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Talisman Underwriting Plc 

Report – July 2022 
 
1. Introduction 

 
We continue to operate in a difficult period with Covid-19 still prevalent and an ongoing war in 
Ukraine. Our thoughts remain with the people of Ukraine as they respond to the damage and 
disruption caused by Russia’s invasion. Alongside there is the awareness of climate change and 
the need for action. 
 
These events remind us how the risk landscape has changed and the need to appreciate the 
interconnection between risks rather than seeing them in isolation. Insurance has a critical role to 
play in society and never more so than today. 
 
The Lloyd’s market overall returned to a good profit in the calendar year 2021. Gross written 
premiums increased by 11% to £39.2bn producing a profit of £2.3bn. This profit was due to both 
an improving attritional loss ratio and a reduction in expenses. 
 
The financial statements of Talisman, for the same period, show a technical profit of £1.74m on a 
gross written premium of £30.1m. This result represents the third year of the 2019 year of account, 
the second year of the 2020 year of account and the first year of the 2021 year of account. 
 
The 2019 year of account incurred the cost of the major part of claims resulting from Covid-19. 
Talisman produced a pure profit of 1.14% on capacity before expenses and compares well to the 
market loss of 3%. As ever, the quality of the portfolio of syndicates supported shone through. 
 
The 2020 year of account at 31 March 2022 is showing a mid-point forecast profit of 1.5% on 
capacity compared to a market average of 0.4%. We would expect these numbers to improve at 
closure, when releases from back year redundant claims are added, although the final outcome 
may be tempered by a reduction in investment income. 
 
The forecast for the 2021 year of account at the same time, is showing a mid-point profit of 2.9% 
on capacity compared to a market average of 4.2%.  
 
Some caution must be taken with the 2021 year, for whilst we would normally expect the forecast 
to improve with time, the year will incur much of the eventual cost from the war in Ukraine which is 
not fully reflected in these initial numbers. A profit when the account closes is still expected. 
 
There are a number of policies written by syndicates that are potentially exposed to loss due to the 
war including political loss, political violence, protections against confiscation, expropriation, 
nationalisation or deprivation as well as marine and aviation war policies. The insurance position 
relating to aircraft leased to Russian airlines by western leasing companies is exceptionally 
complicated. These aircraft have not been returned to the leasing companies. In the aftermath of 
western sanctions, the Russian government passed laws, which allowed the planes to be re-
registered and issued with domestic certificates which would allow them to keep flying on domestic 
routes only. The leasing companies, with aggregate values believed to be exceed $15bn are 
looking to their insurers for cover under what is a complicated network of all risks and aviation war 
policies, often with specific back up in the form of a contingency policy. 
 
Syndicates dispute the policies give cover, with additional arguments that, if there is indeed a loss, 
it took place after the notice of cancellation was given and further, that the effect of the sanctions 
is to make it illegal to pay claims on Russian assets. There are a few provisions for any indemnity 
under these policies in current reserves, although some syndicates are making provisions for the 
legal costs that will inevitably arise. This is a highly complicated set of circumstances which we will 
keep under review. 
 
Lloyd’s centrally has collected data from all syndicates and Patrick Tiernan, Head of Markets, 
speaking to the market ahead of the business planning season said, “while the aviation element is 
without precedent the most complicated set of circumstances in recent insurance history and with 
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a number of binary outcomes, none of the conceivable outcomes are considered to be outside of 
manageable tolerances at both market and individual syndicate level”. While Lloyd’s does not 
release quarterly statements there should be some detail included in their half-year statement in 
September. 
 
The market has now gone through seventeen consecutive quarters of rate improvements and rates 
are averaging around a 70% increase since 2017, according to two leading Managing Agents. 
Lloyd’s demands business plans from all syndicates that are logical, realistic and achievable. The 
aggregate profit from those plans for Talisman in 2022 is 10% of capacity and nothing has 
happened to date to suggest a deviation from that expectation. The final result will, as always, likely 
be driven by the cost of catastrophe losses relative to budget. It is noteworthy that Talisman and 
the market has de-risked its catastrophe exposures which has been a part of the remediation 
exercise that has been ongoing since 2017.  
 
Managing Talisman’s cash flow and capital position at Lloyd’s is a key function of the Board. The 
Funds at Lloyd’s (FAL) of the company comprise cash, bank guarantees and holdings in Ruffer 
stock. Should the FAL fall in value it would be necessary for the amount of that reduction in value 
to be replaced and thus, the potential for volatility needs to be minimised. The holding of £3.2m in 
the Ruffer Total Return Fund continues to meet this investment objective and for the twelve months 
of 2021 produced a return of 9.5%. The report from the managers is below. 
 
 

Ruffer Annual Performance Report  
 

Ruffer Annual Performance Report 30 June 2021 to 30 
June 2022  
 

Last summer brought with it the first murmurs of concern about inflation. More hawkish tones 
coming from the Federal Reserve’s June meeting, alongside the emergence of the Delta variant, 
spooked investors: equity markets wobbled, the reflation trade ground to a halt, and bond yields 
retreated. Against this backdrop, the portfolio was broadly flat as our index-linked bonds benefitted 
from the rally in duration whilst the rest of the portfolio, particularly the derivative protection, 
dragged. We were very satisfied that the portfolio held up in a very different environment to how 
the year started (rising yields, reflation) and did not give back the gains made earlier in 2021. As 
we moved into September, inflation began to have a noticeable impact on both financial markets 
and everyday life and stock and bond markets both lost some of their luster. The return of higher 
bond yields hurt our index-linked bonds but this was cushioned by our interest rate swaptions and, 
on the equity side, rising yields were supportive for the financials held in the portfolio and energy 
stocks performed well as the wider economy strengthened. This three month period was an 
excellent demonstration of how the Ruffer strategy can preserve and grow capital in two very 
different investment weathers.   

