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Special Bulletin – Lloyd’s “Global” Results April 2013 

 

 

• Lloyd’s reports £2,717m full year profit 

 

Argenta Comment 

Lloyd’s reported its annual result for the year ended 31 December 2012 on Wednesday 27 

March 2013. The strong result, with a profit approaching £3 billion, attracted rather fewer 

column inches than did last year’s loss of £516m. The profit is the fourth best in Lloyd’s 

history, all of which have been recorded in the last ten years.  

 

Approximately half the overall result (£1,351m part of £2,771m) relates to a release from 

reserves held for years prior to 2012. Lloyd’s has carried out a review of these reserves and 

believes that, despite the scale of releases, reserving levels remain robust and on some 

measures they are stronger now than 12 months ago.  

 

Lloyd’s Globals 

 

 

 

 

 

 

 

 

 

When announcing the result, Lloyd’s commented that the increase in gross written premium, 

at almost 9%, doesn’t chime with its stated intention of controlled growth. However, rate 

increases accounted for about 3% of the increase and inward transfers of business for a 

further 2.5%.  Foreign exchange movements and new special purpose syndicates also 

accounted for around 1%, so the increase due to net new business was less than 3%.  

 

 

 2012 2011 2010 2009 2008 

 £m £m £m £m £m 

Gross written premiums 25,500 23,477 22,592 21,973 17,985 

Net written premiums  19,435 18,472 17,656 17,218 14,217 

Result for the year before tax 2,771 (516) 2,195 3,868 1,899 

Ratios      

Combined ratio (%)  91.1 106.8 93.3 86.1 91.3 

Return on capital (%)  14.8 (2.8) 12.1 23.9 13.7 
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Source:  Lloyd’s 

 

The combined ratio is a simplified method of assessing insurance company performance.  

A lower ratio indicates better performance, with an underwriting profit being achieved 

when the combined ratio is less than 100%.  Note that the actual combined ratio is 

indicated in the above graph by the spot for each year, rather than the height of each 

year’s tower.  This is because the contribution from the prior years reduces the total to 

less than the sum of the positive components.   

 

Results have benefitted from releases from reserves for the last eight years.  Lloyd’s 

states that actual claims’ developments have been significantly below projected levels. 

The years 2002 to 2006 have performed exceptionally well, although the prospects of 

significant further releases from these years is now remote and the potential for future 

surpluses depends on the robustness of reserves for softer market years 2007 to 2012.  

 

Members who are accustomed to the traditional three year underwriting account are 

reminded that these results are based on UK GAAP and are presented on an annual 

accounting basis.  There are at least two important points to bear in mind – first that the 

GAAP results should not be mistaken for a 2012 forecast and the second that the 

expression “prior year” relates to all years other than 2012 and not just to the years that 

have been closed by RITC, as is the case for the underwriting accounts.   

 

Lloyd’s results against peers 

Lloyd’s compares its performance to four other key sectors of the insurance and 

reinsurance industry: the US Property/casualty insurers; US reinsurers; European insurers 

and reinsurers and the Bermudian market.  As can be seen in Chart II overleaf, Lloyd’s 

and the Bermudians continue to head these charts, with the gap between the two not 

having been more than two percentage points in any of the last five years.  
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  Lloyd’s performs favourably against peers 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Results by sector 

All sectors of the market, with the exception of motor, recorded an underwriting profit in 

2012.  However, the results for the pure year were more marginal and in three cases it 

took the prior year releases to turn a breakeven or loss position into a profit.  Each sector 

of the market recorded a positive contribution from the old years.  Only the marine 

market, hit by the loss of the Costa Concordia as well as cargo and specie losses in 

Superstorm Sandy, and the aviation market, recorded a worse result in 2012 than in 

2011. The Aviation result deserves some comment, as rates in this sector have been 

under severe pressure and the result owes much to the continuing exceptional safety 

record of the airline industry, where there have been no major losses since 2009.  

