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Issued & outstanding cat bonds break record
Investors cautious as hurricane season starts
The average ILS fund was up by 0.22% in June as measured by the
Eurekahedge ILS Advisers Index.
Meanwhile the cat bond market was down by 0.25% in June for the
Swiss Re Cat Bond Price Index and was up by 0.34% for the Total
Return Index.
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In southern Brazil and northern Argentina, serious flooding affected millions of people and thousands were evacuated. A tropical storm called
Hagibis caused heavy rainstorms and flooding in southern China, where
35.6 million people were affected. Meanwhile, a convective storm in Colorado caused hailstorms and tornados that interrupted many sectors
including power supply. In Europe, similar weather caused insured losses
of around EUR 650m. ILS funds declared no impact from these events.
The continued heat of the cat bond market in previous months pushed the
issued amount of cat bonds to over USD 6bn, with record breaking USD
9bn p.a., predicted by industry sources. The outstanding cat bonds also
reached the record high of USD 21bn. As a result, cat bond prices declined further in June. Average price performances by perils were, 0.8%
down for U.S. Hurricane, 0.2% down for U.S. earthquake, 0.5% down for
Japan typhoon and earthquake, 0.4% down for Europe windstorm and flat
for Europe earthquake. New Issues in June cooled down a little to USD
533m. USAA returned to the market with its Res Re 2014-1 series to cover
U.S. perils. The USD 130m issue comprised of two tranches. Class 13
tranche was priced at 3.5% with expected loss of 0.54%. Class 10 tranche,
with expected loss of 9.86%, was priced at 15%, making it the highest
returning tranche this year. Alamo Re came to the market with a USD
400m issue to cover the Texas named storms. Interestingly Munich Re
withdrew its issue of U.S. hurricane and Australian cyclone coverage due
to insufficient interest. This indicates investors have become more selective and risk averse as the hurricane season has officially started.
30 of the 34 funds represented in the Eurekahedge ILS Advisers Index
were positive for the month. The difference between the best and the worst
performing fund was 1.34 percentage points, which was higher than previous month’s figure. Pure cat bond funds as a group were up by 0.10%
while the subgroup of funds whose strategies include private ILS increased by 0.32%.
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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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