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Name W. Marston “Marty” Becker

What was the market like when you first 
started? 
In many ways it was a very different industry 
in 1978. Looking back, perhaps the biggest 
differences relate to the changes in commu-
nication protocol and the ever-increasing abil-
ity to transmit, manage and analyze detailed 
underwriting data. Some things haven’t 
changed; insurance has always been a people 
business and strong personal relationships 
with business partners and colleagues remain 
paramount. And, no matter how many sophis-
ticated models we may use, sound judgment 
will always be a critical component of effective 
underwriting. The market was soft market in 
1978 everyone predicted it would end “next 
year.” It ended in 1984.

What are the hardest and softest mar-
kets you have known? 
I have been in this business long enough to see 
many cycles come and go. Notably, after a soft 
market that lasted some six years, we saw a 
dramatic turn-around in 1985 and 1986, with 
prices climbing almost “vertically.” The soft-
est market I have experienced was in 1998 to 
2000. Industry-wide, underwriters were gener-
ally under pricing the cost of their products to 
retain market share and the reserve additions 
that followed in subsequent years highlighted 
how bad it had become. I am hopeful that the 
recent trend to more “quant-based” underwrit-
ing analysis and enterprise-wide risk manage-
ment will preclude a repeat of that lack of 
discipline at the bottom of future cycles.

What is the biggest challenge you face 
today?
We recently announced that Max and Harbor 
Point are expected to merge to form Alterra 
Capital Holdings. We are bringing together 
two strong and complementary organisations 
that are each doing well individually and have 
robust balance sheets to create a more diversi-
fied and balanced global speciality insurance 

and reinsurance company with much greater 
scale, capital, financial strength, and expertise. 
Although we believe these companies are a 
great fit, with minimal overlap, there is no 
doubt that a merger on this scale will always 
provide challenges. John Berger and I are com-
mitted to combining our companies into a new 
global competitor with as little disruption as 
possible and to establishing Alterra, mean-
ing “high ground,” as a leading brand in our 
industry. Max and Harbor Point are two very 
good companies and the resulting combination 
should be a really great company!

What are your plans for the merger and 
personally?
I believe Alterra will have the tools to suc-
cessfully compete in reinsurance and insur-
ance in each of the world’s major markets. 
Continuing to build out this platform in a way 
that is rewarding to our shareholders and other 
key stakeholders is our focus. Personally, it is 
an exciting opportunity to partner with John 
Berger and lead a very talented combined 
team.

Outside of insurance, what are your 
other interests 
My present role is pretty time consuming and 
requires extensive travel. When I have free time 
it is focused on my family, a few charitable 
activities in my home state of West Virginia 
and golf when I can!

What is the strangest piece of business 
you have ever been involved in?
So many transactions in the insurance world 
are unique that it’s difficult to characterise 
“strange,” but stop loss programs for unfunded 
pension liabilities in multiemployer, union-
sponsored pension funds, or Taft-Hartley plans, 
come to mind – they were a total failure.

What would be your advice for someone 
starting out? 
Work hard, play fair, get to know and respect 
your colleagues and their needs, communicate 
well and honestly, and remember it takes time 
to be successful in a knowledge industry. And 
success in business is but one aspect of a suc-
cessful life.

Taking the high ground
Marty Becker, chairman 
and CEO of Max Capital 
Group, tells Reinsurance 
about his view of the 
market and exciting 
merger plans.
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Re-sumé  | 

Career histOry

Marty Becker has been chairman and 
CEO of Max Capital Group since 2006 
and a director since 2004. From 1996 to 
1999, he was chairman and CEO of Orion 
Capital Corporation, until its sale in 1999 
to Royal & SunAlliance, where he then 
served as vice chairman and a director of 
Royal & SunAlliance USA until 2000. From 
2002 to 2005, Becker led the restructur-
ing and wind-down of Trenwick Group, a 
Bermuda insurance company and, from 
2002 to 2008, its subsidiary, LaSalle Re 
Holdings. Previously, Becker was non-
executive chairman of Hales & Company, 
a boutique insurance industry investment 
bank and private equity investor, and 
president and CEO of McDonough Cap-
erton Insurance Group, a regional insur-
ance brokerage and third party claims 
administrator that he joined in 1978, 
after starting his career with the public 
accounting firm of Ernst & Young. He is 
a director of Selective Insurance Group. 
Becker is chairman and general partner 
of West Virginia Media Holdings, which 
he co-founded in 2001. Becker earned 
his Juris Doctor and Bachelor of Science 
in Business Administration degrees from 
West Virginia University. He is a certified 
public accountant and is an admitted 
attorney in West Virginia. 
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Emerging markets: Collateral |

In a speech in 1959, John F Kennedy reasoned
that the Chinese use two brush strokes to write
the word “crisis” – one stood for danger, the
other for opportunity. Today’s credit crisis has
certainly highlighted the danger of systemic
risks, the correlation of market links resulting
from credit, counterparty and other risks.

Paradoxically, the crisis also presents
new opportunities for financial regulation
to evolve, risk managers to be empowered
with new practices and standards and global
businesses to expand into new markets. For
reinsurance buyers and sellers, there is an
opportunity to address collateral issues.