 

 Gross 

Written 

Premium 

Accident 

Year  

Prior year 

movement 

Combined  

Ratio 

Underwriting 

Result 

Reinsurance £9,763m 97.9% (6.9%) 91.0% £605m 

Property £5,476m 102.6% (8.2%) 94.4% £221m 

Casualty £4,543m 100.4% (4.8%) 95.6% £152m 

Marine £2,090m 103.8% (3.9%) 99.9% £2m 

Energy £1,727m 95.1% (19.1%) 76.0% £275m 

Motor £1,155m 104.9% (0.9%) 104.0% (£42m) 

Aviation £669m 86.2% (18.5%) 67.7% £170m 
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Catastrophic Losses 

Catastrophe loss experience in 2012 was the third worst on record for the insurance and 

reinsurance industry, ranking it below 2005, the year of Hurricanes Katrina, Rita and 

Wilma and 2011, which was hit by earthquakes in New Zealand and Japan and the floods 

in Thailand.  The most significant event of the year was Superstorm Sandy, which struck 

the North East corner of the USA in late October 2012.   

 

Industry loss estimates for this event continue to be in the $20 billion to $25 billion 

range.  While Lloyd’s says that uncertainty continues around the final cost to the market 

for the event, it states that the current estimated cost (after reinsurance recoveries) is 

$2.175 billion, which places it at the lower end of the original range of $2.0 billion to $2.5 

billion announced by Lloyd’s on 19 December 2012.  Other major claims include the 

Costa Concordia, which is estimated at a loss of around £200m to the market, 

earthquakes in Italy costing £50m and Hurricane Isaac at $80m.  

 

Chart III below compares Lloyd’s catastrophe experience with that of the entire industry 

(as reported by the Munich Re).  In general, Lloyd’s has a slightly smaller share of US 

catastrophes (years such as 2004, 2005 and 2012) and a larger share of international 

ones (2010 and 2011).  In 2012, nine of the ten largest insurance losses and more than 

90% of the overall insured cost arose out of US events.   

 

We have included trend lines, for the historic average insured catastrophe losses over 

the past 30, 20, 10 and 5 years. This shows clearly how catastrophe trends have been 

increasing, although this can be attributed to an increase in insurance penetration (more 

insurance purchased in more parts of the world) as well as to an increase in size and 

frequency of catastrophe losses.  
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Investments 

Although investment conditions improved in 2012, with slightly less volatility than in 

2011, and with equity markets making gains over the year, it was another year in which it 

was difficult to make meaningful returns without taking undue risk, especially in short 

duration, high quality fixed interest securities market, where Lloyd’s syndicates hold 

most of their assets.  

 

In total, syndicate investments returned £1billion, or 3% on opening funds (2011 £791m, 

2.4%), although around a quarter of this relates to unrealised investment gains.  These 

gains have arisen as investors have flown to quality assets, increasing the prices but 

simultaneously pushing down yield.  Although interest rate increases in the major 

economies continue to look unlikely, if they were to occur, some of these gains may be 

reversed.  

 

Syndicate reports and account are available to view online at  

http://www.lloyds.com/Lloyds/Investor-Relations/Financial-performance/Syndicate-

reports-and-accounts)  

 

Underwriting account 

Lloyd’s has also released market results for the 2010 year of account on the traditional 

underwriting (i.e. three year accounting) basis, as well as providing updated forecasts for 

the 2011 year of account.  These are as follows: 

Year of Account Previous 

Profit/(Loss) (as at 

30 September 2012) 

Result/ Forecast 

profit/(loss) (as at 

31 December 2012) 

Change on previous 

estimate 

2010 (2.47%) to 2.88% 2.48% +2.28% 

2011 (3.63%) to 1.99% (3.16%) to 2.33% +0.41% 

All results and forecasts are expressed as a percentage of syndicate capacity and after all 

personal expenses, other than Members’ Agent’s fee and profit commission.  A full listing 

of all 2010 results and 2011 forecasts for syndicates supported by third party capital is 

shown overleaf.  

 

It is encouraging to note that Lloyd’s now has a very consistent track record of 

conservative reserving, with each underwriting year since 2003 achieving a much better 

result than the initial forecast , as is shown in Chart IV below.  

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 6

We will provide further analysis on the market result in the next edition of Argenta’s 

Quarterly Review, which will also look at recent market developments and review our 

forecasts for the open years of account.  In particular, we will be looking at the levels of 

releases from reserves and the likelihood on syndicates being able to continue to make 

such strong reserve releases.  

