SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

[y
(W)

MixCache.com

From the MixCache.com library

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

XL Capital

MixCache.com

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

Table of Contents

Introduction

Chapter 1 Origins: A Market in Crisis

Chapter 2 Founding EXEL Limited: The Birth of a New Insurer
Chapter 3 Bermuda Bound: The Strategic Move Offshore

Chapter 4 Early Growth and Expansion in North America

Chapter 5 The Merger: EXEL and Mid Ocean Become XL Capital
Chapter 6 Entering Reinsurance: The NAC Re Acquisition

Chapter 7 Innovation: Founding Syncora and Bond Insurance
Chapter 8 Going Global: Winterthur International and Beyond
Chapter 9 Expanding to Continental Europe: The Le Mans Re Story
Chapter 10 Navigating Catastrophic Risk: Hurricanes and Hard Lessons
Chapter 11 Weathering Financial Storms: The 2008 Crisis
Chapter 12 Leadership Transitions: O’'Hara, McGavick, and Change
Chapter 13 Redomestication and Rebranding: Ireland and Bermuda Moves
Chapter 14 Building Specialized Solutions: The XL Business Model
Chapter 15 The Catlin Acquisition: Creating XL Catlin

Chapter 16 Innovation by Design: The Role of XL Innovate
Chapter 17 Specialty Lines: From Fine Art to Satellites

Chapter 18 The Human Factor: Culture and People First

Chapter 19 Alternative Capital: XL's ILS and New Ocean

Chapter 20 Global Operations: Offices, Networks, and Markets
Chapter 21 Regulatory Challenges and Industry Shifts

Chapter 22 AXA Arrives: The $15 Billion Acquisition

Chapter 23 Integration: Creating AXA XL

Chapter 24 Present Day: AXA XL's Strategy and Position

Chapter 25 Future Prospects: Innovation, Risk, and Global Markets

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

Introduction

In the annals of corporate America, XL Capital stands as a unique testament to
adaptation, innovation, and global vision. Born from a crisis, the company’s roots
stretch back to 1986, when the liability insurance market faced upheaval and
prominent multinational firms were searching for viable solutions. What began as a
coalition of major corporations joining forces for risk management would soon blossom
into a leading multinational insurance and reinsurance entity, impacting not only its
own industry but also the broader landscape of global business.

The narrative of XL Capital is characterized by a dynamic interplay between
opportunity and adversity. Its journey spans continents and carries the hallmarks of
bold mergers, strategic acquisitions, and a constant drive for innovation. From its
initial formation as EXEL Limited in the Cayman Islands, through Bermuda and further
into the global marketplace, XL Capital’s story is replete with pivotal moments:
landmark deals, financial challenges, and leadership decisions that steered the
company through uncharted waters.

Throughout its evolution, XL Capital distinguished itself by offering sophisticated risk
solutions for complex global clients, frequently Fortune 1000 and FTSE 100
companies. Its expansion was not just geographic or financial, but also cultural. The
company fostered an environment in which open communication, empowerment, and
a “People First” philosophy coexisted alongside technical excellence and disciplined
risk management. Even as it navigated enormous challenges, including catastrophic
natural events, seismic regulatory changes, and the global financial crisis, XL Capital
continually redefined itself in pursuit of long-term value.

The acquisition of Catlin Group in 2015 marked a significant turning point,
consolidating XL’s position in specialty insurance and reinsurance markets and
reinforcing its stature as an innovative powerhouse. Yet, the most profound
transformation came in 2018, with the acquisition by French insurance giant AXA. The
resulting entity, AXA XL, capitalized on the strengths and legacies of both
groups—ushering in a new era of large-scale commercial risk management across the
globe.

This book traces the full arc of XL Capital’s history—from its origins as a response to
market crisis, through decades of adaptation, to its present-day incarnation as a
critical division of AXA. By examining crucial business decisions, company culture,
market strategies, and the individuals who shaped its path, we reveal a story of
relentless pursuit of relevance and resilience in a rapidly evolving landscape.
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The tale of XL Capital is, ultimately, about much more than balance sheets and
mergers. It is the story of how a company can shape, and be shaped by, the global
forces of risk, opportunity, and human ambition. As we explore XL Capital’s past,
present, and the directions it may take in the future, we gain unique perspective on
the changing face of the insurance industry, and, more broadly, on what it means to
endure, adapt, and thrive in a world defined by uncertainty.
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CHAPTER ONE: Origins: A Market in Crisis

The year 1986 was not a quiet one for the American insurance industry; in fact, it was
quite the opposite. The mid-1980s saw the United States grappling with what became
known as the "liability insurance crisis." This wasn't merely a bump in the road; it was
a seismic event that sent shockwaves through businesses, non-profits, and
governmental entities alike. For many, finding adequate liability coverage became an
almost impossible task, and for those who could, the premiums had soared to
exorbitant levels.

