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Purpose of your paper: The presentation will look at the development of alternative capital in 

reinsurance market today, and suggest reasons why its future will be brighter. It also suggests some 

considerations for the industry to prepare for the future. 

 

Synopsis: The presentation would be delivered in three sections: 

 

1. Comparison between the traditional reinsurance and the alternative capital markets – In 

contrast to many comparisons done so far based on their features (e.g. advantage vs. 

disadvantages), this presentation uses a marketing perspective, which compare the two 

markets as products on different stage of their respective product life cycles. 

 

As a financial product, traditional reinsurance is probably at the late mature, if not decline, 

stage of the product life cycle. Common themes are: 

 

 Slow revenue growth, 

 Intense price-based competition erodes margin, 

 Global market consolidation, and 

 Many traditional reinsurers start to focus on marketing their brand value. 

 

In contrast, alternative capital solution would be at late introduction to growth stage. This can 

be suggested by observations from: 

 

 Rising awareness in terms of what it does, what value it offers and to whom, 

 Communications focus on education; to be informative on product feature and 

benefits, 

 Attention mainly comes quickly from people highly interested or involved (and not risk 

averse) 

 Sales climb quickly, 

 Fewer competitors at this stage, 

 Buyers are typically less price sensitive, and 

 Profit is likely to turn from low to high 

 

 
2. A closer look at the alternative market in terms of what do we know and what may come in 

the future. Some basic will include what they are, e.g. type and source of capital (primary or 

third-party) etc. 

 

There will be slides on the current alternative market, including: 

 

 Development in capacity, 

 View of return on capital requirement, and  

 Reaction to major events in the context of capacity and rate movement. 



   

These will be compared with the traditional market to re-enforce the product life cycle 

arguments. 

 

This section will also address some of the common sceptics on alternative capital, e.g. are 

they going to stay, what will drive them away, are they available for every line of business, 

and are they going to get the us into financial trouble. 

 

3. What should re/insurers do tomorrow? 

 

Some hypothesis for reinsurers using Ansoff’s product growth strategies: 
 

 
 

Some (controversial) hypothesis for the wider industry, including but not limited to: 

 

 Further consideration of global reinsurance market, 

 Become a core investment strategies, 

 Banks & brokers converge, 

 ILS will have diversified, and 

 Insurance risk is exchange traded. 

 


