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Everest Reaches Peak Performance with Rising Premiums and Business Expansion 

   
 

  

 

Price $372.19  Core Holding October 4, 2023 

• 1.9% dividend yield, EG is targeting >13% shareholder return. 

• Natural disasters are becoming more frequent and more intense, with 

primary insurers facing restrictions on premium hikes.  

• Reinsurance rates have sustained tailwinds, with Everest realizing a 26.9% 

increase in premiums.  

• Even in the face of increased catastrophe claims, the combined ratio in all 

segments of the company has improved. Reinsurance combined ratio 

dropped 340 bps to 88.2%, and primary insurance dropped 120 bps to 

91.5%. 

• International expansion effort in the primary insurance area resulting in 

premium growth of 13.5% year over year. 

Investment Thesis 
Everest Group (EG) is a reinsurance and primary insurance provider. Everest has 66% of 

its underwritten premiums in reinsurance and 33% in primary insurance. Everest is 

embarking on a global expansion in the primary insurance market, attempting to gain a 

global foothold. Additionally, the strong reinsurance market will continue to provide 

significant tailwinds until at least FY25.  

Robust growth in reinsurance volumes and pricing and  Everest's international expansion 

strategy provide a clear growth path and make Everest an attractive total return 

opportunity, in our opinion.  

Estimated Fair Value 
EFV (Estimated Fair Value) = EFY24 EPS (Earnings Per Share) times PE (Price/EPS) 

EFV = E24 EPS X P/E = $57.0 X 10.8 = $615.60    

 E2023 E2024 E2025 

Price-to-Sales 1.3 1.2 1.1 

Price-to-Earnings 7.8 6.4 5.6 

https://www.reuters.com/business/reinsurance-rates-rise-2024-soften-2025-fitch-analyst-2023-09-07/
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Downstream Conditions 
Natural disasters are becoming more frequent and more powerful. Since 1980, the 

amount of disasters per year with over $1 billion in damages has increased 600%. Most 

insurance companies are regulated with regard to raising premium prices, with the 

average rate increase in 2022 being 12%. However, reinsurance companies are 

generally not and can reprice quickly as risks evolve. The slow price change for 

insurance companies creates the need to offload more risk.  

Underwriting losses (non-life) have increased massively over the primary insurance 

sector, with the average combined ratio in 2022 being 102.7% – the highest losses since 

2011. This has driven wide-ranging consumer effects, with many in disaster-prone 

states paying 89% more than the average in premiums. This combination of high losses 

and risk aversion is leading to solid premium growth in the face of higher industry 

losses. Everest reports that property catastrophe premiums went up 30% year over 

year, with casualty going up 16%.  

Reinsurance has entered into a "hard market" expecting to stay until FY25. The "hard 

market" means insurance companies have become price takers, and reinsurance 

companies can ask for higher prices and stricter terms.  

Reinsurance  
Everest is the 4th largest reinsurance firm in the world. Gross written premiums have 

grown 26.9% year over year, a new quarterly record. For the January 2024 renewal 

cycle, Everest expects to push increased rates once again.  

Everest reports significant pricing momentum, with catastrophe reinsurance pricing up 

48% in North America and up 29% internationally. Despite the increase in claims in 

pockets like Florida and California, Everest reports its combined ratio (the ratio of claims 

and expenses to premium income) has decreased by 340 bps to 88.2%. In order to 

continue this downward trend, Everest is undergoing "deliberate efforts" to reduce 

catastrophe exposure or increase prices.  

Everest raised $1.5 billion in equity for both buildout and resilience in the reinsurance 

division. In the short term, Everest will deploy roughly 90% of the capital to the 

reinsurance division. This extra capital will help Everest capture the significant pricing 

tailwinds expected during the next renewal cycle in January of 2024.  

https://www.nytimes.com/2023/05/07/opinion/climate-change-homeowners-insurance-housing-market.html
https://www.nytimes.com/2023/05/07/opinion/climate-change-homeowners-insurance-housing-market.html
https://www.nytimes.com/2023/05/07/opinion/climate-change-homeowners-insurance-housing-market.html
https://www.reuters.com/business/reinsurance-rates-rise-2024-soften-2025-fitch-analyst-2023-09-07/
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Insurance  
The primary insurance area entails workplace insurance, such as liability and health, as 

well as property insurance. Much of the primary insurance business is concentrated in 

North America. The primary insurance business is planning an aggressive international 

growth in property and specialty lines (marine, aviation).  

Gross written premiums increased 13.5% year over year. The combined ratio decreased 

by 120 bps to 91.5%. This figure is within the expected 91-93% range, with Everest 

adjusting guidance to the low 90s after obtaining price increases.  
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Risk 
Despite only making up 9% of all insurance claims, Florida makes up 79% of insurance 

litigation. Florida passed insurance reform that improves the regulatory environment by 

eliminating the burden on insurance companies of having to pay for legal fees even on 

cases in which it wins and allowing for mandatory arbitration clauses in contracts. This 

also created the FOR-AP (Florida Optional Reinsurance Assistance Program) for 

insurance companies, offering competitive rates.  

