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Safe harbour statements 

CERTAIN STATEMENTS AND INDICATIVE PROJECTIONS (WHICH MAY INCLUDE MODELED LOSS SCENARIOS) MADE IN THIS RELEASE OR OTHERWISE 

THAT ARE NOT BASED ON CURRENT OR HISTORICAL FACTS ARE FORWARD-LOOKING IN NATURE INCLUDING, WITHOUT LIMITATION, STATEMENTS 

CONTAINING THE WORDS “BELIEVES”, “ANTICIPATES”, “PLANS”, “PROJECTS”, “FORECASTS”, “GUIDANCE”, “INTENDS”, “EXPECTS”, “ESTIMATES”, 

“PREDICTS”, “MAY”, “CAN”, “WILL”, “SEEKS”, “SHOULD”, OR, IN EACH CASE, THEIR NEGATIVE OR COMPARABLE TERMINOLOGY. ALL SUCH STATEMENTS 

OTHER THAN STATEMENTS OF HISTORICAL FACTS INCLUDING, WITHOUT LIMITATION, THE GROUP’S FINANCIAL POSITION, LIQUIDITY, TAX RESIDENCY, 

RESULTS OF OPERATIONS, PROSPECTS, GROWTH, CAPITAL MANAGEMENT PLANS AND EFFICIENCIES, ABILITY TO CREATE VALUE, DIVIDEND POLICY, 

OPERATIONAL FLEXIBILITY, COMPOSITION OF MANAGEMENT, BUSINESS STRATEGY, PLANS AND OBJECTIVES OF MANAGEMENT FOR FUTURE 

OPERATIONS (INCLUDING DEVELOPMENT PLANS AND OBJECTIVES RELATING TO THE GROUP’S INSURANCE BUSINESS) ARE FORWARD LOOKING 

STATEMENTS. SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND OTHER IMPORTANT FACTORS 

THAT COULD CAUSE THE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS OF THE GROUP TO BE MATERIALLY DIFFERENT FROM FUTURE 

RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS. 

  

THESE FACTORS INCLUDE, BUT ARE NOT LIMITED TO: THE GROUP’S ABILITY TO INTEGRATE ITS BUSINESSES AND PERSONNEL; THE SUCCESSFUL 

RETENTION AND MOTIVATION OF THE GROUP’S KEY MANAGEMENT; THE INCREASED REGULATORY BURDEN FACING THE GROUP, THE NUMBER AND 

TYPE OF INSURANCE AND REINSURANCE CONTRACTS THAT THE GROUP WRITES OR MAY WRITE; THE GROUP’S ABILITY TO IMPLEMENT 

SUCCESSFULLY ITS BUSINESS STRATEGY DURING ‘SOFT’ AS WELL AS ‘HARD’ MARKETS; THE PREMIUM RATES WHICH MAY BE AVAILABLE AT THE TIME 

OF SUCH RENEWALS WITHIN THE GROUP’S TARGETED BUSINESS LINES; THE POSSIBLE LOW FREQUENCY OF LARGE EVENTS; POTENTIALLY UNUSUAL 

LOSS FREQUENCY; THE IMPACT THAT THE GROUP’S FUTURE OPERATING RESULTS, CAPITAL POSITION AND RATING AGENCY AND OTHER 

CONSIDERATIONS MAY HAVE ON THE EXECUTION OF ANY CAPITAL MANAGEMENT INITIATIVES OR DIVIDENDS; THE POSSIBILITY OF GREATER 

FREQUENCY OR SEVERITY OF CLAIMS AND LOSS ACTIVITY THAN THE GROUP’S UNDERWRITING, RESERVING OR INVESTMENT PRACTICES HAVE 

ANTICIPATED; THE RELIABILITY OF, AND CHANGES IN ASSUMPTIONS TO, CATASTROPHE PRICING, ACCUMULATION AND ESTIMATED LOSS MODELS; 

INCREASED COMPETITION FROM EXISTING ALTERNATIVE CAPITAL PROVIDERS, INSURANCE LINKED FUNDS AND COLLATERALISED SPECIAL PURPOSE 

INSURERS AND THE RELATED DEMAND AND SUPPLY DYNAMICS AS CONTRACTS COME UP FOR RENEWAL; THE EFFECTIVENESS OF THE GROUP’S 

LOSS LIMITATION METHODS; THE POTENTIAL LOSS OF KEY PERSONNEL; A DECLINE IN THE GROUP’S OPERATING SUBSIDIARIES’ RATING WITH A.M. 

