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Executive summary

Twelve Capital sees 2024 as the year of normalisation for insurance investments and as an opportunity
for investors to achieve interesting risk-adjusted returns.

- For ILS, where Twelve Capital focuses mainly on peak peril risks?, our expectation is for a longer-
lasting heightened pricing environment (so called hard insurance cycle). This is to be sustained by
factors such as disciplined deployment of capacity from market participants and new issuances that
are likely to go hand in hand with increased investors’ interest in the asset class. Given ILS* short
duration, lower risk-free rates will present a headwind for total returns for investors, however, given
the attractive spread levels we believe investors can achieve returns in the USD 10% area for liquid
Cat Bonds and >15% for our Private ILS offering, in the absence of major events. We also expect
the ILS market growth and a promising year in new Cat Bond issuances.

- Ininsurance credit Twelve expects tailwind from a progressive normalisation of interest rates and
some 30-70bps of spread tightening, leading to higher total returns for investors. These should
support base case EUR net returns in the 5.5-7% area for liquid insurance debt in 2024, in a
normalised market scenario. As we move closer to the end of the grandfathering period for bonds
issued under the Solvency | regime, we expect to see a significant pick up in total bond issuance for
the sector in both Tier 2 and more subordinated RT1 structures. Yields in insurance credit are
interesting and offer investors a good entry point despite the intense rally across markets in the last
weeks of 2023. Defaults remain almost non-existent in the insurance sector, and we expect more
investors to move further into high-quality investment-grade credit with resilient fundamentals.

- Twelve continues to see insurance equities as a resilient sector of the market, where stable or
increasing dividend yields together with repatriation of excess capital remain attractive elements for
investors, despite the more challenging economic backdrop for equities in general given subdued
economic growth and higher asset risk. Merger and acquisition (M&A) activity has been on a decline
since 2022 mainly due to macroeconomic factors. However, as increases in interest rates and
inflation ease, pent-up activity may drive an upsurge in deals into 2024, particularly in the insurance
services and InsurTech subsectors.

- The outlook for Twelve’s multi asset offering, where we commingle some or all of the above asset
classes, is positive. The actively managed multi asset strategy focuses on the highest-paying most
attractive ILS transactions on a risk-adjusted basis, high conviction insurance bond trades, as well
as seasonality and idiosyncratic themes for insurance equity.

In summary, a normalised market environment is expected to offer a tailwind for the asset classes
where Twelve Capital is active. Markets’ deepness and liquidity will benefit from a healthy pipeline of
new deals while achievable risk-adjusted returns will remain attractive following the positive
performance in 2023.

ESG remains a cornerstone of Twelve Capital’s investment approach. The insurance sector’s strong
ESG credentials and active role in closing the protection gap make it a suitable asset class for those
investors that are sensible to these themes. Moreover, while climate change represents a challenge,
we believe the sector is rapidly adapting to it while adopting mitigating actions in underwriting, pricing
and risk selection.

We still, however, operate in a fragile geopolitical context. Elections in some key geographies as well
as potential surprises from central banks may have significant impact on future developments.

! Peak perils are defined as perils such as US hurricanes and California earthquakes.
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Review of 2023 Performance
All of the strategies managed by Twelve Capital reported positive performance in 2023.2

- Investors in Twelve’s ILS offering benefitted from record-high spreads, sound risk-free returns, in
addition to a benign US hurricane season. Twelve Capitals’s focus on peak perils sheltered investors
from losses stemming from non-peak perils such as wildfires (Hawaii and Canada), severe
convective storms in the US or earthquakes in areas with lower insured values.

- Ourliquid insurance credit offering demonstrated resilience in the first half of the year and recorded
a sound return in the last quarter. This was thanks to active management of duration and
conservative allocation to riskier deeply subordinated bonds that underperformed after the Credit
Suisse AT1 write down.

- Our investments in equity, be it in products focused on climate transitioning to a low carbon
economy or as part of commingled funds, performed well, with a solid rebound recorded in the last
quarter of 2023.

- Multi asset sound performance is a reflection of the active asset allocation and securities selection
and the leveraging on themes such as hurricane seasonality.

Average Performance in 2023 of asset classes managed by Twelve Capital:

1.0-1.25 Private Debt

0.75-1.0

0.50-0.75

Sharpe Ratio
(since inception)

0.25-0.50

0-0.25 Private ILS

Negative 0%-2.5% 2.5%-5.0%  5.0%-7.5% 7.5%-10.0% 10.0%-15.0% 15.0%-20.0% 20.0%-25.0%
2023 USD Net-Returns*
*Performance is the average of multiple investment vehicles managed by Twelve Capital and is aimed at providing an indicative
level of return of the asset class in 2023.

In the following sections we will cover some key macro and sector specific themes that we believe to
be relevant for investors in ILS, insurance credit and equity. Via a star system (from most positive 5
stars to less positive 1 star) we provide Twelve Capital’s view of how these themes will affect dynamics
in the sector and returns achievable to investors.

