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World Insurance

Stirred, and not shaken

Sigma 3/2023 - World insurance

Global economic growth has been stronger than anticipated so far this year, but a slowdown in the second half
remains on the cards. Still-high inflation means today’s interest rate mantra is “higher for longer”, which has

implications for the insurance sector also.

High interest rates sparked bank sector instabilities
earlier this year but with their sound capital positions,
insurers have not been shaken by the disruptions in the
financial system. If anything, we expect the industry
to demonstrate resilience over the next two years.
We forecast that global insurance (non-life and life)
premiums will grow by 1.1% in 2023 and 1.7% in
2024 in real terms, after contracting by 1.1% in 2022.
And, reflecting the stirrings of market growth, we
see premium volumes rising a new high this year, in
nominal terms.

As the Table below shows, in terms of nominal
premiums, last year the US remained by far the largest
insurance market in the world. China and the UK
ranked as the top 2 and 3, respectively. Canada, India
and most notably Brazil increased their shares of global
premiums last year. We forecast that India will be the
sixth largest market by 2032.

Non-life

In non-life, the main driver of the growth will be market
hardening in commercial and now also personal lines,
with insurers raising premium prices to offset inflation-
induced rising claims costs. We see the motor segment
returning to growth after three years of contraction,
but a decline in health premiums due to the end of the
pandemic support policies in the US could offset gains
in other lines.

“With inflation pressures still persistent, hard market
conditions in non life are set to continue as insurers
offset elevated claims costs with higher premium prices.
Once disinflation takes hold with prices decreasing, less
expensive claims and greater returns from interest rate
sensitive investments should further support industry
profitability,” Jérome Haegeli, Swiss Re’s Group Chief

Real premium growth, 2020-2024F, total, non-life and life
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Economist said.

Life

In life insurance, rising wages and interest rates in
advanced markets are creating favourable growth and
profitability tailwinds, including demand for annuities
and pension risk transfer products. We also see new
life risk pools in Hong Kong as a result of China’s
reopening. Global savings products premiums should
grow, driven by an estimated 4.3% gain in the emerging
markets.

The profit outlook for life insurers is positive, based
on four key drivers: improved investment returns,
normalisation of COVID-19 related claims, a de-risking
of pension and annuity premiums, and a stabilisation of
earnings volatilities with implementation of the IFRS
17 accounting framework this year. On the downside,
however, amidst the low growth and still-high inflation
environment, we flag credit downgrades and lapses as
two potential tail risks for sector earnings.

To download sigma3, please click here

Source: Swiss Re
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Economic impact of cybercrime on business predicted to reach
$10.5 trillion by 2025: Cybersecurity Ventures

The threats that are posed by new technologies such as artificial intelligence (AI), which had consistently reduced
since 2021, is now predicted to be a growing threat for the next 12 months ahead, according to Beazley’s latest
Risk & Resilience report: Spotlight on: Cyber & Technology Risks 2023.

The report highlighted key areas such as ransomware
and other cyber-attacks to the threats posed by Al

The economic impact of cybercrime on business
across the globe continues to reach new levels, with
the cost predicted to reach US $10.5 trillion by 2025,
according to research by Cybersecurity Ventures.
However, boardroom focus on cyber risk appears to
be diminishing. The perceived threat of cyber risk to
global business leaders peaked in 2021 at 34%, and
over the past two years, the risk perception has dropped
to 27%.

According to Beazley, in 2024, it is predicted to remain
at 27% whilst business preparedness for this risk
continues to decline.

Elsewhere, as cyber fears decrease, the technological
risk landscape has fragmented, with executives
growing concerned about the perceived threat posed
by disruptive new technologies, such as Al, as the risk
of cybercrime.

Beazley highlights that failing to keep pace with
technology and adapting to new innovations is an
issue that 26% of global business leaders identified as
their key technological concern. But, at the same time,
resilience to this threat is on the decline with 21% of all
businesses saying that they cannot maintain the pace of
change.

