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Management Summary
Canopius Reinsurance AG (CRe) (Name changed in March 2018 from Sompo Japan Canopius
Reinsurance AG to Canopius Reinsurance AG) forms part of Canopius Group owned by a private
equity consortium led by Centerbridge Partners, L.P. CRe is embedded in the Group management
structure and corporate governance framework. CRe is supported by Group functions to optimise
operations through defined Service Level Agreements (SLA). Between May 2014 and March 2018,
Canopius Group was owned by Sompo Japan Nipponkoa Insurance, Inc. (Sompo), an ‘A+’ rated
company and one of the top three Japanese P&C insurers. In September 2017, Sompo agreed to the
sale of the Canopius Group to a private equity consortium led by Centerbridge. The deal completed in
March 2018.
At the end of 2017 the strategic purpose of CRe was re-evaluated and the entity ceased writing
underwriting open market reinsurance business and commenced underwriting reinsurance of other
Canopius Group entities. CRe’s two branches in Singapore and the US were closed in 2017 and both
licences rendered. No business was written in either of the closed branches during their existence.
Therefore, starting in 2018, CRe exclusively operated as a Group internal reinsurance carrier. The
Swiss office did not underwrite any business. All intra-group reinsurance treaties have been
underwritten through the Bermuda branch.
The ﬁnancial result for 2018 is mainly affected by very high catastrophe losses in the USA caused by
the California Wildfire and the proportionately allocated losses from the new 60% quota share
contract written in 2018 with Flectat Limited (Flectat), a Canopius Group company. While the losses
are high in absolute terms, they fell within the modelled range of outcomes. CRe’s result reflects the
composition of its book, which largely consists of high margin but volatile NatCat business.
The company reports an annual loss of CHF 38.3m. At the same time, the balance sheet total
increased by CHF 63.2m to CHF 820.6m. At year's end, the recorded shareholder equity of CHF
397m remained at a high level comparable to the previous year. ln relation to the balance sheet total,
the shareholder equity was 48.4% compared with 57.2% in the preceding year.
CRe’s risk management strategy is aimed at maintaining CRe’s financial strength, safeguarding the
reputation of CRe and the Group and enabling CRe to protect and generate sustainable shareholder
value. Therefore the two main elements of CRe’s risk management approach are a system of internal
controls aimed at avoiding and reducing undesired risk and regular analysis and measurement
(quantification) of risks.
The primary tool for measuring and quantifying risks at the legal entity level is the internal riskmodelling framework developed for the Swiss Solvency Test (SST) and based on the Group capital
model.
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1

A. Business Activities

1.1

Group Information

CRe, incorporated and registered in Switzerland, is a reinsurance company owned fully by Canopius
AG (Group). Fortuna Holdings Ltd. is the ultimate controlling party owning 100% of the Group.

1.2

Branches

CRe maintains a branch office in Bermuda.

1.3

External Auditors

Ernst & Young Ltd is the financial and regulatory auditor for 2018.

1.4

Strategy, Objectives, Key Business Segments

The protracted soft market conditions, which have shaped the business environment of the Company
and the Group in recent history, have alleviated following the 2017 and 2018 catastrophes. Even
though, rate increases have been more moderate than initially expected, the ongoing market
softening appears to have halted. However, with significant political and economic uncertainties,
vulnerabilities to a shock still exist Inﬂation spikes, increasing levels of protectionism and the return to
volatility in equity and bond prices, all pose signiﬁcant risks to stability.
The risks to economic growth remain signiﬁcant not least because of UK‘s decision to leave the
European Union ("Brexit"). EU membership and access to the single market has enabled underwriters
at Lloyd's to underwrite insurance and reinsurance from all of the other member states on a crossborder basis. The underwriters operate under a "passport" system, which allows them to conduct
business throughout the EU while being regulated and supervised by the Prudential Regulation
Authority ("PRA").
In 2018 the key Business Segment of CRe was exclusively operating as a Group internal reinsurer.

1.5

Significant Unusual Events

The management buyout to Centerbridge was completed on March 9, 2018 and the name changed
from Sompo Japan Canopius Reinsurance AG to Canopius Reinsurance AG. The Group, including
Canopius Reinsurance AG, is operating as an independent company with its own management,
strategy, underwriting and overall concept.
All remaining quota share contracts from previous years with the Group were commutated. This
concerns the internal quota share contracts with Syndicate 4444 and Syndicate 958 and the quota
share contract with Everest Re. The termination of these contracts resulted in a gain of CHF 5.5m
from the discounting effect.
Funds at Lloyds (FAL) have again increased the amount of funds required by its members since last
year. By the end of December 2018, CRe contributed CHF 367.4m pledged assets to cover the funds
required by the Group to support its interest in the 2019 Year of Account (YOA) of Syndicate 4444.
The additional assets pledged by CRe to FAL on behalf of the Syndicate are indemniﬁed by Flectat
Limited at market conditions. Even after this transaction, the calculation of CRe's SST ratio still shows
a comfortable level of over 120% with the assumption that the target capital is still the same as at the
beginning of the year. However, it can be assumed that the target capital at the end of the year was
considerably lower than at the beginning of the year, as no new business was written and the
exposure decreased in the course of the year.
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2

B. Performance

2.1

Premiums, Costs, Claims

ln the previous ﬁnancial year, CRe was again affected by natural catastrophe events in the USA. The
company reports an annual loss of CHF 38.3m. At the same time, the balance sheet total increased
by CHF 63.2m to CHF 820.6m. At year's end, the recorded shareholders’ equity of CHF 397m
remained at a high level comparable to the previous year. ln relation to the balance sheet total, the
shareholders’ equity was 48.4% compared with 57.2% in the preceding year.
The costs incurred were higher than planned due to additional restructuring costs for the redomiciliation of the company from Zurich to Bermuda. Gross written premiums increased by CHF
233.8m and the underwriting margin increased by CHF 63.4m, well above the previous year's value
(CHF-65.1m in 2017). The reason for this increase is the new 60% quota share contract with Flectat.
The combined ratio dropped from 184% in 2017 to 121% in the reporting period.
The administration costs in 2018 amounted to CHF 42.2m, which corresponds to an administrative
cost ratio of 19.9% (14.8% in 2017). The high cost ratio is mainly due to additional one-off redomiciliation costs and the strategic realignment of the company. Direct costs were additionally
burdened by reallocated Group expenses resulting from outsourcing of services to the Group.