2 past performance is not indicative of future returns.
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Macro Themes
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Climate Change

Progressive
increase in
insured losses

* X

A progressive
increase in climate
related insured
losses is negative.
However, Twelve
Capital focuses on
peak perils with
higher attachment
levels (less
exposure to more
frequency-driven
losses and less well
modelled risks).
Moreover, ILS short
repricing cycles
allows to price-in
climate change.

Climate change, on
the other end,
supports market
growth as more
cedants seek to buy
protection.
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Credit issuers
typically have
very well
diversified
business that
make them
resilient to the
impact of
catastrophe
losses,
particularly in
Europe.
Nevertheless,
most
businesses are
starting to
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climate change
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Insurance
equity investors
are more
exposed than
credit investors
to weather
events and
climate change.
Many primary
insurers have
increased their
risk retention in
recent years,
thus exposing
earnings to
potentially more
volatility.

Sector specific Themes of Focus for 2024

Insurance-Linked
Securities

1880

Insurance Credit

Insurance Equity

1888 *

Capital raising and
new listings in the
insurance space
have been limited in
2023, and we expect
to remain so in 2024.
This is mostly a
reflection of large
existing capital
buffers in the
industry and limited
space for new
entrants in mature
markets.

We expect EUR 15-
25bn of supply from
European insurers
under our coverage
in different types of
structures (from
senior to deeply
subordinated). This
is a consequence of
refinancing needs
and new issuers
tapping the market.

We expect another
positive year in terms of
supply in the Cat Bond
space (USD 16.5bn in
2023), coming from both
existing and new cedants.
We also expect the
diversity of perils covered
to increase (i.e., more
cyber), together with more
parametric types of deals.

Supply (new
issuances)
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Inflows of capital

Yk kk

Many investors are
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a high single-digit pace in
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We expect material
net inflows in credit
funds in 2024. Our
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offering should
benefit from this
trend. We see ample
room for the strategy
to grow without
capacity constraints.
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Generalist equity
investors tend to
maintain a modest
allocation to the
insurance sub-sector
as they focus on
large household
names. Specialised
investors are likely to
maintain their hedge
and competitive
advantage.

Spread/excess returns
achievable

1.8, 8.

We expect a progressive
normalisation albeit
towards an elevated level.
While improving, capacity
remains constrained by
the discipline of
(re)insurer, leading to a
longer positive cycle.
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We expect a spread
compression or
around 30-70bps
towards levels
observed in 2021.

1.8.8.9

We expect the
sector's dividend
yield to remain
overall attractive in
the 6% area for
European insurance.
We see potential for
one-off capital
repatriation via share
buybacks and
special dividends.

ESG/ESG integration

18,888

ILS can serve as
sustainable investment.
Unlike other asset classes
the collateral is ringfenced
for a specific purpose, i.e.,
in the event of a disaster
to be used to rebuild a
specific set of properties.
This narrow focus allows
us to understand who is
the beneficiary and how
the investment aligns with
ESG goals.

28 0.8 ¢

Issuers are putting
more emphasis on
ESG. We expect
better and broader
quality of disclosure
in 2024. However,
we do not expect a
significant increase
of so-called "green”
bonds.

2.8.8.0.1

Like in Credit we
expect the quality of
disclosures to
increase in 2024.
However, we see US
players (more
relevant for our more
global equity
offering) as lagging
behind on ESG
themes.
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188,88

Limited exposure to
regulatory risk as the
collateral of ILS securities
is ringfenced in an SPV
that would be exempted
from losses in case of
regulatory intervention on
the cedant.

Regulatory and
supervisory
frameworks

Yk kk

Themes such as the
European and Swiss
grandfathering are
positive for
investors.
Convergence to
harmonised
regulatory
frameworks is also a
positive. Offsetting
these is the push by
some regulators
towards bonds'
economic call.

288,08

Convergence to
harmonised
regulatory
frameworks is
positive. Past
overhang for the
sector (such as the
Unit Linked mis-
selling cases in the
Netherlands) have
faded thus providing
lower uncertainties
for investors.

In summary, a normalised macroeconomic environment and idiosyncratic elements is expected to offer
tailwinds for the asset classes where Twelve Capital is active. Markets’ deepness and liquidity will
benefit from a healthy pipeline of new deals while achievable risk-adjusted returns should remain
attractive after a sound performance achieved in 2023.

Twelve Capital AG
Dufourstrasse 101

8008 Zurich, Switzerland
Phone: +41 (0)44 5000 120

About Twelve Capital

Twelve Capital is an independent investment
manager specialising in insurance investments for
institutional clients. Its investment expertise covers
the entire balance sheet, including Insurance
Bonds, Insurance Private Debt, Catastrophe Bonds,
Private Insurance-Linked Securities and Equity. It
also composes Multi Asset portfolios. It was
founded in October 2010 and is majority-owned by
its employees. It has offices in Zurich, London and
Munich.

