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Summary Record 

 

DAY 1—6 October 

Opening Remarks 

The Roundtable was chaired by the Chair of the OECD Insurance and Private Pensions 
Committee, Mr. Yoshi Kawai who gave opening remarks, noting the importance of reinsurance for 
the insurance sector and the economy more generally due to the ability of the reinsurance sector 

to provide capacity and diversify risks. He 
noted the need for reinsurance markets to 
operate as a global market to function 
effectively while managing the prudential 
risks related to the transfer of risk to 
reinsurers based in other jurisdictions and 
also taking into account local market 
development objectives (particularly in 
emerging markets). On behalf of the OECD, 
he thanked the Government of Japan for the 
financial support that has allowed for the 
organisation of the event and for the 

development of the report, along with the insurance supervisors and companies in the case study 
countries whose input was essential for completing the analysis. He noted that the event was 
originally planned as an in-person conference hosted by India in March 2020 although it was 
delayed by COVID-19.    

Launch of the OECD report 

The purpose of this session was to discuss the main findings of the OECD report on 
Leveraging the Role of Property Catastrophe Reinsurance Markets: The Case of India, 
Indonesia, Myanmar, and the Philippines with senior representatives of the insurance 
supervisors in the case study countries.  

OECD Deputy Secretary General Masamichi Kono began the session by providing some 
context for the development of this report, including an OECD analysis on The Contribution 
of Reinsurance Markets to Managing Catastrophe Risk that found a fairly strong relationship 
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between higher-levels of reinsurance use and 
lower levels of economic disruption after 
catastrophe events (that international 
reinsurance markets are playing the role that they 
should in absorbing losses from catastrophic 
events and diversifying the impacts away from 
the domestic economy). He noted that in a 
number of countries – in Asia and elsewhere 
(including OECD countries), various types of 
limits are placed on access to international 
reinsurance markets to protect domestic insurers 
from counterparty risk but also for domestic policy 
reasons such as local premium retention 
objectives or efforts to support local insurance 
market development. As a result, the OECD 
invited the insurance supervisors in India, 
Indonesia, Myanmar and the Philippines to 
participate in this study examining their 
approaches to the oversight of reinsurance 
placements by domestic insurers.  

The panellists identified some of the most 
important issues that they are facing in terms of natural catastrophe risk and risk transfer to 
reinsurance markets, including (i) high levels of catastrophe exposure; (ii) low levels of 
insurance penetration, due to both a lack of awareness of the need for insurance and limited 
disposable income; (iii) a lack of underwriting and exposure management expertise along 
with limited use of catastrophe models; and (iv) issues related to restrictive terms and 
capacity constraints in reinsurance markets. Some of the panellists identified areas where 
supervisors faced specific challenges, such as in the assessment of reinsurance strategies 
in Own Risk and Solvency Assessments, aggregation and analysis of reinsurance treaty 
and facultative arrangements and approvals for sophisticated products.  

The panellists also discussed the challenges involved in further liberalisation of reinsurance 
placement requirements. The case study countries have taken steps to open both their 
direct insurance and 
reinsurance markets – with 
further measures recently 
implemented (Indonesia) 
or under consideration 
(Philippines). One panellist 
noted the challenges of 
ensuring that direct 
insurance premiums are 
adequate for accessing 
international reinsurance 
coverage. They also 
discussed some of the 
risks of further 
liberalisation in terms of the ability to assess counterparty risk of foreign reinsurers, the 
potential for liquidity risk to emerge in the case of a significant event and the potential loss 
of local underwriting expertise if risks are systematically transferred to foreign reinsurers. 
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One panellist also provided an overview of some of the steps being taken to ensure proper 
diversification of risk by reinsurers that may be heavily exposed to the domestic market. 

The panellists also identified a number of other mechansms for supporting broader 
insurance coverage of catastrophe risk, including the establishment of catastrophe pooling 
arrangements (both for private and public assets) and measures such as regulatory 
sandboxes to encourage the introduction of new innovative products.    

Session 1: Information exchange and regulatory cooperation: some best practices 

This session focused on challenges and good practices in supervisory cooperation and information 
exchange between supervisors of ceding insurers and supervisors of assuming reinsurers as an 
approach to addressing the concerns of the supervisors related of ceding to risk transfer to 
international reinsurance markets.  

