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- VOLVING RISK
SIRATEGIE

he option of using a captive in

companies’ risk management and

transfer strategies is now more

topical than ever in Asia Pacific

(Apac). This is driven by the
changing insurance market, the increasing
challenges of managing today’s risks and
the relatively slow evolution of the tradi-
tional insurance industry to address cus-
tomers’ risk with suitable solutions. This
applies to large multinational corporations
and many mid-sized companies. Some
experts believe the current pandemic will
further accelerate these developments and
eventually establish a changed environ-
ment.

At the same time, captive usage is
increasingly supported by certain Asian
economies (e.g. Hong Kong, Malaysia and
Singapore), which have targeted regula-
tions to facilitate captives. For instance, the
Monetary Authority of Singapore (MAS)
has stated that captive insurance forms an
important part of Singapore’s offering as a
global capital for Asian risk transfer’.

h Insurance highlight the evolving

mpanies in the Asia Pacific region

John Bang

John Bang leads the captive proposition for Zurich
Singapore. He joined Zurich Insurance Company Ltd
(Singapore Branch) in 2013 and heads the Korea
desk for all lines of business. He is also a global
relationship leader for one of our largest Relation-
ship Customers in Asia. Prior to joining Zurich, John
worked for KoreanRe and Chubb, and oversaw
underwriting and business development for hull,
cargo, marine liability and builders’ risk for faculta-
tive and treaty reinsurance in South East Asia.

Reginald Peacock

Reginald Peacock is chief executive officer, Zurich
Singapore Branches and head of commercial
insurance, Zurich Asia. Peacock joined Zurich in
2007 as regional head of customer, distribution
and market management and was a key member
of the team that formalised Zurich’s Commercial
Insurance (CI) business in Asia Pacific and ran Cl in
Japan from 2014 to 2017. Before Zurich, Peacock
was with Jardine Lloyd Thompson for 21 years -
London from 1986 and then JLT Asia in 1991.

In Europe and North America, captive
owners have a long tradition of addressing
these challenges, using their captives to:

- Optimise insurance and reinsurance
structures

- Bring two worlds (life and non-life) into
one reinsurance captive

- Benefit from arbitrage opportunities in the
markets (pricing, coverage and capacity)

- Strengthen the core business of the cap-
tive owner
+ Develop solutions for new risks

A key component in these solutions is
the insurance company partner. The right
partner can front and provide the under-
writing, claims, risk engineering and
operational infrastructure needed as well
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uCOMMON SINGLE PARENT REINSURANCE CAPTIVE STRUCTURE

Insurance

Insurer

Capitalization

Dividends payments

International and
domestic policies

Claims settlement

> (fronting
company)

Collateral

Reinsurance
(e.g. LoC)

Captive

Retrocession

Retrocessionaire(s)

(Reinsurance market)

>

Cashflow /
collateralization

Premium payment and
risk transfer / claims
payment

as detailed knowledge of insurance tax
and regulation considerations, and effi-
cient access to the reinsurance market
(Please see chart above for an overview
of the most commonly-used structure,
the common single parent reinsurance
captive).

The role of the insurance company
partner has evolved with the way in
which captives participate in their par-
ents’ risk programme. Many traditional
structures focused on the primary layer
of risk, aligning the interests of the cus-
tomer and insurers to improve risk man-
agement - reducing the cost of risk.

Over time, captives have expanded their
participation across the risk financing
environment, accessing reinsurance, ret-
rocession and Insurance-Linked Securi-
ties (ILS) markets. In these circumstances,
the complexity of the insurance activities,
credit risk, insurance tax, insurance reg-
ulations and the sophisticated logistical
infrastructure requires a highly resourced
and capable insurance partner. The ability
of the insurance partner to manage claims
is particularly relevant.

Zurich Insurance is one of the few insur-
ers with the international experience and
expertise required to manage such com-
plex captive requirements on a global scale
- comprehensive support that is consistent,
end-to-end, worldwide and able to:

“Some experts believe
the current pandemic
will further accelerate
these developments
and eventually
establish a changed
environment”

- Simplify management across lines of
business

- Solve complex insurance problems

+ Access a strong and reliable global network

+ Address insurance premium tax compli-
ance for captive programmes

- Provide accurate, transparent and timely
bordereaux reporting through a single
and centralised reinsurance clearing
house concept

- Provide relevant risk insights and indus-
try benchmarking to help optimise cap-
tive retentions

Follow a holistic approach

A captive can be used to maximise effi-
ciency in an insurance programme. The
Arbitrage opportunities can be categorised
as follows:

Pricing arbitrage - especially
for medium and high excess layers
between the insurance, reinsurance
and ILS market

. Coverage and wording arbitrage
- tailoring insurance programmes, for
example on cyber risk, with wordings
that meet the captive owner’s expec-
tations. If it is correctly priced, the
captive’s insurance coverage could be
broader than that of the retrocession
level behind the captive.

Capacity arbitrage - as devel-
oped in the banking and mining
industry. Such a solution generally

requires substantial captive risk reten-
tion and understanding of the counter-
party credit risk.

Conclusion
The current market environment and expe-
rience from different countries provides an
opportunity for businesses in Apac to take a
fresh look at their risk financing solutions.
The experience, resources and expertise
of the insurance partner chosen are crucial
-this is an ideal time to examine the oppor-
tunities provided by captive reinsurance
solutions and initiate or deepen discus-
sions with the right partners. &
"https://www.mas.gov.sg/news/speeches/2017/
metamorphosis-singapore-as-a-global-capi-

tal-for-asian-risk-transfer
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captives. As an industry
TO NEW HEIGHTS. isirin i s
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Zurich can draw on more
than 25 years of experience
to help you realize the
{ ) benefits of your captive.

ZURICH INSURANCE. o
FOR THOSE WHO TRULY LOVE THEIR BUSINESS. ZURICH

This is intended as a general description of certain types of insurance and services available to qualified customers through subsidiaries within the Zurich Insurance Group, as in
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