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Talisman Underwriting Plc 

Report – July 2021 
 
1. Introduction 
 
We have gone through a period like no other with Covid-19 having devastating consequences for 
businesses, communities and the global economy. Despite the challenges the pandemic has 
presented, Lloyd’s has shown that it can withstand the effects of an unexpected and unprecedented 
disaster. What is now important is that the market identifies what it can learn from the experience 
in order to reduce the impact of potential future systemic risks. 
 
The cost of Covid to the global insurance market is considerable with many claims remaining 
outstanding and numerous not yet reported. The gap between the most optimistic and most 
pessimistic forecast is tens of $bns. Interestingly, the forecast cost to Lloyd’s, as provided by the 
managing agents of the syndicates, has not moved much over the last twelve months. It now stands 
as a figure of £3,433m which remains within the range of £2.5bn to £3.5bn posted by Lloyd’s a year 
ago. 
 
When examining Talisman’s performance, the 2018 underwriting year of account has reported, on 
a pure basis, a loss of just 0.52% of capacity which is a 3 point improvement from the forecast 
given last July. This follows the usual trend of improvement repeated each year, much due to a 
release of redundant reserves for claims. 
 
The 2019 account is currently forecasting a midpoint loss of 2.4% on capacity and assuming the 
year follows the usual trend, a result near to breakeven is anticipated. The 2020 account is currently 
forecasting a return to profit at 1.0% but we would be disappointed if the final figure was not nearer 
2.5% of capacity. 
 
The cost of Covid is spread across the years of account 2018, 2019 and 2020, due to inception 
date accounting, in approximate proportions of 14%, 59% and 27% respectively. The bulk of the 
policies of insurance that incepted in 2019 would have been at risk in March 2020. Whereas for 
reinsurance, many policies are likely to have incepted at 1 January 2020 and claims will fall to the 
2020 year. The bottom line result for each year would have been far worse had it not been for the 
strengthening market conditions that have been taking place since the end of 2017 and continue 
today. Without the cost of Covid all the years being reported on would have been profitable.  
 
Covid related losses have impacted a number of lines of business across the market. The majority 
of the losses are concentrated across a small number of lines of business namely; contingency 
(mainly cancellation of events such as Wimbledon and the largest at 47%), property, property 
treaty, political risk, credit and financial guarantee. By geographical location, approximately 44% of 
claims emanate from the US. 
 
For the calendar year 2020, Lloyd’s has reported an overall loss of £887m (2019: profit of £2,532m), 
driven by £3,433m of major claims related to the Covid-19 pandemic. The gross written premium 
was £35.5bn. The underlying performance showed significant improvement through strong rate 
increases across all classes and continued focus on underwriting discipline. The reported 
combined ratio is 110.3%, however, excluding the losses from Covid the combined ratio is 97.0% 
which is an improvement on 2019 at 102.1%. 
 
Away from losses, two key themes were stressed by John Neal, the Chief Executive of Lloyd’s, at 
a recent presentation to the market; the rating environment and the quality of the business being 
written. 2020 saw a 10.8% risk adjusted rate change across the market. This is a notable 
achievement with particularly strong performances in casualty, property, marine and aviation lines 
of business. Rate improvements have been achieved each quarter since the end of 2017. These 
rate improvements have added £5.8bn of extra premium into the market for the commensurate 
risk. A double-digit rate increase is expected for 2021. In addition to the rating improvements, the 
market was also able to remove, through underwriting actions, more than £7bn of the poorest 
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quality business, over the same period. These dynamics, coupled with improved terms such as 
increasing deductibles, have reduced the attritional loss ratio from 57.6% in 2018 to 51.9% in 2020. 
 
There is a clear focus on profits by the leadership at Lloyd’s and the continuous action by managing 
agents to remove the less profitable parts of their book will reap further benefit for capital providers 
like Talisman as will the reduction in the expense ratio which has fallen from 39.2% in 2018 to 
37.2% in 2020.  
 
Managing Talisman’s cash flow and capital position at Lloyd’s is a key function of the Board. The 
Funds at Lloyd’s (FAL) of the company comprise cash, bank guarantees and holdings in Ruffer 
stock. Should the FAL fall in value it would be necessary for the amount of that reduction in value 
to be replaced and thus the potential for volatility needs to be minimised. Within the FAL at 31 
December 2020, Talisman held £2.917m of the Ruffer Total Return fund that continues to meet its 
investment objective and for the twelve months of 2020 produced a return of 13%. The report from 
the managers is below. 
 
 

Ruffer Annual Performance Report 2021  
 
In the 12 months to 30 June, the portfolio appreciated by +15.2% (net of all fees). Over the same period the 
FTSE All-Share was up +21.5% on a total return basis. Our objective at Ruffer is to build portfolios that deliver 
positive returns irrespective of whether markets are doing well or badly. We are therefore pleased that, having 
protected the value of the portfolio during the dramatic market falls in early 2020, that we were able to make 
significant gains as markets have rebounded over the last 12 months. 
 
Throughout the middle of 2020 we continued to rotate the portfolio into ‘recovery’ equities with a focus on 
the UK, where valuations remained depressed. These moves proved timely, as the arrival of the Pfizer 
vaccine’s efficacy figures in early November paved the way for an enormous rally in economically sensitive 
stocks, including many of the names held in the portfolio. November saw the MSCI World equity index (like 
many others) make its largest monthly return (+12%) since 1987, and global equity markets have continued 
to appreciate in the months since. 
 
