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SR,s challenge(s) — static risks & beyond
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Questions

1st Question:

* |s the primary market systematically extending the cover beyond the ordinary course of transit?

2nd Question:

* |s the primary market capturing somehow the man-made/nat. cat. loss cost in its original costing for the
transported goods (known and unknown accumulation + normal course of transit)?

3rd Question:

* |s the primary market considering the increased exposure and consequently loss cost of Cargo having to
take the bulk of the contributory value in case of GA?
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Cargo risk accumulation: The world largest ports
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Windstorm hazard map
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Earthquake hazard map
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World merchandise trade development

@ Swiss Re

Main Points

World merchandise trade volume is
forecast to grow 2.6% in 2019,
accompanied by GDP growth of 2.6%.

Trade growth should pick up to 3.0%
in 2020 with GDP growth steady at
2.6%.

Trade growth in 2020 is expected to
out-pace GDP growth due to faster
GDP growth in developing economies.

Trade tensions still pose the greatest
risk to the forecast, but a relaxation
could provide some upside potential.

Weak import demand in Europe and
Asia dampened global trade volume
growth in 2018 due to the large share
of these regions in world trade.

The value of merchandise trade was
up 10% to US$ 19.48 trillion in 2018,
partly due to higher energy prices.

The value of commercial services
trade rose 8% to $5.80 trillion in
2018, driven by strong import growth

in Asia.
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Marine classes of business

' Exposure to Nat Cat

Marine Liabilities Hull Cargo Energy

* Ship-owner /- e Blue Water * Goods in Transit and e Offshore / Upstream
managers Liability * Brown Water (incl. storage * Onshore / Downstream
(P&l) Fishing Vessels) * Specie and Fine Art

* Terminal Operators * Pleasure Crafts * Port/Warehouse
Liability e Ship Builders risk Accumulation

* Marina Operators * Shipyard & Boatyard
Liability Accumulation

* Charteres’ Liability * Vessels under

* Yacht TPL construction and repair
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Primary market costing challenge (affecting treaty and facultative)

@ Swiss Re

=>» Reinsurance underwriters need the same underlying information of
any specific risk respectively portfolio as the ceding company.

=>» Reinsurers might allocate additional clauses, exclusions and
warranties to the account/treaty which are also part of the negotiation.
=>» There is also the price element for the excess of loss capacity.

Reinsurer’s ground
up premium

t |

ICC(A)
All risk

ICC(B)
Named
perils +

ICcic)
Named
perils

Insurer’s ground
up premium

Primary market loss cost allocation
appropriate compared to given exposure?
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Cargo Nat Cat Model
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PI‘OjeCt - |\/|I|eSt0neS (ongoing fine tuning)

Data Collection Total Insured Value Vulnerability
(Metric Tons) (USD) calibration

|
WPort _ Port . with Cargo Nat Cat loss
ECommodity type lComqulty type experience
EPackaging type BPackaging type

.

Calculation of the

Marine Rating

Definition of a

costing methodology Mark_et Loss Curves
per Peril and Nat Cat zone

.

Cargo Nat cat Model

Platform (MRP)

for SR Group risk
model

@ Swiss Re Le Rendez Vous - PARISMAT | Swiss Re Global Marine REINSURANCE | Mario Ciancarelli 12



uolle|nwnooe
1Ir o @a1baQq

PI‘OjeCt - |\/|I|eSt0neS (ongoing fine tuning)

Top down Bottom up

Client
Model
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Ma rket VieW (macro view)
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Summary
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Findings

* There is considerable Nat Cat exposure to insured Cargo traded through ports ( but not only)

* As a reinsurer we need to identify this possible cumulative exposure and consider it in the costing of our RI-
contracts

» Swiss Re’s Cargo port pricing module in MRP uses global port market data
— to develop the average exposure of an insurance company to the world ports and
— to calculate the loss expectancy to any Rl contract with cargo Nat Cat exposure
— = but the goal is to move form a static to a just in time accumulation control!

* For further information see the publication "Safe Haven" under Swiss Re publication:
http.//media.swissre.com/documents/pub_safe _havens 2010.pdf
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The challenge continues

@ Swiss Re

Figure 3

Insured catastrophe losses,
1970-2018 (USD billion, in
2018 prices)
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Japan, NZ earthquakes, Thailand flood
. Hurricane Sandy

. Hurricanes Harvey, Irma, Maria

. Camp Fire, Typhoon Jebi

© o~ oW N =

y
[}

160

140

120

100

80

60

40

20

1970

O g_aelisinsil .leLlllI

1976

1980 1985 1980 1995 2000 2005 2010 2015

M Earthquake/tsunami M Weather-related catastrophes Man-made disasters

Source: Swiss Re Institute

Le Rendez Vous - PARISMAT | Swiss Re Global Marine REINSURANCE | Mario Ciancarelli

16



@ Swiss Re Le Rendez Vous - PARISMAT | Swiss Re Global Marine REINSURANCE | Mario Ciancarelli 17



Legal notice

©2019 Swiss Re. All rights reserved. You are not permitted to create any modifications
or derivative works of this presentation or to use it for commercial or other public purposes
without the prior written permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of

the presentation and are subject to change without notice. Although the information used
was taken from reliable sources, Swiss Re does not accept any responsibility for the accuracy
or comprehensiveness of the details given. All liability for the accuracy and completeness
thereof or for any damage or loss resulting from the use of the information contained in this
presentation is expressly excluded. Under no circumstances shall Swiss Re or its Group
companies be liable for any financial or consequential loss relating to this presentation.
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