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Abstract

The traditional reinsurance markets face capacity limits. Global financial markets

provide a much larger pool to diversify large (re)insurer risk. Insurance-Linked

Securities (ILS) are a group of financial instruments, which are sold to

institutional investors and whose value is affected by an insured loss event. ILS

encompass multiple forms of risk-linked securitization such as CAT bonds, weather

derivatives (WDs), contingent capital (CC), and Finite Re products. Their purpose

is to provide more efficient ways to transfer large-scale risk by combining

insurance and reinsurance techniques with capital market techniques.

 This is a preview of subscription content, log in via an institution  to check access.

Log in

Menu Search  Cart

Home  The Palgrave Handbook of Unconventional Risk Transfer  Chapter

Insurance-Linked Securities: Structured and
Market Solutions
Chapter First Online: 05 August 2017

pp 357–373 Cite this chapter

The Palgrave Handbook of
Unconventional Risk Transfer

https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Fchapter%2F10.1007%2F978-3-319-59297-8_12
https://link.springer.com/
https://idp.springer.com/auth/personal/springernature?redirect_uri=https://link.springer.com/chapter/10.1007/978-3-319-59297-8_12
https://order.springer.com/public/cart
https://link.springer.com/
https://link.springer.com/book/10.1007/978-3-319-59297-8
https://link.springer.com/book/10.1007/978-3-319-59297-8


Access this chapter

Subscribe and save

Springer+ from €37.37 /Month

Buy Now

Chapter EUR 29.95

Price includes VAT (Poland)

eBook EUR 160.49

Price includes VAT (Poland)

Softcover Book EUR 213.99

Price includes VAT (Poland)

Hardcover Book EUR 213.99

Price includes VAT (Poland)

Log in via an institution 

Starting from 10 chapters or articles per month

Access and download chapters and articles from more than 300k books and 2,500 journals

Cancel anytime

View plans 

Available as PDF

Read on any device

Instant download

Own it forever

Buy Chapter 

Available as EPUB and PDF

Read on any device

Instant download

Own it forever

Buy eBook 

Compact, lightweight edition

Dispatched in 3 to 5 business days

Free shipping worldwide - see info

Buy Softcover Book 

Durable hardcover edition

Dispatched in 3 to 5 business days

Free shipping worldwide - see info

Buy Hardcover Book 

https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Fchapter%2F10.1007%2F978-3-319-59297-8_12
https://link.springer.com/product/springer-plus
https://support.springernature.com/en/support/solutions/articles/6000233448-coronavirus-disease-covid-19-delivery-information
https://support.springernature.com/en/support/solutions/articles/6000233448-coronavirus-disease-covid-19-delivery-information


Tax calculation will be finalised at checkout

Purchases are for personal use only

Institutional subscriptions 

Similar content being viewed by others

Explore related subjects
Discover the latest articles, books and news in related subjects, suggested using machine learning.

Capital Markets Insurance Investments and Securities Microfinance

Sociology of the Financial Market

Statistics in Business, Management, Economics, Finance, Insurance

References

Clark, Steven P., Mike Dickson, and Faith Neale. 2016. Portfolio Diversification

Effects of Catastrophe Bonds. SSRN: https://ssrn.com/abstract=2806432

CME. 2016. Temperature Based Indexes. Chicago Mercantile Exchange.

http://www.cmegroup.com/trading/weather/temperature-based-indexes.html

Chapter  © 2021

Insurance-Linked Security
Types

Article  06 August 2022

The ILS loss experience:
natural catastrophe issues
2001–2020

Chapter  © 2021

Securitization and Insurance-
Linked Securities

https://www.springernature.com/gp/librarians/licensing/agc/ebooks
https://link.springer.com/subjects/capital-markets
https://link.springer.com/subjects/insurance
https://link.springer.com/subjects/investments-and-securities
https://link.springer.com/subjects/microfinance
https://link.springer.com/subjects/sociology-of-the-financial-market
https://link.springer.com/subjects/statistics-in-business-management-economics-finance-insurance
https://ssrn.com/abstract=2806432
http://www.cmegroup.com/trading/weather/temperature-based-indexes.html
https://link.springer.com/10.1007/978-981-16-3468-0_13?fromPaywallRec=true
https://link.springer.com/10.1057/s41288-022-00275-5?fromPaywallRec=true
https://link.springer.com/10.1007/978-981-16-3468-0_12?fromPaywallRec=true


