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Insured catastrophe losses in the US, 1990 – 2020, in USD billion at 2020 prices
Pricing Climate Change and building resilience

In terms of insured catastrophe losses in the US, 2017 and 2018 were the most expensive and third most 

expensive years respectively.
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Source: Property Claims Service. As at 31 December 2020. *Loss numbers are inflation-

indexed to 2020 USD assuming a 3% inflation rate per annum.
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Reinsurance and ILS provide protection
Pricing Climate Change and building resilience

+547%

ILS market size growth since 

2006

USD 512bn

Capital available in traditional 

reinsurance market

~ USD 40bn

Liquid Cat Bond market 

size

USD 100bn+

Estimated size of ILS 

market

Source: Aon, Artemis, Twelve Capital. As at 31 December 2020. EQ: Earthquake. 

Peril: US East Coast Storm

Spread: 300-1500bps

Market depth: very good

Peril: California EQ

Spread: 300-500bps

Market depth: good

Peril: South & Central America EQ

Spread: 200-700bps

Market depth: low to medium

Peril: Europe Storm

Spread: 200-400bps

Market depth: low

Peril: Japan EQ/Storm

Spread: 150-350bps

Market depth: medium

Peril: Philippines EQ/Storm

Spread: 500-600bps

Market depth: low

Peril: Australia Storm

Spread: 200-400bps

Market depth: low
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Pricing Climate Change

Increased demand and higher premium

Higher insured losses

More major (Cat 3+) hurricanes hitting metropolitan areas

More major (Cat 3+) hurricanes making landfall

More/larger hurricanes in the Atlantic

Sea surface temperature increasing

Global warming

Increasing CO2 content in the atmosphere

Source: https://climatedataguide.ucar.edu/climate-data/atlantic-multi-decadal-oscillation-

amo. Cat = Category. A major hurricane is classified as a hurricane that experienced an 

intensity of 3 or greater on the Saffir-Simpson scale during its lifetime.

US Hurricanes
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Pricing Climate Change

Source: Twelve Capital, https://www.climate.gov/news-features/understanding-

climate/climate-change-global-temperature.

Global sea surface temperature
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Hurricane forecasts with machine learning techniques
Pricing Climate Change

− reask is a climate tech start up utilising machine learning techniques to allow for better predictions of basin activity 
and to more accurately assess hurricane landfall potential

− Twelve Capital has established a partnership with reask to apply machine learning techniques to North Atlantic 
Hurricane forecasting

− reask’s forecast utilises larger volumes of data to generate predictions from automated algorithms aimed at 
delivering greater value to users than traditional hurricane forecasts

reask* forecast Traditional forecast

Volume of data processed Large (10,000+) Limited (less than 20)

Climate pattern recognition Global and automatic (output) Manual (input)

Risk forecast Full risk distribution Mean estimate

Risk metric Potential for high impact land falling systems Basin wide activity

Source: Twelve Capital, reask. *reask services the global insurance industry in the fields of 

catastrophe risk management, modelling and forecasting.



7

Hurricane activity
Pricing Climate Change

Source: Twelve Capital, Reask. CESM: Community Earth System Model Large Ensemble.

Activity 1980-1999 CESM
2000-2019 

CESM

2020-2060

CESM

North Atlantic Basin 12.4 13.2  (+6.5) 15 (+13.6%)

East Coast 4.5 4.8 (+6.7%) 5.5 (+14.6%)

Main Development 

Region 
4.7 5 (+6.4%) 5.7 (+14%)

Gulf/West Caribbean 3.2 3.4 (+6.2%) 3.8 (+11.8%)
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Assessing hurricane landfall risk
Pricing Climate Change

Source: Twelve Capital, Reask. CESM: Community Earth System Model Large Ensemble.

