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Reinsurance Market Report – Half year 2022 

Key findings 

Welcome to the Gallagher Re Reinsurance market report, in which we track the capital and profitability of the global 

reinsurance industry. 

At half-year 2022 the global reinsurance sector continued to report strong premium growth and underwriting profitability. 

However, ROEs and capital levels were pulled lower due to a fall in the market value of bonds (due to rising interest rates and 

widening credit spreads) and equities.  Nevertheless, the global reinsurance industry’s financial strength remains healthy with 

an improving trend of underlying profitability. 

Global reinsurance dedicated capital totalled USD 647 billion at half-year 2022, down 11% from the restated 2021 base, with 
the reduction primarily driven by investment losses.1 Although capital has reduced on an accounting basis, rating agency and 

regulatory measures of capital adequacy have been less impacted. As an example, average European solvency ratios 

increased during 2022 HY despite significant decreases in reported shareholders’ equity.2  However, the decline in equity 

could become an issue for companies’ ratings if there is any strain on liquidity that forces them to recognise significant losses. 

Focusing on the INDEX3 companies, which contribute over 80% of the industry’s capital: 

■ INDEX capital reduced by 14%.

■ The key driver of this reduction was significant unrealised investment losses, almost half of which was attributable to

National Indemnity.

■ Capital return through buybacks and dividends exceeded a modest contribution from net earnings.

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

■ Premiums grew strongly at 14%, supported by continued favourable pricing.

■ The reported combined ratio improved to 93.0% (HY 21: 94.1%), the lowest we have seen since 2015.

■ The ex-nat cat accident year loss ratio slipped slightly, from 59.8% in HY 21 to 60.2%, with rate increases not quite

keeping up with inflation-driven rises in loss costs. The expense ratio was slightly improved at 29.4% (HY 21:

29.6%).

■ Although still below 100%, the underlying combined ratio4 deteriorated to 99.7% (HY 21: 98.4%), driven by an

increase of 1.1 percentage points in the five-year average assumption we use for a normalised natural catastrophe

load.

■ Despite this continued strong underwriting performance, the reported ROE reduced to 0.4% (HY 21: 13.9%), driven

by an investment gains yield of -3.5% (HY 21: +1.7%) – itself driven by the sell-off in bond and equity markets in the

first half of the year.

■ The underlying ROE nevertheless improved, from 6.3% in HY 21 to 7.5%.  This still stands below the industry’s cost

of capital but is the best underlying ROE we have measured since 2014.

1 Our originally reported year-end 2021 capital of USD 728 billion has been updated for companies who reported after the publication date of our full-year 2021 report. This takes the re-
stated figure to USD 729 billion.  
2 Under Solvency 2 and the Swiss Solvency Test, liabilities are marked to market (ie discounted) as well as assets.  Liability durations tend to be longer than on the asset side and so a rise 
in interest rates will lower the value of liabilities more than assets, thus increasing regulatory capital. 
3 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. 
4 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 decreased by 11 percent 

Total reinsurance dedicated capital (USD billions)5 

 

 

Capital declined because of unrealised losses on investments 

Capital analysis for the INDEX (USD billions) 

 

 

 
5 Our originally reported year-end 2021 capital of USD 728 billion has been updated for companies who reported after the publication date of our full-year 2021 report. This takes the re-
stated figure to USD 729 billion. 
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Underlying ROE for the SUBSET 

Losses from investments and natural catastrophes depressed reported ROE 

ROE analysis for the SUBSET 

 

 

Underlying ROE continues to improve but still remains below the industry’s cost of capital 

ROE for the SUBSET6 

 

 

 

 

 

 
6 S&P estimated WACC (weighted average cost of capital) figures. Underlying ROE excludes investment gains/losses for 2018 onward. 
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Combined ratio for the SUBSET 

Reported combined ratio has improved, but underlying is less strong 

Reported and underlying combined ratio for the SUBSET 

 

 

 