Coming into Q1 2021 we were acutely aware of the possibility that increasing confidence in a sustained 
economic recovery would cause bond yields to move higher, which would hurt the portfolio’s significant  
allocation to inflation-linked bonds. With this in mind, we reduced the duration (a measure of sensitivity to 
interest rate moves) of the portfolio from around seven years in July last year to net zero by January with the 
use of interest rate options and maintained our equity positions in sectors that enjoy a stronger economic 
backdrop and rising yields, such as financials. Indeed, bond yields did rise sharply in the final months of the 
period but, as a result of these actions, the portfolio was able to deliver a strong positive return in one of the 
worst quarters for US bonds this century. 
 
In the final quarter over the reporting period, the equity exposure and inflation-linked bonds generated 
positive returns while the portfolio protections were a small drag on performance. Global stock markets 
experienced another strong few months, driven by record levels of liquidity, but a cautious equity weighting 
and some giveback of previous gains from interest rate options offset some of the gains from our equity 
selection. We feel a contained equity weight is warranted given the growing concerns over the latest Covid-
19 variants and flows into equities running at a pace that, if maintained for the year, could see equity funds 
take in more money in 2021 than in the previous 20 years combined. 
 
 
Factors that Helped Performance 
UK Equities 
For most of the period UK value and cyclical stocks made strong gains following a Brexit resolution and strong 
vaccine roll out. A late reversal of the rotation into value took some of the gloss off these performances, but 
BT (+67%), Lloyds Bank (+61%) and Natwest Group (+69%) showed healthy rises. 
 
 
Factors that Hurt Performance 
US Dollar 
The US dollar weakened, as the difference in US interest rates versus other countries has largely disappeared 
following the US Federal Reserve’s rate cuts as well as their other stimulus measures. 
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Summary performance attribution  
 
Five largest positive contributions  %  Five largest negative contributions  %  

 

UK equities    +6.3  US dollar   -0.9  

North America equities    +5.0  UK index-linked bonds  -0.6  

Europe equities   +3.0  eHealth  -0.3  

Japan equities    +3.0  Gold and gold equities  -0.1  

Non-sterling index-linked bonds  
 

+1.1  Bristol-Myers Squibb CVR   -1.1  

 

  

 

    

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Asset allocation     %     %   

  

Index linked gilts  - 13.0   UK/Europe equities   21.2   

Long - dated index-linked gilts  12.4   North America equities   8.6   

Short dated bonds  - 10.9   Japan  equities  6.3   

US TIPS and JGBIs   9.1   Asia ex - Japan equities  1.2   

Gold and gold equities   6.1   Other equities   2.2   

Illiquid strategies and options   5.4     

Cash   3.6     
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2. Underwriting Performance  
 
Results for all closed years, recorded as a percentage of capacity, including movements in prior 
years, underwriting expenses and the members’ agent’s fee are detailed below. Estimates for 2019 
and 2020 are from figures published as at 31 March 2021. 
 

Reporting Date Year of Account Talisman Result % Lloyd’s Average Result % 

31/12/2000 1998 ( 5.95) (10.47) 

31/12/2001 1999 (12.43) (19.78) 

31/12/2002 2000 (17.04) (23.86) 

31/12/2003 2001 (15.81) (21.11) 

31/12/2004 2002 11.91 9.01 

31/12/2005 2003 20.46 17.11 

31/12/2006 2004 11.81 10.94 

31/12/2007 2005 4.23 3.00 

31/12/2008 2006 25.26 27.57 

31/12/2009 2007 18.00 17.56 

31/12/2010 2008 8.44 11.00 

31/12/2011 2009 17.28 16.65 

31/12/2012 2010 3.11 2.29 

31/12/2013 2011 6.13 4.02 

31/12/2014 2012 10.75 11.92 

31/12/2015 2013 12.17 9.24 

31/12/2016 2014 12.91 10.86 

31/12/2017 2015 9.19 6.30 

31/12/2018 2016 2.68 (2.86) 

31/12/2019 2017 (5.24) (7.97) 

 31/12/2020 2018 (1.27) (5.88) 

Estimated 31/03/2021 2019 (2.4) (4.8) 

Estimated 31/03/2021 2020 1.0 0.3 

 

3. Dividend Payments 
 
The dividend policy of Talisman is to distribute the underwriting profit for each Year of Account, net 
of expenses and corporation tax, to those investors supporting that Year of Account. The dividend 
paid on a “B” share is equivalent to 1,000 “A” shares, except that the “B” share (supported by unpaid 
loan stock as part of a “unit”) does not benefit from the investment earnings of the company. 

 
Dividend 
Number 

Year of 
Account 

Date Paid Net Dividend per 
“A” Share 

Net Dividend per 
“B” Share 

1 2002 14/12/2005 9.2p £84.00 

2 2003 28/07/2006 5.0p £50.00 

3 2003 29/01/2007 6.0p £56.50 

4 2004 24/08/2007 3.0p £30.00 

5 2004 19/12/2007 2.7p £24.00 

6 2005 28/11/2008 2.0p £14.00 

7 2006 31/03/2009 4.0p £40.00 

8 2006 17/12/2009 8.0p £72.00 

9 2007 31/03/2010 3.0p £30.00 

10 2007 31/12/2010 6.0p £40.00 

11 2008 22/07/2011 2.0p £20.00 

12 2008 20/12/2011 3.5p £18.20 

13 2009 31/07/2012 3.6p  £36.00 

14 2009 23/04/2013 4.1p  £36.00 

15 2010 17/12/2013 2.1p £17.00 

16 2011 31/07/2014 1.6p £16.00 

17 2011 19/12/2014 2.0p £17.00 

18 2012 10/07/2015 3.3p £33.00 

19 2012 18/12/2015 3.5p £33.30 

20 2013 29/07/2016 3.5p £35.00 

21 2013 21/12/2016 3.7p £35.00 

22 2014 28/07/2017 3.5p £35.00 

23 2014 11/07/ 2018 4.0p £39.00 

24 2015 18/12/2018 2.7p £27.00 

25 2015 06/08/2019 2.8p £27.00 

25 2016 23/12/2020 1.3p £12.30 
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4. Result for the 2018 Year of Account 
  