Imagine a world where essential services were threatened because they couldn't
secure basic liability protection. Daycare centers, for instance, found themselves in a
precarious position, some unable to obtain any coverage at a price they could afford.
Municipalities, social service providers, and even manufacturers of pharmaceuticals,
aircraft, and medical devices faced the same grim reality. The crisis was so pervasive
that Time Magazine captured the national sentiment with a striking cover story on
March 24, 1986, titled "Sorry, America, Your Insurance Has Been Cancelled."

The roots of this crisis were multi-faceted and complex. Some pointed to a more
litigious society, where an increase in lawsuits and large settlements drove up costs
for insurers. Between 1984 and 1986, product liability cases in federal courts alone
surged from 7,677 to 12,507. Others cited lower investment returns for insurance
companies, forcing them to raise premiums to maintain profitability. There was also
disruption in the reinsurance markets, which further exacerbated the problem. It was a
perfect storm, leading to a dramatic hardening of the market, where capacity
dwindled and rates on some classes of business skyrocketed by as much as 1,000%.

In addition to skyrocketing premiums, insurers began to limit coverage in several
ways. Policies shifted from an "occurrence" basis to a "claims-made" basis, expanded
exclusions were introduced, deductibles were raised, and per-claim policy limits were
lowered. The notion of aggregate total exposure was also introduced. This meant less
comprehensive coverage for a far higher price, if coverage could be found at all. Many
companies, stung by astronomical rate increases, found themselves forced to operate
without sufficient coverage, or explore alternative solutions.

The legal landscape also played a significant role. The expansion of tort doctrines for
insurer liability was a key contributor, as was the McCarran-Ferguson exemption from
antitrust laws, which allowed for certain anti-competitive practices within the
insurance industry. While some argued that the crisis was a result of collusion among
insurers, intentionally driving up premiums, the economic realities of increased losses
and decreased investment income were undeniable. Insurers were posting their
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largest underwriting losses ever, with loss ratios—the ratio of losses to
premiums—unsustainably exceeding 1.0 in 1985 for general liability and medical
malpractice.

This volatile environment spurred a search for new solutions. Traditional insurance
markets were failing to meet the needs of large corporations with complex and
substantial liability exposures. These companies, often global in their operations,
required robust and tailored coverage that simply wasn't available from conventional
sources. It was this gaping void in the market that ultimately catalyzed the formation
of EXEL Limited.

The desperation for reliable liability insurance among major corporations led to a
unique, collaborative response. Instead of passively enduring the market's limitations,
a collective of 68 of the world's largest global corporations decided to take matters
into their own hands. They recognized that if the existing market couldn't provide the
coverage they needed, they would have to create it themselves.

This bold initiative would lay the groundwork for what would eventually become XL
Capital. It was a clear signal that the status quo was unsustainable and that a new
model was needed to address the evolving and increasingly complex risk landscape
faced by multinational enterprises. The stage was set for the emergence of a company
born not out of traditional entrepreneurial ambition, but out of necessity and the
collective will of some of the most powerful corporations on the planet.

The formation of EXEL Limited in the Cayman Islands in 1986 was a direct response to
this acute market need. This wasn't merely another insurance company; it was a
solution forged by the very entities that were struggling to find coverage. Their initial
focus was specific and urgent: to provide excess liability insurance coverage for large
commercial clients, primarily drawn from the Fortune 1000 and FTSE 100 companies.
These were the companies with the most at stake, facing potential liabilities that far
outstripped the dwindling capacity of the conventional market.

Concurrently, another entity, XL Insurance (Bermuda) Ltd, was incorporated in
Barbados in the same year, 1986. While distinct in its initial jurisdiction, this company
would later play a significant role in the evolving structure of the future XL Capital. The
establishment of these entities marked the beginning of a new chapter in global risk
management, driven by a shared need and a pioneering spirit. The crisis, though
challenging, ultimately served as a powerful catalyst for innovation, paving the way for
a new breed of insurer designed to tackle the most formidable risks facing the world's
largest corporations.
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