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Hurricane Earl – Storm Track
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Shore Re Ltd. – Munich Re Managed and Placed a 
$96mm Hurricane Cat Bond for MPIUA
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Class A Collateral
Account 

Shore Re Ltd.

MPIUA’s Hurricane risk is transferred to Munich Re 
America through a reinsurance contract
Munich Re America transfers the respective risk via 
a retrocession agreement to the Special Purpose 
Reinsurance Vehicle Shore Re Ltd. 
Shore Re Ltd. issues principal-at-risk notes to 
investors, the proceeds of which are used to cover 
potential losses under the reinsurance contract with 
MPIUA
The proceeds are held in a collateral account and 
invested in US Treasury Money Market Funds 
(MMF) rated AAAm or better

Class A

Issuer Shore Re Ltd.,
a Cayman Islands exempted company

Legal Sponsor/ 
Transformer Munich Reinsurance America, Inc.

Beneficiary MPIUA

Volume $96mm

Covered Territory & 
Peril Massachusetts Hurricane

Risk Period July 8, 2010 – July 8, 2013

Trigger Type Ultimate Net Loss, per occurrence

Modeling Agency AIR Worldwide Corporation

Annualized Expected 
Loss 1.47%

Risk Spread 700bps

Collateral US Treasury Money Market Funds

Rating at Issuance 
(S&P) BB

Initial Purchasers Munich Re Capital Markets and
GC Securities

Despite its indemnity format and its placement post inception of 2010 the US Hurricane season, Shore Re Ltd. 
Secured significant capacity at a highly competitive pricing for the Wind Pool



Transaction Schematic ‒ Series 2010-1 Class A Notes
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$[ ]mm Proceeds

Munich Re 
America, Inc.

Shore Re Ltd. Interest: Permitted
Investments Yield + 

Interest Spread 

Return at the Redemption Date of  
Outstanding Principal Amount

Class A 
Collateral 
Account

Capital 
Markets 

Investors
Series 2010-1 

Class A 
Principal At-Risk 

Variable Rate Notes

Retrocession 
Premium for the 
Series 2010-1 

Notes

Retrocession 
Agreement

$[ ]mm Proceeds

Permitted
Investments Yield

Reinsurance Agreement

Reinsurance Premium

MPIUA

U.S. 
Treasury 

Money Market 
Funds

Trigger Structure ‒ Series 2010-1 Class A Notes 
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Structure SummaryCalculation of Ultimate Net Loss 

Step 1 

Step 2 

Losses under the Subject Business
(Paid Losses and, if  applicable, Loss Reserves)

Growth Limitation Factor
Minimum of  (i) 1.00 and (ii) (1.10/Actual Growth Factor)

For Each 
Covered Event

Loss Adjustment Expense Factor = 1.06

x

x

Ultimate Net Loss:
Cannot be less than zero or greater than 
the Exhaustion Level for the Class A Notes

Ultimate Net Loss

=

Calculation of Loss Amount 

For Each 
Covered
Event at
each Date of 
Determination 
for the Class 
A Notes

-
Applicable Attachment Level

x
Applicable Insurance Percentage

=
Loss Amount

MPIUA Traditional 
Reinsurance 
Placement

MPIUA 
Surplus & 
Assessments

MPIUA
Assessments

Series 
2010-1 
Class A 
NotesAttachment Level for the 

Class A Notes (for the 1st

Annual Risk Period)

Exhaustion Level for the 
Class A Notes (for the 1st

Annual Risk Period) Minimum 
Retained 

Share

Reinsured: MPIUA ‒ Overview 

12

1. Massachusetts Property Insurance Underwriting Association ( “MPIUA”)
Created legislatively under the Massachusetts (“MA”) Legislature in 1968; not an agency or facility of the MA government but
MPIUA is subject to review and oversight by the MA Commissioner of Insurance

2. Operates as a for-profit organization similar to that of a voluntary insurance company
3. Supported by all property and casualty insurers (“Member Insurers”) writing insurance in MA, with expenses, income and losses

among the Member Insurers shared proportionately based on premiums
Any assessments levied by the MPIUA is due from the Member Insurers within 30 days of assessment; if a Member Insurer fails to
pay by reason of insolvency, such obligation will be reassessed, assumed and redistributed to the remaining Member Insurers
In addition to the assessments levied, the claims paying capacity of the MPIUA is composed of premiums collected, retained
earnings, investment income and traditional reinsurance

4. 155 full-time equivalent employees (as of April 14, 2010), of which greater than 70% have been with MPIUA for over five years
None are employees of a Member Insurer

Massachusetts Property Insurance Underwriting Association (“MPIUA” or “MA Fair Plan”)

Year of Establishment 1968

Geographical Scope State of  Massachusetts

Number of Member Insurers Supporting the MPIUA
(based on participation per calendar year 2008 tax return) 456