2.2

Comparison with Previous Reporting Period

The ﬁnancial result for 2018 is mainly affected by very high catastrophe losses in the USA caused by
the California Wildfire and the proportionately allocated losses from the new 60% quota share
contract written in 2018 with Flectat Limited (“F|ectat"), a company of the Group. While the losses are
high in absolute terms, they fell within the modelled range of outcomes. CRe’s result reflects the
composition of its book, which largely consists of high margin but volatile NatCat business.
For the quantitative comparison, we refer to the attached financial statements.

Comments on Quantitative Template “Performance Non-Life Solo”

2.3

We refer to the attached completed template “Performance Solo RV”.
2.3.1 Income from underwriting business
Gross premium written includes the premium from external and intra-group quota share contracts:




Gross premium (external): Total Gross premium 2018 was CHF 13.4m compared to CHF
89.4m in 2017. This decrease primarily pertains to management decision to cease writing
new business in anticipation of internal restructuring plans, including the re-domiciliation of
the entity to Bermuda, hence a natural decrease in underwriting activities during 2018.
Gross premium (Intra-group QS): Flectat QS, which incepted during 2018, increased the intragroup gross written premiums from CHF 18.4m in 2017 to CHF 327.9m in 2018.

Net premiums earned include the unearned portion of reinsurance contracts that were written and increased by CH 117.6m compared to the previous year. The main part of the increase with CHF 148.4m is descending from the intra-group quota share Flectat, which incepted during 2018.
2.3.2 Expenses from underwriting business
Gross claims paid and claim expenses paid increased by 41.9% compared to 2017. This increase
is due to paid claims regarding major loss events such as the hurricanes Harvey, Irma and Maria at
the end of 2017.
Reinsurer’s share of claims and claims expenses decreased by 96% to 0 in 2018. This decline is
driven by the decrease in ordinary retrocessions (-94.4%) in comparison with 2017.
Change in technical provisions is primarily driven by the significant increase in UPR together with a
change in loss reserves for future claims due to the hurricanes Harvey, Irma and Maria in 2017.
Acquisition costs and underwriting expenses consist of commissions, brokerage, profit
commission, and other variable costs that relate to the successful securing of new contracts and the
renewing of existing contracts. These costs decreased significantly by 92.4% compared to 2017.
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These differences can be explained through the decline in business activity due to the decision of redomiciliation to Bermuda.
Administrative expenses have increased in 2018, mainly due to the increase in the recharge &
reclassification expenses. The recharge & reclassification expenses pertain to costs invoiced from
intra-group companies. Due to the inception of the intra-group Flectat quota share in 2018 the
recharging of costs has increased, as this amount is calculated based on a percentage of intra-group
business.
2.3.3 Net investment income
We refer to chapter 2.4.1 and 2.4.2
2.3.4 Other income and expenses
We refer to the attached financial statements note 19.
2.3.5 Profit / Loss
The company reports an annual loss of CHF 38.3m. This ﬁnancial result for 2018 is mainly affected by
very high catastrophe losses in the USA caused by the California Wildfire and the proportionately
allocated losses from the new 60% quota share contract written in 2018 with Flectat.

2.4

Investment Income and Expenses, Comparison with Previous Reporting
Period and Remarks

For the quantitative disclosure, we refer to the attached financial statements, note 17 and 18.
2.4.1 Income from investments
This position includes interest and dividend received, direct income from fixed income securities,
realized gains on sales of collective investments and book gains from collective investments. The
position remained relatively stable year on year.
2.4.2 Expenses from investments
This position includes realized losses from foreign currency investments and book losses from fixed
income securities. For the current period this amount pertains to unrealized losses, of which CHF 11m
are related to fixed-interest securities, realized losses of which CHF 5.6m is related to fixed-interest
securities and lastly CHF 1.5m is pertained to management fees and expenses of the investments.

2.5 Profits and Losses recognised directly in Equity
There were no profits and losses recognised directly in equity.

2.6 Other Material Income and Expenses during the Reporting Period
There were no other material income or expenses during the reporting period.
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3

C. Corporate Governance and Risk Management

3.1 Composition of Board of Directors and Management
The Board of Directors is composed of the following members:
Chairman

Michael Watson

Directors

David Broome
Hans Künzle
Paul Meader

The following changes were recorded compared to the reporting period 2017:
- Paul Jonathan Meader joining as a new member
- Leaving of Yoshitaka Abe and Nigel Frudd.
In 2018, the Executive Board was composed of the following members:
Chief Executive Officer
Chief Financial Officer
Chief Underwriting Officer

Patrick Schumacher
Igor Mastromonaco
Charles Craigs

Changes in the structure compared to the reporting period 2017 are:
- Charles Craigs as new Chief Underwriting Officer
- Integrating the position Chief Operating Officer into the Chief Executive Officer position.

3.2 Risk Management System, Risk Strategies, Methods, Processes
The careful selection and underwriting of insurance risks is at the core of CRe’s business model. The
Company deploys a variety of risk management tools, processes and functions to manage its
operational and financial risks, and seeks to optimize the balance between risks taken and earning
opportunities.
CRe’s risk management strategy is aimed at:




Maintaining CRe’s financial strength
Safeguarding the reputation of CRe and the Group
Enabling CRe to protect and generate sustainable shareholder value

The two main elements of CRe’s risk management approach are:



A system of internal controls aimed at avoiding and reducing undesired risk
Regular analysis and measurement (quantification) of risks

The primary tool for measuring and quantifying risks at the legal-entity level is the internal risk
modelling framework developed for the SST and based on the Group capital model.
Risks are identified and classified according to their potential exposure to one or to a combination of
the following risk types: insurance, market, credit, operational, liquidity, reputational and strategic
risks.
3.2.1 Risk evaluation and measurement
The evaluation and quantitative measurement of the risks are documented in the quarterly Internal
Risk Report.
Risk is defined as the possibility of a future deviation from a predefined goal, which can, individually or
cumulatively and significantly affect the financial situation of CRe.
CRe determines the economic capital required to absorb losses from risks crystallising by using the
stochastic internal risk model as developed for the SST. The economic risk capital corresponds to the
99% Tail Value at Risk (TVaR) over a one-year time horizon. This represents an estimate of the
expected annual loss likely to occur with a frequency of less than once in one hundred years.

