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Our strategy
The Group executes its strategy by 
concentrating on three strategic priorities 
that enable the Group to meet its goal  
of maximising risk-adjusted returns  
for shareholders: underwriting comes 
first; effectively balance risk and return;  
and operate nimbly through the cycle.  
These strategic priorities enable the Group 
to serve clients and brokers with significant 

capacity across the cycle, not just in the core 
business the Group aims to renew every year, 
but also in times or in areas where capacity is 
scarce: the opportunistic part of the Group’s 
portfolio. The Group maintains a lean 
structure and keeps overheads under strict 
control so that resources may be refocused 
quickly. The Group tests its assumptions  
and performance constantly through its 
structure, using its daily underwriting calls  

or exception reporting to management,  
its fortnightly RRC meeting with all 
disciplines within the Group represented, 
and a series of supporting committees at 
management and board levels. The Group’s 
risk function and internal audit supply 
challenge and provide assurance to 
management and the boards through a 
simple and continuous reporting process.

Strategy

Our culture – The bedrock of our strategy
Lancashire encourages a culture of co-operation and respect based on open challenge.  
This can be seen clearly in the LICL and LUK daily underwriting and marketing call where 
junior and senior underwriters debate the risks they want to write and their fit to the portfolio 
and market. It also characterises the Group-wide RRC which brings together underwriting, 
actuarial, modeling, finance, treasury, risk and operations to challenge the assumptions  
used in all areas of our business.

Cross-cycle  
return of risk-free plus 13%

Profitable 4 years out of 5

Peak-zone  
PML limits  of 25% of capital

Effectively balance 
risk and return

Operate nimbly 
through the cycle

Underwriting  
comes first

SHAREHOLDER 
RETURN
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We focus on maintaining our portfolio 
structure, with the bulk of our exposures 
balanced towards market-moving events, 
and a strong commitment to core clients. 
We use the principle of peer review 
throughout the Group, usually prior  
to underwriting business for LICL,  
LUK and Kinesis, the platforms that 
accept larger net exposures, and 
post-underwriting at Cathedral,  
with its much smaller net exposures.

By bringing together all our disciplines 
– underwriting, actuarial, modeling, 
finance, treasury, risk and operations –  
at our fortnightly RRC meetings, we are 
able to look at how different parts of  
our operations are working together.  
We stress test our business plans and 
gauge where we can be most effective 
without undue volatility.

As capital continues to accumulate in  
the (re)insurance market, the need to  
be nimble is more important than ever. 
This means being ready to deploy capital 
quickly when it is needed, and having the 
discipline to return it when it is not.

Underwriting  
comes first

Effectively balance  
risk and return

Operate nimbly  
through the cycle

Read more on page 18 Read more about our risk management on page 31
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We have reduced our written premium 
and PMLs by turning down underpriced 
business, whilst retaining our core book.

We have grown the number of Kinesis 
investors and the number of cedants  
to double figures.

Cathedral was successful in renewing  
its business, despite intense competition.

We have had to reduce income in some 
areas of our business in response to a 
weakening market in the first half of 
2017. However, we have been able to  
find substantial outwards reinsurance 
opportunities that allowed us to mitigate 
some of the effects of price reductions, 
and reduce our net exposures until the 
time is right for us to retain more risk.

Lancashire renewed its 15 per cent 
disapplication of pre-emption rights at 
the 2017 AGM to assist potential future 
capital raises.

Combined ratio

124.9%
A respectable combined ratio, even in a 
year where the global insurance industry 
sustained a significant level of catastrophe 
losses, evidencing the continued focus on 
underwriting, superior risk selection and 
portfolio construction.

Gross premiums written

$591.6m
We focused on protecting our  
core portfolios, but maintained the 
discipline to decline or restructure our 
participation on underpriced or poorly 
performing business.

Return on equity

-5.9%
A good result despite a challenging 
market and the incidence of catastrophe 
risk losses in our major portfolios of 
business, helped by our improved 
outwards reinsurance programme.

Probable maximum loss

$161.8m*

We continued to reduce our exposure  
to key catastrophe perils as the market has 
become more competitive, demonstrating 
our discipline and nimbleness.

* 1 in 100 year Gulf of Mexico Hurricane 
expected net loss at 1 January 2018.

Ordinary dividends paid

$29.9m
Lancashire continues to exercise  
the discipline of maintaining sufficient 
capital headroom to support underwriting 
operations and take advantage of new 
opportunities as they emerge or  
returning capital to shareholders  
it cannot profitably use.

Dividend yield

1.6%
Capital is retained following loss events  
to take advantage of any underwriting 
opportunities that may follow.

The key risk in the current market phase 
is the loss of relevance to brokers and 
clients. With so much surplus capacity, 
insurers need to have a unique selling 
point. For the Group, that is found in  
its mixture of underwriting capacity, 
leadership capability, claims service  
and multiple balance sheet options.

The key issue for Lancashire is to 
continue to serve our clients and brokers 
with significant capacity, whilst ensuring 
that the portfolio is balanced. This means 
constantly reassessing our business mix, 
and testing key risk assumptions.

Lancashire has developed an expectation 
among its shareholders that it will 
produce a consistent return and pay 
ordinary dividends with special dividends 
only when it makes sense to do so. All 
shareholders understand that in harder 
markets Lancashire will retain, and 
potentially even raise, capital to take full 
advantage of underwriting opportunities.
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