When compared with the record losses of the previous year from Hurricanes Harvey, Irma and 
Maria the indications at the start of the year were that it would be a more moderate year. However 
the second half of the year saw an accumulation of losses from floods, tropical cyclones in the US 
and Japan, wildfires and earthquakes. The global insured loss was significantly higher than the 30 
year average, ranking it as the fourth costliest since 1980 for the insurance industry. 
 
Notable events were Hurricanes Michael and Florence in the Atlantic and Typhoons Jebi, Mangkhut 
and Trami in Asia. There was also the high impact from wildfires in California with Camp Fire being 
the costliest event to insurers in the year. 
 
Had it not been for the additional cost of Covid, a profit would have been reported rather than a 
pure underwriting loss of 0.52% of capacity, which compares very favourably to the market loss of 
5.88%. The reported loss is net of investment income and the release of redundant reserves from 
the prior closed years. Of the 16 syndicates supported, 6 produced a profit and 10 a loss. The best 
performer was Atrium 609 at 7.7% of capacity, and represents 11.1% of the portfolio. The worst 
was Hiscox 6104 with a loss of 48.8%, which represents just 0.44% of the portfolio. The latter had 
a high exposure to the typhoons that hit Japan. 

 
 

5. Forecast for the 2019 Year of Account  
 
The cost of insured losses, excluding Covid, was broadly in line with the average for the previous 
ten years. As in 2018, Japan was again struck by very severe typhoons. Hagibis and Faxai were 
two equally severe tropical cyclones which hit the Tokyo area. While Faxai swept over Tokyo Bay 
and made landfall in the city of Chiba, Hagibis struck further northwest, directly over the Yokohama-
Tokyo conurbation. 
 
The strongest hurricane of the Atlantic season, Dorian, caused catastrophic damage in the 
Bahamas, stalling over the island of Grand Bahama for one and half days. Originally it was feared 
that Dorian would also hit the southeast coast of the US, but a more northerly and easterly track 
largely spared the US mainland. 
 
After the record losses of the previous years the wildfire season in California was less severe. A 
wet winter ameliorated summer drought conditions as compared to recent summers. The bushfire 
season in Australia was severe and started early due to high temperatures and dry air. Various 
regions of Australia were affected including New South Wales but fortunately the flames did not 
reach Sydney itself. 
 
In this report last year a midpoint loss of 0.7% of capacity was predicted. That has now increased 
to 2.4%, due to the effect of Covid related claims and compares favourably with the market average 
loss of 4.8%. A near breakeven position when the account closes at 31 December 2021 would be 
welcome. 

 
 
6. Forecast for the 2020 Year of Account  
 
The first forecast for the 2020 year of account is from figures as at 31 March 2021 from managing 
agents. The published range is from a profit of 5.9% to a loss of 3.8% with a midpoint profit of 1.0%. 
This is despite the events detailed below and demonstrates the benefit of the improved trading 
conditions that have been compounding year on year. The final result will much depend on claims 
activity during the rest of the year, investment earnings in 2022 and the level of redundant reserves 
at closure but, based on current information, a profit nearer 2.5% is anticipated. 
 
Of the ten costliest natural disasters in 2020, six occurred in the US. The most destructive was a 
category 4 hurricane, Laura which made landfall on 27 August near Lake Charles in western  
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Louisiana. The hurricane season in the North Atlantic was hyperactive with a record setting 30 
storms of which 13 reached hurricane status and with 12 making landfall.  
 
In the central United States one of the costliest disasters was a strong “derecho”, a fast-moving 
line of severe thunderstorms that swept across the US Midwest on 10 August. The hardest hit state 
was Iowa where several million hectares of corn and soybean crops were destroyed. Once again 
a series of wildfires raged across the western United States affecting California, Colorado, 
Washington and Oregon. 
 
With many reinsurance contracts incepting on 1 January, claims resulting from Covid will tend to 
fall to the 2020 account, whereas insurance claims will affect the 2019 account more. We believe 
the estimates for this event included in the forecast are sensible and robust. 

 
 

7. Portfolio Planning 
 

Syndicate Split 2021 
 
In planning for 2021 Talisman was able to benefit from the pre-emptions on the A and B+ rated 
syndicates 386, 510, 609 and 623 such that these highly rated syndicates represent 80% of the 
portfolio.  
 
Syndicate 33 was downgraded from A to B+ by Argenta, members’ agent to Talisman, but 
maintains its core role in the portfolio. There were reductions in support on some B and C rated 
syndicates to balance the portfolio within its overall capacity of £30m for 2021.  
 
