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New Sources of Capital

Global Cat 

Limits

($315B)

U.S. Defined 

Benefit Pension 

Assets 

($7 trillion)

If 5% were allocated 

to “Reinsurance”

($350B)

Traditional 

Reinsurance 

Market?

Source: Adapted from a graphic by Dowling & Co at the RenRe Natural Hazards Forum, October 2012
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Capital: Main Product Behind An Insurance Contract

Produced from…

• Metal

• Rubber

• Plastic

• Paint

Produced from…

• Capital

− Cash

− Investments

− Reinsurance

Capital = Assets – Liabilities
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Where Do Insurers (Our Clients) Get Capital?

Sell their company’s 

stock

Get loans,

issue bonds

Buy reinsurance

If an insurer has greater losses than capital, their policyholders’ 

claims will not be paid in full
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All Forms Of Capital Have A Cost

How much reinsurance should a client buy from reinsurers vs. 

putting their shareholders and debtholders at risk? 

Shareholders: 

Expected

“rate of return”

Debtholders: Interest 

rate

Reinsurance: 

Premium
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Think Of It This Way…

Reinsurance is a form of Capital

Capital is a form of Reinsurance
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Capital Structure in an XOL Framework

 Consider Internal and External capital as 
XOL structure

‒ Cost relativity can be understood

 Shifts risk of unexpected loss from 
shareholders to reinsurance company

Premium

Excess of Loss 

Reinsurance

Preferred Stock

Debt

Equity
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Pricing Risk Capital

 Individual loss layers can be isolated

 Different forms of internal and 
external risk capital can be priced 
and compared

250 year PML Loss

1 in 150

1 in 100

1 in 200

50 XS 100 Reinsurance

ROL = 5

Preferred Stock

8% dividend
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Relative Cost of Reinsurance

 Some believe reinsurance is relatively expensive compared to other 
forms of capital

 While it may seem more expensive, due to the efficiencies inherent in 
the provision of reinsurance, it may actually be cheaper 

̶ Reinsurers typically have greater debt capacity than primary 
carriers due to greater diversification – can make more efficient 
use of leverage in providing risk capital

̶ Reinsurance can give the insurance company access to the 
reinsurer’s lower cost of capital

 Reinsurance rates are transparent and must be paid in cash
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Pros and Cons of Different Forms of Reinsurance

Retro Insurance Linked Securities

Typically 1 year deals 3-5 year duration

Easy to renew Need to issue new bond

Limited to traditional and 

collateralized market

Access vast capital market

Very little structuring Complex structuring

Can be placed quickly Time consuming

Low admin cost Significant admin cost

Size of limit flexible Typically requires large limit 

(>$100m)

May have credit risk No credit risk

Relationship driven (flexible) No relationship
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Private Reinsurance Attracts Broad Sources of Capital

Common equity

Preferred equity

Joint ventures / sidecars

Bank loans

Investment-grade bonds

Private equity

High-yield debt

Hedge fund partnerships

Reinsurers

Retrocession

Cat bonds
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 It’s not only about risk selection ̶  it’s also about understanding capital 
allocation

 It’s about bringing the most suitable capital to risk, no matter what form

 Not only are we risk underwriters – we are capital allocators

What Does This Mean For Underwriters?
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Disclaimer

All materials contained herein are for preliminary discussion purposes only.

No offer or solicitation to buy or sell any securities or to participate in any trading strategy is being made by means of 
these materials, which do not contain information on which you may base an informed investment decision. None of 
RenaissanceRe Holdings Ltd. (“RenaissanceRe”) or any of its affiliates makes any representations or warranties as to 
the accuracy of any information contained herein, and any such representations and warranties shall only be made in 
definitive documentation executed by the parties thereto.

These materials are not intended for distribution to, or use by, any person or entity in any jurisdiction or country where 
such distribution or use would be contrary to law or regulation.  In the United States, these materials are not intended 
for, and no securities will be offered or sold to, any person other than a person who is (i) an “accredited investors as 
defined under Regulation D of the U.S. Securities Act of 1933 and (ii) a “qualified purchaser” as defined in Section 
2(a)(51)(A) of the Investment Company Act of 1940.  

These materials contain confidential and proprietary information.  The distribution or divulgence of these materials or 
their contents to any person, other than the person to whom they were originally delivered and such person’s advisors, 
without the prior consent of RenaissanceRe is prohibited.

Cautionary Statement under “Safe Harbor” Provisions of the Private Securities Litigation Reform Act of 1995:

Statements made in this presentation contain information about the Company’s future business prospects.  These 
statements may be considered “forward looking.”  These statements are subject to risks and uncertainties that could 
cause actual results to differ materially from those set forth in or implied by such forward-looking statements.  For 
further information regarding cautionary statements and factors affecting future results, please refer to 
RenaissanceRe’s filings with the Securities and Exchange Commission, including its Annual Report on Form 10-K for 
the year ended December 31, 2013 and its Quarterly Reports on Form 10-Q.
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