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Key findings 

Welcome to the Gallagher Re Reinsurance market report which tracks the capital and profitability of the global reinsurance 

industry. 

2021 was a strong year for the global reinsurance sector, with robust capital and premium growth, and much-improved 

combined ratios and ROEs. While COVID-19 continued to impact daily lives last year, it barely registered in terms of insured 

losses. However, the sector did absorb a heavy load of natural catastrophe activity. 

Global reinsurance dedicated capital totalled USD 728 billion as of the end of 2021, with a growth rate of 8% over the restated 

2020 base.1 This was the third year in a row of robust growth, driven by both strong underwriting and investment performance. 

The 8% overall growth came from both the INDEX2 companies and a resumption of growth in alternative capital. Focusing on 

the INDEX companies, which contribute over 80% of the industry’s capital: 

■ The INDEX companies achieved a 10% increase in capital.

■ Strong investment markets once again powered this growth, although this driver was concentrated in a single

company, National Indemnity, with its large equity portfolio.

■ Net earnings also contributed, with companies paying back less net earnings to shareholders than in previous years.

■ Going back to 2014, there is a clear trend of capital, or ‘supply’, growing faster than demand and this was again

apparent in 2021.

Drilling further into profitability, for the SUBSET of companies within the INDEX that provide the relevant disclosure: 

■ Premium growth was a robust 17%, aided by a strengthening pricing environment as well as economic recovery.

■ The reported combined ratio improved sharply to 97.6%, from the COVID-19 impacted 104.1% in 2020. It was the 
strongest combined ratio since 2016.

■ The strong combined ratio was particularly noteworthy given the heavy weight of natural catastrophe losses last 
year. At the same time, however, recent years have all had such high losses that 2021 natural catastrophes were 

no worse than the five-year average we use for normalised natural catastrophes.

■ On an underlying basis3, the combined ratio also improved, from 100.7% to 99.8% and it is the first time since 2014 
that it has fallen below 100%. While inflation is a growing concern, to date rate increases have outstripped claim 
trends. This drove down the ex-nat cat accident year loss ratio last year and a lower expense ratio also helped.

■ Likewise, the average ROE, whether measured on a reported or underlying basis, improved markedly. The reported 
ROE rebounded from 2.7% to 11.4% and the underlying from 1.3% to 6.2%.

■ Having said this, the industry still has a gap to close in terms of getting its underlying ROE up to its cost of capital.

1 We have re-stated year-end 2020 capital from USD 658 billion to USD 672 billion, following our annual review of constituents. 
2 INDEX relates to those companies listed within Appendix 2 of this report. SUBSET is defined as those companies that make the relevant disclosure in relation to natural catastrophe losses 
and prior year reserve releases. Appendix 2 also identifies the SUBSET companies. 
3 The underlying basis replaces actual natural catastrophe and COVID-19 losses with a normalised cat load and strips out prior year reserve movements and investment gains. 
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At a glance 

Capital 

Total industry capital grew robustly in 2021 

Total reinsurance dedicated capital (USD billions)4 

Capital growth driven by net income and investment returns 

Capital analysis for the INDEX (USD billions)5 

4 We have re-stated year-end 2020 capital from USD 658 billion to USD 672 billion, following our annual review of constituents 
5 Change in constituents includes FY2020 late filers. Corporate activity is Third Point’s acquisition of Sirius. 
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Underlying ROE for the SUBSET 

A strong recovery in both headline and underlying ROEs 

ROE analysis for the SUBSET 

Underlying ROE still trails cost of capital 

ROE for the SUBSET6 

6 S&P WACC (weighted average cost of capital) figures. 
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Combined ratio for the SUBSET 

Reported and underlying combined ratio improve to sub-100% 

Reported and underlying combined ratio for the SUBSET 

Reported combined ratio benefitted from diminishing COVID-19 losses and greater reserve releases 

Combined ratio detail for the SUBSET7 

SUBSET 
2014 
FY 

2015 
FY 

2016 
FY 

2017 
FY 

2018 
FY 

2019 
FY 

2020 
FY 

2021 
FY 

Reported combined ratio 90.7% 89.3% 92.9% 107.4% 99.2% 100.6% 104.1% 97.6% 

Remove prior year development 5.6% 6.7% 6.3% 5.3% 4.6% 2.3% 1.5% 2.3% 

Accident year combined ratio 96.3% 96.0% 99.2% 112.7% 103.8% 102.9% 105.6% 99.9% 

Strip out nat cat loss -2.8% -1.5% -4.7% -18.1% -8.6% -8.1% -5.7% -10.1%

Strip out COVID-19 loss -8.2% -0.2%

Ex-nat cat accident year combined ratio 93.5% 94.5% 94.5% 94.6% 95.2% 94.9% 91.7% 89.7% 