Underlying combined ratio increased by growing natural catastrophe losses  

Combined ratio detail for the SUBSET7 

SUBSET 
2014 
HY 

2015 
HY 

2016 
HY 

2017 
HY 

2018 
HY 

2019 
HY 

2020 
HY 

2021 
HY 

2022 
HY 

Reported combined ratio 90.4% 90.4% 93.7% 94.0% 93.3% 94.9% 104.1% 94.1% 93.0% 

Remove prior year development 4.5% 5.2% 5.2% 3.6% 3.0% 1.2% 0.7% 1.3% 1.6% 

Accident year combined ratio 94.9% 95.6% 98.9% 97.6% 96.3% 96.0% 104.8% 95.4% 94.7% 

Strip out nat cat loss -2.5% -1.2% -4.6% -2.3% -1.2% -2.6% -3.3% -5.6% -5.0% 

Strip out COVID loss             -11.1% -0.4% -0.1% 

Ex-nat cat accident year CR 92.4% 94.4% 94.3% 95.3% 95.1% 93.4% 90.4% 89.4% 89.6% 

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

Underlying combined ratio  98.8% 100.8% 100.7% 101.7% 101.5% 100.5% 98.6% 98.4% 99.7% 
          

Expense ratio         33.1% 32.2% 30.8% 29.6% 29.4% 

Ex-nat cat accident year loss 
ratio 

        62.0% 61.2% 59.6% 59.8% 60.2% 

Ex-nat cat accident year CR         95.1% 93.4% 90.4% 89.4% 89.6% 

 

 

 

 
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 

Expense ratio continues to come down, driven by strong premium growth 

Weighted average expense ratio for the SUBSET8 

 

 

 

Investment yield for the SUBSET 

Lower investment result as gains yield turns negative 

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 decreased by 11 percent 

Chart 1: Total reinsurance dedicated capital (USD billions)10 

 

 

 

• Global reinsurance capital declined over the first six months of 2022 by 11% to USD 647 billion. 

• The capital of INDEX companies represents a slightly smaller portion (81% vs 83% in 2021) of total reinsurance 

capital. After increases between 2019 and 2020, alternative capital and other forms of reinsurance capital have 

remained at virtually the same levels over the last two years. This means that capital positions of the INDEX 

companies are the key driver behind the global decrease in reinsurance capital. Their capital dropped to pre-2020 

levels primarily because of unrealised losses on investments. 

• We estimate little change from FY 2021 in non-life alternative capital, but we also acknowledge that this roughly flat 

trend is susceptible to foreign exchange volatility. This is because many investible assets are denominated in 

currencies hedged against the USD. As a result, any growth in the global investible assets may be offset by 

depreciation of their currencies against the USD (or vice versa), with an outcome of flat USD values reported. As 

investors hedge with a very short-term view, increased foreign exchange volatility increases their cost of hedging and 

reduces their risk appetite (and vice versa), which in turn impacts the aggregate reported numbers. The circular 

reference nature of volatility and investors’ demand adds complexity to global value appraisals. 

  

 
10 Our originally reported year-end 2021 capital of USD 728 billion has been updated for companies who reported after the publication date of our full-year 2021 report. This takes the re-
stated figure to USD 729 billion. 
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INDEX capital 

Capital declined because of unrealised losses on investments 

Chart 2: Capital analysis for the INDEX (USD billions)11 

 

 

 

▪ In previous years HY capital positions were affected by more factors than in 2022: capital raises, changes to retained 

earnings, currency movements and capital distribution measures. However, in 2022 HY the primary driver behind the 

movement in capital was unrealised losses from investments. 

▪ In 2022 HY interest rates rose, equity markets declined, and credit spreads widened – all of which brought down the 

value of reinsurers’ investments.  While realised gains/losses and some unrealised gains/losses flow through net 

income, most of this impact was recorded directly in shareholders’ equity and is represented by the unrealised 

investment gain/loss bar in the chart above. 

▪ Some companies have seen substantial volatility in the values of their investments. For example, National Indemnity 

alone had reported USD 46 billion appreciation of their investment portfolio at the 2021 year end, only to report a 

USD 38 billion unrealised loss six months later in 2022 HY. Unrealised losses dominated in the group. 

▪ Compared to previous years, net income had a relatively minor impact on INDEX reinsurance capital. 

▪ Return of capital was greater than net income itself and dividend payments dominated over share buy-backs. 

