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2020 0il & Gas industry Outlook Exploring.

Miss/ Amany Al-Mahy

Head of the Technical Office of the
Chairman and Board Directors of
Misr Insurance Company

Oil & Gas Industry trends and impact of COVID-19

- Oil & Gas industry outlook Projected the biggest chal-
lenges in 2020 would be weakening economic growth,
intensifying traob tensions, and global political risks.

Understanding the new Oil & gas industry trend.

The spread of covid-19 has disrupted global financial
and commodity markets, as well as the Oil & Gas in-
dustry, now showing decline in energy demand without
parallel.

In an industry used to the highs and lows of eco-
nomic and commodity price cycles, 2020 poses great
challenges to Oil & Gas Companies.

- As we evaluate the most prominent trends and issues
for the Oil & Gas sectors, executives in this businesses
seem keenly aware a wider microeconomic and busi-
ness environmental risks, which seem to be gaining
strength, Among these are :-

- Weakening economic growth .

- Ongoing, perhaps intensifying, trade tensions, which
can create uncertainty, dampen growth, and lead to
modifications in long-established supply chain,

- The many political risks, of course including:-

- Tensions in the middle east
between multiple states and
non-state actors with different
objectives.

- The US election cycle.

- The outcome of the brex-
it process in Europe and,
while walking the tightrope
across these shifting sands
in 2020, fundamental chang-
es in the long terms business
environment could become
more salien. So, attention to
the coming disruptive forces
associated with this century’s
energy transition and sustain-
ability imperative is increas-
ing by crucial alongside day-
to-day positioning.

- 2020 QOil & Gas sector trends:-

- Trade and economic head-
winds are causing uncertain-
ty for fuel markets.

- Increasing security and de-
creasing demand of global oil
supply

- LNG volumes are up, but

sanctioning new projects will
be hard.

- Oil & GAS investors are expecting increased efficien-
cies despite slowdown.

- The energy transition is gaining momentum in the Oil
& Gas sector.

Balancing the short. And long-term needs we see signs
that many of the lessons from Oil & Gas of the large
swings in the price environment and from chemicals
of the market dislocations have been taken on board,
and these industries, as a whole, are better equipped to
face the future than they have been at any time in the
past decade. While carefully building capabilities for
the long term future around the energy transition and
the circular economy.

Strategies should help stabilize performance and reas-
sure financial markets in the near term.

Insurance

The insurance industry is well placed to accelerate
to the transition from Oil & Gas to renewable ener-

sources.

The Oil & Gas insurance sector is highly concentrated
with the top- 10 carriers controlling more than (70%)of
the market (biggest providers of cover to the Oil & Gas
industry).

(AIG, Allianz, Chubb, liberty, Mapfre, AXA, Munich-Re,
PICC, Tokyo Marine and the Hartford).

Insurance companies also need to be their stewardship
activities, membership in trade associations and posi-
tions, this must include forceful advocacy for green re-
covery from COVID-19 with thier strong understanding
of the disastrous consequences of an unmanageable
pandemic.

The recent decline in Oil prices is also having a signifi-
cant impact on energy insurers. While cost-cutting may
actually make energy companies safer, they can also
reduce premiums paid for insur-
ance coverage. Premium may
also be negatively affected by
the consolidation of energy com-
panies and customers renegoti-
ating contracts to cut costs, both
of which occurs in a declining Oll
price environment.

Reductions in premium paid for
insurance coverage as a result
of either of these factors would
negatively impact the value in-
surers.

Future more, energy insurers
with higher exposure to energy
risk in their investment portfoli-
os may ultimately be affected to
a greater degree by volatile Oil
& Gas price environment than
those with fewer energy invest-
ments

In response to current Oil & Gas
market, we believe the time has
come for more innovation for
new products and service to be
developed to attract the interest
of the buyers.

Innovation and adaption will
be the keys for energy insurers
to retain in volatile Oil & Gas
price environment.




Revue de hassurance COVID-19

Mr/ Fouad AGOUGOU

Consultant — Formateur en Assurance

Ex Chef de Division Marketing SAA/ Assistant PDG
Diplomé de I'Institut de Financement du
Développement du Maghreb Arab IFiD — Tunis

Quel est I'impact de la pan-
démie sur le secteur des
assurances ?

Phénomeéne catastrophique
de nature extraordinaire, le
COVID-19 instaure une crise sanitaire de grande enver-
gure qui bascule rapidement en crise économique majeur
de par les pertes massives qu’elle entraine et les consé-
quences néfastes sur I'ensemble des facteurs de crois-
sance a I'échelle mondiale.

Veéritable crash test pour le monde de I'assurance cette
pandémie bouleverse profondément les modeles com-
merciaux classiques des Assureurs et impact l'industrie
des Assurances comme un Tsunami qui ravage toute la
planete voir méme une météorite qui percute la terre de
plein fouet.

A juste titre, le coronavirus aggrave la situation du mar-
ché des Assurances Algérien qui, déja fortement impacté
par une crise caractérisée par un manque palpable de
liquidité et une baisse drastique en souscriptions Automo-
bile, locomotive incontestable et condition sine qua non a
toute croissance, enregistre un recul de chiffre d’affaires
de I'ordre de 10% au premier trimestre 2020 par rapport a
la méme période de 2019.

Ce recul est expliqué par deux raisons principales suivant
I’'Union Algérienne des Assurances a savoir :

® La premiere concerne la nouvelle taxe sur I'environ-
nement que les assureurs sont obligés de prélever
pour le compte de I'Etat. Cette taxe oblige certains
assurés a se rabattre sur les garanties automobiles
les moins onéreuses ;

® Deuxieme raison, la suspension des activites des
usines de montage automobile a entrainé I'arrét des
ventes de vehicules, d’ou la baisse des souscrip-
tions.