In Japan and Chinese Taipei, foreign reinsurers without a local presence play a significant role in 
assuming risk from domestic insurers and access to international reinsurance markets is deemed 
to be critical for managing catastrophe risk. The supervisors in both jurisdictions place 
requirements on cedants in terms of managing the risks related to their reinsurance arrangements 
- consistent with IAIS Insurance Core Principle 13 on Reinsurance and Other Forms of Risk 
Transfer. These include the development of a reinsurance programme that situates reinsurance 
arrangements within the insurer’s risk appetite and risk management framework and related 
internal controls and monitoring. Credit risk attached to reinsurance assets/recoverables are 
incorporated into risk-based capital requirements. In Chinese Taipei, the supervisor has also 
established a minimum credit rating requirement for eligible foreign reinsurers and requires that 
reinsurance assets due from non-eligible foreign reinsurers be deducted from available capital. In 
both jurisdictions, the focus of supervision is on the cedant’s assessment of reinsurance risk, 
including the solvency and claims payment record of assuming reinsurers and the level of 
concentration of reinsurance exposure in each line of business – as well as potential early-warning 
indcators such as suspensions in writing new business or unreasonable claims denials. Neither 
jurisdiction imposes any form of collateral or financial guarantee requirements on reinsurance 
arrangements with reinsurers without a local presence. 
 

The Bermuda Monetary 
Authority (BMA) 
supervises one of the 
largest reinsurance (and 
retrocession) markets in 
the world and the largest 
market for risk transfer to 
capital markets (often 
referred to as alternative 
risk transfer). It is also 
home to numerous captive 
insurers and insurance 
group reinsurers who 
choose to domicile in 
Bermuda in order to 

access the reinsurance and retrocession market. As a result, the BMA is a major supervisors of 
internationally-active reinsurance companies. Supervision of reinsurers should be similar to the 
supervision of insurance companies in terms of ensuring that they have the financial capacity to 
meet their obligations to cedants. The BMA’s supervisory approach is risk-based and comprises 
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the three pillars of quantitative requirements (e.g. levels of capital), risk management and 
governance requirements, and diclosure and transparency requirements. BMA focuses on 
ensuring that reinsurers are sound and have appropriately diversified their exposure with a 
particular emphasis on modelling and analytics and stress testing of catastrophe exposure (the 
BMA publishes regular reports on the modelling practices of supervised reinsurers). The BMA’s 
oversight of reinsurers transferring risk to capital markets is similar to the oversight undertaken on 
“traditional” reinsurers although with some differences based on the fully-funded nature of such 
arrangements. Alternative risk transfer is accounting for an increasing share of reinsurance market 
capacity and could provide an additional source of capacity for cedants in the case study countries.     
 
Reinsurance often takes place between a ceding insurer and an assuming reinsurer located in 
different jurisdictions.There are a number of arrangements that can be implemented to exchange 
information between the supervisor of the assuming reinsurer and the supervisorof the ceding 
insurer. Supervisory colleges offer a mechanism to regularly exchange information between a 
group supervisor and the supervisors of subsidiaries or branches (and potentially other jurisdictions 
with a relevant interest). For larger bilateral relationships, a specific bilateral agreement or 
memorandum of understanding can be put in place to facilitate information exchange and support 
reliance on home supervision (Japan FSA and BMA, for example, have multiple bilateral 
agreements in place while covered agreements have also been implemented between the United 
States (US) and the European Union (EU) and the US and the United Kingdom). In some cases, 
large jurisdictions have established specific frameworks for these types of arrangements, such as 
Solvency II equivalence in the EU, currently enjoyed by Bermuda, Japan and Switzerland, and 
qualified and reciprocal jurisdiction agreements in the US. The IAIS Multilateral Memorandum of 
Understanding (MMoU) provides a critical framework for facilitating information exchange that 
provides assurances on access to relevant information and appropriate use of the information 
exchanged. All of the speakers’ jurisdictions are signatories to the MMoU and exchange 
information regularly under the framework provided by the MMoU.     
 
Supervisors of ceding insurers could benefit from more timely information from some supervisors 
of assuming resinsurers on the financial condition of reinsurers and on any supervisory actions 
taken by the supervisor of the assuming reinsurer. Supervisors of ceding insurers can rely on 
various metrics in the public domain, such as significant governance changes at a reinsurers or 
credit rating reports – although the frequency of updates can limit the value of these sources. In 
Chinese Taipei, a specific concern has been identified related to co-broking arrangements between 
international and domestic brokers which could lead to governance, operational and/or credit risk 
concerns. In addition, supervisors of ceding insurers benefit from assessments by international 
organisations such as the IAIS and OECD on insurance and reinsurance market developments. 
The Government of Japan has provided financial support for the OECD’s work on reinsurance and 
for the annual Insurance and Retirement Savings Roundtable in Asia.   
 