  

 
11 FY2021 restated capital includes FY2021 late filers.  

610 611

527

1 6 (0.8) (9)

(38) (2)

(40)

250

300

350

400

450

500

550

600

650

FY2021 capital Restatements FY2021 capital
(restated)

Net income Capital raise and
debt reduction

Buy backs /
dividends

Unrealised
investment
gain/loss

Other (including
FX movement)

HY2022 capital

National 
Indemnity



Reinsurance Market Report – Half year 2022 

 

© 2022 Arthur J. Gallagher & Co.  8 
The Gallagher Way. Since 1927. 

Consistent decline in capital across the reinsurance industry 

Chart 3: Movement in capital reported as at HY 2022 for the INDEX constituents12 

 

 

 

▪ Reinsurers with larger investment portfolios relative to their capital base are more sensitive to movements in 

investment markets.  RGA, due to its life reinsurance orientation has the highest ratio of investments to capital in the 

INDEX and correspondingly saw the largest drop in capital in 2022 HY.  The capital bases of Munich Re, Hannover 

Re and Swiss Re are also highly geared to investments among the INDEX companies. 

▪ All of the +20% decreases in the values of reported equity can be attributed almost exclusively to unrealised losses 

on fixed income securities. Swiss Re’s drop in equity can be additionally explained by a significant dividend payment. 

 

  

 
12 Excludes companies who have not yet reported 2022 HY 
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Return of capital 

Return of capital was greater than net earnings in 2022 HY 

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

 

 

 

▪ As a continuing trend since 2019 HY, total payouts (dividends plus buy-backs) measured as a percent of 

shareholders’ equity declined slightly in 2022 HY, but remain relatively healthy, averaging 2.1% of equity 

(considering that HY payouts are always seasonally low). 

▪ The picture is more volatile when measured as a percent of earnings, due to volatility of the denominator.  On this 

basis, total payouts increased to an abnormally high 155%, meaning that reinsurers paid out more than they earned.  

Dividends dominated over share buy-backs, with 80% of dividends coming from the ‘Big Four’ reinsurers: Hannover, 

Munich Re, SCOR and Swiss Re. 

▪ Share buy-backs as a proportion of capital have decreased steadily since 2019 and have now hit their lowest levels 

since 2014. 

▪ The fact that reinsurers continued to return healthy amounts of capital to shareholders, despite declines in equity and 

net earnings, evidences managements’ confidence in their business models. 
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More consistent pay outs across the industry 

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

 

 

 

▪ As a group, in 2022 HY reinsurers were more consistent in distributing capital than in the equivalent period of 

the previous year. In 2021, Renaissance Re, Arch Capital and Swiss Re made exceptional pay outs, while 

others made none. 

▪ The companies that started returning capital to shareholders after the pandemic include Conduit Re, White 

Mountains Insurance Group Ark, Partner Re and QBE. 

A tightening of supply relative to demand, although not as dramatic as simple measures would indicate 

Chart 6: AIR loss scenarios and premiums vs capital13 

 

 
13 Source: AIR Global Modeled Catastrophe Losses report. AAL is AIR’s mean value of a loss exceedance probability (EP) distribution.  It is the expected loss per year, averaged over many 
years. 2022 HY premiums are annualised. 
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• If the reinsurance industry’s capital base is ‘supply’, then a proxy for ‘demand’ is the premiums ceded to reinsurers. 

Another proxy, available only on an annual basis, is catastrophe modelling agency AIR’s aggregate annual loss 

(AAL).14 

• 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.  Capital is measured on an accounting basis, 

movements of which are not always in sync with the regulatory and rating agency measures of capital which tend to 

be struck on a more economic basis. 

• Nevertheless, the indicative picture that emerges for 2022 HY is quite striking.  Strong premium growth, coupled with 

the reduction in capital, has significantly pushed up the ratio of premiums to capital.  The 2022 HY ratio stands at 

77%. 

• Other things equal, this would suggest a significant tightening of capacity relative to demand.  The tightening in the 

first half of this year more than erases the steady trend of ‘supply’ growing faster than ‘demand’ seen over 2014-

2020. 

