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Stock Market Last 5 Years
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Unprecedented Uncertainty
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Unprecedented Uncertainty
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Source:  Continuum Global Asset Management Marketing Commentary by Manu Walia, May 2010
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Unprecedented Uncertainty
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Healthcare

Reform
Unfunded 
Pensions
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Shift
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The Age Wave
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Unprecedented Uncertainty
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Unprecedented Uncertainty
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Source:  Reported from Wall Street Journal



The Global Reinsurance Market

Presentation for 2011 Annual M.U.D. Meeting]  |  January 24, 2011
11



Proprietary and Confidential  | © General Re Life Corporation

The History of Reinsurance

1370

ÅFirst recorded 
reinsurance 
contract covered 
Marine Voyage 
from Genoa to 
Harbor of Bruges

1688

ÅEdward Lloyd 
Coffee House 
Established

1820

ÅFirst Automatic 
Reinsurance 
Treaties covering 
fire risks in 
Germany, primarily 
written by Direct 
writing companies
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~1844

ÅThe first life 
reinsurance 
coverage offered 
in England

1846

ÅCologne 
Reinsurance was 
the first 
independent 
reinsurance 
company

Source:  The Origin and Development of Reinsurance; Casualty Actuarial Society
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The Global Reinsurance Market

0

5000

10000

15000

20000

25000

30000

35000
Life

Non Life 

Presentation for 2011 Annual M.U.D. Meeting]  |  January 24, 2011
13

Top 10 Major Reinsurance Groups Worldwide 

by 2009 Net Premium Written

Source:  Excerpted from A.M. Bestôs Special Report, Healthy Earnings Mask Looming Challenges from Global Reinsurers, Sept. 6,2010
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The Global Reinsurance Market
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Source:  Excerpted from A.M. Bestôs Special Report, Healthy Earnings Mask Looming Challenges from Global Reinsurers, Sept. 6,2010

Top 10 Major Reinsurance Groups Worldwide 

by 2009 Adjusted Shareholders Funds
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Gen Re Is Similar to Other Global Reinsurers
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Gen Re Is Similar to Other Global Reinsurers

ÅLife & Health Reinsurance

ÅProperty & Casualty Reinsurance
Primary

London Market

Direct  Companies
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Gen Re is Similar to Other Global Reinsurers
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Life 
Health
46%

Casualty
22%

Property
32%

Premium Diversification by Products

Based on 2009 Net Premium Written
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Gen Re is Similar to Other Global Reinsurers
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Premium Diversification by Geography

Based on 2009 Life & Health Net Premium Written
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A Comparison 

Risk Assessment

Risk Events

News
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Underwriting Focused & Disciplined Focused & Disciplined



Reinsurance ïA Buyers Perspective
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2009 2011

Financial Value 7.9 8.1

Financial Security 8.0 8.0

Strong Client Orientation 7.7 7.7

Timely Service 7.5 7.4

Medical / Underwriting Capabilities 7.7 7.2

Leading Expertise & Market Knowledge 7.0 7.1

Strong Claims Handling Ability 6.5 6.3

Leading Actuarial Product Development Expertise 6.7 6.1

High Quality Risk Management Service 5.9 6.0

Effective Training Courses and Seminars 5.5 5.4
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Source:  2009 & 2011 Flaspöhler Research Group Life Report

© 2009 - 2011 Flaspöhler Research Group.  All rights reserved.

Flaspöhler Survey - Factor Importance Ratings
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Flaspöhler Survey - Factor Importance Ratings

Europe United States

Financial Value 7.7 8.1

Financial Security 7.6 8.0

Strong Client Orientation 7.7 7.7

Timely Service 7.3 7.4

Medical / Underwriting Capabilities 7.0 7.2

Leading Expertise & Market Knowledge 7.3 7.1

Strong Claims Handling Ability 6.2 6.3

Leading Actuarial Product Development Expertise 6.8 6.1

High Quality Risk Management Service 5.9 6.0

Effective Training Courses and Seminars N/A 5.4
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Source:  2011 Flaspöhler Research Group US & 2010 European Life Report

© 2009 - 2011 Flaspöhler Research Group.  All rights reserved.

Europe United States
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NMG Surveys - Reinsurance Buyer Values by 

Global Market

Rationale for Buying 

Insurance

Life Reinsurance Market Access to Reinsurance 

Services

Europe (excluding UK) 72%

Asia 42%

United States 40%
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Source:  NMG Presentation at 2010 Manulife Approach Seminar

Leading Factor

Lowest Price

5%

11%

27%
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Flaspöhler Survey - Reinsurance Buyer Values

> When you buy reinsurance, which of the following is the ñSingle 

Most " important item?

