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Typically utilize alternative capital in the form of:
 Sponsor catastrophe bonds to lower their cost of capital 

and to diversify their reinsurance panel
 Utilize sidecars to expand footprint and grow key 

segments
 Utilize collateralized reinsurance in their traditional 

reinsurance placements

Insurers
Typically utilize alternative capital in the form of:
 Sponsor catastrophe bonds to lower their cost of capital
 Utilize sidecars to expand footprint and grow key 

segments
 Manage third party capital to generate significant fee 

income

Reinsurers

Typical Profiles of (Re)insurers Utilizing Alternative Capital
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Investment Yield

Payment Amount

Payment Amount

Dividends/Capital Return

Example Cat Bond, Sidecar and Collateralized Re Structure

Special Purpose 
Entity 
(SPE)

Premium

Sponsor

Note Proceeds Investors

Collateral/Trust  
Account

Interest Spread + Investment Yield(Re)insurance Agreement

Outstanding Principal Amount 

Proceeds

Investment Yield

Protected Cell 
Company

(PCC)1

Premium

Sponsor

Investors

Collateral/Trust  
Account

(Re)insurance Agreement Cell 1

Cell 2

Cell 3

Cell 4

1 Name may differ depending on jurisdiction

Investors 
purchase bonds 
issued by SPE to 
collateralize the 
(re)insurance 
agreement

Investors fully 
fund limits through 
equity, debt or 
other financing 
mechanisms

Assets (less losses)

Equity/Debt Financing

Assets

Typically Cat Bond Structure

Typically Sidecar / Collateralized Re Structure
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Source: Aon Securities Inc. 

Cat Bond Spread CompressionGrowth of Alternative Reinsurance Capital 

Alternative capital continues to increase its allocation to insurance-linked risks, especially property catastrophe risks

Alternative Capital Fuels Competitive (Re)insurance Market
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*At July 1, 2017
**At October 31, 2017

Top 15 ILS Fund Managers
Manager

Assets Under Management ($B)

January 2014 January 2015 January 2016 July 2017 January 2018

Nephila Capital 10.0 9.5 10.2 10.5 11.0

Credit Suisse ILS 6.5 6.5 7.5 8.6 8.6*

LGT ILS Partners 4.1 5.2 6.5 7.0 7.9

Securis Investment Partners 3.2 3.5 4.1 4.6 6.2

Stone Ridge Asset Management 3.0 4.4 5.1 6.1 6.1**

Fermat Capital Management 5.1 4.8 5.2 5.4 5.7

Markel CATCo 2.8 3.2 4.3 4.5 4.5*

Leadenhall Capital Partners 1.8 2.4 3.5 4.2 4.5

Twelve Capital 3.5 3.5 3.5 4.0 4.5

Aeolus Capital Management 2.7 2.5 3.0 3.2 4.0

AlphaCat Managers 1.9 2.4 2.7 3.1 3.4

Elementum Advisors 1.9 2.5 2.9 3.0 3.4
Schroder Investment 
Management 1.4 1.7 1.9 2.5 3.0

RenaissanceRe Holdings 1.8 1.5 1.8 1.7 1.7*

Pioneer Investments 1.0 1.4 1.7 1.7 1.7*

Total 50.7 55.0 63.9 69.7 76.2

% Change 8.5% 16.2% 9.1% 9.3%
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Property Cat Bond Market Review

Source: Aon Securities Inc.