• Other things are not equal, though.  While declining equity markets and widening credit spreads on bonds 

undoubtedly had a negative impact on economic capital, higher interest rates have a much-reduced impact, and 

under Solvency 2 and the Swiss Solvency Test higher interest rates often improve regulatory capital.  Three of the 

European ‘Big Four’ reinsurers saw increases in their regulatory capital ratios in 2022 HY.  Moreover, much of the 

premium growth seen over the past several years has been due to price rather than exposure growth. 

• In short, while there has been some tightening of capacity, it is not as exaggerated as the graphic above.  The 

industry’s ability (and willingness) to continue with significant returns of capital to shareholders is an indication of its 

continuing healthy capital position. 

  

 
14 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 

Losses from investments and natural catastrophes depressed reported ROE 

Chart 7: ROE analysis for the SUBSET 

 

 

 

▪ In 2021 HY reported ROE recovered after the pandemic shock of 2020, and the underlying ROE increased as well - 

normalised for investment gains and losses and natural catastrophe losses. In 2022 HY, in which COVID losses 

were nearly zero and natural catastrophe losses were also well-contained, reinsurers’ ROE suffered from losses on 

investments. 

▪ Our calculations of natural catastrophe losses show relatively stable levels between HY 2021 and HY 2022, at 3.5% 

and 3.7% respectively. However, with the global trend of natural catastrophe losses increasing every year, the 

normalised natural catastrophe loss depressed 2022 HY ROE by 7% compared to 3.8% in HY 2020 and 5.3% in 

2021. 

▪ The impact of prior year development, which we strip out from underlying ROE, rose slightly in 2022 HY to 1.3%. 

▪ Our largest adjustment to the 2022 HY ROE is for investment gains and losses. In 2021 HY the markets bounced 

back after the pandemic turmoil and companies recorded both realised and unrealised gains from increases in the 

values of investments, in particular equities. These gains had an overall positive impact of 5.1 percentage points on 

ROE. 

▪ In 2022 HY this reversed: investments suffered from higher discounts applied to both fixed income and equity 

instruments. In result we see an 11.6 percentage point cost on reinsurers’ ROE. 

▪ Overall, while the reported ROE fell from 13.9% in 2021 HY to 0.4%, we calculate that the underlying ROE improved 

further, from 6.3% to 7.5%. 
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Unrealised losses drive trends in underlying ROE 

Chart 8: ROE components for the SUBSET 

 

  2020 HY 2021 HY 2022 HY 

Reported ROE -0.7% 13.9% 0.4% 

Remove nat cats (ex-COVID) 1.5% 3.5% 3.7% 

Remove COVID losses 6.1% 0.2% 0.0% 

Add in normalised nat cats -3.8% -5.3% -7.0% 

Remove prior year development -0.3% -0.8% -1.3% 

Strip out investment gains/losses 0.0% -5.1% 11.6% 

Underlying ROE 2.7% 6.3% 7.5% 

    
Composition of underlying ROE    
Underlying underwriting margin 0.4% 0.5% 0.1% 

Running investment income 5.6% 7.1% 8.7% 

Other income / expenses -3.3% -1.3% -1.4% 

Underlying ROE 2.7% 6.3% 7.5% 

 

▪ Looking at the components of the underlying ROE, the contribution from the underlying underwriting margin 

deteriorated, from 0.5% in 2021 HY to 0.1%.  This is consistent with the deterioration in the underlying combined 

ratio. 

▪ However, the contribution from running investment income improved to 8.7%.  We strip out the strong negative 

impact from investment losses to focus on the more recurring component of investment income.  The contribution to 

ROE improved even though the running investment yield declined slightly, due to different constituent weightings 

applied to these two metrics. 
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Underlying ROE continues to improve but still remains below the industry’s cost of capital 

Chart 9: ROE time series for the SUBSET15 

 

 

 

• Although severe natural catastrophe losses seem to be the new norm of the last few years and reported ROEs have 

seen significant volatility from investment markets, we calculate a steadily improving underlying ROE.  It reached 

7.5% in 2022 HY, its highest level since 2014, and it is now finally beginning to approach the sector’s cost of capital 

(which we source from S&P, with the latest figure being as of 2021). 