 

To our minds, the last few months of 2021 marked the beginning of a new market dynamic. We 
moved from a question of whether inflation is transitory to whether central banks have the 
willingness and the ability to bring inflation back down. At the end of October we increased our 
allocation to the credit protection strategies that worked so well at the start of the pandemic and 
reduced the portfolio’s equity weight to just under 40%. If inflation does not react as central banks 
hope and they have to go harder with their liquidity withdrawal, we want to ensure the portfolio is 
sufficiently balanced to withstand the likely equity market tantrum – something we have seen 
markets become more nervous of in recent weeks. At the end of last year, we also increased our 
allocation to the longest-dated inflation linked bonds by taking part in the issuance of a new 2073 
UK Index-linked bond. Despite the recent losses suffered by these assets (as we would expect in an 
environment where interest rate expectations are rising faster than long term inflation 
expectations), we continue to be comfortable holders as these instruments are perfectly primes for 
a scenario where the inflation genie is well and truly out of the bottle. In addition, our swaptions – 
there to hedge out the duration risk of these bonds – behaved as we would expect and appreciated 
sharply, allowing the portfolio to remain in positive territory despite the difficult backdrop for the 
portfolio’ largest holding.   
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In the first quarter of 2022 markets were warned that inflation meant the era of cheap money was 
coming to an end. In the second quarter this became a grim reality, exacerbated by growing 
recession fears as central banks reacted by raising interest rates. This combination left investors 
with nowhere to hide; global equities fell by about 15%, led by the tech driven Nasdaq (-22%) while 
bonds and credit also fell sharply. The portfolio was prepared for this possible outcome, with a low 
and defensive equity exposure plus significant positions in derivative protection strategies and 
credit default swaps. Despite this, we were unable to avoid recording a loss in June, leaving the 
portfolio down about 3.8% for the quarter, though still broadly flat year to date.   

 

Inflation-linked bonds and gold were the main detractors from performance. We were able to offset 
most of the impact of tightening monetary policy using interest rate options, but recent rises in 
perceived recession risks saw longer-term inflation proxies suffer. Despite the sharp falls in equity 
markets, exposure to energy and defensive sectors meant this was not a major headwind. So far, we 
have protected our investors’ capital through the worst first half year in decades for equity markets, 
and perhaps centuries for bonds.   
 

Factors that helped performance  

Protective strategies. The toolkit of unconventional protections performed exactly as desired. Our 
options and protection in the credit market provided both negative correlation and duration at a 
time of market stress and high cross-asset correlation in conventional markets.   

 

Energy.  Energy equities (Shell, BP, Equinor) were among the top contributors, and we took 
significant profits during the period. The Ukraine crisis during the most recent quarter led to an 
unusually sharp rise in energy costs, with the price of brent crude increasing 35% and natural gas 
futures up 57%, benefitting these companies.  

 

Factors that hurt performance  

Inflation-linked bonds.  While interest rate options offset most of the impact of rising bond yields, 
long-term inflation expectations which are the driver of the long-dated UK inflation-linked bonds 
fell as recession fears rose, pushing real yields higher and prices sharply lower.  

 

Gold equities.  Despite little move in the gold price, rising costs plus a background of declining 
equity markets saw some sharp falls in gold mining stocks. 

Current investment strategy  
 

It’s been a bruising six months for investors, apparently the worst start to a year for global equities 
since the 1970s and the worst for bonds since 1788. Despite this, the Ruffer portfolio has emerged 
reasonably unscathed. This prompts the obvious questions: how have we done this and what comes 
next?  

 

We couldn’t foresee the tragic war in Ukraine, just as we didn’t predict covid earlier. But we did 
anticipate that structural forces within the global economy would make inflation a persistent 
problem, that central banks would be forced to raise interest rates and that over-extended markets 
would be extremely vulnerable to such conditions. We reduced our equity exposure and ensured 
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we had protections in place against rising interest rates and a deterioration in credit markets. These 
have protected the portfolio through a period of falling asset prices and significant volatility. 
Meanwhile, avoiding ‘tech’ and focusing equity exposure on energy, value and defensives meant we 
suffered little so far in this bear market.   

 

What comes next? As Jonathan Ruffer explains in the Investment Review ‘Inflation and deflation 
are generational in scale’ not just short-term effects. We didn’t believe in ‘transitory inflation’ and 
now don’t believe in ‘immaculate disinflation’. Central banks and markets still believe that inflation 
will fall back to target without the need for truly tight monetary policy – as in interest rates actually 
above the rate of inflation. This seems unlikely to us, so we retain credit protection against the risk 
of a recession alongside longer-term inflation protection in gold and inflation-linked bonds. Most 
likely we think central banks flinch before inflicting significant damage to the real economy, but 
not before further pain in financial markets.  

 

So far, despite some dramatic share price falls, there have been effectively no ‘blow-ups’ in the 
market. This may well change and we are increasingly concerned over the risk of a market 
liquidation with indiscriminate selling. Asset returns are now sharply negative on both six and 
twelve months, so inflows could quickly turn into outflows. Quantitative tightening has begun, and 
liquidity is being drained from the financial system. In the prior low inflation regime, cracks in 
markets could be covered by interest rate cuts. This no longer holds true when central banks need 
to combat inflation and their explicit goal is to tighten financial conditions. Accordingly, our equity 
exposure is now as low as we were before previous market crises in 2000 and 2008.  