Add in normalised nat cat loss 6.4% 6.4% 6.4% 6.4% 7.1% 8.2% 9.0% 10.1% 

Underlying combined ratio 99.9% 100.9% 100.9% 101.0% 102.3% 103.1% 100.7% 99.8% 

Expense ratio 32.1% 33.1% 33.2% 32.0% 32.1% 31.8% 30.2% 29.7% 

Ex-nat cat accident year loss ratio 61.4% 61.4% 61.3% 62.6% 63.1% 63.1% 61.5% 60.0% 

Ex-nat cat accident year combined ratio 93.5% 94.5% 94.5% 94.6% 95.2% 94.9% 91.7% 89.7% 

7 The normalised natural catastrophe load is the five-year moving average of the SUBSET’s natural catastrophe losses (including COVID-19 losses), calculated on the basis of annual 
results 
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Expenses for the SUBSET 

Premium growth continues to outpace expense growth, bringing the expense ratio down 

Weighted average expense ratio for the SUBSET8 

Investment yield for the SUBSET 

Stronger investment income, thanks to gains 

Investment yield for the SUBSET9 

8 The revised methodology we introduced with our half-year 2019 report produced a discontinuity in our time series of SUBSET expense ratios. Several of the companies removed from our 
constituent list, particularly Lloyd’s companies, have high expense ratios. Therefore, our ‘revised methodology’ expense ratios for 2017 and 2018 are approximately one percentage point 
lower than the ratios we originally reported 
9 Running yield captures items such as bond coupons, equity dividends and interest income
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Capital 

Total reinsurance dedicated capital 

Total industry capital grew robustly in 2021 

Chart 1: Total reinsurance dedicated capital (USD billions) 

• Global reinsurance dedicated capital totalled USD 728 billion as of the end of 2021. This is a robust 8.4% growth

over the restated USD 672 billion at year-end 2020. Since 2015, total reinsurance dedicated capital has grown by

70% which equates to an average annual pace of 6%.

• INDEX companies’ capital grew by 10% to USD 610 billion (2020 re-stated: USD 554 billion) and now represents

84% of the reinsurance industry’s capital base. Alternative capital followed the same direction and went up by c. 4%.

• Including other major regional and local reinsurers, and a pro-rated portion of capital within major groups, we derive

an estimate of USD 635 billion (2020 re-stated: USD 581 billion) of capital for the traditional reinsurance market.

• A majority of the reinsurers have reported strong results for 2021 with improved capital positions backed up by rising

equity markets and retained profitability.

• 2021 non-life ILS market capacity resumed growing and reached its highest ever level at USD 94 billion, driven by

significant growth of the catastrophe bond space. The overall ILS market experienced a period of rebalancing in

2021, with capital allocation shifting away from less liquid ILS structures, with investors instead preferring the

transparency and liquidity available through the catastrophe bond instrument.
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INDEX capital 

Capital growth driven by net income and investment returns 

Chart 2: Capital analysis for the INDEX (USD billions)10 

▪ As had been seen at the half-year stage, strong investment markets were the main driver of capital growth for the

INDEX companies. Unrealised investment appreciation amounted to USD 46 billion, with National Indemnity alone

accounting for USD 50 billion. Other than National Indemnity, the rest of the INDEX companies saw an overall

depreciation of USD 5 billion in their investment portfolio. Bond prices move in an inverse relationship to yields and

government bond yields generally were on an increasing trajectory in 2021 (the U.S. 10-year yield increased from

0.9% to 1.5%, for example).

▪ Net income of USD 33 billion contributed 6% to the opening stock of adjusted capital. As discussed below, this level

of profitability was supported by rate increases, reserve releases and strong investment income.

▪ USD 18 billion of net income was returned to the shareholders in the form of buybacks/dividends, which equates to a

payout ratio of 53%. We note that this is the lowest payout ratio since at least 2014.

▪ While many reinsurers are clearly seeking to grow into the market’s firming conditions, the reduced payouts may also

indicate a conservative approach in the midst of recent inflation trends and evolving landscape around natural

catastrophe events.