The speakers agreed that open access to international reinsurance markets will be critical for 
managing increasing catastrophe risk and that information exchange between supervisors can play 
a critical role in supporting liberalisation and supervisory reliance. 

DAY 2—7 October 

Session 2: Premium retention and access to international reinsurance markets: finding the 
right balance 

This session focused on the role of domestic reinsurance companies in supporting the 
development of the domestic insurance market. In many countries around the world, insurers are 
encouraged to maximise the use of the domestic reinsurance market through mandatory cession 
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or preferential placement requirements. This approach could have a number of benefits in terms 
of ensuring that capacity is available, building local expertise and investing premium revenues into 
local financial markets. There are also a number of risks inherent in this approach, including the 
concentration of risk in the domestic financial system, a lost opportunity to access capacity, 
knowledge and expertise from international reinsurance markets and the potential for this approach 
to exacerbate hyper-competition in these markets and the charging of inadequate premiums.  
 
In India, GIC Re plays a significant role in providing reinsurance capacity to domestic cedants, 
accounting for approximately 65% of the domestic reinsurance market. Regulations require a 
mandatory cession of 5% of all reinsurance risk transfers to GIC Re and provide GIC Re with a 
right of first refusal on other cessions. The reinsurer has increasing capacity to assume risk from 
domestic insurers – what used to be provided as a cover limit is often now the level of insurer 
deductible. GIC Re was a catalyst in securing coverage from international markets for one of the 
world’s largest crop insurance programmes (approximately USD 4 billion in premium initially) by 
taking on more than half of the risk initially and reducing its share as foreign reinsurers became 
more comfortable with assuming this risk. In cooperation with the foreign reinsurer branches 
established in India, it has also played a critical in addressing premium inadequacy for some risks 
by requiring cedants to collect premiums equivalent to burn cost in order to access reinsurance 
from GIC Re – which has allowed the property insurance market to flourish. 
 
In the Philippines, Nat Re was established to promote the development of a strong local insurance 
industry and retain premiums in the country. It has played a particularly important role in providing 
reinsurance capacity to smaller insurance companies that had difficulty in attracting interest from 
foreign reinsurers due to their small size – although industry consolidation as a result of increasing 

capital requirements has increased 
the average size of insurers and 
reduced the number of companies 
unable to access capacity from 
foreign reinsurers. In response to 
these changes, Nat Re is 
establishing a number of industry 
insurance facilities that will share 
the 10% mandatory cession 
between participating local 
insurers in order to increase 
underwriting capacity, local 
retention and also provide 
participating insurers with a means 

to diversify their portfolio by assuming risk from other local insurers. For insurers in the Philippines, 
given the level of catastrophe exposure, the cost of reinsurance is significant and often 
unaffordable relative to the premiums charged to policyhodlers which leads insurers to select risks 
that they wish to cover and limit coverage in highly-exposed parts of the country. 
 
The placement requirements and preferences in India and the Philippines support local retention 
of premiums and also allow the domestic reinsurers to make a contribution to building local 
knowledge. For example, the 5% mandatory cession in India provides GIC Re with a view of the 
entire market that allows them to provide guidance to domestic insurers.  
 
Both GIC Re and Nat Re face some challenges in terms of diversifying risk given their large 
presence in their home market. GIC Re has international operations and assumes risk from a 
number of countries with low and/or uncorrelated exposure to catastrophe risk (e.g. across Africa, 
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Latin America, Russia and Central Asia). India is also a large country which provides some in-
country diversification. This challenge is more significant for Nat Re as its portfolio is heavily 
concentrated in the Philippines which leads to higher retrocession costs (particularly for Excess-
of-Loss coverage). Nat Re is examining opportunities to establish reciprocal agreements with other 
national reinsurers to transfer risk in order to build a more diversified portfolio and reduce 
retrocession costs - although regulation (particularly minimum credit rating requirements) have 
been an impediment.   
 
Thailand’s experience demonstrates some of the risks involved in concentrating catastrophe 
domestically in a national reinsurer. Thai Re was established by the non-life insurance sector in 
1978 with the aim of increasing  domestic underwriting capacity. The Thai government encouraged 
insurers to participate in a market agreement that provided a quota share cession of 5% of 
premiums to Thai Re. The 2011 floods in Thailand had a significant impact on Thai Re (along with 
other insurers and reinsurers in Thailand and abroad), leading to the partial acquisition of Thai Re 
by a foreign insurance company and a subsequent change in strategy to focus on consulting 
services and the retail market. Since that time, insurers in Thailand have made greater use of 
international reinsurance markets, particularly in the non-life insurance sector (the life insurance 
sector accounts for most of the premiums collected in Thailand and retention rates are very high). 
In some lines of business (such industrial all-risk property insurance coverage), Thai insurers make 
significant use of international reinsurance markets and group reinsurers.     
 
