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Business Interruption (‘BI’) risk
COVID Related Exposures

Source: Twelve Capital.

− BI coverage compensates a business for lost income due to the suspension of operations caused by direct 
physical loss, damage, or destruction to property. 

− In Twelve’s view the issue is not so clear cut as commercial insurance policies across the industry broadly fit into 
one of three categories, i.e. those where:

− Pandemic is explicitly included as covered risk;

− Pandemic is explicitly excluded as covered risk; or

− The policy is silent or unclear on whether pandemic coverage is included or excluded.

− As a result (especially the last category), the potential impact of BI related losses will take time to develop and are 
potentially material.
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Fundamental Shifts in the Global (Re)Insurance Industry

Source: Twelve Capital.

Two major global risk trends for the next decade in relation to insurance

1. Climate change: higher frequency and severity of natural catastrophes

2. Pandemic risk is expected to remain for many years

Impact on (re)insurance industry:

− Exponential increase of demand for risk mitigation 

− Significant increase of insurance premiums

− Substantial need for additional capital

− Increase of return on capital

Challenges:

− Risk assessment and pricing of risks
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New techniques based on machine learning developing

Climate Change Risk Assessment

Source: reask.
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Source: Bloomberg. As at 31 December 2019.
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1Swiss Re Global Cat Bond Index Total Return, calculated by Swiss Re Capital Markets, is a market value-weighted basket of natural cat bonds tracked by Swiss Re Capital Markets, calculated on a weekly basis.
2JPMorgan Hedged USD GBI Global. 3MSCI World USD 4The Dow Jones Credit Suisse Hedge Fund Index, an asset weighted benchmark that seeks to measure hedge fund performance and provide the most
accurate representation of the hedge fund universe. 5EPRA/NAREIT Dev TR USD. 6The S&P GSCI serves as a benchmark for investment in the commodity markets and as a measure of commodity performance
over time. It is a tradable index that is readily available to market participants of the Chicago Mercantile Exchange. 7The MSCI World Insurance Index is an Index focused at measuring the equity performance of
the c.80 largest listed global insurance companies weighted by free-float of market capitalisation.



7Source: Willis Re Securities, ILS Market Update Q3 2019, November 2019.
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European Insurance Bonds yields in comparison to bank and corporate bonds

Source: Barclays Live. As at 31 March 2020.
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9Source: Twelve Capital, Company Reports. As at 16 April 2020.

Solvency II mark to market points to continued resilience
Insurance Debt
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Global corporate default rates by industry: 2017 versus long-term average

A highly regulated sector

Insurance Bonds

Source: Standard & Poor’s Global Fixed Income Research and Standard & Poor’s CreditPro®.
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Insurance Equity
Insurance Capital

Source: Twelve Capital.

− Substantial decrease of insurance stock prices in the last two months across business lines and geographies.

− Once COVID related BI losses are digested, significant upside expected in selected insurance stocks:

− Insurance has minimal correlation to economic cycle (recession)

− Due to reduction of available capital ROE’s will shift upwards 

− Reinsurance companies are expected to profit from massive premium increases and new business 
opportunities

− Consolidation and M&A activity will accelerate as not all companies have access to new capital
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Overview re: COVID19

Source: Twelve Capital.

1. Cat Bonds are not affected by the COVID crises to a large degree. Spreads have increased due to improved 
reinsurance pricing and offer attractive low correlated returns.

2. Insurance Bonds offer attractive yields for investment grade corporate bond investors.

3. Private Insurance Debt has only limited correlation to the economic cycle and is expected to have lower defaults 
than corporate private debt or infrastructure but offers comparable yields.

4. Insurance stocks currently have attractive valuation levels, however investors have to be very selective.

Understanding the economic impacts
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Assessing potential COVID related risks across insurance asset classes

Appendix - COVID Related Exposures

Source: Twelve Capital.

Asset Class Cat Bonds Private ILS Life ILS
Insurance

Bonds

Private

Insurance Debt

Insurance

Equity

Main source of 
potential risk

Commercial risk 
via original 
commercial 
property 

insurance 
policies.