Par conséquent, les Compagnies d’assurance Algériennes
a l'instar des autres Sociétés d’assurances mondiales de-
vront faire face a un scénario combinant des variables de
détérioration aigue des résultats comme suit :

¢ Une chute brutale du chiffre d’affaires ;

® Une augmentation de la non-assurance ;

® Une hausse de la sinistralite des branches maladie ;
incapacité/invalidite, déces, vie et assurance-crédit ;

® Une augmentation importante des provisions tech-
niques.

Cette crise sanitaire mondiale est de loin le plus grand défi ja-
mais affronté par I'industrie de I'assurance dont les couts esti-
més pourraient atteindre des centaines de milliards de dollars
selon John Neal, Directeur Général du Lloyd’s de Londres.

Ces couts dépasseraient alors largement ceux de I'Ou-
ragan Katrina de 2005 et les attaques terroristes du 11
septembre 2001, les deux événements les plus marquants
des deux dernieres décennies.

Comment les assureurs peuvent-ils faire face aux
conséquences des pandémies ?

Opérationnellement, a linstar des autres Sociétés com-
merciales, cette crise a eu comme conséquence immeé-
diate I'activation des plans de continuation d’activite PCA
notamment par la mise en place de télétravail ou d'’utilisa-
tions de cloud.

Afin de faire face aux conséquences de I'effondrement des
marchés tels que I'assurance vie qui se trouve déja im-
pactée par des taux d’intérets bas voir meme négatif, le
marché de I'aviation dont les pertes sont évaluées a plu-
sieurs centaines de milliards de dollars selon ’Association
internationale du transport aérien et 'assurance Cyber ex-
posée a une forte sinistralité induite par le passage mas-
sif au travail a domicile et I'accroissement des pertes de
données confidentielles, il est preconisé de d’adopter les
mesures prudentielles suivantes :

- Une solution de couverture contre un tel risque est
la réeassurance, notamment la réassurance en exceé-
dent de sinistre par événement : elle se déclenche
lorsque le montant de sinistre a payer pour un
méme événement dépasse un certain seuil (un
plafond de prise en charge par le réassureur peut
aussi étre mis en place) ;

- Une autre solution possible est la titrisation du risque
de pandémie : I'assureur se couvre aupres d’'un tiers
qui lui verse une certaine somme si la mortalite de-
passe un seuil défini. Cette méthode de couverture a
connu un certain succes a son apparition au cours des
années 2000 avec des assureurs se couvrant pour
plusieurs centaines de millions d’euros.

Est-ce que les épidémies et les pandémies sont un ris-
que couvert par I'assurance ?

L’humanité a connu plusieurs pandémies, notamment de
grippe, au cours du 20eme siecle. Les pertes enregistrées ont
profondément marqué les esprits. La grippe espagnole qui a
sévi au sortir de la premiere guerre mondiale reste a ce jour la
plus grande catastrophe sanitaire de I'histoire moderne.

D’un point de vue purement litteraire, le terme pandémie,
issu du grec ancien «pan» (tous) et «démos» (peuple),
désigne une maladie s>étant propagée au point de
toucher une espéce toute entiére. Cette notion de
globalité en fait I>un des événements les plus redoutés
par le marché des Assurances. La pandémie doit, en
outre, selon la définition de 'OMS, étre causée par un
agent pathogene nouveau ou qui ne s’est pas manifesté
depuis longtemps.
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Le terme épidémie fait référence a 'augmentation brutale
de l'incidence d’une maladie dans une région déterminée.
Elle présente un risque important mais son caractere lo-
calisé en fait un évéenement pouvant étre a priori maitrisé
d’un point de vue sanitaire.

Par leur ampleurs, les pandémies, susceptible d’affecter
des millions d’individus et de mettre a I'arrét I'economie
mondiale, ne présente aucun facteur d’assurabilite, d’ou
son exclusion absolue. Le modele économique des assu-
reurs ne peut résister a la survenance d’un tel événement
qui se traduit par des pertes catastrophiques dépassant
les capacités financieres des Compagnies d’assurances.

Par ailleurs, Des couvertures d’assurance épidémie
existent sur le marché international. Ce type d’assurance
intervient, sous certaines conditions, lors d’'une ferme-
ture sanitaire ou hygiénique imposée par un organisme
de contrdle. Elle concerne, en particulier, I'hdtellerie et la
restauration ainsi que toutes les entreprises de production
alimentaire.

En absence d’une définition claire transcrite sur les Condi-
tions Générales qui explique la nuance entre épidemie et
pandémie, la seule prise en charge dans ce cas précis et
de porter ces risques comme couverture garanties sur les
contrats d’assurances.

A titre d’exemple, un Assureur de 'hexagone enveloppe
dans les conditions générales de la police Multirisques
Professionnelle, pour les professions de la restauration et
de I'hotellerie, la couverture des conséquences de I'épidé-
mie comme suit : « Nous garantissons les pertes d’exploi-
tation résultant d’'une impossibilite d’acces a votre établis-
sement en cas d’interdiction par une autorite compétente
ou une décision des pouvoirs publics consécutive a:
- Une maladie contagieuse, épidémie ou intoxication ;
- Un homicide ou suicide survenu dans I’enceinte de votre
etablissement. »

On ne peut &tre plus clair.

N’est-il pas temps pour les compagnies de réfléchir a
la mise en ceuvre d’un régime d’assurance en période
d’épidémie et de pandémie ?