BEST, STANDARD & POOR’S, MOODY’S OR OTHER RATING AGENCIES; INCREASED COMPETITION ON THE BASIS OF PRICING, CAPACITY, COVERAGE 

TERMS OR OTHER FACTORS; A CYCLICAL DOWNTURN OF THE INDUSTRY; THE IMPACT OF A DETERIORATING CREDIT ENVIRONMENT FOR ISSUERS OF 

FIXED INCOME INVESTMENTS; THE IMPACT OF SWINGS IN MARKET INTEREST RATES AND SECURITIES PRICES; A RATING DOWNGRADE OF, OR A 

MARKET DECLINE IN, SECURITIES IN ITS INVESTMENT PORTFOLIO; CHANGES IN GOVERNMENTAL REGULATIONS OR TAX LAWS IN JURISDICTIONS 

WHERE THE GROUP CONDUCTS BUSINESS; ANY OF THE GROUP’S BERMUDIAN SUBSIDIARIES BECOMING SUBJECT TO INCOME TAXES IN THE UNITED 

STATES OR THE UNITED KINGDOM; THE INAPPLICABILITY TO THE GROUP OF SUITABLE EXCLUSIONS FROM THE UK CFC REGIME; AND ANY CHANGE IN 

THE UK GOVERNMENT OR UK GOVERNMENT POLICY WHICH IMPACTS THE CFC REGIME OR OTHER TAXES. 

  

ALL FORWARD-LOOKING STATEMENTS IN THIS RELEASE SPEAK ONLY AS AT THE DATE OF PUBLICATION. LANCASHIRE EXPRESSLY DISCLAIMS ANY 

OBLIGATION OR UNDERTAKING (SAVE AS REQUIRED TO COMPLY WITH ANY LEGAL OR REGULATORY OBLIGATIONS INCLUDING THE RULES OF THE 

LONDON STOCK EXCHANGE) TO DISSEMINATE ANY UPDATES OR REVISIONS TO ANY FORWARD-LOOKING STATEMENTS TO REFLECT ANY CHANGES IN 

THE GROUP’S EXPECTATIONS OR CIRCUMSTANCES ON WHICH ANY SUCH STATEMENT IS BASED. 
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1. Lancashire “The Agile Insurer” 

 

• Active Cycle Management 

• Acquisition of Cathedral 

• Launch of Kinesis 

 

 

2. Lancashire Track Record 

 

 

3. Conclusion 
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Lancashire Group 



• “Lancashire's strategy since day one has always been to write the most exposure in 

a hard market and the least in a soft one. There are now abundant reinsurance and 

retrocession opportunities that allow us to maintain our core insurance and 

reinsurance portfolios, whilst significantly reducing net exposures and enhancing risk 

adjusted returns. From our peak exposures in April 2012, when losses had driven 

substantial market hardening, we have reduced exposures across the board. We will 

stick to our strategy in the knowledge that when an event comes, we are well 

prepared through all three of our platforms to take advantage of subsequent 

opportunity”  

Alex Maloney 

• Lancashire’s strategy is designed to be robust across all phases of the market cycle 

and with the Kinesis and Cathedral platforms there are multiple ways to maintain or 

enhance the portfolio 

Sticking to the Strategy, Managing the Cycle 
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Lancashire Group 



Lancashire “The Agile Insurer”– 2005/2012 

Active Cycle Management 

• Events shaped pricing and demand across LHL key lines of business 

 

• Entered lines when capacity was withdrawing  

• Retro, Energy GOM and D&F post Katrina, Rita, Wilma 

(KRW) 

• Property Catastrophe post 2008 financial crisis and 2011 

international natural catastrophes 

• Worldwide energy post Deepwater Horizon and Gryphon 

 

• Exited lines / reduced exposure where there was over capacity 

• Energy GOM in 2008 

• Retro post 2010 – balanced with growth in property cat 

• D&F post 2012 

 