Commercial risk 
via original 
commercial 
property 

insurance 
policies.

Excess mortality
lapse risk due to  
economic 
downturn 

(recession).

Underwriting 
exposure to 
commercial risk  
lines of business 

where insurance 
contract wording 
is silent/unclear.

Underwriting 
exposure to 
commercial risk  
lines of business 

where insurance 
contract wording 
is silent/unclear.

Underwriting 
exposure to 
commercial risk  
lines of business 

where insurance 
contract wording 
is silent/unclear.

Source of risk 
mitigation

Detailed cedant
analysis; focus 
on natural perils 
or, in some 
cases, named 

perils coverage 

only; distant 
positioning from 

original risk.

Cedant analysis; 
non-proportional, 
natural perils 
focus; distant 
positioning from 

original risk.

Portfolios with 
lapse risk to be 
avoided.

Diversification by 
line of business 
or, very limited 

exposure to ‘pure 
play’ commercial 
lines operations; 
relative senior 

position in capital 
structure.

Diversification by 
line of business 
or, retail 
insurance 
orientated with 

very limited 

exposure to 

commercial lines; 
relative senior 

position in capital 
structure.

Significant
potential impact 
embedded within 
current equity 

valuations; highly 

selective
exposure to ‘pure 
play’ commercial 
lines operations. 

Expected 

impact

Very low Medium on 

average;
high in sidecars 
and quota shares

Medium to high Very low Very low Medium
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This material has been prepared by Twelve Capital AG and/or its affiliates (hereafter "Twelve Capital"). This material
has been furnished solely upon request and is intended for the recipient personally and may not be reproduced or
otherwise disseminated in whole or in part without prior written consent from Twelve Capital. It is expressly not
intended for persons who, due to their nationality or place of residence, are not permitted access to such information
under local law as the product may not be authorised or its offering may be restricted in certain jurisdictions. It is the
responsibility of every investor to satisfy himself as to the full observance of such laws, regulations and restrictions of
the relevant jurisdiction.

This presentation contains information about Twelve Capital and its strategies as at the date of this presentation. The
information contained herein is of a general nature and does not purport to be complete or contain all the information
that an investor should consider when making an investment decision nor does it contain all the information which
would be required in a disclosure document or prospectus prepared in accordance with the requirements of the
Corporations Act 2001 (Cth) ("Corporations Act"). To the maximum extent permitted by law, Twelve Capital makes no
representation or warranty (express or implied) as to the accuracy or completeness of the information contained herein
and disclaims all responsibility and liability for the information (including without limitation, liability for negligence).

This presentation is for information purposes only and is not a prospectus, disclosure document, product disclosure
statement or other offering document under Australian law or any other law (and will not be lodged with the Australian
Securities and Investments Commission (“ASIC”)). The presentation is not and should not be considered an offer or an
invitation to subscribe for or acquire securities or any other financial products.

The presentation is available to persons who are "wholesale" investors (as defined in sections 708 and 761G of the
Corporations Act). Determination of eligibility of investors for the purposes of the Offer is by reference to a number of
matters, including legal requirements and the discretion of Twelve Capital. To the maximum extent permitted by law,
Twelve Capital disclaims any liability in respect of the exercise of that discretion or otherwise.

This presentation may not be released or distributed in the United States and does not constitute an offer to sell, or a
solicitation of an offer to buy, securities in the United States or in any other jurisdiction in which such an offer would be
illegal. Funds or strategies referenced herein are not and will not be registered under the U.S. Securities Act of 1933,
as amended (the “U.S. Securities Act”) or the securities laws of any state or other jurisdiction of the United States.
Accordingly, such strategies or funds may not be offered or sold, directly or indirectly, in the United States, unless they
have been registered under the U.S. Securities Act (which the Company has no obligation to do or procure), or are
offered and sold in a transaction exempt from, or not subject to, the registration requirements of the U.S. Securities Act
and any other applicable U.S. state securities laws.

