
This time is different
Six trends that will determine the future of global non-life reinsurance 
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Market context
• The global non-life reinsurance industry has consistently delivered 

high returns
• As an industry, we tend to overestimate the speed and scale at 

which we change
• Since the financial crisis so-called alternative capital has grown from 

a niche risk transfer mechanism to comprise almost one-fifth of the 
industry’s capital

• The forces of change are stronger than ever
• Profitability is trending down, adding fresh impetus for change. 

There is a polarised debate on the future of global non-life 
reinsurance. Market participants have widely differing views. Some 
believe the traditional reinsurance model must change to survive. 
Others are cynical of disruption and believe the market will evolve 
along its current lines with the same players dominating for many 
years to come. 

Why now? Scope of the research

Key question
In this report Deloitte’s leading reinsurance specialists have focussed 
on developing a deeper understanding of:

Q. Which trends will most likely shape the industry over the next five 
to ten years?

Which trends will reshape global non-life reinsurance? 

Research process
We interviewed 14 leaders from: 

Reinsurers Alternative 
capital

Brokers Start-ups

We supported this primary research with analysis of market data and 
case studies. We conducted scenario analysis to understand how 
future trends might play out and the implications.
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Our research has six high-level findings 

• Six key trends will be most important to the future of global 
non-life reinsurance

• These trends will affect the industry’s structure and 
economics, the role of reinsurers and how business is 
transacted

• The industry will be two-speed, with innovators and 
followers side-by-side

• Industry-level growth and profitability will remain low by 
historical standards  

• At company level, the gap between top performers and the 
rest will widen

• Pivoting current business models using new technologies will 
underpin success.
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Key trends - overview
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Powerful forces are reshaping the reinsurance industry. The 
most significant over the next ten years will be:

Bundling 
Large reinsurers and brokers will bundle value-added services 

into their core offerings, which will help them to retain clients and 

put pressure on smaller, less-differentiated players. 

New technology
Rapidly-advancing technologies, such as cloud storage, external 

data mining and analytics, will revolutionise the speed and power 

with which risk is identified and analysed.

Alternative capital
Large pools of capital that are 

lower-cost than, and alternative 

to, reinsurers’ balance sheet 

capital will continue to enter 

the market in search of yield 

and returns uncorrelated with 

major asset classes. 

Capital markets structuring 
New structuring techniques 

will enable a wider variety 

of property catastrophe and 

other risks to be packaged 

into investable assets. 
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Structure of the 
industry 

Role of 
reinsurers

Economics of the 
industry

Pivoting to risk transfer 

plus service model

Hollowing out of the 

middle-market

How reinsurance is 
transacted

Rise of automated 

placement

Rise of exchange-based 

secondary markets
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Blurring of the value chain’s boundaries

Ongoing influx of alternative capital

In combination, these forces will manifest in six key trends for 
the reinsurance industry  
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Scenario analysis 



9
Non-existent Widespread

Significantly 
higher than 
today’s level

Today’s level (around 
20% overall capital)

Scenario 
two

Capital-
focused 
change

Scenario 
four

Broad-
based 
change 

Scenario 
one

Evolutionary 
change 
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three

Distribution-
focused 
change
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Extent of technology-enabled risk 
placement and trading 

Disruption most likely

Disruption least likely

We analysed four future scenarios
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Each scenario presents clear opportunities and threats for reinsurers 

Opportunities / threats Select quotes

Scenario 
one

Evolutionary 
change 

Scenario 
two

Capital-
focused 
change

Scenario 
three

Distribution-
focused 
change

Scenario 
four

Broad-
based 
change 

+ Create new markets

+ Develop existing clients

+ Lower costs

― Clients gravitate to full-
service reinsurers

― Low market pricing 

“We are really focused on how to help clients grow 
their business [via] services and solutions…to 

support steering of the portfolio.” Head of 
Casualty Underwriting, global reinsurer

“The thing is, if you look at the 
US there’s tons of risk to go 
after.” Country CEO, global 

reinsurer

+ Lower cost hedging

+ Hybrid earnings models 
(underwriting returns and alt. 
capital fees)