 

With such a gloomy prognosis how can we make money for investors? To be honest it doesn’t look 
easy, but inflation-linked bonds and gold could deliver very powerful returns in a more 
permanently inflationary future, whilst credit protections can make money even if both real 
economies and financial markets are suffering. Finally, if you can keep your capital intact through 
difficult periods then you can reinvest at attractive prices, sowing the seeds of future gains.  
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2. Underwriting Performance  
 
Results for all closed years, recorded as a percentage of capacity, including movements in prior 
years, underwriting expenses and the members’ agent’s fee are detailed below. Estimates for 2020 
and 2021 are from figures published as at 31 March 2022. 
 

Reporting Date Year of Account Talisman Result % Lloyd’s Average Result % 

31/12/2000 1998 ( 5.95) (10.47) 

31/12/2001 1999 (12.43) (19.78) 

31/12/2002 2000 (17.04) (23.86) 

31/12/2003 2001 (15.81) (21.11) 

31/12/2004 2002 11.91 9.01 

31/12/2005 2003 20.46 17.11 

31/12/2006 2004 11.81 10.94 

31/12/2007 2005 4.23 3.00 

31/12/2008 2006 25.26 27.57 

31/12/2009 2007 18.00 17.56 

31/12/2010 2008 8.44 11.00 

31/12/2011 2009 17.28 16.65 

31/12/2012 2010 3.11 2.29 

31/12/2013 2011 6.13 4.02 

31/12/2014 2012 10.75 11.92 

31/12/2015 2013 12.17 9.24 

31/12/2016 2014 12.91 10.86 

31/12/2017 2015 9.19 6.30 

31/12/2018 2016 2.68 (2.86) 

31/12/2019 2017 (5.24) (7.97) 

 31/12/2020 2018 (1.27) (5.88) 

31/12/2021 2019 0.39 (3.00) 

Estimated 31/03/2022 2020 1.5 0.4 

    Estimated 31/03/2022           2021              2.9                                                    4.2 

 
3. Dividend Payments 
 
The dividend policy of Talisman is to distribute the underwriting profit for each Year of Account, net 
of expenses and corporation tax, to those investors supporting that Year of Account. The dividend 
paid on a “B” share is equivalent to 1,000 “A” shares, except that the “B” share (supported by unpaid 
loan stock as part of a “Unit”) does not benefit from the investment earnings of the company. 

 
Dividend 
Number 

Year of 
Account 

Date Paid Net Dividend per 
“A” Share 

Net Dividend per 
“B” Share 

1 2002 14/12/2005 9.2p £84.00 

2 2003 28/07/2006 5.0p £50.00 

3 2003 29/01/2007 6.0p £56.50 

4 2004 24/08/2007 3.0p £30.00 

5 2004 19/12/2007 2.7p £24.00 

6 2005 28/11/2008 2.0p £14.00 

7 2006 31/03/2009 4.0p £40.00 

8 2006 17/12/2009 8.0p £72.00 

9 2007 31/03/2010 3.0p £30.00 

10 2007 31/12/2010 6.0p £40.00 

11 2008 22/07/2011 2.0p £20.00 

12 2008 20/12/2011 3.5p £18.20 

13 2009 31/07/2012 3.6p  £36.00 

14 2009 23/04/2013 4.1p  £36.00 

15 2010 17/12/2013 2.1p £17.00 

16 2011 31/07/2014 1.6p £16.00 

17 2011 19/12/2014 2.0p £17.00 

18 2012 10/07/2015 3.3p £33.00 

19 2012 18/12/2015 3.5p £33.30 

20 2013 29/07/2016 3.5p £35.00 

21 2013 21/12/2016 3.7p £35.00 

22 2014 28/07/2017 3.5p £35.00 

23 2014 11/07/ 2018 4.0p £39.00 

24 2015 18/12/2018 2.7p £27.00 

25 2015 06/08/2019 2.8p £27.00 

25 2016 23/12/2020 1.3p £12.30 
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No dividends were payable on the 2017, 2018 or 2019 years of account due to performance, net 
of expenses. Dividend payments should recommence following the close of the 2020 year of 
account at 31 December 2022. 

 
4. Result for the 2019 Year of Account 
 
The 2019 underwriting year of account closed at 31 December 2021 with a pure profit (before 
members’ agent’s fees and commission) of 1.39% of capacity. This result was much in line with 
expectations and compares well with the Lloyd’s average loss of 3.0%. 
 
The 2019 account incurred around sixty percent of the cost of Covid-19 related claims without 
which, a satisfactory profit would have been produced. Of the 16 syndicates supported 11 produced 
a profit with the major financial contributors being QBE non-US liability syndicate 386 and Atrium 
composite syndicate 609. 
 
The 2019 underwriting year suffered from Typhoons Hagibis and Faxai in Japan and storm Dorian 
in the Bahamas. Other events included wildfires in California and Australia. 
 
The result was assisted by the release of redundant reserves from back years but, with 2021 being 
a difficult year for the bond market, only limited investment earnings. 
 

5. Forecast for the 2020 Year of Account 
 
The forecast for the 2020 year of account at 30 March 2022 is between a profit of 5.8% and a loss 
of 2.8% with a mid-point profit of 1.5% of capacity. This compares to the Lloyd’s average profit of 
0.4%. 
 
This year suffered from a record setting 30 storms of which 13 reached hurricane status and with 
12 making landfall. The costliest was the category 4 hurricane Laura hitting Louisiana. There were 
again numerous wildfires in the western US.  
 
The year bears about twenty five percent of Covid-19 related claims and in particular the 
reinsurance contracts incepting on 1 January 2020. 
 
