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Swiss Re

e World economic resilience to fall in 2020; protection

gap hits $1.24tn: Swiss Re

The impact of the ongoing
COVID-19 pandemic is expect-
ed to drive an almost 20% re-
duction in global macroeco-
nomic resilience in 2020, while
the global protection gap (dis-
parity between economic and
insured losses) has hit a new
high of $1.24 trillion, accord-
ing to Swiss Re Institute.

In its latest annual resilience
indices, Swiss Re Institute
warns of a sharp fall in glob-
al resilience from the levels
seen last year as government
enforced  stimulus packages
exhaust the fiscal and mone-
tary buffers of countries_in all
corners of the world.

Despite a year-on-year-.im-
provement, the global econo-
my entered the ongoing/crisis
with less “shock-absorbing”
capacity than it did when en-
tering into the 2008:global fi-

nancial crisis. q! N

Swiss Re Institute’s Macroeco-
nomic Resilience Index (E-RI)
shows that for the world, a
score of 0.62 in 2019 repre-
sented an improvement on
the 0.61 for 2018. However,
this is predicted to fall by al-
most 20% to 0.50 in 2020.

The index shows that for ad-
vanced markets, the E-RI score
is projected to fall by around
24%, from 0.71 in 2019 to
0.54 in 2020, and for emerg-
ing markets by approximately
10%, from 0.52in 2019 to 0.47
in 2020.

Of course, stimulus packag-
es have been of huge impor-
tance and have softened the
economic impacts, but at the
same time, such measures
have depleted many coun-
tries’ fiscal and monetary re-
serves, leading to resilience
score declines.



According to Swiss Re, the
majority of buffers will be
largely depleted in most ad-
vanced economies, with the
UK, Japan and the U.S. expect-
ed to see the biggest impacts
to their fiscal buffers. On the
other side of the spectrum,
the report finds that Switzer-
land, Finland and Canada are
the three most resilient econ-
omies, while China’s score is
anticipated to remain largely
in-line with last year owing to
a rapid response to the out-
break.

Swiss Re’s Group Chief Econ-
omist, Jerome Jean Haegeli,
commented: “The fiscal and
monetary stimulus response
to COVID-19 was key to cush-
ioning the economic impact
of government-ordered lock-
downs.

“However, the reality of war-
time-like spending is that it
leaves much less room for
future policy manoeuvre.
What’s more, the key econom-
ic policy risk is that these tem-
porary government measures
are too challenging to unwind
and become permanent, leav-
ing economies dependent on
ongoing stimulus. A focus on
replenishing resilience by re-
instating fiscal and monetary
buffers, through structural re-
forms to improve long-term
growth prospects, will be crit-
ical.”

Additionally, the report
warns that insurance resil-
ience against mortality, health
spending and natural catastro-
phes weakened in 2019, with
the combined global protec-
tion gap for the three perils
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now standing at a new high of
$1.24 trillion.

Across the world, mortality re-
silience fell by the most, driv-
en mostly by a widening pro-
tection gap in the Asia-Pacific
region as China’s protection
gap swelled on the back of
burgeoning household debt.
In spite of some declines in
emerging markets, Swiss Re
says that health resilience was
stable, while the global health
protection gap widened by
over 5% to $588 billion.

While Swiss Re notes that the
lowest ranked of the three
perils was natural catastro-
phe resilience, the reinsurer
does expect that both health
and mortality protection gaps
will continue to widen as the
financial implications of the
pandemic continue to be felt
across the globe.

“The widening global protec-
tion gap is a huge opportu-
nity for insurers to fulfil their
mandate as risk absorbers
and improve societal resil-
ience. In times of crisis, house-
holds need risk protection.
Insurance is a key tool to help
households reduce their finan-
cial vulnerability in disruptive
environments,” said Haegeli.

The global protection gap is
seen as one of the re/insur-
ance industry’s greatest op-
portunities and challenges,
and the fact it continues to
grow is a stark reminder of the
need for affordable and ade-
quate insurance protection to
reach the world’s most vulner-
able.m

Source: Reinsurance News (ReinsuranceNe.ws) 26 Aug 2020

Jerome Jean Haegeli
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e Reinsurers to absorb large share of COVID losses:

Fitch

Analysts at Fitch Ratings be-
lieve that reinsurers are set
to absorb a large share of the
losses stemming from the
COVID-19 pandemic.

Fitch reported a 10.4 point in-
crease in the overall combined
ratio of the reinsurance sec-
tor over the first half of 2020,
which rose to an underwriting
loss at 101.8% from 91.4% in
the prior year.

This underwriting result in-
cludes 9.7 points of corona-
virus-related incurred losses
and 1.4 points of natural ca-
tastrophe and civil unrest loss-
es.

Of the four companies in
Fitch’s group to report coro-
navirus-related losses greater
than 10% of H1 earned premi-
um, three are in the reinsurer
segment.

These include Sirius Interna-
tional Insurance Group, Ltd.,
PartnerRe and AXIS Capital
Holdings Limited.

Fitch notes that performance
over the second half of the
year also remains uncertain
due to natural catastrophe
losses at the height of hurri-

cane season and potential for
further pandemic losses.

However, it acknowledged
that reinsurer business funda-
mentals have greatly improved
with recent substantial pricing
actions and a swing towards
more conservative terms and
conditions.

PartnerRe and AXIS were
the only companies in Fitch’s
group to post net written pre-
mium declines over the first
six months of 2020, at 14%
and 4%, respectively.

But notably, these companies
have been focusing on rein-
surance portfolio optimization
through non-renewals and de-
creased line sizes in an effort
to reduce volatility and im-
prove profitability.

Additionally, Fitch found that
the reinsurers were the only
segment to report higher un-
favorable reserve develop-
ment during the H1 period, in-
creasing the group combined
ratio by 1.1 points, up from 0.2
points in the prior year.

Reserve additions were par-
ticularly high at PartnerRe,
analysts said, leading to a 4.9
point increase in the compa-
ny’s combined ratio, partially
reflecting increases in casualty
claims severity from deterio-
ration in loss costs trends. m

Source: Reinsurance News (ReinsuranceNe.ws) 27 Aug 2020



Lloyd’s, the world’s leading
specialist insurance and rein-
surance market, announced
the creation of its newest
“syndicate in a box,” Syndicate
1796, set up to insure the stor-
age and transportation of a
COVID-19 vaccine once devel-
oped to emerging economies.

Syndicate 1796 has been de-
veloped by Parsyl, an insur-
ance technology company and
Lloyd’s Lab alumni, in close
partnership with Ascot as
managing agent, and in coop-
eration with AXAL XL, McGill
and Partners and Gavi, the
Vaccine Alliance. The Syndi-
cate forms the foundation of
the new Global Health Risk Fa-
cility (GHRF) at Lloyd’s, which
aims to provide comprehen-
sive insurance and risk miti-
gation services to support the
manufacturing and distribu-
tion of COVID-19 vaccine de-
velopment efforts. It aims to
start writing business from 1
October 2020.

In the GHRF, Syndicate 1796
will be backed by development
finance capital, allowing it to
share risks with leading car-
go syndicates, making better,
fairly priced cargo coverage
available. The GHRF will offer
‘All Risk’ cargo coverage for
transit and storage risks on all
global health products relat-
ed to COVID-19 and any oth-
er infectious disease control
and prevention programs. The
creation of a public-private
syndicate to address a global
health emergency is the first
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e Lloyd’s to create new specialised syndicate to insure transportation of COVID-19
vaccine to emerging economies

in Lloyd’s 330-year history.

Led by Ascot, the GHRF will
take a portfolio approach, fo-
cusing primarily on global dis-
tribution of products to low in-
come countries supported by
global public health agencies,
such as Gavi, the Global Fund
to Fight AIDS, TB and Malaria,
PEPFAR and UNICEF.

The GHRF will also offer cov-
erage via direct insurance or
reinsurance, for in-country
distribution risks to ensure
vaccines and other commodi-
ties are protected as they are
stored in central warehouses
and travel through health sys-
tems. Eligible insureds will in-
clude private manufacturers,
procurement agents, logis-
tics companies, Ministries of
Health and other public agen-
cies supporting the distribu-
tion of COVID-19 vaccines and
other lifesaving products to
low income countries. m

XPRIMM - 27 Jul 2020
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e Total Return Reinsurers Underperform Traditional Bermuda Reinsurers: AM Best

Steven M. Chirico

Source: Insurance Journal — 31 Aug 2020

Although total return reinsur-
ers, which like to take more risk
on the investment side of their
balance sheets than other re-
insurers, have the potential to
generate significantly higher
investment returns than tradi-
tional reinsurers, AM Best says

» the results of those it rates have
| thus far been volatile compared

to Bermuda reinsurers.

An AM Best special report ex-
plores the financial results of an
AM Best composite of five to-
tal return reinsurers that have
operated for at least five years,
comparing their results against

| those of the rating agency’s

long-standing Bermuda reinsur-
ance composite.

According to AM Best, total re-
turn reinsurers have overall sig-
nificantly underperformed the
reinsurers that comprise the
Bermuda composite, with an av-
erage five-year combined ratio
(2014-2019) of 111.2 for the to-
tal return composite compared
with 98.4 for the Bermuda com-
posite.

Several factors seem to be driv-
ing the underperformance of
the companies in the total re-
turn composite, AM Best says.
These include higher loss and
expense ratios, driven partly by
concentrations in medium-term
casualty lines and given the
companies’ relatively short ten-
ure compared with the Bermuda
reinsurers. Return on equity for
the total return composite has
been volatile and disappointing
as well, with a five-year average
of -0.3%

According to the report, all of
the total return reinsurers have
adjusted their investment allo-
cations, such that 20-50% of in-

vested assets now are allocated
to risk assets, a sea change from
the 80-90% seen in the total re-
turn model’s initial allocations.
The change could help diminish
volatility in investment results
and increase market acceptance,
given the claims-paying ability
invested in lower-volatility as-
sets, AM Best analysts believe.

Additionally, recent reinsurance
rate hardening could allow total
return reinsurers to deploy re-
cently freed capital from their in-
vestment reallocations to write
profitable reinsurance business.

“The long-term viability of the to-
tal return reinsurer model hinges
primarily on management’s abil-
ity to realize the theoretical re-
turns that can be generated by
effectively deploying capital and
taking risk on both sides of the
balance sheet,” said Steven M.
Chirico, director, AM Best.

AM Best said it has taken the
“uniqueness and relatively short
tenure of the total return mod-
el” into account in its Best’s
Credit Rating Methodology. Total
return reinsurers’ operating per-
formance has been less than op-
timal; however, balance sheets
are assessed as strong or very
strong in all cases, supported by
healthy Best’s Capital Adequacy
Ratio (BCAR) scores.

Although the investment envi-
ronment is “the wild card with
regard to the total return rein-
surers’ operating performance
and business profiles,” AM Best
said it believes that the hard-
ening pricing environment may
allow total return reinsurers to
“improve underwriting results
over the next few years, supple-
mented by the migration to high-
er-margin business.” m
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¢ JB Boda: To penetrate the East African agricultural
market

JB Boda Insurance & Reinsurance Brokers is looking for new op-
portunities in agricultural reinsurance in East Africa.

The company intends to develop its business through partner-
ships with local governments and private companies.

The Indian insurance&reinsurance broker has been operating
in several East African countries since 1990. The company also
hols multiple marketing offices in Egypt, Morocco, Nepal and Sri

Lanka. m

Atlas Magazine — 12 Aug 2020

10
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MAGHREB REGION

e Solid growth to continue for Maghreb insurance markets despite challenges, says

Best

The insurance markets of the
Maghreb region — Morocco,
Algeria and Tunisia — have
seen solid growth in the last
five years, above global mar-
ket averages, and that trend
is expected to persist, despite
the challenges of Covid-19
and the associated econom-
ic downtown, according to
AM Best. However, there are
numerous challenges in the
short- to medium-term, which
have the potential to limit the
region’s insurance expansion,
it added.

While the long-term prospects
of the insurance markets of
the Maghreb region are good,
political and economic pres-
sures, the population’s nega-
tive perception of insurance
and the evolving nature of
regulatory and governance
frameworks remain challeng-
es, together with the knock-on
effects of Covid-19, said the
ratings agency.

All three markets share the
characteristics of generally
high levels of competition and
market concentration, and in
each country, the five largest
insurers account for a sizeable
share of total business. Best
said that the combination of
low insurance penetration
levels, under-developed seg-
ments and the potential for
new product development,
when coupled with solid per-
formance fundamentals, cre-

ates profitable growth oppor-
tunities across the region.

Best pointed to the imminent

introduction in Morocco of
compulsory decennial insur- |

ance and construction covers
which it said should help the
development of property in-
surance. “With the region ex-
posed to various natural perils,
there is increasing awareness
at national levels of the need
for protection against cata-
strophic events. In AM Best’s
view, the introduction or
strengthening (depending on
the country) of national nat-
ural catastrophe protection
schemes can lead to signifi-
cant personal and commercial
property premium generation
and help close the insurance
protection gap arising from
such events,” said Best.

Capital requirements and sol-
vency calculations remain
largely unsophisticated across
the region, although Best said
it views measures currently
under consideration in Tuni-
sia and Algeria to raise abso-
lute levels of minimum capital
for insurers and reinsurers as
a first step towards fostering
a solid and stable market. It
added that this could pave the
way to regulators adopting a
more risk-based approach to
capital management, as is cur-
rently happening in Morocco.

‘ :
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Best explained that Morocco
is the region’s largest insur-
ance market and the second
largest in Africa, and is one of
the most liberalised insurance
markets in Africa, well-diver-
sified by line of business and
comprised of mainly private
sector insurers, with a good
representation of internation-
al players and freely set tariffs.
Algeria’s insurance market, on
the other hand, is at an earli-
er stage of development. Al-
though its insurance market is
among the largest in Africa by
premium volume, Algeria has
the lowest insurance penetra-
tion rate in the Maghreb re-
gion, and the largest number
of state-owned insurers in the
Maghreb.

Maghreb Insurance — Overview

Tunisia is the smallest insur-
ance market in the region, but
its premium income has de-
veloped faster than its neigh-
bours, with an average annual
premium growth rate of nearly
10% between 2014 and 2018.

