Market

innovation to 

drive sustainable 
solutions for an 

expanding risk.

Intangibles ≠ Cyber exposure  ≠ Cyber market

Source: Guy Carpenter

F500 Intangible Assets

$21 trillion

The global cyber insurance market

was estimated at $4.85 billion in 2018

and is expected to hit $28.60 billion
by 2026.

Allied Market Research, 2020 

The modeled U.S. industry 1-in-100

year catastrophe loss from a cyber event

is $14.6 billion.
Looking Beyond the Clouds, 2019

The direct loss ratio rose immensely
to 47% in 2019 from 34% of 2018.

Fitch, 2020

Cybercrime

$6 trillion

Cybermarket

$6 billion

Intangibles ≠ Cyber exposure  ≠ Cyber market

Intangibles ≠ Cyber exposure
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FIGURE 7: CHANGING VIEW OF GLOBAL RISK

Source: Guy Carpenter

North America

• Ongoing social inflation 
concerns

• Depletion of reserves 

• Reduced catastrophe 
capacity

APAC

• Wind loss 
considerations

• Constrained 
aggregation of loss 
coverage 

• Property catastrophe 
pricing pressures

UK and Europe

• Global exposures

• Emergence of 
COVID-19 claims 
discussions

COVID-19 and the Global Economic Impact

• Uncertain economic outlook 

• Coverage disputes and litigation over business interruption losses

• Interest rate impact on reinsurer pricing  

• Disruption across all lines of business 

FIGURE 14: CHANGING CAPITAL MARKETS DYNAMICS: COLLATERALIZED PRODUCTS

Source: Guy Carpenter

Catastrophe Bonds $27.3 bilion

• Robust growth in 2020 due to 
long-term returns, named perils 
coverage and remote risk nature

• Outperformed other structures 
during the COVID-driven market 
panic in secondary liquidity

• Growing interest from reinsurers 
as a retrocession substitute 

• Over $7.1 billion in new bonds
have already been issued this year 
in 33 transactions for 28 di�erent 
sponsors

Nonproportional 
Collateralized
Re/Retro  $49.2 billion

• Focus on contract language, 
coverage definitions and 
exclusions

• Shift away from products
like aggregate, pillared and 
cascading structures

• Structures with less susceptibility 
to collateral trapping are favoredCollateralized Quota 

Shares & Sidecars $9.5 billion

• Activity more muted relative to the 
catastrophe bond market lately

• Trapped capital, loss creep and, 
more recently, COVID-19 
contribute to the slowed interest

• Level of capital has remained 
stable, though composition 
evolving towards bilateral 
arrangements

Very Limited Capacity for 
Pandemic Risk Transfer

12.8bn

8.6bn

4.5bn
3.7bn

2.8bn
2.0bn

Source: A.M. Best and Guy Carpenter

Dedicated Reinsurance Capital
$471 billion of Dedicated Reinsurance Capital

Alternative 
Capital

18%

Traditional Reinsurance Capital
82%

57%

11%

32%

$86 billion
Total Alternative 

Capital

GC Securities Estimates that Alternative Capital is Down 2.7% from Year-End 2019
Split by Primary Product Type (excluding ILWs)

FIGURE 10: WHAT DROVE THIS AND WHAT IS HAPPENING NOW POST-COVID?

Source: Guy Carpenter
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COVID-19

• Increased economic, liability and 
regulatory uncertainty driving 
cautious approach  

Market Accelerant

Heightened market and 
economic uncertainty   

• Secure capital e�ciency  

 – Traditional reinsurance

 – Raise capital 

 – Remove the tail: Use ADC/loss 
portfolio transfer transactions to 
release capital  held from legacy
years to deploy on go-forward hard 
market years      

Hardening (Re)insurance 
Market Environment

Pricing, capacity and
capital pressure
  

Market Driver

• Increased frequency of severity  

 – Attritional and catastrophe

• Resulting in price increases, 
underwriting actions and limit 
management changes     

Social Inflation

Driving adverse development, 
particularly focused on last five 
accident years      

FIGURE 12: COMPANIES FACE A RANGE OF PRESSURES 

Source: Guy Carpenter

Physical & Transition Risks

• Potentially increased frequency and 
severity of events.

• Potentially increased volatility. 

• Are catastrophe models fit for purpose? 

• Are my investments well-balanced for  
economic change?   

Regulators & Policymakers

• Might solvency requirements increase? 

• Stress tests may include climate 
change.  

• Evidence of risk management required.   

Wider Society

• Rising concern amongst the public.  

• Activists targeting insurers. 

• Employees concerned about corporate 
behavior.  

• Risk of litigation.    

Investors & Rating Agencies

• Need for risk disclosure (TCFD).  

• Rise of green investment sector.  

• Rating agencies increasingly using 
environmental, social and 
governance metrics.     

Customers & Competitors

• Desire for market leading strategy.   

• Growing profitably while managing 
changing risk.     
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FIGURE 4: AGE OF INTANGIBLES: NEARLY 90%
OF THE S&P 500’s MARKET CAP IS INTANGIBLE
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FIGURE 9: 20-YEAR HISTORICAL RESERVE CYCLE – ACCIDENT YEAR RESERVE DEVELOPMENT

Source: GC risk benchmarks research, US Statutory annual statements, and S&P Financial 
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FIGURE 6: DEDICATED REINSURANCE SECTOR CAPITAL: 2012 TO 2020

*Estimated. 
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FIGURE 8: SIGNIFICANT INSURED LOSSES: 2011– 3Q 2020
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Q3 Avg = $21.1 billion

The current reinsurance market is uncertain; reinsurers are 
being cautious; and social inflation, adverse development, 
extreme weather and Covid-19 are all continuing issues.
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Guy Carpenter & Company, LLC provides this report for general information only. The information 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. Statements concerning tax, accounting, legal or regulatory 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, legal or regulatory advice, which 
we are not authorized to provide. All such matters should be reviewed with your own qualified advisors in these areas.

Readers are cautioned not to place undue reliance on any historical, current or forward-looking statements. Guy Carpenter & Company, LLC undertakes no 
obligation to update or revise publicly any historical, current or forward-looking statements, whether as a result of new information, research, future events 
or otherwise. The trademarks and service marks contained herein are the property of their respective owners.

About Guy Carpenter 
Guy Carpenter & Company, LLC is a leading global risk and reinsurance specialist with more than 3,100 professionals in over 60 
offices around the world. Guy Carpenter delivers a powerful combination of broking expertise, trusted strategic advisory services 
and industry-leading analytics to help clients adapt to emerging opportunities and achieve profitable growth. Guy Carpenter is 
a business of Marsh & McLennan (NYSE: MMC), the world’s leading professional services firm in the areas of risk, strategy and 
people. The company’s 76,000 colleagues advise clients in over 130 countries. With annual revenue of $17 billion, Marsh & 
McLennan helps clients navigate an increasingly dynamic and complex environment through four market-leading businesses 
including Marsh, Mercer and Oliver Wyman. For more information, visit www.guycarp.com and follow Guy Carpenter on LinkedIn 
and Twitter @GuyCarpenter.

Contacts
For more information, please contact:

Lara Mowery 

Global Head of Distribution 

Lara.A.Mowery@guycarp.com

Robert Bentley 

CEO, Global Strategic Advisory 

Robert.Bentley@guycarp.com

Peter Thomas 

President, GC Genesis 

Peter.Thomas@guycarp.com
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