Another noteworthy statistic is that leaders are also
beginning to turn their attention to other concerns such
as the risk of theft of their intellectual property (IP)
with 24% of business leaders ranking it as their top risk
in 2023, more than double what it was in 2021 (11%).

It is also worth highlighting that IP theft has become
the cyber and technology risk for which businesses
across the global feel the least prepared for, with more
than one in four businesses (26%) reporting they feel
“ill-equipped” to mitigate this risk.

Despite overall concern around cybercrime tracking
downwards, Beazley stated that small and medium
sized businesses (SMEs) are increasingly aware of
their limited ability to mitigate cybercrime threats and
the specialist insurer’s data suggests they feel more
exposed than ever.

Companies with an annual revenue of US $250,000 to
US $999,999 report feeling less prepared to deal with
cyber risks in 2023 (76%) than they did in 2022 (70%).

Global year-on-year change of business’ risk and resilience to cyber and technology issues 2022-23
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Beazley’s data heavily outlines how cyber hacking
groups are becoming more specialised and diversified,
with some groups now using SME’s security systems
as a training ground for new hackers to learn their trade.

Paul Bantick, Group Head of Cyber Risks, Beazley,
said: “Business leaders are finding it a struggle to
keep up with the constantly evolving cyber threat.
But worryingly they appear less concerned by cyber
risk than a couple of years ago. This could be because
they have been lulled into a false sense of security as
the war in Ukraine led to a temporary reduction in
the ransomware threat level when a number of cyber
gangs splintered, but this situation is only temporary
and should not be viewed as the new normal.

“As the MOVEit hack has proved, the bad actors are
always looking for new ways to attack with tactics
ranging from third party supplier attacks to more
sophisticated social engineering and phishing attack
techniques. Businesses of all sizes and across all
industries cannot afford to take their eye off the ball,
just at a moment when cyber criminals are starting to
look to make up for profits lost over the past 18 months.

“The emergence of Al and other tech innovations as
well as the increase in concerns over IP theft are now
front of mind for many business leaders globally. These
threats are fast evolving and unfamiliar, with many
companies being caught on the back-foot when dealing
with the risk. For the insurance industry, working with
clients to help them tackle these challenges is vital to
ensuring businesses operate in as safe an environment
as possible. We need to continue to work with our
clients to explain how they can improve their resilience
to cyber and technology risks, and encourage them to
adopt a defence in depth risk mitigation strategy.”

Source: Reinsurance News
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Higher reinsurance costs place pressure on global insurers’ credit
ratings

Global insurers are facing increased scrutiny as their credit ratings come under pressure due to rising reinsurance
costs that compel them to reduce coverage and assume more risks, according to new analysis from DBRS

g4

Morningstar.

Citing preliminary data from Guy Carpenter,
Morningstar reported that global reinsurance prices
surged by 27% in January compared to the previous
year.

This marks the sixth consecutive year of price increases
and the largest annual jump since 2006, following the
aftermath of hurricanes Katrina, Rita, and Wilma.

“We expect the tougher reinsurance market conditions
to continue in the short to medium term, putting to
the test insurers’ risk management capabilities,” the
analysis said.

Considering these hikes, Morningstar warned that
insurers who maintain optimal reinsurance levels
without raising premiums are likely to experience a
deterioration in their underwriting profits.

Conversely, those who reduce reinsurance coverage
may experience more volatile earnings as risks
materialise.

To navigate these challenges, Morningstar highlighted
three options for insurers to consider:

* Pay more for the same reinsurance program

* Limit new business or withdraw from certain regions

or business lines
* Adjust reinsurance programs and strategies

The second approach is one that a handful of major
US carriers have taken, pulling back from offering
new policies in the high-risk markets of California and
Florida.

However, it was that third option that proved to be the
most popular during the January — June 2023 renewal
period.

But Morningstar advised that while adjustments to
their reinsurance programs and strategies may be well
within the risk appetite of certain insurers, others may
not be as well capitalized.

