


Who should consider a captive?
Companies (or groups of 

Companies) with:

Financial 
stability and a 
willingness to 

invest in 
themselves

Good claims 
history and 

low loss ratio

Good risk 
management 
practices and 
willingness to 
be proactive

Long term 
commitment

Willingness to 
work with 
others for 
better risk 

management



Lines of Business

Text
• Auto
• Property

CAPTIVE
• Construction risk
• Warranty risks

• Environmental liability
• General liability etc.

Emerging LinesTraditional Lines

Text
• Employee Benefits
• Cyber

• Reputation risk
• Executive Risks

• Extended warranty
• Third party risks



Holistic approach for Life & Non-Life

Cross Class Aggregate One Collateral

Spreading the risk
No correlational risks

Captive



The Risk Modeling Process
Industry’s Experience and 

Data

Frequency Modelling
How often could losses occur?

Severity Modelling
If a loss does occur, how severe could it be?

Statistical Simulation
Risk Quantification

Analysis

Risk Financing
Decisions
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Severity given that a loss occurs

0.10% probability that a 
claim could exceed $10k
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Probability that a given loss exceeds a given amount
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Loss Prevention 
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Own 
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Optimised Risk Financing Strategy

$2.3m
$3.2m

$4.8m

$7.0m
$2.1m

$1.5m

$8.0m

$2.5m

Current 
Structure

$2.8m

Alt II

$3.4m

Alt I

$4.1m

Al III

Quotes
Actual Premium
Cost of Capital
Retention

$3.0m

Alternative I 
reduces CCOR 
in $3.3m
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The average losses expected to be 
retained by the organisation in a given 
year

The opportunity cost of financing 
retained losses in a “bad” loss year

Retained Losses

Cost of Capital

The amount spent to transfer risk out of 
the balance sheet

Premium

$12m

$8.7m

$13m

$11m