The following schedules show forecast results for all syndicates and include any early 

releases of profit made by managing agents, or any cash calls.  We will provide our 

updated expectations for these years of account in the Quarterly Review due by the end 

of April.  

2010 Results as at 31 December 2012 

 Capacity Q312 Estimate Result 

at 31 

Dec 12 

Change 

in  

Midpoint 

Release/ 

(Call) 

Syndicate £000s Worst Best Midpoint 2011 2012 

33 999,495 (2.50) 7.50 2.50 7.16 4.66   

218 485,906 (25.00) (15.00) (20.00) (20.80) (0.80)   

260 69,813 (22.35) (17.35) (19.85) (18.88) 0.97  (11.90) 

308 20,000 10.51 15.51 13.01 13.38 0.38   

318 225,044 (2.16) 2.85 0.34 4.18 3.84   

386 364,870 22.65 27.65 25.15 28.94 3.78 2.43 10.60 

510 922,525 (1.60) 3.40 0.90 2.70 1.80   

557 119,542 (28.86) (23.86) (26.36) (25.39) 0.97   

570 144,643 4.01 9.02 6.52 8.71 2.19   

609 274,537 12.02 17.03 14.52 16.69 2.17   

623 215,172 0.00 5.01 2.51 6.07 3.56   

727 79,814 8.00 13.00 10.50 11.49 0.99   

779 27,000 (1.11) 3.89 1.39 (3.19) (4.58)   

807 140,375 (29.53) (24.53) (27.03) (24.44) 2.60  (29.90) 

958 279,807 (17.19) (12.19) (14.69) (15.07) (0.38)   

1176 31,666 20.00 35.00 27.50 32.28 4.78 18.05  

1200 349,892 (7.50) (2.50) (5.00) 0.76 5.76   

1969 63,748 (15.00) (12.00) (13.50) (15.08) (1.58)   

2010 349,842 (5.00) 0.00 (2.50) 2.22 4.72   

2121 174,980 (8.00) (3.00) (5.50) (4.38) 1.12   

2318 33,009 14.76 14.76 14.76 14.54 (0.22)   

2525 41,956 20.83 24.83 22.83 32.21 9.38   

2526 31,792 (1.10) 0.90 (0.10) 7.03 7.13   

2791 504,476 11.00 16.00 13.50 17.70 4.20   

3334 25,000 (26.28) (19.20) (22.74) (41.54) (18.80)   

4242 99,000 8.00 13.00 10.50 10.76 0.26  11.59 

6103 33,667 30.00 40.00 35.00 38.03 3.03   

6104 45,185 5.00 15.00 10.00 8.87 (1.13)   

6105 30,060 (4.22) 5.78 0.78 0.35 (0.43) 0.95  

6106 49,825 (44.16) (39.16) (41.66) (40.94) 0.72   

6107 14,504 (47.12) (37.10) (42.11) (39.41) 2.70  (46.88) 

MAPA 7008 20,446 (5.97) 0.03 (2.97) (0.60) 2.37 0.06 (1.53) 

MAPA 7009 134,220 (4.08) 2.00 (1.04) 1.47 2.51 0.12 (0.42) 

9999 16,775,119 (2.29) 2.71 0.21 2.35 2.14   

Lloyd's 23,022,267 (2.47) 2.88 0.20 2.48 2.28   
 

Notes 
Results and forecasts are at the 31 December 2012 exchange rate of $1.63:£1 

Syndicate 9999 is the aggregate of all wholly aligned syndicates 

Syndicate 779's 2010 account remains open at 31.12.12 
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2011 Forecasts as at 31 December 2012 

Capacity Q3 12 Estimate Estimate as at 31 Dec 2012 Change 

in  

Mid-

point 

Release/(Call) 

Syndicate £000s Worst Best Mid-

point 

Worst Best Mid-

point 

2012 2013 

33 899,365 (5.00) 5.00 0.00 (5.00) 5.00 0.00 0.00   

218 485,976 (12.00) (2.00) (7.00) (12.00) (2.00) (7.00) 0.00   

260 69,849 (9.28) (4.28) (6.78) (8.29) (3.29) (5.79) 0.99   

308 20,000 3.96 8.96 6.46 2.17 7.17 4.67 (1.79)   