The distribution of this presentation in other jurisdictions outside Australia may also be restricted by law and any such
restrictions should be observed. Any failure to comply with such restrictions may constitute a violation of applicable
securities laws. By accepting this presentation you represent and warrant that you are entitled to receive such
presentation in accordance with the above restrictions and agree to be bound by the limitations contained herein.

This presentation does not constitute financial product or investment advice (nor tax, accounting or legal advice) nor is
it a recommendation to subscribe for or acquire financial products and does not and will not form any part of any
contract for the subscription or acquisition of a financial product. Before making an investment decision, prospective
investors should consider the appropriateness of the information having regard to their own objectives, financial
situation and needs and seek appropriate advice, including financial, legal and taxation advice appropriate to their
jurisdiction and circumstances.

Past performance information given in this presentation is given for illustrative purposes only and should not be relied
upon as (and is not) an indication of future performance.

This presentation contains certain “forward looking statements”. Forward looking statements can generally be identified
by the use of words such as, “expect”, “anticipate”, “likely”, “intend”, “should”, “could”, “may”, “believe”, “forecast”,
“estimate”, “target” “outlook” and other similar expressions and include, but are not limited to, indications of, or
guidance or outlook on, future earnings or financial position or performance of the funds or Strategies mentioned. The
forward-looking statements contained in this presentation are not guarantees or predictions of future performance and
involve known and unknown risks and uncertainties and other factors, many of which are beyond the control of Twelve
Capital, and may involve significant elements of subjective judgement and assumptions as to future events, which may
or may not be correct.

There can be no assurance that actual outcomes will not differ materially from these forward-looking statements. A
number of important factors could cause actual results or performance to differ materially from the forward-looking
statements, including the risk factors set out in this presentation. Investors should consider the forward-looking
statements contained in this presentation in light of those disclosures and not place reliance on such statements. The
forward-looking statements are based on information available at the date of this presentation.

Except as required by law or regulation, Twelve Capital undertakes no obligation to provide any additional or updated
information whether as a result of new information, future events or results or otherwise. Indications of, and guidance
or outlook on, future earnings or financial position or performance are also forward looking statements.

A number of figures, amounts, percentages, estimates, calculations of value and fractions in this presentation are
subject to the effect of rounding. Accordingly, the actual calculation of these figures may differ from the figures set out
in this presentation.

An investment in any financial product is subject to investment and other known and unknown risks, some of which are
beyond the control of Twelve Capital, including possible loss of income and principal invested. Twelve Capital does not
guarantee any particular rate of return or performance nor does it guarantee the repayment of capital invested or any
particular tax treatment.

Twelve Capital AG is licensed as "Manager of collective investment schemes" by the Swiss regulator FINMA. Twelve
Capital AG is incorporated in Switzerland, registered number 130.3.015.932-9, registered office: Dufourstrasse 101,
8008 Zurich. Twelve Capital (UK) Limited is Incorporated in England & Wales: company number 08685046, registered
office: Moss House, 15-16 Brook’s Mews, London, W1K 4DS. Twelve Capital is exempt from the requirement to hold
an Australian financial service licence under the Corporation Act in respect of financial services. Twelve Capital (UK)
Limited is authorised and regulated by the Financial Conduct Authority in the UK. It is also registered as an investment
adviser with the U.S. Securities and Exchange Commission (the “SEC”) and as a commodity pool operator (“CPO”)
with the U.S. Commodity Futures Trading Commission (“CFTC”) and is a member of the National Futures Association
(the “NFA”) in such capacity. Such registrations and membership in no way implies that the FCA, the SEC, the CFTC
or the NFA have endorsed Twelve Capital (UK) Limited’s qualifications to provide the advisory services described in
this document. Twelve Capital (US) Inc. is incorporated the United States of America, incorporation number
6249536251, registered office: Little Falls Drive, Wilmington, New Castle County, Delaware 19808.

© 2019 Twelve Capital. All Rights Reserved

www.twelvecapital.com        info@twelvecapital.com 
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