
BERMUDA INSURERS TREAD WARILY… As the sun shines, why do insurers in Bermuda
seem to sense they’re on thin ice?  See page 1
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Fifteen minutes of fame is all that most of us can 

expect. IPCRe is proudly celebrating 15 years of being 

famously focused on property catastrophe excess  

of loss reinsurance. Our clients appreciate specialist 

advice, common-sense solutions, and exceptional 

service. We appreciate their business, and we work 

hard to deserve it. In our business, that’s the art.

IPCRe. 15 years of appreciation.

www.ipcre.bm  t: +1 441 298-5100  f: +1 441 292-8085  e: info@ipcre.bm
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“Although XL is steadily nav-
igating through some ex -
tremely difficult global credit
market conditions, which is
reflected in our lower invest-
ment performance relative to
the outstanding results in the
prior year quarter, we have
still achieved another solid
performance from our In -
surance, Reinsurance and Life operations.”

— XL Capital Chairman Brian O’Hara

“The world economy and the
US economy benefits enor-
mously from the expertise
that has been gathered here in
Bermuda and the effective-
ness of the industry here. So
efforts by the US or others to
limit the effectiveness of that
market are self-defeating in
the long run.”

— XL Capital CEO Mike McGavick

“We expect that the extreme competitive chal-
lenges across all product lines will continue to pre-

vail throughout the insurance marketplace. Re -
insurance business we believe will be much more
stable in pricing, terms and conditions throughout
the rest of the year. It is anticipated that the finan-
cial markets will remain difficult.”
— AXIS Capital President & CEO John Charman

“Ariel Re is the fifth reinsurance company I’ve
started from scratch. All the reinsurance companies
I’ve worked for are ones that I’ve started. That
means I’m either a serial entrepreneur or, more
likely, no one in their right mind would hire me.”

— Ariel Re Chairman & CEO Don Kramer
accepting his Lifetime Achievement award

from the Bermuda Insurance Institute

“Unfortunately, John can’t be here tonight as he is
attending his son’s 21st birth-
day party in Las Vegas where,
contrary to opinion, he did
not learn his underwriting
skills.”

— AXIS chairman Michael
Butt apologises for his CEO
and friend John Charman’s

absence from the BIS
awards banquet
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B
ermuda’s property/casualty
insurers may be in good shape
— but rating agency A M Best

has forecast long-term falls in
earnings and profit margins.

In a special report, Bermuda
Insurers Carry Strength into a
Softening Market, Best says
although the Bermuda companies
have bounced back from two years
of unprecedented hurricane losses
to post strong results in 2006 and
2007 ensuring that “Bermuda is
clearly as prominent as any market
in the world”, industry fundamen-
tals are expected to continue to
deteriorate.

“The overwhelming conclusion
is that the majority of carriers on
the island are financially strong,
benefiting from record earnings
produced by the fundamental

quality of underwriting opera-
tions,” says the report. “As can be
expected, balance sheets with few
exceptions are in the best shape in
years.”

But it warns that profit margins
will continue to deteriorate barring
any industry-changing event.

The report notes that first-
quarter results indicate an accept-
able rate of return can be expected
for this year, albeit at lower mar-
gins than those reported in the
past two years. In previous soft
cycles, Best said companies under
pressure to deploy their capital
have been tempted to go after
underpriced business but believes
Bermuda companies were deter-
mined not to repeat the lack of
underwriting discipline that exac-
erbated soft markets in the past.

“As the July renewal season
looms, insurers in Bermuda seem
to sense they’re on thin ice, and
none wants to be the one to break
it,” says the report.

Best notes that trends include
active share repurchase pro-
grammes and increases in dividend
payments, and expects increased
mergers and acquisitions activity in
the coming months.

“The Island’s interest in US
excess and surplus lines specialty
markets continues unabated as car-
riers such as Max Re, Montpelier
Re and Endurance have set up
domestic [US] operations.
Another major trend is Bermuda
companies entering Lloyd’s mar-
kets through the formation of a
Lloyd’s syndicate such as Aspen or
Montpelier Re, or through trans-
actions such as Ariel Holdings and

Validus Holdings acquiring
Atrium and Talbot respectively.”