The representatives from GIC Re and Nat Re indicated that the removal of obligatory offers and 
preferences would likely have some impact on their reinsurance market share. In the Philippines, 
subsidiaries of international insurance companies would likely cede premiums directly to parent 
companies or group reinsurers although local companies would likely maintain reinsurance 
arrangements with Nat Re (whose local presence might support an easier resolution of any 
disputes). In India, GIC Re would expect to lose some market share if the order of preference were 
removed (there is an expectation that the obligatory cession that has declined over a number of 
years will be removed). The growing Indian market provides many opportunities for foreign 
reinsurer branches and cross-border reinsurers even with the existing preferential placement 
requirements.   
   
It was noted that countries in the region still faced significant uninsured losses despite 
improvements in the insurance and reinsurance markets – driven by affordability concerns 
(particularly in the agricultural sector0 and limited risk awareness among consumers. As a result, 
many countries in the region are examining approaches to addressing challenges in insurance 
affordability and availability. 
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The 2011 Thai floods led 
to the establishment of a 
Natural Castastrophe 
Insurance Fund (NCIF) to 
respond to the hardening 
insurance and reinsurance 
market that followed the 
event. The NCIF provided 
reinsurance coverage to 
domestic insurers for 
flood, earthquake and 
windstorm damage and 
sought retrocession from 
international markets. The 
NCIF was dissolved in 2015 as the market was once again able to provide coverage and access 
reinsurance without the pool. However, gaps in coverage due a lack of availability and/or 
affordability in some areas has led the Office of the Insurance Commission to examine various 
approaches to addressing these gaps, including a national reinsurer, insurance pool or disaster 
insurance fund. National reinsurers can support the implementation of these types of 
arrangements. Nat Re is working with the local industry on the establishment of a pooling 
arrangement for natural catastrophe risks that would provide reinsurance for these perils to 
domestic insurers (subject to specific underwriting/pricing requirements) and retrocede the pool’s 
risk back to participating insurers with the hope of building a sustainable approach to insuring these 
perils, including in highly-exposed areas of the country. GIC Re also plays a role in administering 
pooling arrangements for some challenging risks (e.g. terrorism) in India and abroad. Pooling risks 
into a diversified portfolio could allow local insurers to access international reinsurance markets at 
a lower cost than if they access the market on their own. Other measures, such as allowance for 
the establishment of catastrophe reserves, could also reduce portfolio volatility and the ultimate 
cost of insurance or reinsurance for the buyer.   

Session 3: Leveraging reinsurance market capacity, knowledge and expertise  

This session discussed the contribution that international reinsurance markets can make in 
providing capacity, knowledge and expertise for the management of catastrophe risks. The 
panellists provided some examples of where reinsurers collaborated with local insurers and 
governments to develop innovative products and discussed some of the implications of regulatory 
requirements that impede open access to international reinsurance markets. 
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The representative from Swiss Re provided some specific examples of where reinsurers have 
helped introduce innovative products and approaches to countries in the region. As a globally-
active reinsurer, Swiss Re can take lessons and experience from oither markets to support 
innovation and the development of local knowledge and can also support regulators’ and 
supervisors’ efforts to develop sophisticated capital and solvency frameworks to enable 
sustainable insurance 
market development. In 
Viet Nam, the company 
worked with local 
insurers and the 
Ministries of Agriculture 
and Finance to develop 
a crop insurance 
product that 
incorporates satellite 
imagery into claims 
settlement, reducing 
dependence on 
government 
compensation and 
providing an incentive 
for farmers to invest in productivity enhancements. In Indonesia, the company is promoting 
reinsurance as a tool for risk and capital management. Coinsurance solutions have gained 
recognition by local insurance companies and the supervisor as means to address high acquisition 
costs and funding gaps in the life and health insurance sector. In India, Swiss Re partnered with a 
local insurer and a state disaster management authority to develop a parametric insurance 
coverage for excess rainfall during the annual monsoon season – based on a similar product 
developed in China -  providing the state government with financial protection against the impacts 
of flooding on the state budget. 