Presentation for 2011 Annual M.U.D. Meeting]  |  January 24, 2011
24

United States

Pricing 57%

Services 20%

Relationship 11%

Financial Security 9%

Other 3%

Europe

Relationship 49%

Financial Security 26%

Pricing 18%

Services 7%

Other 2%

Source: Flaspöhler Report 2011; 2006

© 2009 - 2011 Flaspöhler Research Group.  All rights reserved.
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Market Update SOA Life Reinsurance Survey
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25

Ordinary Recurring Reinsurance Assumed

SOURCE: SOA / Munich Survey April 2010

USD Billions
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Growth

Profitability

Risk Management

(Re)Insurers 2011 Issues (& Lessons 

Learned From Recent Events)
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Lessons We Can Learn
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Life and Health (Re)Insurers have repeated many 

mistakes

In Good Times:

ÅToo much trust

ÅSuspended suspicions

ÅPressure for growth

ÅWishful thinking  

ÅLax risk management

ÅAggressive structures / pricing
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Growth
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Growth (Or Lack There Of)

Life Insurance Sales -16%1 +6%3
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1. Source: LIMRAôs U.S. Individual Life Insurance Sales Summary Report by Annualized premiums as of  Fourth Quarter 2009. 

2. 2009 SOA  Munich Survey

3. Source: LIMRAôs U.S. Individual Life Insurance Sales Summary Report by Annualized premiums as of Third Quarter 2010. 

4. Gen Re Estimate

Reinsurance -9%2 -5% to -10%4

2009 2010
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Growth Key Factors
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44% of U.S. households have individual life 

insurance

On average replaces 3.5 years of income:
Å9/11 Compensation Fund compensated victims based on

16 times income

58 million households believe they do not have 

enough life insurance 

Combination Products

ÅLife, Disability, Long Term Care

Source:  LIMRAôs 2010 Life Insurance Ownership Study



Proprietary and Confidential  | © General Re Life Corporation

By ERIK HOLM And ANNE TERGESEN

MetLife Inc. said it will halt sales of long-term-care insurance, a type of coverage that repeatedly has flummoxed insurers 

and forced some to pay significantly more in claims than they expected.

MetLife is among the bigger sellers of the coverage, with about 600,000 policyholders, or about 8%, among the eight 

million who have long-term-care insurance in the U.S., according to the company and an industry trade association. 

MetLife joins a parade of insurers that have exited the business rather than try to fight for customers in the small market. 

Many life insurers, having suffered losses in the financial crisis, have been rethinking product lines from long-term care to 

retirement offerings to reduce their exposure to volatile markets. 

In addition, they said, customers have held on to the policies at a rate many insurers didn't expect. Those lower lapse 

rates in the first years of the policy translate into more people filing claims years later.

"In any environment, it's expensive for the companies that sell it, and it has tremendous future risks associated with it," 

he said. "The current economic situation makes this an especially difficult business right now." 

Allianz SE and Minnesota Life Insurance Co., a subsidiary of Securian Financial Group Inc., are among the companies 

that halted sales of long-term-care insurance in the last two years. Cutting off new sales doesn't affect existing customers 

as long as they keep paying premiums.

Policies sold years ago still are creating problems for some companies. CNO Financial Group Inc., formerly Conseco 

Inc., spun off a long-term-care company with more than 140,000 customers to an independent trust in 2008 to cap its 

losses after plowing more than $1 billion into the unit that sold the policies.

Though Broker World magazine ranked MetLife fourth in U.S. sales of individual long-term-cae policies in 2009, the 

coverage has never been a major part of its business. Its 600,000 customers with the policies are a fraction of its 90 

million customers overall. It began the coverage in 1986. 

Its $36 million in sales last year were dwarfed by perennial industry leaders John Hancock Financial, at $116 million, and 

Genworth Financial Inc., at $108 million, according to Broker World. John Hancock recently said it would ask state 

regulators for an average 40% increase for about 850,000 of its 1.1 million long-term-care policyholders. The insurer, a 

unit of Manulife Financial Corp., also suspended sales of new long-term-care plans to employer-benefits programs.
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FRIDAY, NOVEMBER 12, 2010 ïVOL..

MetLife joins a parade of insurers that have exited the business rather than try 

to fight for customers in the small market. 