As of March 5, 2018

Property Cat Bond Maturities by Quarter

Property Cat Bond Issuance by QuarterProperty Cat Bond Issuance and Outstanding by Year

Property Cat Bond Metrics

2018
Completed
Issuances Sponsors Issuance

Volume
Average Deal 

Size

2 5 $2.06B $1.02B

2016 / 2017
Completed
Issuances Sponsors Issuance

Volume
Average Deal 

Size

20 / 33 16 / 29 $5.6B / $10.2B $275.7M / 
$307.9M Total: $1,366M $2,998M $1,075M $430M
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% Change 1.00% 2.00% 3.00%
2015 - 2016 -21% -13% -8%
2016 - 2017 2% 1% -

Florida Named Storm1 Japan

U.S. Named StormU.S. Multi-Peril

2015 Issuance Spreads
2016 Issuance Spreads
2017 Issuance Spreads

% Change 1.00% 2.00% 3.00%
Pre-HIM 3% 5% 6%
Current 4% 6% 7%

% Change 1.00% 2.00% 3.00%
2015 - 2016 -10% -9% -9%
2016 - 2017 -5% 4% 9%

% Change 1.00% 2.00% 3.00%
2015 - 2016 -24% -14% -7%
2016 - 2017 -6% -1% 2%

1 US Wind, exuding non-Florida Regionals

Source: Aon Securities Inc.

Pre-HIM
Current

2015 Issuance Spreads
2016 Issuance Spreads
2017 Issuance Spreads

2015 Issuance Spreads
2016 Issuance Spreads
2017 Bid Spreads2

Historical Issuance Trendlines and HIM Impact on Florida Pricing 
As of March 5, 2018
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Recent Loss Activity on Cat Bonds, Sidecars and Collateralized Re

0

20

40

60

80

100

120

140

160

U
SD

 b
ill

io
n 

(2
01

7)

Insured losses by year and type

Winter weather Wildfire Tropical cyclone Severe weather Other Flooding EU windstorm Earthquake Drought

 Global natural disasters are estimated to have generated insured losses of $128B in 2017, with the most significant 
peril in 2017 being tropical cyclone, generating $83B of losses

‒ Hurricanes Harvey, Irma and Maria are currently estimated to have contributed $80B
 Immediately following the major catastrophe events of Q3 2017, total alternative capital assets under management 

(“AUM”) dropped by roughly $7B
 Given the magnitude of catastrophe losses in 2017, the annual returns for all Aon ILS Indices (1.40%) 

underperformed the prior year’s annual returns (7.03%)

Estimates have 
suggested that the 
alternative capital 
market absorbed 
between 20% to 25% 
of overall 
re/insurance industry 
losses in 2017

Source: Aon Benfield Inc., Reinsurance Market Outlook, January 2018
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Size ($m)
Price at 
Aug 31 

‘17

Price at 
Sept 15 

‘17

Price at 
Oct. 6 

‘17

Price at 
Oct. 20 

'17

Price at 
Oct. 31 

‘17

Price at 
Nov 17 

‘17

Price at 
Dec. 1 

‘17

Price at 
Dec. 8 

’17

Price at 
Dec. 29 

’17

Price at 
Jan. 12 

’18

Price at 
Feb. 2 

’18

Fl
or

id
a

Casablanca Re 2017-1 C 6.75 102.08 5.00 20.00 50.00 50.00 50.00 60.00 60.02 70.16 70.44 70.00
Manatee Re 2016-1 C 20 100.82 20.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Citrus Re 2017-2 B 35 101.30 25.00 80.00 80.00 80.00 85.00 85.00 84.91 85.00 85.13 85.00
Citrus Re 2016-1 E 100 102.70 30.00 70.00 70.00 70.00 70.00 70.00 70.05 80.00 80.34 80.00
Citrus Re 2015-1 C 30 100.89 30.00 70.00 70.00 70.00 70.00 70.00 70.21 85.00 86.33 87.00
Integrity Re 2017-1 B 3 102.06 50.00 50.00 50.00 50.00 50.00 85.01 85.01 92.50 92.59 95.42
Citrus Re 2016-1 D 150 102.93 75.00 92.50 96.50 96.76 99.16 99.03 98.93 100.25 100.21 99.79
Everglades Re II 2017 300 102.27 75.00 85.00 89.19 91.19 97.12 97.23 97.24 98.85 99.41 99.14
Citrus Re 2015-1 B 97.5 101.44 75.00 92.50 97.00 99.35 101.28 101.12 101.42 101.20 101.03 100.77