Policy Count
(as of  December 31, 2009) 205,169

Total Insured Value (000s)
(as of  December 31, 2009) $99,558,425



Reinsured: MPIUA ‒ Overview 

13

1. MPIUA’s coverage area consists of the entire state 
of MA

The Coastal Area, territory 37, represents the 
state’s predominant coastal territory

Several other territories have significant coastal 
exposure (“Significant Coastal Area”) including 
territories 30, 32, 33, 34, 36, and 40

39%

61%

MPIUA Rate Territories Map 

MPIUA Estimated Market Share based on 2008 Calendar Year Premiums

Coastal Area Significant Coastal Area Entire State

MPIUA Voluntary Insurance Carriers 

36% 13%

87%

13%

87%

15%

85%

Transaction Summary ‒ Series 2010-1 Class A Notes –
Offering Terms 
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Item Description

Notes Offered $96mm Series 2010-1 Class A Principal At-Risk Variable Rate Notes
Risk Transfer Contract Retrocession Agreement
Covered Event Any Hurricane during the Risk Period having caused Losses to the Subject Business in the Covered 

Area as determined by the Reinsured
Covered Area Massachusetts
Hurricane A Hurricane is a Storm or Storm System that has been declared by the National Hurricane Center of 

the National Weather Service or its successor to be a Hurricane and includes Wind, Gusts, Hail, 
Rain, Tornadoes or Cyclones caused by, resulting from or occurring during such Storm or Storm 
System

Subject Business The Reinsured’s in-force insurance portfolio (which consists of any binder, policy or contract of 
insurance issued, accepted or held covered provisionally or otherwise, by or on behalf of the 
Reinsured, “Policies”) exposed to a Hurricane as of the commencement date of the Risk Period and 
any new and renewal Policies becoming effective during the Risk Period

Risk Period The period commencing at 12:00:00 a.m. Eastern time on July 1, 2010 to and including the earlier 
of (i) 11:59:59 p.m. Eastern time on June 30, 2013 and (ii) in the event of an Early Redemption 
Event, 11:59:59 p.m. Eastern time on the date on which an Early Redemption Event occurs

Scheduled 
Redemption Date

July 8, 2013 

Extended Redemption Date Up to 36 months from the Scheduled Redemption Date in one month increments

Risk Analysis Summary ‒ Series 2010-1 Class A Notes ‒
Risk Profile 
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Contribution to Expected Loss

Risk Statistics

Class A 
Notes

By Line of Business By County

Risk Profile

Class A Notes

Base Sensitivity

One-Year Attachment Probability 1.76% 1.76%

Expected Loss 1.47% 1.47%

One-Year Exhaustion Probability 1.24% 1.24%

Personal 
Lines
99.9%

Commercial 
Lines
0.1%

Barnstable
43.0%

Plymouth
10.8%

Bristol
10.1%

Suffolk
9.2%

Nantucket
8.6%

Dukes
8.0%

All Other 
Counties
10.3%

By First Landfall 
State By S.S. Category

MA
89.4%

NY
9.6%

VA
0.7%

NC
0.3%

Class  1
2.2%

Class  2
19.1%

Class  3
63.8%

Class  4
15.0%



Shore Re Ltd. ‒ Further Details

16

Munich Re successfully managed and placed Shore Re beginning of  July 2010, a $96mm cat bond transaction for the benef it of  Massachusetts’ 
residual market carrier, the Massachusetts Property Insurance Underwriting Association (MPIUA)

In addition to its management and placement roles, Munich Re acted – through its wholly-owned subsidiary Munich Re America – as transforming 
reinsurer for MPIUA

Shore Re represents MPIUA’s f irst cat bond transaction and was a take down from a new cat bond program

As a complement to the traditional reinsurance program, Shore Re will provide MPIUA with a three-year, fully collateralized, per-occurrence 
indemnity cover for major Hurricane events in Massachusetts

Due to MPIUA’s increased traditional reinsurance purchases, Shore Re was issued at $96mm, slightly below the initially targeted $100mm, 
notwithstanding an oversubscribed book

After Johnston Re (May 2010), benef iting the North Carolina Wind Pools, Shore Re is the second cat bond transaction within two months on behalf  
of  a US Wind pool that was managed and placed by Munich Re

Investor Breakdown

Shore Re was of fered to investors in 
June 2010 post inception of  the US 
Hurricane season 

Despite its indemnity format and its late 
marketing, investor demand for the 
notes was strong and resulted in an 
oversubscribed order book

The majority of  notes were sold to 
Dedicated ILS Funds which accounted 
for over 90% of  the total order book

Roughly three quarters of  the capacity 
was provided by investors domiciled in 
the US and Switzerland

Investors by Type Investors by Location

92%

6% 2%

Dedicated ILS Funds Reinsurers Hedge Funds

41%

22%

4%

33%

USA Bermuda EU Switzerland

Beat Holliger Managing Director bholliger@mrcm.com 212.610.5909

Contact:


