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Global commercial insurance pricing up 18% in first quarter of 2021:

Global Insurance Market Index — 2021 Q1

Global commercial insurance prices increased 18%
in the first quarter of 2021, according to the Global
Insurance Market Index, a proprietary measure of
global commercial insurance premium pricing change
at renewal, representing the world’s major insurance
markets and comprising nearly 90% of Marsh’s
premium. The quarter is the first to show a fall in the
average rate of increase since the index reported the
first rise in global rates in Q4 2017. It follows year-
on-year average increases of 22% in the fourth quarter
and 20% in the third quarter of 2020.

According to the index, increases across geographies
moderated due to generally slower rate rises in property
insurance and financial and professional lines. The
UK, with a composite pricing increase of 35% (down
from 44% in Q4 2020) and the Pacific region, with
a 29% increase (down from 35% in Q4 2020) drove
the global composite rate. The rate of increase in the
US was 14% (down from 17%), in Pacific 29% (down
from 35%), in Asia 8% (down from 11%), and in Latin
America and the Caribbean 5% (down from 9%).

Among other findings, the survey noted:

* Global property insurance pricing was up 15% on
average, down from the 20% increase in the fourth
quarter 2020; casualty pricing was up 6% on average,
compared to a 7% increase in the prior quarter.

Global insurance composite pricing change
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* Pricing in financial and professional lines had the
highest rate of increase across the major insurance
product categories, at 40%, compared to 45% in the
previous quarter.

* Cyber insurance pricing diverged from the trend, with
prices increasing in the first quarter by 35% in the US
and 29% in the UK, driven by a rise in the frequency
and severity of losses. In the previous quarter, cyber
rates were 17% in the US and 26% in the UK.

To download full report, please Click Here
Source: Marsh

Rising Physical Climate Risks to Test Limits of Diversification

Increases in the frequency and severity of extreme environmental conditions will test the limits of risk diversification

over the coming decade, Fitch Ratings says in a new report.

Physical climate risks can be acute, such as storms,
or chronic, for example, drought. Both types of risk
are expected to worsen over the coming decade,
posing risks to companies and assets, supply chains
and economic growth. Insurance coverage is likely
to expand to address these risks, but underinsurance
remains a significant challenge, with two-thirds of
damages from extreme weather in 2020 uninsured,
and sectors and regions with particular exposure often
lacking coverage.

The potential for supply-chain disruption is also
growing, with many complex products, such as
battery metals and microprocessors, having high
exposure to regions of significant physical climate

risk. Companies with strong internal coordination and
contingency planning will be better placed to respond
to these shocks, which can have credit impacts ranging
from severe to manageable.

Ice storms in Texas in 1Q21 have led to severe
credit impacts on local power utilities, underlining
the speed at which physical climate risks can have
a financial impact — even on entities with previously
healthy profiles. Large asset owners, such as pension
funds and insurers, are increasingly scrutinising the
exposure of their investments to physical climate risks
and we believe the use of scenario analysis as a risk-
management tool will rise, with strong support from
central banks.
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https://info.marsh.com/l/395202/2021-04-29/bt3mfg/395202/1619726771GosTI1yR/global_insurance_market_index_q1_2021.pdf

Nonetheless, for pervasive, systemic risks such as climate change the options for risk diversification may be
limited. This increases the importance of ex-ante risk mitigation through collaboration between the public and
private sectors on adapting assets and infrastructure to climate change and developing blended finance mechanisms

that can offer targeted reductions in insurance premiums for activities that show evidence of risk mitigation.
Source: Fitch

ET SI DEMAIN TOUTES LES ASSURANCES ETAIENT

CONNECTEES?

11,7 milliards. Fin 2020, il y avait au monde plus
d’objets connectés que d’étres humains sur Terre. Et
I’on ne se mouillera pas trop en prédisant que cette
tendance devrait s’affermir dans les années a venir
avec le progres technologique et le déploiement de la
5G a grande échelle. Montre capable de contrdler vos
indicateurs de santé, capteurs surveillant votre maison,
émergence de la smart city... un monde d’opportunités
s’ouvre, auquel les assureurs ne doivent pas se montrer
insensibles.