Effectivement, Face a cette situation exceptionnelle de
crise sanitaire mondiale, les professionnels du secteur ont
entamé une réflexion profonde visant a mettre en place un
mécanisme de couverture de ce péril sanitaire qui permet-
tra, a coup slr, d’atténuer les conséquences lourdes sur
les entreprises, les particuliers et les ménages.

Ceci dit, afin de faire face aux conséquences catastro-
phiques des pandémies, I'apport des autorités publiques
est plus que nécessaire dans le cadre de la mise en place
d’un Fond de solidarité spécial en complément du systeme
assurantiel a I'image du Fond des Calamités Naturelles et
le Fond de Garantie contre les calamités Agricoles.

En effet, le développement d’'un cadre assurantiel adapté
aux risques exceptionnels a caractere systemique et géné-
ralisé, telle que la pandémie, est un élement de confiance
pour la relance de la croissance en permettant aux acteurs
economiques de faire face a la baisse du chiffre d’affaires
et poursuivre leur activité dans les meilleures conditions.

Qu’en est-il de la polémique autour de la couverture de
la perte d’exploitation par les assureurs ?

Afin de ralentir la propagation du virus, les gouvernements
des différents pays touchés ont été amenés a prendre des
mesures sanitaires ayant pour impact de réduire considéra-
blement I'ensemble des activites économiques notamment
en imposant la fermeture des lieux publics dits « non indis-

pensables ». Ces fermetures ont des conséquences inéluc-
tables sur l'activité commerciale des entreprises concernées
engendrant des pertes pécuniaires et partant impliquant I'ac-
tivation de certaines polices d’assurances notamment celles
contenant des garanties pertes d’exploitation.

Or, il est a rappeler qu’une telle couverture est loin d’étre
automatique et dépendra du contenu des polices d’assu-
rance et de leur rédaction. En effet, de fagcon assez clas-
sique, les pertes d’exploitation subies sont généralement
couvertes des lors qu’elles sont consécutives a un dom-
mage garanti (ou non) ayant causé un dommage matériel
aux biens d’un assureé et a l'origine de sa baisse d’activite
(ex : PE apres Incendie, PE aprées Bris de Machine etc.).
A contrario, et comme c’est le cas pour un évenement tel
que la pandémie, les pertes d’exploitation sans dommages
matériels, restent marginalement couvertes a ce jour.

La polemique est née des suites d’acceptations de certains
bancassureurs , d'indemniser forfaitairement les pertes
d’exploitation des Entreprises terrassées par la crise de co-
ronavirus par devoir moral et par solidarité, percues par les
Compagnies d’assurances et les Mutualistes comme «une
entorse extremement grave a la déontologie de la profes-
sion», «un préjudice majeur pour la réputation de tous ses
acteurs» et une «inacceptable concurrence déloyale».

A ce titre, Thomas Buberl, AXA Group CEO, a récuse l'idée
d’'une possible prise en charge de pertes d’exploitation
d’entreprises laminées par la crise du coronavirus si elles
n’ont pas dument cotisé en confirmant ce qui suit :

«Une entreprise peut etre assurée contre le risque de
perte d’exploitation lié a une épidémie, méme si c’est as-
sez rare qu’une entreprise prenne ce type d’assurance. En
revanche, nous ne pouvons prendre en charge toutes les
pertes non assurées provoquées par le confinement .Le
secteur de I'assurance se mettrait en danger s'il payait un
sinistre pour lequel personne n’a cotisé».

Comment peut-on indemniser les entreprises dans le
cadre de la crise sanitaire due au COVID 19 ?

Actuellement, les solutions assurantielles disponibles ad-
herent marginalement a l'indemnisation des Entreprises
dans le cadre de cette crise sanitaire en impliquant cer-
taines branches comme la vie, 'annulation d’évenements,
I’assistance et accessoirement la santé.

Un recours urgent aux aides et autres actions de solidarite
permettra d’éviter I'anéantissement du tissu économique
et industriel et la fissuration de la cohésion sociale en ins-
taurant les actions suivantes :
® Reporter le paiement des charges sociales ;
® Report sans pénalitée du paiement de vos impots di-
rects (acompte d>impot sur les sociétés, taxe sur
les salaires...) ;
* Report des factures d’eau, de gaz, d’électricité et de
loyers ;
® Faciliter I'octroi par les banques de préts de tréso-
rerie ;
® Report des échéances de crédit durant cette période
et le reéchelonnement des crédits en cours pour les
entreprises ;
® Allocations chdbmages et le payement des congés ;
® Creation d’'un Fond de solidarité spécial.
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exact cost of goods sold.
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terials, direct labour, and factory overheads are
captured and deducted from sales turnover to
arrive at accounting gross profit.
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“GROSS PROFIT: the amount by which: M

1. the sum of the turnover and the amount of the
closing stock and work in progress shall exceed

2. the sum of the amount of the opening stock
and work in progress and th?2 amount of the
uninsured working expenses. )

Note: The amounts of the opening and closing
stocks and work in progress shall be arrived
at in accordance with the Insured’s normal
accountancy methods, due provision being
made for depreciation.”
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Postponement of the 33
GAIF General Conference

Considering the current circumstances due
to the Covid-19 and the need to follow safety
measures, the travel constraints, the difficulty to
organize large events; and in order to achieve
the success of the Conference, the GAIF
Board of Directors resolved in its meeting held
on Wednesday, 24/06/2020, at the request of
the High Organizing Committee, to postpone
the 33 GAIF General Conference, which was
scheduled to be held in Oran / Algeria from
11t - 14t October 2020, to be held in 2021;

