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New issuance in 2007 
exceeded that of 2006 by 
50%.  It is anticipated that 
2008 will be another year of 
solid growth.  Total non-life 
bonds outstanding are 
approximately USD 15 billion

Total ILS new issuance 
continued the growth trend.  
Life and non-life sectors 
exceeded 2006 new issue 
levels.  Total bonds 
outstanding exceed USD 37 
billion

Total ILS outstanding, by year

Total non-life bonds outstanding, by year

Since 1997, approximately 
$60 billion in worldwide 
insurance and reinsurance 
capacity has been created 
through the issuance of ILS, 
with much of the issuance 
linked to both natural 
catastrophe perils as well 
as life risks.
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Potential Growth Rate: 
A Case for Creation of a Substantial Market

The compound annual 
growth rate from 1997 
– 2007 is approximately 
40.80%.

(1) Actual historical compound annual growth rate (1997-2007)
(2) Projected outstanding using 66% of actual historical compound annual growth rate
(3) Projected outstanding using 75% of actual historical compound annual growth rate
(4) Projected outstanding using actual historical compound annual growth rate
As of March 25, 2008
Source: Swiss Re Capital Markets

CAGR Amount
Outstanding
2016

40.80% 710B

28.00% 350B

23.00% 250B
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15 USD billion 
outstanding

As of March 25, 2008
Source: Swiss Re Capital Markets

Total ILS capacity 
provided directly by 
the capital markets in 
varying formats is 
estimated to be 
around $60 billion, of 
which approximately 
$25 billion 
represents natural 
catastrophe risk.

Swiss Re Capital 
Markets is active in 
most sectors of the 
market.

Non-traditional 
Investors

Traditional 
Fixed Income 
Investment 

Grade 
Investors

New Perils?

Non - life Life

Credit and 
Motor 

Insurance

Quota Share/ 
Side Car 
Vehicles

Club Deals

Collateralized 
Insurance, 

Futures, and 
ILWS

Surplus Relief 
e.g. Reg XXX

Embedded 
Value

Life Cat

25 to 30   
USD billion

Life 
Settlements

30 to 35
USD billion

Cat Bonds

ILS Market: Market Segmentation and 
Size
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Significant Increase in Market Depth
and Breadth

# of sponsors securitized# investors outside of 
(re)insurance

max risk passed through one bond# of risks securitized
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Euro Wind 4% ($1,943mm)

Risks Securitized Since 1997

As of March 25, 2008
Source: Swiss Re Capital Markets

Embedded Value 20% ($9,320mm)

Multiperil 17% ($8,206mm)

XXX 19% ($8,880mm)

US Wind 13% ($5,970mm)

Other – Life 6% ($2,617mm)

CA EQ 7% ($3,208mm)

JA EQ 3% ($1,229mm)

Extreme Mortality 5% ($2,159mm)

Auto 2% ($847mm)

New Madrid <1% ($226mm)

Mexico EQ <1% ($190mm)

Taiwan EQ <1% ($100mm)

Industrial Accident 1% ($405mm)

Pacific NW EQ 1% ($600mm)

Credit Reinsurance <1% ($305mm)

JA Typhoon 1% ($400mm)

Event Cancellation <1% ($256mm)

AXXX 1% ($590mm)

Trigger Breakdown 1997-2008

Indemnity 
28%

Industry Index 
26% 

Parametric Index 
24%

Modeled Loss 
13% 

Pure Parametric 
9% 
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Current Market Environment

First Perils Securitized

As of March 25, 2008
Source: Swiss Re Capital Markets

The sector 
continues to bring 
innovative 
transactions to the 
market by bringing 
new perils.  In all, 
31 perils have 
been securitized 
with more new 
perils expected.
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Current Market Environment

New Sponsors

The sector has 
shown constant 
growth with new 
sponsor coming to 
the market every 
year.  To date, 
Nearly 50 
sponsors have 
come to market.