Au-dela de la récolte des si précieuses données, I’loT
offre a I’assureur une passerelle pour se “connecter”

Objets connectés : zoom sur le marché BtoC francais
Chiffre d'affaires du marché des objets connectés en France, en millions d'euros

Répartition du CA par segment”

55 % Smart Home
® 7 626

@ 31 % Wearables
7 11%]_ 1443 -
®12% Drones &
gadgets
2 % Santé
253‘V
460

340 35% "
w "l
2014 2015

@ @@ *donnees de 2018
@statista FR Sources na arty, G

think?

Over the past nine weeks I’ve run a few posts in poll format designed to find out how the MENA
insurance industry interacts with its public and develops market strategies. The findings have been
very interesting and confirm the need for product reform, capacity consolidation, process innovation fe
and forward vision planning. Although the number of voters on each post was modest, I do believe
they are a true, humble sample of the current status quo.

64% of voters believe the public’s most important
influencer to buying insurance remains price. Only 2%
believe insurers’ performance and their prerequisite
capital security should be an influencer. Whilst I agree
that price is important, the public must be made aware
of the content value and level of security their hard-
earned cash is buying them.

91% of MENA voters believe that concerns over
existing socio-economic and geo-political issues
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avec son client. Il peut en tirer profit
sur plusieurs axes : en améliorant
I’expérience utilisateur et la fréquence
comme la pertinence des interactions,

en développant son offre en matiére Rédigé par
d'e pr’eventlon et de services a valeur | ovandre
ajoutée, ou en adressant le risque, dans |  pengloan

sa globalité, de maniere plus fine, au
service de I’assuré et de la société.

Des solutions concretes d’assurance basées sur I’loT
existent déja, a I'image du dispositif de protection
active imaginé par Luko ou du trés intéressant
projet My Risk Committee qui mise sur une
approche globale, dynamique et prédictive du
risque. Des défis demeurent, & commencer par
I’épineuse question des données personnelles.
Toutefois, dans notre monde hyperconnectg,
le potentiel doit a minima interpeller les
assureurs en 2021.

Un _ nouveau  paradigme d’assurance
susceptible de bouleverser 1’ancien mode de

pensée analogique — Matteo Carbone

JDN statlsta Ya

Regional Insurance

Innovation amongst MENA insurers

Source: Eficiens

— What do the insurers

91% of MENA voters believe that | AmerDaya-
concerns over existing socio-economic |Senior Market
and geo-political issues are the major | Executive
drivers prompting the public to buy | MENA Ninety
insurance. Okay, rightly so, given llqnsfurance&
. . A . elnsurance
what the region is experiencing today.  p o fecsional

However, in the background it is
unintentionally downplaying the silent rising danger
of natural catastrophes: droughts, storms, insect
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infestation, earthquakes, flash floods, etc. Whilst
MENA remains overwhelmed with its issues, nature
is NOT taking a holiday in the region. The worrying
signs are already there.

33% of voters equally agree that the industry in
MENA does NOT cross-sell often enough between
various lines, compile and manage quality data, and
innovate enough for the sector’s performance to begin
to compete with advanced world regions. These are
essential core drivers for strong, sustainable growth
and should NOT be downplayed.

74% of voters believe that a simple, uncomplicated
personal lines claim still needs more than three days to
be settled. In fact, 19% still believe it takes more than
13 days. This issue must be addressed by eliminating
existing layers of administrative waste, outdated
claims processes, and investing in transformation and
automated technology. Certain advanced markets are
now working against a horizon of a few minutes from
a claim’s submission.

