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Newsletter August 2012 

Strong investor demand compensates 
seasonal factors 

The average ILS fund was up by 0.95% in August and 3.92% 
year-to-date as measured by the Eurekahedge ILS Advisers Index.  

The cat bond market was up in August by 0.94% as measured by the 
Swiss Re Cat Bond Price Index and by 1.85% in the Total Return Index. 

The strong performance in the secondary cat bond market in the month 
preceding the peak of the Atlantic hurricane season is very unusual. The 
reason for this was continuous strong investor demand at a time of the 
year when there are very few alternatives in the private market and ILWs 
were deemed to be priced too aggressively. Another reason might have 
been that some managers were positioning themselves for the possibility 
of lower pricing at the next US Wind renewals in the absence of a major 
event. 

As shown by the index performance above, cat bond prices went up 
strongly during the month. One noteable exception were the Pelican Re 
notes, a USD 125m issuance providing the Louisiana Citizens Property 
Insurance Corporation protection against hurricanes in the costal regions 
of Louisiana. These notes were traded at around 102.5 prior to the for-
mation of the hurricane Isaac. After the landfall of Isaac on August 28th, 
exactly seven years to the day after Katharina, as a category 1 hurricane, 
the bond was trading below par.  

During the month only one new cat bond deal closing in September was 
announced. 

All funds in the Eurekahedge ILS Advisers Index reported positive per-
formances for August. As potentially negative seasonal factors in the cat 
bond market were compensated by strong investor demand, there was no 
clear trend with regards to performance difference between pure cat bond 
funds and funds with higher allocations to private contracts.  

For September the market is focused on the developments on the 
weatherfront, as this is the most active month for the North Atlantic for the 
development of hurricanes, accounting historically for almost 50% of all 
storm formations. Absent any major event in September we expect an-
other strong month for the ILS funds. 

Stefan K. Kräuchi, 
ILS Advisers
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The Eurekahedge ILS Advisers Index 
tracks the performance of the partici-
pating Insurance Linked Investment 
funds. It is the first benchmark that 
allows a comparison between different 
insurance-linked securities funds in the 
insurance-linked securities, reinsurance 
and catastrophe bond investment 
space. The index is calculated and 
maintained by Eurekahedge. It includes 
funds that allocate at least 70% of their 
assets to non-life risk. The index was 
base weighted at 100 in December 
2005. It does not contain duplicate 
funds and is denominated in local cur-
rencies. 


