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Blending Insurance Bonds 

into a CAT Bond portfolio

Plenum Insurance Capital Fund

How to manage high yielding insurance risks more efficiently

«Tail-to-Tier» approach reduces concentration risks and exploits
risk premia more efficiently

Plenum Investments Ltd. I Q1 2024
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CAT Bond Market Performance
CAT bonds delivering stable and uncorrelated returns
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Source: Bloomberg.
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ÁCAT bonds delivering consistently positive performance despite more natural disasters in recent years

ÁCAT bond yields largely uncorrelated to other asset classes due to lack of causality

ÁQuick amortization of losses due to premium spread widening after the event

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

CAT Bonds 8.8% 7.1% 6.6% 1.6% 12.0% 15.4% 2.4% 13.4% 11.1% 3.7% 10.3% 10.8% 6.0% 4.2% 6.6% 0.5% 2.8% 4.4% 5.8% 4.9% -2.2% 19.7%

Government Bonds 19.5% 14.9% 10.3% -6.9% 6.1% 10.9% 10.9% 2.6% 5.2% 6.4% 1.6% -4.0% -0.5% -3.6% 1.6% 7.5% -0.8% 5.9% 10.1% -7.0% -18.3% 5.2%

Hedge Funds 3.0% 15.4% 9.6% 7.6% 13.9% 12.6% -19.1% 18.6% 10.9% -2.5% 7.7% 9.7% 4.1% -0.7% 1.2% 7.1% -3.2% 9.3% 6.4% 8.2% 1.1% 5.8%

Equities -21.1% 30.8% 12.8% 7.6% 18.0% 7.1% -42.1% 27.0% 9.6% -7.6% 13.2% 24.1% 2.9% -2.7% 5.3% 20.1% -10.4% 25.2% 14.1% 20.1% -19.5% 21.8%
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Capital Market and NATCAT Stress in the CAT Bond Market
Limited Draw-Downs and short Payback Periods since 2001
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Source: Bloomberg/Swiss Re Cat Bond Index

Max. draw down: -3.38% Max. draw down: -3.12% Max. draw down: -3.56% Max. draw down: -6.33% Max. draw down: -1.81% Max. draw down: -8.75%

Amortization: 8 months Amortization: 10 months Amortization: 7 months Amortization: 8 months Amortization: 4 months  Amortization: 6 months
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CAT Bond Structure
Substantial return on the collateral increases absolute return
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CAT Bond Market Yield
Risk premiums and money market yields at record levels
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Source: Bloomberg.

ÁRisk premiums and collateral yields at historically high level, similar to aftermath of Hurricane Katrina (2005) 

ÁExpecting continued high premiums on the CAT bond market: "Higher for Longer"

Tohoku earthquake 3/2011 Hurricane Ian 2022Hurricane HIM 2017
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What do we mean by «Tail-to-Tier»?
Geographic diversification: US-centric CAT Bond market combined with European Insurance Bonds
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Source: CAT Bond Prospectuses

87% of all risks transferred to the CAT Bond market

originate in the US 

Bonds issued by European 

Insurers are complementary to

CAT Bonds and tend to be

higher yielding compared to

CAT Bonds sponsored by the

same issuer
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Example: Axa restricted Tier 1
Launch date: 9 January 2024
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Source: CAT Bond Prospectuses
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What do we mean by «Tail-to-Tier»?
Reducing CAT Bond concentration risk without compromising the no-loss-return
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Source: RMS Miu as per June 30 2023 & Plenum Investments..

Expected payback time is around 1.5 years for the largest 

events
Significant Tail-Risk reductioné expressed by a low

Recovery Factor (Loss / Running Yield)

5.9%

~1.5x~1.2x

5.0%
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Combination of CAT Bonds and Insurance Bonds
Two building blocks of the same capital structure
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Policyholder

Senior Debt

Tier 2 and Tier 3

Restricted Tier 1

Equity / Unrestricted Tier 1

EBIT

Securitisations (Cat Bonds)

Non-proportional reinsurance

Proportional reinsurnace

Policyholder retention

ĂCapital Eventñ

due to

Catastrophe

losses

ñEarningsEventñ 

due to

Catastrophe

losses

SAMBA ï13 March 2024

CAT Bonds

Á Access to pure insurance risk

Á No credit risk to sponsor/cedent

Á Very low duration / Floating Rate Structure

Á Price discovery follows the logic of the

reinsurance market

Insurance Bonds

Á Issuer credit counterparty risk

Á Interest rate risk

Á Price discovery follows the logic of credit

markets
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Performance of CAT Bonds and Insurance Bonds
Full diversification potential with comparable returns
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Source: Bloomberg.