55% of voters believe brokers and agents to be the
most popular insurance sales channel within MENA.
Yes, sales dependency on brokers and agents remains
very strong, but they will surely be losing ground to
online, digital and automated business. The young
and fast-growing MENA audience is fond of mobiles
and handheld gadgets. This is going to drive strong
interest in managing insurances online and ‘on the
go’ without the appointment of intermediaries. Those
intermediaries that develop their technology skills
and capabilities shall continue to keep market share,
otherwise the role of brokers and agents is going to be
seriously challenged over the next five years.

56% of voters believe that the most visible
transformation process in the MENA industry over the
next five years will be in client care (30%) and claims
payments (26%). Whilst I do not disagree, the counter
votes are pretty close. The region must invest heavily
in developing and acquiring the right talents. If change

in the industry is going to be sustainable and long-
term, it must be incubated within its Human Resources
and talent development strategies. This should drive
the required change in every segment of the industry
and deliver the visible service transformation for the
audiences.

51% of voters believe that the most in-demand product
category within MENA over the next five years will
be cyber and data. This is followed by personal and
financial planning, which further reconfirms the earlier
poll in which voters chose socio-economic concerns
as the most inducing factor that drives people to seek
better protection. The advent of automation, digital
and data dependency are going to not only drive the
demand for cyber and data products, but will also
increase the rate that personal and financial products
are traded online.

50% of voters believe that corporate governance has
inhibited most MENA insurers from performing better
in the region. More often than not, board structures
and antiquated management layers, coupled with very
centralised authority, limits talent development and
thinking outside-the-box. Staff incentive programs,
and professional development schemes underscoring
productive team spirits and innovative thinking, are
key for the region’s future success.

My polls have touched upon the most important
aspects of the industry in the region and attempted to
highlight its acute problems. It’s high time that issues
holding back the region’s development for decades are
addressed head on. The public’s awareness for value
is now developing much faster due to the advent of
the internet, social media, wireless data mobility and
accessibility to universal knowledge. Most recently,
COVID-19’s impact has highlighted the importance
of quality data managment and technology in fighting
the pandemic and virtually supporting business and
communities even whilst being confined at home.

Source: Ninety

Where next for D& O in the Middle East?

The article below, by Nicky Stokes, Head of Management Liability and Financial Institutions at
New Dawn Risk, was originally published in Middle East Insurance Review in May 2021.

There are signs that significant changes are afoot in
the litigation environment in the Middle East — and
this could have an impact on the directors and officers
insurance market.

The market for directors and officers (D&Q) insurance
in the Middle East is in something of a state of flux.

2024/05/10 [ssue 99 s

(D&O) insurance in the Middle East is in
something of a state of flux. Historically,

Nicky Stokes

regional demand for the product has Head of
been relatively limited due in part to the “C;%?ﬁte”;igt
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owned private companies in the area | |nstitutions at
who have simply not seen the need for New Dawn Risk




the product has been relatively limited due in part
to the proliferation of large, affluent, family-owned
private companies in the area who have simply not
seen the need for this type of risk transfer solution.
With demand for D&O insurance low, pricing of the
product has been relatively cheap, and it has been
viewed as something that is a nice-to-have rather than
a necessity.

Furthermore, the litigation environment — a potential
key driver for claims to be brought against directors
and officers — has been comparatively benign in the
Middle East. However, there are signs that significant
changes are afoot.

Regulatory developments

Up until recently, there had been a patchwork of
litigation regulation across this region. But as Middle
East states look to align with global standards and
reporting requirements, the regulatory burden is
increasing. In Saudi Arabia there is a massive drive to
regulate the financial services industry as part of the
government’s National Transformation Plan 2020 and
Saudi Vision 2030, designed to reduce the kingdom’s
dependence on oil, diversify its economy, and develop
public service sectors. One key development — among
a string of reforms under Vision 2030 — was the
introduction of a Bankruptcy Law in 2018, to further
encourage the participation of foreign and domestic
investors by structuring the business legal framework
and putting new regulations around businesses
operating in the kingdom. This is having a direct effect
on directors and officers as it makes it much easier
to identify where obligations have not been met.
Where duties are codified into law, it is much more
straightforward to bring a claim.

