Finance 431

Class Project #8

Names:________________________

________________________

Zurich North America writes a $35 million property insurance policy on a store with a $5 million deductible.  Zurich then purchases two reinsurance policies.  One is a quota share policy that cedes 75% of each loss.  The other is a per-risk excess reinsurance policy of $5 million excess of $2.5 million.  (The quota share policy "inures to the benefit of" the per-risk excess policy.)   A $33 million covered loss occurs.  Indicate how much each of the insurers will pay:

Policyholder





$5 million

Zurich North America



$2.5 million

Quota Share
Reinsurer



$21 million      (75% of $28 million)

Per-risk Excess Reinsurer



$4.5 million