Best concluded: “Further reg-
ulatory advances will help to
alleviate some of the struc-
tural issues holding back the
development of the Maghreb
insurance sector, foster im-
proved market practices, and
enhance the financial strength
of insurers operating in the
region. AM Best views the na-
tional reinsurers of the Magh-
reb as well-placed to continue
to support the development
of the local and regional insur-
ance markets.” m

Data as at August 21, 2020 Algeria Morocco  Tunisia
AM Best Country Risk Tier (CRT) CRT-5 CRT-4 CRT-5
Population (millions) 43 36 12
Gross Domestic Product (GDP)

-- Real GDP Growth 2019 (%) 0.7 22 1.0
-- GDP per Capita (USD) 2,867 3,04 3,266
Inflation Rate (%) 35 0.0 6.2
Cross Written Premium (CWR)

- GWP Growth 2018 in Local Currency (%) 2.7 6.0 8.4
- GWP 2018 (USD millions) 1,214 4,520 819
- GWP 2017 (USD millions) 1,218 4,358 902
Average GWP Growth Rate (2014-2018) (%) 4.0 8.6 9.8
Ranking - Insurance Market Size (2019)

-- Global 84 69 76
-- Africa 6 2 7
Number of Direct Insurers 2 22 21
Insurance Penetration (% of GDP) 0.7 39 22

Sources: €BESTUNKD Best's Financial Suite - Global , International Monetary Fund,
United Nations, Swiss Re Institute sigma 4/2020 - World insurance, Axco, AM Best data
and research
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Maghreb Insurance - Gross Written Premium by

Distribution Channel, 2017 (%)

Algeria Morocco Tunisia
Distribution Channel Combined Non-Life Life MNon-Life Life
Direct and In-House Agents 67 26 10 33 23
Brokers and General Agents 30 60 18 66 18
Bancassurance 4 12 72 1 52
Other 0 2 0 1 7

Sources: Ministére des Finances / Direction Générale du Trésor (Algeria),
Comité Général des Assurances, Axco

Maghreb Insurance - Gross Written Maghreb Insurance - Breakdown by Lines of
Premium, Life & Non-Life Split, 2018 Business, 2018
(%) (%)
100 100 MLife
1l Group Health & Workers' Compensation
80 —_— & M individual Health & Accident
Life M Other & Reinsurance
Ml Credit & Assistance
40 40 Wl Agriculture
HLife M Transport
20 20 M Property
Motor
0 0 =
Algeria  Morocco  Tunisia Algeria Morocco Tunisia
Sources: Conseil National des Assurances, Comiteé Note: Percentages may not add up to 100% due to rounding.
Général des Assurances, Fédération Tunisienne Sources: Conseil National des Assurances, Comité Général des
des Sociétés d'Assurances, Autorité de Contréle Assurances, Fédération Tunisienne des Sociétés d'Assurances,
des Assurances et de la Prévoyance Sociale Autorité de Contréle des Assurances et de la Prévoyance Sociale

Maghreb Insurance - Life and Non-life Gross Written Premium
Development 2013-2018

(Index)
Tunisia Life
220
Morocco Life
200
Algeria Life
180
160
Tunisia Non-Life
140
120 Morocco Non-Life
Algeria Non-Life
100
2013 2014 2015 2016 2017 2018

Sources: Conseill National des Assurances, Comité Général des Assurances, Fédération Tunisienne des Sociétés
d'Assurances, Autorité de Contrdle des Assurances et de la Prévoyance Sociale

Maghreb Reinsurers — AM Best-Rated Entities Ratings as of August 21, 2020

Best's

Long-

Term Best's

Issuer Fimancial Best's Best's

Credit Strength IIFS';& ::I:sl;& Rating

Rating Rating Effective
AMB # Company Name Country (ICR) (FSR) Action  Outlood Date
90777 Compagnie Centrale de Réassurance Algeria bbb- B+ Affirmed Stable 12-Sep-19
84052 Société Centrale de Réassurance Morocco bbb B++ Affirmed Stable 27-Nowv-19
83349 Société Tunisienne de Réassurance  Tunisia bbb- B+ Affirmed Stable 15-Jul-20

Source: CossTONK»  Best's Financial Suite - Global , AM Best data and research

Sources: - A.M Best Special Report : “The Maghreb: One Region, Three Unique Insurance Markets” - 25 Aug 2020
- Commercial Risk Online - 28 Aug 2020




FAIR Review (Issue No. 185 e Sep. 2020)

DR of
CONGO

e Rawsur Life and FINCA
launch two new life insur-

ance products

In partnership with the Congo-
lese microfinance institution
FINCA, Rawsur Life is launch-
ing two life insurance prod-
ucts.

The first product, known as
“Outstanding balance”, covers
the creditor in case of death of
the insured before the loan is
due.

The second product, “Kimia
Famille”, covers the funer-
al expenses in the event of
the death of the insured or a
member of their family. m

Atlas Magazine — 28 Aug 2020

EGYPT

e Egyptian insurers to
break into the MSMEs
market

The Insurance Federation of
Egypt (IFE) has published a
study on the challenges facing
the penetration of insurance
in the micro, small and medi-
um enterprises (MSME) sec-
tor.

The report highlights the need
for compulsory coverage and
recommends the regulariza-
tion of the informal sector. The
number of micro-enterprises
and SMEs was estimated at
3.65 million in 2017-2018.

Nearly 55% of these operators
work in the informal sector
and do not benefit from any
insurance nor social security.m

Atlas Magazine — 30 Jul 2020

e Insurance market pre-
dicted to see 15-20% de-
crease in premiums in
FY21

Premiums in Egypt’s insurance
sector are expected to decline
by 15-20% in the financial year
ending 30 June 2021 (FY21)
due to the coronavirus pan-
demic, according to a senior
industry official.

Mr Alaa El Zoheiry, chairman of
Insurance Federation of Egypt,
said that COVID-19 has nega-
tively affected some insurance
branches. Travel and aviation
insurance business have been
severely affected as a result of
the interruption of air traffic,
while motor insurance was hit
by the authorities suspending
the issuance of new registra-
tions during the lockdown pe-
riod, according to a report by
Amwal Al Ghad.

He noted though some posi-
tive effects from the pandem-
ic, including a 50% reduction
in supplementary motor com-
pensation as well as a 20% fall
in medical insurance compen-
sation.

He added that 79% of medi-
cal insurers in Egypt provide
complete coverage for COV-
ID-19-related medical treat-
ment while the remaining 21%
cover only the cost of corona-
virus tests.



In an interview with Amwal Al
Ghad published last month,
Mr Reda Abdel Moaty, FRA
vice chairman, said that total
premiums estimated for the
insurance sector for FY20 were
EGP33.7bn ($2.1bn), distrib-
uted between EGP18.5bn for
P&C business and EGP15.2bn
for life insurance.

In comparison, the total mar-
ket portfolio reached about
EGP35.2bn for FY19. The rea-
son for the 4.3% decline in
FY20 was due to economic im-
pact from the pandemic. =

Source: Middle East Insurance review (MEIR) —6 Aug 2020
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e Insurers’ association
outlines tasks of pro-

posed Nat CAT pool

The Insurance Federation of
Egypt has said that it is work-
ing on completing a study on
the establishment of a Nat CAT
insurance pool which would
contribute to increasing the
current capacity of insurance
companies operating in the
Egyptian market, to cope with
natural disasters.

One of the objectives of the
natural risk insurance group is
to mitigate losses that might
be made by member compa-
nies arising from natural ca-
tastrophes, reported Al Mal.

Among the objectives of the
group is to increase negotiat-
ing power for appropriate re-
insurance cover.

Each member insurance com-
pany which participates in the
consortium will build effective
systems for managing nat-

ural perils and assisting
in setting conditions and
technical bases for proper
subscription.

Pool members can also help
prepare maps and statistical
data on natural catastrophes
in Egypt and the risks insured
by member companies. m

Source: Middle East Insurance review (MEIR) — 17 Aug 2020
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e M&As and govt projects among factors that will drive insurance

)

market growth

KENYA RE
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Jadiah Mwaania
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The Kenyan insurance market
should expect growth due to
the mergers and acquisitions
in the industry as well as big
government infrastructure
projects being undertaken,
says Mr Jadiah Mwarania, the
managing director of the Ken-
ya Reinsurance Corporation
in an article on the website of
Kenya Broadcasting Corpora-
tion.

The recent Kenya Commercial
Bank acquisition of the Nation-
al Bank of Kenya, the merger
of Commercial Bank of Africa
and National Industrial Cred-
it (NIC) Bank, the proposed
construction of Mombasa Is-
land-Likoni mainland connect-
ing bridge, and the Mombasa
— Nairobi express highway are
indicators of positive market
opportunities for the insur-
ance industry.

include the

Other projects

Lamu Port-South Sudan-Ethi-
opia-Transport (LAPSSET) Cor-
ridor project, the oil drilling in
Turkana and the special eco-
nomic zones being established
across the country, he added.

Many reinsurers, however, are
focusing on the short term
challenges of soft rates and
low investment returns. But
with limited growth in tradi-
tional markets and a range of
disruptive new threats on the
horizon, Mr Mwarania ques-
tions whether there should be
time for a more radical rethink
of how to shape for the future.
Reinsurers should focus on
their clients’ needs in order
to have the greatest chance
of securing and retaining busi-
ness. As customer expecta-
tions and sources of capacity
continue to evolve, the market
is going to demand more cre-
ative, targeted and specialised
solutions from their reinsurer.




Insurance entities will need
to focus on risk insight and in-
novation to break away from
competitors. Reinsurers must
compete on more than just
the pricing aspect. There is
need to capitalise on inter-
nal expertise to get closer to
clients and understand their
needs.

Insurers should work togeth-
er with the local reinsurers to
propel the industry as a whole
to be better and more fruitful
despite the ongoing pandem-
ic.

While there is a rising interest
to explore different policies,
people will look for more ba-
sic types of products due to
financial constraints because
of the pandemic. This means
that post COVID-19, there is
likely to be a hybrid purchas-
ing mode, where consumers
continue to trust reliable, ac-
cessible and knowledgeable
insurance agents while seek-
ing online options.

Post COVID-19, a speeding up
of firming is expected due to
uncertainty of potential loss,
restricted capital inflows as a
result of financial market con-
ditions and reinsurance total
risk profile concerns. The rein-
surance market should heavily
focus on treaty exclusions re-
lated to the pandemic as well
as other contracts features
that increase risk to insurers.m

Source: Middle East Insurance review (MEIR) - 31 Aug 2020
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LIBERIA

e Establishment of an
insurance commission in
Liberia

Saye D. Gbalazeh, CEO of Ac-
tiva International Insurance,
has suggested the creation of
an insurance commission. The
new law should therefore dis-
sociate the insurance sector
from the Central Bank of Libe-
ria.

S. D. Gbalazeh considers that
the commission should have
the status of an autonomous
agency managed by experts.

The latter shall issue licenses
to all stakeholders in the sec-
tor, supervise them, enforce
laws and regulations and ap-
ply regulatory sanctions in
case of operations in breach
of legislation. m

Atlas Magazine — 29 Jun 2020

e Equity Assurance be-

comes Sunu

As a logical follow-up to the
acquisition of a 63% share in
Equity Assurance Limited by
the SUNU group at the begin-
ning of the current year, the Li-
berian insurance company will
change its name to become
Sunu-Liberia Limited at the
end of July 2018.

As areminder, the SUNU group
is one of the main insurers in
the CIMA zone.m

Atlas Magazine — 6 Jul 2020
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¢ Cloud over insurance market reaching targeted premium level

Mayowa Adeduro

NIGERIAN INSURERS ASSOCIATION
withe trode anodation of msurance and relnsurance o ni

Insurance executives have ex-
pressed doubt over the reali-
sation of the federal govern-
ment’s aim for the insurance
sector to achieve NGN1tn
(52.6bn) in premium income
in the current financial year.
This springs from challenges
facing the economy, espe-
cially the insurance industry.
With compulsory insurances
virtually non-existent, opera-
tors feel that the likelihood of
meeting the target is remote,
reported The Guardian.

At the Nigeria Insurance Sum-
mit in December 2014, the
government said it planned to
grow the sector’s premiums to
NGN1tn in 2017, and NGN5tn
in 10 years. At the time of the
summit, the industry report-
ed annual premiums of NGN-
300bn.

The target appears ambitious
because the Nigerian Insurers
Association (NIA), revealed the
volume of business written by
the industry rose to only NG-
N490bn in 2019, a 15.55%

increase over NGN413.8bn in
2018.

Stakeholders say that low
penetration and racketeering
activities remain major hin-
drances to the realisation of
the NGN1tn target.
Nonetheless, they say that
business could increase if the
government enforced com-
pulsory insurance policies and
increased awareness of insur-
ance among the public.
Mayowa Adeduro, managing
director of Law Union & Rock
Insurance, says that the plan
cannot be achieved because
it remains a plan without the
necessary structural, legal and
regulatory alignment needed.
“Nothing has changed outside
the paper; the industry struc-
ture remains the same; the In-
surance Act and NAICOM Act
remains the same and no ex-
ecutive order was pronounced
to give teeth to the vision. Sev-
en years after, we have barely
added NGN150bn to the fig-
ure then.” m

Source: Middle East Insurance review (MEIR) - 17 Aug 2020
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¢ Recapitalization dead-
line extended for Nigeri-
an insurers and reinsur-
ers

Due to Coronavirus, the Na-
tional Insurance Commission
(NAICOM) is to extend recap-
italization deadline for Nigeri-
an insurers and reinsurers.

Primarily set for June 2020,
the deadline is extended to
30 September 2021. Howev-
er, insurance companies are
expected to hold 50% of the
capital set by the regulator by
31 December 2020.

It is expected that by the end
of June 2020, reinsurers will
have to increase their capital
to 60% of the required ceiling
set at the end of September
2021.

It is noteworthy that NAICOM
will be restricting the scope
of activity of companies that
do not comply with these re-
quirements by the end of De-
cember 2020. =

Atlas Magazine — 29 Jun 2020

e Sanlam acquires FBN
Insurance

FBN Holdings, a Nigerian fi-
nancial group, sold its entire
stake of 65% in FBN Insurance,
to Sanlam Emerging Markets.

The latter previously held 35%
of the Nigerian company. This
operation enables the South
African insurer to take full
ownership of FBN Insurance
and its subsidiary FBN General
Insurance. The amount of the
transaction was not disclosed.
|

Atlas Magazine — 10 Jun 2020
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New requirements set by NAICOM

Minimum available capital

Minimum required capital by

€ Sanlam

Minimum required capital

in June 2020 31 December 2020 by 30 September 2021
Class of business
In million
uUsD
Life 2 5,15 4 10,31 8 20,61
Non-life 3 7,73 5 12,88 10 25,77
Composite 5 12,88 g 23,19 18 46,38
Reinsurance 10 25,77 12 30,92 20 51,53
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lain Williamson

SOUTH AFRICA

e Old Mutual’s profit plunge may hit 72%

JOHANNESBURG -

Insurance giant Old Mutual
that it expected its earnings to
plunge up to 72 percent dur-
ing the six months to June on
a fall in business volumes and
impairments due to the Cov-
id-19 pandemic.