The small participation on Hiscox special purpose reinsurance syndicate 6104 was dropped due to 
the volatility of recent results and the level of support given by Talisman to their main syndicate 33. 
Capacity on Blenheim syndicate 5886 was purchased to replace that previously supported on a 
limited tenancy basis. The value of this syndicate capacity should grow with time and was acquired 
at a modest price. 
 
Overall, the portfolio continues with a lower level of risk compared with the market average and 
with a bias to higher quality rated syndicates. There is a spread of risk across various managing 
agents and classes of business written leading to lower than average catastrophe exposures. The 
guiding principal is that the portfolio each year should be better than the previous year. 

 

 
 
  
Full details are given in Section II.  
 

21.08%

19.21%

13.47%

12.37%

7.11%

6.08%

4.24%

4.15%
2.99%

9.30%
510

33

609

623

2791

386

2121

5886

2010

Other
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8. Market Trends and Renewals 
 
Overview    
 
There are two major drivers of demand for insurance at Lloyd’s. First is the amount of insurance 
that buyers want to buy; usually as economic activity grows, there are more exposures to insure 
and global insurance spending increases. Second, and this is more specific for Lloyd’s, is the flow 
of global insurance business. Lloyd’s is the global insurance market of last resort. What this means 
is that as the supply of local insurance markets contracts, a greater proportion of the business from 
around the world flows into Lloyd’s. Over the last few years, some classes, especially direct and 
facultative property have seen notable pull-backs in local markets. This has especially been the 
case in the US. The impact of this has been that proportionally more business has come to London 
and Lloyd’s underwriters can be more selective.  
 
The 2017 year of account was the first loss for Talisman since 2001, consequent to the 9/11 terrorist 
attack in the US. From the 4th quarter of 2017 onwards the market has responded with, so far, 
fourteen consecutive quarters of rate growth, as can be seen in this chart of the Marsh Global 
Insurance Market Index, updated to include the first quarter of 2021. 
 

 
 
 

What this means is that on average, an insurance policy paying £100 in 2017 will be paying around 
£137 for the same cover if it renewed during Q1 2021. The chart above does show some rate 
growth deceleration in Q1 2021, but it is important to note that it is still meaningful growth. 
 
Lloyd’s has a robust business planning process and all plans for 2021 had to be “logical, realistic 
and achievable” a theme which continues into 2022. Using the data from the approved plans a 
profit of 10% for the 2021 account is forecast and we would expect even better for 2022. 
 
The nature of Lloyd’s business means that premiums are usually invested in instruments which are 
as close to cash as possible, such as short-dated government bonds. Here, risk free yields have 
reduced as a result of aggressive easing of monetary policy. With global interest rates at historic 
lows and unlikely to normalise for some time, the ability for syndicates to make meaningful 
investment income to support underwriting returns is very limited. Syndicate performance will 
therefore be dependent on underwriting profitability and this is another factor that has helped drive 
premiums higher and help keep the rating environment stronger for longer.  
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The chart above shows Talisman’s spread of business across the major classes for the 2021 year 
of account, with further comments following. 

 
Direct Property  
 
Business interruption claims due to Covid have affected the property book as has the flow of 
weather related losses including wildfires. Despite the high frequency of loss, reinsurance 
recoveries have often been limited with such losses being within the syndicates’ own level of 
retention.  
 
However, the compounding of rate increase in recent years, coupled with tougher terms and 
conditions, has increased the profitability of this class as demonstrated by the falling impact of 
everyday attritional losses on the bottom line. Pricing levels have been increasing further during 
the year and are expected to continue, albeit at a reduced level, as underwriters continue to 
remediate the poorer performing accounts. This is Talisman’s largest sector of business and with 
good underwriting discipline has great potential.  

 
Property Reinsurance 
 
Despite the numerous catastrophe losses during the past four years, there remains a surplus of 
capacity in the reinsurance market. As a result, renewals are not reaching the levels underwriters 
are seeking but are at a level where profits are achievable. The increases achieved could be 
described as rational. Competition continues from the Insurance Linked Securities (ILS) market 
where capital also remains available. Whilst the cost of Covid has yet to be factored into pricing, 
as little has yet been collected from reinsurers, communicable disease clauses have been 
enhanced to provide greater clarity as have those relating to cyber claims. 
 

Casualty  
 
Rate increases continue to accelerate in many sectors of this class while cover is often more 
restricted. Double digit increases are often necessary to achieve adequate pricing in an 
environment of claims inflation coupled with the need for reserve strengthening.  
 
Cyber risks fall into this category and we remain wary of the involvement despite the clear 
opportunity for this expanding class of business. In particular, we are wary of the increasing number 
of ransomware claims. Nonetheless Cyber provides diversification and has been continuously 
profitable as a class. It responds well to claims experience, trades in a hard market and takes care 
with its wordings and exclusions. Cyber represents just 3.5% of the portfolio with 88% of that 
coming from leading syndicates 623 (1.5%), 510 (1.0%) and 33 (0.6%). 
 
Due to the impact of Covid, the contingency account has suffered unprecedented losses resulting 
from event cancelations. As might be expected the ability to purchase cover, including 
communicable disease, is now near impossible at an affordable cost. 

36.1%

13.4%
8.8%

7.1%

6.2%

5.4%

4.3%

4.0%
3.5%

3.3%
7.9%

Non Marine Property

Non Marine Property Reinsurance

Non Marine Liability (Ex US)

Marine

Non Marine Liability (Inc. US)

Professional Indemnity (Inc. US)

Energy

Professional Indemnity (Ex US)

Cyber

Aviation

Others



11 

 
The casualty treaty market continues to benefit from reduced competition, tighter policy coverage 
and significant price strengthening in many accounts. Robust pricing is essential to counter social 
inflation and ever changing legislation in the US. Providing there is good risk selection and clear 
policy wordings there are profits to be made. 

