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Catastrophe Reinsurance Pricing: Science, Art or Both?
Joseph Qiu, Ming Li, QinWang, Bo Wang

Abstract: Catastrophe reinsurance is an important tool for insurance companies to hedge extreme risk and
manage capital, but its price varies much more than general insurance. Reasons for this market
phenomenon include the great uncertainty associated with catastrophe risk, the capital-intensive nature of
catastrophe business and the relatively low level of agreement on catastrophe risk pricing. This article
clarifies both market- and academic-pricing techniques, which contributes a better understanding of
catastrophe reinsurance pricing, and helps (re)insurers to manage underwriting and deploy capital more
efficiently.
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