Canopius | 2018 FCR
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3.3 Risk Management, Internal Audit and Compliance Function
Risk management, internal audit and compliance function are outsourced to the Group. CRe has
defined the scope of internal structures and processes, responsibilities and segregation of duties
between risk management, compliance and internal control system within a three lines of defence
model. The Board has overall responsibility for reviewing the effectiveness of the systems of risk
management, compliance and internal control and implements important enhancements in a timely
manner. The Directors are aware that such a system is designed to manage, rather than eliminate,
the risk of failure to achieve business objectives and can only provide reasonable and not absolute
assurance against material misstatement or financial loss
The internal audit of the Group reports to the Board of Directors of CRe, in accordance with the
instructions issued by the CRe Board. It has the duties and responsibilities defined by the board. The
risk management and compliance function report directly to the CRe CEO.
The risk management, compliance and internal audit functions are important elements of CRe’s
governance and control framework which relies to the three line of defence model. Each function is
led by an experienced and knowledgeable individual who is deemed by CRe to be fit and proper and
CRe ensures that appropriate resources are in place.

3.4 Material Changes
In 2018, there were no material changes to the Risk Management, Internal Audit and Compliance
functions.

3.5 Internal Control System
CRe has a holistic approach to the Internal Control System (ICS) and its application is a continuous
process, mainly based on the segregation of duties. The ICS is adjusted periodically to reflect
changes in the business and control environment.
CRe adheres to the Group framework of regulations and policies.

Canopius | 2018 FCR
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4

D. Risk Profile

4.1 Qualitative and Quantitative Information by Risk Categories
CRe’s risk profile and internal control environment are monitored through the processes underlying
the ERM Framework. These are structured around the Group’s Risk Universe, the inventory of all
types of risk that are identified as inherent in business strategies and objectives.
Both qualitative and quantitative risk assessment methods are used to develop a holistic view of the
risk profile. Where possible, objective risk measures and Key Risk Indicators are developed.

4.2

Insurance Risk

Insurance risk is defined as risk of loss arising from inherent uncertainties as to the occurrence,
amount and timing of insurance liabilities and premiums. This is further broken down into three main
sub categories: Premium, Reserving and Catastrophe risk.
For the quantitative information, we refer to chapter 7.2 Target Capital.
4.2.1 Premium risk
Non-cat experience across both 2016 and 2017 YOA has seen CHF 1m more claims than expected in
the quarter. Over the year, the net underwriting result deteriorated by CHF 2.6m.
4.2.2 Reserving risk
Underlying reserving processes continue to be reviewed and enhanced. The quarterly deterioration in
2018 is due to the inclusion of 2018 event recoveries from the protection of the Group’s US Insurance
account, all in relation to the Californian Camp Wildfire. The improvement in the quarter of 2017 is
predominantly on the Bermuda Property Retro class and follows reductions of CHF 3m on the 2017
calendar year events.
4.2.3 Catastrophe risk
Given CRe’s strategy, catastrophe risk has been a key driver of risk and capital. Ineffective aggregate
management has therefore been considered a top risk, albeit one which is considered to be well
mitigated through a strong and embedded control framework. The chart below shows how third party
exposure to Catastrophe risk has reduced to near zero. The exposure generated through the Flectat
Quota share arrangement is monitored quarterly against a Board approved risk limit.

CRe (100%) - Third party business excl. intragroup RI
1:100 AEP All Peril Catastrophe Risk Exposure
140
120

$m

100
80
60
40
20
0
CRe Gross
CRe Final Net
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The table below shows the catastrophe risk exposure for CRe as at 31 December 2018.
Basis

Peril

Perspective

Limit

Inforce
Position

Capacity
Remaining

1 in 100
AEP

All Peril

Final Net Loss (C Re paper
specific losses + 60% of
S4444 FLECTAT share)

$250m

$195m

$55m

The reinsurance programmes involved all satisfied underwriting requirements for profit margin and
risk appetite so presented an attractive proposition for CRe to underwrite. The CRe Board delegated
authority for the underwriting of this portfolio to the CUO. CRe only underwrote for clients who had a
previous relationship with the Group and no new clients were to be accepted. The pricing and
aggregation analysis was performed using the Group’s view of risk.

4.3

Credit Risk

Credit risk is defined as the financial loss, if the counterparty fails to perform its financial obligations or
fails to perform them in a timely fashion.
For the quantitative information, we refer to chapter 7.2 Target Capital.
4.3.1 Reinsurance counterparty credit risk
The Reinsurance Security Committee (RISC) is responsible for vetting, approving and monitoring
syndicate reinsurance exposures and has to approve all Reinsurance security. Other than
collateralised arrangements, security will generally be Standard & Poor’s (S&P) rated ‘A-’ or better.
Exposures relating to entities without S&P ratings are reviewed and approved individually. These
entities may have a rating from another rating agency and/ or collateral in place.
CRe retains most of the written business so its reinsurance credit risk is not material. There is no CRe
specific reinsurance programme, however for some classes CRe is endorsed into the Group
programme.
4.3.2 Other counterparty credit risk
Credit risk in respect of other intermediaries is outsourced to the Group. To transact business with
CRe, intermediaries must first comply with internal guidelines that include having a satisfactory credit
rating and having a term of business agreement in place. Once approved, brokers are monitored for
changes to their credit ratings with downgrades automatically notified to the Finance Management
team.
Other Counterparty Credit Risk is considered to be low as the main exposure comes through the
intra-group Flectat Quota Share agreement.