ñIn any environment, itôs expensive for the companies that sell it, and it has 

tremendous future risks associated with itò he said.  ñThe current economic 

situation makes this an especially difficult business right nowò.

http://online.wsj.com/search/term.html?KEYWORDS=ERIK+HOLM&bylinesearch=true
http://online.wsj.com/search/term.html?KEYWORDS=ANNE+TERGESEN&bylinesearch=true
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=MET
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=CNO
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=GNW
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=MFC
http://online.wsj.com/home-page
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Lessons We Can Learn
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Long Term Care

Pressure for Growth

Historically Lax Underwriting / 

Risk Management / Policy Design

Specific Lessons for Life (Re)Insurers from Recent Events

Historically Aggressive pricing 

with regard to lapse and interest 

rates



Proprietary and Confidential  | © General Re Life Corporation

Why Not Critical Illness?

Combination Products
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Global Market - 1983 ïPresent

34
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Long Term Care vs. Critical Illness
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LTC CI

Product Insures Behavior Insures Event

Pricing Incidence, Severity, & 

Durational factors 

Incidence 

Rate Management Protected Class No Known Issues

Regulatory Issues Too Numerous To 

Count

No Special Issues

Claims Management Highly Subjective Objective
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Profitability
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Source:  Inman News; November 2010
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Lessons We Can Learn
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Variable Annuity Guarantees

Lack of product risk diversification

Ignoring the extreme tail risk

Specific Lessons for Life (Re)Insurers from Recent Events

Over reliance on models / 

assumptions
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Over Reliance on Models / Assumptions?

>Models are to banks as 

lampposts are to drunks

>They need them for support 

not for illumination

39
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How To Avoid Model Mania
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ñDonôt be Seduced by a Sexy Modelò

If someone canôt explain it in simple terms ïAvoid It

Do Extensive Sensitivity or Stress Testing

Maintain a Qualitative as well as a Quantitative 

Framework to Measure and Manage Risk

Identify a Modelôs Vulnerabilities and Weaknesses

Audit Data Quality and Completeness



Proprietary and Confidential  | © General Re Life Corporation

Risk Management

Presentation for 2011 Annual M.U.D. Meeting]  |  January 24, 2011
41



Proprietary and Confidential  | © General Re Life Corporation

Elderly Mortality Assumptions: 

Life Insurance vs Life Settlements
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Presentation for 2011 Annual M.U.D. Meeting]  |  January 24, 2011
42

LX=12.0

LX=16.2

LX=15.3

LX=10.5
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FRIDAY, NOVEMBER 18, 2010 ïVOL..

By MARK MAREMONT And LESLIE SCISM

In a closely watched case, New York state's highest court ruled that it is legal for somebody to take out a life-

insurance policy and immediately sell it to a stranger.

The ruling is a blow to insurers and a victory for hedge funds that have bought billions of dollars of such 

policies in recent years, part of a controversial practice in which thousands of people have taken out life 

policies and quickly sold them to investors, who pay the premiums and collect when the insured dies. 

The case, a focus of a page-one article in The Wall Street Journal in June, involves a dispute over $56 million 

in life insurance taken out by the late Arthur Kramer, a Manhattan attorney who died in 2008. Just after taking 

out the policies, Mr. Kramer sold the right to collect on them to hedge funds. 

His widow, Alice, later sued, claiming the transactions were illegal under a state "insurable interest" law, 

which says people can't procure life insurance on someone they aren't close to. Because the law was 

violated, his widow argued, the Kramer estate should instead collect.

The litigation became a three-way fight. The investors argued they were entitled to the proceeds from 

policies they paid for, while two of the insurers contended they shouldn't have to pay anything because the 

policies were illegal from the start. 

In a 5-2 decision, the New York Court of Appeals ruled that the state's laws allow a person to take out an 

insurance policy with the intent of selling it to a stranger. The majority ruled that this didn't violate insurable-

interest laws, which are intended to ban transactions tantamount to wagers on a stranger's life.

The ruling is valid only in New York, but some legal experts predict its influence will be broader. Scores of 

similar disputes over alleged "stranger-originated" life-insurance policies are being litigated across the 

U.S. 

http://online.wsj.com/home-page
http://online.wsj.com/search/term.html?KEYWORDS=MARK+MAREMONT&bylinesearch=true
http://online.wsj.com/search/term.html?KEYWORDS=LESLIE+SCISM&bylinesearch=true
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Lessons We Can Learn
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Specific Lessons for Life Insurers from Recent Events

STOLI

Pressure for  Growth

Lax Risk Management / Fraud

Aggressive Structures / Pricing


