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Whilst the year has started calm for Cat Bonds 
in relative terms compared to broader financial 
markets, the perception that it might be 
business as usual in the reinsurance world 
would be a massive understatement of the 
issues currently facing the sector. Several 
years of elevated catastrophe activity that have 
eroded capital reserves in traditional 
reinsurance markets, the exodus of investors 
from high risk collateralized reinsurance 
strategies and the massive cash impact of FX 
hedging in Cat Bond strategies result in a 
significant liquidity squeeze in the Cat Bond 
market.  

As a result, we see record primary market 
issuance volumes in the Cat Bond markets, 
which cannot be fully absorbed by existing 
investors. Deals with weak quality are not 
purchased at all and other transactions can only 
be sold at significantly higher spreads 
compared to recent years. For example, a bond 
covering windstorm risk in Louisiana that in 
2020 got issued at a spread of 350bps is now 
marketed to investors with a spread of 900bps, 
whilst the risk of the transaction is essentially 

unchanged. Other transactions, such as a Cat 
Bond with a trigger linked to losses suffered by 
the entire industry and a risk level of around 7%, 
can be purchased at coupons of almost 20%.1 
With currently more than ten active deals in the 
primary market and with brokers indicating that 
there are more transactions to come, a sudden 
reversal in spreads also seems unlikely at this 
stage. The current opportunity set might well 
persist for a few more weeks even into the start 
of the 2022 hurricane season.  

Performance wise, spread widening has also 
left its mark on existing transactions, which 
consequently were marked down. As a result, 
performance across Cat Bond vehicles YTD is 
flat or even slightly negative, despite a lack of 
any noteworthy new catastrophes2. The Cat 
Bond market now exhibits an overall spread of 
more than 650 bps above money market rates. 
Given the steep forward rates curve in money 
markets, we might even see the overall yield of 
Cat Bonds exceeding 10% within the next year. 

 

 
Source: Twelve Capital, Bloomberg. As at 12 May 2022. 

 
For investors who have yet to deploy capital in 
the asset class or for existing investors willing 
to increase their allocation, this marks an 
excellent entry point. Yet, one should 
understand that the 2022 hurricane season is 
approaching fast and that the ability of Cat Bond 

 
1 None of the information contained herein should be 
regarded as a recommendation to buy, sell or deal in any 
security. 

funds to absorb larger inflows could become 
limited very soon. Speed is of the essence and 
we would strongly encourage investors to get in 
touch in order not to miss this exceptional entry 
point into a diversifying asset class. 

2 Past performance is not indicative of future returns. 
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Disclaimer 

This material has been prepared by Twelve Capital AG, Twelve Capital (UK) Limited, Twelve Capital 
(DE) GmbH or their affiliates (collectively, “Twelve Capital”). This material has been furnished solely 
upon request and is intended for the recipient personally and may not be reproduced or otherwise 
disseminated in whole or in part without prior written consent from Twelve Capital. It is expressly not 
intended for persons who, due to their nationality or place of residence, are not permitted access to 
such information under local law as the product may not be authorised or its offering may be restricted 
in certain jurisdictions. It is the responsibility of every investor to satisfy himself as to the full observance 
of such laws, regulations and restrictions of the relevant jurisdiction. This is an advertising document. 

This information was produced by Twelve Capital to the best of its knowledge and belief. However, the 
information herein may be based on estimates and may in no event be relied upon. All information and 
opinions contained in this document are subject to change without notice. Twelve Capital’s analyses 
and ratings, including Solvency II compliance analysis, Twelve Capital’s Counterparty Credit Rating and 
Twelve Capital’s Legal Rating, are statements of Twelve Capital’s current opinions and not statements 
of fact. Source for all data and charts (if not indicated otherwise): Twelve Capital. Twelve Capital does 
not assume any liability with respect to incorrect or incomplete information (whether received from public 
sources or whether prepared by itself or not). This material does not constitute a prospectus, a 
request/offer, nor a recommendation of any kind, e.g. to buy/subscribe or sell/redeem investment 
instruments or to perform other transactions. The investment instruments mentioned herein involve 
significant risks including the possible loss of the amount invested as described in detail in the offering 
memorandum(s) for these instruments which will be available upon request. Investments in foreign 
currencies involve the additional risk that the foreign currency might lose value against the investor's 
reference currency. Investors should understand these risks before reaching any decision with respect 
to these instruments. The information does not take account of personal circumstances and therefore 
constitutes merely promotional communication, and not investment advice. Consequently, Investors are 
advised to take all necessary legal, regulatory and tax advice on the consequences of an investment in 
the product. Past performance is no indication or guarantee of future performance. The performance 
shown does not take account of any commissions and costs associated with subscribing to and 
redeeming shares. 