― Competing with alt. capital 
without using it or differentiating 

“Reinsurance retrocession terminology 
may disappear and we’ll instead have 

different levels of hedging.” 
Alternative capital SME

+ Use risk trading to adjust 
risk and capital more 
dynamically

― Investing in technology 
(e.g. risk exchanges) that 
becomes obsolete quickly

“Reinsurers should be adding stuff into the portfolio all the time.
To do that, you need rich metrics that enable you to optimise – looking at 
changes in the risk profile to help you understand if you need other types 

of capital to help you support that.” Alternative capital SME

+ Provide a platform from 
risk to alt. capital 

― Disintermediation by tech 
platforms  

“The approach should be: I’m 
holding risk, where can I source the 
cheapest capital to back that risk 
and how can I access it directly.” 
CEO & Founder, ILS InsurTech 

“You will still need someone to do the 
selection and pricing of risks, the guts 
of reinsurance – but third-party capital 

may pay you for that.”
CFO, Bermudian reinsurer
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Key trends – deep dive
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Market context - the proportion of primary insurance ceded to 
reinsurers has been steadily falling 

9,0%

8,5%

7,6% 7,7%
7,5%

2,7% 2,6% 2,7%
2,5% 2,6%

2014 2015 2016 2017 2018

Non-life Life

-5%

-1%

CAGR

Note: excludes alternative capital. Source: Swiss Re

Global cession rates

“The person who won’t survive is 
the person providing capacity only, 

the last 3-5% on the slip.” 
CFO, Bermudian Reinsurer

Key trend drivers

• Increasing size and capitalisation of 
primary insurers

• Regulations, such as Solvency II, 
driving enhancements in enterprise 
risk management and a more 
selective approach to cessions
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Trend 1 – pivoting to a risk transfer plus service business model

Reinsurers will strengthen their relevance by 
focussing on three key roles

Barriers to change include low penetration, lack of 
data and the threat of disruption

Pivoting unlikely to translate into strong growth, but 
positive for profitability  

Changing role of reinsurers will be positive for large, 
diversified reinsurers

Protecting from earnings 

volatility and risk of ruin

Combination of capacity, 

risk transfer and expertise 

Value-added services

“In the future the 
model will be service 
90% and risk-taking 

or balance sheet 
provision only 10 %.” 
Chairman, Global 

Reinsurer 

Penetration of primary insurance in certain fast-growing 
(e.g. technology business) emerging risk pools is low, 
limiting need for reinsurer support to grow

The product set has not always kept pace with the 
evolution of risk, with reinsures focussing on in-force, not 
new, business

Tech titans have the potential to disrupt reinsurers’ value 
added services (e.g. risk prediction and prevention)

Price to book ratios, January 2019

1,08

1,80

3,97

Reinsurers

Insurers

Brokers

Equity market’s view of 
sector’s low growth 
prospects summarised 
by low PB ratio

Primary insurers

Reinsurers Large players

Capable of offering a 
full suite of products 

and servicesSource: Bloomberg

Roles
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49%

70%

17%

26%34%

4%

Non-life Life

1 to 5 6 to 10 Rest

$13bn - $21bn

$5bn - $7bn

<$4.5bn

2017 gross non-life 
premium written by player

Market context - the global non-life reinsurance market is 
fragmented

Note: based on top 50 reinsurers. 
Source AM Best; Deloitte analysis

Global reinsurance market shares by size of reinsurer, 2017
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Market context – in recent years, the biggest reinsurers have 
defended their profitability more so than smaller rivals 

Note: the big five (non-life) includes Hannover Re, Munich Re, Swiss Re, Berkshire Hathaway and Lloyd’s. Source: Bloomberg; Deloitte analysis 

Return on equity, %
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Trend 2 – hollowing out of the middle market 

Consolidation will continue, with the middle market 
the epicentre of deal-making

Barriers to M&A include risk/cost attached to deals, 
and need to spread exposure 

Consolidation will be positive for profitability, with 
larger players better able to defend margins 

Market dynamics will shift, with the pure-play 
reinsurer model increasingly questioned 

Cheap debt finance

Low reinsurance rates 

Fragmented market

Drivers of M&A

In particular, middle market 
players will need M&A to:

• Grow scale 

• Achieve greater diversification 

• Build a broader service offering

Risk and cost of 
M&A will slow its 

progress by halting 
a number of 

proposed 
transactions 

More fundamentally, 
reinsurers need to 
spread risk among 
multiple parties to 
reduce its 
concentration 

Risk 

-0,91

2,05

0,85
1,39

2,03

2014 2015 2016 2017 2018

Return on equity, Big Five reinsurers minus others, %

Source: Bloomberg; Deloitte analysis 

Reinsurer Broker

• Large players tighten grip on premiums

• Middle market consolidates

• Small players have a role as specialists 
(but are bolt-on acquisition targets)

• Pure-play reinsurance model questioned

Deepen client 
relationships to 

counteract 
increasing power of 

large reinsurers

Market impacts 
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Market context – alternative capital has been steadily 
increasing its share of overall reinsurance capital

Source Aon; Deloitte analysis

Reinsurance capital by source, US$ billion
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2006-18 CAGR 2018 Share

Reinsurer balance sheet 2% 83%

Alternative 16% 17%

“Alternative capital is definitely 
here to stay, despite some 

challenges from recent losses 
creating trapped capital and not 

being able to reload.” 
Head of Casualty 

Underwriting, global 
reinsurer
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Trend 3 – ongoing influx of alternative capital

Growth of alternative capital will have four main 
impacts on the reinsurance market

However, growth will be slowed by pressure on large 
reinsurers to service the balance sheet

Increased profitability for reinsurers that embrace 
alt. cap., but continued pressure on market pricing

The market will see a flatter reinsurance pricing cycle 
and pressure to become more efficient 

New structures / deeper 

reinsurer-investor partnerships 

Investors will allocate more 

capital to non-cat risks

New type of alt. capital 

manager to emerge

Industry will finance risk at 

lower cost

Im
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The approach 
should be: I’m 
holding risk, 
where can I 
source the 

cheapest capital.” 
CEO & Founder, 
ILS InsurTech 

“Some big reinsurers will never go down the route of 
using other people’s capital because they have such 

large equity balance sheets to service. Once you’ve got 
that many shareholders, you are beholden to them and 

it’s really hard to downsize your balance sheet, no 
matter how much equity you buy back.” 

Alternative capital SME

386

188

1993 2018

Property catastrophe reinsurance price index

Source: Guy Carpenter

Lower pricing will drive up the need for efficiency and 
benefit the most efficient reinsurers

A flatter reinsurance cycle will create an environment 
where reinsurers innovate rather than ‘waiting for a big 
hurricane’

A small number of reinsurers will focus on matching risk 
with alternative capital as their main business model
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Market context – due to pricing falling faster than costs, 
customers and suppliers capturing increasing share of value

Note: subset = 19 major reinsurers. Source: Willis Re

Reinsurance subset companies underwriting profitability (ex. nat. cats. and reserve releases)
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32,8%
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32,1%

31,2%

62,3%

61,8%

61,3%

61,4%

61,4%

60,5%

4,7%

5,4%

5,5%

5,5%

6,5%

8,3%

2018

2017

2016

2015

2014

2013

Expense ratio Loss ratio ex. nat. cats. and reserve releases Underwriting profit margin
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Market context – increasing expense and loss ratios have 
equally driven falling underwriting profit margin

Note: subset = 19 major reinsurers. Source: Willis Re

Reinsurance subset companies underwriting profit margin erosion (ex. nat. cats. and reserve releases)

8,3%

4,7%

-1,8%

-1,8%

2013 Expense rato impact Loss ratio impact 2018

3.6 percentage point reduction in underwriting profit margin 
from 2013 – 2018 equally driven by a 1.8 percentage point 

deterioration (increase) in the expense and loss ratios
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Trend 4 – blurring of the value chain’s boundaries 

Incumbents to reshape value chain based on closer 
alignment of client needs vs. competitive advantage 

Barriers to emergence of these value chains include 
broker-reinsurer competition

Emerging value chains to boost profitability Global brokers, full-service reinsurers and 
composites particularly well placed for the future 
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Advice-

led

Efficiency

-led

Service-

led

Reinsurer

Broker

Client 

Global brokers build value chain around primary 
insurers’ need for advice on structuring risk 
transfer programmes 