Culp, Christopher L. 2009. Contingent Capital vs. Contingent Reverse

Convertibles for Banks and Insurance Companies. Journal of Applied Corporate

Finance 21 (4): 17–27.

Article Google Scholar 

Culp, Christopher L., and J.B. Heaton. 2005. The Uses and Abuses of Finite Risk

Reinsurance. Journal of Applied Corporate Finance 17 (3): 18–31.

Article Google Scholar 

Culp, Christopher L., and Kevin J. O’Donnell. 2009. Catastrophe Reinsurance and

Risk Capital in the Wake of the Credit Crisis. Journal of Risk Finance 10 (5): 430–

459.

Article Google Scholar 

Cummins, David J., and Mary A. Weiss. 2009. Convergence of Insurance and

Financial Markets: Hybrid and Securitized Risk-Transfer Solutions. Journal of

Risk and Insurance 76 (3): 493–545.

Article Google Scholar 

Doherty, Neil A. 1997. Innovations in Managing Catastrophe Risk. Journal of Risk

and Insurance 64 (2009): 9–24.

Google Scholar 

Doherty, Neil A., and Kent Smetters. 2009. Moral Hazard in Reinsurance Markets.

Journal of Risk and Insurance 72 (3): 375–391.

Article Google Scholar 

Ginocchio, Mark. 2008. Weather Derivatives Becoming Hot Commodities. USA

https://doi.org/10.1111%2Fj.1745-6622.2009.00247.x
https://scholar.google.com/scholar_lookup?&title=Contingent%20Capital%20vs.%20Contingent%20Reverse%20Convertibles%20for%20Banks%20and%20Insurance%20Companies&journal=Journal%20of%20Applied%20Corporate%20Finance&volume=21&issue=4&pages=17-27&publication_year=2009&author=Culp%2CCL
https://doi.org/10.1111%2Fj.1745-6622.2005.00043.x
https://scholar.google.com/scholar_lookup?&title=The%20Uses%20and%20Abuses%20of%20Finite%20Risk%20Reinsurance&journal=Journal%20of%20Applied%20Corporate%20Finance&volume=17&issue=3&pages=18-31&publication_year=2005&author=Culp%2CCL&author=Heaton%2CJB
https://doi.org/10.1108%2F15265940911001367
https://scholar.google.com/scholar_lookup?&title=Catastrophe%20Reinsurance%20and%20Risk%20Capital%20in%20the%20Wake%20of%20the%20Credit%20Crisis&journal=Journal%20of%20Risk%20Finance&volume=10&issue=5&pages=430-459&publication_year=2009&author=Culp%2CCL&author=O%E2%80%99Donnell%2CKJ
https://doi.org/10.1111%2Fj.1539-6975.2009.01311.x
https://scholar.google.com/scholar_lookup?&title=Convergence%20of%20Insurance%20and%20Financial%20Markets%3A%20Hybrid%20and%20Securitized%20Risk-Transfer%20Solutions&journal=Journal%20of%20Risk%20and%20Insurance&volume=76&issue=3&pages=493-545&publication_year=2009&author=Cummins%2CDJ&author=Weiss%2CMA
https://scholar.google.com/scholar_lookup?&title=Innovations%20in%20Managing%20Catastrophe%20Risk&journal=Journal%20of%20Risk%20and%20Insurance&volume=64&issue=2009&pages=9-24&publication_year=1997&author=Doherty%2CNA
https://doi.org/10.1111%2Fj.1539-6975.2005.00129.x
https://scholar.google.com/scholar_lookup?&title=Moral%20Hazard%20in%20Reinsurance%20Markets&journal=Journal%20of%20Risk%20and%20Insurance&volume=72&issue=3&pages=375-391&publication_year=2009&author=Doherty%2CNA&author=Smetters%2CK


Today, June 8. On line edition.