This presentation contains information about Twelve Capital and its products as at the date of this 
presentation. The information contained herein is of a general nature and does not purport to be 
complete or contain all the information that an investor should consider when making an investment 
decision nor does it contain all the information which would be required in a disclosure document or 
prospectus prepared in accordance with the requirements of the Australian Corporations Act 2001 (Cth) 
("Corporations Act"). To the maximum extent permitted by law, Twelve Capital makes no representation 
or warranty (express or implied) as to the accuracy or completeness of the information contained herein 
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and disclaims all responsibility and liability for the information (including without limitation, liability for 
negligence). This presentation is for information purposes only and is not a prospectus, disclosure 
document, product disclosure statement or other offering document under Australian law or any other 
law (and will not be lodged with the Australian Securities and Investments Commission (“ASIC”)). The 
presentation is not and should not be considered an offer or an invitation to subscribe for or acquire 
securities or any other financial products. The presentation is available to persons who are "wholesale" 
investors (as defined in sections 708 and 761G of the Corporations Act). Determination of eligibility of 
investors for the purposes of the Offer is by reference to a number of matters, including legal 
requirements and the discretion of Twelve Capital. To the maximum extent permitted by law, Twelve 
Capital disclaims any liability in respect of the exercise of that discretion or otherwise. The distribution 
of this presentation in other jurisdictions outside Australia may also be restricted by law and any such 
restrictions should be observed. Any failure to comply with such restrictions may constitute a violation 
of applicable securities laws. By accepting this presentation you represent and warrant that you are 
entitled to receive such presentation in accordance with the above restrictions and agree to be bound 
by the limitations contained herein. This presentation contains certain “forward looking statements”. 
Forward looking statements can generally be identified by the use of words such as, “expect”, 
“anticipate”, “likely”, “intend”, “should”, “could”, “may”, “believe”, “forecast”, “estimate”, “target” “outlook” 
and other similar expressions and include, but are not limited to, indications of, or guidance or outlook 
on, future earnings or financial position or performance of the funds or Strategies mentioned. The 
forward-looking statements contained in this presentation are not guarantees or predictions of future 
performance and involve known and unknown risks and uncertainties and other factors, many of which 
are beyond the control of Twelve Capital, and may involve significant elements of subjective judgement 
and assumptions as to future events, which may or may not be correct. There can be no assurance that 
actual outcomes will not differ materially from these forward-looking statements. A number of important 
factors could cause actual results or performance to differ materially from the forward-looking 
statements, including the risk factors set out in this presentation. Investors should consider the forward-
looking statements contained in this presentation in light of those disclosures and not place reliance on 
such statements. The forward-looking statements are based on information available at the date of this 
presentation. Except as required by law or regulation, Twelve Capital undertakes no obligation to 
provide any additional or updated information whether as a result of new information, future events or 
results or otherwise. Indications of, and guidance or outlook on, future earnings or financial position or 
performance are also forward looking statements. Twelve Capital does not guarantee any particular 
rate of return or performance nor does it guarantee the repayment of capital invested or any particular 
tax treatment. 

Note to EEA investors: when distributed in the EEA, this information has been distributed by Twelve 
Capital (DE) GmbH in accordance with the terms of its authorisation and regulation by the 
Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin). 

Note to US investors: Neither this information nor any copy thereof may be sent, taken into or distributed 
in the United States or to any U.S. person (within the meaning of Regulation S under the US Securities 
Act of 1933, as amended). The products and services described herein may not be offered to or 
purchased directly or indirectly by US persons. 

Twelve Capital AG is licensed as "Manager of collective investment schemes" by the Swiss regulator 
FINMA. Twelve Capital AG is incorporated in Switzerland, registered number 130.3.015.932-9, 
registered office: Dufourstrasse 101, 8008 Zurich. Twelve Capital (UK) Limited is incorporated in 
England & Wales: company number 08685046, registered office: Moss House, 15-16 Brook’s Mews, 
London, W1K 4DS. Twelve Capital (UK) Limited is authorised and regulated by the UK Financial 
Conduct Authority and is registered as a commodity pool operator (“CPO”) with the U.S. Commodity 
Futures Trading Commission (“CFTC”) and is a member of the National Futures Association (the “NFA”) 
in such capacity. Such registrations and membership in no way implies that the FCA, the CFTC or the 
NFA have endorsed Twelve Capital (UK) Limited’s qualifications to provide the advisory services 
described in this document. Twelve Capital (DE) GmbH is authorised and regulated by the 
Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) in Germany. Twelve Capital (DE) GmbH is 
incorporated in Munich, Germany, commercial register number (registry court: Munich) HRB 252423, 
registered office: Theatinerstrasse 11, 80333 Munich. 
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