Integrity Re 2017-1 A 72 100.98 75.00 75.00 80.00 80.00 80.00 95.35 95.38 98.21 99.29 99.67

Total $814.25

Ag
gr

eg
at

e 
In

de
x

Blue Halo 2016-1 B 55 102.12 20.00 20.14 20.00 20.00 20.00 20.00 20.00 40.00 40.00 40.00
Galileo Re 2016-1 A 100 102.48 60.00 70.42 75.00 75.00 75.00 96.00 95.96 98.16 98.62 98.24
Galilei Re 2016-1 A-1 75 101.41 60.00 70.00 75.00 75.00 75.00 96.00 95.92 97.00 97.58 97.17
Galilei Re 2017-1 A-2 50 101.42 60.00 70.00 75.00 75.00 75.00 94.29 94.21 95.78 96.70 96.31
Galileo Re 2015-1 300 100.43 60.00 65.00 65.00 70.00 70.00 95.00 96.00 99.90 99.90 0.00
Blue Halo 2016-1 A 130 102.50 65.00 65.28 65.00 65.00 65.00 65.00 77.54 85.00 85.00 93.35
Kilimanjaro II Re 2017-1 A-1 225 103.21 85.00 60.00 60.00 60.00 65.00 80.00 80.00 97.16 98.10 97.87
Kilimanjaro II Re 2017-2 A-2 50 103.07 85.00 60.00 60.00 60.00 65.00 80.00 80.00 95.92 97.12 96.91
Atlas IX 2016-1 300 105.11 100.00 60.00 82.50 82.75 83.09 83.34 83.48 95.00 97.50 96.19
Atlas IX 2015-1 150 101.73 97.50 10.00 25.00 25.00 15.00 5.00 5.00 75.00 81.06 90.00

Total $1435.00

Ag
gr

eg
at

e 
In

de
m

ni
ty

Caelus Re V 2017-1 C 75 101.83 101.84 101.80 101.87 90.00 85.00 85.00 70.00 40.00 40.00 40.00
Caelus Re V 2017-1 D 75 102.57 102.59 103.00 103.29 60.00 50.00 50.00 1.00 0.00 0.00 0.00
Loma Re 2013-1 B 75 99.91 97.50 93.12 95.10 50.00 50.00 50.00 50.00 70.00 0.00 0.00
Loma Re 2013-1 C 65 99.88 95.00 60.00 65.00 0.00 0.00 0.00 0.00 0.00 55.00 55.00
Res Re 2017 I 10 50 89.12 45.00 60.00 70.00 10.00 5.00 5.00 5.03 5.00 5.00 5.00
Res Re 2014 10 80 97.87 60.00 60.00 80.00 30.00 20.00 20.00 20.09 20.00 20.00 20.00
Res Re 2015 10 50 102.91 80.00 80.00 90.00 80.00 60.00 60.00 60.04 50.00 50.00 50.00

Res Re 2016 1 10 65 100.49 70.00 70.00 90.00 65.00 40.00 40.00 40.02 40.00 40.00 40.00

Total $535.00

O
th

er Res Re 2013 II 1 80 100.01 99.00 99.23 100.17 90.00 75.00 75.00 50.29 25.00 25.00 25.00

CAR 113 Class A 150 100.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Grand Total $3014.25

Bonds Impacted by Recent Catastrophe Events
Bonds with 25%+ Bid Price Decline

Change 
in Price 
Aug. 31 
to Sep. 

15

Change 
in Price 
Aug. 31 
to Oct. 6

Change 
in Price 
Aug. 31 
to Oct. 

20

Change 
in Price 
Aug. 31 
to Oct. 

31

Change 
in Price 
Aug. 31 
to Nov 

17

Change 
in Price 
Aug. 31 
to Dec. 

1

Change 
in Price 
Aug. 31 
to Dec. 