Recent experience would suggest the final result should be an improvement on the current mid-
point forecast, if it develops in a similar way to recent years, but much will depend on releases from 
back years and the amount of investment earnings during 2022.  
 
Syndicates hold their investment funds generally in high quality, short dated, sovereign and 
corporate debt. An increase in interest rates causes the market value of a bond portfolio to fall. 
Consequently some syndicates are reducing their expectations of investment earnings during 2022 
which will have impact on the 2020 year of account. While in the short term investment earnings 
could be poor, going forward, increases in interest rates will benefit syndicates with better 
investment income likely in 2023. 

 
6. Forecast for the 2021 Year of Account  
 
The forecast for the 2021 year of account at 30 March 2022 is between a profit of 8.8% and a loss 
of 2.6% with a mid-point profit of 2.9%. This compares to the market average profit of 4.2%. 
 
There was a decrease in the frequency of catastrophe loss activity in 2021 to about half that of 
2020. While hurricane Ida was the costliest natural disaster, winter storm Uri and other secondary 
peril events caused over half of the total losses. The effects of wealth accumulation, which leads 
to increased insured values, together with climate change in disaster-prone areas, drove claims. 
 
There were again wildfires in California but fortunately they encroached on areas of lower property 
concentrations than in recent years. In Europe the costliest event was the July flooding. Although 
the blocking of the Suez Canal in March 2021 caused some fears of a major marine event, actual 
losses to the market are small. 
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510, 19.57%

33, 17.69%

609, 13.33%623, 13.32%

2791, 7.14%

386, 6.18%

2121, 4.45%

5886, 4.33%

1969, 3.16%

Others, 10.83%

510 33 609 623 2791 386 2121 5886 1969 Others

Whilst the forecast above includes little provision for the cost of the war in Ukraine we believe these 
initial numbers to be typically cautious and expect the final result to be a reasonable overall profit. 
 

7. Portfolio Planning 
 

Syndicate Split 2022 
 
In planning for 2022, Talisman was able to benefit both from the pre-emptions on the highly rated 
syndicates 386, 609 and 623 and from the reduced capital requirements consequent to the 
improved trading conditions. During 2021 Talisman purchased one LLP whose portfolio assisted 
with growth and was complimentary to Talisman’s. The auction was used to purchase additional 
capacity on syndicates 609 and 2791 to balance the portfolio and maintain the quality required. 
The overall capacity for 2022 increased from £30m in 2021 to £33.8m.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Further detail is given in Section II.  
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8. Market Trends and Renewals 
 
Overview 
 
The Market has now experienced 17 continuous quarters of rate increases over just about every 
sector. Cumulatively they have compounded to an average increase of over 70%. Coupled with the 
increases there has been a move to more direct business and a reduction in catastrophe insurance 
and reinsurance exposure. There have also been further movements in the market mix to aid 
profitability. The changes are a consequence of the decile ten exercise and the need to improve 
performance. Portfolios have been de-risked and further diversified which shows clearly in the data 
monitored by Argenta and shared with Talisman. To compensate for less catastrophe risk the 
casualty class has grown and notably for cyber related risks where Lloyd’s is a global leader and 
experiencing good rewards. 
 
The chart below shows Talisman’s spread of business across the major classes for the 2022 year 
of account, with further comments following. 
 

 
 
Direct Property 
 
This sector remains dominated by binding authority business written through numerous cover 
holders. With a continuing high level of loss events their management and selection is under 
continuous review as are exposure levels, as many underwriters seek to further de-risk. Positive 
movement in rates is expected to continue due to inflation, climate change and the cost of 
reinsurance. 
 
The use of data and analytics can deliver product innovation as well as enabling underwriters to 
make informed decisions that can lead to an increase in the diversity and profitability of their book 
whilst reducing volatility in this class. 
 
The anticipated overall cost of business interruption claims, consequent upon Covid-19, has 
remained almost constant over the last year but much remains outstanding to be settled. 
 

 

33.6%

13.2%

9.0%

7.2%

6.0%

5.8%

4.9%

4.2%

4.1%
3.6%

2.9% 5.0%

Non Marine Property Non Marine Property Reinsurance Non Marine Liability (Ex US)

Marine Non Marine Liability (Inc. US) Professional Indemnity (Inc. US)

Professional Indemnity (Ex US) Cyber Energy

Aviation Pecuniary Loss/Political Risk Other
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Property Reinsurance 
 
The rating environment of the reinsurance sector has lagged behind direct business for the past 
few years. Consequent upon the higher frequency and severity of loss in recent years, Syndicates 
are showing greater focus on client selection, line size and exposure. Weather related disasters 
continued to dominate in 2021 and a de-risking, by many participating in the sector across the 
globe, is having the desired effect of increasing prices together with programme restructuring In 
the knowledge of the growing loss potential of secondary perils. Rating levels in 2022 to date have 
been strong. 

 
Casualty 
 
Rate increases coupled with a tightening of terms and conditions have been the norm in this sector 
for some time and should remain so with inflation at levels not seen for a generation. The nature of 
long tail business necessitates strict attention at this time particularly as investment returns remain 
low, exacerbating the issue and the need to ensure adequate pricing whilst being responsive to 
change and the needs of clients. 
 
In the US, court awards have accelerated in size (social inflation) and it is perhaps no surprise that 
some are having to increase reserves for historic claims. There has been a generational shift in 
expectations of corporate behaviour and a heightened expectation of the value of bodily injury 
claims which add complexity to achieving fair settlement of related claims. Disciplined underwriting 
and prudent risk selection are essential at this time. Talisman continues with its focus on non-US 
business. 
 
