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Taken at face value, this year’s CEO Risk Forum is a 
collection of fine opinion editorials on many 

disparate topics. But look a little closer and there’s a 
unifying theme: insurance and reinsurance technology.

Not technology in the commonly understood sense of 
computer hardware and machines. A wider definition of 
technology is the use and knowledge of techniques and 
processes for producing goods and services.

An even more apposite definition of technology here 
is that it’s “an activity that forms or changes culture; the 
application of mathematics, science, and the arts for the 
benefit of life as it is known”.

It’s striking how many of the articles you will read here 
concern the role played by the re/insurance industry in 
improving conditions for different communities. There 
are discussions about closing the protection gap through 
public/private partnerships; the use of index-based 
derivatives to structure nat cat coverages and also the 
need to build resilience into our cities. 

But there’s also insights on how the re/insurance 
industry is adapting and investing in techniques to help 
clients with mitigating and transferring cyber risk; ditto 
terrorism.

The important part played by technology in making the 
re/insurance industry more efficient and more effective 
at absorbing shocks is dissected too by many of the CEO 
contributors. That includes the development of risk 
trading technology to new ways of cutting costs in the 
value chain. The vexed topic of Big Data and risk pricing 
is a hot topic that fits into all those brackets.

But CEO Risk Forum 2018 is far from being a 
“technology special”. There are other, exterior forces at 
work today that are less easy for re/insurers to manage 
- trends in risk distribution, for example. Uncertainties 
around political risk and also regulation are arguably 
one of the biggest worries for the 
C-suite today.

You might disagree with some of 
the theses, but they’re certain to 
make you think about the changing 
nature of re/insurance “technology”.
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Every CEO of a reinsurance company is asked 
sooner or later what keeps us up at night. For me, 

it’s an easy answer because I don’t actually hold any 
fear for the future of reinsurance. While not to so long 
ago, many feared the industry was in a terminal decline, 
I actually see a very bright future for our industry to 
increase its relevance in a world perceived as riskier and 
where people and institutions are hungrier than ever for 
risk protection.

Over the past 150 years, reinsurance has played a 
critical role, not only for the insurance industry, but in 
the global economy as the ultimate holders of volatility. 
While alternative capital has changed the dynamics of 
the industry, reinsurers have held their own, proving 
again and again - in 1992, 2001, 2005, 2011 and again 
in 2017 - their value as a vital and needed pillar of the 
risk industry.

I don’t see that changing anytime soon – 
in fact, as the world’s risk landscape 
alters at a faster pace than we’ve 
ever known, I anticipate there 
will be a sustained or even a 
growing need for reinsurance 
in the future. As the world 
becomes increasingly 
complex and interconnected, 
risks will evolve at a faster 
pace: old forms of risk 
will get hotter driven by 
globalization, urbanization 
and climate change, while 
new forms of risk driven by 
the rapid pace of technology are 
emerging almost overnight.

Just as it needs to rapidly get to 
grips with this new risk landscape, 
the insurance industry itself is 
facing disruption and consolidation, 
with increased regulatory demands, a 
competitive environment and high 
expense ratios related to a supply 
chain with unsustainable 
production costs of up 
to 40% in some 
areas. Faced 

with those challenges, insurers’ distaste for volatility 
continues to grow.

We are seeing this trend evolve across the insurance 
spectrum from small, mid-size to large insurance 
companies, but also among governments and agencies, 
all looking to lay off risk. 

A decade ago, risk retention levels were set based on 
academic models to capital modelling that undervalued 
the impact of volatility on business confidence following 
large shocks. Today, given shareholders’ discomfort with 
outsize losses, insurers are increasingly looking for ways 
to protect their earnings and reduce earnings volatility.

So where does that leave reinsurance?
All this suggests that reinsurers still have a valuable role 
to play as the ultimate holders of risk. The appetite of 
the reinsurance industry to assume volatility over the 
long term and its ability to provide volatility protection, 
is a key part of the value proposition of the reinsurance 
industry. The long-term private ownership model lends 
itself particularly well to this because it can support an 
appetite for volatility while nurturing and supporting 

the client relationship over a long period of time.
What insurers really want to know is 
whether their reinsurer will still be there 

for them in 10 to 15 years’ time and that 
it has both an appetite for reinsurance 

as a volatility transfer business and 
can provide relevant reinsurance 
solutions that support their business 
goals, including innovating for 
growth or strengthening capital. 

As a result, we’ve seen a trend 
among insurers towards deeper 
relationships with a handful of core 
reinsurance partners who have 
the balance sheet strength, long-
term resilience and ability to offer 
relevant solutions across multiple 
risk classes. 