In October 2020, the UAE government made various
changes to its Bankruptcy Law to similar effect. In
another development in December 2017, one which
marked a first for the region, the Capital Market
Authority in Saudi Arabia introduced a new class action
regime for claims by shareholders of listed companies
in the country. Last year, the first lawsuit filed under
the regime was brought against the former board of
directors of Al-Mojil Group, its senior management
and its auditor for alleged violations committed during
the subscription in the company’s shares as part of its
2008 IPO. We should expect more to follow.

Claims drivers

In fact, the last few years have seen an increase in
regulatory investigations across the region, which has
changed the claims landscape for the directors and
officers of Middle Eastern companies. Criminal or
regulatory actions increasingly relate to allegations of

regulatory actions increasingly relate to allegations of
financial irregularities or accounting misstatements.
There has also been an increase in investigations into
alleged fraud, money laundering and embezzlement
by directors and officers.

Indeed, the wide range of D&O claims drivers that
is apparent the world over is increasingly present in
the Middle East. These include investor claims of
mismanagement against executives of companies in
distress to those that stem from criminal or regulatory
action against the directors and officers. We have
also seen claims stemming from third parties such as
private equity investors alleging financial irregularities
prior to their investment. And civil claims have arisen
against board management individuals for alleged
financial wrongdoing where the company has been
unable to repay debt to a lender.

An international market

Meanwhile, recent events have underlined the global
nature of the insurance market. A combination of
increasing litigation and regulatory risks, more
notifications, and profit pressures following years of
premium reductions are prompting underwriters to
carefully manage the capital they deploy for D&O
risks. TI1is has diminished insurer competition fole
buyers and resulted in higher rates and less favourable
coverage terms for most buyers.

Rates for D&O insurance have been hardening
significantly in the UK, and latterly in the US, for
some time. But prices in the Middle East have
followed suit. Increases at renewals are now starting
at a minimum of 20% and can rise into triple-digits.
Because the D&O market comprises a large number
of international insurers, price changes in the region
are being driven from a top-down perspective. Those
international insurers that have been hit hard in terms
of losses, in the UK and US for example, are looking
to remediate their books elsewhere.

As insurers’ appetite for D&O has diminished, this has
led to a reduction in capacity. For example, an insurer
that used to underwrite around $60m of Middle East
D&O may now do no more than $10m. Last year we
saw placements of $10m on the primary layer and
$1Sm on the excess for D&O insurance. This year,
placements dropped to around just $2m on the primary
and $Sm on the excess.

These factors have led to some difficult conversations
and pushback from buyers at renewals this year. For
example, an insured who bought $75m worth of cover
last year might have got a third of that for the same
price. This has always been a price-sensitive market
and, as a result, people are buying less cover than they
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have done in the past. We are starting to see a number
of businesses that are clearly under—insured for the
exposures that their directors and officers are facing, a
trend which may store up trouble for the future.

Interesting times ahead

Looking ahead, the risks facing directors and officers
in the Middle East are broadly in line with those that
their counterparts are exposed to elsewhere in the
world. Cyber is high on the agenda and there are a
number of recent cyber events in Saudi Arabia that
have hit both government ministries and petrochemical
firms, generating significant losses with the potential
to impact the D&O market. Saudi Aramco has seen
an increase in attempted cyber attacks since the
final quarter of 2019, which the company has so far
successfully countered. However, the increasing
magnitude and frequency of these incidents is a trend
that is only expected to worsen over time.

It is unclear at this early stage, but it is likely that
we will also see a string of claims against directors
and officers as a result of the coronavirus pandemic.
The situation is still evolving, but businesses in the
Middle East and elsewhere should brace themselves
for a likely flood of shareholder lawsuits. We have
seen some massive share price drops, and if investors
feel they were not fully informed about supply chain
vulnerabilities or distribution problems they may
choose to litigate. While there is no guarantee that
these claims will be upheld, there is a potentially
significant exposure to directors and officers in terms
of defence costs.