ÁAverage annualized return: 5.2% for CAT Bonds (in USD), 3.5% for Insurance Bonds (in EUR)

ÁCorrelation between both asset classes: 0.063

ÁP&L dispersion between both asset classes on an annual basis demonstrating the excellent diversification potential

SAMBA ï13 March 2024
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How are CAT- and Insurance Bonds ideally combined?
Additional factors taken into consideration
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Source: Broker Prices.

CAT Bond seasonality

Á Fluctuation of cash prices of US hurricane bonds depending on the

seasonality of their underlying risk (green). 

Á Increasing cash price during the season and decreasing after the

season

ÁEntire performance typically generated during the season; usually no

performance generated outside of the season (orange)

ÁAn additional performance compared to a pure CAT Bond Portfolio can

be achieved if US Wind positions are divested post season at a profit

and if the resulting proceeds are re-invested in attractively yielding

investments

SAMBA ï13 March 2024

Case Study: Benefitting from a deviation of the modelled price

ÁManatee II 2018-1 B covers amost exclusively hurricanes in Florida 

Á The investment was made at the peak of the hurricane season. I.e. half 

of the hurricane season was already over. From that perspective, the

purchase price of 98% appreared attractive. Shortly after the investment

was made, the position was marked at 101%
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Active Management of the Hurricane Season
Concentrated CAT Bond Portfolios have a Significant Seasonality
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Source: Bloomberg.

Balanced Distribution of Returns

ÁSwiss Re CAT Bond Index: 60% of the total annual return is

achieved in 40% of the calendar year

Á The annualized return during the season is twice as high as the

annualized return outside of the season

Total Return of Swiss Re CAT Bond Index

Year June - October October - June

2023 8.5%

2022 -8.3% 15.0%

2021 2.4% 1.1%

2020 3.6% 2.6%

2019 4.8% 1.4%

2018 1.1% -1.9%

2017 -2.6% 4.7%

2016 3.9% 1.9%

2015 3.5% 2.4%

2014 3.9% 1.2%

2013 4.9% 3.2%

2012 8.4% 5.3%

2011 5.2% 2.3%

2010 5.6% -0.8%

2009 9.9% 5.5%

2008 -1.7% 3.3%

2007 6.6% 5.1%

2006 5.5% 9.0%

2005 -2.4% 5.1%

2004 2.7% 3.8%

2003 3.6% 3.7%

2002 3.1% 3.8%

Av. All Seasons (2002-2021) 3.6% 3.1%

Average Mild Seasons 4.4% 2.8%

Mild Seasons annualized 11.3% 4.7%

Hurricane Irma

Hurricane Katrina

Hurricane Ian

Quelle: Bloomberg.
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How are CAT- and Insurance Bonds ideally combined?
Optimal allocation range
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Source: Bloomberg

Portfolio volatility minimization with a CAT Bond allocation

of 50% - 80% 

ÁHistoric volatilities and correlations leading to an optimal 

allocation of 20-50% Insurance Bonds within a Cat Bond-

portfolio
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Relative Value Framework
Allokation of CAT Bonds and Insurance Bonds (Top Down)
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Source: Plenum Investments.