10 Change in constituents includes FY2020 late filers. Corporate activity is Third Point’s acquisition of Sirius. 
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Wide range of company-by-company capital growth, according to investment stance 

Chart 3: Movement in capital reported as at FY 2020 for the INDEX constituents11 

▪ As equity markets have continued to expand, reinsurers with higher equity weightings in their investment portfolio are

the ones that have seen the largest capital increases — for example National Indemnity, Fairfax and Markel.

▪ Third Point Re also issued equity and preference shares to finance its acquisition of Sirius and this is the main driver

of the renamed Sirius Point Re growth.

▪ An opposite impact has been seen for the reinsurers holding less equity and higher debt weightings in their

investment portfolio. Due to the increase in risk-free interest rates, lower bond prices have resulted in unrealised

losses for the likes of Swiss Re, Munich Re and RGA.

▪ Although the investment outcome is mixed depending on the investment portfolio composition, most companies have

benefitted from robust underwriting income in 2021.

11 Excludes companies who have not yet reported FY 2021 
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Return of capital 

Reinsurers retaining more capital, with less returned to shareholders 

Chart 4: Return of capital (as percent of opening shareholders’ equity) and payout ratio for the INDEX 

• In 2021, there was a significant contraction in the overall payout. Capital payout measured 53% of net income and

3.5% of shareholder equity. The decrease in the latter ratio was driven by a reduction in dividends upstreamed by

National Indemnity. As a percentage of earnings, the ratio also fell due to the recovery of earnings.

• Share buybacks as a proportion of equity were higher compared to 2020, a year which was impacted heavily due to

low earnings and regulatory restrictions. Nevertheless, since 2014, 2021 was the second lowest in terms of buyback

as a proportion of equity.
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Very few companies were able to maintain payouts at a similar level to 2020 

Chart 5: Return of capital (as percent of opening shareholders’ equity) for the INDEX constituents 

▪ After the French regulator recommended no dividend payouts in 2020, SCOR resumed its capital return to

shareholders in 2021. Ren Re and Fairfax also significantly boosted their payouts.

▪ As mentioned above, National Indemnity decided to significantly reduce its dividend payout in 2021. General Re

and QIC also did not pay dividends last year.

▪ For now, a number of other companies, such as Hannover Re and Munich Re, have not maintained the special

payouts that had been announced in pre-pandemic times.
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Demand is expanding too, not just supply 

Chart 6: AIR loss scenarios and premiums vs capital12 

• If the reinsurance industry’s capital base is ‘supply’, then a proxy for ‘demand’ is the premiums ceded to reinsurers.

Another proxy is catastrophe modelling agency AIR’s aggregate annual loss (AAL).13 Both measures are imperfect –

premiums capture price changes as well as exposure growth and AIR’s figures reflect only the natural catastrophe

portion of reinsurance demand.

• Nevertheless, there is a clear trend according to both proxies of demand. Over 2014-2019, the reinsurance industry’s

capital base, or supply, was expanding at a faster pace than demand – as evidenced by the declining ratios in the

chart above. We see this as one factor behind the generally favourable pricing achieved by cedents over this period.

• The trend reversed in 2020 as both demand measures grew more strongly than the 8% growth in INDEX capital.

• The 2021 picture is mixed. Premiums have continued to grow faster than capital, but we suspect that has been

driven more by price than exposure. The AIR proxy for demand has actually grown slightly less quickly than supply.

12 Source: AIR Global Modeled Catastrophe Losses report 
13 AAL is AIR’s mean value of a loss exceedance probability (EP) distribution. It is the expected loss per year, averaged over many years.  
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Return on equity 

Reported and normalised ROE recover after the 2020 pandemic shock 

Chart 7: ROE analysis for the SUBSET 

Underlying ROE saw an improvement from each of its components 

Chart 8: ROE components for the SUBSET 

2019 FY 2020 FY 2021 FY 

Reported ROE 9.7% 2.7% 11.4% 

Remove nat cats (ex COVID-19) 4.4% 3.3% 7.0% 

Remove COVID-19 losses 0.0% 4.6% 0.1% 

Add in normalised nat cats -4.5% -5.2% -6.5%

Remove prior year development -1.2% -0.7% -1.5%

Strip out investment gains/losses -5.2% -3.4% -4.3%

Underlying ROE 3.2% 1.3% 6.2%

Composition of Underlying ROE 

Underlying underwriting margin -1.7% -0.4% 0.1% 

Running investment income 8.8% 5.9% 6.5% 

Other income/expenses -3.9% -4.2% -0.5%

Underlying ROE 3.2% 1.3% 6.2%

▪ The average reported ROE for SUBSET companies increased from 2.7% in 2020 to 11.4% in 2021. Similarly, the

average underlying ROE (normalised for cat loads and excluding PYD and investment gains) increased from 1.3% in

2020 to 6.2% in 2021.