The 175 year-old group told
investors that the significant
deterioration in the operating
environment during the six
months to June compared to a
year earlier had hurt its earn-
ings.

Adjusted headline earnings
for the six months ended
June would likely plummet
by as much as 72 percent
to between R1.4 billion and
R1.98bn from R5.21bn a year
earlier.

“The notable decrease in
the gross domestic product
growth for South Africa and
increased uncertainty around
future cash flow projections is
expected to result in the rec-
ognition of material impair-
ments in respect of the car-
rying value of our investment
in Nedbank and the goodW|II

and lack of access to custom-
ers’ homes, work sites and
branches.

“Although lockdown restric-
tions have been eased, and
economic activity has some-
what resumed, sales levels re-
main below prior-year levels.
This impact was most severe
in the Mass and Foundation
Cluster, where sales volumes
were too low to cover the
largely fixed initial expenses
and this resulted in negative
Value of New Business for the
first half of 2020 for this seg-
ment,” said Williamson. He
said there had been a spike in
business interruption claims
in Old Mutual Insure during
the second quarter. “We also
made a decision to offer com-
mercial settlements to certain
qualifying small, medium and
micro enterprise customers,”
said Williamson.

Last month, Old Mutual com-
petitor Santam, South Africa’s
biggest short-term insurer,
said it would pay up to R1bnin
urgent relief to policyholders
in the hospitality, leisure and
non-essential retail services
industries who had the Con-
tingent Business Interruption
extension in their policy cover-
age with the company. The re-
lief payments, which were as a
result of Santam’s proposal to

. the regulators, aimed at find-




Santam faced a litany of urgent
court applications for flouting
the regulator’s warning and
refusing to pay out valid Cov-
id-19 business interruption
claims.

Williamson said while uncer-
tainty around the Covid-19
pandemic remained, Old Mu-
tual had raised short-term pro-
visions in anticipation of wors-
ening mortality, morbidity and
persistency experience in the
second half of 2020. “These
reserves are intended to al-
low for expected short-term
variances to our long-term as-
sumptions,” said Williamson.m

Source: Independent Online, popularly — 25 Aug 2020

e Santam pays over
R500m in business inter-
ruption insurance pay-
ments

The business interruption
claims that were initially re-
jected by Santam and other
insurers in South Africa are
being paid now. The insur-
ers were initially reluctant to
honour the policies because
in their view the damage was
caused by government’s lock-
down and not the actual pan-
demic.

More business interruption
insurance clients have now
received some form of relief.
The country’s largest short-
term insurer, Santam, has fi-
nally paid out over R500m in
relief payments months after
claims were lodged by policy-
holders hard hit by the COV-
ID-19 lockdown.

Following an agreement with
regulators in July, Santam have

committed to pay out up to
R1bninrelief to some business
interruption clients. The finan-
cial services company had so
far made relief payments to
over 1,300 policyholders who
had contingent business inter-
ruption cover.

Many of these policyholders
are the small and medium
businesses operating in the
tourism and hospitality sec-
tors severely affected by the
pandemic.

Santam said the average time
between receiving the neces-
sary documentation and pay-
ment was less than five days.
These relief payments were
set at a minimum of R25,000
and a maximum of R1.5m.

Santam CEO Lizé Lambrechts
said, “Relief payments are set
at a minimum of R25,000 and
a maximum of R1.5m for indi-
vidual contingent business in-
terruption policyholders. We
have made it clear that we will
not make the process of claim-
ing the relief too onerous for
its qualifying clients and will
rather focus on swift payment
of the relief to the most im-
pacted industries.”

It is an interim measure, while
insurers sought legal certain-
ty in court. Another insurer,
Guardrisk, took a different
route and was settling valid
business interruption claims
as a result of the coronavirus
pandemic. =m

Source: Independent Online, popularly — 30 Jul 2020
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e Uganda Insurance Mar-
ket: 2019 results

The Ugandan insurance mar-
ket recorded an increase of
13.2% in premiums in 2019.
According to the report issued
by the supervisory authority
(IRA), written premiums have
increased from 859.80 billion
UGX (230 million USD) at the
end of 2018 to 973.58 billion
UGX (261 million USD) at the
end of 2019.

This growth is attributed to
the non-life class, which alone
generated 622 billion UGX
(168.6 million USD) in premi-
umsin 2019.

However, the IRA forecasts
a decrease of about 50% in
premiums during the second
quarter of 2020, as insurance
underwritings have signifi-
cantly decreased due to the
pandemic. The market will
also be impacted by low in-
vestment rates in public infra-
structure.

Finally, it should be noted that
the current fiscal year will also
record a decrease in travel and
marine insurance underwrit-
ings. m

Atlas Magazine — 2 Jul 2020

e Uganda Re: Results
2019

Uganda Reinsurance Com-
pany (Uganda Re) recorded
a turnover increase of 50.7%
for the year 2019. Premiums
rose from 33.5 billion UGX
(8.96 million USD) in 2018 to
50.5 billion UGX (13.69 million
USD) twelve months later.

The net result amounted to
5.55 billion UGX (1.5 million
USD), an increase of 8.4%
compared to the 5.12 billion
UGX (1.37 million USD) re-
corded on 31 December 2018.

The technical result down-
graded by 63% was set at 1.36
billion UGX (370,000 USD). In
contrast, the investment in-
come increased by 20% and
was established at 5.66 billion
UGX (1.53 million USD). m

Atlas Magazine — 25 Aug 2020
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ZIMBABWE

e Zimre Holdings says im-
pact of COVID-19 is mild

on its operations

Diversified insurance group,
Zimre Holdings, is looking at
leveraging its regional opera-
tions and service delivery as
one of its strategies for post
COVID-19 recovery.

The pandemic has caused tur-
moil as a result of disruptions
to production and trade due
to lockdowns as countries
closed their borders to limit
the spread of the disease.

“The impact of the COVID-19
pandemic on group perfor-
mance is expected to be mild
given the different respons-
es to contain the disease and
stimulate economic recovery
in each country where the
group has operations,” said
the company in a trading up-
date for the first quarter of the
current financial year.

For Zimre Holdings, its finan-
cial strength and regional op-
erations are expected to work
to its advantage, reported The
Herald. The group has opera-
tions in Mozambique, Botswa-
na, Malawi and Zambia which
should help offset the effects
of COVID-19.

All the strategic group busi-
ness units traded positively
in the first quarter with com-
prehensive income closing the
period at $72m representing
a growth of 453% year on
year. Zimre Holdings will also
focus on cost management

accompanied by revenue en-
hancement measures, to en-
sure moderate profitability is
achieved in 2020. m

Source: Middle East Insurance review (MEIR) — 31 Aug 2020

e Deal reached to lead to
restructuring of holdings

in reinsurance companies
Zimbabwe-based First Mutual
Holding Limited (FMHL) has
reached a deal with Aleyo Cap-
ital, a Botswana based com-
pany for the latter to acquire
a 29.1% stake in the financial
services group.

FMHL is said to have struck
the deal with Aleyo Capital in
a bid to raise capital and as a
part of a restructuring exer-
cise, according to local media
reports.

According to a report in Pin-
dula News, a circular by First
Mutual about the deal reads
in part:

“The transaction is pursuant
to a capital raising exercise
undertaken by FMHL for its re-
insurance businesses to house
capital in a stable economy;, in
Botswana. The capital raised
will be utilised to capitalise
FMRE Zimbabwe and FMRE
Botswana, and to further
boost the subsidiaries’ solven-
cy, liquidity and other techni-
cal considerations to support
expansion.”

The deal is subject to share-
holder approval. Under it,
First Mutual will have a sub-
sidiary First Mutual Reinsur-

FAIR Review (Issue No. 185 e Sep. 2020)

ZIMRE HOLDINGS LIMITED
Security Growth and Profitability

FIRST MUTUAL

HOLDINGS LIMITED

ance Holdings Limited (FM-
RHL) in Botswana, which will
in turn be the parent company
of FMRE Zimbabwe and FMRE
Property and Casualty which is
in Botswana.

According to the website of
First Mutual Holdings, this fi-
nancial services group offers
services in risk management,
wealth creation and wealth
management in the insurance
sector. The company has been
in operation for over a centu-
ry in the field of short-term
insurance, short-term reas-
surance, life assurance and
long-term re-insurance. It has
a property management and
development division and of-
fers an actuarial consultancy
service. Its main subsidiaries
include: First Mutual Life, First
Mutual Properties, First Mu-
tual Health, Tristar Insurance
Company, First Mutual Wealth
Management, First Mutual Re-
insurance and FMRE Property
& Casualty (Botswana). The
group’s head office is in Hara-

re. m
Source: Middle East Insurance review (MEIR) - 31 Aug 2020
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e Asia’s life players battle low rates and Covid volatil-

ity

Asia’s life firms have faced a
host of challenges as a result
of the pandemic, but the col-
lapse in bond yields might be
the toughest.

Even before Covid-19, returns
on government bonds had
declined sharply. The 10-year
Thai government vyield, for ex-
ample, fell almost 100 basis
points last year, ending 2019
at 1.5%.

“Just when they thought
things couldn’t get any lower,
yield curves have had a big
jolt from the economic chal-
lenges around Covid.” ‘ul
Sinnott, Milliman i

b
This year, the Bank of Thai-
land has cut its policy rate to
0.5% through a successiol
quarter-point cuts in Febr
March and May — and cen
banks have responded simila
ly across most of the r
dragglng down bond

“Just when they thought
things couldn’t get any lower,
yield curves have had a big jolt
from the economic challeng-
es around Covid,” says Paul
Sinnott, a principal and con-
sulting actuary at Milliman in
Hong Kong.

Sinnott added: “That’s caused
significant challenges man-
aging in-force block of busi-
ness, particularly for many of
the traditional portfolios with
guarantees where premiums
keep coming in, but it’s also
making it increasingly difficult
to price new savings-oriented

PauI S no
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Embedded value

Although Asian markets had
been affected by volatility in
2019, many of the region’s
life insurers ended the year
in a strong position, with to-
tal reported Asian embedded
value (EV) growing by 11.1%
to USS$816 billion, up from
USS734 billion in 2018, ac-
cording to Milliman’s EV re-
port.

China Life, Ping An Life and
AlA reported the biggest EV in
the region at US$135 billion,
USS$109 billion and USS$62 bil-
lion, respectively.

“We saw very strong signs of
recovery in new business sales
from our markets as contain-
ment measures were eased.”
Yuan Siong, AIA

Adjusted net worth was posi-
tive for all markets except Ja-
pan, with Taiwan posting the
biggest percentage growth of
53%, followed by Hong Kong
at 27%, while Japan reported
a fall of 2%, mainly due to a
decrease in unrealised gains
on domestic securities.

The value of in-force business
grew in all markets except Ja-
pan, Korea and Taiwan, large-
ly as a result of falling invest-
ment assumptions.

Covid-19 was not fully reflect-
ed in the year-end results in
any markets, even where the
reporting date was March 31,
providing a useful baseline for
the pre-pandemic market situ-
ation.

2020
Half-year 2020 results from
some of the regional insurers

give an indication of how se-
riously the pandemic is affect-
ing Asia’s life markets.

AlA’s overall EV fell by 3.9%
during the first six months
of the year, after almost 10%
growth in 2019, with signif-
icant declines in Thailand
(-14%), Hong Kong (-6%) and
Singapore (-7%). AlA’s EV in
mainland China, however,
grew by 10% and the company
says that business is already
starting to bounce back else-
where.

“We saw very strong signs of
recovery in new business sales
from our markets as contain-
ment measures were eased,”
said Lee Yuan Siong, who be-
came AlA’s group chief execu-
tive and president in June.

But Covid-19 clearly took a sig-
nificant toll on the first-half re-
sults. Hong Kong experienced
the biggest drop in new busi-
ness, with AlA reporting a 68%
decline compared to the same
period in 2019, while Malaysia
was down 38% and Singapore
27%.

“The industry has been using
the pandemic in marketing
campaigns to raise awareness
of life and health protection to
generate more demand from
consumers.” Paul Sinnott, Mil-
liman

Prudential also saw the biggest
effect in Hong Kong, where
new business premiums were
down by 64%. Its overall EV,
which includes the US opera-
tions, was down by 10.5%.

“We have delivered a resilient
performance in the first half,
despite a challenging new



business sales environment,
which is likely to persist for the
rest of the year, and further
falls in interest rates,” said
Mike Wells, Prudential’s group
chief executive.

Regulations

With such difficult conditions,
some life firms in the region
are asking regulators for un-
derstanding.

The low yields in Thailand, for
example, have led some play-
ers to ask the Office of the In-
surance Commission (OIC) to
review risk charges under the
revised risk-based capital re-
gime introduced at the end of
2019.

With global IFRS 17 imple-
mentation already delayed to
2023, and even later in some
markets, such as Taiwan, it
remains to be seen if the pan-
demic will challenge the time-
table further.

As far as the pandemic is con-
cerned, there is light at the
end of the tunnel as restric-
tions ease and even some po-
tential upside for the market
in the form of greater penetra-
tion in response to the health
crisis.

“There have been some pos-
itives,” says Sinnott. “The in-
dustry has been using the pan-
demic in marketing campaigns
to raise awareness of life and
health protection to generate
more demand from consum-
ers.”

Clearly 2020 is going to be a
tough year for the life sector,
but it could also serve as a
turning point, with protection
becoming more valued than
savings. m

Source: InsuranceAsia News — 1 Sep 2020

e Despite Covid, Asia’s
Reinsurers Target
Growth

Asia’s market players are well
positioned to seize growth
opportunities in the region as
the coronauvirus crisis recedes.
While reinsurers in Europe and
the US have amassed billions
of dollars of pandemic-relat-
ed claims during the first half,
Asian reinsurance books have
escaped largely unscathed and
remain strongly capitalised.

“The pandemic may affect
claims development, but we
have not yet seen widespread,
significant pandemic-related
losses for Asian reinsurers,”
said Siew Wai Wan, an ana-
lyst at Fitch Ratings. “The tight
measures to curb the spread
of Covid-19 likely helped to
limit the possibility of a sharp
spike in related claims.”

In Asia, slowing demand as
a result of underlying weak
economic growth is a bigger
concern than pandemic loss-
es, but even this is a lesser is-
sue relative to the rest of the
world.

Underscoring the opportunity
in Asian reinsurance, Ageas
announced (August 27) that
it had agreed a deal to buy
a 25% stake in Taiping Re for
USS$400 million.

“This transaction offers Ageas
a unique opportunity to enter
the Asian reinsurance market
and to benefit from its strong
potential,” said Bart De Smet,
chief executive of Ageas.