“Ultimately, reduced reinsurance coverage affects
insurers’ ability to tolerate higher earnings volatility,
and it means that companies need to hold more capital
to protect against higher exposure levels,” the analysis
said.

Overall, Morningstar declared that “the soft reinsurance
market is decidedly over,” stressing that insurers need
to be adaptable in this new market environment.

Source: Insurance Business mag.

“Al+Insurance” toresultin entirely newinsuranceinfrastructure

ZhongAn Online P&C Insurance, China’s first online-only insurance company, says that the shift from digital
intelligence to “Al +insurance” will revolutionise the selling and management of insurance, paving the way for an
entirely new insurance infrastructure.

This view was presented last week at the “Next
Generation Digital Infrastructure, Brand New Value
for Insurance Ecosystem” subforum of the 2023 World

Artificial Intelligence Conference (WAIC2023). The
presentation covered the re-engineering of applications,
the redefinition of industry best practices and the

2028/07/17  [(ssue 200 sd= 55
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exploration of new opportunities.

At the WAIC, Jiang Jiyun, CTO of ZhongAn, unveiled
the industry’s first Al-generated content (AIGC)
application roadmap and the first generation of AIGC
application tools for vertical use cases. These tools
include a content management platform and a business
analytics platform.

With the wealth of data collected encompassing every
possible use case spanning the entire “production
chain” from the sales and management of insurance
policies to the handling of claims for both businesses
and consumers, the insurance industry is positioned
to establish a robust foundation for the application of
AIGC technology.

Regional Insurance

With the deployment of proprietary large-scale models
for more vertical industries, AIGC will showcase the
potential of seamless integration and migration of data,
delivering benefits such as personalised customisation
and risk management, and further bringing more
efficient, intelligent and client-focused services.

It is rapidly becoming incumbent upon the insurance
industry to gather together the specific expertise and
talent that each stakeholder can offer so that entry
into and embrace of the Al era can occur in a timely
manner, even if the incorporation of AIGC into business
processes is still at the stage of theoretical deduction
and practical exploration says ZhongAn.

Source: Asia Insurance Review

GCC: 78% of listed insurers transition to IFRS 17 in Q1 2023,
combined impact on Equity negligible

Following years of preparation, 60 of 77 listed insurers
in the GCC region have published the first set of [IFRS
17 compliant financial reports that confirm a negligible
(combined) impact of transition on Equity amounting
to ~USD 70mn (or 0.5%) according to the Q1 2023:
GCC Performance Periodical by Insurance Monitor in
association with Lux Actuaries and Consultants. The
report however adds that the combined impact is net of
favourable transition impacts, noting that four insurers
alone account for a positive impact of ~USD 68m. At
insurer-level, the highest negative impact has been
accounted for by TKFL (UAE) amounting to USD
33.7mn (~24%).

For the comparable period (Q1 2022) the report finds
that the restatement as per IFRS 17 has had a favourable
impact on the combined ratio and overall net profit in

comparison to the previously reported results as per
IFRS 4.

Given the inconsistencies in reporting for Q1 2023, the
report assumes certain adjustments as far as practical
to consolidate and meaningfully interpret the results of
the remaining 17 insurers that have not transitioned to
IFRS 17 but represent a material part of the total data
set. The observations for Q1 2023:

* Strong growth in top line of 16.2% reaching USD
7.2bn but averages down to 7.4% on exclusion of KSA
where revenue spiked by 27.2%. Note: Top two insurers
account for nearly two-thirds of the market growth.

* KSA’s growth in revenue has also outpaced the
increase in net combined costs of 22% ending the
quarter with a favourable swing in underwriting results

and 4.3% points drop in the combined ratio.

* Underwriting performance has weakened by 1.0%
point for the rest of the region (combined) with at
least 31 insurers (KSA included) having incurred
underwriting  losses.