SAMBA ï13 March 2024

Deriving the Allocation of Insurance BondsScoring Framework
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(1) Significant increase in Insurance Bond allocation after benign season

(2) Small increase in Insurance Bond allocation after active hurricane season

(3) Drop in overall Insurance Bond allocation due to rise in collateral yield
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Summary
How to manage high yielding insurance risks more efficiently
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ÁCAT Bond-based fixed income fund with dynamic allocation to Insurance Bonds

ÁCAT Bond tail-risk reduced by 20-50% by means of allocation to Insurance Bonds

ÁDynamic allocation to CAT Bonds and Insurance Bonds depending on their respective

attractiveness. Allocation determined by a proprietary Relative Value Framework

ÁFund capacity: USD 1bn (+/1 100m)

ÁReasons for combining CAT Bonds/Insurance Bonds

o Reduction of CAT-Tail Risk

o Active management of saisonality

o Active management of reinsurance cycle

o Higher flexibility in portfolio construction i.e. increased level of selectivity
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Track Record
How to manage high yielding insurance risks more efficiently
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Source: Bloomberg.
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Fund Size
Disciplined growth as key to success
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SAMBA ï13 March 2024

Source: Bloomberg.
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SAMBA ï13 March 2024

Plenum Investments Ltd.
Company and Product Update
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Company Update

Á 1bn AUM reached during 2023

ÁHiring of two senior sales (Elia Di Nardo, Christoph Zitt & Markus Moser) over the last 15 months

Products

ÁPlenum Life Settlement Fund: Selective portfolio of US life insurance policies / mark-to-market valuation / Max 800m

ÁPlenum European Insurance Bond Fund: Portfolio of subordinated insurance bonds / daily liquidity / Max 1bn

ÁPlenum Insurance Capital Fund: CAT Bonds subordinated insurance bonds / dynamic combination / Max. 1bn

ÁPlenum CAT Bond Fund: Globally diversified CAT bond portfolio / conservative positioning / Max 800m

ÁPlenum CAT Bond Dynamic Fund: Globally diversified CAT bond portfolio / dynamic positioning / Max 400m

What sets us apart: 

> Independent, partnership led and more than 80% owned by management

> Capacity consciousness: All funds have capacity limits

> Asset Class Focus: CAT Bonds, Insurance Bonds and US Life Settlements

> FNG Label with one star for two funds
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SAMBA ï13 March 2024

Latest Plenum Investments Research
Established Benchmarks, CAT Bond UCITS Funds Market Study
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Sources: artemis.bm, trading-risk.com, Bloomberg.Sources: artemis.bm, trading-risk.com, Bloomberg.
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Plenum Life Settlement Fund (AIF)

Since 2019 

ÁApproach: Diversified portfolio of US life insurance policies

ÁMarket: longevity risks

Á Liquidity: monthly

ÁCapacity: USD 0.8bn.

ÁTarget return: 9-11% in USD

ÁSustainability: SFDR Art. 8

Plenum European Insurance Bond Fund (UCITS) 

Since: 2021

ÁApproach: Diversified portfolio of subordinated debt issued

by European insurance companies

ÁMarket: Subordinated debt of European insurers

Á Liquidity: daily

ÁCapacity: EUR 1bn.

ÁTarget return: 3-4% above money market

ÁSustainability: SFDR Art. 8

Offering
Specialized investment solutions with a clear focus on insurance investment opportunities

Plenum Investments Ltd. I Q1 2024 | Page 19
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Plenum CAT Bond Fund (UCITS)

Since 2010  

ÁApproach: Globally diversified CAT Bond portfolio

ÁMarket: Natural catastrophes

Á Liquidity: Weekly

ÁCapacity: USD 0.85bn.

ÁTarget return: money market +4%

ÁSustainability: FNG-label (with star), SFDR Art. 8

Plenum CAT Bond Dynamic Fund (UCITS) 

Since 2021  

ÁApproach: Gobally diversified CAT Bond portfolio. Highly

selective and capacity constrained approach. Positioned for

an increase in frequency events as well as secondary perils

ÁMarket: Natural catastrophes

Á Liquidity: weekly

ÁCapacity: USD 400m at current CAT Bond market size

ÁTarget return: 6.5% above money market

ÁSustainability: SFDR Art. 8
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Plenum Life Settlement Fund

Mark-to-market valuation revolutionizes handling of US life policies

Conservatively managing longevity risk with high quality standards

Transparency in an open-ended

investment fund with impact character