• Leveraged ability to provide catastrophe exposure to build out 

broader portfolio 

• Terrorism, aviation, worldwide energy and marine 
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Premium development highlights active cycle management 
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Lancashire “The Agile Insurer”– 2007/2012 

Active Cycle Management 

• Start to actively manage capital in accordance with market opportunities 

– one of the first markets to do so 

 

• Share buybacks when trading at low multiples 

 

• Special dividend policy to allow flexibility to react to market events 

 

• Repatriate income to shareholders when opportunities are limited 
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Financial flexibility - Capital management  

Constant adjustment of capital 

an example over 12 months 

* In the event of e.g. a major U.S. windstorm, we may raise equity to take advantage of post loss opportunities 

other factors: capital cost and availability, future opportunities, clarity of trading 

conditions, time of year, share price 

-150
Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb

special dividend share repurchases ordinary dividends regulator min capital

internal min capital target headroom 'excess' capital

Excess capital builds 

during the year if profits 

exceed share 

repurchases & ordinary 

dividends 

Our target capital 

headroom increases in 

hurricane season 

absent significant 

losses * 

Share repurchases 

continuous if excess 

capital exists and price 

acceptable 

Special dividend in Q4 

if insufficient 

opportunities ahead, 

some capital withheld 

if outlook uncertain 
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Special dividend in Q1 

if capital not utilised at 

1/1 renewals and 

insufficient 

opportunities ahead 

Review of stress tests 

and approval of 

business plan with 

capital projection at 

the November Board 

meetings 



2007 

$m 

2008 

$m 

2009 

$m 

2010 

$m 

2011 

$m 

2012 

$m 

2013 

$m 

2014 

$m 

YTD 

2015 

$m 

total 

$m 

share repurchases 100.2 58.0 16.9 136.4 - - - 25.0 - 336.5 

special dividends (1) 239.1 - 263.0 264.0 152.0 172.6 295.9 289.5 99.2 1,775.3 

ordinary dividends 

– interim (1) 
- - 10.5 9.4 9.5 9.6 10.5 10.4 9.9 69.8 

ordinary dividends 

– final (1)  
- - - 20.8 18.9 19.2 19.2 21.1 19.8 119.0 

total returned 

capital 
339.3 58.0 290.4 430.6 180.4 201.4 325.6 346.0 128.9 2,300.6 

average price of 

share repurchase (2) 102.2% 88.4% 98.5% 97.9% n/a n/a n/a 128.7% n/a 98.7% 

price to FCBVS (3) 1.1 0.9 1.0 1.1 1.5 1.6 1.8 1.3 1.5 n/a 

weighted average 

dividend yield (4) 
15.2% n/a 18.1% 18.0% 8.4% 8.3% 12.3% 17.8% 6.7% n/a 
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 235.1% of original IPO share capital has been returned to shareholders (5)  
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Operate nimbly through the cycle 
 

proven record of active capital management 

(1) Dividends included in the financial statement year in which they were recorded   
(2) Ratio of price paid compared to fully converted book value per share 
(3) Price to FCBVS is calculated as the year end share price divided by the year end fully converted book value per share. 2015 is 

based on the share price at June 30, 2015 and fully converted book value at June 30, 2015 
(4) Dividend yield is calculated as the total calendar year cash dividends divided by the year end share price. 2015 dividend yield 

is based on the share price at June 30, 2015 and includes the special dividend of $0.50 per common share, a final dividend of 

$0.10 declared on February 12, 2015, and the interim dividend of $0.05 declared in July 2015 
(5) This includes the dividends of approximately $9.9 million that were declared in July 2015.  Based on estimated pay-out at date 

of declaration of dividend 

 



Lancashire “The Agile Insurer”– 2013 onwards 

Active Cycle Management 

• Exposures reduced to drive higher risk adjusted returns 

 

• Disciplined underwriting 

 

• Reduce in areas where margins are not sustainable 

 

• Protect ‘core’ portfolio across all line of business 

 

• Increase reinsurance protection 

 

• Protect bottom line when margins are tight 

 

• Treaty reinsurance products broader and more efficient 

 

• Facultative reinsurance utilised to protect market share on 

‘core’ portfolio  

 