4.4

Market Risk

Market risk is defined as a risk of loss resulting directly or indirectly from fluctuations in the level and
in the volatility of market prices of assets, liabilities and financial instruments. This is further broken
down into five subcategories namely: investment strategy risk, investment asset risk, investment
credit risk, interest rate risk and foreign exchange risk.
The portfolio breakdown below illustrates the split of all CRe holdings by asset class as at end of Q4.
Total funds under management were CHF 538m.
Market risk indicators are monitored regularly and reported to the Board on a quarterly basis. There
were no breaches of risk tolerances during 2018 as shown in the table below.
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Risk
tolerance

Q1

Q2

Q3

Q4

VaR
(3 years, 99.5%)

7.75%

3%

2.9%

2.9%

3.1%

Interest
duration

rate

Interest rate risk

3 Years

1.7

2.0

1.9

1.4

Credit
duration

spread

Credit spread risk

3 Years

1.5

1.6

1.5

1.4

Risk

Risk measure

Investment risk

Uncertainties have increased, given the prospect of a withdrawal of monetary stimulus, trade
concerns and continuing political uncertainty in the Eurozone. Whilst Interest rate risk was the main
contributor to portfolio risk (e.g. US rates rises) it provided income and diversification.
The chart below shows how the VaR risk measure has tracked throughout 2018.
Investment Portfolio Risk Monitoring
99.5% VaR (3 years data)
9%
8%
7%
6%
5%
4%
3%
2%
1%
0%
VaR exposure
VaR limit

Q1
3.00%
7.75%

Q2
2.90%
7.75%

Q3
2.90%
7.75%

Q4
3.00%
7.75%

3 year VaR99.5 risk breakdown (bps)
0

100

200

300

400

500

600

Spreads
Equity
Alternative
Rates
Inflation
Volatility
Stand-alone risk
Diversification
Total risk

4.4.1 Foreign exchange risk
CRe has a low appetite for currency risk and does not speculate on future currency movements. The
general approach is to identify exposures to currency exchange rate fluctuations and to take
reasonable steps to hedge the risk of unacceptable loss. This is often achieved by holding assets in
the same currency as the liabilities, but is also achieved by the use of derivatives.
Foreign exchange risk is being monitored particularly closely at the present time given uncertainties
relating to Brexit which are causing volatility in financial markets.
As of January 2018 new Financial Market Infrastructure Act (FMIA) Derivatives Compliance legislation
was introduced. CRe was unhedged from March until August 2018 as a result of not being able to
place any hedges to ensure the new rules would not be breached. A few reporting requirements had
to be implemented to ensure compliance and the CEO and CFO agreed that a breach of risk appetite
was favoured over a regulatory breach. The mismatch led to CHF 3.6m of FX loss for 2018.
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4.5

Liquidity Risk

Liquidity risk is defined as the risk of being unable to realise investments and other assets in order to
settle financial obligations as they fall due. In order to avoid this risk, CRe ensures that sufficient
financial resources are available to meet liabilities as they fall due. CRe ensures through various
sources that liquidity constraints do not affect their clients or creditors, as this would have significant
regulatory and reputational impact. Liquidity information is reported in monthly Treasury and
Investment reports. These include the liquidity profile (available funds within various periods) and
Strategic Asset Allocations, particularly the amount of funds held in liquid assets such as cash.
The liquidity profile for CRe remained strong during 2018 with over 95% of assets maintained
throughout the year available within 7 days.

4.6

Operational Risk

Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes,
people and systems or from external events. Operational risk is inherent in business operations and
therefore considered an implicit cost of doing business. Where the Group can exercise choice is in the
approach to mitigation through the internal control framework, whilst remaining mindful of the cost of
additional controls relative to the inherent risk and expense base.
Operational risk does not contribute to profit because of that the focus is on risk mitigation.
4.6.1 Operational risk profile
The control environment is monitored through the Risk Control Self Assessment (RCSA) process.
Where controls are not fully operating as intended, there are remedial actions with owners and target
completion dates assigned.
A common finding throughout the RCSA process has been amber rated controls relating to
operational processes that are manual and therefore inefficient and prone to human error. The
‘vulnerable’ control adequacy ratings for Processes Risk and Data Management Risk are examples of
this. This is being reviewed as part of a Group initiative known as the ‘full potential plan’. The Risk
team is working to ensure known deficiencies are captured within enhancement work and also that
there is a robust and controlled implementation of the enhanced operating models to minimise
execution risk.
As described above, CRe is part of the Group and is therefore subject to Group risk. This is the risk of
loss due to the impact of risk events, of any nature, arising in or from membership of a corporate
Group. The primary risk drivers include shared resources across multiple locations dealing with
different legal and regulatory jurisdictions, management/staff stretch and rating agency downgrade.
People Risk continues to be monitored closely in light of the domiciliation to Bermuda, whereby the
Zurich based employees will depart from the entity. As expected, staff turnover figures are currently
high due to the departure of other employees as part of the domiciliation project. Currently, there are
five such employees. They are expected to continue in employment until the domiciliation is complete.
Group HR is responsible for ensuring that all local FINMA requirements are fulfilled by the remaining
employees.
4.6.2 Risk Events
Risk events are defined as losses or near misses resulting from Operational risks. Risk events could
lead to a number of negative consequences such as financial loss, impact on customers, suppliers,
staff or reputation, disruption to business processes and/ or break of regulatory or legal obligations.
Risk event analysis and reporting provides the Group with valuable information on the effectiveness of
processes and controls. This can help identify where improvements may be required. By investigating
the root cause of risk events, the Group can improve operational efficiency by reducing the risk of
future occurrence and strengthening the internal control environment. Furthermore, risk event
analysis provides challenges to risk and control owners during the RCSA process and analysis and
helps to build assumptions that drive stress and scenario testing.
There were three events during 2018, two relating to processes and one due to external factors. All
events were remediated in a timely manner and no financial loss was suffered as a result for two of
the three events. However, as stated above, a loss was suffered relating to inability to hedge currency
causing a FX mismatch.
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5 E. Valuation
5.1

Limited liability quota share

Flectat is the capital provider of around 77%/83% of the Group’s Syndicate 4444’s 2018/2019
underwriting YOA. CRe write a 60% quota share of Flectat’s share of Syndicate 4444’s 2018 YOA
and intend to do the same for the 2019 YOA, which has a contractual limit of liability equal to CHF
358m (USD 360m) plus the premiums payable under the contract.
The CHF 358m (USD 360m) limit of liability is fully collateralised with CRe’s cash and investments,
held in a trust account for the purpose of settling any and all liabilities of CRe under the contract, in
excess of the premiums payable. This collateral will be held for the duration of the contract, which is
anticipated to be 36 calendar months following inception (i.e. 31 December 2021). Holding these
assets in trust effectively encumbers them, hence why CRe have chosen to exclude them and the
modelled capital requirements of the contract from the SST.
Due to currency movements and updated market values the Assets held in FAL at 1.1.19 equal CHF
371m (USD 369m). There are also CHF 264m (USD 263m) of Assets held in relation to the 2018
quota share, which are matched by a similar amount of Liabilities. These have also been excluded
from the SST calculation.