8

Change 
in Price 
Aug. 31 

to 
Dec.29

Change 
in Price 
Aug. 31 
to Jan. 

12

Change 
in Price 
Aug. 31 
to Feb. 

2

-95.10% -80.41% -51.02% -51.02% -51.02% -41.22% -41.20% -31.27% -31.00% -31.43%
-80.16% -100%

-75.32% -21.03% -21.03% -21.03% -16.09% -16.09% -16.18% -16.09% -15.96% -16.09%
-70.79% -31.84% -31.84% -31.84% -31.84% -31.84% -31.79% -22.10% -21.77% -22.10%
-70.26% -30.62% -30.62% -30.62% -30.62% -30.62% -30.41% -15.75% -14.43% -13.77%
-51.01% -51.01% -51.01% -51.01% -51.01% -16.71% -16.71% -9.37% -9.28% -6.51%
-27.13% -10.13% -6.25% -5.99% -3.66% -3.79% -3.89% -2.60% -2.64% -3.05%
-26.66% -16.89% -12.79% -10.83% -5.04% -4.93% -4.92% -3.34% -2.80% -3.06%
-26.06% -8.81% -4.38% -2.06% -0.16% -0.32% -0.02% -0.24% -0.40% -0.66%

-25.73% -25.73% -20.78% -20.78% -20.78% -5.58% -5.55% -2.74% -1.67% -1.30%

-80.42% -80.28% -80.42% -80.42% -80.42% -80.42% -80.42% -60.83% -60.83% -60.83%
-41.45% -31.28% -26.81% -26.81% -26.81% -6.32% -6.36% -4.22% -3.77% -4.14%
-40.83% -30.97% -26.04% -26.04% -26.04% -5.33% -5.41% -4.35% -3.78% -4.18%
-40.84% -30.98% -26.05% -26.05% -26.05% -7.03% -7.11% -5.56% -4.65% -5.04%
-40.26% -35.28% -35.28% -30.30% -30.30% -5.41% -4.41% -0.53% -

-36.59% -36.31% -36.59% -36.59% -36.59% -36.59% -24.35% -17.07% -17.07% -8.93%
-17.64% -41.87% -41.87% -41.87% -37.02% -22.49% -22.49% -5.86% -4.95% -5.17%
-17.53% -41.79% -41.79% -41.79% -36.94% -22.38% -22.38% -6.94% -5.77% -5.98%
-4.86% -42.92% -21.51% -21.27% -20.95% -20.71% -20.58% -9.62% -7.24% -8.49%
-4.16% -90.17% -75.43% -75.43% -85.26% -95.09% -95.09% -26.28% -20.32% -11.53%

0.01% -0.03% 0.04% -11.62% -16.53% -16.53% -31.26% -60.72% -60.72% -60.72%
0.02% 0.42% 0.70% -41.50% -51.25% -51.25% -99.03% -100.00%

-2.41% -6.80% -4.81% -49.95% -49.95% -49.95% -49.95% -29.94% -

-4.89% -39.93% -34.92% -100% -44.93% -44.93%
-49.51% -32.68% -21.45% -88.78% -94.39% -94.39% -94.36% -94.39% -94.39% -94.39%
-38.69% -38.69% -18.26% -69.35% -79.56% -79.56% -79.47% -79.56% -79.56% -79.56%
-22.26% -22.26% -12.54% -22.26% -41.70% -41.70% -41.66% -51.41% -51.41% -51.41%