  

 
15 S&P estimated WACC (weighted average cost of capital) figures. Underlying ROE excludes investment gains/losses for 2018 onward. 
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Significant variance in reported ROE in HY 2022 

Chart 10: Reported ROE for the SUBSET constituents16 

 

 

 

• While all the SUBSET companies were in a positive ROE territory in 2021, albeit with different results, the 2022 

HY data show a completely changed performance, with half of the SUBSET continuing to post positive ROEs 

and half falling into negative territory. 

• The companies that reported negative ROE recorded both decreased average shareholder equity and net 

losses, where the increase in negative income drove the ratio down more than the equity decrease. 

 

  

 
16 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: 2022 change in relevant17 net earned premium (USD basis) for the SUBSET constituents 

 

 

Premium growth remains high 

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

 

 

 
17 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 13.5%, although a decrease from 2021 HY’s 

15%, which was the strongest growth rate we have seen since at least 2015. The growth trend continued to be aided 

by price increases at both primary and reinsurance levels. 

• More than half of companies reported premium growth in double digits.  

• Sirius Point Re’s 181% growth was primarily a result of strong growth in A&H and an increased contribution from 

strategic partnerships.  
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Combined ratios 

Reported combined ratio has improved, but underlying is less strong  

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

 

 

 

Underlying combined ratio increased by growing natural catastrophe losses 

Chart 14: Combined ratio detail for the SUBSET18 

SUBSET 
2014 
HY 

2015 
HY 

2016 
HY 

2017 
HY 

2018 
HY 

2019 
HY 

2020 
HY 

2021 
HY 

2022 
HY 

Reported combined ratio 90.4% 90.4% 93.7% 94.0% 93.3% 94.9% 104.1% 94.1% 93.0% 

Remove prior year development 4.5% 5.2% 5.2% 3.6% 3.0% 1.2% 0.7% 1.3% 1.6% 

Accident year combined ratio 94.9% 95.6% 98.9% 97.6% 96.3% 96.0% 104.8% 95.4% 94.7% 

Strip out nat cat loss -2.5% -1.2% -4.6% -2.3% -1.2% -2.6% -3.3% -5.6% -5.0% 

Strip out COVID loss             -11.1% -0.4% -0.1% 

Ex-nat cat accident year CR 92.4% 94.4% 94.3% 95.3% 95.1% 93.4% 90.4% 89.4% 89.6% 

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

Underlying combined ratio  98.8% 100.8% 100.7% 101.7% 101.5% 100.5% 98.6% 98.4% 99.7% 
          

Expense ratio         33.1% 32.2% 30.8% 29.6% 29.4% 

Ex-nat cat accident year loss 
ratio 

        62.0% 61.2% 59.6% 59.8% 60.2% 

Ex-nat cat accident year CR         95.1% 93.4% 90.4% 89.4% 89.6% 

 

  

 
18 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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▪ The 2022 HY reported combined ratios improved slightly from the 2021 equivalent period. On average, companies 

reported a 93.0% combined ratio versus 94.1% in the equivalent period of last year. The improvement can be 

attributed to a number of factors:  a stronger ex-natural catastrophe accident year loss ratio as price increases have 

so far outstripped claim trends, greater benefit from reserve releases, reduced natural catastrophe and COVID 

losses, and a slightly better expense ratio. 

▪ However, these positives are offset by an increase in the normalised natural catastrophe load we apply (the five year 

moving average of actual natural catastrophe + COVID losses).  This load has been steadily growing since 2018, 

from 6.4% to 10.1% in just over four years. 

▪ Underlying combined ratios have been below 100% since the pandemic. The two years of the pandemic saw 

decreased levels, just over 98% in average combined ratio, but in HY 2022 the ratio is only 30 basis points short of 

100%.  