Total Swiss GaaP
- Flectat (IFRS basis)
- Assets @FAL
- Swiss Gaap Margin
Total Market Consistent
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Assets
Liability
RBC
Mvmt RBC
$825.2m ($425.6m)
$399.6m
$399.6m
$262.8m ($318.7m)
$455.5m
$55.9m
$369.0m
$86.5m ($369.0m)
$0.0m
($8.7m)
$95.2m
$8.7m
$193.4m

($98.2m)

$95.2m
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5.2

Assets

5.2.1 Value of Assets by Asset Class
The value of assets by asset class as at 31/12/2018 is:

Market Value
Market Value
Intangible assets
$0.0m
Loans
$0.0m
Government Bonds
$6.9m
Corporate Bonds
Investment funds Bonds
Investment funds Money-market
Investment Other funds
Investment funds Alternative investments
Interest rate related instruments
Currency related instruments
Structured products
Asset-backed securities (ABS)
Other receivables from insurance business
Receivables from insurance companies (incl. deposits)
Other receivables from other debtors
Cash
Tangible fixed assets
Accrued interest and rents
Other accrual and deferral items
Total Assets

$20.4m
$16.8m
$18.7m
$19.4m
$0.0m
$0.0m
$0.0m
$59.3m
$0.0m
$0.0m
$18.8m
$7.3m
$25.8m
$0.0m
$0.0m
$0.0m
$193.4m

(%)
0%
0%
4%

11%
9%
10%
10%
0%
0%
0%
31%
0%
0%
10%
4%
13%
0%
0%
0%
100%

5.2.2 Valuation Basis, Methods and Key Assumptions
All CRe assets are measured in accordance with IFRS 13 principals and presented in the SST at their
fair value. All cash and short-term deposits with an original maturity of three months or less are
considered as cash equivalents and valued at cost which approximates their fair value.
Value of CRe Investment assets is CHF 140.7m (USD 141.5m) which is 73% of Total Assets Market
Value. 19% of the investments are held in Fixed Income Bonds, 39% invested in various Funds and
42% in securitized assets:

Loans
Government Bonds
Corporate Bonds
Investment funds
Structured products
Instruments
Asset-backed securities (ABS)
Total Investments

Market Value
Market Value (%)
$0.0m
0%
$6.9m
5%
$20.4m
14%
$54.9m
39%
$59.3m
42%
$0.0m
0%
$0.0m
0%
$141.5m
100%

5.2.3 Quantitative and Qualitative Explanatory Notes
Investment assets are measured under SCO (Swiss Code of Obligations) for statutory accounts on an
amortised cost basis. Therefore, the Mark to Market balance sheet adjustments have been made to
the value of Investment assets, removing the effect of amortisation and adding Unrealised Gains. The
balancing entry was made to the value of the Retained Earnings.
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Deferred Acquisition Costs were immaterial for 2019 SST and a 10% Swiss GAAP margin of CHF
8.7m (USD 8.7m) was removed from the claims provision to allow for Risk Margin and the Liability
Adequacy Test

5.3 Value of Provisions for Insurance Obligations
The majority of reserves are held against third party business written directly by CRe during 2016 and
2017. There is also an immaterial amount for the intra-group run-off business of CRL Direct. In Q3
2018 the reinsurance contracts covering the reserves of Syndicate 958 were commuted and thus,
have been excluded from the insurance risk calculation. The overall gross and net of outward
reinsurance estimates of the reserves as at 01/01/2019 are summarised below.

CRL direct
Intra-group Canopius US (CUS)
Direct Business
Total

Gross
RI
$3.48m
$3.75m
$80m
$87.18m

Net
$0m
$0m
-$0.01m
-$0.01m

$3.48m
$3.75m
$80m
$87.19m

The gross and net of outward reinsurance estimates of the reserves per line of business as at
01/01/2019 are summarised below.
Business Classes

Parameter Segments

Property
General Liability
Marine, Aviation and Transport
Motor

Property_non-prop
General liability_prop
MAT_non-prop
Motor_non-prop
Total

CRL direct
$3.5m
$0m
$0m
$0m
$3.5m

Intra-group
Direct
Canopius
Total
Business
US (CUS)
$3.7m
$70.4m
$77.6m
$0m
$1.2m
$1.2m
$0m
$0m
$0m
$0m
$8.3m
$8.3m
$3.7m
$80.0m
$87.2m

5.3.1 Unearned Premium Reserves
There are no unearned premiums.
5.3.2 Other technical provisions
There are no other technical provisions being held for CRe.

5.4

Valuation Basis, Methods and Key Assumptions

The gross ultimate claims can be split into four main categories: non-event claims, event claims,
catastrophe load in respect of unearned exposures (catastrophe load) and specific IBNR, which could
be in respect of known large losses or known un-entered reserves. The non-event claims have been
projected using chain ladder projections on both paid and incurred figures.
In some cases, for more developed years, we have used the current attritional incurred claims to date
as the ultimate. For less developed years, an Incurred Bornhuetter-Ferguson method has been used.
The initial expected ultimate loss ratio is selected by giving consideration to the ultimate loss ratio for
prior years of account and to the trends in both premium rates and claims inflation.
For the most immature years (generally, where incurred development is estimated to be less than
15% to 20% of the ultimate) an ultimate loss ratio approach has been used.
The unearned catastrophe load is calculated as follows. The unearned premium is based on the
earning pattern of underlying policies, after making appropriate seasonal adjustments. This is
multiplied by an IEULR for events which in most cases is derived from the relevant business plan
which in turn was based on the estimated Annual Average Loss (AAL).
Updated AAL information is provided by the catastrophe modelling team for each quarter-end
reserving exercise. This is used as the basis for all classes that have a catastrophe load within Treaty
Property and Retro Property reserving groups. Specific IBNRs are provided by the claims department.
These are discussed with the relevant underwriters, actuarial reserving team and CRe’s responsible
actuary.
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5.5