Arab Insurance SR

Emerging risks

Potentially an even bigger pandemic-related threat
to directors and officers in the Middle East and
elsewhere is the ongoing recession. With the near-term
economic and political outlook remaining uncertain,
D&O claims resulting from company insolvency are
likely to increase. Insolvency rates had already been
increasing in certain regions prior to the pandemic due
to slowing global trade and political threats.

Meanwhile, with COVID-19 vaccines finally being
rolled out, dealmakers are hoping for an economic
rebound and are targeting vulnerable or attractive
assets. There has been a dramatic increase in the
number of special purpose access companies — listed
vehicles that are pre-funded by backers and set up
ready to acquire a portfolio of businesses that look
ripe for investment — and blank cheque companies.
Anyone and everyone are looking to raise funds,
which could lead to bad deals being negotiated and
agreed in a rush to market. With rushed deals comes
a very high chance of failure — leading to an uptick in
D&O claims.

This would, without doubt, prolong the hard market
cycle already being experienced, which could continue
for another 24 months. Underwriters, brokers and
insurance buyers are trackirig D&O developments in
the Middle East closely. There could be tough times
ahead.

Source: New Dawn Risk
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Life insurance expected to become more important as a savings vehicle

Savings in Morocco are forecast to shift increasingly towards life insurance and securities, with the focus away

from bank deposits.

At present, bank deposits command 87% of total
savings in the country of more than MADS800bn
($89.6bn). This is the total financial wealth of
households in Morocco apart from real estate. 11%
goes to life insurance (MAD87bn) and 7% to securities
(MADO60bn), according to local media reports.

Mr Driss Maghraoui, deputy general manager in
charge of the personal life division of Wafa Assurance
Morocco, said, “This distribution will change in the
years to come in favour of life insurance and securities.

“There will be no cannibalisation, but a modification
in the physiognomy while having growth in the
three segments. We are at the beginning of the story
compared to a mature market like France where 40%

of savings are concentrated in life insurance plans,
against 30% for bank deposits and 30% for securities.”

Mr Maghraoui predicts that Morocco “will soon have
60% of savings in bank deposits, 20% in life insurance
and 20% in securities”. This development can be
attributed mainly to the drop in the yield provided
by term deposits and passbook accounts, following,
in particular, the reduction in the key rate, which
currently stands at 1.5% after two successive cuts of
25 basis points and 50 basis points respectively in
March and June 2020.

The gradual change in the profile of the saver, the spurt
in digital transformation, and financial education will
accelerate this migration from bank deposits.

Source: Middle East Insurance Review

Les primes émises ont progressé de 5,3% a fin mars 2021

Les indicateurs relatifs au secteur des assurances publiés par I’ACAPS au titre du mois de mars 2021 montrent
que les primes émises ont progresse de 5,3% s’¢tablissant a 3,2 Mds de DH. Le cumul des primes a augmenté de
3,3% a 14,4 Mds de DH a la méme période. Apres un recul li€ a la crise sanitaire, les primes émises renouent avec
la croissance

Par branche, les primes liées a la Vie ont augmenté de 8,1% a 1,5
MDH a fin mars 2021. Le cumul des primes a par contre baissé de
1,8% a5,1 Mds de DH. L’épargne support Unités de comptes a affiché
la plus forte baisse soit -17,9% a fin mars 2021.

S’agissant de la branche Non vie, les primes émises ont augmenté
de 3% a 1,7 Md de DH a fin mars. Le cumul a grimpé de 6,3% a 9,3
Mds de DH a la méme période. La structure des primes montre la
prédominance de 1I’automobile avec 4,2 Mds de DH a fin mars 2021.

Structure des primes ...