Composites build highly integrated risk-to-
capital value chain to meet need for lowest cost 
reinsurance capital

Global reinsures build value chain based on 
serving primary insurers’ full range of 
product/service needs via a partnership  

Global brokers and global reinsures both provide similar 
services to insurers (e.g. analytics), inhibiting emergence 
of pure advice-led and pure service-led value chains 

Efficiency-led -
strip out frictional 

costs

Advice-led chain -
combination of highly 

specialised services and 
an asset-light op. model

Service-led chain -
increased client loyalty 
and ancillary income 
from services

Key drivers of emerging value 
chains boosting profitability

“I don’t think the value chain will be decomposed. it’s 
more like the model morphs into a multi-purpose 

company and you will need to be a large, multi-faceted 
business to do that.” 

Country CEO, global reinsurer
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Trend 5 – rise of automated placement 

The market will adopt automated placement 
gradually, focussing on prop. cat. first

Bespoke nature of many reinsurance contracts and 
lack of trust in automation are barriers to adoption

Automated placement likely to lower acquisition 
costs, with savings passed to reinsurers initially  

If automated placement gains traction, implication 
for reinsurers is nuanced 

Case study - Tremor matches 
risk with capital by enabling 

carriers to post their reinsurance 
orders on a two-sided platform, 
which are then matched with 
bids from capital providers. 

New technologies

InsurTechs launching 

in this space

Market modernisation 

initiatives 
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rs “A number of players, especially [those involved in] 

certain reinsurance deals like capital solutions, are not 
interested in total transparency and will stay with 

bespoke solutions. I doubt that there is enough trust to 
deal via a platform, although natural catastrophe risk 

would potentially be applicable.” 
Chairman, global reinsurer

Acquisition 
cost can 
represent 
more than a 
fifth of GWPG

ro
s
s
 w

ri
tt

e
n
 

p
re

m
iu

m
 

Short term – savings passed 
to reinsurers to incentivise 
participation 

Long term – savings passed 
to insurers and retained by 
platform if it gains power over 
distribution 

20%

80%

Access to risk would widen for reinsurers participating on 
automated distribution platforms and in traditional channels

Disintermediation threat if automated placement is used 
to split risk into small tranches and auction them to the 
most appropriate sources of capital (based on risk appetite 
and cost)
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Trend 6 – rise of exchange-based secondary markets

Electronic exchanges to drive secondary markets Barriers to growth of include challenging valuation of 
securities currently 

At market-level, secondary markets to drive lower 
margins through greater price transparency 

Lloyd’s standardised products potentially an 
advantage for adopting electronic exchanges 

More dynamic risk and 

capital management

Increased liquidity for 

ILS

Greater supply of 

capital for nat. cats.P
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Case study - In 2016, Tiger 
Risk, a cat. reinsurance broker, 
successfully transacted what is 

believed to be the first ever 
electronic secondary 
reinsurance trade. 

“Valuation is one of the key issues that has held back the 
ILS market. It makes it hard to do anything dynamic or 

quick with an instrument when you have manual, 
actuarial valuation.” Alternative capital SME

Market impact - rise of secondary markets would 
suggest greater price transparency and liquidity and, 
therefore, lower margins 

Reinsurer impact – for reinsurers that use secondary 
markets to optimise their risk and capital more 
dynamically, margins would increase. 

• Retrocession to face a competing 
form of lower-cost hedging

• New types of investor to focus on 
trading, not holding risk

• Increased price transparency an 
advantage for those players with 
edge in underwriting

Standardised products 
(e.g. in Lloyd’s 
subscription market) 
potentially easiest to 
develop into tradable 
risk units 
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Conclusion
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Conclusion 

The future of the global non-life reinsurance industry has never been 
more in doubt. For the first time, reinsurers are faced with an urgent 
need to reverse declining profitability and the convergence of multiple 
powerful forces capable of driving change. In this research, we have 
identified and dissected six trends that will determine the industry’s 
future. Yet, at the same time, the reinsurance industry will likely 
remain a difficult one to disrupt. The future of global non-life 
reinsurance is therefore not about disruption, nor is it about evolution: 
it is about adapting faster.
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