Google Scholar 

Golden, Linda, Mulong Wang, and Yang Chuanhau. 2007. Handling Weather

Related Risks Through the Financial Markets: Considerations of Credit Risk,

Basis Risk and Hedging. Journal of Risk and Insurance 74 (2): 319–346.

Article Google Scholar 

Insurance Information Institute. 2009. Finite Risk Reinsurance.

http://www.iii.org/article/finite-risk-reinsurance

Jean-Baptiste, Eslyn L., and Anthony M. Santomero. 2000. The Design of Private

Reinsurance Contracts. Journal of Financial Intermediation 9 (3): 274–297.

Article Google Scholar 

Jones, Travis L. 2007. Agricultural Applications of Weather Derivatives.

International Business and Economics Research Journal 6 (6): 53–60.

Google Scholar 

Kunreuther, Howard. 2002. The Role of Insurance in Managing Extreme Events:

Implications for Terrorism Coverage. Risk Analysis 22 (3): 427–437.

Article Google Scholar 

Laster, David, and Mayank Raturi. 2001. Capital Market Innovation in the

Insurance Industry. Sigma No. 3/2001. Zurich: Swiss Re.

Google Scholar 

McChristian, Lynne. 2012. Hurricane Andrew and Insurance: The Enduring

Impact of an Historic Storm. White Paper. Insurance Information Institute.

https://scholar.google.com/scholar?&q=Ginocchio%2C%20Mark.%202008.%20Weather%20Derivatives%20Becoming%20Hot%20Commodities.%20USA%20Today%2C%20June%208.%20On%20line%20edition.
https://doi.org/10.1111%2Fj.1539-6975.2007.00215.x
https://scholar.google.com/scholar_lookup?&title=Handling%20Weather%20Related%20Risks%20Through%20the%20Financial%20Markets%3A%20Considerations%20of%20Credit%20Risk%2C%20Basis%20Risk%20and%20Hedging&journal=Journal%20of%20Risk%20and%20Insurance&volume=74&issue=2&pages=319-346&publication_year=2007&author=Golden%2CL&author=Wang%2CM&author=Chuanhau%2CY
http://www.iii.org/article/finite-risk-reinsurance
https://doi.org/10.1006%2Fjfin.2000.0291
https://scholar.google.com/scholar_lookup?&title=The%20Design%20of%20Private%20Reinsurance%20Contracts&journal=Journal%20of%20Financial%20Intermediation&volume=9&issue=3&pages=274-297&publication_year=2000&author=Jean-Baptiste%2CEL&author=Santomero%2CAM
https://scholar.google.com/scholar_lookup?&title=Agricultural%20Applications%20of%20Weather%20Derivatives&journal=International%20Business%20and%20Economics%20Research%20Journal&volume=6&issue=6&pages=53-60&publication_year=2007&author=Jones%2CTL
https://doi.org/10.1111%2F0272-4332.00054
https://scholar.google.com/scholar_lookup?&title=The%20Role%20of%20Insurance%20in%20Managing%20Extreme%20Events%3A%20Implications%20for%20Terrorism%20Coverage&journal=Risk%20Analysis&volume=22&issue=3&pages=427-437&publication_year=2002&author=Kunreuther%2CH
https://scholar.google.com/scholar?&q=Laster%2C%20David%2C%20and%20Mayank%20Raturi.%202001.%20Capital%20Market%20Innovation%20in%20the%20Insurance%20Industry.%20Sigma%20No.%203%2F2001.%20Zurich%3A%20Swiss%20Re.