• Accept that this strategy will reduce actual returns when compared 

to historical performance  
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Exposure management – Increasing RI purchases 
Lancashire first loss XL limit 2012 vs 2015 

 

 

First loss limit purchased by Lancashire on an excess of loss basis, excluding ILWs, quota shares, cessions to side 

cars, facultative purchases and reinstatements  

Excludes Cathedral’s reinsurance 

 

*2015 Non-US property deductible eroded by year to date Energy loss 



Significant de-risking in a softening cycle 
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Renewal Report, Morgan Stanley Equity Research 



Lancashire “The Agile Insurer”– 2013 onwards 

Launch of Kinesis 

 
• Lancashire launches Kinesis 

 

• Lancashire has a history of successful third party capital structures 

• Sirocco, Accordion and Saltire 

 

• Kinesis provides a permanent vehicle for all future third party 

products 

 

• Darren Redhead employed to run Kinesis 

 

• Platform to provide quick access to market post loss 

 

• Investor club established with excellent understanding of 

(re)insurance space 

 

• Will not write for volume - wait for the opportunity to ramp up funds 

under management 
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Lancashire “The Agile Insurer”– 2013 onwards 

Acquisition of Cathedral 

 
• Lancashire enters Lloyd’s through acquisition of Cathedral - First mover 

in M&A! 

 

• With a continuing softening market a Lloyd’s platform provided the 

group with greater breadth 

 

• Quality franchise with no real overlap 

 

• Short tail classes  

 

• Combined reinsurance spend powerful in a tough market 

 

• Growth through new people and new short tail classes if best in 

class 

 

• Establishment of Lancashire lines in syndicate 3010 providing 

greater options to clients and brokers 
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Lancashire “The Agile Insurer”– 2013 onwards 

 
• Lancashire Group set up for the soft cycle 

 

• Three platforms established providing greater breadth to the group 

 

• Increases leverage with brokers and clients 

 

• Provides a platform to attract best in class talent 

 

 

• Core portfolio of business with market leading combined ratios and low 

expense base 

 

 

• Want we won’t do in the soft cycle 

 

• Reach for growth  

 

• Innovate for the sake of it 

 

• Retain more risk 
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Lancashire – Track Record and Total 
return 
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Lancashire the agile insurer 

Consistency: exceptional underwriting performance  
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  2006 2007 2008 2009  2010 
5 year  

average 1 

Loss ratio 16.1% 23.9% 61.8% 16.6% 27.0% 30.9% 

Acquisition 

cost ratio 
14.3% 12.5% 16.4% 17.8% 17.3% 15.8% 

Expense ratio  13.9% 9.9% 8.1% 10.2% 10.1% 10.0% 

Combined 

ratio 
44.3% 46.3% 86.3% 44.6% 54.4% 56.7% 

Sector 

combined 

ratio 2 

76.1% 76.6% 88.0% 

 

78.1% 

 

87.9% 81.7% 

Lancashire 

out-

performance 

31.8% 30.3% 1.7% 33.5% 33.5% 25.0% 

1 Lancashire ratios weighted by annual net premiums earned.  Annual sector ratios are weighted by annual net premiums earned for the 

companies reported over five years. 

2 Sector includes Amlin, Axis, Beazley, Brit, Catlin, Endurance, Flagstone, Hiscox, Montpelier, Renaissance Re and Validus. Information 

source company reports, SNL & Numis. Methods of calculation can vary between companies. 

 

 



Lancashire Track Record 

Consistency: Exceptional underwriting performance  
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   2011  2012 2013 2014 YTD 2015 
5 year  

average(1) 

Loss ratio 31.7% 29.9% 33.1% 31.7% 32.0% 31.7% 

Acquisition cost 

ratio 
19.6% 20.5% 22.1% 21.4% 26.0% 21.9% 

Expense ratio  12.4% 13.5% 15.0% 15.6% 17.1% 14.7% 

Combined ratio 63.7% 63.9% 70.2% 68.7% 75.1% 68.3% 

Sector 

combined 

ratio(2) 

107.1% 95.8% 86.7% 87.8% 88.8% 93.2% 

Lancashire out-

performance 
43.4% 31.9% 16.5% 19.1% 13.7% 24.9% 

(1) 5 year average based on 2011 to 2015 YTD reporting periods. Lancashire ratios weighted by annual net premiums earned. Annual sector 

ratios are weighted by annual net premiums earned for the companies reported over five years 