▪ The drivers behind this 3x growth in both reported and underlying ROEs are an increased return on investments and

a decrease in pandemic-related losses. We calculate COVID-19 losses cost 0.1 percentage points on the ROE, a

much smaller impact than in 2020, when they accounted for 4.6 percentage points.

▪ Each component of underlying ROE improved last year – underwriting margins, running investment income and the

fairly opaque ‘other income/expenses. The latter partially reflects reduced restructuring expenses.
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Underlying ROE still trails cost of capital 

Chart 9: ROE time series for the SUBSET14 

• Although severe natural catastrophe losses seem to be the new norm of the last few years and 2021 was particularly

tough for the sector, the underlying ROE recovered after the pandemic and exceeded the average of previous five

years.

• While ROEs improved in 2021, the weighted average cost of capital, as measured by S&P, also increased due to

higher equity and credit risk premiums. The average reported ROE exceeded WACC, but underlying ROE remains

below.

14 S&P WACC (weighted average cost of capital) figures.  
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Most SUBSET constituents improved ROE in 2021 

Chart 10: Reported ROE for the SUBSET constituents15 

• Most companies in the SUBSET improved their returns on equity. Almost half of them recorded ROEs above the

SUBSET’s average. Three companies’ return on equity deteriorated from 2020 to 2021.

• Fairfax and Markel’s notable recovery levels are partially due to gains from movements in the value of their

financial investments flowing through P&L.

• Understandably, most of the companies that suffered from a reduction in shareholder value in 2020 recovered in

2021 to positive ROE territory although below the SUBSET’s average. Axis Capital is a notable exception here,

as their steep ROE recovery resulted from a combination of positive investment and underwriting results with a

reduction in FX losses. QBE also achieved a notable positive swing in its ROE.

15 ROEs are based on ‘all-in’ net income. They do not necessarily match the ‘headline’ ROEs reported by the companies as these are sometimes struck on an operating net income basis.  
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Underwriting performance 

Premium volumes 

Double-digit premium growth for many of the reinsurers 

Chart 11: 2020 change in relevant16 net earned premium (USD basis) for the SUBSET constituents 

Premium growth at its highest level since at least 2015 

Chart 12: Premium growth over time of SUBSET constituents (USD basis) 

16 Net earned premiums relate to the reinsurance segment if disclosure is available, or otherwise to the consolidated group. Appendix 1 explains in more detail. 
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• Premium growth remained robust throughout the year at an average of 17%. This is the strongest growth rate we

have seen since at least 2015.

• A number of SUBSET companies reported premium growth well into double digits. This is generally driven by higher

premium rates and growth in net new business.

• Sirius Point Re’s 181% growth was driven by the combination of Third Point Re and Sirius.

• Lancashire attributes its strong growth to an increased volume of specialty business.

• At the other extreme, Axis has spent the past two years reshaping its reinsurance portfolio and following a sharp

contraction in 2020, its reinsurance premiums declined a bit further in 2021.
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Combined ratios 

Reported and underlying combined ratio improve to sub-100% 

Chart 13: Reported and underlying combined ratio time series for the SUBSET 

Reported combined ratio benefitted from diminishing COVID-19 losses and greater reserve releases 

Chart 14: Combined ratio detail for the SUBSET17 

SUBSET 
2014 
FY 

2015 
FY 

2016 
FY 

2017 
FY 

2018 
FY 

2019 
FY 

2020 
FY 

2021 
FY 

Reported combined ratio 90.7% 89.3% 92.9% 107.4% 99.2% 100.6% 104.1% 97.6% 

Remove prior year development 5.6% 6.7% 6.3% 5.3% 4.6% 2.3% 1.5% 2.3% 

Accident year combined ratio 96.3% 96.0% 99.2% 112.7% 103.8% 102.9% 105.6% 99.9% 

Strip out nat cat loss -2.8% -1.5% -4.7% -18.1% -8.6% -8.1% -5.7% -10.1%

Strip out COVID-19 loss -8.2% -0.2%

Ex-nat cat accident year combined ratio 93.5% 94.5% 94.5% 94.6% 95.2% 94.9% 91.7% 89.7% 