318 225,044 3.56 8.54 6.05 3.96 8.95 6.46 0.40   

386 364,702 15.01 20.01 17.51 16.72 21.72 19.22 1.71 4.17 8.53 

510 922,313 2.51 7.51 5.01 2.86 7.86 5.36 0.34   

557 59,872 3.48 8.48 5.98 4.75 9.75 7.25 1.27   

570 144,658 (10.02) 0.00 (5.01) (10.02) 0.00 (5.01) 0.00   

609 274,204 0.00 10.03 5.01 3.01 13.04 8.02 3.01   

623 214,890 0.00 5.02 2.51 0.00 5.02 2.51 0.00   

727 79,822 0.00 12.00 6.00 (3.00) 15.00 6.00 0.00   

779 27,000 (3.53) 1.47 (1.03) (3.53) 1.47 (1.03) 0.00   

807 140,470 (4.68) 0.32 (2.18) (6.30) (1.30) (3.80) (1.62)   

958 279,813 (13.66) (8.69) (11.18) (14.42) (9.42) (11.92) (0.74)   

1176 31,648 (10.00) 10.00 0.00 (17.50) 2.50 (7.50) (7.50) 8.45  

1200 350,000 (8.00) 2.00 (3.00) (0.50) 2.00 0.75 3.75   

1969 74,450 (1.00) 3.00 1.00 (2.00) 2.00 0.00 (1.00)   

2010 349,727 (5.00) 5.00 0.00 (2.50) 5.00 1.25 1.25   

2121 200,000 2.00 7.00 4.50 (2.00) 3.00 0.50 (4.00)   

2318 10,000 7.75 7.75 7.75 7.07 8.12 7.59 (0.16)   

2525 41,983 (6.09) (2.09) (4.09) (7.10) (2.10) (4.60) (0.51)   

2526 50,000 (3.92) 1.08 (1.42) (3.00) 3.00 (0.00) 1.42   

2791 504,451 7.00 12.00 9.50 7.00 12.00 9.50 0.00   

3334 34,988 0.26 5.17 2.71 (5.08) (0.28) (2.68) (5.39)   

4020 388,943 3.85 8.85 6.35 5.50 10.50 8.00 1.65 1.56 6.48 

4242 80,001 5.00 15.00 10.00 5.00 15.00 10.00 0.00   

6103 28,833 12.50 22.51 17.51 12.50 22.50 17.50 (0.01)   

6104 37,174 5.00 20.00 12.50 5.00 20.00 12.50 0.00   

6105 10,984 3.61 8.61 6.11 5.47 10.47 7.97 1.85 2.01 7.28 

6106 42,906 14.01 19.01 16.51 13.97 18.97 16.47 (0.04)   

6107 14,115 (2.50) 7.49 2.50 0.00 9.98 4.99 2.50   

MAPA 

7009 119,612 (1.61) 5.42 1.90 (1.24) 5.58 2.17 0.27 0.21 0.44 

MAPA 

7022 16,605 (1.99) 4.79 1.40 (1.92) 4.72 1.40 0.00 0.05 0.22 

9999 16,838,440 (4.64) 0.36 (2.14) (4.24) 0.76 (1.74) 0.40   

Lloyd's 23,296,621 (3.63) 1.99 (0.82) (3.16) 2.33 (0.42) 0.41   

 

Three syndicates are making early releases on the 2012 year of account. These are: 

 

Syndicate 386 3.31% of capacity 

Syndicate 1176 6.32% of capacity 

Syndicate 4020 .07% of capacity 
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This document is issued for general information purpose only and should not be construed as investment advice. Whilst all 

reasonable care has been taken to ensure that the information contained in this document is accurate at the time of publication, 

Argenta Insurance Research Limited does not make any representations as to the accuracy or completeness of such information. 

Argenta Insurance Research Limited is a wholly owned subsidiary of Argenta Private Capital Limited which is regulated and 

authorised by the Financial Conduct Authority. 

 


