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Re/Insurers
absorb volatility shocks,

2

provide capital
for the real economy and
support risk prevention.
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How risks are transferred in
insurance and reinsurance

Insured risks

Source: "The essential guide to reinsurance," Swiss Re
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The reinsurance industry absorbs shocks…

1Based on Holborn, 2009 catastrophe losses

2001: World Trade Centre

47% of the total losses were paid by insurance sector. Reinsurers assumed
50%~60% of insured losses1.

2005: Hurricane Katrina, Rita and Wilma

50% of the total losses were paid by the insurance sector. Reinsurers assumed
35% of insured losses

2010: Earthquake in Chile

27% of the total losses were paid by the insurance sector. Reinsurers assumed
95% of insured losses

2011: Earthquake in New Zealand

80% of the total losses were paid by the insurance sector. Reinsurers assumed
70% of insured losses

2011: Earthquake in Japan

17% of the total losses were paid by the insurance sector. Reinsurers assumed
40% of insured losses
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Financial asset holdings of major
institutional investors

Year-end 2011

Sources

Pension funds – CityUK; Insurers – Swiss Re Economic Research & Consulting; Mutual funds – Investment Company Institute;
Sovereign wealth funds – Sovereign Wealth Funds Institute; Private equity – Deutsche Bank; Hedge funds – Hedge Fund Research, Inc.
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Challenging environment –
not just for insurers

Changing risk landscape,
new risk drivers

Financial markets,
sovereign debt,

Legislative & regulatory
environment

Insurance
industry

Public perceptions of the
value of financial
industries to society

Low interest rates, inflation,
price pressure

Weak growth

Mature markets,
high growth markets
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Requirements for the re/insurance
industry

Re/Insurance
industry

Risk
pooling

Global risk
diversification

Access to
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of capital
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 A spreading global challenge

 Challenge reaching across industry sectors

 Impact on consumers

 Impact on businesses

 Impact on economy

 New drivers of liability claims

8

Liability Dynamics
A global risk with huge economic impact
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Global Liability Dynamics

EU

 Class actions
 Tort cost  USD265 bn per year
 Expanded liability rules
 Excessive compensations
 Unwanted consequences

1

WEF Global Risk Report 2010 on Liability Regimes:
"The spread of US-style liability regimes to other
jurisdictions reduces personal accountability and loss
sharing, and global insurance capacity, undermining
investment and growth."

2

 Most global trends affect liability
insurance
 "Collective Redress" high on the EU

political agenda
 Higher pressure on corporates
 Private litigation funding emerging
 Rising litigation costs
 Impact on insurance supply and cost

3
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Global Developments
Causing growing liability exposures

Societal / political

 Growing distrust of big businesses,
increased willingness to seek comp.

 Increased regulation with a public
protection emphasis

Economic

 Reduced Government ability to
fund Health/Welfare programs

 Economic crises produce new
liability problems

Legal

 Expansion of legal base for
liability claims: strict liability,
more liable parties, higher comp.

 Legislative initiatives to  develop
new theories  of liability

Technological

 Scientific progress, new products
generate emerging risks

 Examples: Nanotechnology, EMF,
GMO, chemical substances, etc

Environmental

 New liability claims from
environmental developments

 Examples: climate change, air
pollution, biodiversity loss

Collective
redress

in Europe
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Liability Dynamics
Impact on economy
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Source
Tillinghast-Towers Perrin, “U.S. Tort Costs", 2005 (Europe/Japan) and 2011 (US) updates
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1. Globalisation of the world economy is driving a dynamic spread of increasing
liability risks and related tort costs.

2. Innovation and progress require risk-taking. But despite huge globalisation gains,
our societies grow more and more risk-averse.

3. Funds needed to cover potentially huge liability claims cannot be put to productive
use elsewhere. Excessive liability strangles incentives for growth.

4. Missed target: Consumer impact turns negative when liability risks and costs of
tort system become excessive.

5. Excessive liability may result in a diminished offer of private risk-transfer
solutions. This is not in the interest of governments, taxpayers and consumers.

6. Policymakers, legislators, public authorities & NGOs need to understand the
potential for unintended consequences arising from liability systems.

7. A balanced approach to collective redress can unlock resources urgently needed
for economic growth. It can create win-win situations for all stakeholders.

12

Conclusions



Thank you
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Legal Notice

©2013 Swiss Re. All rights reserved. You are not permitted to create any
modifications or derivatives of this presentation or to use it for commercial or
other public purposes without the prior written permission of Swiss Re.

Although all 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 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 and/or consequential loss
relating to this presentation.
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