Add in normalised nat cat loss 6.4% 6.4% 6.4% 6.4% 7.1% 8.2% 9.0% 10.1% 

Underlying combined ratio 99.9% 100.9% 100.9% 101.0% 102.3% 103.1% 100.7% 99.8% 

Expense ratio 32.1% 33.1% 33.2% 32.0% 32.1% 31.8% 30.2% 29.7% 

Ex-nat cat accident year loss ratio 61.4% 61.4% 61.3% 62.6% 63.1% 63.1% 61.5% 60.0% 

Ex-nat cat accident year combined ratio 93.5% 94.5% 94.5% 94.6% 95.2% 94.9% 91.7% 89.7% 

17 The normalised natural catastrophe load is the five-year moving average of the SUBSET’s natural catastrophe losses (including COVID-19 losses), calculated on the basis of annual 
results 
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▪ Reported combined ratios for the SUBSET improved to pre COVID-19 levels, to 97.6% on average. This is

attributable to positive reserve releases, negligible COVID-19 losses, price improvements both at the underlying

primary and reinsurance levels and improved expense ratios. The overall improvement was partially offset by natural

catastrophe losses.

▪ Prior year development provided a benefit of 2.3 percentage points in 2021, higher than last year’s 1.5 percentage

point benefit. This reverses the trend seen over 2015–2020 of a declining benefit from reserve releases. Swiss Re

and Partner Re had taken reserve increases in 2020 and their return to a pattern of releases is the main reason for

the overall swing. Despite the improving trend, a few companies have taken a conservative approach due to the rise

in inflation.

▪ The underlying combined ratio reached a sub-100% mark for the first time since 2014. The improvement in the

underlying combined ratio came despite a higher normalised natural catastrophe load (the five-year moving

average), which has seen a remarkable increase over the recent five-year period.

▪ While 2021 was the third largest natural catastrophe year since 2011, the generally high natural catastrophe activity

of recent years means that it merely matched the average of the past five years – 10.1 percentage points in both

cases.

▪ The ex-nat cat combined ratio of 89.7% is a record low going back to 2014. An impressive 2 percentage point

improvement was comprised of a 1.5% improvement in the ex-nat cat loss ratio and a 0.5% improvement in the

expense ratio.

Reported combined ratios improved for most companies despite heavy natural catastrophe activity 

Chart 15: Reported combined ratios for the SUBSET constituents 
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Underlying combined ratios also improved for most companies 

Chart 16: Underlying combined ratios for the SUBSET constituents 

• A number of SUBSET companies recorded a combined ratio of less than 100% in 2021 with most companies

showing an improvement over 2020.

• Ren Re continued to show very strong results with a 90% underlying combined ratio. At the other end of the

spectrum, Lancashire’s increased combined ratio was driven by higher natural catastrophe losses. Sirius addressed

its underwriting performance and undertook a comprehensive re-underwriting of its reinsurance portfolio.
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Prior year loss development 

Support from reserve releases increased in FY 2021, bucking the trend but still less than previous years 

Chart 17: Prior year development impact on combined ratio for the SUBSET18 

PYD in absolute terms increase but at a lower rate than increase in profit 

Chart 18: Prior year development for the SUBSET (positive number = benefit) 

18 Positive number indicates a favourable prior year impact. 

6.2%

5.6%

6.7%
6.3%

5.3%

4.6%

2.3%

1.5%

2.3%

0%

1%

2%

3%

4%

5%

6%

7%

8%

2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY

4,357

5,303

6,853 6,861

7,631

6,837

7,885
7,385

6,472

5,424

2,516

1,810

3,394

0%

25%

50%

75%

100%

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Aggregate amount of PYD (USD m) PYD as % pre-tax profit



Reinsurance Market Report – Full year 2021 

© 2022 Arthur J. Gallagher & Co. 21 
The Gallagher Way. Since 1927. 

• The benefit to combined ratios from reserve releases had been reducing since 2016, and this trend reversed in 2021.

In aggregate for the SUBSET, reserve releases benefitted the combined ratio by 2.3 percentage points, up from 1.5

percentage points in 2020.

• As a percentage of group pre-tax profit, reserve releases average 14% for the SUBSET in 2021. Although 2021 saw

a positive movement, it has not kept pace with the growth in profits and is still one of the lowest going back to 2009.

