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INTRO

This report reviews the catastrophe bond and insurance-linked
securities (ILS) market at the end of the second-quarter of
2017, looking at new risk capital issued and the composition of
transactions completed during the quarter.

As in the first-quarter of 2017 catastrophe bond and ILS issuance in Q2 broke
records, with over $7 billion of new risk capital brought to market ($7.001
billion to be exact) from 29 deals, made up of 55 tranches of notes. The
Artemis Deal Directory shows that Q2 issuance is $52 million less than full-
year 2016 issuance and, combined with Q1 takes H1 2017 issuance to $9.761
billion, the most ever witnessed in a single year.

Second-quarter issuance featured a broad spectrum of both new and
returning sponsors of catastrophe bond and ILS transactions, including
some unknown sponsors of private deals. Twelve tranches, or roughly $412
million of notes issued during Q2 were privately placed as investors become
increasingly comfortable and confident with this type of deal structure.

Inthe second-quarter of 2016 catastrophe bond and ILS issuance failed to
reach S2 billion for the first time since 2011, so quite the contrast from the
huge $7 billion of issuance witnessed in the second-quarter of this year.
The strong issuance pipeline in the second-quarter of 2017 on the back of
arecord-breaking first-quarter has resulted in the outstanding catastrophe
bond and ILS market ending Q2 at a new record, of $29.3 billion.

Artemis is the leading, freely accessible source of timely, relevant and
authoritative news, analysis, insight and data on the insurance-linked
securities, catastrophe bond, alternative reinsurance capital and related
risk transfer markets. The Artemis Deal Directory is the leading source of
information, data and analysis on issued catastrophe bond and insurance-
linked securitization transactions.




Transaction Recap

A mix of traditional 144A and private catastrophe bond transactions came to marketin the

record Q2 of 2017, and investors were treated to a broad mix of perils from a growing sponsor

base. Details of each transaction can be seen below:

ISSUER/ TRANCHE SPONSOR

WindmillIRe Ltd. (Serie

Northshore Re llLtd. (Series 2017-1)  AXIS Capital & subsidiaries

LionlIRe DAC Assicurazioni Generali S.p.A.

Spectrum Capital Ltd. (Se -1)  TokioMillennium Re (Bermuda)

Oak Leaf Re Ltd. (Series 2017-1) Southern Oak Insurance
MarketRe Ltd. (Series 2017-1) Unknown
Resilience Re Ltd. (Series 1761A) Unknown

Cranberry Re Ltd. (Serie 7-1 Massachusetts MPIUA

CasablancaRe Ltd. (Series 2017-1) Avatar P&Clnsurance
Eclipse Re Ltd. (Series 201 Unknown
Alamo Re Ltd. (Series -1 Texas TWIA

Sanders Re Ltd. (Seri

2 Allstate subsidiaries

RiverfrontRe Ltd. (Series 201 Great American Insurance Group

MetroCatRe Ltd. (Series 2017- FirstMutual Transportation
Assurance Co.
UrsaRe Ltd. (Series 1) California Eartquake Authority

CitrusRe Ltd. (Series 2017-2) Heritage P&ClInsurance

EvergladesRellLtd. (Series 2017-1)  Citizens Property Insurance

Torrey Pines Re Ltd. (Series 2017-1) Palomar Specialty Insurance

ies 2017- Nationwide Mutual Insurance

CaelusRe V Ltd. (Se

ResidentialRe 2017 (Series2017-1)  USAA

Oaktown Re Ltd. (Series 2017-1 National Mortgage Insurance Corp.
Integrity Re Ltd. (Series 2017-1) American Integrity Insurance
Dodeka XII Unknown
Resilience Re Ltd. (Series 1741A Unknown

First Coast Re Ltd. (Series 2017-1) Security First Insurance

Kilimanjaroll Re Ltd. (Series 2017-2 EverestRe
Kilimanjaro Il Re Ltd. (Series 2017 EverestRe
Pelican IV Re Ltd. (Series 2017-1) Louisiana Citizens

Eclipse Re Ltd. (Se 2017-01A) Unknown

1) Achmea Reinsurance Company N.V.