The rates for Cyber risks continue to experience significant increases. This class of business is still 
in its infancy and the potential for material growth is clear. Lloyd’s now writes about 25% of the 
global business. This opportunity is not without concerns and the systemic risk is obvious. Market 
leaders are working hard to ensure policy wordings are clear and robust to manage their aggregate 
exposure for such a possibility. 

 
Marine 
 
In the hull and cargo classes rate increases, together with improvements in terms and conditions, 
have been significant in order to see a return to meaningful profitability. The Lloyd’s decile ten 
exercise was again at the forefront of the recovery programme. 
 
Similarly marine reinsurance has seen considerable improvement in pricing and conditions 
following the remediation exercise and that should continue as inflation and environmental 
requirements are taken into account. 
 
Economic activity was reduced due to Covid-19 and whilst it had started to recover, uncertainties 
exist consequent to current economic conditions and the war in Ukraine. 
 

Energy 
 
Trading conditions in every sector of the energy class have been improving year on year and the 
class has been profitable. Further increases are being applied and are needed to produce a more 
acceptable level. The sector has been fortunate in that during 2021 there was limited windstorm 
activity in the Gulf of Mexico. 
 
Whilst some underwriters may modify their book of business in line with ESG strategies, there is 
the opportunity to write renewable energy exposures such as windfarms to offset the loss of 
income. Unfortunately, it has to be said, the experience to date in the offshore wind sector has not 
been good. As with any new class there will be lessons to be learned and experience gained before 
pricing is correct and adequate. 
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Aviation 
 
Other than for the large losses relating to the grounding of the Boeing 737 MAX fleet, the aviation 
sector had been through a relatively benign period until the war in Ukraine and the loss of 
commercial aircraft in Russia. It is not possible to say how the resulting claims will be dealt with as 
they are exceedingly complex and involve various policy holders, types of policy and wordings. 
 
This sector benefitted from lower activity due to the Covid-19 restrictions but levels are now 
recovering. Trading conditions remain good following the improvements in recent years and should 
continue. 
 

9. Conclusion 
 
Lloyd’s continues to focus on four strategic priorities to deliver value to all stakeholders operating 
in the complex and fast changing world of today, namely performance, digitalisation, purpose and 
culture. 
 
There was a strong return to profitability in 2021, driven by portfolio management action, evidenced 
by the reduction in the attritional loss ratio. This focus on sustainable performance continues in 
2022 and will not change. 
 
Blueprint Two continues to be at the heart of the Future at Lloyd’s striving to digitalise the Lloyd’s 
market. This will deliver tangible efficiencies to the market including reduced costs and complexity 
of doing business at Lloyd’s. 
 
Lloyd’s has placed Environmental, Social, and Governance (ESG) at the heart of all it does and 
leads the Insurance Task Force to drive and accelerate the transition of the industry towards a 
resilient net zero economy. Lloyd’s similarly continues in its commitment in building a solid 
foundation to create a diverse, inclusive and high-performing culture across the Society and 
market. All of these priorities for Lloyd’s are endorsed by Talisman and are of great benefit in 
ensuring a sustainable, future-proofed business equipped to innovate and ever improve its 
offerings to customers. 
 
The remediation exercise initiated by Lloyd’s has reaped good results and the improvement in the 
loss ratios for attritional losses is evident in most classes. Expenses at syndicate level and 
acquisition costs are both coming down. These are important trends as no one can budget to cover 
all catastrophic losses or Black Swan events such as Covid-19 or the war in Ukraine. None the less 
Talisman has reported a profit for the 2019 year of account and expects to report profits for both 
open years 2020 and 2021. 
 
Managing Agents and Underwriters have been robust in discarding business that is not performing 
while seeking to grow the more profitable areas where rate adequacy is evident and the risk clearly 
understood. There will be no change to this requirement and sustainable performance remains 
more important than growth. 
 
Whilst capital in the global insurance market is not in short supply, it is selective and demanding. 
The cycle will move with time but we would expect good trading conditions to remain for some 
years given the numerous uncertainties insurers are facing. Climate change is there for all to see 
as is inflation. Catastrophe losses need to stay within budget which should lead to yet another 
series of rate increase for the 1 January 2023 renewals and onwards. 
 
The losses arising out of the Covid-19 related claims obscured the improvement in the market, a 
position now compounded by the eventual cost of the war in Ukraine. These are both exceptional 
events. But the insurance industry exists to help clients at such times to repair their balance sheets. 
Ours is a risk business but one that understands the changing nature of the world and potential 
outcomes. Every event adds valuable data which helps to plan for the future and benefit both 
insured and insurer. Guarantees can never be given but we believe we are in a good place for 2022 
and the forthcoming period. 
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10. Syndicate Participations  
 
Detailed below are the syndicate participations for the 2019 account onwards as at 1 January for 
each year of account for all of Talisman’s corporate members trading at Lloyd’s. The numbers are 
not adjusted for any subsequent acquisitions in that year. 
 

