
Hiscox Ltd 
Investor presentation 

May 2020 



This document is not for publication, release or distribution (in whole or in part), directly or indirectly in, into or from Australia, Canada, the Republic of South Africa, Japan, Jersey or any jurisdiction where to do so 

would constitute a violation of the relevant laws of such jurisdiction. 

 

This document is being provided to you solely for your information. This document and the related presentation do not constitute or form part of, and should not be construed as, any offer, invitation or 

recommendation to purchase, sell or subscribe for any securities of Hiscox Ltd (the "Company") in any jurisdiction and neither the issue of the information nor anything contained herein shall form the basis of or be 

relied upon in connection with, or act as an inducement to enter into, any investment activity.  

 

Any securities referred to herein have not been and will not be registered under the US Securities Act of 1933, as amended (the "Securities Act"), and may not be offered or sold in the United States absent 

registration under the Securities Act or an available exemption from, or transaction not subject to, the registration requirements of the Securities Act and in accordance with any applicable securities laws of any state 

or other jurisdiction of the United States. There will be no public offer of the securities of the Company in the United States. 

 

This presentation has been issued by and is the sole responsibility of the Company. No representation or warranty, express or implied, is or will be made as to, or in relation to, and no responsibility or liability is or 

will be accepted by any other party or any of their respective affiliates or agents as to, or in relation to, the accuracy or completeness of this presentation or any other written or oral information made available to or 

publicly available to any interested party or its advisers, and any liability therefore is expressly disclaimed. 

 

The information and opinions contained in this document are provided as at the date of such presentation and are subject to change without notice. The information set out herein is subject to updating, completion, 

revision, verification and amendment, and such information may change materially. This document and the related presentation have not been independently verified, some of the information is subject to change, 

and no representation or warranty, express or implied, is made or given by or on behalf of the Company or any their respective parent or subsidiary undertakings, or the subsidiary undertakings of any such parent 

undertakings, or any of such person's respective directors, officers, employees, agents, affiliates or advisers, as to, and no reliance should be placed on, the accuracy, completeness or fairness of the information or 

opinions contained in this document or the related presentation and no responsibility or liability is assumed by any such persons for any such information or opinions or for any errors or omissions. All information 

presented or contained in this document and the related presentation is provided as at the date of such presentation and is subject to verification, correction, completion and change without notice. In giving this 

presentation, none of the Company or any of its parent or subsidiary undertakings, or the subsidiary undertakings of any such parent undertakings, or any of such person's respective directors, officers, employees, 

agents, affiliates or advisers, undertakes any obligation to amend, correct or update this presentation or to provide the recipient with access to any additional information that may arise in connection with it. 

 

Certain information contained in this presentation constitute "forward-looking statements" with respect to the financial condition, performance, strategic initiatives, objectives, results of operations and business of the 

Company. All statements other than statements of historical facts included in this presentation are, or may be deemed to be, forward-looking statements. Without limitation, any statements preceded or followed by 

or that include the words ''targets'', ''plans'', ''believes'', ''expects'', ''aims'', ''intends'', ''anticipates'', ''estimates'', ''projects'', ''will'', ''may'', "would", "could" or "should", or words or terms of similar substance or the 

negative thereof, are forward-looking statements. Forward-looking statements include statements relating to the following: (i) future capital expenditures, expenses, revenues, earnings, synergies, economic 

performance, indebtedness, financial condition, dividend policy, losses and future prospects; and (ii) business and management strategies and the expansion and growth of the Company's operations. Such forward-

looking statements involve risks and uncertainties that could significantly affect expected results and are based on certain key assumptions. Many factors could cause actual results, performance or achievements to 

differ materially from those projected or implied in any forward-looking statements. The important factors that could cause the Company's actual results, performance or achievements to differ materially from those 

in the forward-looking statements include, among others, global events (such as pandemics), economic and business cycles, the terms and conditions of the Company's financing arrangements, foreign currency 

rate fluctuations, competition in the Company's principal markets, acquisitions or disposals of businesses or assets and trends in the Company's principal industries. Due to such uncertainties and risks, you are 

cautioned not to place reliance on such forward-looking statements, which speak only as of the date hereof. In light of these risks, uncertainties and assumptions, the events described in the forward-looking 

statements in this presentation may not occur. The forward-looking statements contained in this presentation speak only as of the date hereof. The Company expressly disclaims any obligation or undertaking to 

update or revise publicly any forward-looking statements, whether as a result of new information, future events or otherwise. 