Best reported that although the
sub-prime mortgage crisis had
caused some Bermuda carriers to
make write-downs, it had not so
far impacted operating results. The
report says, though, that Best
expects redundancies to be largely
exhausted through 2009.

ACE and XL Capital remain
the biggest players in the market
with non-life net premiums of
$11.6 billion and $6.3 billion
respectively.

A M Best maintains a stable
ratings outlook on the Bermuda
reinsurance/insurance sector.

THE QUOTES OF THE QUARTER
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Best says Bermuda’s in ‘good shape’
COMPANIES POST STRONG RESULTS, BUT REPORT WARNS OF EXPECTED FALL IN PROFIT MARGINS

‘Balance sheets
are in the best
shape in years’

[ 1 ]

Bermuda-based Renaissance Re Holdings Ltd is to buy out Agro
National, a premier managing general underwriter of crop insurance.
Terms have not been disclosed. Agro National will become part of the
Glencoe Group which conducts the Individual Risk business of
Renaissance Re. Glencoe Group is a leading writer of programme
business through admitted and non-admitted carriers.

RENRE BUYS OUT AGRO NATIONAL
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NEWS REVIEW

S
oft market? What soft market?
According to latest statistics
compiled by the Bermuda

Monetary Authority, the Island’s
insurance market continues to
show strong signs of growth with
increased premiums and a larger
capital base.

Although the number of new
reinsurers formed in 2007 was
down slightly, 71 against 82 in
2006, the Bermuda market wrote
$115.8 billion in gross written pre-
miums in 2006, the last year for
which statistics are available - up
15% from the previous year - and
total assets increased 33% to
$440.4 billion. Of these amounts
captives accounted for $72 billion
in total assets and almost $22 bil-
lion in gross premiums written.

The BMA said the decline in the
number of new companies “reflected

the generally softer market condi-
tions globally.” It added, “In such
conditions companies typically are
able to purchase reinsurance cover-
age at competitive rates in the tradi-
tional commercial markets.”

The majority of the new
Bermuda market entrants for 2007
were once again Class 3 insurers
with just two new Class 4 compa-
nies, reflecting the general inactivi-
ty in the property and casualty mar-
ket and the relative lack of major
catastrophic events during the year,
resulting in the likely record prof-
itability of existing insurers and a
sufficiency of global capital in the
property/casualty sector.

“We were very pleased to see
that the tradition of quality busi-
ness coming to Bermuda was
maintained with the companies
that were successfully established
here during the year,” said Jeremy
Cox, Deputy CEO of the BMA.

“The high quality of the spon-
sors behind the companies, in
addition to the continued increases
in premium volume written that
we have been recording over the
years, indicates that market confi-
dence in Bermuda as a leading
centre for international insurance
and reinsurance remains strong.
There is also a continued apprecia-
tion among those who participate

in this market of Bermuda’s effec-
tive, practical regulatory environ-
ment.”

He said the BMA had contin-
ued to place emphasis on enhanc-
ing its regulatory standards and
operational capability during the
year to maintain effective regula-
tion of Bermuda’s growing market.

“Key areas of supervision such as
our on-site programmes and risk-
based capital adequacy regime are
being expanded and refined,” said
Cox. “Overall, we are steadily
enhancing the depth of technical
skills and resources that we have
within the Authority, as well as
building on our existing compliance
with international standards in
terms of our regulatory framework.”

Further enhancement of the
Authority’s operational capability
remains a key objective.

Bermuda market still booming
BMA SAYS DECLINE IN NEW COMPANIES DUE TO SOFTER MARKET CONDITIONS GLOBALLY
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OBM International
Woodbourne Hall
1 Gorham Road 
Hamilton HM08
Bermuda

T 441 295 5137
E obmbda@obmi.com 
www.OBMI.com

Experts in offshore environments.

Antigua • Bath, UK • Bermuda • British Virgin Islands • Cayman Islands • Madrid • Miami • Trinidad & Tobago • Turks & Caicos Islands

‘Market confidence in Bermuda as a
leading centre for international insurance
and reinsurance remains strong’
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