Syndicate Underwriter 

 
Managing 

Agent 
Allocated Premium Limit 

   2019 
£ 

2020 
£ 

2021 
£ 

2022 
£ 

33 P Lawrence Hiscox 4,506,048 5,772,859 5,772,859 
 

5,985,359 

218 M Hall  IQUW 1,019,743 0 0 0 

318 N Chalk Cincinnati 709,661 730,497 730,497 
 

780,183 

386 C Fresneau QBE 1,581,428 1,739,343 1,827,133 
 

2,092,347 

510 M Mortlock Tokio Marine 
Kiln 

4,542,844 5,511,435 6,334,674 
 

6,622,174 

609 T Drysdale Atrium 2,694,524 3,405,533 4,049,258 
 

4,510,653 

623 T Turner 
B Greenwood 

Beazley 2,437,873 3,058,412 3,716,846 
 

4,507,283 

727 M Meacock Meacock 0 51,500 0 0 

1969 N Jones Apollo 593,333 593,333 700,133 
 

1,069,000 

2010 J Barnes Lancashire 1,203,743 1,251,706 900,000 
 

1,008,627 

2121 I Burford Argenta 1,288,596 1,610,745 1,275,000 
 

1,506,327 

2791 R Trubshaw MAP 1,997,772 2,137,668 2137668 
 

2,417,668 

4444 S Willmont 
C Jarvis 

Canopius  1,042,460 1,061,118 700,000 
 

755,746 

5623 W Roscoe Beazley  30,003 296,699 398,465 
 

820,417 

5886* N Destro Blenheim 1,039,991 1,392,631 1,247,101 
 

1,464,480 

6103** R Trubshaw MAP 125,873 192,114 253,589 
 

301,100 

6104*** A Dolphin Hiscox 198,588 198,588 0 0 

Total   25,012,480 29,004,181 30,043,223 

 

33,840,364 

  No. of 
Syndicates 

 
16 16 14 14 

 
* Allocation for 2020 includes £606,400 of limited tenancy capacity.  
**  Syndicate 6103 provides a specific catastrophe account quota share reinsurance of MAP Syndicate 2791. 
*** Syndicate 6104 provides a specific catastrophe account quota share reinsurance of Hiscox Syndicate 33. 
 

Participation on the 6000 series of syndicates is on a limited tenancy basis and they are not traded 
through the auction process.  
 
The 2019 year of account of syndicate 2121 remains open due to uncertainties surrounding the 
eventual cost of Covid-19 related claims.  
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11. Syndicate Pre-emptions  
 
The syndicates pre-empting that benefit Talisman for 2022 are detailed below. 
 

Syndicate Underwriter Managing Agent Pre-Emption % 

386 C Fresneau QBE 10.00 

609 T Drysdale Atrium 3.95 

623 T Turner 
B Greenwood 

Beazley 14.08 

1969 N Jones Apollo 5.25 

2010 J Barnes Lancashire 6.17 

2121 I Burford Argenta 10.00 

5886 N Destro Blenheim 10.77 

 
12. Syndicate Capacity Purchased at Auction 
 
The syndicate capacity purchased by Talisman at the 2021 auctions is detailed below. 
 

Syndicate Managing Agent Capacity Cost £ 

609 Atrium 100,000 72,060 

2791 MAP 150,000 136,890 

 
13. Syndicate Capacity Acquired by the Purchase of a LLP 
 
During 2021 Talisman purchased one LLP the capacity of which is detailed below. 

 

Syndicate Managing Agent Capacity 

33 Hiscox 212,500 

318    Cincinnati 49,686 

386 QBE 75,000 

510     Tokio Marine Kiln 287,500 

609 Atrium 193,709 

623     Beazley 234,155 

2010      Lancashire 49,999 

2121     Argenta 94,388 

2791      MAP 130,000 

4444    Canopius 55,746 

5886     Blenheim 46,479 

6103     MAP 4,839 

 
14. Syndicate Ratings  
 
Syndicate ratings are calculated using various indicators that Argenta has used in determining 
support for individual syndicates. These include quantitative issues such as past performance, the 
prudence of reserves, potential volatility in returns, the security behind the reinsurance programme 
and the level of delegated authority given by a syndicate to third parties. In addition, qualitative 
issues, such as the managing agent’s operational and governance structure, its strategy and its 
alignment of interest with capital providers are also taken into account. These are combined to 
produce an overall rating for each syndicate that ranges from “A+” to “D”. The table below shows 
the bias toward better rated syndicates and provides a comparison with the previous 2 years.  
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Rating 
Talisman % Market % 

 
2022 2021 2020 2022 2021 2020 

A+                         20.5                   n/a           n/a            19.8             n/a               n/a 

A 13.3 33.0 49.6 15.2 33.7 46.5 

B+ 44.3 47.2 35.5 36.1 38.0 30.7 

B 9.9 4.2 4.5 11.6 6.0 6.0 

C+ 2.2 4.3 0 0.4 5.6 0 

C 9.8 11.2 10.4 12.6 12.2 11.7 

D 0 0 0 4.3 4.5 5.1 

 
15. Risk Ratings  
 
The Risk Rating has been compiled as an indicator of the level of each syndicate’s trading and 
management risk as perceived by Argenta. “Risk” may be defined, in this context, as the likelihood 
of the syndicate suffering a large, above average, loss as assessed by reference to a number of 
quantitative and qualitative criteria as follows:  
 

 The Syndicate Capital Requirements produced by Lloyd’s (reflecting the volatility of the 
business written;  

 The volatility of past syndicate results;  

 The exposure to catastrophic loss (as determined by syndicates’ Realistic Disaster 
Scenarios);  

 The exposure to reinsurance failure;  

 The quality of the managing agent. 
 
The Risk Rating is not therefore a measure of potential profitability. Nor does the fact that a 
syndicate has a lower rating mean that it will not suffer a large loss. Rather, a lower rating would 
suggest that, based on a number of objective tests, followed by a subjective assessment, the 
syndicate is thought less likely to suffer an abnormally large loss. Insurance is inherently a high risk 
business and therefore the emphasis of this analysis is on relative risk. The table below 
demonstrates the bias away from higher risk syndicates in comparison to the market.  
 