 
Marine 
 
Lloyd’s is regarded as the industry leader for marine risks with the largest sector being cargo. 
Recent performance had been poor resulting in an extensive remediation process with some 
reducing involvement and others withdrawing completely from various classes. Consequent to 
these measures and a reduction in capacity, significant price increases have been put through and 
in particular for hull and cargo business. Further hardening is expected as more risks are being 
written on an individual basis rather than through line slip or binder, thus giving more control back 
to the lead underwriter. 

 
Energy  
 
All sectors of the energy business are enjoying rate improvements with downstream benefitting the 
most and should continue to do so as the market builds on the discipline installed a few years ago. 
Further, underwriters should be able to charge more as oil prices continue to rise as more drilling 
and refining activity becomes economically viable. Upstream energy is in a more stable phase due 
to the lack of large operational losses with many areas of significant exposure having avoided the 
more recent windstorms. A growth area is renewable energy, particularly offshore wind, which is 
welcomed by Lloyd’s as part of its ESG (Environmental, Social and Governance) desires. This 
builds on Lloyd’s commitment to phasing out the insurance of certain industrial processes such as 
thermal coal power plants and mines, oil sands and new Arctic energy exploration 

 
Aviation  
 
Catastrophic incidents involving the Boeing 737 MAX, which led to the worldwide grounding of the 
fleet, has reinforced the pricing for reinsurance in the aviation market. Renewal prices are reported 
to be up 50% even for loss free clients. 
 
As we all know, Covid has severely restricted travel, resulting in reduced flight and passenger 
numbers. This however has upset the balance between exposure and premium. To compensate, 
minimum premiums have been put in place for many contracts. Nonetheless, aviation remains in 
an unsettled period but with the end perhaps in sight. The relationship between underwriter and 
policyholder is important at this time in considering both the current position and the eventual 
industry recovery, whilst maintaining profitability.
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9. Conclusion  
 
As the world begins to recover from one of the most challenging periods in living memory, Lloyd’s can 
be proud of the strength and resilience it has shown in the face of the Covid-19 pandemic. 
Notwithstanding these challenges, it has made strong progress with its three strategic priorities of 
performance, digitalisation and culture. The improvement in performance is evident in the data we 
receive and is the result of the necessary action taken by managing agents and Lloyd’s centrally. This 
is an ongoing process to deliver sustainable profitability over the long term. 
 
The pandemic highlighted the importance of digitalising the market place. Progress has been made but 
there is much still to do. The plan in place should deliver revolutionary change over the coming years, 
which will benefit customers, bring efficiencies and save costs.  
 
The culture of the Lloyd’s market is evolving and good progress has been made in the collective efforts 
to drive through the changes that are desirable to ensure that the market attracts and nurtures talent 
from every community and gender such that they feel safe, valued and respected. 
 
The challenge of climate change is also in sharp focus. The global insurance industry recognises its key 
role in the climate challenge and facilitating the carbon transition through the phasing out of fossil fuels 
and more rapid adoption of renewables. 
 
Whilst cyber is now part of the mainstream market at Lloyd’s, there will be further developments as our 
lives continue to become more digitalised. The risks will continue to evolve as will the measures taken 
to protect the exposures of people and businesses. 
 
In the Market Messages meeting in May, Lloyd’s confirmed that cyber was one of the thematic areas of 
focus for the market. Accordingly, the market is investing to ensure that it can capture the benefits 
presented by insuring cyber exposures and Lloyd’s has developed a six-point plan to ensure that it is 
as well placed as possible for this “key focus area for the market”. 
 

 Ongoing tactical actions 
1. Lloyd’s thematic underwriting review 
2. Ongoing forensic monitoring of risks underwritten 
3. Agile response to changing market conditions 

 Strategic considerations 
4. Market crisis management plan 
5. Supporting customers with risk mitigation solutions 
6. Government engagement 

 
We welcome these measures and with this level of scrutiny and analysis, there is a strong degree of 
comfort that Lloyd’s is addressing the challenges and opportunities presented by cyber in a sensible 
and constructive fashion as indeed it does for all challenging risks. 
 
Innovation is essential for successful businesses and Lloyd’s, with its ambition to be the world’s most 
customer-centric digital insurance platform, provides the facility for underwriters to experiment with new 
ideas in a controlled way which balances the need for appropriate oversight with the risk of not 
innovating fast enough. Non-standard risks are being explored that might not fit with the traditional 
markets such as those relating to intangible assets and new technologies. Whilst Talisman may have 
no immediate involvement, it is important to recognise the initiatives being developed in the market 
today for what may be mainstream products in the future.  
 
On the economic front, we seem to be towards the end of the Covid crisis. There is greater certainty 
about expected economic activity, the likely costs of the pandemic and governments’ responses to it. 
During 2020 it was impossible to judge what the impact of Covid was going to be and many likened it 
to a hurricane that was still blowing. In most of the major economies, the wind is starting to subside and 
the damage is being assessed. Crucially, insurers have now had the chance to respond to their losses 
and the general uncertainty of 2020. Barring intervening events, there is now greater confidence around 
trading in the remainder of 2021 and a positive outlook is shared by many for 2022.  
 