Source: Swiss Re Capital Markets

New sponsors by type and year
between 1 Jan ‘97 and 31 Dec ‘07
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Relative Comparison of BB Rate Cat Bond Performance
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SRBBTRR Index Lehman BB High Yield Corporate

BB Performance from 1 January 2005 – 1 March 2008

Cat Bond and Corporate BB Returns

31.33% Total Return

16.09% Total 
Return

“SRBB Cat Bond Index”, calculated by Swiss Re Capital Markets, is an equally-weighted basket of nat cat BB-rated cat bonds traded by Swiss Re Capital 
Markets, calculated on a weekly basis; past performance is no guarantee of future results
Underlying data for Lehman BB Index provided by Lehman Brothers
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Snapshot: peak peril spreads tightened 

*US Wind notes adjusted for seasonality, not adjusted for volatility. 
**As of 11/02/07

Peril – Date
Issuance spread  
(bps)

31 Dec ’07 
spread*

Spread tightening 
(from issuance)

US Wind – June ’06 7.00% 5.18% -23%

US Wind – November ’06 6.75% 5.14% -27%

US Wind – November ’06 9.00% 6.39% -29%

CA EQ – June ’06 7.25% 5.06% -30%

CA EQ – December ‘06 6.75% 5.03%** -26%

Secondary market spreads for selected Cat Bonds*

Sp
re

ad
 o

ve
r L

IB
O

R
 

4.00%
4.50%
5.00%
5.50%
6.00%
6.50%
7.00%
7.50%
8.00%
8.50%
9.00%

12
/3

1/
20

06

1/
14

/2
00

7

1/
28

/2
00

7

2/
11

/2
00

7

2/
25

/2
00

7

3/
11

/2
00

7

3/
25

/2
00

7

4/
8/

20
07

4/
22

/2
00

7

5/
6/

20
07

5/
20

/2
00

7

6/
3/

20
07

6/
17

/2
00

7

7/
1/

20
07

7/
15

/2
00

7

7/
29

/2
00

7

8/
12

/2
00

7

8/
26

/2
00

7

9/
9/

20
07

9/
23

/2
00

7

10
/7

/2
00

7

10
/2

1/
20

07

11
/4

/2
00

7

11
/1

8/
20

07

12
/2

/2
00

7

12
/1

6/
20

07

12
/3

0/
20

07

US Wind – Nov ‘06 US Wind – Nov ‘06 US Wind – Jun ‘06
CA EQ – Jun ‘06 CA EQ – Dec ‘06



Swiss Re Capital Markets
Proprietary & Exclusive 
Page 11

Swiss Re traded nearly $1 billion from 1 January 2008 – 25 March, 2008*

Swiss Re Life and Nat Cat Bond 
Secondary Trading – 2008  

Source: Swiss Re Capital Markets
* Both Life and Nat Cat represented

Spread over LIBOR
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Life and Non-Life Sponsor Locations 
Since 1997

As of March 25, 2008
Source: Swiss Re Capital Markets
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Drivers of Change in ILS - France

The European Reinsurance Directive covers explicitly the possibility to 
implement securitisation vehicles to transfer insurance risk to the capital 
markets

– The Directive leaves each Member State to regulate for its territory: 

- The establishment of the insurance securitisation vehicles, and

- The capital benefit for insurers transferring risk to insurance 
securitisation vehicles

The asset securitisation law in France has been facilitating the growth of the 
use of securitisation by financial institutions and supported the access to a 
large capital base for the banking sector

The French legislator and regulators are currently working at upgrading the 
French securitisation law to include the possibility of transferring insurance risk 
to the capital markets within a clear and simple framework

– Swiss Re expects such framework to further stimulate the French insurers 
which are already active in the ILS space to use the capital markets for 
risk transfer and capital management needs

– Most impact will be seen for solvency capital management motivated 
transactions such as life and motor securitisations 
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Contact Details

Swiss Re Capital Markets Corporation
55 East 52nd Street
New York, NY 10055
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