 

Given the recent and evolving nature of the COVID-19 situation, certain statements contained in this presentation represent estimates made by the Company based on its current view of the likely risk scenarios 

presented by COVID-19 as at the date of this document, and on the basis of broad assumptions about coverage, liability and reinsurance, which may be subjected to legal challenge or legislative actions. Other 

estimates, based on alternative risk scenarios and/or assumptions, could give rise to different potential outcomes. Accordingly, the Company expressly disclaims any obligation or undertaking to update or revise 

publicly any such estimates in future, and you are cautioned not to place reliance on such estimates. 

 

Certain information contained herein is based on the Company's own internal research and estimates based on the knowledge and experience of the Company's management in the market in which the Company 

operates. While the Company believes that such research and estimates are reasonable and reliable, they, and their underlying methodology and assumptions, have not been verified by any independent source for 

accuracy or completeness and are subject to change without notice. Accordingly, reliance should not be placed on any of the industry or market data contained in this document. 

 

By reading or accepting a copy of this document, you agree to be bound by the foregoing limitations. 

Disclaimer 
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• US wholesale and reinsurance markets expected to continue to harden 

• Moving to strengthen capital buffers amid unprecedented uncertainty 

• Placing of up to 19.99% headlines range of proactive capital and operational initiatives 
• UK business interruption 12-week risk scenario shows range of modelled outcomes from £10m-£250m1 

Proactive and comprehensive response to COVID-19 

Key messages 
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1Estimates are based the Company's current view of the likely risk scenarios presented by COVID-19 as at the date of this document, and on the basis of broad assumptions 
about coverage, liability and reinsurance, which ultimately may be subjected to legal challenge or legislative action. Other estimates, based on alternative risk scenarios and/or 
assumptions, could give rise to different potential outcomes. 

• Estimated Q1 BSCR capital ratio of 195% (estimate as at 31 December 2019: 205%) 

• Ability to withstand a range of downside scenarios 

Robust capital position 

• Continued positive momentum in Hiscox London Market – rising rates and improving T&Cs 

• Hiscox Re & ILS well positioned to capture opportunities presented by expected capital contraction 

• Long-term growth opportunities in Hiscox Retail – small market shares in large markets. Retail 

combined ratio target for 2022 remains 90-95%. 

Significant organic growth opportunities ahead 

Given earnings pattern of premiums, expect transaction to be EPS and ROE 

accretive in 2022 



Year to 31 March 2020 Constant 

currency 

GWP 

$m 

GWP 

change 

% 

 

 

 

GWP 

change 

% 

Hiscox Retail 635.1 7 8 

Hiscox UK 181.7 2 3 

Hiscox USA 227.0 7 7 

Hiscox Europe 173.4 12 15 

Hiscox Special Risks 41.2 8 8 

Hiscox Asia 11.8 34 30 

Hiscox London Market 254.5 11 12 

Hiscox Re & ILS 292.2 (15) (15) 

Total 1,181.8 1 2 

Q1 2020 trading update 
A strong start to the year 

4 Percentage growth reflects March 2019 to March 2020  

• Strong trading 
performance in Retail 

– Europe the 
standout performer 

– USA momentum 
continues 

– Commercial lines  
driving UK growth 

• London Market benefiting 
from third consecutive 
year of rate improvement  

• Keeping powder dry in  
Re & ILS, with top line  
reducing as planned. 
Rates up 7%. 

• Capital contraction 
expected to drive rates  
up further 

• All financial guidance for 
2020 withdrawn due to 
uncertain impact of 
COVID-19 on global 
economy 



Long-term diversified growth 
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Total Group controlled income ($) 

*Hiscox Retail includes $1.5m GWP of fully re-insured run-off portfolios. 

Hiscox Re & ILS Hiscox UK 

G
ro

s
s
 w

ri
tt

e
n

 p
re

m
iu

m
s
 (

$
m

) 

Hiscox London Market Hiscox Europe 

Hiscox Special Risks 

Hiscox USA 

Hiscox Asia 

H
is

c
o

x
 R

e
ta

il
* 

H
is

c
o

x
 L

o
n

d
o

n
 M

a
rk

e
t 

H
is

c
o

x
 R

e
 &

 I
L

S
 

0 
 -

 500

 1,000

 1,500

 2,000

 2,500

 3,000

 3,500

 4,000

 4,500

 5,000



• Diversified business model 

reduces risk profile 

• Investment and innovation 

− Over $500m invested  

in brand and marketing 

since 2010 

− $320m invested  

in upgrading IT 

infrastructure since 2013 

• Cautious approach to 

reserving 

What drives us 

• Culture of underwriting 

discipline 

− 10-year average  

Group COR 91% 

• Constant course correction 

– Good growth in all 

segments while exiting 

$200m of business  

in 2019 

• Manage the cycle in  

big-ticket business 

– Positioned for rising tide as 

capital contraction drives 

rates up 

Active portfolio 

management 

• Diversification provides 

resilience 

– Weathered an 

unprecedented three 

successive years of  

material catastrophes  

while maintaining strong 

capital buffers 

– Returned $338m of capital 

from 2017-2019 

• Proven history of investment 

driving profitable growth 

– 10-year Retail CAGR 8% 

Long-term track record 

Culture of discipline and cycle management 
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• Actively settling claims for 