FAIR Review (Issue No. 185 e Sep. 2020)
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Loss development

In China, Indonesia and Thai-
land, says Fitch, reinsurers’ av-
erage solvency ratios are well
above regulatory minimums
at more than 300%, which
should provide a healthy buff-
er against a rise in pandem-
ic-related losses.

However, any significant
claims development is unlikely
at this point. In markets across
the region, the cost of treating
infected individuals is either
covered by public insurance
funds or offered for free by
public-sector hospitals, while
the limited amount of busi-
ness interruption business
sold in Asia usually excludes
contagious diseases.

This is in stark contrast to the
loss experience elsewhere.
The top global reinsurers re-
ported USS7.6 billion of pan-
demic-related non-life claims
during the first six months of
2020, according to Moody’s,
which added 10 percentage
points to their average com-
bined ratio. And there was an
additional USS1 billion in life
losses.

With significant restrictions
still in place in many parts of
the US and Europe, global re-
insurers remain unsure about
the full extent of losses they
may face. Swiss Re has indi-
cated that Covid-related loss-
es could total between USS50
billion and USS80 billion
worldwide.

“Price increases in recent poli-
cy renewals are in the mid-to-
high single digits on average,

and significantly higher natu-
ral catastrophe-exposed busi-
ness in the US and Asia Pacif-
ic.” Christian Badorff, Moody’s

In Asia, slowing demand as
a result of underlying weak
economic growth is a bigger
concern than pandemic loss-
es, but even this is a lesser is-
sue relative to the rest of the
world. UK economic growth
slumped by a fifth in the sec-
ond quarter, marking its worst
recession on record, while US
growth was down by more
than 30%, its biggest ever
quarterly fall.

This is reflected in results.
Moody’s sample of the world’s
biggest reinsurers, for exam-
ple, reported an 89% fall in
net income during the first
half — down to USS1.7 billion
from USS16 billion in the same
period of 2019.

Challenges

Growth has been much more
robust in some key Asian mar-
kets — China reported that its
economy grew by 3.2% dur-
ing the second quarter, while
India expanded at 4.5%. But
South-East Asian countries
are hurting. Thailand’s tour-
ism-dependent economy con-
tracted by 12%, Indonesia by
5% and Malaysia by 17%.



This is bound to affect demand
for reinsurance coverage, but
at least pricing is moving in
the right direction. Asian rein-
surers’ premiums are estimat-
ed to have risen by more than
10% on average in 2019 and
that pricing trend has contin-
ued into this year for market
players worldwide, even in
lines that have not been af-
fected by losses.

China’s Greater Bay Area, for
example, has an economy
that is forecast to triple over
the next decade to US$4 tril-
lion and sits in the path of fre-
quent typhoons.

“Price increases in recent pol-
icy renewals are in the mid-
to-high single digits on aver-
age, and significantly higher
natural catastrophe-exposed
business in the US and Asia
Pacific,” according to Moody’s
analyst Christian Badorff.

It remains to be seen if this will
translate into better risk-ad-
justed returns, particularly
given low investment returns.
Catastrophe losses are also a
worry. Asia accounted for the
world’s biggest share of eco-
nomic losses from catastro-
phes in 2019 at USS$S66 billion,
or 45% of the global total.
And protectionist policies that
mandate domestic cessions
in countries such as India and
Indonesia mean that more of
these risks are being retained
domestically.

Opportunity knocks

Asia’s under-penetrated insur-
ance markets still offer plenty
of growth potential. In par-
ticular, the continued focus on

developing ILS in Hong Kong
and Singapore should help to
attract additional capacity to
the region.

China’s Greater Bay Area, for
example, has an economy
that is forecast to triple over
the next decade to USS4 tril-
lion and sits in the path of fre-
guent typhoons. Sophisticated
models already exist and Hong
Kong clearly has a well-devel-
oped capital markets commu-
nity. Expanding the ILS market
to capitalise on such potential
will expand reinsurers’ capac-
ity and diversify their sources
of capital, says Fitch.

Uncertainty might still domi-
nate the outlook, but there is
plenty of potential for Asian
reinsurers to emerge from this
crisis in good health. m

Source: Insurance Asia News — 28 Aug 2020
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¢ ARIG shareholders say YES to cessation of reinsurance business

Third party firm may carry out ‘run-off’ of existing ARIG portfolio

arig

The extraordinary general
meeting (EGM) of the share-
holders of Arab Insurance
Group (ARIG) on Thursday (Au-
gust 13) decided to cease writ-
ing further reinsurance busi-
ness.

The EGM authorised the board
to carry out an orderly run-off
of the existing portfolio inter-
nally or by appointing a third
party to carry out the run-off.

Alternatively, the company has
decided to explore the pos-
sibility of finding a buyer to
take over the company. “The
board has been given the au-
thority to pursue all possible
ways to preserve and enhance
shareholder value,” a company
statement said.

Runoff insurance protects the
third party or the acquiring
company from legal claims
made against the company
being acquired (here Arig) or
a company that has merged
or ceased operations. A run-
off policy applies for a certain
period after the policy is active
acting as a claims-made policy
rather than an occurrence pol-

icy.

Board decision on cessation
The board of directors of Arab
Insurance Group (Arig) had de-
cided to cease its underwriting
activities in its meeting in last
May itself.

Founded in 1980, Arig’s share-

holders involve the Emirati,
Libyan and Kuwaiti govern-
ments along with other private
investors.

The Bahrain based Arig slipped
into the red with a loss $3.62
million for the first half ending
June 2020, against $9.54 mil-
lion profit a year earlier.

The insurance giant reported
a steep decline in gross writ-
ten premiums, which went
into negative, at $12.61 mil-
lion against $171.74 million for
first-half 2019, which impacted
the bottom line hard. The total
assets have fallen from $1.036
billion as of December 2019 to
$888.82 million as of June 30,
2020

The board in its meeting held
on May 13, resolved to rec-
ommend to the shareholders
the cessation of the company’s
underwriting activities. The
Central Bank of Bahrain (CBB)
was informed of the board’s
decision and an EGM had been
scheduled on August 13, to dis-
cuss and decide on the board’s
recommendation.

GCC reinsurance market

The reinsurance market across
the GCC has been showing a
state of hardening especially
in property and engineering
segments in the recent past.
This is also in view of the fact
that several regional reinsurers
have closed their shops in the
past more than two years. =

Source: Business Benchmark News — 16 Aug 2020



CHINA

e China’s insurance
growth to be strongest

worldwide in 2020: Swiss
Re

Thanks to China’s effective-
ness in implementing meas-
ures to help its economy re-
bound from the wide-ranging
impacts of COVID-19, Swiss Re
expects the country’s insur-
ance industry growth to be the

strongest worl 020.
Furthe reinsurer
se th in

Acco C yis from a
Swiss Re Institute report, Chi
na’s insurance industry i
forming robustly, with premi-

um growth returning quickly
to its pre-pandemic trend rate.

Health insurance maintained
a 20% growth rate in the first
half of the year as demand
surged while the transition to
online distribution channels
for insurance products also
continued at pace.

Swiss Re analysts expect the
industry to benefit from the
economic recovery due to a
combination of strong regu-
latory support and rising con-
sumer risk awareness.

The insurance regulator has
issued new guidelines to sup-
port insurers that include
targeting 80% digitalization
of certain P&C lines by 2022
to promote online insurance
business.

There have also been moves
to raise the upper limit of the
equity allocation in qualified
insurers’ asset portfolios to
45% from 30% to help miti-
gate the impact of low interest
rates.

Additionally, there’s been a
focus on promoting the devel-
opment of reinsurance busi-
ness, particularly by encourag-
ing international
participate. m

Source: Reinsurance Ne: einsuranceNe:Wws) 21 Aug 20:

UsSS

reinsurer

The China Banking and Insur-
ance Regulatory Commission
(CBIRC) has given the go ahead
to a new state agriculture rein-
surer, according to a report by
Xinhua.

The agricultural reinsurer, Chi-
na Agricultural Reinsurance,
will hold a registration capital
of Rmb16.1 billion (around
USS2.34 billion).
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CHINA RE

PING AN

Finance « Technology

Adeline Chua

It will focus primarily on grow-
ing and broadening coverage
for natural catastrophe losses
to protect agricultural produc-
tion in the country.

China’s agricultural insurance
market is the second-largest
in the world, following the US.

Nine shareholders jointly es-
tablished the new reinsurer,
including state bodies and
state-linked (re)insurance
market players. The share-
holders include China’s Minis-
try of Finance (MOF), China Re
and Ping An P&C, a subsidiary
of Ping An Group.

InsuranceAsia News (IAN) has
reached out to China Re and
Ping An for comment.

Earlier this year in April, the
Chinese government reiterat-
ed its support for agricultural
and rural entities in “financing
and government guarantee(s),
to tide them over the tough
times,” noted Xinhua at the
time.

The MOF’s April circular not-
ed that the state will work
together with domestic fi-
nancial institutions to expand
financing support for such en-
tities through a state-financed

‘guarantee fund’

The fund, said the circular,
“will work with banking [in-
stitutions] in bulk-guaranteed
loan businesses; [and plans]
to expand to Rmb400 billion
(around USS$56.5 billion) in re-
insurance services this year.”

China Agricultural Reinsur-
ance is in line with the PRC’s
larger priorities — finding new
state and market mechanisms
to better develop and protect
the agricultural market.

Late last year, Adeline Chua,
head of P&C solutions China
at Swiss Re, told IAN that one
of the [market] needs is to
“better manage nat cat expo-
sure — and this can be done
through better risk manage-
ment capabilities.”

And the recent June renewals
in China highlighted “encour-
aging signs of capacity return-
ing,” said Stephane Baldanoff,
Lockton’s Asia Pacific director
for food and agriculture.

He added: “However, terms
and conditions tightened
across the board, in particular
for livestock coverage”. m

Source: InsuranceAsia News — 31 Aug 2020
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HONG KONG

e Peak Re posts robust performance in H1, COVID-19

impact “mild”

Hong Kong domiciled reinsur-
er Peak Reinsurance has re-
ported a net income of $26.1
million over the first half of
2020, up from $13.5 million in
the prior year period.

Despite the negative impact
COVID-19 continues to have
on overall re/insurance indus-
try performance, Peak Re’s re-
sults in the period are strong.

In fact, the company expects
the total impact of COVID-19
for 2020 performance to be
mild, thanks to the kinds of
risks it underwrites and fact it
has a business concentration
in Asia where the epidemic’s
influence is low.

Peak Re generated premium
income of $855.9 million in
H1, up from $815.8 million in
2019.

The underwriting margin im-
proved to 10.8% in the first
half underwriting year of
2020, against the 7.4% seen in
2019.

Peak Re attributes this to fur-
ther portfolio molding and
rates hardening in Japan and
uUs.

Additionally, Peak Re intro-
duced a strong corporate fo-
cus on the Non Commaoditised
Business, which it hopes will
ensure strong pricing stability
based on business develop-
ment.

As of 30 June 2020, total in-
vestment return was 0.7%,
with investable assets and net
assets at $2.0 billion and $1.1
billion, respectively. =

Source: Reinsurance News (ReinsuranceNe.ws) 28 Aug 2020
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e AXA and BHARTI to combine their non-life operations in India into
ICICI Lombard

suraksha ka/
naya nazariya

@ Icicr€iLombard

—GENERAL INSURANCE—

AXA and BHARTI announced
that they have entered into an
agreement to combine their
non-life insurance operations
in India, BHARTI AXA Gener-
al Insurance Company Limited
(BHARTI AXA Gl), into ICICI Lom-
bard General Insurance Compa-
ny Limited (ICICI Lombard).

The transaction will propel
the combined entity to Top 3
amongst non-life insurers in In-
dia, with a market share of ca
8.7%.

AXA and BHARTI’s ownership of
BHARTI AXA Gl is 49% and 51%
respectively.

Under the terms of the agree-
ment, AXA and Bharti will re-
ceive a total of 35.8 million
shares of ICICI Lombard on
closing, which would repre-
sent Euro 521 million at current
market value, and an implied
HY 2020 P/BV multiple of more
than 5 times. The transaction is
expected to result in a one-time
positive Net Income impact of
approximately Euro 0.2 billion
in AXA Group’s FY 2021 consoli-
dated financial statements.

The transaction is subject to
customary closing conditions,
including the receipt of regula-
tory approvals, and is expected
to close by 4Q 2021.

About BHARTI AXA GI

BHARTI AXA Gl is the 11th larg-
est non-life insurance private
sector player in India. The com-
pany has ca. 2,300 employees
and has a pan-India presence
through 152 branches. It dis-
tributes a comprehensive suite
of retail and commercial non-
life products through a mul-
ti-channel approach including
motor dealers, agencies, the
Airtel network (BHARTI's flag-
ship company and one of the
world’s largest telecom provid-
ers), bancassurance and digi-
tal. The Underlying Earnings of
Bharti AXA Gl recorded in AXA
Group’s FY19 consolidated fi-
nancial statements was Euro 1
million.

Apart from Bharti AXA GlI, AXA’s
presence in India also compris-
es of its 49% ownership in Bhar-
ti AXA Life, a life insurance joint
venture with Bharti.

About ICICI Lombard

ICICI Lombard is one of the larg-
est private sector non-life insur-
er in India based on gross direct
premium income in fiscal 2020.
The company offers its cus-
tomers a comprehensive and
well-diversified range of prod-
ucts, including motor, health,
fire, personal accident, crop,
marine, engineering and liabil-
ity insurance, through multiple
distribution channels. m

Source: XPRIMM - 24 Aug 2020
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¢ AIG, GIC Re on hook for Air India’s US$50m crash pay-

out

A recent report by The Indian
Express outlined that 90% of Air
India’s reinsurance is underwrit-
ten by global reinsurers, with
AlG as the lead underwriter.

Public player GIC Re holds 5% of
the reinsurance, as part of state
regulations. AIG has reportedly
approved the total claim as of
August 12.

The claims settlement for the
Air India crash at Kozhikode
Calicut International Airport on
August 8 is underway — and
it’s understood the airline will
receive a total loss claim, mean-
ing a USS50 million payout.

Air India is reported to have tak-
en out a liability policy valued at
USS750 million. The company
owned (not leased) the Boeing
737 aircraft, and is said to have
recently refurbished the plane.

Air India now has a fleet of 24
Boeing 737s — 16 of which are
company-owned, with eight
leased out.

A market source told Telangana
Today: “Like the consortium of
primary insurers, a consortium
of reinsurers has insured the
aircraft of Air India. The lead
reinsurer, AIG London, has ap-
proved the hull claim (claim
for loss of aircraft). Other re-
insurers in the consortium will
also give their approval.” There
could be further liability losses.

Four Indian national insurers —
New India Assurance, National
Insurance Company, Oriental
Insurance and United India In-
surance — insured Air India’s
(and its subsidiaries) total fleet
of 170 aircrafts.

