November 2008 Vol. 28 / Issue 9

Swift Initiative: Aiming for a
rapid exchange of data

A group of leading reinsurance companies

and brokers want to revolutionise the

1ndustry by 1ntroducmg a global electronic
along th

Swift’s headquarters

Swiss Re, Munich Re and Scor, as well as brokers Aon, Benfield and Willis, have signed an
agreement with Belgium-based network provider Swift to cooperatein building an electronic
data interchange (EDI) platform.

By April 2009, the project partners want to have an electronic hub in place that will alow
paperless exchange of information, in a standardised format, between reinsurers, brokers and
cedants.

Interaction between players in the reinsurance market now is predominantly paper based, even
where the "paper” is transmitted in the form of an email attachment. As a result, data relating to
offering, placing and accounting can be entered into various IT systems many times along the
chain.



The ultimate aim of the Swift reinsurance project, which started out as the Rischlikon Initiative in
late 2007, is to facilitate paperless straight-through processing. Swift is the member-owned
cooperative that provides a communications platform to link more than 8,300 banks, securities
institutions and corporate customers in more than 200 countries.

Fifteen million messages a day on average are handled by Swift on behalf of financial institutions.
Building support

Compared with the banking industry the reinsurance business is widely acknowledged to be
bogged down by paperwork and incompatible proprietary systems.

Peter Arbenz, who is in charge of the project for Swiss Re in his role as head of reinsurance
information management, says the reinsurers involved are determined to improve the operational
efficiency of the industry.

"It is not simply a question of cutting costs. It is about reducing complexity, improving data
quality, accelerating cash flow and reducing credit risk," he told Reactions. "We believe that by
sharing common standards and one platform [for the transmission of electronic data] it will be
easier to evolve the reinsurance business model. For the industry to be able to trade risks in the
same way as banks trade securities, this type of platform is needed to make standardisation

happen.”

Arbenz and other members are working on building support for the project to achieve a critica
mass and get a pilot project underway. The group's priority is to get the 10 largest reinsurers on-
board at an early stage and also to attract an additional two or three of the top reinsurance brokers
to participate.

Arbenz expects that globa insurers such as Allianz, Axa and Zurich, that already have EDI
capability, will be lined up for April, when the pilot is scheduled to start. "But before we start
marketing the project to primary companies we must develop the solution,” he says.

The first step will be to initiate a simple messaging system for administration and informational
dataonly, Arbenz says.

"It is going to be very basic. We want to test our ability to transmit technical and financial
accounts, and for these to be acknowledged, in a uniform format through one connection,” he told
Reactions.

"We want to show that a shared utility can replace a multitude of point-to-point solutions
connecting cedants with different brokers and reinsurers with just one connection through Swift,"
he says.

Arbenz is at pains to explain that there are no plans to put online placing on the system. "No, we
are definitely not talking about a placing system. That is out of scope,” Arbenz stresses.



"Placing, offering and quoting is a core competency of individual market players. Also, there are
potential anti-trust issues that mean we must concentrate on non-competitive areas of the
business.”

Some previous attempts at establishing online trading platforms have ended in failure. Lloyd's
closed its Kinnect project in 2006 after Lloyd's companies sunk £70m ($124m) and failed to
achieve critical mass.

An earlier attempt at creating an online reinsurance platform, called Inreon, was abandoned in
2003 when its shareholders pulled their support after two years. Munich Re, Swiss Re, Internet
Capital Group and Accenture failed to achieve sufficient business volumes to justify continued
investment.

"We knew that after the issues with Kinnect and Inreon that we needed to avoid any reluctance
among reinsurers to commit,” says Arbenz. "We considered this aspect from the start and so the
project will not require big investment at the outset. We want participants to make use of elements
such as processes, standards, hardware and software that are already available. That's why we are
using the Swift network, which already exists, instead of building a new hub.

Onestep at atime

Andrew Muir, marketing manager for industry initiatives at Swift, confirms that a "soup to nuts"
solution is not the plan. "Thisis not a new Kinnect. We are not setting up alarge new utility. We're
picking a problem that is only just worth solving and will get people up and running on that before
moving on to pick off the next problem," he says.

The Ruschlikon Initiative is happening at the same time as LIoyd's is developing its own exchange
project. Like the Swift system, Lloyd's says it wants to build a simple messaging exchange that
allows participantsin its market to connect with one another for minimal investment.



Lloyd's has said it will contract athird-party supplier — not Swift — to deliver a service that allows
data to be exchanged in a standard message format such as Acord or a structured email. The
exchange would link to established networks such as RI3K, as well as Lloyd's insurers' and
brokers own systems, if they have them.

RI3K is the existing London-based paperless trading service for commercial insurance and
reinsurance, which is also based on Acord standard data.

Swift's Muir says that the new project is not intended to compete with the Lloyd's exchange or
RI3K. "We are aimed at solving post-placement administrative tasks, so in that sense we
complement RISK and Lloyd's Exchange," he said. "We all use Acord message standards so
integration shouldn't be difficult.”

Usage costs have yet to be figured out by Swift, which is planning to come up with a commercial
proposal at the end of the year. Swift wants to cover its initia investment through messaging fees
but says it will try to make these as low as possible to encourage volume. Banks using Swift pay
less than one euro ($1.40) a message.