covered losses 

• Expect to pay up to $150m of 

net claims based on six months 

of government restrictions 

• Additional $25m net  

if restrictions are extended 

• These claims are progressing 

in line with expectations and 

disclosed pandemic realistic 

disaster scenario 

Event cancellation, media 

and travel 

• Core UK property policies do not 

cover business interruption (BI) 

as a result of general measures 

taken by UK government in 

response to a pandemic 

• Limited BI exposure in Europe  

• Negligible BI exposure in the 

US, where small business 

policies use a standard ISO 

form with an explicit virus 

exclusion 

Retail business 

interruption 

• No material exposure to lines 

such as trade credit which are 

heavily impacted by COVID-19 

• Exposure to losses in London 

Market and reinsurance 

currently uncertain 

• Hiscox London Market has 

small market share in major 

property 

• Hiscox Re & ILS underweight 

in Europe with modest net 

premium retention 

• Too early to estimate  

third-party liability losses  

and recessionary impacts 

Balance of portfolio 

COVID-19 underwriting portfolio impacts 
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Reinsurance programme provides substantial protection, purchased from high 

quality, diverse panel of reinsurers 



UK business interruption risk scenario 
 

Background 

• Approximately 10% (33,000) of UK commercial customers purchase property insurance which includes an element of 
business interruption. 

• Like others in the industry, Hiscox UK’s property policies do not provide cover for business interruption as a result of the 
general measures taken by the UK government in response to a pandemic. Notwithstanding this is not a covered loss, we 
have provided a risk scenario for illustrative purposes. 

Underlying assumptions 

• We believe 10,000 of these customers have been mandated to close as a result of the general national measures taken 
by the UK government 

• We believe three-quarters of the remaining customers are not premises dependent 

Risk scenario (based on 33,000 customers) 

• Scenario models the impact of a 12-week lockdown, taking into account:  

– Our view of the number of customers either ordered to close or with premises materially impacted 

– Savings likely to be made by customers on their normal business expenses 

– Various forms of government relief available to businesses 

– Adjusting for wider business trends resulting from reduced economic activity 

• Based on this risk scenario, our analysis suggests a range of possible outcomes between £10 million and £250 million net 
of reinsurance1,2 

FCA route to resolution 

• FCA has announced a legal process involving multiple carriers to resolve coverage disagreements.  
We support this approach. 

• In the event cover is found to exist, individual customer fact patterns will be considered and loss adjustment of each claim 
would then take place 
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1Estimates are based the Company's current view of the likely risk scenarios presented by COVID-19 as at the date of this document, and on the basis of broad assumptions about 
coverage, liability and reinsurance, which ultimately may be subjected to legal challenge or legislative action. Other estimates, based on alternative risk scenarios and/or 
assumptions, could give rise to different potential outcomes. 
2Estimates do not include previously-disclosed $150-175 million for claims from event cancellation and abandonment, media and entertainment and other segments including travel 



Comprehensive view of capital 
Proactive capital optimisation to achieve strong returns 
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Capital actions Strong capital position Funding profitable growth 

• Accelerating operational 

efficiencies (expected 

$60m-90m saving vs. plan 

in 2020) 

• Continue conservative 

approach to investment 

portfolio 

• Adjusting business mix and 

exposures (e.g. Nat Cat) 

• $100m of new catastrophe 

reinsurance protection 

purchased; more in 

progress 

• No dividend in 2020 

($125m benefit) 

• Up to 19.99% placing 

• BSCR at 195% after 

absorbing reserved  

COVID-19 claims and  

$79m mark to market loss 

on bonds and reduction in 

equities 

• Robust reserves: 

approximately $300m 

above actuarial estimate 

• Comfortably above all 

regulatory, economic, and 

management buffers 

• S&P affirmed A rating and 

maintained stable outlook 

for the Group on 28 April 

• 250% post-placing BSCR 

 