Rating 
Talisman % Market % 

 
2022 2021 2020 2022 2021 2020 

Very High 0.9 0.8 1.3 4.3 4.5 5.2 

Higher 6.6 6.6 7.3 10.9 10.5 9.7 

Medium to Higher 24.1 22.2 30.2 25.2 25.3 30.5 

Medium 68.4 70.4 61.2 59.5 59.7 54.6 

 

16. Business Split Analysis 
 
The table below shows the estimated business split of Talisman for the 2022 year of account. As 
a comparison, we show the market average for all capacity available to third party capital providers 
and the figures for 2021 and 2020. The categories used are based on the estimated split of account 
supplied by syndicates in their 2022 business forecasts and adjusted to take account of the level 
of premium income forecast to be written. The initial risk codes supplied by syndicates are 
numerous, accordingly Argenta combines these initial codes into the broader categories shown.  
 

Risk Category Talisman % Market Average % 

 2022 2021 2020 2022 2021 2020 

Non Marine Property 33.6 36.1 35.8 32.1 33.9 33.7 

Non Marine Property Reinsurance 13.2 13.4 13.9 15.2 16.2 15.4 

Non Marine Liability (Ex US) 9.0 8.8 9.1 8.2 7.5 7.9 

Marine 7.2 7.1 6.9 6.2 6.0 6.0 

Non Marine Liability (Inc. US) 6.0 6.2 6.8 6.2 6.0 6.6 

Professional Indemnity (Inc. US) 5.8 5.4 4.2 6.1 5.8 5.0 
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Professional Indemnity (Ex US) 4.9 4.0 3.2 4.7 3.6 2.9 

Cyber 4.2 3.5 4.2 4.4 3.8 4.9 

Energy 4.1 4.3 4.5 3.9 4.1 4.1 

Aviation  3.6 3.3 2.7 3.2 2.9 2.3 

Pecuniary Loss/Political Risk 2.9 2.8 3.2 2.5 2.3 3.0 

Accident & Health 2.1 2.4 2.9 2.0 2.3 2.7 

Marine Reinsurance 1.1 1.0 1.1 1.2 1.0 1.1 

Aviation Reinsurance 0.6 0.6 2.7 0.6 0.7 2.3 

Space & Satellite  0.6 0.6 0.5 0.6 0.6 0.4 

Non Marine Liability Reinsurance 0.5 0.5 0.4 0.6 0.8 0.7 

UK Motor 0.1 0.1 0.1 2.3 2.7 2.9 

 
17. Realistic Disaster Scenarios (RDS) 
 
The table below illustrates the potential net impact of the top eight “Realistic Disaster Scenarios” 
(RDS) on Talisman’s portfolio. RDS are standardised catastrophic loss scenarios which Lloyd’s 
requires all syndicates to calculate each year to estimate their potential gross loss (before 
reinsurance recoveries) and net loss (after reinsurance recoveries) in their Business Forecasts.  
 
As RDS are estimates, they are based on assumptions by the managing agency on their likely 
levels of income, business written and reinsurance purchased for the year. Therefore they are very 
much subject to change. In all cases Argenta has taken Managing Agents’ projected exposure 
contained in their 2022 Business Forecasts.  

 
Changes to the underwriting policy, reinsurance programme and rating levels will all change the 
actual exposure. It is also important to note that a single loss can impact a number of different 
underwriting years, depending upon the inception date of the affected policies. Managing Agents 
are expected to report on the aggregate exposure to all underwriting years i.e. if they report an 
exposure of 10%, this might be made up of 7% to the 2022 year of account, 2% to the 2021 account 
and 1% to 2020 and not as 10% to 2022.  
 
The percentages shown represent a guide to the potential net cost to Talisman in the event of the 
occurrence of one of these loss scenarios, and not the final result of the year of account. Other 
non-aggregating sections of the account could, depending on their profitability, produce profits to 
mitigate such catastrophe losses. They could also, of course, produce further losses. The figures 
should be treated as indicative, as actual losses are likely to be different, particularly in the event 
of a series of major losses occurring in the same period.  

 

Catastrophe Scenario Talisman % Market Average % 

 2022 2021 2020 2022 2021 2020 

Whole World Natural Catastrophe AEP 1 in 30 15.8 19.4 18.6 18.5 22.9 22.3 

US Windstorm AEP 30 Year Return Period 11.2 13.9 13.2 13.2 16.5 16.1 

Terrorism – Rockefeller Centre 10.7 10.5 10.6 12.1 12.4 12.6 

Cyber – Major Data Security Breach 9.1 10.2 10.8 8.6 10.1 11.3 

Loss of Major Complex 6.7 7.3 6.8 9.9 10.4 10.1 

US Earthquake AEP 30 Year Return Period 6.3 7.5 6.8 7.1 8.9 8.4 

Aviation Collision 5.8 6.2 5.9 5.6 5.9 5.8 

Marine Event 5.2 5.4 4.7 4.6 5.3 4.7 

 
RDS Descriptions  

Whole World Natural Catastrophe AEP 1 in 30 

US Windstorm AEP 30 Year Return Period  

US Earthquake AEP 30 Year Return Period  

These scenarios denote each syndicate’s exposure to a catastrophic event, the impact of which is 
what might be expected to occur only once in every thirty years. To calculate these exposures, 
syndicates use a sophisticated model that runs multiple simulations of events to determine the 
impact of these 1 in 30 year losses:  
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Whole World Natural Catastrophe AEP 1 in 30 A natural catastrophe, be it an 
earthquake, windstorm, flood anywhere in 
the world. 

US Windstorm AEP 30 Year Return Period A Windstorm in the USA 

US Earthquake AEP 30 Year Return Period An Earthquake in the USA 

 
To put these exposures into context, these RDS events might be expected to occur once every 30 
years. Members’ capital requirements envisage losses at a level that might occur once every 200 
years. 
 