• Swiss Re and Partner Re strengthened reserves in 2020 and have made reserve releases in 2021, albeit still less

than their pre COVID-19 levels.

• The consensus view is that the large reserve redundancies that have been produced by older accident years are

now coming to an end and recent accident years are more challenging from a reserve adequacy standpoint. If so

and notwithstanding the better position in 2021, the reduced support to earnings from reserve releases should take

some time to reverse and we expect this pressure on reported combined ratios and ROEs to resume.

Widely varying PYD across companies in 2021 vs 2020 

Chart 19: Prior year development impact on combined ratio for the SUBSET constituents (positive number = benefit) 

• Amongst the individual SUBSET companies, 2021 showed varied moves around reserve releases. Lancashire

recorded another sizeable reserve release. ARGO strengthened reserves substantially with a 7 percentage point

impact on its combined ratio. Markel, QBE and WR Berkley also posted net adverse reserve development.
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Natural catastrophe losses 

2021 records third-largest natural catastrophe (re)insurance losses since 2011; COVID-19 losses 

negligible 

Chart 20: Natural catastrophe impact on combined ratio for SUBSET 

Significant increase in natural catastrophe load, in turn weighing down the combined ratios 

Chart 21: Natural catastrophe impact on combined ratio for the SUBSET constituents 
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▪ The weight of natural catastrophe losses on the SUBSET companies’ combined ratios averaged 10.1%, much higher

than recent years and also brought the normalised five-year average to the same level.

▪ Insured loss estimates from major natural catastrophes in 2021 are the third-largest since 2011 (see Gallagher Re’s

Summary of Natural Catastrophe Events 2021). The largest losses of the year came from tropical cyclones followed

by severe thunderstorm. In the U.S. the largest insured losses from a single event came from Hurricane Ida in

August. In Europe, the largest loss-causing event was Storm Bernd. In Asia, the events drawing the most attention

were the thunderstorms in China.

▪ Initial assessments of the insurance coverage for COVID-19 alarmed the market in 2020. However, the exposure

management measures taken by the (re)insurance companies, together with populations learning how to live with

COVID-19, have helped to contain incurred losses in 2021. Additionally, the companies have generally not changed

reserves held for COVID-19 losses booked in 2020. Given the heavy weight of natural catastrophe losses, disclosed

COVID-19 losses in 2021 were thankfully only 0.2 percentage points on the combined ratio, down from 8 percentage

points in 2020. Few companies in fact even separated out their COVID-19 losses.

▪ Ren Re had a significant impact from the natural catastrophe losses at 27%, followed by Sirius Re and Lancashire

with 19% and 17% impact respectively.

Recent natural catastrophe activity has been well above budget 

Chart 22: Natural catastrophe impact versus budget, for SUBSET companies who report budget 

▪ Several reinsurers publish their budget for ‘normal’ natural catastrophe losses. As the figure above shows, for these

companies actual natural catastrophe activity over the past five years has run well ahead of budget. Partly in

response, these companies raised their 2022 budgets but to a level still below the actual experience over 2017-2021.

▪ The elevated natural catastrophe activity of recent years is consistent with today’s heightened focus on the topics of

climate change and modelling of secondary perils.
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Expense ratios 

Premium growth continues to outpace expense growth, bringing the expense ratio down 

Chart 23: Weighted average expense ratio for the SUBSET19 

▪ Average expense ratios for the SUBSET have improved for three consecutive years and for the first time since 2013,

expense ratios are sub-30%. This trend is attributable to robust premium growth which has outpaced the growth in

absolute expenses. In 2021, the overall absolute expenses increased by 15% and the SUBSET’s premium by 17%.

▪ Industry players are also increasingly investing in technology advancements to achieve efficiencies and hence lower

overall expenses.

▪ The continued improvement in expense ratios, as noted above, provides an important support to combined ratios.

19 The revised methodology we introduced with our half-year 2019 report produced a discontinuity in our time series of SUBSET expense ratios. Several of the companies removed from our 
constituent list, particularly Lloyd’s companies, have high expense ratios. Therefore, our ‘revised methodology’ expense ratios for 2017 and 2018 are approximately one percentage point 
lower than the ratios we originally reported. 
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Investment performance 

Stronger investment income, thanks to gains 

Chart 24: Investment yield for the SUBSET20 

Almost a half of SUBSET companies saw improvement in investment yield 

Chart 25: Investment yield for the SUBSET constituents 

▪ The overall investment yield expanded from 3.4% in 2020 to 3.7%, with this improvement contributing to the

improvement in ROE. Its more recurring component, the running yield, remained constant, while investment gains

expanded. These 2021 investment gains were largely the result of the year’s strong equity markets.