(2) Sector includes Amlin, Argo, Aspen, Axis, Beazley, Endurance, Hanover, Hiscox, Novae, Renaissance Re and Validus. Source: Company 

reports  



Cross cycle consistency - RoE 
 

five year standard deviation(1) in RoE 
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• Lancashire has one of the best performances and yet the lowest volatility versus peers  

• Evidence of adherence to business plan and strong risk management and a proven, successful 

cross-cycle strategy 

(1)  Standard deviation is a measure of variability around the mean 
(2) Compound annual returns for Lancashire and sector are from January 1, 2010 through December 31, 2014. RoE calculated as the internal rate of 

return of the change in FCBVS in the period plus dividends accrued.  For Amlin, Beazley, Catlin, Hiscox and Ren Re, basic book value per share 

is used as FCBVS is not reported by these companies. Source: Company reports 
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Our long-term performance is one of the most consistent in our 

peer group (1) 
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5 year compound annual RoE (3) 

(1) Peer group as defined by the Board. Source: Company reports. 
(2) Companies listed in order of average annual RoE ranking for the years 2010 - 2014.  Average ranking calculated 

as the sum of annual rankings for each year divided by five years. Beazley rankings for 2010 to 2012 have been 

updated to reflect RoE calculated in USD.  
(3) Compound annual returns for Lancashire including warrant exercises. Data for Lancashire and peers for the 

period January 1, 2010 through December 31, 2014.   
(4) Lancashire RoE calculated excluding warrant exercises.                 

               

 

RoE ranking in peer group (1) 

Company(2) 2010 2011 2012 2013 2014 5 yr avg 

Beazley 5 2 1 1 1 1 

Lancashire(4) 1 1 2 5 3 2 

Hiscox 7 4 7 3 2 3 

Ren Re 2 10 3 4 6 4 

Axis 4 7 4 8 8 5 

Amlin 8 12 6 2 5 6 

Validus 9 5 8 6 9 7 

Novae 12 11 5 7 4 8 

Endurance 3 8 12 10 7 9 

Aspen 6 6 10 12 10 10 

Hanover 11 3 11 11 11 11 

Argo 10 9 9 9 12 12 



Better dividend yield relative to price 

(1) Dividend yield is calculated as the total calendar year cash dividends divided by the year end share price Dividends include recurring 

dividends, special dividends and B shares issuances; Lloyd’s peers include Amlin, Beazley, Novae, and Hiscox; Source: Bloomberg, 

(2) Lloyd’s peers include Amlin, Beazley, Novae, and Hiscox; Source: Capital IQ 
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(1) Assuming gross dividends reinvested. Source: Datastream 
(2) Risk free rate represents the  yield on the three month Treasury Bill. Source: Thomson Reuters and 

Company reports 
(3) Dividend yield is calculated as the total calendar year cash dividends divided by the year end share price 

Dividends include recurring dividends, special dividends and B shares issuances. Source: Bloomberg 
(4) Number of consecutive years of positive EBITDA. Source: Thomson Reuters 
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Conclusion 
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  Conclusion 

 

• Lancashire has one of the best performances and yet the lowest volatility in the London and 

Bermudian markets  

 

• Our strategy is designed to cope with hard and soft markets, managing capital and exposures to provide 

superior risk-adjusted returns across the cycle 

 

• Group management is fully integrated and has decades of experience in rated company, Lloyd’s and 

collateralised markets 

 

• Group profitability is not overly dependant on property reinsurance, with strong weightings to speciality 

classes with proven RoE potential and low attritional loss ratios 

 

• A well-diversified portfolio across multiple lines and geographies as a base to trade across the cycle 

 

• Third party capital vehicle well established and growing investor and client base 

 

• Opportunities to grow in non- or low-correlated lines within Syndicate 3010 

 

 In 2014 Lloyd’s approved (and we are writing) Lancashire-led energy and terror lines in Syndicate 

3010 

 

 Lloyd’s has approved (and we are writing) specialty aviation and war (supported by the Lloyd’s 

consortium) and general specialist aviation business, with market leading teams 
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