• Track record of generating 

returns materially above 

cost of capital 

• Expect market to harden 

further 

• Rising rates and improving 

T&Cs in Hiscox London 

Market 

• Hiscox Re & ILS well 

positioned to capture 

opportunities 

• Continued growth 

opportunity in Hiscox Retail 

• Retail growth ambition  

5-15% p.a. through the 

cycle 



195% 

250% 

235% 

31-Mar-2020
estimate

Capital management
actions

Ordinary
equity raise

Pro-forma Expected
pandemic impact

Pro-forma post
expected pandemic

Capital strength 
Positioned to withstand stress scenarios 

10 1Expected pandemic impact consistent with $175 million loss estimate previously disclosed, less amount included in 31 March 2020 estimate 
2Further decline in equity markets assumed to take place from 31 March 2020 and result in $50 million investment loss 
3Economic recession scenario assumes further $250 million pandemic impact in addition to $175 million pandemic loss estimate previously disclosed 

• Pre-equity raise capital 
position sufficiently robust 
to withstand expected 
COVID-19 losses and  
risk scenario, while 
maintaining capital 
consistent with  
S&P A rating  

• Equity raise immediately 
strengthens BSCR  
to 250% 

• Ample liquidity 

• Post-equity raise capital 
position sufficiently robust 
to withstand both 
scenarios and remain 
consistent with 
maintaining S&P A rating 

• Capital position supports 
future growth 

Illustrative scenario Description 
Illustrative 

BSCR  range 

#1  Natural catastrophe 
US windstorm modelled mean loss for a 25-50 year return 

period 
215-225% 

#2  Economic recession 

10% decline in equity markets2, additional $250 million 

pandemic loss3, 5% reduction in Group GWP and additional 

4ppts Group loss ratio deterioration 

170-180% 

#1 

#1 + #2 

Bermuda Solvency Capital Requirement (BSCR) 

1 



Strong rate momentum in big-ticket 
Conditions expected to continue to improve 
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8% 
7% 

11% 12% 

FY19 FY17 FY18 1Q20 

-3% 

5% 
6% 7% 

FY17 FY18 FY19 1Q20 

• Third consecutive year of rate increases 

• Overall rates up 12% YTD 

• Rates up in 15 of 16 lines 

• Rates up double-digits in business contributing 70% 

of premium including: D&O (+85%), GL (+26%), 

cargo (+23%), major property (+16%), household 

and commercial property (+11%) 

• Terms and conditions improving 

Hiscox London Market  

Hiscox Re & ILS • Overall rates up 7% in Q1. Up 8% including 

April renewals. 

– Japan: windstorm up 38%, combined perils 

up 20% 

• Rates up in every line of business 

– Retrocession up 15% 

– International catastrophe up 12% 

– North American catastrophe up 7% 



Hiscox Retail 
Significant long-term growth opportunity 

12 1Finaccord 

Small market shares in large markets  

• Over $80bn GWP to play for, with 50m SMEs  
and growing 

• We have one million small business customers 
worldwide 

Fast growth in our sweet spot 

• Micro-SME insurance the largest and fastest 
growing segment1 

• Online insurance penetration remains low,  
even in developed markets 

• Investment in technology and automation 
expected to deliver further efficiencies 

Conditions improving in US Retail 

• US rates up 4% across the portfolio, with terms 
and conditions improving 

• Strong growth opportunities in all channels 



• US wholesale and reinsurance markets expected to continue to harden 

• Moving to strengthen capital buffers amid unprecedented uncertainty 

• Placing of up to 19.99% headlines range of proactive capital and operational initiatives 
• UK business interruption 12-week risk scenario shows range of modelled outcomes from £10m-£250m1 

Proactive and comprehensive response to COVID-19 

Key messages 
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1Estimates are based the Company's current view of the likely risk scenarios presented by COVID-19 as at the date of this document, and on the basis of broad assumptions 
about coverage, liability and reinsurance, which ultimately may be subjected to legal challenge or legislative action. Other estimates, based on alternative risk scenarios and/or 
assumptions, could give rise to different potential outcomes. 

• Estimated Q1 BSCR capital ratio of 195% (estimate as at 31 December 2019: 205%) 

• Ability to withstand a range of downside scenarios 

Robust capital position 

• Continued positive momentum in Hiscox London Market – rising rates and improving T&Cs 

• Hiscox Re & ILS well positioned to capture opportunities presented by expected capital contraction 

• Long-term growth opportunities in Hiscox Retail – small market shares in large markets. Retail 

combined ratio target for 2022 remains 90-95%. 