▪ Almost half of the constituents have seen an improvement in their investment yields from 2021 levels, with Markel,

Fairfax and Alleghany recording the biggest increases. On the contrary, Partner Re, Renaissance Re and Sirius

Point Re noted significant decreases of investment yields between 2020 and 2021. Some of these decreases are

attributable to differences in classification and measurement between U.S. GAAP and IFRS and thus whether or not

the unrealised gains and losses on equity investments flow through the P&L.

20 Running yield captures items such as bond coupons, equity dividends and interest income 
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Appendix 1 

Methodology 

In our HY 2019 report, we broadened our definition of capital to include subordinated debt and minority interests, and restated 

FY 2018 capital accordingly. We also introduced the rules below to choose the constituents of our capital calculation for the 

traditional reinsurance market. As per Chart 1 on page 6, these components are the INDEX, major regional and local 

reinsurers, and pro-rated portion of capital within major groups. 

We review and adjust our constituents annually based on year-end data. 

The constituents of these components within this report have been selected by applying the rules below to year-end 2021 

disclosures. We also restate the prior year’s capital position. The impact on the previous year’s capital position from these 

constituent changes is the USD 7 billion ‘Change in constituents’ shown in Chart 2. 

INDEX 

Capital at least USD 1 billion or total group NWP at least USD 1 billion, and reinsurance NWP at least 10% of group NWP. 

Major regional and local reinsurers 

Capital at least USD 250 million, or total group NWP at least USD 250 million, and reinsurance NWP at least 10% of group 

NWP. 

Pro rata of composites 

In the case of large groups whose reinsurance NWP is less than 10% of group NWP, we take a pro-rated portion of capital 

which must be at least USD 250 million. 

Segment versus group data for the SUBSET 

In our combined ratio analysis, we use P&C reinsurance segment combined ratios for those SUBSET reinsurers which 

provide the disclosure. Otherwise, we use group combined ratios. In calculating the SUBSET averages, we weight these 

combined ratios by the appropriate segment or group net earned premium. In the section on premium volumes, we show 

the growth rate in this ‘relevant NEP’. In Appendix 2, premium income is on a written basis and relates to the entire group. 

Lloyd’s market 

The treatment of the Lloyd’s market is complex given its nature. Lloyd’s syndicates are not explicitly included in this study, in 

order to avoid double-counting. Many of the companies included in this study have capital backing Lloyd’s syndicates, which 

is included in each company’s individual contribution. 
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(1) Combined ratios are in respect of the P&C Reinsurance segment only.

(2) Due to lack of disclosure at the time of the report, total capital shown for FY 2021 is based on FY 2020 disclosure.

(3) Companies which have a March 31 financial year-end. Data for the year ended 31 March 2021 is included in the column headed FY 2020 (and similar for 

prior years), and FY 2021 data is also based on year-end 31 March 2021 disclosure. 

(4) Figures for net premiums are net earned premiums, not net written premiums.

(5) Numbers are sourced from unconsolidated financial statements.

(6) Total of numbers reported, converted to USD at exchange rates prevailing at end of reporting period for total capital figures. For net income and NWP

figures, we use average exchange rates over the reporting period.

(7) Pre-FY 2021 aggregates shown in this appendix will not necessarily match the aggregates shown in body of report. In the body, prior year figures have 

generally not been restated for changes in constituents. The figures here have been restated.
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Acceptance of this document shall be deemed agreement to the above. Gallagher Re is a trading 

name of Arthur J. Gallagher (UK) Limited, which is authorised and regulated by the Financial 

Conduct Authority. Registered Office: The Walbrook Building, 25 Walbrook, London EC4N 8AW. 

Registered in England and Wales. Company Number: 1193013. www.ajg.com/uk. 
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GLOBAL AND LOCAL REINSURANCE 
Drawing on our network of reinsurance and market specialists worldwide, and as part of the wider Gallagher 
company, Gallagher Re offers the benefits of a top-tier reinsurance broker, one that has comprehensive 
analytics and transactional capabilities, with on-the-ground presence and local understanding. Whether your 
operations are global, national or local, Gallagher Re can help you make better reinsurance and capital 
decisions, access worldwide markets, negotiate optimum terms and boost your business performance.  

