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Introduction 

Matthew O’Sullivan
Aon Benfield Global Re Specialty
Head of Marine & Energy, Asia Pacific

• Located in Aon Benfield Singapore, Matthew is part of the Global Re Specialty 
team which is responsible for the treaty business for the Asia Pacific markets. 
As one of the senior representatives for the team in the region, Matt works 
together with the colleagues in London to provide the full capabilities of Aon Benfield to the 
APAC regional markets, including Singapore, China, Japan, Korea and South East Asia. 

• Began career at Munich Reinsurance in Australia as a marine underwriter, where he worked for 
over 16 years, before joining Benfield in Singapore in February 2008.

• In 2003, Matt moved to head office in Munich and was responsible for the underwriting of the 
marine portfolios for Korea and Japan. He has provided many technical seminars and 
presentations, including published articles and presenting at the IUMI 2006 Tokyo Conference.

• Matt holds a Bachelors of Economics degree from Sydney University, an MBA from Macquarie 
University Sydney, and is a Fellow of the Australian and New Zealand Institute of Insurance and 
Finance.
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(Re) Setting the Scene
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Current Trade Environment

• Current Trade Environment – different market viewpoints.
– China 
– Japan
– Economic Stimulus Packages – developed economies versus 

the emerging economies  
– UNCTAD – 2009 was an unprecedented year in terms of 

economic developments (GDP, Trade) however there are 
definite signs of the world economy improving

• Developments in Container Ships 
– Accounts for approx 50% of the Seaborne Trade
– 2009 saw trade volumes dip dramatically, however demand 

estimated to outstrip supply in 2010 and beyond.
– “In May 2010, the class set a record of 15,011 TEU in Tanger-

Med, Tangiers on Ebba Maersk” - Wikipedia

• Global Container Volumes 
– “Global container handling volume to top 545 Mteu in 2010”

Alphaliner Report Volume 2010 Issue 31
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Current Trade Environment – China
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Japanese Throughput to July 2010
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100 Largest Container Ships in the World

100 Container Ships with 1,073,639 TEU
(23% increase since 2006)
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100 Largest Container Ships in the World

Over 50 ships now trading with carrying
capacity greater than 10,000 TEU

- in 2006 there were only 7! 
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Cargo Accumulation - still a major issue?

• We are now in an rapidly changing world 

• Risks associated with seaborne trade have definitely reduced 
through containerisation and modernisation

• New Risks, New issues to discuss…

– Global Financial Crisis / Recovery in Trade
– New Loss Potential – Deepwater Horizon
– Piracy
– Trade Sanctions
– Solvency II

• Do we still need to be discussing how to develop a better 
understanding of cargo accumulation, both on board and on land?
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….a reinsurance brokers opinion…

• Simple answer to the question is yes…

• As we move deeper into the world of Risk Based Capital, more strict 
regulatory regimes, and Solvency II becomes a reality in many parts of the 
world, a more refined process of measuring risk is required, and the marine 
portfolios are not immune to these developments.

• To enable a better understanding of the aggregate cargo exposures within 
portfolios, and to ensure that portfolios are protected by the optimal 
reinsurance structure, analytical tools have now been developed for cargo 
modeling.

– Effective catastrophe management is an essential part of an insurer’s 
business model. 

– Catastrophe models are in place now to analyse portfolios and provide 
the required outcomes for assessing the catastrophe PML

– Data capture for Vessel cargo accumulation remains an issue, however 
can now appreciate the loss potential.
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….a reinsurance brokers opinion…

• Large loss scenarios from container vessel casualties are a real exposure

MSC Napoli
2007
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….a reinsurance brokers opinion…

• Large loss scenarios from container vessel casualties are a real exposure

Hyundai Fortune
2006
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….a reinsurance brokers opinion…

• Large loss scenarios from container vessel casualties are a real exposure

MSC Chitra
2010
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What about the loss potential?

• Total Loss of a 10,000 TEU vessel 
– Cargo loss potential between USD 500 million to USD 1 billion
– The estimated PML has not changed, but what of the 

probability - Now have 50+ vessels with this carrying capacity

• Have the risks associated with potential sources of a loss 
of this nature been reduced?
– Fire, Collision, Weather.
– Mis-declaration of cargo

• As trade rapidly recovers, do the following factors play a 
part?
– Age and maintenance of these mega vessels
– Crew qualificaton for the largest vessels
– Port facilities catering for the larger vessels

• Should we be more concened with partial loss, instead of 
focusing on the PML?



1612 TO 15 SEPTEMBER

Port Accumulation Methodology

Values of different
commodities

Average duration
of port stay

Port throughput by
broad category of

commodities

Daily exposure of 
the port

Insurer’s
market share

Insurer’s exposure
at the port

eg Insurer’s own country 
premium vs IUMI premiums 
per country

Modelled Catastrophe
PML

Using proprietary loss 
curves
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Container Values/Dwell Times

• There is much conjecture surrounding the estimated value of an 
average container. In 2006 we discussed a range between 
USD80,000 and USD100,000.  

• Whilst not precise numbers, for the purpose of analysing
catastrophe exposure in a cargo portfolio, the values and average 
days in port could be as follows.
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Sample Port Exposure and PML outputs
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The answers are now more 
readily available through 
developments in the cargo 
modeling capabilities .
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Conclusions

• Ultra Large Container Vessels are here to stay

• The loss potential is real, either total loss or partial

• Trade will recover and we will be faced in the near future with 
unprecedented trade volumes, spurred by China and the emerging 
economies

• This rapid recovery in trade, and the replenishing of capital in the 
insurance and reinsurance markets, is a positive sign  

• We need to continue to develop more sophistication in monitoring 
our exposure …



2012 TO 15 SEPTEMBER

Thank you for your attention

Matthew O’Sullivan
Aon Benfield Global Re Specialty
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