Lloyd’s has re- opened the underwriting room and the prospects for third party capital and Talisman are 
the best they have been for many years. We will endeavour to make the best of this opportunity for the 
company and its shareholders. 
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10. Syndicate Participations  
 
Detailed below are the syndicate participations for the 2018 account onwards as at 1 January for 
each year of account for all of Talisman’s corporate members trading at Lloyd’s. The numbers are 
not adjusted for any subsequent acquisitions in that year. 
 

Syndicate Underwriter 

 
Managing Agent Allocated Premium Limit 

   2018 
£ 

2019 
£ 

2020 
£ 

2021 
£ 

33 P Lawrence Hiscox 4,287,692 4,506,048 5,772,859 5,772,859 
 

218 M Hall  ERS 1,000,000 1,019,743 0 0 

318 N Chalk Cincinnati 679,661 709,661 730,497 730,497 
 

386 C Fresnau QBE 1,504,399 1,581,428 1,739,343 1,827,133 
 

510 M Mortlock Tokio Marine Kiln 4,280,000 4,542,844 5,511,435 6,334,674 
 

609 T Drysdale Atrium 2,503,741 2,694,524 3,405,533 4,049,258 
 

623 T Turner Beazley 2,232,520 2,437,873 3,058,412 3,716,846 
 

727 M Meacock Meacock 0 0 51,500 0 

1969 N Jones Apollo 300,000 593,333 593,333 700,133 
 

2010 J Barnes Lancashire 1,125,000 1,203,743 1,251,706 900,000 
 

21211 I Burford Argenta 1,193,596 1,288,596 1,610,745 1,275,000 
 

2791 R Trubshaw MAP 1,769,482 1,997,772 2,137,668 2,137,668 
 

4444 S Willmont Canopius  1,000,000 1,042,460 1,061,118 700,000 
 

5623 W Roscoe Beazley  0 30,003 296,699 398,465 
 

5886* N Destro Asta 234,000 1,039,991 1,392,631 1,247,101 
 

6103** R Trubshaw MAP 118,671 125,873 192,114 253,589 
 

6104*** A Dolphin Hiscox 100,000 198,588 198,588 0 

6111**** R Littlemore Catlin  200,000 N/A N/A N/A 

Total   22,528,762 25,012,480 29,004,181 30,043,223 

 

  No. of Syndicates  
16 

 
16 16 14 

 
 
1  Due to uncertainties relating to the final cost of Covid related claims, the 2018 year of account of Syndicate 

2121 remains open and will be reviewed at 31 December 2021.  
* Allocation for 2019 and 2020 includes limited tenancy capacity.  
**  Syndicate 6103 provides a specific catastrophe account quota share reinsurance of MAP Syndicate 2791. 
*** Syndicate 6104 provides a specific catastrophe account quota share reinsurance of Hiscox Syndicate 33. 
**** Syndicate 6111 provides a whole account quota share reinsurance of Catlin Syndicate 2003. 
 
Participation on the 6000 series of syndicates and syndicate 5623 is on a limited tenancy basis and they are not traded 
through the auction process.  
 

 
 
 
 
 
 



15 

 
11. Syndicate Pre-emptions  
 
The syndicates pre-empting, that benefitted Talisman for 2021, are detailed below. 
 

Syndicate Underwriter Managing Agent Pre-Emption % 

386 C Fresnau QBE 5.05 

510 M Mortlock Tokio Marine Kiln 14.94 

1969 N Jones Apollo 18.00 

609 T Drysdale Atrium 18.90 

623 T Turner Beazley 21.53 

5886 N Destro Asta 30.00 

 
12. Syndicate Capacity Purchased 
 
The syndicate capacity purchased by Talisman at the 2020 auctions is detailed below. 
 

Syndicate Managing Agent Capacity Cost £ 

5886 Asta 225,000 10,035 

 
13. Syndicate Capacity Sold 
 
The syndicate capacity sold by Talisman at the 2020 auctions is detailed below.  
 

Syndicate Managing Agent Capacity Value £ 

727 Meacock 
51,460 

 
39,063.52 

 

2121 Argenta 
998,992 

 
2,910.82 

 

4444 Canopius 
428,761 

 
15,622.39 

 

Total  
1,479,213 

 
57,595.73 

 

 
14. Syndicate Ratings  
 
Syndicate ratings are calculated and revised each year using various statistical ratios that Argenta 
has taken into account in determining support for individual syndicates. These include quantitative 
issues such as performance, the prudence of reserves, potential volatility in returns, the security 
behind the reinsurance programme and the level of delegated authority given by a syndicate to 
third parties. In addition, qualitative issues, such as the managing agent’s operational and 
governance structure, its strategy and its alignment of interest with capital providers are also taken 
into account. These are combined to produce an overall rating for each syndicate that ranges from 
“A” to “D”. The table below shows Talisman’s bias toward better rated syndicates and provides a 
comparison with the previous 2 years. The reduction in A rated syndicates for 2021 reflects the 
downgrading of Hiscox syndicate 33 to B+. 
 

