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Alec Harmer

From: Farm Mutual Re Communications <corporatecommunications@farmmutualre.com>

Sent: Friday, November 4, 2022 8:30 AM

To: Communications

Subject: Catastrophe Retentions

Hello everyone,

As promised, this is a follow-up email to my presentation at the P&M meeting. If you recall, I talked about 
the positive impact and importance that your catastrophe (cat) treaty retentions have on Farm Mutual Re’s 
own ceded catastrophe treaty. As discussed by our reinsurance panel, reinsurers are increasing the 
attachment points of cat treaties by requiring retention increases and actively reducing exposure to the 
lower working layers of property catastrophe programs as they seek to improve returns on capital of the 
capacity they do put to work. Reinsurers are suggesting cedents need to retain more risk on their balance 
sheets as attachment points increase with inflation. In light of this messaging and the fact that we had our 2 
largest cat losses in Company history, we will be increasing our retention by 14%.  

At Farm Mutual Re, we think about our retention in terms of risk to the organization and in terms of return 
period, or how often our cat treaty is enacted. Our risk appetite restricts our cat retention to no more than 
6% of surplus. The intent of our own cat treaty is to ensure our program is not exposed regularly and to 
protect our surplus while also providing stable protection for our members. 

Throughout this renewal period, the message was clear; our retention must increase. To ensure that our 
system continues to operate for the benefit of all and to minimize our overall spend as well as yours, we ask 
you to examine your own cat retentions with the above-mentioned surplus and risk metrics in mind. We 
believe that leveraging the surplus of our system is a good way to protect the entire mutual ecosystem.  

I am happy to have this conversation with any CEOs, or with your Boards, at your convenience. 

Thank you for your support. 

JP 
Jean-Pierre Gagnon
President & CEO

Farm Mutual Re
350 Pinebush Road
Cambridge, Ontario N1T 1Z6

B: 519.740.6415 x 2214
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This message (including any attachments) is CONFIDENTIAL and may be PRIVILEGED. If you are not an 
intended recipient you are hereby notified that any distribution, copying or use by you of this information is 
strictly prohibited. If you have received this message in error please immediately notify the sender and delete all 
copies of this information from your system.  

C: 519.498.4426
TF: 1.844.554.3673
www.farmmutualre.com 
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Alec Harmer

From: Jean-Pierre Gagnon <jgagnon@farmmutualre.com>

Sent: Sunday, November 6, 2022 9:06 AM

To: Alec Harmer

Subject: RE: Catastrophe Retentions

Hello Alec, thank you for your email. There are a couple of key metrics that we are now looking at when evaluating ours 
and our members retention. One is retention as a % of surplus. You can think of it as a measure of risk and the amount 
of surplus you’re putting at risk for a cat event. The other, which we will start sharing more broadly, is how does a 
company’s retention compare to a 1-in-10 year event. Why 1-in-10? It is because we believe, as do our reinsurers, that 
that is the right level of loss that should impact a cat treaty. A cat treaty should not be a working treaty, which would be 
hit on a regular basis.  

Based on these 2 metrics, HTM is very much where it should be. The 1-in-10 for HTM is $1.785M. You should feel the 
impact of a cat, without putting your organization in danger.  

I hope this helps, 

JP 

Jean-Pierre Gagnon
President & CEO

Farm Mutual Re
350 Pinebush Road
Cambridge, Ontario N1T 1Z6

B: 519.740.6415 x 2214
C: 519.498.4426
TF: 1.844.554.3673
www.farmmutualre.com 

From: Alec Harmer <aharmer@htminsurance.ca>  
Sent: November 5, 2022 5:31 PM 
To: Jean-Pierre Gagnon <jgagnon@farmmutualre.com> 
Subject: Re: Catastrophe Retentions 

External: Do not click links or open attachments unless you recognize the sender and know the content is safe.
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Hi JP.  

One thing I didn’t realize was how low a company like Commonwell’s retention was on Cat. I think it was $3.3 million. 
That’s on almost $200 million in premium. Compare HTM’s $1.8 million on $37 million. Our Cat retention represents 
almost 10% of our net claims.  

I’m not saying ours is too high or that it shouldn’t be higher, but we feel a cat loss pretty bad. I think the cat retention 
should move away from a multiple of excess and be a function of premium volume with a factor for surplus strength.  

For me at 5% of my premium volume, I would rather participate in a CAT program at the upper levels or even help 
increase FM Re’s retention by playing in the layer between the retention you want and the retention you are required to 
take.  

Alec 

Get Outlook for iOS

From: Farm Mutual Re Communications <corporatecommunications@farmmutualre.com> 
Sent: Friday, November 4, 2022 8:29:54 AM 
To: Communications <communications@farmmutualre.com> 
Subject: Catastrophe Retentions  

Hello everyone,

As promised, this is a follow-up email to my presentation at the P&M meeting. If you recall, I talked about 
the positive impact and importance that your catastrophe (cat) treaty retentions have on Farm Mutual Re’s 
own ceded catastrophe treaty. As discussed by our reinsurance panel, reinsurers are increasing the 
attachment points of cat treaties by requiring retention increases and actively reducing exposure to the 
lower working layers of property catastrophe programs as they seek to improve returns on capital of the 
capacity they do put to work. Reinsurers are suggesting cedents need to retain more risk on their balance 
sheets as attachment points increase with inflation. In light of this messaging and the fact that we had our 2 
largest cat losses in Company history, we will be increasing our retention by 14%.  

At Farm Mutual Re, we think about our retention in terms of risk to the organization and in terms of return 
period, or how often our cat treaty is enacted. Our risk appetite restricts our cat retention to no more than 
6% of surplus. The intent of our own cat treaty is to ensure our program is not exposed regularly and to 
protect our surplus while also providing stable protection for our members. 

Throughout this renewal period, the message was clear; our retention must increase. To ensure that our 
system continues to operate for the benefit of all and to minimize our overall spend as well as yours, we ask 
you to examine your own cat retentions with the above-mentioned surplus and risk metrics in mind. We 
believe that leveraging the surplus of our system is a good way to protect the entire mutual ecosystem.  
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This message (including any attachments) is CONFIDENTIAL and may be PRIVILEGED. If you are not an intended recipient 
you are hereby notified that any distribution, copying or use by you of this information is strictly prohibited. If you have 
received this message in error please immediately notify the sender and delete all copies of this information from your 
system.  

This message (including any attachments) is CONFIDENTIAL and may be PRIVILEGED. If you are not an 
intended recipient you are hereby notified that any distribution, copying or use by you of this information is 
strictly prohibited. If you have received this message in error please immediately notify the sender and delete all 
copies of this information from your system.  

I am happy to have this conversation with any CEOs, or with your Boards, at your convenience.

Thank you for your support. 

JP 
Jean-Pierre Gagnon
President & CEO

Farm Mutual Re
350 Pinebush Road
Cambridge, Ontario N1T 1Z6

B: 519.740.6415 x 2214
C: 519.498.4426
TF: 1.844.554.3673
www.farmmutualre.com


