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Blockchain technology successfully piloted by 

Allianz Risk Transfer and Nephila for 

catastrophe swap  
 

 Smart contract technology facilitates and accelerates the triggering process of 
catastrophe swaps and bonds  

 Allianz Risk Transfer (ART) pilot is one of several test applications of Allianz’s 
Disruptive Technologies division to explore future blockchain opportunities  

 

New York/London/Munich, June 15, 2016: Allianz Risk Transfer AG (ART) and Nephila 

Capital Limited (Nephila) announce that they have successfully piloted the use of blockchain 

smart contract technology for transacting a natural catastrophe swap. The test run not only 

demonstrates that transactional processing and settlement between insurers and investors 

could be significantly accelerated and simplified by blockchain-based contracts, but also 

points to other benefits such as increased tradability of cat bonds and wider opportunities to 

apply this technology in other insurance transactions. 

  

So-called catastrophe or ‘cat’ swaps and bonds are financial instruments which transfer a 

specific set of risks, typically natural disaster risks such as hurricanes or typhoons, from an 

insurer to investors or other insurers utilizing triggers with defined parameters. In the case of 

a financial cat swap, the insurer pays a third party to assume the financial risk of a defined 

catastrophe event such as a Florida hurricane in exchange for a payment or series of 

payments. If the event occurs and meets the pre-defined trigger criteria, the third party is 

responsible for the pre-agreed financial risk. 

 

Cat bonds follow a similar approach but with multiple parties assuming the catastrophe 

exposure through a securitized financial instrument in which the parties invest. If a qualifying 

cat event occurs, the investors lose all or part of the principal they have invested; if not, they 

receive interest in the form of a periodic ‘coupon’ payment as well as the return of their 

principal investment at the bond’s maturity. 

 

Blockchain-based smart contract technology has the potential to facilitate and accelerate the 
contract management process of such cat swaps and bonds. Each validated contract on the 
open shared infrastructure contains data and self-executable codes inherent to that contract. 
When a triggering event occurs which meets the agreed conditions, the blockchain smart 
contract picks up the predefined data sources of all participants, and then automatically 
activates and determines payouts to or from contract parties.  
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“Blockchain technology would increase reliability, auditability and speed for both cat swaps 

and bonds as less manual processing, authentication and verification through intermediaries 

is required to confirm the legitimacy of payments/transactions to and from the investors,” 

explains Richard Boyd, Bermuda-based Chief Underwriting Officer of ART. “By replacing the 

human interventions which are currently embedded throughout the entire risk transfer 

process, frictional delays and the risks of human error are completely removed – with a 

radical effect on the speed and efficiency of the process and, in the case of bonds, on the 

tradability of such securities.” 

 
Blockchain is the technology underlying the bitcoin digital currency but its applications in 
cryptocurrency, smart contracts and distributed ledgers are being explored throughout the 
financial services industry. The smart contract technology allows digital execution of 
contracts with automated and distributed ledgers which are designed to be incorruptible, thus 
having the potential to significantly reduce the arbitration and validation functions traditionally 
performed by independent third party institutions such as banks, intermediaries and 
administrators, auditors and clearing houses.  
 
Wider applications for Blockchain 
 
ART and Nephila have worked with a number of firms to develop the proof of concept and 
see extensions of this technology having relevance across the insurance industry: for 
example, in optimizing the payment processes involved in international fronting for captive 
insurers, where multiple process steps are involved in transferring premium from a corporate 
to its own subsidiary.  
 
Laura Taylor, Managing Principal at Nephila, adds: “We believe technology will drive the 
future of insurance.  We have invested a great deal accordingly and are pleased to extend 
our long-standing strategic partnership with ART to use of the Blockchain.” 
 
“In our journey to become more digital, Blockchain promises to help us create more 
transparent, more convenient and faster services for our customers, “ says Solmaz Altin, who 
is driving the digital transformation of Allianz Group as Chief Digital Officer. “Blockchain is 
obviously a fascinating technology and we are starting to explore the use of it in several 
fields,” says Michael Eitelwein, Head of Disruptive Technology of Allianz Group.  
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About Allianz Risk Transfer 

Allianz Risk Transfer AG (ART) is the center of competence for alternative risk transfer business 

within the Allianz Group offering tailor-made insurance, reinsurance and other non-traditional risk 

management solutions to industrial and financial clients worldwide. Founded in June 1997, the 
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company is a wholly-owned subsidiary of Allianz Global Corporate & Specialty SE. ART operates 

through affiliated companies with offices in Amsterdam, Bermuda, Dubai, London, New York and 

Zurich. Its client base spans across all industry sectors and its solutions are most effective for clients 

facing unusual or complex risks, where traditional (re)insurance or financial products are inadequate. 

As of today, ART AG is rated by AA- by Standard & Poor’s and A+ by A.M. Best.  

www.art.allianz.com or www.agcs.allianz.com/services/allianz-risk-transfer/.  

 

About Nephila Capital Limited 
Nephila Capital Ltd. is a leading investment manager specializing in reinsurance and weather risk. 
Nephila has assets under management of approximately $9.5 billion as of April 1, 2016 and has been 
managing institutional assets in this space since it was founded in 1998. The firm has over 100 
employees globally based in Bermuda (headquarters), San Francisco, CA, Nashville, TN and London. 
www.nephila.com  
 
Cautionary Note Regarding Forward-Looking Statements 

The statements contained herein may include statements of future expectations and other forward-looking statements that are 
based on management’s current views and assumptions and involve known and unknown risks and uncertainties that could 
cause actual results, performance or events to differ materially from those expressed or implied in such statements. In addition 
to statements which are forward-looking by reason of context, the words "may", "will", "should", "expects", "plans", "intends", 
"anticipates", "believes", "estimates", "predicts", "potential", or "continue" and similar expressions identify forward-looking 
statements. 

Actual results, performance or events may differ materially from those in such statements due to, without limitation, (i) general 
economic conditions, including in particular economic conditions in the Allianz Group’s core business and core markets, (ii) 
performance of financial markets, including emerging markets, and including market volatility, liquidity and credit events (iii) the 
frequency and severity of insured loss events, including from natural catastrophes and including the development of loss 
expenses, (iv) mortality and morbidity levels and trends, (v) persistency levels, (vi) the extent of credit defaults, (vii) interest rate 
levels, (viii) currency exchange rates including the Euro/U.S. Dollar exchange rate, (ix) changing levels of competition, (x) 
changes in laws and regulations, including monetary convergence and the European Monetary Union, (xi) changes in the 
policies of central banks and/or foreign governments, (xii) the impact of acquisitions, including related integration issues, (xiii) 
reorganization measures, and (xiv) general competitive factors, in each case on a local, regional, national and/or global basis. 
Many of these factors may be more likely to occur, or more pronounced, as a result of terrorist activities and their 
consequences. 

The matters discussed herein may also be affected by risks and uncertainties described from time to time in Allianz SE’s filings 
with the U.S. Securities and Exchange Commission. The company assumes no obligation to update any forward-looking 
statement. 
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