For more information visit GallagherRe.com 

This analysis has been prepared by Gallagher Re on the condition that it shall be treated as strictly confidential and shall not be 
communicated in whole, in part, or in summary to any third party without prior written consent from Gallagher Re. Gallagher Re is a 
business unit that includes a number of subsidiaries and affiliates of Arthur J. Gallagher & Co. which are engaged in the reinsurance 
intermediary and advisory business. All references to Gallagher Re below, to the extent relevant, include the parent and applicable 
affiliate companies of Gallagher Re.  

Gallagher Re has relied upon data from public and/or other sources when preparing this analysis. No attempt has been made to verify 
independently the accuracy of this data. Gallagher Re does not represent or otherwise guarantee the accuracy or completeness of such 
data nor assume responsibility for the result of any error or omission in the data or other materials gathered from any source in the 
preparation of this analysis. Gallagher Re shall have no liability in connection with any results, including, without limitation, those arising 
from based upon or in connection with errors, omissions, inaccuracies, or inadequacies associated with the data or arising from, based 
upon or in connection with any methodologies used or applied by Gallagher Re in producing this analysis or any results contained herein. 
Gallagher Re expressly disclaims any and all liability, based on any legal theory, arising from, based upon or in connection with this 
analysis. Gallagher Re assumes no duty in contract, tort or otherwise to any party arising from, based upon or in connection with this 
analysis, and no party should expect Gallagher Re to owe it any such duty.  

There are many uncertainties inherent in this analysis including, but not limited to, issues such as limitations in the available data, reliance 
on client data and outside data sources, the underlying volatility of loss and other random processes, uncertainties that characterize the 
application of professional judgment in estimates and assumptions. Ultimate losses, liabilities and claims depend upon future contingent 
events, including but not limited to unanticipated changes in inflation, laws, and regulations. As a result of these uncertainties, the actual 
outcomes could vary significantly from Gallagher Re’s estimates in either direction. Gallagher Re makes no representation about and 
does not guarantee the outcome, results, success, or profitability of any insurance or reinsurance program or venture, whether or not the 
analyses or conclusions contained herein apply to such program or venture.  

Gallagher Re does not recommend making decisions based solely on the information contained in this analysis. Rather, this analysis 
should be viewed as a supplement to other information, including specific business practice, claims experience, and financial situation. 
Independent professional advisors should be consulted with respect to the issues and conclusions presented herein and their possible 
application.  

Gallagher Re makes no representation or warranty as to the accuracy or completeness of this document and its contents. 

This analysis is not intended to be a complete actuarial communication, and as such is not intended to be relied upon. A complete 
communication can be provided upon request. Subject to all terms of this Disclaimer, Gallagher Re actuaries are available to answer 
questions about this analysis.  

Gallagher Re does not provide legal, accounting, or tax advice. This analysis does not constitute, is not intended to provide, and should 
not be construed as such advice. Qualified advisers should be consulted in these areas.  

Gallagher Re makes no representation, does not guarantee and assumes no liability for the accuracy or completeness of, or any results 
obtained by application of, this analysis and conclusions provided herein.  

Where data is supplied by way of CD or other electronic format, Gallagher Re accepts no liability for any loss or damage caused to the 
Recipient directly or indirectly through use of any such CD or other electronic format, even where caused by negligence. Without limitation, 
Gallagher Re shall not be liable for: loss or corruption of data, damage to any computer or communications system, indirect or 
consequential losses. The Recipient should take proper precautions to prevent loss or damage – including the use of a virus checker.  

This limitation of liability does not apply to losses or damage caused by death, personal injury, dishonesty or any other liability which 
cannot be excluded by law.  

This analysis is not intended to be a complete Financial Analysis communication. A complete communication can be provided upon 
request. Subject to all terms of this Disclaimer, Gallagher Re analysts are available to answer questions about this analysis.  

Gallagher Re does not guarantee any specific financial result or outcome, level of profitability, valuation, or rating agency outcome with 

respect to A.M. Best or any other agency. Gallagher Re specifically disclaims any and all liability for any and all damages of any amount 

or any type, including without limitation, lost profits, unrealised profits, compensatory damages based on any legal theory, punitive, 

multiple or statutory damages or fines of any type, based upon, arising from, in connection with or in any manner related to the services 

provided hereunder. 