Quantitative and Qualitative Explanatory Notes

The basis of the calculation of the technical provisions is best estimate. This means there is no
margin or additional reserves being held in association with the CRe business. The calculation is
derived according to CRe’s best view at the time of reserves estimation. To arrive at the market
consistent value of the reserves, the best estimate reserves are discounted using unpaid loss
reserves projected cash flows (payment patterns) and appropriate zero-coupon bond yield curves
from the FINMA.
The technical provisions are calculated on a gross and net of outward reinsurance basis.
The total initial reserves modelled are CHF 87m (USD 87m) undiscounted and CHF 84m (USD 84m)
on a discounted basis ( vs CHF 184m and CHF 178m in 2018).
For the Market Value Margin CRe uses the FINMA standard model with the following equation:
𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑀𝑎𝑟𝑔𝑖𝑛=𝐶𝑜𝑠𝑡 𝑜𝑓 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑥Σ[𝑇𝑎𝑟𝑔𝑒𝑡𝐶𝑎𝑝𝑖𝑡𝑎𝑙(𝑡)𝑟𝑢𝑛𝑜𝑓𝑓 𝑥 1(1+𝑟𝑡)𝑡]𝑇𝑡=1
Where TargetCapital(t)runoff is the 1-year SST Target Capital for year t, which captures the run-off
risk. The 𝑟𝑡 term is the risk free yield at time t.
We refer to chapter 5.1 for further explanation of differences between SST values and statutory
balance sheet values.

Canopius | 2018 FCR

Page 18 of 50

6 F. Capital Management
6.1

Goals, Strategy and Time Horizon for Capital Planning

CRe maintains a high level of capital adequacy, which fully satisfies its regulatory and rating capital
requirements. The capital structure has been designed to deliver a strong investment return whilst
maintaining liquidity and financial flexibility in order to achieve management’s underwriting,
investment and strategic plans.
CRe is domiciled in Switzerland and regulated by FINMA. As such, at least once a year CRe is
required to provide FINMA with SST calculation to demonstrate its capital strength. The SST
calculation measures a (re)insurance company’s risks in order to define the minimum amount of
capital, which must be maintained. The ratio of available capital (‘Risk Bearing Capital’, RBC) to the
capital requirement (‘Target Capital’, TC) must at all times be equal to or greater than 100%. CRe’s
SST Ratio is 154.4% (134.6% the year before). The current information about solvency (RBC, TC) is
identical to the information which it was submitted to FINMA and is still subject to regulatory audit.
CRe currently maintains a branch office in Bermuda. The branch offices in Singapore and US have
been closed before year end 2017 (licence rendered in December 2017). These branch offices were
not considered separate legal entities for regulatory purposes. The SST calculation and ratio set out
above are inclusive of the risks and capital of this branch. There are no applicable local capital
requirements in Bermuda. However, the Bermudan branch maintains the majority of the surplus
assets of CRe and, as a result, is highly solvent. For 2019, CRe mostly operates as a group internal
reinsurance carrier with all intra-group reinsurance treaties being underwritten through the Bermuda
branch.
CRe has submitted an application for re-domination to FINMA on 1 October 2018. The company is on
the verge of being re-domiciled to Bermuda.
CRe, both by itself and through its parent company, continually monitors the level of capital adequacy
of the Swiss company and its branch. If at any time management, believe there will be deterioration in
CRe’s capital which would negatively affect its capital adequacy or ability to meet its regulatory and
rating capital requirements, they will reduce the level of risk in their underwriting, investment and
strategic plans.

6.2 Structure, Level and Quality of the Equity Capital
The equity is composed of share capital, legal capital reserves, legal retained earnings, voluntary
retained earnings and organisational fund. The shareholders equity of CHF 100’000’000 is composed
of 100’000’000 shares at a nominal value of CHF 1.

6.3 Material Changes
The main changes in the equity are:
1) Recognition of the loss
2) Compensation of the conversion difference
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6.4 Quantitative and Qualitative Explanatory Notes
The total discrepancy between the equity capital reported in the annual report and the difference
between the assets and liabilities based on a market-consistent valuation, as used for solvency
purposes amounts to CHF 27.0m (USD 27.9m):
Investment assets are measured under SCO for statutory accounts on an amortised cost basis and
therefore the Mark to Market balance sheet adjustments have been made to the value of Investment
assets removing the effect of amortisation and adding Unrealised Gains, the balancing entry was
made to the value of the Retained Earnings.
Deferred Acquisition Costs were immaterial for 2019 SST and a 10% Swiss GAAP margin of CHF
8.7m (USD 8.7m) was removed from the claims provision to allow for Risk Margin and the Liability
Adequacy Test.
We refer to chapter 5.1 for further explanation of difference between SST values and statutory
balance sheet values.

7 G. Solvency
The 2019 SST Ratio for CRe has been calculated at 154% which compares to 135% SST ratio
submitted in April 2018. The SST ratio is still at a comfortable level above the 100% minimum
requirement from FINMA.

RBC
$95.2m

2019 SST
TC
$63.6m

SST ratio
154%

2018 SST
TC
$83.4m

RBC
$108.8m

SST ratio
135%

Risk-Bearing Capital, Target Capital and SST ratios (RBC-RM)/(TC-RM), ($m)

The current information about solvency (RBC, TC) is identical to the information, which was submitted
to FINMA and is subject to regulatory audit.

7.1 Solvency Model
CRe uses FINMA’s standard model for Reinsurance, StandRe, for the calculation of the Insurance
risk element (along with an internal model NE component) of the target capital for the SST in 2019.
Market and Credit risk are calculated using the standard SST template as in previous years. This is
appropriate because the asset and liability portfolios held by CRe are fairly simple and their risk
drivers are straightforward.

7.2 Target Capital
The chart and table below show how the Target Capital from the standalone risk measures and
diversification effects is reached. Premium, reserving and IE2 risk percentages show the split of
Insurance risk, the remaining percentages relate to the impact on the final TC.