A new date will be set for the 339 GAIF
General Conference in 2021, after agreement
between the GAIF BOD and the Conference
High Committee.
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ternational Association of Insurance Supervi-
sors (IAIS)

- Mr. Pekka Dare- Director Stakeholder En-
gagement & Delivery Excellence International
Compliance Association

- Miss. Gaenor Jones - Regional Directory, MEA
- DR. Hajer Zarrouk- Assistant Professor at
Higher College of Technology & UAE Local
Leader at Founder Institute

- Mr. Mohamed Seghir- Chief Executive Officer
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Supporting child sensitive social protection responses to COVID-19 in MENA

Zoominar VIii: Innovation in social protection in
response to COVID-19 in the NENA region
Building on hest practices cases
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visor for the MENA region — UNICEF, Over-
view of the child-sensitive social protection
response to COVID-19 around the world
and in the region.
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ILO, Overview of the horizontal expansion
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Services Officer — WFP, Overview of digital
technology applications in social protec-
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cer— FAO ESP, Overview of FAO’s work on
social protection in the region and the re-
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Tunisia, Sudan and Morocco.
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Augest2e.220 The Maghreb: One Region, Three
Unique Insurance Markets

The long-term prospects of the insurance markets of the Maghreb region (Algeria, Morocco and
|mpl’0Ving Tunisia) are good. Over the past five years, these countries have demonstrated solid growth

. trajectories, above global industry averages. That trend is expected to persist, despite the near-term
insurance challenges resulting from the COVID-19 pandemic and the associated economic downturn.
penetration is a

. - While insurance penetration rates remain below the world average of 7.2% (see Exhibit 1),
reqlonal prlonty’ local authorities, regional regulators and other stakeholders recognise the sector’s role in

particu|ar|y supporting economic activity. As a result, improving insurance penetration rates is a regional
priority, particularly through the introduction of new personal lines products in the under-

throth the developed retail insurance sector. Demographic change, with an ageing, more risk-aware

introduction population, is also expected to make a positive contribution to future insurance growth.

Of new However, AM Best notes there are numerous challenges in the short- to medium-term, which

persona| lines have the potential to limit the region’s insurance expansion. These challenges include political

and economic pressures, the population’s negative perception of insurance, and the evolving
pI'OdUCtS in the nature of regulatory and governance frameworks. In addition, the COVID-19 pandemic (and
under—developed its knock-on effects on financial markets and economies worldwide) is expected to adversely
impact the growth prospects of local insurers in the near-term.

retail sector
Exhibit 1

Maghreb Insurance - Overview
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
Analyt'cal'contaCtS: Gross Domestic Product (GDP)
Charlotte Vigier, London .
Tel: +44 20 7397 0270 -- Real GDP Growth 2019 (%) 0.7 22 1.0
Charlotte.Vigier@ambest.com -- GDP per Capita (USD) 2,867 3,034 3,266

Inflation Rate (¥ 3.5 0.0 6.2
Alex Rafferty, ACA, London nlation Rate (%)
Tel: +44 20 7397 0312 Gross Written Premium (GWP) =
Alex.Rafferty@ambest.com -- GWP Growth 2018 in Local Currency (%) 2.7 6.0 8.4 zi’
Ghislain Le Cam, CFA, FRM, -- GWP 2018 (USD millions) 1,214 4,520 819 S
London -- GWP 2017 (USD millions) 1,218 4,358 902 a 8

b [(e]

Tel: +44 20 7397 0268 Average GWP Growth Rate (2014-2018) (%) 40 8.6 9.8 < N
Ghislain.LeCam@ambest.com — a

Ranking - Insurance Market Size (2019)

Editorial Managers: - Global 84 69 76
Richard Banks, London _- Africa 6 2 7
Tel: +44 20 7397 0322

Richard.Banks@ambest.com

Number of Direct Insurers 22 22 21
Insurance Penetration (% of GDP) 0.7 3.9 22

Sources: €BESTLINKD 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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Three Markets at Different Stages of Maturity

Despite their geographic proximity and many commonalities, the insurance markets of
Morocco, Algeria and Tunisia have significant differences - economic, demographic and
cultural - which mean each is at a different level of maturity.

Morocco

Morocco is the region’s largest insurance market and the second largest in Africa. As one of the
most liberalised insurance markets in Africa, it benefits from an increasingly active prudential
regulator and a well-developed banking sector that promotes economic development. The
market is well-diversified by line of business and comprised of mainly private sector insurers,
with good representation of international players and freely set tariffs. A wave of infrastructure
projects, notably in Casablanca and Rabat, as well as domestic economic growth and rising
living standards, has driven insurance demand over recent years. Furthermore, life insurance
accounts for a higher proportion of business in Morocco, with more diversified product range

- linked in part to a well-established bancassurance network - compared with its regional
counterparts (see Exhibit 2).

Exhibit 2
Maghreb Insurance - Gross Written Premium by
Distribution Channel, 2017

(%)

Algeria Morocco Tunisia
Distribution Channel Combined Non-Life Life Non-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

Algeria

Algeria’s insurance market is at an earlier stage of development. Although its insurance
market is among the largest in Africa by premium volume, Algeria has the lowest insurance
penetration rate in the Maghreb region. Insurance is often perceived negatively by the public
in the country. Other than motor insurance, which is subject to a prescribed tariff, retail lines
of business remain largely under-developed.

