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Positive Start into the New Year
The average ILS fund was up by 0.68% in January as measured by the
Eurekahedge ILS Advisers Index.
Meanwhile the cat bond market was up in January by 0.24% for the
Swiss Re Cat Bond Price Index and 1.01% for the Total Return Index.
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The performance of the two cat bond indices reflect very accurately the
developments in January. Performance was largely driven by coupon
yields and followed the typical seasonal pattern of weaker US hurricane
bonds and stronger European windstorm cat bonds while non-seasonal
risks such as earthquake risks remained flat. The asset class continues to
experience strong inflows while primary market activity was very quiet. As
a result secondary market trading for cat bonds was quite active for this
time of the year.
While January 1st is a key renewal date for the reinsurance industry, primary market activity is typically quite low. This year it was particularly low
also compared to the previous year. Only two new transactions with a total
volume of USD 211m came out. One deal was a privately placed cat bond
and the other, Vitality Re, provides Aetna Life insurance with protection
against increase in medical benefit claims as a result of a catastrophe.
Based on the opinions voiced by different market participants, 2013 should
be another robust year in terms of new ILS issuances. The supply is
expected to meet strong demand as the inflow of additional capital into the
sector continues. As a result of the latter we would not be surprised to see
slightly lower but still attractive price levels compared to 2012.
All funds represented in the Eurekahedge ILS Advisers Index reported
positive numbers for January, mirroring the developments in the ILS
market described above. The performance of the different funds was
within a relatively narrow range.
Given the benign supply/demand situation and absent any large insured
event, we expect a stable and positive index performance for the next
month.
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The Eurekahedge ILS Advisers Index
The Eurekahedge ILS Advisers Index
tracks the performance of the participating Insurance Linked Investment
funds. It is the first benchmark that
allows a comparison between different
insurance-linked investment 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 currencies.
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