Premium
Risk
Amount
Percentage

$0.8m
2%

Reserving
IE2 Risk
risk
$25.5m
49%

$25.7m
49%

Insurance
Risk

Market
Risk

$52.0m
82%

$5.3m
8%

Expected
tec. Result
-$1.3m
-2%

Expected
fin. Result
-$1.5m
-2%

Scenarios
$0.0m
0%

Credit risk
$3.6m
6%

MVM

TC

$5.6m
9%

$63.6m
100%

Break down of TC ($m) Composition of the Target Capital (TC) by risk type - diversified

On a standalone basis reserving risk has an expected shortfall of CHF 38m (USD 38m) which is
driven by Property non-proportional reserves from the 2017 US wind season. IE2 scenarios add
another CHF 41m (USD 41m) of expected shortfall and the NE model produces an CHF 11m (USD
11m) shortfall for premium risk. There is CHF 38m (USD 38m) of diversification across insurance risk,
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which provides an expected shortfall for insurance risk (reserving risk + IE2 scenarios + premium risk)
of CHF 53m (USD 53m).
7.2.1 Market Risk and Insurance Risk
Market risk has a standalone expected shortfall of CHF 14m (USD 14m) which diversifies away with
insurance risk at a rate of 16% giving a combined Insurance and Market Risk of CHF 57m (USD
57m). The financial results from underwriting and investments offset the shortfall by CHF 3m (USD
3m). The aggregation of the scenarios is not included as part of the StandRe calculation. Credit Risk
and the market value margin increase the target capital by an additional CHF 9m (USD 9m) which
results in a target capital of CHF 64m (USD 64m).
On a diversified basis, insurance risk has an expected shortfall of CHF 53m (USD 53m) which is 49%
reserve risk, 2% premium risk and 49% IE2 scenarios. Market risk makes up CHF 5m (USD 5m) of
the TC which is 8%. The other elements of the TC are non-diversifying and are as above.
Looking at the diversified components of the TC it can be seen that insurance risk makes up 82% of
the total.

7.3 Risk-bearing capital
The RBC for CRe as at 31/12/2018 is CHF 96m (USD 95m) (vs CHF 106 m at 31/12/2017). This is
made up of total assets of CHF 194m (USD 193m), less total liabilities of CHF 99m (USD 98m).

Overview of the Economic Balance sheet 31.12.2018
200

180

$26m

160
$26m
$95m

RBC

$6m

Other
items

140

($m)

120

100

80

$141m
60

$93m
40

Liabilities
arising
from the
insurance
business

20

0

Investments
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ASSETS

Receivables

LIABILITIES

Cash

Accruals and deferrals
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7.4 Appendix
7.4.1

Auditor Report and Financial Statements
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7.4.3
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20
21
22
23
24
25
26
27
28
29
30
31
32
33

15
16
17
18
19

14

13

1
2
3
4
5
6
7
8
9
10
11
12

Bruttoprämie
Anteil Rückversicherer an Bruttoprämie
Prämie für eigene Rechnung (1 + 2)
Veränderung der Prämienüberträge
Anteil Rückversicherer an Veränderung der Prämienüberträge
Verdiente Prämien für eigene Rechnung (3 + 4 + 5)
Sonstige Erträge aus dem Versicherungsgeschäft
Total Erträge aus dem versicherungstechnischen Geschäft (6 + 7)
Zahlungen für Versicherungsfälle brutto
Anteil Rückversicherer an Zahlungen für Versicherungsfälle
Veränderung der versicherungstechnischen Rückstellungen
Anteil Rückversicherer an Veränderung der versicherungstechnischen
Rückstellungen
Veränderung der versicherungstechnischen Rückstellungen für
anteilgebundene Lebensversicherung
Aufwendungen für Versicherungsfälle für eigene Rechnung (9 + 10 +
11 + 12 + 13)
Abschluss- und Verwaltungsaufwand
Anteil Rückversicherer an Abschluss und Verwaltungsaufwand
Abschluss- und Verwaltungsaufwand für eigene Rechnung (15 + 16)
Sonstige versicherungstechnische Aufwendungen für eigene Rechnung
Total Aufwendungen aus dem versicherungstechnischen Geschäft (14
+ 17 + 18) (nur für Schadenversicherung)
Erträge aus Kapitalanlagen
Aufwendungen für Kapitalanlagen
Kapitalanlagenergebnis (20 + 21)
Kapital- und Zinserfolg aus anteilgebundener Lebensversicherung
Sonstige finanzielle Erträge
Sonstige finanzielle Aufwendungen
Operatives Ergebnis (8 + 14 + 17 + 18 + 22 + 23 + 24 + 25)
Zinsaufwendungen für verzinsliche Verbindlichkeiten
Sonstige Erträge
Sonstige Aufwendungen
Ausserordentlicher Ertrag/Aufwand
Gewinn / Verlust vor Steuern (26 + 27 + 28 + 29 + 30)
Direkte Steuern
Gewinn / Verlust (31 + 32)

Bericht über die Finanzlage: Quantitative Vorlage
"Unternehmenserfolg Solo RV"

-

-

-

-

215.9 23.6
19.3
4.4
0.1
2.7
6.2
48.1
39.2
0.4
38.8

-159.4
20.0
7.6
12.4
0.2
0.2
52.8
1.8
13.9
69.1
0.4
69.5
-

-

-

-

-

-

214.5 1.4 1.4 -

-

-

-

-

-

-

1.1 -

0.1
-

Health

Motor

2.3

2.3
-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

4.5 -

0.1 -

4.4 0.1 -

-

-

-

-

-

11.9 -

2.2 -

0.8 -

1.4 0.8 -

-

0.1 -

0.2
0.2
1.6
1.4
1.4
8.1
6.6

-

Casualty

27.3 - 146.5 -

141.7 -

142.2 0.5 0.5 -

-

0.0 -

5.3 -

3.5 -

1.8 3.5 -

-

0.1

-

-

-

-

29.0

0.2 -

0.5
-

0.3 0.5

-

-

2.9
2.9
0.9
2.0
2.0
1.1
0.8

3.7

3.7
-

-

-

Berichtsjahr
14.1
14.1
11.6
2.4
2.4
0.0
3.7

Miscellaneous
Vorjahr

27.1 1.9
1.9
-

-

-

BerichtsBerichtsVorjahr
jahr
jahr
201.0
18.9
54.2
0.5 - 0.1 0.1
200.5
18.8
54.1
63.8
0.7 22.2
0.0
31.9
136.7
19.5
31.9
136.7
19.5
31.9
74.0 - 18.6 8.7
0.0
68.2
16.9 18.4
0.1 -