In syndicates’ 2022 business plans, exposures are based on the modelling output typically used 
for reinsurance purchase which better explains how frequently a given loss might be expected to 
occur over a prolonged (many hundreds of years) period. These models are also extensively used 
in determining the level of capital required for a syndicate to be resilient to the size of loss that can 
be expected to recur once every 200 years. The parameter that Lloyd’s uses is called the Aggregate 
Exceedance Probability (or AEP) and it calculates the total loss that the syndicate would expect to 
experience once every thirty years arising out of the particular peril.  
 
Therefore, a “1 in 30 year US Wind AEP” describes the anticipated loss from all US wind events in 
a single year that would be expected to recur once in thirty years. Note the word “aggregate” in 
AEP means that this exposure could be consequent upon a single large event, or a combination of 
smaller events.  
 

Aviation Collision 
 
Assumes a collision between two aircraft over a major city, anywhere in the world, using the 
syndicate’s two highest airline exposures. Assumes a total liability loss of up to US$4 billion, 
comprising of up to US$2 billion per airline and any balance up to US$1 billion from an air traffic 
control liability policy(ies) and/or a major product manufacturer’s product liability policy(ies), where 
applicable. Consideration should also be given to other exposures on the ground. 
 

Cyber – Major Data Security Breach 
 
A series of simultaneous cyber-attacks are launched on large multinational organisations across 
one industrial sector with the intention of causing major disruption and financial loss to 
organisations. During the attacks, customer data (e.g. internet protocol address, credit card 
details and other information) is lost. 
 
The attacks target vulnerabilities in the operating systems, web applications and/or software used 
by these organisations. For the purposes of this exercise it is assumed that multiple systems and/or 
multiple organisations using the same systems/software are affected. The hacking attacks may 
take the form of a virus, or an alternative vector of attack. As a result of the breach, customer 
management and trading systems, networks and supply chains are disrupted at these 
organisations for a duration of 24 hours. 
 
Assumes the ten largest clients worldwide are targeted, in the sector with the greatest exposure 
and that all client data at these organisations is lost, that class actions are pursued and there will 
be organisations that face third party liability claims.  
 

Cyber - Business Blackout 
 
Power is taken down across 36 US States on a weekday in June.  It is gradually restored, but only 
50% of homes and businesses are reconnected in 72 hours and full restoration takes 3 weeks.  
The event is attributed to a cyber-attack aimed at electrical substations and power transformers.  
Although suspicion falls on several threat actor groups linked to nation states, no group claims 
responsibility and none is attributed with definitive responsibility.  The event is therefore not deemed 
a war event.  The return period of this scenario is estimated to be between one in 150 and 200 
years.    
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Cyber - Cloud Cascade 
 
A major cloud service provider suffers total downtime in multiple data centres in the USA.  The 
outage lasts 24 hours and impacts all hosted services.  Businesses worldwide suffer business 
interruption and loss of data.  Investigation shows that the outage was caused by misconfigured 
cluster management software and exacerbated by malicious code.  The return period of this 
scenario is estimated to be between 1 in 100 and 125 years. 
 

Cyber - Ransomware Contagion 
 
A ransomware payload is triggered.  It has exploited a vulnerability in an operating system to infect 
the IT system of a major global corporation.  Ransomware encrypts files and presents users with 
ransom demands.  The operating system has a dominant market share and the ransomware is 
spread throughout the world within 3 days.  On average, victims experience 7 days of downtime.   
 
The operating system provider issues patches to protect the vulnerability, but the ransomware is 
already infecting companies throughout the world.  Organisations in every sector are unable to 
access critical files and many victims simply pay the ransom.  However, even having paid, most 
victims are still unable to restore systems.  Victims suffer business interruption and other costs 
relating to data restoration and hardware replacement.  The return period of this scenario is 
estimated to be between 1 in 75 and 100 years.   
 

Loss of Major Complex 
 
Assumes a total loss to all platforms and bridge links of a major complex. Includes property 
damage, removal of wreckage, liabilities, loss of production income and capping of the well. 

 

Marine Collision 
 
A cruise vessel carrying 2,000 passengers and 800 staff and crew is involved in a high-energy 
collision with a fully laden tanker of greater than 50,000 DWT with 20 crew. The incident involves 
the tanker sinking and spilling its cargo; there are injuries and loss of lives aboard both vessels. 
 
Assumes an apportionment of negligence of 30% to the tanker owner and 70% to the cruise vessel 
and that the collision occurs in US waters.  
 
Assumes that the cost of pollution clean-up and compensation fund amounts to US$2 billion. This 
would result in claims against the International Group of P&I Associations’ General Excess of Loss 
Reinsurance Programme, and any other covers that might be in force. 
 
Assumes an additional compensation to all passengers and crew for death, injury or other costs of 
US$1.15 billion and removal of wreck for the Tanker of US$100m. The cruise ship is severely 
damaged but is towed back to a safe harbour (repair estimate US$50m and US$10m for salvage 
operations). 

 

Terrorism 
 
Rockefeller Centre Event - The Midtown Manhattan area, New York, at 11:00am on 1st January 
suffers a 2-tonne bomb blast attack causing collapse and fire following within a radius of 200m, 
massive debris damage to surrounding properties up to a radius of 400m and light debris damage 
to surrounding properties up to a radius of 500m. 1,000 blue/white collar worker deaths and 2,500 
injuries in total.  
 
Overland/underground transport systems are partially damaged, leading to significant business 
interruption exposure for a period of three months. 
 
All possible affected business classes should be included in the calculations, such as Contingent 
Business Interruption and Specie/Fine Art. 
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