Industrial property and transport risks account for a large share of total market premium.
This reflects Algeria’s underlying economy, which relies primarily on the country’s significant
reserves of hydrocarbons.
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Algeria has the largest number of state-owned insurers in the Maghreb (accounting for
approximately two-thirds of market premium volumes), in line with the structure of the
local economy. Private companies have been calling for more liberalised market practices, in
particular concerning the allocation of public contracts and tenders.

Tunisia
‘While Tunisia is the smallest insurance market in the region, its premium income has
developed faster than its neighbours. Growing demand for life insurance and tariff increases
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on compulsory motor policies have contributed to an average annual premium growth rate of
nearly 10% between 2014 and 2018 (see Exhibit 3). Development in these retail sectors has
deepened insurance penetration.

A large proportion of Tunisian insurers also have shareholding links and distribution
arrangements among the 21 banks operating in the country. In spite of this, the channel is
underutilised when compared to Morocco, particularly as a means to access non-life retail
customers (see Exhibit 2).

Exhibit 3

Maghreb Insurance — Combined Gross Written Premium Development,
2013-2018

(Index)
160 Tunisia
150 Morocco
140
130
120 Algeria
Global

110
100

90

2013 2014 2015 2016 2017 2018

Sources: Conseil National des Assurances, Comité Général des Assurances, Fédération Tunisienne des Sociétés
d’Assurances, Autorité de Contréle des Assurances et de la Prévoyance Sociale, Swiss Re (Sigma)

Competition Remains High Across the Maghreb

AM Best notes that all three markets share the characteristics of generally high levels of
competition and market concentration. In each country, the five largest insurers account
for a sizeable share of total business: around half in Tunisia, two-thirds in Morocco and
three-quarters in Algeria.

A relatively large number of smaller insurers compete for the remaining business in each
country (see Exhibit 1). Tunisia, for example, has a further 16 active, direct insurers
outside of the top five, leading to strong competition and pressure on premium rates.

Good Growth Prospects in Untapped Segments

AM Best notes that the combination of low insurance penetration levels, under-developed
segments and the potential for new product development, when coupled with solid
performance fundamentals, creates profitable growth opportunities across the region.

Other than motor insurance, which accounts for close to half of all business in Tunisia
and Algeria and over a quarter in Morocco (see Exhibit 4), personal non-life lines remain
under-represented across the region. AM Best considers development in these untapped
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Exhibit 4A Exhibit 4B
Maghreb Insurance — Gross Written Maghreb Insurance — Breakdown by Lines of
Premium, Life & Non-Life Split, 2018 Business, 2018
(%) (%)
100 M Life
100 ] .
[ Group Health & Workers' Compensation
80 L .
80 HNon- [ Individual Health & Accident
Life 60 M Other & Reinsurance
60 [l Credit & Assistance
40 40 | M Agriculture
Wi M Transport
20 20 M Property
[ Motor
0 0
Algeria  Morocco  Tunisia Algeria Morocco Tunisia

Sources: Conseil National des Assurances, Comité 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 Controle des Assurances et de la Prévoyance Sociale

segments, particularly in personal property and health classes of business, as having
the potential to reduce the insurance protection gap and contribute to the growth of
insurance markets in the region.

Insurers and regulators across the region are keen to deepen insurance penetration and
both are working to develop new insurance products to meet the changing needs of
consumers. In some instances, legislation to render coverage compulsory has supported
initial product take-up.

In Tunisia, AM Best expects a number of recent and planned regulatory reforms, along
with the introduction of a new insurance code, to encourage the development of more
profitable products.

In Algeria, the domestic state-owned reinsurer, Compagnie Centrale de Réassurance (CCR),
and four market leading domestic insurance companies, recently created a medical third-
party administrator to allow their customers to access care and other medical services
from private care institutions without up-front payments. AM Best expects this initiative to
support the development of the private health insurance sector.
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AM Best also notes that the imminent introduction in Morocco of compulsory decennial
insurance and construction covers should help the development of property insurance.

With the region exposed to various natural perils, there is increasing awareness at national
levels of the need for protection against catastrophic events. In AM Best’s view, the
introduction or strengthening (depending on the country) of national natural catastrophe
protection schemes can lead to significant personal and commercial property premium
generation and help close the insurance protection gap arising from such events. However,
property remains largely underinsured in the region and AM Best believes that further
education and enforcement efforts are required to bridge the local insurance gap.
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Natural Catastrophe Protection Schemes

Algeria

Natural catastrophe insurance has been compulsory in Algeria since 2004, with property
insurance contracts providing guarantees against various perils. Priced with a set tariff,
compensation for damage from natural events is dependent on a national decree being
passed. Local cedants are reinsured by CCR through a combination of unlimited quota share
cover and a stop-loss that protects the quota share retention.

In turn, CCR cedes the risks to an international retrocession panel and any losses on the
programme are covered by a guarantee in the form of an interest free loan from the Algerian
state. A revision of pricing tariffs (now calculated based on a set price per square metre)
along with the introduction of a minimum annual premium, resulted in an increase in
natural catastrophe premiums in 2018 and 2019. However, take-up continues to be low
(despite its compulsory nature) and AM Best notes that the proportion of uninsured property
risk remains significant.

Morocco

Morocco’s long-awaited natural catastrophe scheme has been functioning since the start of
2020. The scheme requires all property and motor insurance policies to include cover for
damage caused by catastrophic events (natural catastrophes, as well as man-made events).

The scheme is based on an additional premium levy. Insurers are protected by a quota-share
programme with a stop-loss treaty covering their retention, placed and partly reinsured by
the state-owned reinsurer, Société Centrale de Réassurance (SCR). The scheme benefits from
a state guarantee.

