Insurance Cover for Terrorism Risks

– The Viewpoint of a Reinsurer –

Introduction

· WTC: largest loss event in insurance history

· Highlighted the necessity of a fundamental reassessment of terrorism risks

Manifestations of the changed risk situation

· Exceeding of the PML

( Terrorism may cause losses which far exceed the PML under “normal” circumstances

· Property policy accumulations

( Terrorism considerably aggravates the accumulation risk of property policies covering the same location

· Multi-line accumulations

( Terrorism significantly aggravates the risk of losses from different classes of insurance coinciding

Concepts/Solutions

· Market-wide pools

· Clear demarcation of liability

· Participation of the state

Conditions for the reinsurability of terrorism risks

· Budgeting for the total liability of the reinsurer

( Budget for the maximum liabilities to be assumed per period of cover

( Contractual option of short-term notice of cancellation

· Exclusion of mass accumulations

( “ABC” exclusions

· Transparency of individual exposures

( Exclusion of “target risks” from cover under property treaties

( Shift to facultative business

Main conclusions

