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TMR CEO Stephan Ruoff is not one to 
shirk a challenge. 

A chemical engineer by profession, the 
executive considered a career running 
isolated oil or gas rigs in the North Sea 
before choosing the perhaps materially 
more comfortable world of reinsurance 
instead. 

His love of mountaineering and skiing too 
mark him out as someone who does not 
pale at the prospect of a hard slog. 

This, perhaps, is why Ruoff considers the 
expansive development of TMR over the 
past seven years – and large and complex 
project – as his greatest professional 
achievement. 

Since 2011, Ruoff explained, TMR has 
moved from a “mono-line, mono-location 
reinsurer” to a “client-focused, global 
specialist reinsurer”, which provides cover 
to clients in more than 50 countries via its 
five offices. 

“It’s been a fascinating experience to 
see TMR evolving from what it was in 
2011-12 to what it is today,” Ruoff said, 

adding that although he was proud of his 
personal role in the project, it had been a 
team effort. 

Ruoff’s liking for a challenge will stand 
him in good stead in the reinsurance 
industry, given the continued soft market, 
rising concerns about cyber risk and rapidly 
changing demands from customers. 

As executives gather at the Baden-Baden 
conference, they will no doubt have more 
concrete conversations about 2019 pricing 
than they did at the Monte Carlo Rendez-
Vous in early September. 

After the 2017 run of natural disasters – 
hurricanes Harvey, Irma and Maria and the 

California wildfires – there had been some 
expectation of a rate rise across the board 
at 1 January 2018. Although loss-affected 
accounts achieved increases, there was no 
universal hardening and the momentum 
behind rate increases in property cat had 
slowed by mid-year. 

The early feeling within the underwriting 
community is that the situation will remain 
largely unchanged as we head into 1 
January renewals next year. Ruoff certainly 
expects pricing to continue in the same 
vein. 

“We do see some loss activity in Asia, 
especially in Japan and the US. However, 
Europe has not seen big loss activity so far,” 
he said. 

“There have been a few small storms, but 
I do not think this will impact the pricing 
very heavily.”

Even where there have been loss events, 
capacity will hold down rates, he said. 

“We are going to see another very 
competitive renewal season in the 
property cat space,” he said. 
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how reinsurers can navigate the ever-evolving market environment

Up for the challenge

CONTINUED ON PAGE 10

BB 2018 Day 2.indb   8 21/10/2018   17:26



10

INTERVIEW

DAY 2: MONDAY

Although reinsurers were recovering 
slowly from 2017, which Ruoff described 
as being among the costliest years for 
natural catastrophe losses on record, and 
despite the fact that “global profitability in 
reinsurance is dampened”, the executive 
noted that capital was king when it came to 
pricing. 

“We have a larger supply of capital than 
demand out there, which leads to a certain 
competitiveness and pressure on prices,” he 
noted. 

That said, Ruoff said that in Europe in the 
last two years, renewals had been handled 
“responsibly”, and for that reason he did 
not believe 1 January would involve “huge 
drops or unreasonable increases”.

Pricing aside, Ruoff believed that the 
individual needs of cedants’ balance 
sheets were a significant driver of buying 
behaviour. 

“Buying behaviours changed quite 
significantly in the mid-2000s, over a 
number of years, including with the 
introduction of Solvency II,” he said. 

“The new regulatory frameworks have led 
to a much higher focus on efficient use of 
capital and on reducing earnings volatility. 

“Reinsurers adapted their offer to these 
specific needs of the balance sheets of 
individual companies,” he said.

Although reinsurers have succeeded in 
adjusting to meet cedants’ needs, there 
remain significant challenges facing the 
industry, Ruoff said – not least carriers’ 
unsustainable operating expenses. 

“Cost efficiency is something that has to 
be addressed in our industry,” he said. 

A key part of that is tackling the 
“cumbersome and high-maintenance” 
fashion in which reinsurers handle 
transactions, he added. 