 

Most companies achieved an improvement in reported combined ratio and nearly all achieved sub-100% 

Chart 15: Reported combined ratios for the SUBSET constituents 

 

 

 

▪ Most companies reported an improved combined ratio in 2022 HY and all but SCOR achieved a combined ratio less 

than 100%.  SCOR’s combined ratio was impacted by natural catastrophe losses, losses from the Brazilian drought 

and reserve strengthening relating to claims in the 1970s-80s in its US casualty portfolio. 
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Prior year loss development (PYD) 

Support from reserve releases continued to increase through HY 2022 

Chart 16: Prior year development impact on combined ratio for the SUBSET19 

 

 

Prior year development in absolute terms increased versus 2021 HY 

Chart 17: Prior year development for the SUBSET (positive number = benefit) 

 

 

• In HY 2022, reserve releases benefitted companies’ combined ratio by 1.6 percentage points, which is a slightly 

larger benefit than 1.3% in 2021 HY. We note an increasing trend for three consecutive HYs albeit still sitting much 

lower than 2016.  

• As a percentage of group pre-tax profit, reserve releases averaged 229% for the SUBSET in 2021. Although the total 

amount of reserve releases had a modest increase, pre-tax profits have reduced significantly this year. This has 

resulted in the spike in prior year development as a percent of pre-tax profit shown above. 

• Most of the SUBSET companies maintained the direction of reserve strengthening or reserve release as at FY21.  

 
19 Positive number indicates a favourable prior year impact. 

4.5%

5.2% 5.2%

3.6%

3.0%

1.2%

0.7%

1.3%

1.6%

0%

1%

2%

3%

4%

5%

6%

2014 HY 2015 HY 2016 HY 2017 HY 2018 HY 2019 HY 2020 HY 2021 HY 2022 HY

3,042

2,083
1,962

534
380

886

1,270

-30.0%

-10.0%

10.0%

30.0%

50.0%

70.0%

90.0%

110.0%

-1,000

-500

0

500

1,000

1,500

2,000

2,500

3,000

3,500

2016 HY 2017 HY 2018 HY 2019 HY 2020 HY 2021 HY 2022 HY

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

-55.0%

229.0%



Reinsurance Market Report – Half year 2022 

 

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

Expense ratios 

Expense ratio continues to decline, driven by strong premium growth  

Chart 18: Weighted average expense ratio for the SUBSET20 

 

 

 

▪ Since 2018 average expense ratios for the SUBSET have been consistently improving. 2021 was the first year when 

the average ratio dropped below the 30% mark, and 2022 HY saw it fall to 29.4% level. The improvement, however, 

did slow in 2022 HY.  While premium growth remained strong, growth in the absolute level of expenses also picked 

up, with both expenses and premiums growing by roughly 13%. 

▪ One driver of the growth in expenses is surely inflation.  Another, however, is the industry’s continued technology 

investments and digitalisation of the underwriting process.  This has been partly triggered by the pandemic and 

should result in long-term efficiencies. 

▪ The continued modest improvement in expense ratios creates an offset to headwinds for loss ratios. 

  

 
20 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 

Lower investment result as gains yield turns negative 

Chart 19: Investment yield for the SUBSET21 

 

 

 

Almost two thirds of SUBSET companies reported a negative investment yield 

Chart 20: Investment yield for the SUBSET constituents 

 

 

 
21 Running yield captures items such as bond coupons, equity dividends and interest income 
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▪ The overall investment yield dropped sharply to -1.3% (2021 HY: 4.1%) contributing to a decline in the reported 

ROE.  

▪ The driver of this deterioration was the fall in the gains yield to -3.5% (2021 HY: 1.7%), which was driven mainly by 

significant unrealised investment losses reported by certain North American and Bermudan (re)insurers which, under 

U.S. GAAP, flowed through the P&L and stemmed from falling equity markets and lower bond values as interest 

rates rose. Although a less significant driver of the fall in the gains yield, realised gains also reduced. 

▪ The running yield, which is the more recurring component of investment income, was down marginally to 2.2% (2021 

HY: 2.4%).  

 

  



Reinsurance Market Report – Half year 2022 

 

© 2022 Arthur J. Gallagher & Co.  24 
The Gallagher Way. Since 1927. 

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 2021 HY capital position for late filers. The impact is the USD 1 billion ‘Restatements’ 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 HY 2022 is based on FY 2021 disclosure. 

(3) Companies which have a March 31 financial year-end. Data for the year ended 31 March 2022 is included in the column headed FY 2021 (and similar for 

prior years), and HY 2022 data is also based on year-end 31 March 2022 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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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. 

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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