InsuranceAsia News (IAN) has
reached out to AIG and Charles
Taylor for comment.

On August 8, Air India Ex-
press flight IX-1344 crashed
at Kozhikode Calicut Interna-
tional Airport in the country’s
south-western state of Kerala.
The plane “went down 35-feet
into a slope before breaking up
into two pieces,” said Hardeep
Singh Puri, civil aviation minis-
ter to CNN.

18 people died and at least 30
were injured in the crash.

On April 1, Air India renewed
their policy for around USS30
million; and holds coverage for
aircraft and hull liability, and
third-party and passengers.

The August crash is set to be-
come one of the airline’s great-
est insurance claims. They may
see an increased cost for cover
during their renewals next year.

In July, an Ethiopian Airlines car-
go plane caught fire at Shanghai
Pudong International Airport.
The expected insured loss is
USS$190 million.

Gary Moran, head of aviation
Asia at Aon, told InsuranceAsia
News (IAN) at the time: “The
aviation insurance market,
much like the wider industry
ecosystem is currently enduring
challenging times. Prior to Cov-
id-19 it was already transition-
ing to a hard market with pre-
mium rate increase being the
‘new normal’. This was on the
back of a period of unprofitabil-
ity, where positive returns were
few for most of the sector.” m

AlG

General
Insurance
Corporation

FmoeeTer sty

GIC

-~

Gary Moran

Source: Insurance Asia News - 13 Aug 2020
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Fnl Oil & Energy
Insurance Syndicate

Capacity
Sizeable underwriting capacity for Oil & Energy
related business.

Geographical Scope ! ! H
Risks located in Afro-Asian countries and Russia. B .i { Re I n S u re r
Acceptance Scope i R ‘;: iy with POWER

Business offered by Members, Non-Members, Brokers

and all other insurers and reinsurers. L'» ' : L and ENERGY

Underwriting Scope

The Syndicate underwrites on Facultative basis; Oil &

Energy related business including but not limited to:

e Energy: Onshore and Offshore

e Power Plants

* Renewable Energy

e Energy related Constructions

e Nuclear Risks including Radioactive Contamination

e Operators Extra Expenses (Cost of Well
Control/Re-drilling Expenses/Seepage and Pollution)

¢ Business Interruption when written in
conjunction with other classes

e Liability when written in conjunction with other classes

¢ Energy package policies

A.M Best has assigned the Syndicate the following
upgraded ratings:

Financiai Strengiin Raling
Financial Strength Rating (FSR) B+ (Good) with stable outlook.
Issuer Credit Rating (ICR) bbb- with stable outlook

“The ratings reflect the Syndicate’s balance sheet strength, which A.M. Best categorizes as strong, as
well as its adequate operating performance, neutral business profile and appropriate enterprise risk
management. The rating upgrades reflect the material growth in the syndicate’s absolute capital base
and the resulting significant improvement in its risk-adjusted capitalization.” — A.M Best.

FAIR Oil & Energy Insurance Syndicate is proud to be the first entity of its kind to be rated by a
reputable international rating agency.

Incorporated in the Kingdom of Bahrain by Law Decree 7/1999

Managed by

T:+4973 17517 176 | F:+973 17 533 789
T‘||—|||_[|'T Trust Tower, Building 125, Road 1702, Diplomatic Area 317, Manama

P. O. Box 10844, Manama, Kingdom of Bahrain

TRUST RE foeis@foeis.com | www.foeis.com



IRAN

e Coronavirus patients
covered by supplementa-

ry insurance in Iran

The head of Central Insurance
of Iran (Cll) said that Iran in-
surance companies spent over
S35 million for supplementary
insurance of the coronavirus
patients

Referring the homeowners’ in-
surance, Gholamreza Soleimani
said: “In the first quarter of the
current lranian year [started
on March 20], 500,000 housing
units were insured for damages
from floods, earthquakes, fires
and natural disasters,” Trend re-
ports citing Mehr News Agency.

Soleimani went on to say that
the value of the insurance in-
dustry in the world is $6300
billion, and while the per capita
insurance in the world reach-
es $818, this indicator stand at
S$178in Iran.

“The insurance penetration rate
in the country has increased
from 0.5 percent in 1979 to
about 2.5 percent today,” he
added.

Data released by Cll, the body
in charge of supervising the
industry, shows that the COV-
ID-19 pandemic has impact-
ed the business of insurance
companies. Unsurprisingly, in-
surance companies paid hefty
sums in claims in the medical
insurance category during first
two months of the current Ira-
nian year. m

Source: Trend News Agency - 11 Aug 2020
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e Iran Insurance Industry
Successful Despite Sanc-
tions

Chairman of the Central Insur-
ance of Iran Dr. Gholamreza
Soleimani says Iran’s insurance
industry has performed very
successfully despite sanctions
and it has now appropriate in-
surance coverages for all major
risks.

The chairman of the Central In-
surance Company and the pol-
icy-making board of insurance
industry of the country met Ma-
jlis Speaker Mohammad Bager
Qalibaf.

During the meeting, Mr. Qalibaf
expressed his satisfaction over
the performance of insurance
industry regarding the econom-
ic growth and observing social
responsibilities. He added that
the cooperation between Maj-
lis’s related committees with in-
surance industry is an undenia-
ble necessity and by launching a
workgroup, all ways for growth
of insurance industry will be
reviewed and it will pursue se-
riously amending the laws or
legislating new ones.

Meanwhile Mr. Soleimani, for
his part, said that insurance in-
dustry in the nick of times like
in the unfair sanctions, Corona-
virus crisis, quakes and recent
floods have proved itself, and
with the support of the legisla-
tive body and approving impor-
tant insurance laws, the current
trend will continue with more
speed.

He added that establishment of

Mohammad Bager Qalibaf

national risk management was
an important development for
balancing the national economy
and by its launch, all activists in
businesses, production, servic-
es and imports and exports can
continue their activities peace-
fully.

Soleimani further said the au-
thority of insurance industry has
been one of the achievements
of the sanctions, noting that
fortunately, insurance industry
has performed very well despite
sanctions and it currently has
appropriate coverages for all big
risks. m

Source: Iran News Economic Desk - 4 Aug 2020
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MALAYSIA

e Malaysia’s P&C sector sees “steepest” ever H1 GWP drop

The size of Malaysia’s general insurance tariff by Bank Negara
insurance sector declined by Malaysia (BNM) which will pave
3.5% in the the first half of 2020 the way for a risk-based pricing
compared to the same period model for motor insurance pre-

last year. miums.”

The market registered MS$8.6 In other lines, personal acci-

billion (USS2.05 billion) of gross dent coverage recorded the

written premium (GWP). largest drop of 13.4% to MS522
million (US$124.4 million). Ma-

The General Insurance Associ- rine aviation and transit (MAT)

ation of Malaysia (PIAM) noted fell by 0.7% to MS0.8 billion
it is the market’s “steepest half- (USS190.7 million), while cargo
year drop in recent years” as it and offshore oil-related classes
“bore the full brunt of the Cov- shrunk by 9% and 8.7% respec-
id-19 pandemic.” tively.

The pandemic particularly im- Meanwhile, medical and health
pacted the motor segment GWP saw 3% growth to MS$586
which is the country’s dominant million (US$139.7 million) and

class. Motor GWP declined “sig- fire insurance increased 2.2% to
nificantly” by 7.4% to MS3.87 MS1.76 billion (US$419.7 mil-
billion (US$923 million), accord- lion).

ing to PIAM. This was in part as
a result of vehicle sales drop- PIAM highlighted the business
! y - p ping by 40% in H1 2020. outlook will be “extremely chal-
Antony Lee lenging,” given that the pan-
Despite lockdown measures demic has not yet subsided.
and a reduction in traffic move-

ments country-wide, Malay- “Deep uncertainties prevail in
sia’s insurers paid out a sizea- the external environment. The
ble amount of motor claims at global economy is witnessing
MS2.4 billion (USS572.3 mil-  some of the biggest disruptions
lion) for the first half. The PIAM and unexpected financial pres-
notes road accidents are con- sures in these unprecedented

sistently increasing, with the times. [We] expect the industry
number of accidents up by 16% to decline further for the full
since 2015. year with the road to recovery
a long and arduous one ahead,”
».Antony Lee, chairman of PIAM, said the organisation. m
grtommented: “...risky driving be- Source: InsuranceAsia News - 18 Aug 2020

he industry eagerly awaits the
ull liberalisation of the motor
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SAUDI ARABIA m
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e Top 10 insurance companies in Saudi Arabia: Ranking —

2019

In thousands

m _ 2019 turnover 2018-2019
Companies e

1 1 BunaArabia 10410868 2772518 21.53%
2 2 Tawuniva 8375860 2230575 9.61%
3 3 AlRajhi Takaful 2569804 684365 -13.58%
4 4 Medgulf 2421277 644810 17.00%
5 5 AXACooperative 1409777 375438 -2.50%
6 6 Walaa 1215394 323672 9.99%
7 9 Allianz Saudi Franzi 1011666 269417 16.19%
8 8 AlEtihad (Ex. Trade Union) 861936 229542 -1.30%
9 11 Malath Insurance 835236 222432 14.56%
10 7 SAICO 834341 222193 -12.17%
Total of top 10 Saudi insurance companies 29946159 7974962 9.77%
Rest of the market** 7944341 2115657 2.73%

(1) Growth rate in local currency
(2) 21 companies in 2018 and 20 companies in 2019
(3) Provisional turnover for 2019

Sources: Atlas Magazine (depending on companies’ reports)
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e First insurance cover-
age for UAVs (drones) in
Saudi Arabia
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e Health insurance pools
in Saudi Arabia

'

Saudi Arabian Monetary Authority

The Saudi Arabian Monetary
Authority (SAMA) has issued
thefirstinsurance product cov-
ering the risks of Unmanned
Aerial Vehicles (UAVs), com-
monly known as drones.

The new product covers UAVs

approved by the Authority to:

o Carryoutaerial topograph-
ical survey operations,

¢ Improve geographic infor-
mation systemes,

o Carry out inspection oper-
ations of telecom facilities,
industrial entities, power
lines, renewable energy
units,

o Take aerial photographs in
authorized areas. m

Atlas Magazine — 28 Aug 2020

The Saudi regulatory authority
SAMA has introduced a draft
law regulating the establish-
ment and management of
health insurance pools.

SAMA has called on the inter-
ested parties (public, SMEs,
specialists) to suggest im-
provements to the draft bill.

Through this new law, the reg-
ulator aims to develop health
insurance and make it accessi-
ble at fair prices. m

Atlas Magazine — 28 Aug 2020
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e Insurance Fraud In Turkey: Key Highlights

There are a growing number
of studies into insurance fraud
being conducted in Turkey.
The following is a review of a
description of the types of in-
surance fraud in Turkey, giving
a breakdown of the branches
of insurance and quantitative
data on the insurance industry
and insurance fraud.

The Table shown below pro-

vides a breakdown of the
number of reported cases of
insurance fraud in Turkey from
2015 to May 2019 by the type
of insurance.

The largest number of cases
was reported for auto insur-
ance, followed by fire insur-
ance.

The number of frauds in per-

The Number of Insurance Fraud
in Insurance Branches

2015 2016 2017 2018 May 2019

Vehicle 2,636 507 426 974 749
Personal accident 35 .44 6 25 -
Life H 13 3 24 5
Health 11 19 18 17 13
Fire 23 18 267 14 7
Agriculture - < =
Transportation 3 - 3 =
Engineering 2 - ~ . |
Private pension 5 . 9 ] .
Other 23 42 31 34 27
Unemployment 3 2 ~ -
Genel Toplam

Source: Insurance Fraud Information System (SISBIS).
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sonal accident, health, and life
insurance areas is notable.
The Table shown next pro-
vides breakdown of the types
of auto insurance fraud, under
the two main insurance types
of mandatory traffic insurance
and comprehensive vehicle in-
surance.

after an accident with 16%, in-
tentional damage with 15.9%,
and statement of hit and run
with 9.7%. Similar ratios con-
tinue in the first five months of
2019.

Insurance Fraud Related to Traffic
and Comprehensive Vehicle Insurance (%)

20015 2016 2017 2018 May 2019
Driver replacement - - 163 273 254
Statement of “hit and run” 168 169 153 7 12.1
Fraud by insuring after the accident 9.1  16.8 15 16 10.3
Fraud using fake policies - — 12 - -
Fraudulent accident reports 169 124 106 - a
Planned {organized) damage 19.7 15 - 159 18.9
Alcohol —~ 8.3 - 9 —~
Other causes - 305 01 221 252

Source: Insurance Information Center.

The Table shows that driver re-
placement was the most com-
mon type of fraud in 2018,
accounting for 27.3% of the
total, followed by insurance

As seen in the literature re-
view (Yilmaz, 2015), in his
study, 9,779 fraud cases in
Turkey in the 2010-2014 were
examined and it was identi-
fied that 103 cases (1.5%) had
been carried out by making ir-
regularities in the insurance. A
breakdown of sub-categories
shows that accident fraud was
followed by comprehensive
vehicle insurance fraud, re-
placing a driver who was un-
der the influence, fault recti-
fication/false reports of theft,
fraudulent write-offs, and mis-
representations of facts in the
livestock industry.

(1) Comprehensive vehicle
insurance after an accident
(74%):



Comprehensive vehicle insur-
ance is bought after an acci-
dent happens, and after wait-
ing for some time a claim is
made stating that the accident
has just happened with the
intention of trying to get the
insurance company to pay for
the damage.

(2) Replacement of the driver
under the influence (6.5%):
When the driver at the time
of an accident was under the
influence, another person pur-
ports to be the driver to allow
a claim to be made under the
terms of the comprehensive
vehicle insurance.

(3) Fault rectification/false re-
ports of theft (6.5%):

To get the car repaired for
faults that are not covered by
the insurance, an accident is
faked or a false report of theft
is made in an effort to benefit
from comprehensive vehicle
insurance.

(4) Fraudulent write-offs (3%):
When the cost of repairing a
vehicle after an accident ex-
ceeds 70% of its value, the

vehicle is considered to have
sustained severe damage and
is thus written off.

These vehicles can still be
street legal, but their resale
value declines, and compre-
hensive vehicle insurance for
these vehicles is either not
possible or very expensive.

In this sort of fraud, a report
of severe damage is prepared
and the market value of the
car is collected from the insur-
ance company, even though
the repair cost after the acci-
dent is small, after which the
vehicle is resold with minimal
loss of value.