Google Scholar 

Michel-Kerjan, Erwann, and Frederic Morlaye. 2008. Extreme Events, Global

Warming, and Insurance Linked Securities: How to Trigger the ‘Tipping Point’.

The Geneva Papers on Risk and Insurance—Issues and Practice 33 (1): 153–176.

Article Google Scholar 

Nell, Martin, and Andreas Richter. 2004. Improving Risk Allocation Through

Indexed CAT Bonds. The Geneva Papers on Risk and Insurance—Issues and

Practice 29 (2): 183–201.

Article Google Scholar 

Pazarbasioglu, Ceyla, Jianping Zhou, Vanessa Le Lesle, and Michael Moore. 2011.

Contingent Capital: Economic Rationale and Design Features. IMF Staff Position

Note No. SDN/11/01.

Google Scholar 

Ramella, Marcelo, and Leila Madeiros. 2007. Bermuda Sidecars: Supervising

Reinsurance Companies in Innovative Global Markets. The Geneva Papers on Risk

and Insurance—Issues and Practice 32 (3): 345–363.

Article Google Scholar 

Scism, L., and A. Das. 2016. The Insurance Industry Has Been Turned Upside

Down by Catastrophe Bonds. Wall Street Journal, August 7.

Google Scholar 

Scordis, Nicos A., and M. Moshe Porat. 1998. Captive Insurance Companies and

Manager-Owner Conflicts. Journal of Risk and Insurance 65 (2): 289–302.

Google Scholar 

https://scholar.google.com/scholar?&q=McChristian%2C%20Lynne.%202012.%20Hurricane%20Andrew%20and%20Insurance%3A%20The%20Enduring%20Impact%20of%20an%20Historic%20Storm.%20White%20Paper.%20Insurance%20Information%20Institute.
https://doi.org/10.1057%2Fpalgrave.gpp.2510159
https://scholar.google.com/scholar_lookup?&title=Extreme%20Events%2C%20Global%20Warming%2C%20and%20Insurance%20Linked%20Securities%3A%20How%20to%20Trigger%20the%20%E2%80%98Tipping%20Point%E2%80%99&journal=The%20Geneva%20Papers%20on%20Risk%20and%20Insurance%E2%80%94Issues%20and%20Practice&volume=33&issue=1&pages=153-176&publication_year=2008&author=Michel-Kerjan%2CE&author=Morlaye%2CF
https://doi.org/10.1111%2Fj.1468-0440.2004.00281.x
https://scholar.google.com/scholar_lookup?&title=Improving%20Risk%20Allocation%20Through%20Indexed%20CAT%20Bonds&journal=The%20Geneva%20Papers%20on%20Risk%20and%20Insurance%E2%80%94Issues%20and%20Practice&volume=29&issue=2&pages=183-201&publication_year=2004&author=Nell%2CM&author=Richter%2CA
https://scholar.google.com/scholar?&q=Pazarbasioglu%2C%20Ceyla%2C%20Jianping%20Zhou%2C%20Vanessa%20Le%20Lesle%2C%20and%20Michael%20Moore.%202011.%20Contingent%20Capital%3A%20Economic%20Rationale%20and%20Design%20Features.%20IMF%20Staff%20Position%20Note%20No.%20SDN%2F11%2F01.
https://doi.org/10.1057%2Fpalgrave.gpp.2510130
https://scholar.google.com/scholar_lookup?&title=Bermuda%20Sidecars%3A%20Supervising%20Reinsurance%20Companies%20in%20Innovative%20Global%20Markets&journal=The%20Geneva%20Papers%20on%20Risk%20and%20Insurance%E2%80%94Issues%20and%20Practice&volume=32&issue=3&pages=345-363&publication_year=2007&author=Ramella%2CM&author=Madeiros%2CL
https://scholar.google.com/scholar?&q=Scism%2C%20L.%2C%20and%20A.%20Das.%202016.%20The%20Insurance%20Industry%20Has%20Been%20Turned%20Upside%20Down%20by%20Catastrophe%20Bonds.%20Wall%20Street%20Journal%2C%20August%207.
https://scholar.google.com/scholar?&q=Scordis%2C%20Nicos%20A.%2C%20and%20M.%20Moshe%20Porat.%201998.%20Captive%20Insurance%20Companies%20and%20Manager-Owner%20Conflicts.%20Journal%20of%20Risk%20and%20Insurance%2065%20%282%29%3A%20289%E2%80%93302.


