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Reinsurance – expense or capital? 
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Reinsurance is 
(mostly) purchased as 
if it were an expense 

Reinsurance is (mostly) 
sold as if it were an 

expense 

Time to set the record 
straight… 
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Risk-Based Capital View – impact of reinsurance purchase 
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Liabilities 
 

Premium Rx 
Claims Rx 

Assets 
 

Cash for premiums 

Reinsurance 
Adjustment 

 
Counterparty Risk 
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Thinking in terms of economic capital… 
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Capital required for a transaction/ managing the company 
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• I'll refer to paper written for GIRO by James Karim, "Reinsurance Structure 
and Shareholder Value" 

It all comes down to the cost of capital 
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??? 

Economic 
Capital 

Financial 
Theory 

RBC (2) 
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So when was the last time you were involved in a strategic 
discussion around reinsurance? 
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Thank you 
Hussain Ahmad 

Ph. +65 6232 3482 

Structured Reinsurance Solutions & ERO - Retrospective Solutions 

Hussain_Ahmad@swissre.com 



Singapore Actuarial Society, General Insurance Conference | Reinsurance as Capital | Hussain Ahmad | May 2014 

Legal notice 

©2014 Swiss Re. All rights reserved. You are not permitted to create any 
modifications or derivatives of this presentation or to use it for commercial 
or other public purposes without the prior written permission of Swiss Re. 

Although all the information used was taken from reliable sources, Swiss Re 
does not accept any responsibility for the accuracy or comprehensiveness of 
the details given. All liability for the accuracy and completeness thereof or 
for any damage resulting from the use of the information contained in this 
presentation is expressly excluded. Under no circumstances shall Swiss Re 
or its Group companies be liable for any financial and/or consequential loss 
relating to this presentation. 
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