(5) Livestock (10%):

This sort of fraud involves re-
placing the ear tag of a dis-
eased or dead animal with the
ear tag of an insured animal to
collect money from the insur-
ance company (Yilmaz, 2015).
|

Source:

INSURANCE FRAUD IN TURKEY: Studies and Comments on
Insurance Fraud in Turkey — by Feride Hayirsever Bas turk;
Contemporary Studies in Economic and Financial Analysis,
Volume 102, 77-97, Publication date: 10 February 2020
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e UAE Insurance Premium 2018/2019

(Figures in US 5 000)

g Insurance Company Gwp NET PROFIT EQUITY ROE

(2019 | 2018 | 2019 | 2018 | 2019 | 2018 | % |
I ORIENT INS 1.057.500 1,002,180 115810 110360 837,610 751770 13.83

B8 ADNIC 1,023,500 792650 77,380 64,310 625620 572,760 12,37
B8 OMAN INS. 965,950 1,007,900 52,040 3,550 515800 449600  10.09
B AL AIN ALAHLIA 314,500 412,540 15,810 13,100 327,800 320,170 4,82
8 EMIRATES INS. 309,810 284,200 38,150 31,060 323980 305720 11.78
B8 sALAMA 307,910 289,640 18,080 270 210,100 197,540 7.65
[ DUBAIINS. 264,600 145,000 20,710 13,900 147410 132430 14.05
JB8 UNION INS. 252,600 259,400 5,730 2,800 88,830 85,290 6.45
08 BUHAIRA NATIOMAL 236,040 132,690 5,890 12,600 178,740 176,020 3.35
Bl TAKAFUL EMARAT 165,100 163,220  -10,350 3,810 32,150 44 960 =32.19
[l RAK MATIONAL 158,580 134,600 1,080 6,260 51,770 57,760 2.1
B NGl 146,050 150,140 4,630 BA50 124520 126,430 3.72
[ ABU DHABINATIONAL TAKAFUL 133,250 104,630 19,900 19,070 107,900 94,550  18.44
B AL SAGR NATIONAL 110,900 87,010 - 6,000 93800 123,500 MIA,
8 DAR ALTAKAFUL 108,810 79,290 1,100 1,900 34,600 33,500 3,18
BB NOOR TAKAFUL ™ 105,000 = 113,000 MIA NfA N/A NiA NA,
B DUBAI NATIONAL 103,810 95640 15800 14,440 155,040 147410 10,19
BB WATANIA 44,000 81,740 3,540 3,270 27.240 26,160  13.00
8 AL DHAFRA INS, 88,300 91,100 21,530 15,530 106,820 98,370 20,16
Bl ALLIANCE 77,700 79,300 13,350 13,900 140,330 135430 9,51
Bl METHAQ TAKAFUL 77,120 86,370 540 4,360 22,350 22,890 242
B8 WATHBA NATIONAL 75,000 74,000 11,260 11,260 232,500 232,500 4,84
B3 FUJAIRAH NATIONAL 74,930 72,700 B.440 8,440 77,380 66,750 10,91
B CRIENT UNE TAKAFUL 69,480 51,770 280 -2.450 50,960 50,680 0.55
B8 AMAN 68,120 102,450 2,720 360 20,430 18610 13.31
B INSURANCE HOUSE 64,300 57 500 4,350 3,000 35,960 26,980 12,10

Bl FIDELITY UNITED 60,220 39,800 280 -2400 20,710 18,080  1.35
B8 AscANA 38,400 45750  -1360 5990 79010 85010 -1.72
I8 AXA GREEN CRESCENT 12,530 10,890 - -1,360 32970 31,880 N/A
Bl SHARJAH INS. 12,000 14,440 4,090 4,630 53,140 53,140 7.70
B KHAZNA - 14,700 =3,800 =3,800 20,160 28,610 =18.,85

- TOTAL | 8,577,020 6,086,240 445100 372,810| 4,775630| 4,516,500 8.32
DAMAM NATIOMAL HEALTH * 1,370,000 1,370,000 Margad akafu

FOREIGN CO0s OPERATING * 3,700,000 3,700,000 (1 e '
TOTAL 11,647 020 1,156.240 * ESTIMATE
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® PVI Re shows stable underwriting results over time -

AM Best

PVI  Reinsurance Joint-stock
Corporation (PVI Re) has shown
strong operating performance,
as demonstrated by a five-year
average return-on-equity ratio
of 16% (2015-2019), notes AM
Best.

Underwriting performance has
shown good stability over time,
supported by affiliated domes-
tic business, particularly in the
commercial and industrial lines.
Underwriting performance in
the first half of fiscal-year 2020
remained stable compared with
the prior period.

While lower insurance demand
for property and engineering
reinsurance, due to dampened
economic activity, could pose
downside risks to overall earn-
ings in the near term, AM Best
expects the company’s pro-
spective operating results to
remain strong, albeit closely
tied to the performance of its
major cedant and affiliate, PVI
Insurance Corporation (PVI In-
surance). In addition, AM Best
notes an increasing depend-
ence on investment income to
support earnings, particularly in
recent years, which could lead
to earnings volatility given low-
er investment returns that are
expected over the near term.

Financial strength

AM Best has affirmed the Fi-
nancial Strength Rating of B++
(Good) and the Long-Term Issu-
er Credit Rating of “bbb” of PVI
Re. The outlook of these credit
ratings is stable.

The ratings reflect PVI Re’s bal-
ance sheet strength, which

AM Best categorises as strong,
as well as its strong operating
performance, limited business
profile and appropriate enter-
prise risk management (ERM).
In addition, PVI Re benefits
from rating enhancement from
HDI Haftpflichtverband der
Deutschen Industrie ( HDI).
Although PVI Re’s opera-
tions account for a small por-
tion of HDI’s overall revenues
and earnings, the company is
viewed to be a strategic com-
ponent to the HDI group’s inter-
national expansion plans. Going
forward, AM Best expects PVI
Re to benefit further from the
HDI’s international product ex-
pertise in areas of risk selection,
pricing and reserving, as well as
its oversight and support in re-
spect of risk management.

PVI Re’s balance sheet strength
assessment is underpinned by
risk-adjusted capitalisation that
remains at the strongest level,
as measured by Best’s Capital
Adequacy Ratio. Risk-adjusted
capitalisation showed a nota-
ble decline in 2019 given high-
er capital requirements aris-
ing from significant business
growth in 2019.

While the company has exhib-
ited a high dividend payout
ratio over recent vyears, re-
tained earnings have remained
sufficient to support business
growth. A further offsetting
balance sheet factor continues
to be the company’s high retro-
cession usage and dependence
to enable the underwriting of
large commercial property, en-
ergy and engineering risks.

PVIRe

Business profile
PVI Re’s business profile is as-

sessed as limited. PVI Re is
the smaller of two domestic
reinsurers in Vietnam, with a
significant volume of business
arising from PVI Insurance. PVI
Re’s long-term strategy includes
reduced dependence on PVI In-
surance through more-focused
efforts to grow other business.
Apart from the high cedant con-
centration risk arising from PVI
Insurance, PVI Re is also viewed
to have a moderate business
concentration to  catastro-
phe-exposed property and en-
gineering lines, which are large-
ly sourced domestically, albeit
that catastrophe retrocession
is in place to protect against se-
vere events. m

Source: Asia Insurance Review - 26 Aug 2020
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PAKISTAN

INSURANCE MARKET OVERVIEW

BY HUSSEIN ELSAYED

Misr Insurance Company
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In the past few years, Pakistani Insurance Sector has transformed into a developing and fast growing
market which is generally divided into three components: life insurance, general insurance and health
insurance.

According to the results of 2018 the gross written premium of Life (Convention and Takaful) was PKR 221
billion and Non-Life gross written premium of Life (Convention and Takaful) was PKR 87 billion, But the
potential of insurance growth in Pakistan is too much in all areas of insurance classes because the
penetration of insurance is negligible i.e. less than 0.9% of GDP as compared to the population of the
country.

As per the report by MAPFRE which calculates and ranks the insurance potential of different countries, the
report puts Pakistan in the top 20 countries with greatest insurance potential for both life and non-life
sectors.

According to Fitch Solution Report, the Pakistani non-life market remains at a nascent stage of
development, displaying very low levels of penetration and density. The market is relatively fragmented
when compared to its larger life sector counterpart in terms of the competitive landscape. Furthermore, the
non-life market has not yet attracted significant amounts of multinational investment that would bring
valuable expertise and access to capital.

Growth remains restricted due to a lack of product and service diversification, and regional expertise would
bode well for future growth of the market.

The Pakistan life insurance segment has solid growth potential over the medium-to-long term, and the
evolutionary dynamics of the market are such that life insurance and savings levels remain low by regional
and global standards.

The lucrative growth prospects displayed by the life market suggest that Pakistan is set to attract major
foreign investment over the coming years. We highlight that foreign capital in the life market will bring
much-needed product diversity and depth to the insurance market in the long run.

Fitch also note that the market presents significant operational challenges, but new regulatory efforts to
streamline the insurance industry ought to bode well for the long-term development of the sector.
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(I) ECONOMIC DATA

2015 2016 2017 2018 2019

Population (million) 190 194 197 201 205
GDP per capita (USD) 1,426 1,440 1,545 1,566 1,360
GDP (USD bn) 271 279 305 315 278
Economic Growth (GDP, annual variation in %) 4.7 5.5 5.6 5.8 1.0
Consumption (annual variation in %) 2.9 7.6 8.5 6.2 3.0
Investment (annual variation in %) 15.8 7.5 10.3 11.2 -12.8
Industrial Production (annual variation in %) 5.2 5.7 4.6 4.6 -2.3
Unemployment Rate 5.9 6.0 6.0 5.7 -

Fiscal Balance (% of GDP) -5.3 -4.6 -5.8 -6.6 -8.9
Public Debt (% of GDP) 61.8 65.5 65.1 69.9 83.7
Money (annual variation in %) 12.8 14.5 13.9 9.5 10.8
Inflation Rate (CPI, annual variation in %, eop) 3.2 3.7 5.4 5.4 12.7
Inflation Rate (CPI, annual variation in %) 2.5 3.8 4.3 5.3 9.4
Policy Interest Rate (%) 6.50 5.75 5.75 6.50 12.25
Exchange Rate (vs USD) 104.9 104.4 110.7 139.8 155.0
Exchange Rate (vs USD, aop) 102.8 104.7 105.3 121.7 150.4
Current Account (% of GDP) -1.0 -1.7 -4.1 -6.3 -4.9
Current Account Balance (USD bn) -2.8 -4.9 -12.6 -19.9 -13.5
Trade Balance (USD billion) -17.3 -19.1 -26.0 -30.9 -27.6
Exports (USD billion) 24.1 22.0 22.0 24.8 24.3
Imports (USD billion) 41.4 41.1 48.0 55.7 51.9
Exports (annual variation in %) -3.9 -8.8 0.2 12.6 2.1
Imports (annual variation in %) -0.8 -0.6 16.7 16.0 -6.8
International Reserves (USD) 16.0 20.9 18.7 12.4 10.2
External Debt (% of GDP) 24.1 26.5 27.4 30.3 38.2

COUNTRY RISK METR
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Asia S&P Moody's Fitch CI  IHS

Armenia - Ba3 BB- - B-
- Stable Negative - Stahle =50 | 620 - - 9.9 - |[-85 |09

China At Al A+ - A

Stable Stable Stable - Stable -11.1 | 560 | 144 470 22 66.7 1.2 (04

India BBE- Baa3 BBB- - BEB
Stable  Megative  Negative - Negatve =115 | B4.6 | 10.6 56.8 32.1 841 |09 (1.1

Kazakhstan BEB-  Baa3 BEB - BEEBE-
Stable  Positive Stable -  Negative =51 | 209 54 349 29 | 1000 |-59 |34

Pakistan B- B3 B- - CCC
Stable Stable Stable - Stable =05 | BR2 0.5 427 612 | 1458 -1.5 |05

* Current account payments

** Under Review for Downgrade

Source: S&F Global Ratings, Firch Ratings, Moody's Investors Service, CI Ratings, THS Muarkit,
Byblos Research - The above figures are projections for 2020
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(IT) INSURANCE MARKET

G Laws/Rules

= |nsurance Rules 2017

= Trade Organizations Rules, 2013

= Trade Organizations Act, 2013

= Microinsurance Rules 2014

=  Memorandum & Articles of Association of IAP

= |AP Code of Conduct

=  The Companies Act 2017 (9th July 2019)

= The Marine Insurance Act 2018 (2nd February 2018)
= The Finance Act 2018 (22nd May 2018)

G Supervisory Authority

= The supervision of the insurance industry lies with
the Insurance Division of the Securities and
Exchange Commission of Pakistan (SECP)
= The division is responsible for the supervision,
development and regulation of the insurance sector,
including life and non-life insurance companies, Securities and Exchange Commission of Pakistan
takaful operators, insurance intermediaries and
bodies connected with insurance, such as the Insurance Association of Pakistan, the Pakistan
Insurance Institute and the Pakistan Society of Actuaries.
= The Insurance Division of the SECP started its work in January 2001. It is broadly divided into two
departments:
e Policy, regulation and development
e Supervision.

G Establishing a Local Company

= On 9 February 2017 the draft Insurance Rules, 2015 were brought
into force with immediate effect as the Insurance Rules, 2017 and
repealed the Insurance Rules, 2002 and the Securities and Exchange
Commission (Insurance) Rules, 2002.

= Article 6 of the Insurance Rules, 2017 lists the principal primary
documents required of an insurer or takaful operator wishing to be
granted a licence to operate in Pakistan
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G Types of Insurance Organization

Companies that are registered to conduct insurance business
must be constituted as joint stock companies, listed or closed.
There are no restrictions on holding company structures,
including those involving life and non-life companies, but life
and non-life companies must be incorporated separately, as
composite insurers are not permitted. Persons permitted to
transact insurance business are listed in Part I, Section 5 of the Insurance Ordinance, 2000 as e|ther
= a public company a body incorporated under the laws of Pakistan (not being a private company
or the subsidiary of a private company).
= Banks' shareholding in insurance companies is restricted to 30%.
= On 16 July 2012 the regulator published Takaful Rules, 2012. These rules, which replaced all
previous provisions regarding takaful, are comparatively comprehensive, providing for family
and general takaful companies, as well as for takaful windows within conventional insurance
companies transacting family or general takaful business.

G Types of Licence

= Companies may be authorized to accept either life or non-life business. Composite licences are
not available.

= Personal accident and healthcare business may be written by both life and non-life insurers and
are classified as non-life and life classes of business within Insurance Ordinance, 2000.

G Statutory Tariffs

= The Insurance Ordinance, 2000 abolished all tariffs, which for many years had been compiled by
the Insurance Association of Pakistan.

