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Since joining Hiscox in 
1999, Rob Caton has led 
a number of analytics 
and modelling teams and 
is now responsible for 
underwriting risk across 
the Group, including natural 
catastrophe risk, casualty 
risk, cyber risk and the 
outwards reinsurance 
purchasing needed to  
hedge those risks.

Q: In 2021, what were the 
major areas of focus for  
you and your team?
A: Covid-19 has, of course, 
been a really meaningful 
issue for our area and a major 
contributor to our workload 
as we reassess our view of 
pandemic risk after such an 
unprecedented event. Then 
on the natural catastrophe 
side of things, we’ve seen  
an ongoing pattern of 
increased frequency of  
events and sources of loss 
from non-typical areas. 
One area of particular focus 
has been the question of 
‘social inflation’ in property 
catastrophe claims. This 
relates to practices involving 
third parties who seek to 

inflate property claims for 
theirs and their client’s 
benefit. This is particularly 
evident in Florida where the 
impact has been recognised 
by legal reform. Prior to 
these reforms, we captured 
these increased costs in our 
‘view of risk’ which drives 
our pricing, risk, and capital. 
While legislative changes 
improve the situation, the risk 
doesn’t fully go away as the 
same motivations exist albeit 
with more limited scope to 
increase claims costs. Our job, 
then, has been to understand 
the implications and ensure 
our pricing models and risk 
assessment tools represent 
the best view of the risk. 

Q: What is your approach to 
modelling climate risk? 
A: I first took responsibility for 
the natural catastrophe team 
in 2005. That was a seminal 
year for us, with Hurricanes 
Katrina, Rita and Wilma 
coming hot on the heels of 
Charley, Frances, Ivan and 
Jeanne in the previous year – 
it certainly caused us to reflect 
on our approach. There was 
a sense in the industry that 

frequent major landfalling 
hurricanes would happen 
each year and ‘something  
had changed’. The years since 
have seen both sustained 
quiet and busy periods. 
The relatively quiet period 
between 2012 and 2017 had 
some commentators talking 
about a ‘hurricane drought’. 
What this teaches us is to  
look past the noise and try  
to identify the pattern.
 The climate models we 
use are provided by third 
parties who are better placed 
than we are to build them. 
They’ve got even more PhDs 
on the job than us, and more 
access to data. Also, by 
using third-party models, 
you get the ‘herd benefit’ – if 
you’ve got 100 organisations 
all licensing a model, and 
there’s something in there that 
doesn’t make sense, at least 
one company is likely to find it 
and then you all benefit. 
 While these models are 
invaluable in our approach 
and provide the foundation 
for much of our thinking, it 
is important that where we 
believe we understand parts 
of our risk better that we 
adapt the results. This led to 
us building a research team 
and developing the Hiscox 
view of risk. Examples include 
incorporating new research 
and academic literature 
– particularly relevant in a 
changing climate, but the 
biggest impacts come from 
our close analysis of claims 
data. We’ve had lots of events, 
particularly over the past few 
years, that have enabled us 
to build out this Hiscox view 
of risk, as ultimately each new 
claim represents a new data 
point for our work.

Q: How do you assess 
whether a heightened 
frequency of events 
constitutes an ongoing 
change to the risk profile?
A: When it comes to natural 
catastrophes, the noise is 
often bigger than the signal. 
What we have to decide is 
whether the signal is strong 
enough. If you’re looking back 
at three years of an unusually 

high frequency of hurricanes, 
are they going to stay that 
frequent or drop back down 
next year? Is what you’re 
seeing a pattern of climate 
clustering, or a climate trend? 
We have to disentangle that 
into something that can drive 
our business decisions. These 
are not pieces of academic 
interest for us, they’re things 
that have real commercial 
impact – if we believe the risk 
is higher, we have to reflect 
that in our pricing, our risk 
appetite, our capital or our 
reinsurance strategy, so we 
have to be very confident 
that we can justify moving 
in that direction. We do the 
work ourselves, but we 
also talk to other parties 
who do this for a living. We 
want the best information 
to make the best decisions. 
To support this work, we 
have developed the Hiscox 
climate change framework. 
This allows us to assess for 
each peril the confidence in 
the climate change signal, 
the magnitude of the impact 
and also the materiality of 
the peril to Hiscox. It allows 
us to focus our research 
efforts where it will most 
influence our decisions. 
Recent publications from the 
IPCC and COP26 have been 
instructive in this assessment. 

Q: How do you see the 
human value being  
applied at Hiscox?
A: Recently, I think it’s been 
most visible in the warmth and 
enjoyment that people have 
got from being back together 
in the office. Our teams have 
worked incredibly effectively 
remotely, they responded 
to the challenge, they really 
stepped up, but there’s 
been an obvious energy 
and buzz that comes from 
people seeing each other in 
person and having proper 
conversations. It’s great to 
see, and I think it reflects  
really well the human nature  
of this business.
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Model citizen
Last year’s high frequency 
of natural catastrophe 
events and the ongoing 
impact of the pandemic 
make abundantly clear  
the importance of testing 
and adapting the Group’s 
risk models. 
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