Rating 
Talisman % Market % 

 
2021 2020 2019 2021 2020 2019 

A 33.0 49.6 46.5 33.7 46.5 44.9 

B+ 47.2 35.5 35.7 38.0 30.7 31.2 

B 4.2 4.5 4.2 6.0 6.0 6.5 

C+ 4.3 0 2.4 5.6 0 1.3 

C 11.2 10.4 11.2 12.2 11.7 16.1 

D 0.0 0 0 4.5 5.1 0 
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15. Risk Ratings  
 
The Risk Rating has been compiled as an indicator of the level of each syndicate’s trading and 
management risk as perceived by Argenta. “Risk” may be defined, in this context, as the likelihood 
of the syndicate suffering a large, above average, loss as assessed by reference to a number of 
quantitative and qualitative criteria as follows:  
 

 The Syndicate Capital Requirements produced by Lloyd’s (reflecting the volatility of the 
business written;  

 The volatility of past syndicate results;  

 The exposure to catastrophic loss (as determined by syndicates’ Realistic Disaster 
Scenarios);  

 The exposure to reinsurance failure;  

 The quality of the managing agent. 
 
The Risk Rating is not therefore a measure of potential profitability. Nor does the fact that a 
syndicate has a lower rating mean that it will not suffer a large loss. Rather, a lower rating would 
suggest that, based on a number of objective tests, followed by a subjective assessment, the 
syndicate is thought less likely to suffer an abnormally large loss. Insurance is inherently a high risk 
business and therefore the emphasis of this analysis is on relative risk. The table below 
demonstrates Talisman’s bias away from higher risk syndicates in comparison to the market.  
 

Rating 
Talisman % Market % 

 
2021 2020 2019 2021 2020 2019 

Very High 0.8 1.3 1.3 4.5 5.2 5.8 

Higher 6.6 7.3 0.1 10.5 9.7 6.8 

Medium to Higher 22.2 30.2 51.7 25.3 30.5 47.7 

Medium 70.4 61.2 46.9 59.7 54.6 39.7 

 

16. Business Split Analysis 
 
The table below shows the estimated business split of Talisman for the 2021 Year of Account. As 
a comparison, we show the market average for all capacity available to third party capital providers 
and the figures for 2019 and 2020. The categories used are based on the estimated split of account 
supplied by syndicates in their 2021 business forecasts and adjusted to take account of the level 
of premium income forecast to be written. The initial risk codes supplied by syndicates are 
numerous, accordingly Argenta combines these initial codes into the broader categories shown.  
 

Risk Category Talisman % Market Average % 

 2021 2020 2019 2021 2020 2019 

Non Marine Property 36.1 35.8 32.2 33.9 33.7 30.9 

Non Marine Property Reinsurance 13.4 13.9 14.1 16.2 15.4 16.3 

Non Marine Liability (Ex US) 8.8 9.1 9.1 7.5 7.9 8.4 

Marine 7.1 6.9 6.2 6.0 6.0 5.0 

Non Marine Liability (Inc. US) 6.2 6.8 6.7 6.0 6.6 7.1 

Professional Indemnity (Inc. US) 5.4 4.2 4.0 5.8 5.0 4.7 

Energy 4.3 4.5 4.8 4.1 4.1 4.3 

Professional Indemnity (Ex US) 4.0 3.2 3.1 3.6 2.9 3.0 

Cyber 3.5 4.2 4.2 3.8 4.9 4.7 

Aviation  3.3 2.7 2.3 2.9 2.3 2.0 

Pecuniary Loss/Political Risk 2.8 3.2 3.4 2.3 3.0 3.1 

Accident & Health 2.4 2.9 2.8 2.3 2.7 2.8 

Marine Reinsurance 1.0 1.1 1.1 1.0 1.1 1.0 

Aviation Reinsurance 0.6 2.7 0.6 0.7 2.3 0.6 

Space & Satellite  0.6 0.5 0.5 0.6 0.4 0.5 

Non Marine Liability Reinsurance 0.5 0.4 0.8 0.8 0.7 1.2 

UK Motor 0.1 0.1 4.1 2.7 2.9 3.8 
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17. Realistic Disaster Scenarios (RDS) 
 
The table below illustrates the potential net impact of the “Realistic Disaster Scenarios” (RDS) on 
Talisman’s portfolio. RDS are standardised catastrophic loss scenarios which Lloyd’s requires all 
syndicates to calculate each year to estimate their potential gross loss (before reinsurance 
recoveries) and net loss (after reinsurance recoveries) in their Business Forecasts.  
 
As RDS are estimates, they are based on assumptions by the managing agency on their likely 
levels of income, business written and reinsurance purchased for the year. Therefore they are very 
much subject to change. In all cases Argenta has taken Managing Agents’ projected exposure 
contained in their 2021 Business Forecasts.  

 
Changes to the underwriting policy, reinsurance programme and rating levels will all change the 
actual exposure. It is also important to note that a single loss can impact a number of different 
underwriting years, depending upon the inception date of the affected policies. Managing Agents 
are expected to report on the aggregate exposure to all underwriting years i.e. if they report an 
exposure of 10%, this might be made up of 7% to the 2021 year of account, 2% to the 2020 account 
and 1% to 2019 and not as 10% to 2021.  
 
The percentages shown represent a guide to the potential net cost to Talisman in the event of the 
occurrence of one of these loss scenarios, and not the final result of the year of account. Other 
non-aggregating sections of the account could, depending on their profitability, produce profits to 
mitigate such catastrophe losses. They could also, of course, produce further losses. The figures 
should be treated as indicative, as actual losses are likely to be different, particularly in the event 
of a series of major losses occurring in the same period.  

