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Series of Severe Convective Storms in the US, May 2018
In mid-May, larger parts of the US were affected by series of severe convective storms
including tornados, severe thunderstorms, strong winds, hail and flash flooding. A weather
pattern dubbed “ring of fire” by meteorologists meant that a static low pressure system
interacted with unstable, subtropical air from the Southeast bringing numerous supercell storms
over several days to states from Texas to Massachusetts. Due to the lack of strong upper level
winds, most of the damage was caused by hail and strong winds rather than tornados.
Numerous states reported widespread minor damages to property especially roof damages
including from hailstones the size of baseballs. Strong winds and downed trees led to power
outages and travel disruptions. Five people have been killed.
Insured losses are currently estimated at up to $2.5 billion by KCC, a catastrophe modeler. As
many as 12 states may see insured losses in excess of $100 million each. Note that loss
estimates carry significant uncertainty at this stage as it takes considerable time to assess
claims across such a large area.
Damages from severe convective storms (including tornados) can be covered in cat bonds and
ILS private transactions, e.g. as part of “wind” risk or under “all natural perils”. Based on the
initial assessment of the portfolio manager and the exposure in CSA ILS / CSA ILS Fixed, the
portfolio manager does not expect an impact on a standalone basis from this event. However,
the losses from this event are expected to contribute to aggregate risk structures under which
cumulative losses from possibly multiple events throughout the risk period determine whether
the trigger is reached.
We will monitor the event and will keep you updated of any significant developments
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