G Foreign Ownership

The regulator's Circular No 5 of 2007 states that the
government permits 100% foreign equity in insurance business
in Pakistan subject to the conditions noted below.
= Foreign companies must have minimum capital of USD
4mn, but no less than USD 2mn must come from
abroad.
= There are no restrictions on the number of branches.
= There are no restrictions on foreign insurance companies with regard to whom they may
employ, and foreign companies are treated in the same way as local companies.
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C

Compulsory classes of insurance include

Capital Requirements

Article 11 of the Insurance Rules, 2017 states that, as
from 31 December 2017, the minimum paid-up capital
requirement for non-life insurers is PKR 500mn (USD
4.12mn).

It should be noted that this minimum paid-up capital requirement applies to all non-life insurers
licensed and registered under the Insurance Ordinance, 2000, but takaful windows within non-
life conventional insurance companies are subject to a separate and additional minimum capital
requirement of PKR 50mn (USD 412,370).

Under Article 37 the required paid-up capital for brokers was set at PKR 15mn (USD 123,711) for
new brokers with existing brokers given until 31 December 2017 to comply.

Compulsory Insurances

Motor third party liability.

Professional indemnity for insurance brokers and insurance
surveyors.

Insurance provided under the state Crop Loan Insurance
scheme.

Third party liability and passenger legal liability for airlines.
Insurance for employees, where 20 or more are employed, for contingencies not covered under
workers' compensation legislation (being written as group life insurance).

Shipowners' liability against marine oil pollution (financial guarantee or insurance).

Non-Admitted Insurance

Non-admitted insurance is not generally permitted in Pakistan because the law provides that
insurance must be purchased from locally authorized insurers.

&l
principal is prima facie liable for its agents' errors and ‘ .
omissions.
Brokers and agents (via their principals) are bound by all non-admitted insurance regulations.
Intermediaries are not permitted to place business with non-admitted insurers except in cases
specifically authorized by the regulator as per the provisions of section 48 of the Insurance

Rules, 2017 or in cases covered by the exceptions in Sections 12 and 13 of Chapter XV of the
State Bank of Pakistan's Foreign Exchange Manual.

Intermediaries

Local brokers are required to be registered with the
regulator. Agents are not required to be licensed but they
must be included in the register of their principal and the
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G Insolvency Regulation

= |n accordance with Section 59 of Insurance Ordinance,
2000, the regulator has powers to intervene if it believes
on reasonable grounds that an insurer is or is likely to
become unable to meet its liabilities or that an insurer has
contravened or is likely to contravene the provisions of
the Insurance Ordinance, 2000 or the rules made
thereunder. The regulator may investigate the affairs of
an insurer and, wherever necessary, employ an auditor or
actuary or both to assist it in any investigation.

= The Insurance Rules, 2017 specify the powers of the
regulator to issue directives to protect the interests of
policyholders as is deemed appropriate if the regulator has reasonable grounds to believe that
an insurer registered under the Insurance Ordinance, 2000 has failed or is about to fail to
comply with the conditions of licensing set out in Insurance Ordinance, 2000 (Section 11).

= There is no statutory fund for compensating those who hold policies with insolvent insurance
companies.

G Reinsurance

A separate licence is not required to enable a direct
insurance company to underwrite inwards facultative
reinsurance, since Insurance Ordinance, 2000 provides
permitted classes of business definitions for non-life
insurance categorised as "for direct and facultative
reinsurance business" (collectively).

As this categorization prefaces only the non-life insurance
class definitions and not the life classes, however, any PA
and healthcare written by a life insurer is not subject to this provision.

Direct insurance companies can also write treaty reinsurance subject to licence, although very few
companies write significant volumes of such business.

G Alternative risk transfer:

ART is not mentioned in the insurance legislation in Pakistan.
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Insurance Market
Performance and Statistics

Conventional Business

Life Insurance

MNumber of COmMPANIEs: . .o i e 07
Gioss Premmim Wil el connanananannn s n s PER 196 billion
Premmiminy B0 TP 1ati0 i s s i s i i v s i DR SR 0.57 %
Non Life Insurance

Minnber of cOmMPANIES ... s SR 30
Gross Prermiimy WIIHED ... e ra s aannsesa s PKR 77 billion
Premiumm (0 GIP Gl i issie s sis st s as e s b s an s s bbb st e b s b s bbas s b sssns 0.22%

Takaful Business

Family Takaful Operators

Minnher of COMMPANTES .....cocimmmmnmsisisissisaisnsssnsmsnssis D 0z
Gross Written Contribntion ... e PKR 09 billion
Contribution to GDE ratio o 0.03%
General Takaful Operators

Mumber of companies:........ i B 03
Gross wiitteny Contribibion ... PKR 2 billion
Contribution to GDP ratio ... 0.006%

Window Takaful Business

Window Family Takaful Business

Window family takaful companies ... 04

Gross ConrIDUEION .. ocoiiiiiiiiiiii ettt ae s e e e mmmm e e eeanes PKR 16 billion

Premium to GDP ratio. oo as 0.05 %

Window General Takaful Business

Window talatinl companion . ... STIUNIUII S 21

Gross ContiiHoN cooasss s s PKR R billion

Preininm £0 GIMP Tat0. ..o s msmsmasss s minsnssmasasssi 0.02 %

Total Premium written by Conventional ...........coocovvoiiiiiiiiciiiininiannns 273 billion
(Life & None Life) Insurance Companies.

Total contribution written by Takaful ... 11 billion

(Family & General) Operators.

Total contribution written by Window Takaful ... 24 billion
(Family & General) Operators

GDP ratio of total hisIness i AL TS b 0.89 %

Reinsurance

Pakistan Reinsurance Company Limited

Premium (Non-Life conventional only) Written ... PKR 11 billion
Premium t0 GDP TAtI0 ..o ee et sssse e e s s bbb e en s mm s s s s nas 0.03%
Source:

Insurance Year Book 2018-19

)
by The Insurance Association of Pakistan (IAP) I A p
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Overview of insurance industry for CY18 (PKR million)

Life Family e Thre General Aggregate Aggregate
_ Takaful Takaful 2018 2017
Assets 1,206,856 29,359 196,087 2,917 1,435,219 1,294,381
Investments 997,251 23,237 106,438 681 1,127,607 1,005,847
Equity 21,887 1474 94,505 1,004 118,870 112,277
Gross Premium 202,977 12,399 79,138 1,756 296,271 270,687
Net Premium 200,408 2,589 44,621 554 248,172 226,944
Net Claims 87,833 1,718 23,468 616 113,635 99,733

Source: Unaudited/Audited published financialstatements o f insurers and Takaful co mpanies

ToP 6 LIFE INSURANCE COMPANIES BY GROSS PREMIUMS, USSmn

2014 2015 2016 2017 2018
State Life Insurance Company 755.1 7779 859.7 958.2 9459
2159 2915 362.7 446.8 4259
180.2 304.6 2354 298.7 252.7
Adamjee Life 51.6 89.0 107.9 130.7 109.4
1GI Life (ALICO) 25.1 38.6 72.4 53.3 39.4
TPL Life (Asia Care) 3.4 4.5 1.1 2.6 3.6

ToP 10 NON-LIFE INSURANCE COMPANIES BY GROSS PREMIUMS, USSmn

2014 2015 2016 2017 2018
Adamjee 98.2 132.7 157.0 182.7 176.4
143.6 1480 1641 1935 170.8
68.9 78.4 78.8 79.0 82.6
21.2 22.8 n.a. 27.9 37.8
24.5 34.7 41.1 48.6 43.0
11.0 15.6 22.3 28.5 314
12.1 15.9 19.6 21.7 28.5
14.0 17.2 19.7 24.0 25.6
17.0 19.6 22.4 26.2 26.1

Security General 18.0 18.0 19.9 19.0 20.7
Source: IAP, Fitch Solutions

-

Pakistan's non-life segment is dominated by three
sub-sectors. Property insurance (including
household and commercial fire and other risks)
accounts for over 40.6% of all activity in 2019
based on Fitch estimation. The catch-all 'other’
category accounts for a larger 44.6%. This includes
the key basic line of motor insurance as well as
another popular line in developing markets -
workers' compensation - and health insurance.
Transport insurance is a comparatively minor line,
making up 14.8% of premiums written.

-

/ 4 b W
Clock Tower, Faisalabad built by British Government in19th Ce&w
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MARKET CONCENTRATION FOR LIFE & NON-LIFE

NON-LIFE
2015 2016 2017
Top 5 Companies 63.47% 62.90% 65.10% Top Company 51.96% 52.44% 50.69%
Top 10 Companies 78.56% 79.99% 82.72% Top 3 Companies  91.47% 88.92% 90.12%

DISTRIBUTION CHANNELS FOR LIFE & NON-LIFE

NON-LIFE
2015 2016 2017
Direct (%) 17 17 17 Direct (%) 5 3 2
Broker (%) 7 8 8 Broker (%) 1 1 1
Agent (%) 73 72 72 Agent (%) 25 22 20
Bancassurance (%) 2 2 2 Bancassurance (%) 67 72 75
Internet (%) 1 1 1 Internet (%) 2 2 2

Source: AXCO GlobalStatistics

@ REINSURANCE BUSINESS:

As Annual Report of Pakistan ) c,’ﬁ:
. —_—
Reinsurance Company (PakRe) for pakre Pakistan Reinsurance Company Limited
. PakRe
the year 2018 there was the 34% PERFORMANCE 2014-2015 Rupeas In million
surge In gross written premiums S. No. PARTICULARS 2018|2017 2016 | 2015 2014
(GWP), rising from PKR8.04bn BN AC AT
($56.75m) in 2017 to PKR10.73bn 1 Paid up capital 2000 3000 2000 3000 2000
last year. 2  General & Capital Resarvas 3763 4258 6476 3988 3987
3 Enuity 0671 10506 12816 6068 6987
. 4 Investmant BA34 9223 13375 6318 GBS0
Another point of note was the £ e 43 47 a5 44 19
significant jump in underwriting 6  Cash & Bank Depositz 2602 2517 2240 32A5 3081
: C N 7 Total Assats 24831 24841 25083 17388 17621
profit which improved by 186% to 8  Total fiablities 14050 13835 13,667 10450 10,633
PKR581m as compared to a loss of
PKR677m in 2017 SRS AES
— 1 Gross Pramium 10,734 8036 8A07 B35 BEA1
During 2018, the company 2 Mat Premium 54684 5008 5802 5219 4,784
achieved a healthy top line growth cofl et S N el jedid b
. . e 4 MNat Comission 1,047 1,148 1,264 1,11 G50
and improved profitability in core 5  Undenwriting Resuits 581  (877) 545 722 Bi5
underwriting business"'_ In addition’ B Total Managemant Expanses B44 795 657 621 523
) . 7 Irvestmant Incoma 691 3,326 o951 &35 1,079
the company’s net premiums 8  Profit Befora Tax 1,740 2876 1427 1,772 1,565
increased 9% from PKR5.01bn 9 Profit Aftar Tax 1,235 2026 a74 1,877 1,244
(2017) to PKR5.46bn (2018) and net SHARE INFORMATION
claims were down to PKR2.99bn ; :FA;G‘:TIS S v o e -
umicear of sharas (n mulbon
(2018) from PKR3.74bn (2017), a 2 Cash dividend % 20 35 25 25 25
decrease of 20%. 3 Bonus Shares % . . . ; ;
4 Total Dividend % 20 a5 25 25 25
PakRe alsq managed to secure its T,
retakaful license late last year and
o ; 1 Claims ratio B476 7471 6750 5317 583
looks set to capitalise on being able 2 Total Assats Turmover (Times) 043 083 024 QA7 049
to provide retakaful services. 3 Total Liabilities £ equity (%) 151.54 13169 11097 15062 15218
4 Paidup Capital/ Total Assets (%) 12.08 1232 11585  17.25  17.03
5  Enuity / Total Assats (%) 3075 4316 4740 2000 8065

There was an all-round improvement in all lines of business activity — both treaty and facultative business,”.
“Despite the downturn in the equity market, the investment returns were also satisfactory. PakRe registered
investment income of PKR691m in 2018, a 79% drop from PKR3.33bn in 2017.
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C Pakistani Insurance at Regional and Global Level

2018 2019
ToTAL PREMIUMS 2017 GLOBAL GLOBAL
RANKING RANKING

Total Direct Premiums_(USS m) 2939 2963 2492

Real Premium Growth (%) inflation-adjusted 10.7% 0.5% -4.7%

Penetration (% of GDP) 1% 0.9% 0.9%

Density (per capita in USS) 14 14 12

Share of EMEA emerging Total Premiums (%) 1.58% 1.53% 1.29%

Share of World Total Premiums (%) 0.05% 0.05% 0.04% 56 53

2018 2019

RANKING RANKING

Life Direct Premiums (USS m) 2032 2054 1723

Share of Country Total Premiums (%) 69.2 69.3 69.1

Real Premium Growth (%) inflation-adjusted 12.7% 0.7% -4.9%

Life Penetration (% of GDP) 0.7% 0.7% 0.6%

Life Density (per capita in USS) 10 10 8

Share of EMEA emerging Life Premiums (%) 2.81% 2.67% 2.32%

Share of World Life Premiums (%) 0.08% 0.07% 0.06%

53 52

2018 2019

Nowuremremoes - 2017 | 2010 o1a | . | 2
RANKING RANKING

Non-Life Direct Premiums (USS m)

Share of Country Total Premiums (%) 30.8 30.7 30.9

Real Premium Growth (%) inflation-adjusted 6.4% 0 -4%

Non-Life Penetration (% of GDP) 0.3% 0.3% 0.3%

Non-Life Density (per capita in USS) 4 4 4

Share of EMEA emerging Life Premiums (%) 0.80% 0.78% 0.65%

Share of World Non-Life Premiums (%) 0.03% 0.03% 0.02% 69 74

* Include PA&H Insurance

Pakistani Insurance Market total premium as a

h . Pakistan Bangladesh India
percentage of GDP and expenditure on a per capita :
basis expressed in USS for the year 2019; AU TaEl Pre?\mlums 2 S UL
2019 Penetration 0.90% 0.50% 3.80%
Comparisons are made with Bangladesh and India. 2019 Density 12 9 78
2019 ToTAL PREMIUMS 2019 PENETRATION 2019 DEMNSITY
(usSm) (% of GDP) g (per capita in UsS) &
110000 35 B8O
100000 ; 70
0000 3 L
20000
25
70000 " 50
E0000
50000 i 40
40000 ; 30
30000 1 20
20000 l
05 10
10000
TR I ; m N,
India Bangladesh Pakistan India Bangladesh Fakistan India Bangladesh Pakistan

Source: Swissre Sigma Explorer
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@ PAKISTANI INSURANCE MARKET: OUTLOOK AND FORECAST:

Fitch Solutions see heavy downside risks to the insurance industry over

[ ]
the coming months, as slowing economic growth due to the lockdown to F hS F ".0.:.
contain Covid-19 will weigh on consumers' ability to take up insurance 1tc OlUtIOﬂS..':
policies. Fitch Solutions forecast Pakistan's economy to grow by only U0

0.4% in FY2020-21 (July-June).