 

Catastrophe Scenario Talisman % Market Average % 

 2021 2020 2019 2021 2020 2019 

Whole World Natural Catastrophe AEP 1 in 30 19.4 18.6 19.2 22.9 22.3 22.3 

US Windstorm AEP 30 Year Return Period 13.9 13.2 13.5 16.5 16.1 15.8 

Terrorism – Rockefeller Centre 10.5 10.6 9.2 12.4 12.6 11.4 

Cyber – Major Data Security Breach 10.2 10.8 10.2 10.1 11.3 10.3 

US Earthquake AEP 30 Year Return Period 7.5 6.8 6.8 8.9 8.4 8.4 

Loss of Major Complex 7.3 6.8 6.3 10.4 10.1 9.7 

Aviation Collision 6.2 5.9 5.3 5.9 5.8 5.3 

Marine Event 5.4 4.7 4.9 5.3 4.7 4.7 

 
RDS Descriptions  

Whole World Natural Catastrophe AEP 1 in 30 

US Windstorm AEP 30 Year Return Period  

US Earthquake AEP 30 Year Return Period  

These scenarios denote each syndicate’s exposure to a catastrophic event, the impact of which is 
what might be expected to occur only once in every thirty years. To calculate these exposures, 
syndicates use a sophisticated model that runs multiple simulations of events to determine the 
impact of these 1 in 30 year losses:  
 

Whole World Natural Catastrophe AEP 1 in 30 A natural catastrophe, be it an earthquake, 
windstorm, flood anywhere in the world. 

US Windstorm AEP 30 Year Return Period A Windstorm in the USA 

US Earthquake AEP 30 Year Return Period An Earthquake in the USA 

 
To put these exposures into context, these RDS events might be expected to occur once every 30 
years. Members’ capital requirements envisage losses at a level that might occur once every 200 
years. 
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In syndicates’ 2021 business plans, exposures are based on the modelling output typically used 
for reinsurance purchase which better explains how frequently a given loss might be expected to 
occur over a prolonged (many hundreds of years) period. These models are also extensively used 
in determining the level of capital required for a syndicate to be resilient to the size of loss that can 
be expected to recur once every 200 years. The parameter that Lloyd’s uses is called the Aggregate 
Exceedance Probability (or AEP) and it calculates the total loss that the syndicate would expect to 
experience once every thirty years arising out of the particular peril.  
 
Therefore, a “1 in 30 year US Wind AEP” describes the anticipated loss from all US wind events in 
a single year that would be expected to recur once in thirty years. Note the word “aggregate” in 
AEP means that this exposure could be consequent upon a single large event, or a combination of 
smaller events.  
 
Aviation Collision 

Assumes a collision between two aircraft over a major city, anywhere in the world, using the 
syndicate’s two highest airline exposures. Assumes a total liability loss of up to US$4 billion, 
comprising of up to US$2 billion per airline and any balance up to US$1 billion from an air traffic 
control liability policy(ies) and/or a major product manufacturer’s product liability policy(ies), where 
applicable. Consideration should also be given to other exposures on the ground. 
 
Cyber Attack 

A series of simultaneous cyber-attacks are launched on large multinational organisations across 
one industrial sector with the intention of causing major disruption and financial loss to 
organisations. During the attacks, customer data (e.g. internet protocol address, credit card details 
and other information) is lost. 
 
The attacks target vulnerabilities in the operating systems, web applications and/or software used 
by these organisations. For the purposes of this exercise it is assumed that multiple systems and/or 
multiple organisations using the same systems/software are affected. The hacking attacks may 
take the form of a virus, or an alternative vector of attack. As a result of the breach, customer 
management and trading systems, networks and supply chains are disrupted at these 
organisations for a duration of 24 hours. 
 
Assumes the ten largest clients worldwide are targeted, in the sector with the greatest exposure 
and that all client data at these organisations is lost, that class actions are pursued and there will 
be organisations that face third party liability claims  
 
Loss of Major Complex 

Assumes a total loss to all platforms and bridge links of a major complex. Includes property 
damage, removal of wreckage, liabilities, loss of production income and capping of the well. 
 
Marine Collision 

A cruise vessel carrying 2,000 passengers and 800 staff and crew is involved in a high-energy 
collision with a fully laden tanker of greater than 50,000 DWT with 20 crew. The incident involves 
the tanker sinking and spilling its cargo; there are injuries and loss of lives aboard both vessels. 
 
Assumes an apportionment of negligence of 30% to the tanker owner and 70% to the cruise vessel 
and that the collision occurs in US waters.  
 
Assumes that the cost of pollution clean-up and compensation fund amounts to US$2 billion. This 
would result in claims against the International Group of P&I Associations’ General Excess of Loss 
Reinsurance Programme, and any other covers that might be in force. 
 
Assumes an additional compensation to all passengers and crew for death, injury or other costs of 
USD1.15 billion and removal of wreck for the Tanker of USD100m. The cruise ship is severely 
damaged but is towed back to a safe harbour (repair estimate US$50m and US$10m for salvage 
operations). 
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Terrorism 

Rockefeller Centre Event - The Midtown Manhattan area, New York, at 11:00am on 1st January 
suffers a 2-tonne bomb blast attack causing collapse and fire following within a radius of 200m, 
massive debris damage to surrounding properties up to a radius of 400m and light debris damage 
to surrounding properties up to a radius of 500m. 1,000 blue/white collar worker deaths and 2,500 
injuries in total.  
 
Overland/underground transport systems are partially damaged, leading to significant business 
interruption exposure for a period of three months. 
 
All possible affected business classes should be included in the calculations, such as Contingent 
Business Interruption and Specie/Fine Art. 
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