PERILS

European peril
International multi-peril
European multi-peril
International multi-peril

Florida named storms
Floridanamed storms

Unknown property catastropherisks
Massachusetts multi-peril

Florida named storms

Unknown

Texas named storm, thunderstorm
Florida multi-peril

International multi-peril

New York multi-peril

California earthquake

U.S.named storms

Florida named storms

U.S. earthquake, U.S. multi-peril
U.S. multi-peril

U.S. multi-peril

Mortgage insurance risks
Floridanamed storm, thunderstorm
U.S. property catastrophe risks
Unknown property catastropherisks
Floridanamed storm, thunderstorm
International multi-peril
International multi-peril

Louisiana named storms

Unknown
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Q2 ILS issuance by year (SM)

The S7 billion of catastrophe bond and ILS issuance in the second-quarter of 2017 is the
most ever seenin asingle quarter since the market's inception, and takes H1 2017 issuance
tobeyond $9.7 billion, the most ever witnessed in a single year. Second-quarter 2017
catastrophe bond and ILS issuance is roughly $4.2 billion above the ten-year average.

Q2ILS average transaction size & number of transactions by year (SM)

Interms of number of transactions, the 29 brought to the catastrophe bond and ILS market in
the second-quarter of 2017 is the most ever seen during the period, and above the ten-year
average of 13. The average transaction size during the second-quarteris often larger thaniin
other quarters, and the $241.4 million average transaction size recorded in Q2 2017, is roughly
S40 million higher than the ten-year average.
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Number of transactions and volume issued by month ($M)

April witnessed over $1.72 billion of issuance from seven deals in Q2 2017, compared with

just $85 million of new risk capital issuance in the same period in 2016. The majority though,
roughly 52% or $3.61 billion of issuance, came to market in May making it the busiest monthin
terms of risk capital issued ever seen. June was also an active month, with nine deals bringing
over $1.6 billion of new risk capital to market.
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Q2issuance by month & year (SM)

April, May and June, 2017 were all record months, for risk capital issued, combining to
bring the $7 billion to market. Issuance in April was almost $1 billion above the ten-year
average for the month, while May, which is typically the busiest month of the period, saw
issuance levels surpass the ten-year average by over $2.1 billion. Issuance in June was
more than double the ten-year average of $572 million.
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Q22017 ILS issuance by trigger type

In a continuation of the trend seenin recent years, indemnity protection dominated
Qzissuance, with sponsors securing more than $4.5 billion of indemnity protection,
accounting for approximately 65% of new risk capital issued.

For the first time since Q3 2016 investors were treated to diversification in the form
of a parametric trigger in Q2 2017, although this did account for only 2%, or $125
million of issuance. Over $2 billion, or roughly 29% of Q2 issuance utilized an industry
loss index trigger, while we do not have trigger information for the remaining 4%, or
$283 million of issuance.



Q22017 ILS issuance by peril

No one peril dominated issuance in Q2, with the largest slice covering multiple
international perils, accounting for nearly 32% of total risk capital issued. $855 million, or
nearly 12.3% of Q2 issuance covered multiple U.S. perils.
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For the first time since the year 2000 European multi-peril risk featured in Q2, a €200
million deal offering protection against EU windstorm and flood, and Italy earthquake
risks. A further €40 million of European peril coverage also featured in Q2. $350 million of
Massachusetts multi-peril, and $125 million of New York multi-peril protection were also
firsts for the market during the second-quarter.

U.S. and California quake protection accounted for around 15% of issuance, and a
combination of U.S. and unknown property catastrophe risks made up nearly 4% of Q2
issuance. Deals covering multiple Florida perils accounted for over $1.1 billion of issuance,
while $400 million of Texas named storms and severe thunderstorm protection also
featured. Together, U.S. named storms and Louisiana named storms protection accounted
for $135 million of Q2 issuance, and roughly $211 million covered mortgage insurance risks.
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Q22017 ILS issuance by expected loss

For the $6.29 billion of total risk capital issued that we have expected loss data for, 38%,
or roughly $2.39 billion had an expected loss of between 2.01% and 4%. Almost 50%, or
roughly $3 billion of Q2 issuance had an expected loss of below 2%, with around $1.3 billion
having an expected loss of less than 1%. $755 million of issuance had an expected loss

of between 4.01% and 6%, and just under S60 million of issuance had an expected loss
over 8%. The Class 10 tranche of Residential Re notes were theriskiest on offer, with an
expected loss of 14.06%. Cranberry Re offered the lowest expected loss of Q2, at 0.46%.
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Q22017 ILS issuance by coupon pricing