Landfalls
1980-1999

CESM

2000-2019

CESM

2020-2060

CESM

East Coast 0.9 0.96 (+6.7%) 1.15 (+19.8%)

Main Development 

Region 
0.95 1 (+5.3%) 1.11 (+11%)

Gulf/West Caribbean 1.81 1.86 (+2.76%) 2.01 (+8%)
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Pricing Climate Change
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Expected industry loss
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Risk premiums in (re) insurance are increasing
Climate Change Resilience
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Rate change by product 2018-2020 Spread widening in Retro XOL

4% excess spread

Retro XOL 
ahead of 
Reinsurance

8% excess 
spread

*GC Property Catastrophe Rate-on-line index. **Twelve Capital estimate. *** As at June 

2020 Aon Securities LLC . XOL: Excess of loss.
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Cat Bonds spreads still on a multi-year high
Climate Change Resilience

Source: Artemis, Twelve Capital. As at 31 March 2021.

0%
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4%

6%

8%

Cat Bond market portfolio spreads 
and expected loss

Expected Loss Spread at Issuance Current Spread

2.46%

Current expected loss

USD 4’984m

Notional issued in 
ILS 2021 YTD

519 bps

Current Cat Bond spread
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Climate Change Resilience
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Source: Twelve Capital, Reask. As at January 2021. Current spreads can be lower in the 

future and therefore negatively impact performance.

Pricing of risks
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Outlook: Building resilience in emerging markets
Climate Change Resilience
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Illustrative pay-out mechanism

Define risk region and pay-out thresholds

Trigger; If any track point, as defined by an independent 

reporting agency, falls within or intersects, a predefined 

shape*  

Reask’s technology allows Twelve Capital to design and 

assess multiple tropical cyclone exposed pay-out 

regions. 

Category Pay-out 

factor

0 0

1 0.1

2 0.25

3 0.5

4 0.75

5 1

Bangladesh cyclone 1997 

Schematic not to scale and for illustrative purposes only. *Take the maximum if there are multiple track points and/or 

intersections (intersections will be linearly interpolated).
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− Climate change is expected to have a significant impact on the value of assets in zones exposed to 
natural catastrophes

− Analysing and assessing the impact of climate change on natural catastrophes is key for risk-adjusted 
pricing for insurance protection 

− Insurance-Linked Securities provide capital for protection of people in areas exposed to climate 
change, increasingly also for people who can not afford insurance

− At the same time Insurance-Linked Securities offer attractive low correlated risk-adjusted returns for 
financial investors 

Conclusion
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About Twelve Capital

Source: Twelve Capital. As at 31 December 2020. 

− Founded in October 2010 in Switzerland, with offices in Zurich, London and Munich; regulated by FINMA, FCA,

SEC/CFTC and the Chamber of Industry and Commerce (IHK) for Munich and Upper Bavaria

− More than 40 employees with multi-year track record in the insurance industry. Complementary skill sets deriving

from sourcing, analytics, portfolio management, risk management and legal structuring

Leading global insurance focused investment manager with an AUM of ~ USD 4.5bn

37%

25%

7%

10%

12%

9%

AUM by Strategy (in USD) 

Cat Bonds

Liquid Debt

Private ILS

Private Debt

Best Ideas

Equity

11%

8%

4%

9%

8%

1%
8%

50%

1%

Type of investors

Bank

Corporates

Family Office

FoF / Multi-Asset

Independent Wealth Manager

Insurance

Others

Pension Fund

Sovereign Wealth Fund

Insurance focused investment manager
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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.

Disclaimer (1/2)
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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 (UK) Limited is authorised and regulated by the UK Financial Conduct Authority and is 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 (DE) GmbH is authorised and regulated by the Chamber
of Industry and Commerce (IHK) for Munich and Upper Bavaria as investment broker (“Finanzanlagenvermittler”) acc. to § 34f Sec. 1 No. 1 and No. 2 German trade regulation act (GewO)
with broker registration number D-F-155-F3U6-66. Twelve Capital (DE) GmbH is incorporated in Munich, Germany, commercial register number (registry court: Munich) HRB 252423,
registered office: Theatinerstrasse 11, 80333 Munich.

© 2021 Twelve Capital. All Rights Reserved

www.twelvecapital.com        info@twelvecapital.com 
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