The squeeze on bank liquidity caused by
the erosion of balance sheet capital has led to
significant increases in the cost and availability
of credit, namely letters of credit (LoC). A shift
in bank appetite from unsecured credit also
means applicants are having to provide cash
as collateral for their LoC arrangements – yet
they still pay a high price for the privilege.

Further scrutiny also raises concern over
whether or not a letter of credit-issuing
bank’s own security can in fact improve an
applicant’s credit risk to a cedant.

Fronting carriers imposing security require-
ments on captives to mitigate their risks will
invariably increase the captive’s cost of doing
business, which in this environment may have
a negative impact on a contract’s viability.
A solution that achieves security and reduced
cost is available via the reinsurance trust.

Reinsurance trusts are accounts that meet
collateral requirements for insurance obliga-
tions. Methods vary according to jurisdiction
but the concept sees the captive’s obliga-
tions secured by a deposit of eligible finan-
cial assets pledged to a designated insurance
carrier as the beneficiary. A trustee or custo-
dian acts with fiduciary or contractual obli-
gations over the account until an event of
default or claim triggers a call on the assets.

A trust is often significantly cheaper than
LoC and easy to set up using standard docu-
mentation. Arrangements are evergreen and
can be adjusted as more or less business is
undertaken; liabilities can be aggregated into
a single trust for each carrier to provide greater
efficiencies. Income generated on the portfolio
may even be directed back to the captive.

A trust can complement a cedant’s risk
management by reducing the credit and coun-
terparty risks associated with LoC. It may also
encourage carrier competitiveness among cli-

ents looking for flexible options and consolidat-
ed reporting can help to streamline back office
letter of credit-tracking functions, enhance data
management and increase transparency.

As a provider of reinsurance trusts, we see
recurring collateral themes emerge in new
markets in Asia and Latin America.

S ingapore’s new Spec ia l Purpose
Reinsurance Vehicle (SPRV) regulation rec-
ognises the transfer of insurance risks to
broader capital markets. SPRVs must fund
their obligations with sponsoring insurers by
placing assets into trusts. Singapore’s early
assertion as a progressive centre for alterna-
tive risk transfer of Asian catastrophe risks
implies the foresight of being ready to capi-
talise on a trend that incorporates improved
collateral security practices.

Insurancers required to maintain eligible
assets in Hong Kong may post a LoC or other
guarantee from a qualifying bank. The banking
crisis has instigated dialogue with local partici-
pants about the application of trusts and safe-
keeping models in lieu of letters of credit.

Down under
Meanwhile, in Australia, new prudential
guidelines will impose security requirements
for reinsurance recoverables: if not suitably
collateralised, a 100% capital charge would
be passed on to the insurer. We anticipate
demand for Australian regulatory trusts and
master trust structures from 2010.

The growth of Labuan captive domicile is
also proving attractive across Asian industries.
The trend is not a one-off. Emerging captive
centres in other jurisdictions from Dubai to
Puerto Rico are improving captive legislation to
bolster their attraction with captive owners.

In Latin America, awareness of alternative
risk financing is beginning to filter into the
domestic realm. Over the next two years, up

to 50 new captive formations are expected
from companies in Brazil, Mexico, Argentina,
Colombia and Chile. Fronting carriers are
following clients into these markets, though
ceding risks to non-rated or sub-investment
grade counterparties – or underwriting previ-
ously uninsured risks requiring coverage for
the first time – means innovative alternatives
that can help to manage cross-border risks
and reduce the cost of doing business in these
regions will be key.

Mexico’s aggressive 2012 implementation
of a Solvency II-type framework will ensure
reinsurance plays a vital role in measuring
risk capital and helping insurers meet capital
requirements. It is expected that capital guar-
antees issued by international parent groups for
Mexican subsidiaries may receive limited recog-
nition under Solvency II, creating higher capital
and risk diversification requirements.

In Brazil, despite an end to the state-owned
reinsurance monopoly, insurers are not able
to cede over 10% of reinsurance premium to
occasional and admitted players – a source of
concern over a potential lack of market capac-
ity on certain lines of risk. An even bigger
concern for cedants is the security of reinsur-
ers: because IRB-Brasil Re was state-owned,
there was no perceived credit risk. Cedants
have to quantify the financial strength of
their counterparties, particularly when buying
facultative reinsurance. This could present an
opportunity for more sophisticated security
arrangements, like those structured within
the Lloyd’s market.

Where risks have a global dimension and
economic areas affect each other, collateral
issues will continue to stalk the industry.A trust
provider that can create collateral alternatives
that meet multi-jurisdictional requirements
may help the industry to manage risks while
optimising the potential for opportunity.

Security conscious
Caroline Cruickshank
discusses collateral
issues facing
reinsurance
buyers and
sellers in
new markets and the
emergence of a new
collateral alternative
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> A trust is often significantly cheaper than
letters of credit and easy to set up

Caroline
Cruickshank,
vice-president,
The Bank of New
York Mellon,
London branch
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