Regulatory measures that impede open access to reinsurance markets – such as mandatory 
cession or offer requirements, placement preferences or limits on the amount of reinsurance that 
can be placed with foreign reinsurers - can slow the introduction of these types of innovative 
approaches to the local market. In India, regulatory amendments in 2015 has allowed the 
establishment of local branches of foreign resinsurers which has supported the introduction of new 
approaches and innovative products in areas like cyber insurance and coverage for renewable 
energy. However, the placement preference afforded to GIC Re still has an impact on reinsurers’ 
decisions to invest in innovation as there is a concern that the return on that investment will be 
limited if a significant share of the resulting reinsurance business is assumed by GIC Re.  

The international reinsurance market can also make a contribution to improving risk management. 
A significant industry has emerged to provide risk analytics to support the underwriting and 
management of catastrophe risks – with increasingly strong links to the academic community. The 
participation of international reinsurers in the local market can help bring the benefits of risk 
analytics to the local market – which has been a significant challenge for underwriting and 
managing catastrophe risks in many countries. As was discussed in previous sessions, there is a 
high-level of price competition in some markes in the region which has led in some cases to 
unsustainable premium levels. In India, a positive investment environment has enabled insurance 
companies to accept underwriting losses based on their ability to recoup those losses through 
investment income. The establishment of foreign reinsurer branches has not led to lower prices 
given the already high-levels of competition but to better risk management and more efficient 
delivery, allowing insurers and reinsurers to improve their underwriting performance. Improved risk 
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analytics – as well as local presence - has allowed reinsurers to better distinguish (and ultimately 
support) the primary insurers that have implemented greater underwriting discipline, providing a 
broad incentive to improve underwriting in order to gain more favourable access to reinsurance 
coverage.      

The interest of foreign reinsurers in assuming risk from insurers in a given market depends on both 
business and regulatory considerations – including regulatory transparency and stability in 

decision-making. While the 
business model of global 
reinsurers is built on the 
ability to diversify risk and 
freely transfer capital 
between countries in 
response to the occurrence 
of loss events, reinsurers do 
establish a local presence in 
some countries. In India, 
strong fundamentals such as 
a robust insurance 
regulatory framework and 
the market potential 
resulting from demographic 

characteristics and low insurance penetration has been sufficiently attractive to result in the 
establishment of foreign reinsurer branches. Reinsurers will consider a number of factors in 
decisions to establish a local presence, including market size, maturity, competition and ease of 
doing business as well as whether there are any limitations on cross-border access or intra-group 
retrocession and the capital requirements (if any) that would apply to the local entity.   

The panellists discussed some of the perceived benefits of relying on domestic reinsurers for 
reinsurance capacity, including potential benefits in terms of recovery in the case of non-payments 
by a foreign reinsurer without a local presence as well as possible protection from volatility in 
international reinsurance pricing – particularly as the market hardening is exacerbated by the 
impacts of COVID-19. There has been very few issues of non-payment of claims by foreign 
reinsurers in recent years as most cedants are ceding risk to well-rated reinsurers with sufficient 
financial capacity to pay claims. The only recent issues have involved smaller regional reinsurers 
– there have been no insolvencies or recovery issues involving the large global reinsurers. It was 
noted that collateral and/or guarantees are one way to mitigate this risk although this type of 
requirement will add to the cost of reinsurance. Bilateral or multilateral ageements between 
juridictions, such as the EU-US and UK-US covered agreements can also be helpful although 
collateral requirements still exist in some US states. In terms of volatile pricing, a concern among 
some primary insurers in Asia due to experience after the 2011 series of catastrophes, it was noted 
that the global diversification of large reinsurers should ultimately smooth pricing overall by allowing 
reinsurers to absorb the extra cost of a large event in one country with premiums collected in 
others.  

The session concluded with a discussion of the implications of emerging risks such as pandemic 
and climate change. There was general agreement that some form of public-private collaboration 
is necessary to respond to the losses incurred from truly global events for which risks cannot be 
diversified and where losses affect both the asset and liability side of insurer and reinsurer balance 
sheets. Innovation will also be critical in developing the types of products needed to respond quicly 
to such losses, such as parametric covers – which may require some flexibility and adaptaion in 
regulatory frameworks.   
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Closing Remarks 

The event was formally closed by the Chair of the OECD Insurance and Private Pensions 
Committee, Mr. Yoshi Kawai. He reiterated the importance of continuing to work together and share 
experience in order to address the challenges presented by underinsured and potentially systemic 
risks, such as a changing climate, pandemic, ageing and cyber. He noted that the reinsurance 
sector has an important role to play in supporting this effort through its expertise and capacity – 
and that fragmented reinsurance markets impede the ability of reinsurers to participate fully in 
addressing these protection gaps.  

 


