
Typical structure (preTypical structure (pre--2008)2008)
1. 1. Cedant buys a Cedant buys a 

reinsurance contract reinsurance contract 
from a Special Purpose from a Special Purpose 
Vehicle (SPV)Vehicle (SPV)

2.  The SPV sells notes to 2.  The SPV sells notes to 
investors in the capital investors in the capital 
marketsmarkets

3.  Proceeds from the notes 3.  Proceeds from the notes 
offering are invested offering are invested 
and held in a collateral and held in a collateral 
trusttrust

4.  Investment returns are 4.  Investment returns are 
swapped to a LIBORswapped to a LIBOR--
based rate by the Swap based rate by the Swap 
CounterpartyCounterparty
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