For Q2 issuance where we have pricing data (this amounts to $6.508 billion of total risk
capital issued), $2.87 billion, or 44.1% paid investors a coupon of 4% or below. Over $2.22
billion, or roughly 34% of Q2 issuance paid investors a coupon of between 4.01% to

6%. More than $1.4 billion of issuance paid a coupon of over 6% in Q2 2017. The Class 10
tranche of Residential Re notes offered investors the highest couponin Q2, of 17.5%.
And the lowest coupon on offerin the period came from Cranberry Re, at 2%.
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Q2 2017 average multiple by expected loss

Where we have both the expected loss and pricing data, the average multiple (price
coupon divided by expected loss) during the second-quarter of 2017 was 1.99, which
is lower than at the end of Q1 but above that seen at the end of 2016. The chart
below shows the average multiple of Q2 issuance by expected loss range, revealing
thatinvestors command the highest multiple for the lowest risk/return deals.

The chart shows the risk adjusted return capital markets investors took advantage of

in Q2 2017, and investors are clearly willing to accept lower multiples as the risk rises,
which also means the coupon would be rising.



Q2 2017 pricing & multiple year-on-year

The chart below is another way of looking at the risk adjusted return of issuance
in the second-quarter of 2017, plotting the coupon versus the multiple. The two
lines show that lower coupon deals command a higher multiple, and ILS investors
are willing to take on much more risk for a higher return.

This chart shows that capital markets investors have been willing to accept

more risk for the same amount of coupon in the second-quarter of 2017, when
compared with issuance in the second-quarter of last year.
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Issued / Outstanding

Issuance in the second-quarter of 2017 saw the highest volume of new risk capital come to
market than any other quarter since the market's inception, roughly 20 years ago. Over $4.8
billion of maturities occurred during Q2 2017, but $7 billion of total issuance ensured the
catastrophe bond and ILS market achieved outright growth, once again.

At the end of the second-quarter of 2017 the outstanding catastrophe bond and ILS market
totalled $29.3 billion, which is growth of over $2.1 billion from the end of Q1, and is more than
$2.48 billion higher than at the end of 2016, as shown by the Artemis Deal Directory.

H1 2017 issuance reached a huge $9.761 billion, making it the most active year for
catastrophe bond and ILS issuance ever recorded, at just half-way through the year, and
beating the previous record by $667 million. Despite what some see as persistent re/
insurance market headwinds, it's clear from the record-breaking first-half of 2017 that
catastrophe bonds and ILS remain an attractive asset class.

Afurther $1.32 billion of maturities are scheduled for H2 2017. However, the issuance
pipeline remains active and we can safely say thatissuance is going to hit $10 billion for
thefirst time, according to our data, with the outstanding market edging ever closer to and
perhaps passing $30 billion.
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If you want to see full details of every catastrophe bond and ILS transaction
included in the data in this report please visit www.artemis.om/deal_directory/



A Leader in Collateral Trustee and
Insurance Linked Securities Services

As a leading provider of trust and agency services, we have the Collateral Trustee
and CAT Bond administration expertise to help reinsurers and the sponsors of
Insurance Linked Securities (ILS) meet their alternative capital funding needs.

We act as collateral trustee and in various agency capacities to deliver product
solutions for insurance and reinsurance companies, and support a wide range of
ILS activity, including Collateralized Reinsurance, Catastrophe Bonds, Industry
Loss Warranties (ILW), Sidecars, and ILS Fund Structures.

For more than 230 years, we have been a strong stable company with
excellent long-term credit ratings. BNY Mellon is the right choice for you.

For more information, please contact ’
Robert Thorson at 212-815-7149 »~
bnymellon.com/corporatetrust BNY M E LLON I nve Sted

© 2015 The Bank of New York Mellon Corporation. All rights reserved. BNY Mellon is the corporate brand for The Bank of New York Mellon
Corporation. Products and services referred to herein are provided by The Bank of New York Mellon Corporation and its subsidiaries. Content
is provided for informational purposes only and is not intended to provide authoritative financial, legal, regulatory or other professional advice.

For more disclosures, see https://www.bnymellon.com/us/en/disclaimers/business-disclaimers.jsp#corporatetrust



CONTACT ARTEMIS:

Steve Evans, Owner/Editor
steve@artemis.bm
+44 (0) 7711 244697

To download a media pack visit:
www.artemis.bm/advertise/

Copyright 2014 Artemis.bm, owned by Steve Evans Ltd.