Given that Pakistan's insurance sector is still at an early stage of development, we believe that there is still
significant room to strengthen the regulatory environment, which will likely bode well for growth over the
coming years. That said, the country continues to face structural challenges, such as a low savings rate, which
reduces demand for both non-life and life products. Insurance in Pakistan is regulated under the Insurance
Ordinance of 2000.

In the past few years, it has transformed into a developing and fast growing market which is generally divided
into three components: life insurance, general insurance and health insurance.The Pakistani non-life market
remains at a nascent stage of development, displaying very low levels of penetration and density. The market
is relatively fragmented when compared to its larger life sector counterpart in terms of the competitive
landscape. Furthermore, the non-life market has not yet attracted significant amounts of multinational
investment that would bring valuable expertise and access to capital. Growth remains restricted due to a lack
of product and service diversification, and regional expertise would bode well for future growth of the
market.

Fitch Solutions highlight that carriers will have to look for innovative solutions to capture the segment of the
population that is averse to its benefits for cultural reasons.

The Pakistan life insurance segment has solid growth potential over the Life Sector To
medium-to-long term, and the evolutionary dynamics of the market are Consistently Grow
such that life insurance and savings levels remain low by regional and Faster Than

global standards. Non-Life Sector

The lucrative growth prospects displayed by the life market suggest that Pakistan is set to attract major
foreign investment over the coming years. We highlight that foreign capital in the life market will bring much-
needed product diversity and depth to the insurance market in the long run. We also note that the market
presents significant operational challenges, but new regulatory efforts to streamline the insurance industry
ought to bode well for the long-term development of the sector.

GROSS INSURANCE PREMIUMS WRITTEN (PAKISTAN 2018-2023)

Indicator 2018 2019e 2020f 2021f 2022f 202
Total gross premiums written, PKRbn 317.88 | 360.25 | 370.57 | 405.31 | 446.18 | 490
Total gross premiums written, PKR, % y-o-y 9.1 13.3 29 9.4 10.1 9.9
Gross life premiums written, PKRbn 225.80 | 256.40 | 265.77 | 293.40 | 326.43 | 362
Gross life premiums written, PKR, % y-o-y 83 13.6 3.7 10.4 11.3

Gross non-life premiums written, PKRbn 92.08 103.85 | 104.80 | 111.90 | 119.74 | 127
Gross non-life premiums written, PKR, % y-o-y 11.2 12.8 0.9 6.8 7.0 6.6

e/f = Fitch Solutions estimate/forecast. Source: SBP, Fitch Solutions
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GROSS INSURANCE PREMIUMS WRITTEN (PAKISTAN 2024-2029)

Indicator 2024f 2025f 2026f 2027f 2028f 2029f
Total gross premiums written, PKRbn 536.39 | 584.35 | 640.88 | 700.29 | 762.36 | 826.82
Total gross premiums written, PKR, % y-o-y 9.4 8.9 9.7 9.3 8.9 8.5
Gross life premiums written, PKRbn 400.23 | 439.14 | 485.96 | 534.99 | 585.93 | 638.46
Gross life premiums written, PKR, % y-o-y 10.4 9.7 10.7 10.1 9.5 9.0
Gross non-life premiums written, PKRbn 136.16 | 145.21 | 154.92 | 165.31 | 176.43 | 188.36
Gross non-life premiums written, PKR, % y-o-y 6.6 6.6 6.7 6.7 6.7 6.8

e/f = Fitch Solutions estimate/forecast. Source: SBP, Fitch Solutions
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Parametric Coverage with Non-Damage Busi-
ness Interruption (NDBI) Insurance can fill

Protection gap post Pandemic

by Dipan Panja (BE, Flll), GIC Re

This Article is presented by
Dipan Panja (BE, Flll), GIC
Re, the winner of FAIR 2020
Article Competition

With the rise of Urbanisation
and economic development,
Business Insurance covers are
getting popular day by day as
every person, organization or
company wanted to hedge or
transfer the risk associated
with it.

With the economic growth
of world, the debt ratios are
increasing for every business
house and the immediate
choice for sustainability of the
business in uncertain times is
Business Insurance (Bl) cover-
age.

The foremost challenge faced
by a company is to stay afloat
during crisis and the prom-
inent palpable recourse for

companies is to rely on Busi-
ness Interruption insurance to
recover the losses of business
income.

The COVID-19 pandemic has
already proven to be an un-
precedented disaster, with a
much broader impact in terms
of scale & complexity, be it the
loss of human life or economic
loss. Due to COVID-19, several
countries have taken nation-
wide lockdown measures, eco-
nomic activities came to a halt
and businesses are facing var-
ious operational constraints,
resulting in severe disruptions
and temporary closings.

Traditionally the Bl insurance
is an extension to property
insurance policies, wherein



it covers short term financial
loss arising from interruption
to a business operation as a
result of damage to the busi-
ness premises or equipment.
However, these Bl policies do
not provide coverage to BI
losses not arising from phys-
ical damage to property and
assets.

Further to the above, the
coverage generally excludes
losses resulting from any com-
municable diseases/infectious
disease, as the standard word-
ings usually have these exclu-
sion clauses.

Though very few policies have
an add-on coverage of inter-
ruption of civil authority but
again the fundamental ques-
tion comes whether physical
damage are there and there-
fore many insurance compa-
nies are facing class action
lawsuits from insureds claim-
ing that policies and exten-
sions provide cover for COV-
ID-19 losses.

The regulators are also inter-
vening to clarify contractual
ambiguity. No doubt, on ac-
count of these above exclu-
sions, seemingly fitting nature
of the phrase “business inter-
ruption” to the current situa-
tion, Bl insurance is unlikely
to provide cover for COVID-19
related losses.

Generally Bl losses are on av-
erage 10-20-fold of PD losses
for normal risk losses but the
Bl loss quantum for non-dam-
age faced by the businesses in
this pandemic is expected to
be much more.

Non-Damage Business Inter-
ruption (NDBI)

The Non-Damage Business In-
terruption (NDBI) Insurance
has developed quite recently
and particularly in advanced
market and generally sought
through policy add-ons/ex-
tensions to existing Bl policies,
with some exception of a stan-
dalone NDBI insurance policy.

The utility sought through
NDBI extension is more fo-
cused for the exposures like
denial of access to premises
by the civil authority action,
infectious diseases, Cyber risk,
political unrest, supply chain
disruptions etc.

As per AGCS’s Risk Barometer
report 2020, Cyber incidenc-
es ranked first, and Business
interruption ranked second as
top perils faced by the compa-
nies globally.

Now a day’s consumer chain
& supply chain system are in-
terconnected, and any disrup-
tions have a cascading effect.

Contingent Business Interrup-
tion are now more widespread
than it was some years ago.
The telecommunication, soft-
ware or service companies are
more reliable on technology
wherein third-party suppliers
have a critical role.

Failure of Internet services,
data breach or server failure
may have a greater impact on
these lines of business. For
example, a Film production
house may suffer loss of pro-
duction due to political un-
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rest or loss of viewers due to
lockdown, which is happening
now in the pandemic. Even
the Bl risk can be reputational
also.

So, the businesses required
to identify the coverage gap,
review the risk management
practices, and need to apply
risk mitigation methodology
available in the market.

The NDBI covers are more tai-
lor made and can be suited for
the risks faced by the insured
for in their businesses.

Many companies who have
taken NDBI cover stand ad-
equately covered against BI
losses not arising from the
damage to property in this
pandemic.

However still these NDBI in-
surance markets are very
scant, less matured, and only
few insurers/reinsurers have
risk appetite for this type of
cover.

Being as an offbeat new prod-
uct the challenge lies with risk
assessment, risk modelling,
pricing and capacity required
for it.

The insurers required to de-
sign NDBI risk hedging options
by Reinsurance capacity or
trying different models.

This pandemic may provide
an opportunity to gauge the
potential value of NDBI cov-
er. NDBI covers can be further
developed with collaboration
of actuarial input and modern
technology like Artificial Intel-
ligence or Blockchain technol-

ogy.

Parametric Coverage can fill
the gap

After we emerge from this cri-
sis, parametric coverage might
take a resourceful place com-
bining NDBI covers.

There are still lacking in re-
spect of NDBI covers, which
can be filled with parametric
coverages with inputs from Al
or blockchain.

. \v;"
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When there’s a disruption to
any business operations due
to some unfortunate event the
insured don’t want to wait for
a lengthy survey or legal issues
but rather demands fast pay-
ment process that removes
the uncertainty of cash flow.

Parametric covers being very
simple in nature, the focus is
to pay out fast as per contrac-
tual conditions to the insured
when a covered event is trig-
gered to get the business back
up and running.

Generally business income
losses triggered by low-fre-
guency, high-severity catastro-
phe events like a devastating
earthquake or flood, with the
magnitude of the earthquake
and the water level data serv-
ing as the parameters that ac-
tivate the insurance.

Parametric cover can plug the
coverage gap of traditional in-
demnity programs. However,
in respect of NDBI covers, par-
ametric cover can be tailored
for multiple perils with trigger
point like loss of revenue more
than a certain percentage due
to pre specified perils.

The following examples are
illustrated to understand the
tailored coverage of it.

1. For Hospitality industries:
Loss of Business revenue
more than a certain per-
centage or reduction of
hospitality index can be
covered under parametric
insurance.

The perils could be dif-
ferent like pandemic, re-
duction of flight, NATCAT

events or political violence
etc. The revenues or prof-
it margin can be checked
with last 5-7 years data of
that business and with the
use of Big Data analytics
an average model can be
prepared for that location
and future growth can be
assumed.

If there is less than a cer-
tain percentage of footfall
to that hospitality indus-
tries due to specified per-
ils, claim payment process
can be initiated.

For Refineries or Petro-
chemical complex:

Loss of Gross Refinery
Margin (GRM) more than a
certain percentage can be
covered under parametric
insurance.

The perils could be dispa-
rate like very low crude
oil prices, trade war, civil
authority interruption or
leakage & contamination
etc.

Here we can use BIG Data
and Blockchain technology
to gauge the loss of refin-
ery margin and tailoring
of trigger point like more
than 50% loss of GRM up
to a predefined limit. After
removing the fluctuation
associated with crude oil
prices, the risk exposure
can be hedged through
parametric insurance.

If some small business-
es get a notice of audit
with respect to some
regulation, the cover will
help with predetermined
amount for financial loss
due to fine or legal charg-



es. Even for micro insur-
ance like payment of fi-
nancial loss (e.g. Late fees
or cancellation charges) on
account of delayed ship-
ping from manufacturer
under NDBI covers.

Though Lloyd’s had started
offering hotel-focused para-
metric product from last year
however there were few tak-
ers.

The idea of parametric cover
for precisely NDBI insurance is
to cater Business Interruption
coverage with linking trigger
point as loss of Business reve-
nues for multiple perils.

The perils may create a physi-
cal damage and may not at all,
but the business vulnerability
needs to be covered.

The insured always looks out
for quick liquidity post loss
and flexible use of funds, both
of which can be helped by par-
ametric covers.

Both parties to a risk-trans-
fer transaction like this would
generally agree to an author-
itative organization with pub-
licly available data, such as
the World Health Organization
(WHO) for pandemic or Na-
tional Disaster Response force
for Flood/hailstorm.

This approach does provide a
quick resolution for urgently
needed transactions where no
alternatives are available.

The quick cash flow at the
time of financial loss without
any litigation will make this
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Parametric NDBI cover an ex-
ceptional product.

Post 9/11 insurance market
was collapsed as terrorism in-
surance was never modelled.
However, post COVID-19 pan-
demic, the industry will not
collapse but some lines may
get affected.

The last pandemic SARS was
occurred in 2003 and from
that time pandemic modelling
had started. Post COVID-19
pandemic, there will be hard-
ening of rates and reduction
of coverage which enables
the perfect rise of Parametric
NDBI covers.

There will be demand for it
from the corporate houses as
every risk manager will review
their risk management prac-
tices and this can help plug the
coverage gap at prices clients
can afford.

Challenges and Opportunity

Unless the government’s will-
ingness to create a pool for
pandemic insurance, paramet-
ric NDBI insurance will be one
of the best risk transfer op-
tions for uncertain pandemic.

The underwriters can face
pricing and modelling chal-
lenge but with the use of In-
ternet of Things, Big Data and
Blockchain ledger technology
the insurance companies need
to evolve.

The world is getting more con-
nected through digital tech-
nologies and as a result now
we have an enormous level of
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data which can be processed
by Data Analytics.

The Insurance/Reinsurance
companies need to develop
different models with these
data for different event and
innovate ways to the dynam-
ics of that industry for pricing
precision.

From the underwriter side,
one of the key aspects of pric-
ing will be Business Continuity
plan for that particular indus-
try in an unplanned disrup-
tion.

As per Artemis survey nearly
half of the respondents esti-
mate that the non-life under-
writing loss will be between
USD 80-150 billion due to
COVID-19. Also 68% of the
survey respondents feel that
the pandemic will change BI
policy wordings.

It may happen that COVID-19
pandemic can be coined as
black swan event, but the loss
creep magnitude will be high.

Further to the above, the low-
er interest rates, lower bond
yields, dip of Return of Equity
and exposures in Credit insur-
ance will give headache to the
Re/Insurance companies and
may notch down the solvency
ratios.

The Insured should refocus on
protection gap and partners
with quality security to avoid
any surprises at the time of
claim.

Despite the challenges, it has
created an opportunity and
we need to tide up with our

collective underwriting pro-
cess and a renewed focus on
technical risk evaluation.

If the market demands and
there is scope to cover pan-
demic risk and we must offer
advance coverage solutions
with parametric NDBI cover-
age.

As there are always someone
who will grab the opportunity
and do innovative things in re-
sponse to the demand in mar-
ketplace.

Massachusetts, US based in-
surtech ‘Machine Cover’ have
already taken that opportuni-
ties and developing the first
parametric-based pandemic
insurance product designed
to fill the gap in the currently
available commercial insur-
ance policies.

There are opportunities for
capital markets and ILS com-
munities also by providing
capacity for reinsurance and
retrocessional transactions for
the insurers assuming original
risk.

It will be prudent to provide
more opportunities with par-
ametric NDBI insurance prod-
ucts to reduce the business
impact of the next one.

With these tailor-made cover-
ages, companies will be better
equipped to weather future
storms and become more re-
silient against future shocks
and disruptions like this one.
Parametric NDBI insurance
can be sold as a mainstream
product in near future due to
its simpler nature. m
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