“It’s not necessarily about cutting cost; it’s 
about refocusing resources to where it adds 
the most value. For instance, our industry 
has been incredibly inefficient in transacting 
business: we do not have data standards, 
nor do we have data-sharing platforms. 

“If we can increase efficiency on the 
transactional side, this frees up resources 
that can be invested in better risk analysis 
and underwriting.”

While he believes reinsurers in all locations 
face a similar expenses challenge, Ruoff 
added that Zurich, where he is based, is “a 
relatively expensive platform to operate 
from”. 

That said, he added Zurich has other 
advantages. 

“It has a stable political and regulatory 
framework, it is well located from a 
geographic perspective from the middle of 
Europe, it has full Solvency II equivalence, 
and there will not be any Brexit issues in the 
short term,” Ruoff said. 

“I think there is a place for Zurich for the 
industry and it will continue to have its 
place.” 

Another challenge facing reinsurers, as 
well as primary insurers, is ever-growing 
levels of cyber risk, Ruoff said. 

While offering cyber cover as a “bespoke 
product, covering a specific need of 
protection” is an opportunity for the 
industry, and one that provides potential 
for huge growth, “silent cyber” presents 
extensive risks, Ruoff said.

“If it’s sold as a bespoke product, covering 
a specific need of protection, I think it’s 
a risk we can manage as an industry and 
one we should manage. It also offers an 
opportunity for growth,” he explained. 

However, silent cyber – the cyber exposure 
inherent in policies covering other risks – is 
an unknown quantity that the industry must 
get a handle on. 

“Our industry is not doing a good job on 
silent cyber,” said Ruoff. 

“We still do not understand well the 
extent of the exposures covered. We do not 
exclude it from reinsurance treaties through 
proper contract wording. Our industry has 
to do a lot more work in order to get a good 
grip on the exposure.”

Ruoff said the cyber risk inherent in many 
contracts that have not been adequately 
priced in is reminiscent of under-protected 
terror risk before the 11 September attacks 
in 2001.

“[9/11] exposed the full extent of terrorism 
cover,” said Ruoff. 

“Following this event, the industry learnt 
its lesson and adapted contract wording. On 
cyber risk, the sector needs to be smarter 
and adapt the exposures proactively as we 
gain a better understanding of this risk.”

The industry is also at a particular point  
in the cycle making mergers and 
acquisitions attractive for a number of 
reasons. Ruoff believed that the M&A frenzy 
will continue. 

“The M&A landscape we currently see is 
largely driven by three factors: a need for 

diversification, access to new risk pools 
and access to knowledge and intellectual 
property,” said Ruoff. 

He added that parent company 
Tokio Marine Group took the leap into 
diversification through the creation of 
TMR, to “diversify the group’s risk portfolio 
beyond the domestic Japanese market”.

“Tokio Marine had chosen to build first a 
reinsurance company and then also buy a 
Lloyd’s syndicate and finally expand into the 
US market,” Ruoff explained.

“What we see elsewhere is similar with 
Japanese peers following the trend.”

Access to third-party capital is another 
driver of M&A that will go on, Ruoff said. 

“Two of the most recent acquisitions – 
Axa-XL and Markel-Nephila – are certainly 
said to be motivated by accessing capital 
pools that are not necessarily their own 
balance sheets but can work alongside their 
own balance sheet,” said Ruoff. 

“This is a discipline that is emerging more 
and more as a risk management tool and as 
a capital management tool,” he said. 

“Other facets to the diversification aspect 
are geographic diversification, but you also 
have diversification by accessing different 
parts of the value chain, and diversification 
in accessing knowledge.”

On balance, Ruoff believed that M&A was 
a force for good in the industry – with some 
conditions. 

“A healthy global competition will always 
contribute to giving the consumer a better 
product. If that is the outcome, then M&A is 
good,” he said.

“We do not see monopolies emerging, 
but we see a globalising insurance 
and reinsurance world which is kept 
competitive by an influx of third-party 
capital, for example, which will help to 
keep our products competitive for the 
consumers.” 

“Our industry has to do  
a lot more work in order to 
get a good grip on silent 
cyber exposure”
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