Significant organic growth opportunities ahead 

Given earnings pattern of premiums, expect transaction to be EPS and ROE 

accretive in 2022 



Placing size 

 

• Up to 57.7 million new shares (up to 19.99% of issued share capital) 

 

Placing structure 

 

• Primary Institutional Placing (‘Placing’) via a cashbox 

 

Lock-up 

 

• The Company will be subject to a 90 day lock-up arrangement 

 

Offer format 

 

• Reg S offering and private placement to QIBs in the US 

Use of proceeds • Primary proceeds to be used to position the Group to respond to future growth 

opportunities in the US wholesale and reinsurance markets 

Ranking  • New shares rank pari passu with existing shares 

Overview of the offering 
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Further information  
on Hiscox 



Strategic focus 
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A symbiotic relationship 
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Small commercial Reinsurance Property Art and private client Specialty Global casualty Marine and energy

An actively managed business 
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Period-on-period in 
constant currency 

2019 GWP 

 

Property 

Marine 

Aviation 

Casualty 

Specialty 

Professional  
liability 

Errors and  
omissions 

Private  
directors and  

officers’ liability 

Cyber 

Commercial 
small package 

Small 
technology  
and media 

Healthcare  
related 

Media and 
entertainment 

Kidnap and 
ransom 

Contingency  

Terrorism  

Product recall 

Personal  
accident 

Home and 
contents 

Fine art  

Classic car  

Luxury motor 

Asian motor 

Commercial 
property 

Onshore energy 

USA homeowners  

Flood programmes 

Managing general 
agents 

International 
property 

Cargo 
Marine hull 

Energy liability 
Offshore energy 
Marine liability 

Public D&O  
Professional 

indemnity 
Large cyber 

General liability 

+10% 
$1,568m 

+11% 
$982m 

+1% 
$446m 

+1% 
$456m 

+4% 
$574m 

+28% 
$275m +17% 

$229m 

Total Group controlled premium 31 December 2019: $4,530 million 



An improving market 
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Core London Market All retail Catastrophe reinsurance 

12-month rolling period ending 

0

20

40

60

80

100

120



50.7% 

8.1% 

11.6% 

11.9% 

17.7% 

North America

Other

Western Europe (excl. UK)

Worldwide

UK

GWP geographical and currency split 

20 

20.1% 

63.8% 

6.0% 

10.1% 

GBP

USD

CAD and other

EUR

2019 geographical split – controlled income  2019 currency split – controlled income  



A.M. Best S&P Fitch Hiscox
integrated

capital model
(economic)

Hiscox
integrated

capital model
(regulatory)

Bermuda
enhanced
solvency
capital

requirement

Robust capital position 
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$2.28bn available capital 

$2.19bn available capital (post-final dividend) 

 

• All capital bases 
satisfactorily capitalised 

• BMA’s Bermuda  
Solvency Capital 
Requirement (BSCR) is 
Solvency II equivalent 

• BSCR 205% (2018: 210%), 
equivalent to a regulatory 
capital surplus of $1.4bn 

• First year of three-year 
process to strengthen BSCR 
formula now complete 

• Based on current position, 
full strengthening would 
reduce BSCR by 20ppts, 
expected to be largely 
offset by capital generation  
and optimisation over  
next two years 

Rating agency assessments shown are internal Hiscox assessments of the agency capital requirements on the basis of year-end 2019. 
Hiscox uses the internally developed Hiscox integrated capital model to assess its own capital needs on both a trading (economic) and  
purely regulatory basis. All capital requirements have been normalised with respect to variations in the allowable capital in each assessment 
for comparison to a consistent available capital figure. The available capital figure comprises net tangible assets and subordinated debt. 

Economic Regulatory 

31 December 2019 

After phase 1  

of new BSCR 

formula 

After phase 3  

of new BSCR  

formula 



Reserve resilience continues 
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Loss development by accident year • Robust reserves 9.4% 
(2018: 11.0%) above 
actuarial estimate 

• 2018 impacted by 
deterioration on 
catastrophes and  
reserve caution 

• 2016 and 2017 impacted 
by strengthening  
on healthcare and  
US casualty 

• Tail length of casualty 
business 3-5 years  
on average 

• Reserve releases 
expected to be  
3-5% of opening net 
reserves in 2020 

2012 2013 2014 2015 2016 2017 

0.60

0.65

0.70

0.75

0.80

0.85

0.90

0.95

1.00

1.05

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8

2018 

Reserve release as % of opening net reserves 

12% 
13% 13% 13% 

11% 

1% 

2014 2015 2016 2017 2018 2019



Hiscox ESG framework 
A pragmatic approach 
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Thank you 