* Net profit however, has increased by 9.5% cushioned
by a considerable increase in investment income on the
back of high interest rates and mark to market gains on
investments held for trading. In all, at least 14 insurers
have reported net losses for the quarter.

Other notable developments in the period include the
rating downgrade of four insurers due to a continued
breach of solvency regulations including MEDGULF
(KSA) that has seen the third consecutive rating
downgrade reaching Caal in under nine months. In
the UAE, solvency deficits have come into the open
with mandatory disclosure requirements exposing at
least six defaulters that are likely to prioritize remedial
plans following the recent administrative sanctions
faced by METHAQ. The upcoming increased capital
requirements in KSA is also expected to promote
market consolidation with at least three binding merger
agreements signed so far in 2023.

The Q1 2023: GCC Performance Periodical features
an exclusive section on the transition to IFRS 17 in
addition to the financial performance with data tables,
stock performance, capital management, merger and
acquisition activity and financial strength ratings of the
listed insurers in the region.

To read more details, please click here

Source: Insurance Monitor
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Saudi Arabia overtakes UAE as biggest market in the region

Saudi Arabia surged past the UAE in terms of premium volume in 2022 to become the leading insurance market

in MENA.

Swiss Re Institute’s latest sigma report, titled “World
insurance: stirred, and not shaken”, places Saudi

Arabia as 35th biggest globally in 2022, jumping by
three ranks from 2021. The UAE maintained its 36th
place in 2022, the same as in 2021. The third biggest
market in the region is Turkiye which rose two ranks to

the 37th position in 2022.
Total premium volume in US$ in 2022 in the Middle East

Despite their rankings, each of the top three markets in
the region only managed to account for a 0.2% share of
the world market.

The following table summarises the rankings of
insurance markets in MENA by premium volume:

Ranking Premium volume $ m Changes (%) in 2022 Share of
Market Inflation- world
2022 2021 2022 2021 Nominal ) djusted marlzoe/:)ZOZZ
35 38  Saudi Arabia 14,228 11,208 26.9 23.9 0.2
36 36 UAE 13,255 11,859 11.8 6.6 0.2
37 39  Turkiye 13,172 10,895 20.9 31.1 0.2
48 48 Morocco 5,236 5,542 -5.5 0.1 0.1
55 56  Egypt 3,182 2,925 8.8 5.1 0.0
61 66  Lebanon 2,048 1,707 20.0 -55.8 0.0
67 68  Qatar 1,762 1,606 9.8 4.5 0.0
69 71  Kuwait 1,698 1,539 10.3 7.7 0.0
76 77 Oman 1,344 1,248 7.7 4.7 0.0
78 80  Algeria 1,210 1,077 12.3 7.7 0.0
83 81 Tunisia 1,006 1,014 -0.8 1.7 0.0
84 85  Jordan 994 893 9.4 11.3 0.0
88 88  Bahrain 799 734 8.9 5.0 0.0

6,782,235

Y srab e I8
Egypt

6,764,694

Source: Middle East Insurance Review
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IA: AtlantaSanad Assurance lance le 1er service chatbot sur le marché
marocain

Morocco: Soucieuse d’améliorer continuellement
I’expérience client, AtlantaSanad Assurance a lancé
récemment un nouveau service chatbot intégré dans
les applications de messagerie instantanée telles
que WhatsApp, Messenger, Instagram ainsi que sur
I’application chat de son site web. Retour sur les
avantages de ce service d’intelligence artificielle
conversationnelle qui révolutionne la relation client
dans le secteur de I’assurance.

Dans sa quéte perpétuelle d’innovation et dans le
cadre de sa volonté¢ d’améliorer 1’expérience client,
AtlantaSanad Assurance a développé un service
utilisant I’intelligence artificielle pour répondre a une
panoplie de requétes de ses clients actuels et potentiels
a travers le service chatbot intégré dans différentes
applications de messagerie instantanée.