Shang, Kailan. 2013. Understanding Contingent Capital. Casualty Actuarial

Society.

www.casact.org/research/understanding_contingent_capital_complete.pdf

Skipper, Harold, and W. Jean Kwon. 2007. Risk Management and Insurance:

Perspectives in a Global Economy. Carlton: Blackwell Publishing.

Google Scholar 

Author information

Authors and Affiliations
St. John’s University, New York, USA

Annette Hofmann & David Pooser

Editor information

Editors and Affiliations
School of Economics and Management, University of Siena, Siena, Italy

Maurizio Pompella

Tobin College of Business, St. John’s University, New York, New York, USA

Nicos A Scordis

Rights and permissions

Reprints and permissions

Copyright information

© 2017 The Author(s)

http://www.casact.org/research/understanding_contingent_capital_complete.pdf
https://scholar.google.com/scholar?&q=Skipper%2C%20Harold%2C%20and%20W.%20Jean%20Kwon.%202007.%20Risk%20Management%20and%20Insurance%3A%20Perspectives%20in%20a%20Global%20Economy.%20Carlton%3A%20Blackwell%20Publishing.
https://s100.copyright.com/AppDispatchServlet?publisherName=SpringerNature&orderBeanReset=true&orderSource=SpringerLink&title=Insurance-Linked%20Securities%3A%20Structured%20and%20Market%20Solutions&author=Annette%20Hofmann%2C%20David%20Pooser&contentID=10.1007%2F978-3-319-59297-8_12&copyright=The%20Author%28s%29&publication=eBook&publicationDate=2017&startPage=357&endPage=373&imprint=The%20Author%28s%29


About this chapter

Cite this chapter
Hofmann, A., Pooser, D. (2017). Insurance-Linked Securities: Structured and Market Solutions. In:

Pompella, M., Scordis, N. (eds) The Palgrave Handbook of Unconventional Risk Transfer. Palgrave

Macmillan, Cham. https://doi.org/10.1007/978-3-319-59297-8_12

.RIS .ENW .BIB

DOI

https://doi.org/10.1007/978-3-

319-59297-8_12

Published

05 August 2017

Publisher Name

Palgrave Macmillan, Cham

Print ISBN

978-3-319-59296-1

Online ISBN

978-3-319-59297-8

eBook Packages

Economics and Finance

Economics and Finance (R0)

Publish with us

Policies and ethics

Search

Search by keyword or author

Navigation

Find a journal

Publish with us

https://citation-needed.springer.com/v2/references/10.1007/978-3-319-59297-8_12?format=refman&flavour=citation
https://citation-needed.springer.com/v2/references/10.1007/978-3-319-59297-8_12?format=endnote&flavour=citation
https://citation-needed.springer.com/v2/references/10.1007/978-3-319-59297-8_12?format=bibtex&flavour=citation
https://link.springer.com/search?facet-content-type=%22Book%22&package=41170&facet-start-year=2017&facet-end-year=2017
https://link.springer.com/search?facet-content-type=%22Book%22&package=43720&facet-start-year=2017&facet-end-year=2017
https://www.springernature.com/gp/policies/book-publishing-policies
https://link.springer.com/journals/
https://www.springernature.com/gp/authors


Track your research

https://link.springernature.com/home/