92.9
- 10.6
82.3
- 6.5
75.8
75.8
- 30.2
- 101.9

Vorjahr

Property

27.3 - 132.0 0.0 - 14.5
0.0 - 14.5
-

-

0.0

Berichtsjahr
46.3
46.3
14.4
31.9
31.9
3.7
0.0
23.7

Marine, aviation,
transport
Vorjahr

11.9 0.0 0.0 -

-

-

BerichtsBerichtsBerichtsVorjahr
Vorjahr
jahr
jahr
jahr
4.8
1.7
25.4
4.8
1.7
25.4
3.1
0.1 15.6
1.6
1.8
9.8
1.6
1.8
9.8
0.1
- 3.2 2.5
2.2
- 1.2 9.4

1.0 0.1

-

-

2.6
2.6
0.3
2.3
2.3
0.9
0.1

Vorjahr

Personal accident

-140.9 00
-18.5 0

0

0.1

Berichtsjahr
345.7
0.6
345.1
- 130.7
31.9
214.3
214.3
89.1
0.0
- 125.4

0.1 -

107.8
-10.7
97.1
-2.9
0
94.2
0
94.2
-62.1
0
-78.9

Vorjahr

Total

Angaben in Millionen

Währung:USD

7.4.2
Appendix 1 “Quantitative templates”
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Bericht über die Finanzlage: Quantitative Vorlage "Marktnahe Bilanz Solo"

Währung: USD
Angaben in
Millionen

Stichtag
Vorperiode
Immobilien

Marktnaher Wert der
Kapitalanlagen

Marktnaher Wert der
übrigen Aktiven

Beteiligungen
Festverzinsliche Wertpapiere
Darlehen
Hypotheken
Aktien
Übrige Kapitalanlagen
Kollektive Kapitalanlagen
Alternative Kapitalanlagen
Sonstige Kapitalanlagen
Total Kapitalanlagen
Finanzanlagen aus anteilgebundener Lebensversicherung
Forderungen aus derivativen Finanzinstrumenten
Flüssige Mittel
Forderungen aus dem Versicherungsgeschäft
Übrige Forderungen
Sonstige Aktiven
Total übrige Aktiven

Total marktnaher Wert
Total marktnaher Wert der Aktiven
der Aktiven

Anpassungen
Vorperiode

Stichtag
Berichtsjahr

233.4
13.7
15.7
324.7
176.5
148.2
587.5
34.3
129.8
1.5
5.7
7.2

-

164.3
13.9
329.8
218.6
111.2
507.9
26.9
281.9
8.2
8.2

758.8

-

824.9

-

-

239.4
0.4
68.9

-

308.7

-

450.1

-

Bestmöglicher Schätzwert der Rückstellungen für
Versicherungsverpflichtungen
Direktversicherung: Lebensversicherungsgeschäft (ohne ALV)
Direktversicherung: Schadenversicherungsgeschäft
Direktversicherung: Krankenversicherungsgeschäft
Direktversicherung: Anteilgebundenes Lebensversicherungsgeschäft
Direktversicherung: Sonstiges Geschäft
Aktive Rückversicherung: Lebensversicherungsgeschäft (ohne ALV)
Aktive Rückversicherung: Schadenversicherungsgeschäft
Bestmöglicher
Aktive Rückversicherung: Krankenversicherungsgeschäft
Schätzwert der
Aktive Rückversicherung: Anteilgebundenes Lebensversicherungsgeschäft
VersicherungsAktive Rückversicherung: Sonstiges Geschäft
verpflichtungen (BEL) Anteile Rückversicherer am bestmöglichen Schätzwert der Rückstellungen für
Versicherungsverpflichtungen
Direktversicherung: Lebensversicherungsgeschäft (ohne ALV)
Direktversicherung: Schadenversicherungsgeschäft
Direktversicherung: Krankenversicherungsgeschäft
Direktversicherung: Anteilgebundenes Lebensversicherungsgeschäft
Direktversicherung: Sonstiges Geschäft
Aktive Rückversicherung: Lebensversicherungsgeschäft (ohne ALV)
Aktive Rückversicherung: Schadenversicherungsgeschäft
Aktive Rückversicherung: Krankenversicherungsgeschäft
Aktive Rückversicherung: Anteilgebundenes Lebensversicherungsgeschäft
Aktive Rückversicherung: Sonstiges Geschäft
Nicht versicherungstechnische Rückstellungen
Verzinsliche Verbindlichkeiten
Marktnaher Wert der Verpflichtungen aus derivativen Finanzinstrumenten
übrigen Verpflichtungen Depotverbindlichkeiten aus abgegebner Rückversicherung
Verbindlichkeiten aus dem Versicherungsgeschäft
Sonstige Passiven
Summe aus BEL plus
marktnaher Wert der Summe aus BEL plus marktnaher Wert der übrigen Verpflichtungen
übrigen Verpflichtungen
-

Differenz marktnaher Wert der Aktiven abzüglich der Summe aus BEL
plus marktnaher Wert der übrigen Verbindlichkeiten
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-

-

382.2

-

0.2

-

5.2

-

387.7

437.2
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Bericht über die Finanzlage: Quantitative Vorlage

Währung: USD
Angaben in Millionen
Stichtag Vorperiode
in Mio. USD

Herleitung RTK

Differenz marktnaher Wert der Aktiven abzüglich
der Summe aus bestmöglichem Schätzwert der
Versicherungsverpflichtungen plus Marktnaher
Wert der übrigen Verpflichtungen

108.8
0.0
108.8
0.0
108.8

Abzüge
Kernkapital
Ergänzendes Kapital
RTK

Stichtag Vorperiode
Versicherungstechnisches Risiko
Marktrisiko
Diversifikationseffekte
Herleitung Zielkapital
Kreditrisiko
Mindestbetrag und sonstige Effekte auf das ZK
Zielkapital

in Mio. USD
62.9
12.9
-11.6
9.9
9.3
83.4

Stichtag Vorperiode
in %
SST-Quotient

Canopius | 2018 FCR

134.6

Anpassungen
Vorperiode
in Mio. USD

Stichtag Berichtsjahr
in Mio. USD

95.2
0
95.2
0
95.2

-13.6

Anpassungen
Vorperiode
in Mio. USD

-19.8

Stichtag Berichtsjahr
in Mio. USD
53.4
13.6
-9.6
3.6
2.8
63.6

Anpassungen
Stichtag Berichtsjahr
Vorperiode
in %
in %
19.8%
154.4
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