-30.34% -30.34% -10.44% -35.32% -60.20% -60.20% -60.18% -60.20% -60.20% -60.20%

-1.01% -0.78% 0.16% -10.01% -25.01% -25.01% -49.72% -75.00% -75.00% -75.00%

-100.00%

Source: Aon Securities Inc. with seasonally adjusted bids prices as of February 12, 2018
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This document or presentation and all data, information and all other contents or materials contained herein (collectively, the “Document”) were intended and prepared 
for general informational purposes and discussion purposes only, and this Document does not create any obligations on the part of Aon Securities Inc., Aon Securities 
Limited and their affiliated companies (collectively, “Aon”). This Document is intended only for the designated recipient to whom it was originally delivered by Aon and 
any other recipient to whose delivery Aon consents in writing (each, a “Recipient”). This Document is strictly confidential and no Recipient shall reproduce this Document 
(in whole or part) or disclose, provide or make available this Document, or any portion or summary hereof, to any third party without the express written consent of Aon. 
This Document should not be construed as advice, opinions, or statements on any specific facts, situations or circumstances and Recipients should not take any actions 
or refrain from taking any actions, make any decisions (including any business or investment decisions), or place any reliance on this Document. The information in this 
document is based on or compiled from sources that are believed to be reliable, but Aon has made no attempts to verify or investigate any such information or sources. 
Aon undertakes no obligation to update or revise this Document based on changes, new developments or otherwise, nor any obligation to correct any errors or 
inaccuracies in this Document. This Document is made available on an “as is” basis, and Aon makes no representation or warranty of any kind (whether express or 
implied), including without limitation in respect of the accuracy, completeness, timeliness, or sufficiency of the Document. This Document is not intended, nor shall it be 
considered, construed or deemed, as (1) an offer to sell or a solicitation of an offer to buy any security or any other financial product or asset, (2) an offer, solicitation, 
confirmation or any other basis to engage or effect in any transaction or contract (in respect of a security, financial product or otherwise), or (3) a statement of fact, 
advice or opinion by Aon or its Representatives. Any potential transaction will be made or entered into only through definitive agreements and such other documentation 
as may be necessary (including, as applicable, any disclosure or offering materials provided by Aon Securities, Inc. or its appropriately licensed affiliate(s) that contain 
important information regarding, among other things, certain risks associated with an offering or transaction that may be described in this Document), and such definitive 
agreements and other documentation should be read carefully before determining to enter into any transaction. Any projections or forward-looking statements contained 
or referred to in this Document are subject to various assumptions, conditions, risks and uncertainties (which may be known or unknown and which are inherently 
unpredictable) and any change to such items may have a material impact on the information set forth in this Document. Actual results may differ substantially from those 
indicated or assumed in this Document. No representation, warranty or guarantee is made that any transaction can be effected at the values provided or assumed in this 
Document (or any values similar thereto) or that any transaction would result in the structures or outcomes provided or assumed in this Document (or any structures or 
outcomes similar thereto). 

To the maximum extent permitted by law, Aon and all its affiliates and their respective directors, officers, employees, and representatives (collectively, the 
“Representatives”) disclaim any and all liability relating to this Document, and neither Aon nor any of its Representatives shall have any liability to any party for any claim, 
loss, damage or liability in any way arising from or relating to the use or review of this Document (including without limitation any actions or inactions, reliance or 
decisions based upon this Document), any errors in or omissions from this Document (including without limitation the correctness, accuracy, completeness, timeliness, 
sufficiency, quality, pricing, reliability, performance, adequacy, or reasonableness of the information contained in this Document), or otherwise in connection with this 
Document. To the maximum extent permitted by law, neither Aon nor its Representatives will be liable, in any event, for any special, indirect, consequential, or punitive 
loss or damage of any kind arising from, relating to or in connection with this Document. Aon does not provide and this Document does not constitute any form of legal, 
accounting, taxation, regulatory, or actuarial advice. Recipients are advised to consult their own professional advisors to undertake an independent review of any legal, 
accounting, taxation, regulatory, and actuarial implications of anything described in or related to this Document and any prospective transaction described herein. To the 
extent this Document includes or makes use of intellectual property or other information owned by Aon, Aon reserves and retains all of its rights in such property and 
information and Aon grants to Recipient no rights or license (express or implied) to this Document or any portion hereof. Recipient acknowledges and agrees to the 
foregoing terms and conditions by its acceptance, use or review of this Document or any portion or summary hereof.

Disclaimer
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