AM Best expects natural catastrophe premiums to remain relatively low initially, reflecting
the low take-up rate of property insurance in general. In addition, the fact that the scheme
includes the creation of a solidarity fund, to provide protection for victims with no insurance
cover, suggests that property insurance is not expected to be universal for some time.

Tunisia

The principal natural catastrophe exposure in Tunisia is flood, with cover for natural
perils currently sold in conjunction with fire policies. However, take-up rates are low. The
government, with the technical support of the domestic reinsurer, Société Tunisienne de
Réassurance (Tunis Re), has been considering a natural catastrophe scheme for some time.

34

The scheme would oblige businesses to contribute to a natural catastrophe fund, although
details of the fund and its operation have not been finalised at the time of writing. AM Best
believes that the implementation of a compulsory natural catastrophe insurance scheme would
have a beneficial impact on domestic commercial business, and would be a positive long-term
influence on the local economy. However, as homeowners insurance is not currently included
under the proposed scheme, it would not contribute to closing the retail protection gap.
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Life Segment Holds Potential

Life insurance markets across the Maghreb differ considerably. While life business in general
remains under-developed across the region, it has been growing strongly in recent years, often
outpacing the growth of the non-life segment (see Exhibit 5). In Morocco, life and savings
business accounted for over 40% of total premiums in 2018. By contrast, the life sector in Algeria
is relatively untapped, accounting for less than 10% of total premiums. Tunisia sits in the middle,
with life premiums accounting for over 20% of the country’s 2018 GWP (see Exhibit 4).
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Exhibit 5
Maghreb Insurance — Life and Non-life Gross Written Premium
Development 2013-2018

(Index)

Tunisia Life
220

Morocco Life
200

Algeria Life
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160

Tunisia Non-Life
140

Morocco Non-Life
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Algeria Non-Life
100

2013 2014 2015 2016 2017 2018

Sources: Conseil National des Assurances, Comité Général des Assurances, Fédération Tunisienne des Sociétés
d’Assurances, Autorité de Controle des Assurances et de la Prévoyance Sociale

Increased awareness of protection benefits, an ageing population, and growth in retail lending
has underpinned life segment growth.

In AM Best’s view, expansion of the life insurance sector will be supported by the
strengthening of the largely under-developed bancassurance distribution channel

(see Exhibit 2), and in some cases, fiscal reform. For example, Tunisia has implemented
favourable tax treatment to boost domestic long-term savings.

Regional Appetite for Islamic Insurance

While Takaful (or Sharia-compliant insurance) remains at an early stage of development in

the region, AM Best believes it has good long-term growth potential. AM Best notes that the
regulators in each country have taken steps to establish the required regulatory frameworks to
bring Islamic insurance products to the marketplace.

Nevertheless, it is expected that it will take several years for Takaful to establish itself, and in
the medium-term it is expected to make only a small contribution to overall premium income.
It should be further noted that the level of development in this segment (and future growth
potential) varies by country:
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¢ Tunisia has included Takaful in its Insurance Code since 2014 and three dedicated Takaful
companies have been established. In addition, Tunis Re operates a Re-Takaful window
to cater for the reinsurance needs of Islamic insurers. Despite these entities achieving a
growth rate in excess of their conventional counterparts, Takaful business represents only
5% of the overall Tunisian insurance market.

¢ Morocco is expected to introduce Takaful following the adoption of a draft decree
implementing the required provisions of the insurance code. AM Best believes that Takaful
has good prospects here, with a quarter of Moroccans expressing an interest in buying
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Takaful products, according to a recent government study. Takaful development is expected
to receive support from Morocco’s established Islamic banking sector (70 banks and
financial institutions already provide Sharia-compliant financial services).

* Algeria does not yet have a regulatory framework for Takaful activity. Historically, just one
of the country’s insurance companies - Salama Assurances Algérie - has provided Takaful
products. However, a law governing Islamic insurance is expected to be finalised in 2020,
with the aim of increasing domestic insurance penetration rates in personal lines and
life classes. Several conventional market players, including CCR, are expected to set up
Takaful operations.

National Reinsurers Championing Local Markets

The region’s national reinsurers (CCR, SCR and Tunis Re) continue to support the local insurance
industry. In each of the three countries, domestic reinsurers are well established in the insurance
value chain and benefit from close links to local cedants, regulators and the state through
shareholding links. CCR and SCR are state-owned entities, while the Tunisian state still owns around
5% of Tunis Re.

In addition to providing critical risk transfer capacity, the reinsurers employ their long standing
experience and market knowledge to educate insurers and endorse best practices. An example of
such technical assistance is Tunis Re’s collaboration with the Tunisian regulator on a property pricing
guideline published last year, which is expected to improve the technical profitability of the market.

Reinsurers play leading roles in the introduction and establishment of natural catastrophe schemes,
and subsequently in supporting the domestic property industry in their respective countries. They
are also instrumental in developing new products. As an example, Algerian insurers are currently
lobbying for the introduction of an insurance scheme covering pandemics and health crises. Such a
cover is likely to require the backing of CCR, the national reinsurer, and the state.

These reinsurers also play an active role in the development of the regional market in terms of
organising regional insurance forums and providing valuable market input through their participation
in regional reinsurance pools.

In AM Best’s opinion, all three reinsurers benefit from good credit fundamentals, supported by strong
or very strong balance sheets and adequate operating performance metrics. This is expected to result
in them continuing to foster positive changes in the direct market going forward.