Etant un logiciel capable d’engager une conversation
de type humain avec un utilisateur, ce chatbot
révolutionne la relation client grace a sa rapidité, son
efficacité et la pertinence de ses réponses.

Comment ¢a fonctionne ? Ce chatbot utilise I'IA pour
simuler des conversations avec des utilisateurs humains.
Concrétement, 'utilisateur demande un devis ou une
requéte de suivi d’un dossier de sinistre automobile ou

B3ES) loe fdouiadl leusd! o.>5> &9) Lg 5h>=“ odo MWﬁ
OEadly cpyeiiual) FLE 0989 0gady (rel] glad )yt
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maladie sur une application de messagerie et le chatbot
répond a sa requéte en fournissant les informations
demandées ou en exécutant une offre de prix.

En effet, qu’il s’agisse de 1’assurance automobile,
de D’assurance maladie complémentaire ou de Ila
multirisque habitation, le chatbot d’AtlantaSanad
Assurance est programmé pour fournir des réponses
pertinentes de maniére instantanée.

Pour [D’assurance automobile, [’utilisateur peut
demander un devis, déclarer un sinistre a travers le
e-constat ou suivre I’historique et I’avancement de son
dossier sinistre. Pour ce qui est de I’assurance maladie
complémentaire, I’assuré peut faire sa déclaration et
suivre son dossier jusqu’au remboursement a travers le
service messagerie de son choix ou via le site web de
la compagnie.

Enfin, 1’assurance multirisque habitation offre pour
I’instant le service de devis instantané et compte offrir
trés prochainement la possibilité de déclarer et suivre
les sinistres sur les applications de messagerie.

«Ainsi, qu’il s’agisse de demander un devis, de déclarer
un sinistre, de déposer une demande d’indemnisation ou
de suivre son dossier, ’utilisateur est servi de maniére
rapide et efficace et son expérience avec AtlantaSanad
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Assurance devient aussi fluide qu’intuitive », explique
le top management.

Alimenté par I’ A conversationnelle, le chatbot mis en
place par AtlantaSanad Assurance est un outil numérique
avant-gardiste permettant de mieux servir les clients et
prospects notamment a travers son processus simplifié
et performant disponible 7j/7 et 24h/24 ainsi que via

les possibilités qu’il offre pour étendre ses capacités et
améliorer ses services de maniere évolutive.

Parailleurs, les fonctionnalités de ce chatbot permettront
a la compagnie de collecter de précieux commentaires
de la part des clients, analyser les interactions et
déterminer ainsi ce qui nécessite une amélioration a

R .
I’avenir. Source: Eco Actu

Al Baraka Bank raises its stake in E1 Amana Takaful to 100%

Tunisia: In conjunction with Al Baraka SICAR, Al
Baraka Bank Tunisia has announced a takeover bid for
the acquisition of 51.08% of the capital of El Amana
Takaful. The transaction is valued at 15.5 million TND
(5.04 million USD).

The bank’s stake in the Tunisian insurance company

will thus go up from 48.92% to 100%.

With this deal, Al Baraka Bank aims to meet the
conditions set by the Financial Market Council (CMF),
which imposed a mandatory takeover bid on Al Baraka
Bank Tunisia and Al Baraka SICAR for the remainder
of El Amana Takaful’s capital.

Source: Atlas Magazine

Fitch Ratings affirms Tunis Re’s rating

Tunisia: Fitch Ratings has confirmed the “AA (tun)”
financial strength rating of the Société Tunisienne de
Réassurance (Tunis Re). The outlook remains stable.

The rating reflects the reinsurer’s leading position in the
local market, its adequate capitalization and its strong
profitability. Despite the negative impact of inflation

and currency effects due to the rise in the value of the
US dollar, the company recorded a combined ratio of
91.7% and a return on equity (ROE) of 8.6% in 2022.

Still according to Fitch, the downward revision of
Tunisia’s sovereign rating from “CCC+” to “CCC-”
has no impact on the quality of Tunis Re’s rating.

Source: Atlas Magazine
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