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Catastrophe bond market attracts new investors 
Further growth expected in 2011 

  

The market for catastrophe bonds has grown in 2010 and will continue to 
expand this year. The volume of newly issued catastrophe bonds is likely 
to be in the region of US$ 5.5–6bn in 2011. Thus the amount of new issues 
will again exceed that of maturing bonds so that the volume of outstanding 
bonds will increase. 
 
"As a result of the low interest-rate environment in the capital markets, 
catastrophe bonds will become increasingly attractive for major institutional 
investors such as pension funds, which have so far not invested in this asset 
class. Catastrophe bonds offer comparatively attractive returns on transparent 
risks. Investors also increasingly recognise the diversification effect in their 
portfolio, as these bonds are not correlated with their other risks," said Board 
member Thomas Blunck, who oversees Munich Re's Risk Trading Unit. "All in all, 
the market conditions for insurance securitisations – both for sponsors and for 
investors – have become even more attractive." 
 
Last year, around US$ 5bn of new catastrophe bonds were issued, whereas 
maturing bonds amounted to just under US$ 4bn. The volume of outstanding 
bonds thus rose to about US$ 13bn. The spreads rose into the summer in the 
expectation of a strong hurricane season and a high number of new issues of 
US hurricane bonds, only to fall again in the second half year. In 2010, the 
required return fell on average by about 30%. Further background information to 
last year's market development:  
 

- Major traditional investors entered the catastrophe bond market, their 
share rising from approximately 5% in 2009 to over 20%. 

- In the course of the year, the range of risks transferred to the market 
broadened. In the first half year, mainly US hurricane risks were 
securitised and as the year advanced other risks such as Windstorm 
Europe and Tornado were added.  

In 2011, catastrophe bonds with a total volume of just under US$ 4bn will mature. 
"We anticipate a further rise in the volume of issues for 2011. Although favoured 
by the low interest-rate environment in the capital markets, this increase is also 
largely due to a larger circle of investors. We are particularly pleased about the 
growing interest of traditional investors such as pension funds, as they 
contribute to a sustainable and more stable development of the still young 
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securitisation market for insurance risks", explains Rupert Flatscher, head of 
Munich Re’s Risk Trading Unit. 
 
 
 
Note for the editorial staff: 
For further questions please contact 
 
Media Relations Munich, Michael Able 
Tel.: +49 (89) 3891-2934 
 
Media Relations Asia, Nikola Kemper 
Tel.: +852 2536 6936 
 
Media Relations USA, Terese Rosenthal 
Tel.: +1 (609) 243-4339 
 
Munich Re stands for exceptional solution-based expertise, consistent risk management, 
financial stability and client proximity. This is how Munich Re creates value for clients, 
shareholders and staff. In the financial year 2009, the Group – which pursues an integrated 
business model consisting of insurance and reinsurance – achieved a profit of €2.56bn on 
premium income of around €41bn. It operates in all lines of insurance, with around 47,000 
employees throughout the world. With premium income of around €25bn from reinsurance alone, 
it is one of the world's leading reinsurers. Especially when clients require solutions for complex 
risks, Munich Re is a much sought-after risk carrier. The primary insurance operations are mainly 
concentrated in the ERGO Insurance Group. With premium income of over €17bn, ERGO is one 
of the largest insurance groups in Germany and Europe. 40 million clients in over 30 countries 
place their trust in the services and security it provides. In international healthcare business, 
Munich Re pools its insurance and reinsurance operations, as well as related services, under the 
Munich Health brand. Munich Re’s global investments amounting to €182bn are managed by 
MEAG, which also makes its competence available to private and institutional investors outside 
the Group. 
 
Disclaimer 
This press release contains forward-looking statements that are based on current assumptions 
and forecasts of the management of Munich Re. Known and unknown risks, uncertainties and 
other factors could lead to material differences between the forward-looking statements given 
here and the actual development, in particular the results, financial situation and performance of 
our Company. The Company assumes no liability to update these forward-looking statements or 
to conform them to future events or developments. 
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