Automobile | IIEEGG 1 3734
Epargne- supports dirhams [N & o0, 4
hocidents corporels [ 12216
ATSL MP N 11703
Décés [N 8504
Incendie [ 7752
Assistance - crédit - caution [ 7480
Epargne - Supports (UC) [l 3259
RC Générale [ 2742
Trargport [l 2529

ax g s : Autres opérations mon vie [l 2123
En matlere’de placements, on note que lra gonﬁguratlonn a quasiment Evénements_ [ 1911
pas changé par rapport aux mois précédents. Les Actifs de taux — accepationsnon-vie B 1309
, g o 5 o 9 or|o Ri fur I &7
représentent 52%, suivis des Actifs actions 42%. L’immobilier Acreptations.vie | o0
représente 4%. Les placements se sont établis a 177 Mds de DH
représentant une hausse de 1,7%.

Pour consulter le rapport, veuillez cliquer ici
Source: Eco Actu & ACAPS
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https://www.acaps.ma/sites/default/files/publication_documents/stat_mars_2021_vf.pdf
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South African giant buys additional stake in Kingdom’s leading insurer

Morocco: South Africa’s largest insurer, the Sanlam
Group, has announced its acquisition of a 22.8%
stake in Saham Assurance Morocco, for ZAR1.98bn
($137.1m).

On completion of the deal, Saham will increase its
stake in the Moroccan insurer from 61.7% to 84.5%.

The announcement of the acquisition is in line with
Sanlam’s move to search for opportunities elsewhere
in Africa because of slow growth in the South African
market.

The transaction is subject to regulatory approval
from the appropriate Moroccan and South African
authorities. The deal is expected to be completed by
the end of the third quarter of this year.

Sanlam says that it will purchase the stock from its
Moroccan partner and business mogul Said Alj and
two entities related to him, it said. As part of the deal,
the sellers had agreed to reinvest 50% of the proceeds
to acquire shares in Sanlam on the open market in the
next few months, which would be held for a minimum
of two years, Sanlam says.

Sanlam paid $1.1bn to acquire the remaining 53.37%
stake in Moroccan insurance firm Saham Finances in
2018 that it did not already own. Saham Finances is a
pan-African insurer with a presence in more than 30
countries across the continent. Saham Finances is a
majority shareholder of Saham Assurance Morocco.

Source: Middle East Insurance Review

AM Best Upgrades Credit Ratings of Qatar Islamic Insurance Group

Qatar: AM Best has upgraded the Financial Strength
Rating to A- (Excellent) from B++ (Good) and the
Long-Term Issuer Credit Rating to “a-” from “bbb+”
of Qatar Islamic Insurance Group Q.P.S.C. (QIIG)
(Qatar). The outlook of these Credit Ratings (ratings)
has been revised to stable from positive.

The ratings reflect QIIG’s balance sheet strength,
which AM Best assesses as very strong, as well as its
strong operating performance, limited business profile
and appropriate enterprise risk management.

The rating upgrades reflect continued strengthening of
QIIG’s capital base through the retention of earnings
as the company continues to demonstrate strong
operating returns. In 2020, capital and surplus grew
by 4.5% to reach QAR 396 million (QAR 591 million
including policyholders’ fund). QIIG employs a hybrid
takaful model, whereby the shareholders’ fund charges
the policyholders’ fund (PHF) a Wakala fee based on

Disclamer:
The opinions expressed in the articles doesn*t reflect GAIF positions;

the statistics are the sole responsibility of the articles authors

gross written contributions (GWC) and a Mudaraba
fee based on investment income. QIIG’s ability to
accumulate surpluses within the PHF, whilst regularly
distributing surplus back to policyholders, supports
the sustainability of the takaful model.QIIG’s balance
sheet strength is underpinned by its risk-adjusted
capitalisation at the strongest level, as measured by
Best’s Capital Adequacy Ratio (BCAR). The group is
less reliant on reinsurance compared with its regional
peers, and the programme is placed with a well-rated
reinsurance panel. QIIG maintains sufficient liquidity
to support its insurance operations; however, it is
exposed to illiquid assets in the form of real estate
and investments in associates, which accounted for
approximately 51% of total investments as at year-end
2020. AM Best expects the group to continue to move
into alignment with regulatory requirements with
regard to its investment concentrations.
Source: AM Best
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