Specifically, our insurance clients 
tell us they want to work with 

reinsurance partners that have a 
vested interest in helping 

them 
grow 

and 
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WHAT WILL SHAPE THE 
FUTURE OF REINSURANCE?
The global risk landscape is changing fast 
and reinsurers need to move with the times, 
according to Emmanuel Clarke, president 
and CEO of PartnerRe



develop their businesses, support their most confidential 
initiatives, provide capacity after large or unexpected 
events and that will be around for the long term to pay 
long-tail class losses until extinction.

This new reality does not suit every reinsurance 
model however. Specialty-only players with a niche or 
geographical focus that is only relevant in a specific 
product line or geographic area, are finding that their 
lack of optionality and growth potential in their niche 
and their lack of holistic capabilities, makes it difficult 
for them to respond to evolving demand.

The hybrid insurance and reinsurance model has its 
place in the industry and is one that PartnerRe ascribed 
to for a short period. Ultimately, we concluded that 
insurance and reinsurance are two different models 
that function with different drivers. While insurance is 
about distribution, systems and 
processes and requires scale, 
reinsurance is about capital, 
risk and requires relevance. Our 
view is that is that it is difficult 
for companies to get traction 
and scale in both at the same 
time and that reinsurers that 
focus purely on reinsurance 
have the flexibility to create closer, more transparent 
relationships with insurers without fear of competing 
interests. 

Maintaining market share
The most promising model is that of global, diversified, 
broadly relevant reinsurers that are diversified across 
Life and Non-life lines with scale and broad lead 
capabilities. Even in the prolonged soft market, they 
have maintained their market share and sustained their 
margins better than the rest of the industry. Their large 
balance sheets mean they can take more risk and make 
more profit, have more options available to optimise 
their balance sheets and benefit from broadly diversified 
geographies and risk classes.

But even for those reinsurers, success is not a given.
At the end of the day, the reinsurance model that 

will work is one that is dedicated to helping insurers 
to succeed. For the large global reinsurers, the biggest 
challenge is how to remain agile and provide relevant 
solutions that meet the needs of their clients while 
still achieving profitability in a market awash with 
overcapacity. Ultimately, the extent to which reinsurers 
can achieve financial agility and to which they can 
respond to a changing risk landscape, is what will make 
them succeed in the long run.

For example, they will need to anticipate and respond 
to changes in buying behaviours, by providing a more 
holistic approach to their business with breadth and 
depth of reinsurance offering that spans every segment 
and geography. They need to be attuned to local market 
needs and be able to leverage their technical knowledge 
across different markets. And they need to be able to 

anticipate opportunities in market changes and move 
quickly to provide out-of-the-box, customised solutions.

Reinsurers also need to be alert to developments in 
technology that will change buying behaviours and 
that create opportunities to reduce the relatively high 
friction costs within the insurance value chain. Here, 
reinsurers have an opportunity to leverage technology 
that helps their insurance clients develop insurance 
products that are more attractive to policy holders, by 
using predictive modelling and data analytics to make 
better decisions and to price risks better. Technology is 
also enhancing and accelerating distribution and ease 
of doing business and creating efficiencies that reduce 
friction costs.

Reinsurers must do all this while coming to terms with 
the realities of the reinsurance market where alternative 

capital has created a permanent 
shift in profitability and the 
expectation that, while there will 
still be cyclicality in the market, 
large cat events will have a more 
muted effect on reinsurance 
cycles in the future.

Going forward, the most 
viable strategy for reinsurers 

is one that allows co-existence with alternative capital 
in an intelligent way. Although third party capital will 
be generally confined to the property cat space – or at 
least to short-tail segments – third party capital has a 
place in the tool box of reinsurers who can use it as a 
form of capital financing for selected risks, and a way 
to leverage returns on their origination and portfolio 
management. Successful reinsurers will find a way to 
co-exist with alternative forms of capital to provide 
significant value-add to their clients.

Higher entry barriers
In the mid-term, the real opportunities for reinsurers 
will be outside property cat, in classes where the 
barriers to entry are higher and where it is possible 
to build a value proposition by developing bespoke, 
customised solutions that either leverage reinsurers’ 
specialist expertise or that offer protection for long-
tail risk; so creating an edge that insurance clients are 
prepared to pay for.

In a world of plentiful capital and capacity, I firmly 
believe there will continue to be a need for financially 
strong, well-diversified reinsurers that work in close 
partnership with their clients to quickly meet their 
needs both at a global and local level. The winners 
will be those that are agile enough to help their clients 
succeed by harnessing the fundamentals of reinsurance 
– capital and expertise – with new developments in 
technology and alternative capital. Having the right 
ownership structure to focus on long-term value 
creation, long-term capital partnerships and an appetite 
for volatility, will be necessities for those reinsurers that 
want to stake their claim in the bright future ahead.

“In the mid-term, the real 
opportunities for reinsurers 

will be outside property cat, in 
classes where the barriers to 

entry are higher”
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