While pricing actions have thus far maintained profitability from reinsurance and primary 

insurance, there is still substantial underwriting risk taken on by Everest.  

The fixed-income portfolio does have $1.6 billion in unrealized losses. This is primarily 

due to non-issuer and non-industry specific credit environment coupled with interest 

rate increases. As interest rates increase, the value of bonds decreases. Everest reports 

it does not intend to realize any losses from the portfolio and that it expects to recover 

the cost basis as the securities mature.  

Outlook 
In the reinsurance area, there are significant tailwinds in pricing and client base. Deloitte 

estimates that there will be a 15% volume growth in reinsurance in 2024 alone. 

Reinsurance gross written premiums are expected to have an 8-12% 3-year CAGR.  

Insurance gross written premiums are expected to have an 18-22% 3-year-CAGR. Over 

the next 3 years, Everest will expand offerings internationally, significantly increasing 

https://www.faia.com/resources-(1)/legislative-summaries/legislative-summaries/2022a-special-session-legislative-summary/property-insurance/property-insurance-florida-optional-reinsurance-as
https://www2.deloitte.com/us/en/insights/industry/financial-services/financial-services-industry-outlooks/insurance-industry-outlook.html


 

5 
 

 

 
TraditionMent.com 

(850) 418-6182 

the client base. This expansion effort has caused an increase in operating expenses of 

around 20%, which Everest believes is now primarily behind them.  

Everest has $33.6 billion invested, primarily in fixed income, with an average timeframe 

of 2.9 years at an A+ rating. Roughly 22% of the portfolio is comprised of adjustable-

rate securities. The investment mix is expected to remain similar, with an expected 

return on investment of 3%.  

Overall, there are significant tailwinds for Everest. With the >13% targeted shareholder 

return, competent management, and robust market conditions, we believe that Everest 

is well positioned to grow its business, earnings, free cash flow, and dividend.  
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Peer Comparisons 
 

 

 

 

 

 

 

 
 

 

  

 
Everest 

Group (EG) 

RenaissanceRE 

(RNR) 

Reinsurance 

Group of 

America 

(RGA) 

Swiss 

Re 

(SSREY) 

Munich Re 

(MURGY) 

Price-to-Earnings 

(FWD) 
7.82 7.29 7.86 - 1.05 

Price-to-Sales 

(TTM) 
1.11 1.16 0.57 0.61 0.70 

Price-to-Book 

(TTM) 
1.50 1.52 1.22 2.32 1.77 

EBITDA Margin  11.46% 11.44% 7.44% 6.03% 5.94% 

Dividend Yield 1.86% 0.77% 2.37% 6.28% 3.30% 
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Disclaimer and Related Information 
 

This article or video features Benjamin C. Halliburton, CFA or an investment idea(s) that 

Mr. Halliburton or Tradition Investment Management, LLC (Tradition) may invest in. Mr. 

Halliburton is the founder and owner of Tradition Investment Management, LLC, a 

registered investment adviser. Tradition is doing business as (DBA) Building Benjamins 

in the publishing, email, and website space. All material on the website should be 

considered paid advertising by Tradition. This article is a financial publication and is 

provided for educational purposes only. It is not an investment recommendation nor 

investment advice. It does not take into account your personal circumstances and 

whether this investment is appropriate for you, your objectives, or your risk tolerance. 

Under no circumstance is Building Benjamins or Tradition Investment Management LLC 

responsible for any actions that you may take after reading this educational information. 

Nothing from Building Benjamins should be considered personal investment advice. 

Building Benjamins and Tradition Investment Management LLC, the website, emails, 

interviews, social media pages, and other materials are published by Building Benjamins 

and do not necessarily match the opinions of the individuals or companies published or 

quoted herein. Investing, particularly stock or ETF investing, is risky and may result in 

losses and sometimes loss of your entire investment. Stock investing has company-

specific operational risks like demand, competition, legal and regulatory, and broader 

financial market risks like liquidity, economic cycle, and government policy. You may 

lose money in any stock investment or other investments and are solely responsible for 

those decisions.  

Mr. Halliburton, Tradition Investment Management LLC, and/or the authors on this site 

may or may not have positions in the securities discussed in this educational report. 

Neither the author(s) nor Tradition Investment Management, LLC will knowingly trade 

ahead of any customer buy or sell resulting from this information. The information 

herein is shared as an educational endeavor. Mr. Halliburton, Tradition Investment 

Management LLC, and/or the authors on this site may transact in the security discussed 

at a later date, prior to, or without notification in this format. This is not investment 

advice but only a discussion of select investments for educational purposes. Building 

Benjamins is an investment website, blog, or newsletter, and the information contained 

cannot be reproduced, copied, or redistributed without the prior written authorization of 

Building Benjamins or Tradition Investment Management LLC. US copyright laws apply. 

We rely on information from sources we believe reliable, including the companies 

themselves, but cannot guarantee the accuracy of the information we provide. You rely 

on this information at your own risk and are responsible for the verification of the data. 