Exhibit 6 3 i
Maghreb Reinsurers — AM Best-Rated Entities 3
Ratings as of August 21, 2020. c':l) 8
5 N
Best's — 4
Long-
Term Best's

Issuer Financial Best's Best's
Credit Strength ICR& ICR & Rating

Rating Rating FSR FSR Effective
AMB # Company Name Country (ICR) (FSR) Action Outlook 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-Nov-19
83349 Société Tunisienne de Réassurance Tunisia bbb- B+ Affirmed Stable 15-Jul-20

Source: «BesTCinkK» Best's Financial Suite - Global , AM Best data and research
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There is also interest in the region from foreign and international insurers, reinsurers and
brokers, several of whom having acquired stakes in local players. Both Casablanca and Tunis
have established international finance centres to strengthen their domestic and regional
insurance offering, and several wider market participants (such as Lloyd’s) have taken the
opportunity to establish subsidiaries or representative offices in these centres. AM Best views
this as an endorsement of the region’s potential. In Algeria, foreign interest in the insurance
market may increase following the government’s recent announcement of a relaxation of
foreign ownership rules.

Significant Headwinds Could Hamper Short-Term Development

While there is good scope for growth in the region, there are also a number of obstacles and
structural issues to be overcome if the Algerian, Moroccan and Tunisian insurance markets are
to achieve their growth potential.

AM Best believes certain prerequisites need to be in place for the region’s insurance markets
to thrive. These include a developed financial system, a predictable and transparent political
environment and legal system, stable currencies, sophisticated financial system regulation, a
liberal attitude by authorities, and highly qualified personnel. AM Best considers that some

of these elements are lacking to various degrees in each of the countries. For example, the
absence of a diverse financial market and the tight credit controls by banks continue to hinder
the development of a more efficient insurance market in Algeria.

The Importance of the Regulatory Environment
A strong regulatory environment is vital, not only to promote market development, but also to
safeguard the financial strength of insurers and ensure robust market practices. The regulatory

The Role of Country Risk in AM Best’s Analysis

Each of these markets exhibits elevated levels of country risk: Morocco is classified by AM
Best in the Country Risk Tier (CRT) 4 category, while Algeria and Tunisia are classified as
CRT-5. Generally, CRT-4 and CRT-5 countries exhibit high to very high levels of economic,
political and financial system risk.

Under its building block approach, AM Best overlays country risk on its assessment of
balance sheet strength, operating performance and business profile. Companies operating in
higher CRT countries need to ensure that in an environment where economic, political and
financial risks are high, they have appropriate practices in place to ensure business models
are effective and they are dealing with these country risk aspects.
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Country risk has a quantitative and qualitative bearing on the analysis of an insurer’s or
reinsurer’s financial strength. Companies domiciled, conducting business and / or with asset
exposures in higher CRT countries are subject to more volatile external conditions, as typically
these countries have amplified business cycles. Of particular interest to AM Best is the degree
of volatility in a company’s operating performance and the potential impact of this volatility
on capitalisation and balance sheet strength, as a strong initial capital position can erode

more quickly in higher CRT countries. The impact of country risk on business profile is more
qualitative in nature, and includes an assessment of factors such as the ease of doing business
and contract enforceability, and the difficulty of managing the regulatory environment.

AM Best’s methodology “Evaluating Country Risk” is available on www.ambest.com.
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frameworks in Morocco, Tunisia and Algeria are at differing levels of development - reflecting
the maturity of the markets they govern - and regulators have varying degrees of involvement.

AM Best recognises that the regulatory frameworks in the Maghreb region require
strengthening to align with international standards, and believes continued
regulatory development will be positive for regional growth prospects and
underlying market fundamentals.

At the time of writing, capital requirements and solvency calculations remain largely
unsophisticated across the region. AM Best views measures currently under consideration

Regulators Promoting Positive Market Changes

Morocco

Morocco benefits from the most mature regulatory environment among the three countries,
with risk-based solvency principles expected to be adopted by all companies by 2021. The
Autorité de Contrdle des Assurances et de la Prévoyance Sociale (ACAPS) is also championing
the introduction of qualitative requirements in respect of governance and risk management.
New regulations are expected to augment oversight of financial reporting, underwriting and
claims management.

Recent regulatory reform has also promoted new investment rules and enhanced
transparency measures for the market. AM Best expects that, once adopted, these measures
will result in market-wide improvements in risk management practices and stronger corporate
governance, which in turn will have a positive impact on the market’s credit fundamentals
and reputation. However, insurers may struggle in the short-term to keep up with the pace of
change demanded by the regulator.

Tunisia

In recent years, the Tunisian regulator, the Comité Général des Assurances (CGA), has

been working on a number of prudential measures to protect policyholders and ensure

the sustainability of businesses. These measures have included implementing stricter
governance rules and adopting risk management functions within companies. Additionally,
a new insurance law, which aims to align the legal framework of the insurance sector with
international standards, is under development. The proposed law is expected to promote the
competitiveness of insurance companies and develop demand for life business (and increase
national savings). It also aims to strengthen the financial base of companies by increasing
minimum capital requirements, which AM Best views favourably as an intermediate step
towards a more robust risk-based approach.

Algeria

Algeria’s Ministry of Finance is responsible for regulation of the Algerian insurance market.
There have been calls for the creation of a separate regulatory authority to increase the
independence of supervision, strengthen solvency requirements and create a more attractive
environment for private investment.
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A main focus of the Ministry of Finance, in recent years, has been to increase insurance
penetration by widening the scope of insurance offerings and diversifying distribution
channels. However, progress to date has been slow and limited, hindered by ongoing
economic and political tensions in the country. The regulator’s monitoring and enforcement
of the 32 compulsory business lines has also been problematic historically, with very low
rates of compliance, apart for motor third-party insurance.
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in Tunisia and Algeria to raise absolute levels of minimum capital for insurers and reinsurers
as a first step towards fostering a solid and stable market. This could pave the way to
regulators adopting a more risk-based approach to capital management, as is currently
happening in Morocco.