Twelve Capital (UK) Ltd

Moss House, 15-16 Brook's Mews
London W1K 4DS, United Kingdom
Phone: +44 (0)203 856 6760

Twelve Capital (DE) GmbH
Theatinerstrasse 11

80333 Munich, Germany
Phone: +49 (0)89 839316 110

info@twelvecapital.com
www.twelvecapital.com

Page 8 of 10


mailto:info@twelvecapital.com
http://www.twelvecapital.com/

twelve
CAPITAL

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 Il 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 material contains information about Twelve Capital and its products as at the date of this material. 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 and disclaims all responsibility and liability for the information (including
without limitation, liability for negligence). This material 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 material is not and should not be considered an offer
or an invitation to subscribe for or acquire securities or any other financial products. The material 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 material 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 material you represent and warrant that you are entitled to receive such material in accordance with the
above restrictions and agree to be bound by the limitations contained herein. This material 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 material 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 material. Investors should consider the forward-looking statements contained
in this material 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 material. 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.

This is marketing material in the meaning of MiFID 1.

This is marketing material in the meaning of FIDLEG.

All transactions should be based on the most up-to-date prospectus, the relevant key information documents and all applicable
local offering documents. These documents together with the articles of association as well as the annual and semi-annual reports
may be obtained free of charge from the legal representative, the fund manager or Twelve Capital's regional contact.

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 fir Finanzdienstleistungsaufsicht (BaFin).
Note to US investors: Please note that the Securities have not been, nor will they be, registered or qualified under the U.S.
Securities Act of 1933, as amended (the “U.S. Securities Act”) or any applicable securities laws of any state or other political sub
divisions of the United States, and may not be offered, sold, transferred or delivered, directly or indirectly, in the United States or
to, or for the account or benefit of, any U.S. Person, except pursuant to an exemption from, or in a transaction not subject to the
requirements of, the U.S. Securities Act and any applicable U.S. state securities laws. The Fund has not registered and does not
intend to register under the U.S. Investment Company Act of 1940, as amended (the “Investment Company Act”) in reliance on
the exemption from such registration pursuant to Section 3(c)(7) thereunder and certain interpretations of Section 7(d) of the
Investment Company Act by the staff of the U.S. Securities and Exchange Commission. Accordingly, the Interests are being
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offered and sold only: (i) outside the United States to persons other than U.S. Persons in offshore transactions that meet the
requirements of Regulation S under the U.S. Securities Act; or (ii) to U.S. Persons who are (a) “accredited investors” as defined
in Rule 501 of Regulation D promulgated under the U.S. Securities Act and (b) “qualified purchasers” within the meaning of
Section 2(a)(51) of the Investment Company Act.

Note to Singaporean investors: this document has not been registered as a prospectus with the Monetary Authority of Singapore.
Accordingly, this document and any other document or material in connection with the offer or sale, or invitation for subscription
or purchase, of the product may not be circulated or distributed, nor may the product be offered or sold, or be made the subject
of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional
investor (as defined in Section 4A of the Securities and Futures Act 2001, as modified or amended from time to time (SFA))
pursuant to Section 274 of the SFA, (ii) to a relevant person (as defined in Section 275(2) of the SFA) pursuant to Section 275(1),
or any person pursuant to Section 275(1A), and in accordance with the conditions specified in Section 275 of the SFA, or (iii)
otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.

Where products are subscribed or purchased under Section 275 by a relevant person which is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole business of which is to hold
investments and the entire share capital of which is owned by one or more individuals, each of whom is an accredited investor;
or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary of
the trust is an individual who is an accredited investor,

securities or securities-based derivatives contracts (each term as defined in Section 2(1) of the SFA) of that corporation or the
beneficiaries’ rights and interest (howsoever described) in that trust shall not be transferred within six months after that corporation
or that trust has acquired the product pursuant to an offer made under Section 275 except:

(1) to an institutional investor or to a relevant person or to any person arising from an offer referred to in Section 275(1A) or
Section 276(4)(c)(ii) of the SFA,

(2) where no consideration is or will be given for the transfer;

(3) where the transfer is by operation of law; or

(4) pursuant to Section 276(7) of the SFA or Regulation 37A of the Securities and Futures (Offers of Investments)(Securities and
Securities-based Derivatives Contracts) Regulations 2018

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 registered as a limited company in England & Wales: Registered No. 08685046. Registered office: Moss
House, 15-16 Brook’s Mews, London, W1K 4DS. Twelve Capital (UK) Limited is an appointed representative of Carne
International Financial Services (UK) Limited which is authorised and regulated by the Financial Conduct Authority of the United
Kingdom (FRN 823316). Registered in England, No. 11555138. Registered office: 2nd Floor 107, Cheapside, London, United
Kingdom, EC2V 6DN. Such registration in no way implies that the FCA has 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 fur 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. Disclosure Brochures with further regulatory information about our entities can be found in the "Regulatory" section on
our website.

© 2024 Twelve Capital. All Rights Reserved
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