AM Best believes that ongoing regulatory reform and the introduction of more stringent capital
requirements could not only strengthen overall capital adequacy of the markets but also

drive consolidation among the smaller insurers that lack the scale to meet enhanced capital
measures. This could contribute to a reduction in competitive pressures and improvement in
market conditions across the region.

Enterprise risk management stands out as an area for further development in the region.
Measures proposed by regulatory authorities in Morocco and Tunisia are expected to enhance
corporate governance and risk management practices in these markets. AM Best believes
these attributes are necessary to safeguard the long-term performance, financial strength and
development prospects of the insurance sector across the region.

AM Best considers cultural perceptions of insurance in the region to be a headwind to medium-
term market development. Insurance is still often perceived as an additional form of taxation and
the industry has historically faced issues with slow claims settlement, which has undermined
confidence in the industry and the insurance value proposition. There is also an ongoing
expectation that the state should provide for the population in case of hardship or in old age.

In Algeria, insurers have been given the responsibility for collecting the newly introduced
pollution tax, leading to a substantial increase in motor premium prices. This has created
serious frictions in the market and a decrease in motor insurance take-up rates. This has
combined with a ban on automobile imports (which has resulted in low car sales) and the
effects of the COVID-19 pandemic, to produce an estimated 5%-10% decrease in premiums in
the first quarter of 2020.

Smaller Players Lack Sophistication

AM Best believes that the fragmented nature of the industry outside the region’s market leaders
has not been conducive to positive market developments. Smaller insurers often lack the scale
and resources to develop more sophisticated information systems to support their underwriting

capabilities and enhance customer service. This also limits funds available to invest in much
needed marketing initiatives, as well as market education and innovation. AM Best believes that
increased use of technology, digitalisation and innovation should be priorities for (re)insurers
in the Maghreb region, in order to improve customer service and experience, and increase
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Exhibit 7
Maghreb Insurance Market: Real Gross Domestic Product Growth
(%)

2012 2013 2014 2015 2016 2017 2018 2019 2020*

Algeria 3.4 2.8 3.8 3.7 3.2 1.3 1.4 0.7 -5.2
Morocco 3.0 4.5 2.7 4.5 1.0 4.2 3.0 2.2 -3.7
Tunisia 4.1 2.8 2.9 1.2 1.2 1.9 2.7 1.0 4.3

Source: International Monetary Fund * GDP figures for 2020 are projections
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The long-term development prospects of the region’s insurance markets depend on the local
economic environment. AM Best expects market growth to be hampered in the near-term, as
each country has seen a slowdown in economic development in recent years (see Exhibit 7).

The region is also feeling the effects of the COVID-19 pandemic on the global economy and is

being impacted by the fallout of depressed oil prices (which particularly impacts Algeria as an
oil-exporting country). This is likely to have a direct knock-on effect on the purchasing power
of insurance consumers and ultimately the market’s development prospects.

Nevertheless, AM Best believes premium income in the Maghreb markets will be supported
by recovering economic growth after an initial sharp downturn in 2020, with the
International Monetary Fund forecasting a return to economic growth of 6.2%, 4.8% and 4.1%
respectively for Algeria, Morocco and Tunisia in 2021. This growth would be expected to
support investment in infrastructure projects and translate into increased disposable income

for the population.

Looking to The Future

In recent years, the Maghreb region’s insurance markets have demonstrated good growth
trajectories and solid technical fundamentals. AM Best sees characteristics across the region
which are conducive to developing the insurance markets and providing new products.
These developments should result in increasing premium volumes and improved insurance
penetration rates over the long-term. However, economic and structural barriers are likely to

constrain growth in the near-term.

In AM Best’s view, further regulatory advances will help to alleviate some of the structural
issues holding back the development of the Maghreb insurance sector, foster improved
market practices, and enhance the financial strength of insurers operating in the region.
AM Best views the national reinsurers of the Maghreb as well-placed to continue to support
the development of the local and regional insurance markets. A key driver of prospective
development will be the length and depth of the economic fallout from COVID-19 and the
resilience of the region’s economies to this challenge.
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GAIF

GENERAL ARAB
INSURANCE FEDERATION

THE IMPACT OF BEIRUT PORT BLAST ON THE INSURANCE INDUSTRY

WEBINAR INVITATION

DATE: WEDNESDAY, SEPTEMBER 30, 2020
TIME: 07:00 PM - 3:00 PM [EET]

Mr. Elie Torbey Mr. Elie Nasnas Mr. Max Zaccar Mr. Farid Chedid Mr. Adham El-Muezzin
President of Acal General Manager Chairman & CEO Chairman & Group CEC Managing Director
Vice president of General AXA MIDDLE EAST SAL Commercial Insurance Chedid Re Hannover ReTakaful and
Arab Insurance Company SAL Hannover Re Bahrain
Federation Branch

Mr. Chakib Abouzaid Mr. Ahmed Hosni
Secretary General Founder & Managing Director
General Arab insurance BrokNet Group MEA

Federation

The devastating explosion at Beirut's port on Tuesday, August 4 caused many casualties and considerable
damage insurance companies will have to indemnify a large part of the damage. Being economic or
insurable losses, the insurance industry will have to play its role to settle the claims and learn from the
tragic event.

In this webinar, Mr. Elie Torbey, Mr. Elie Nasnas, Mr. Max Zaccar, Mr. Farid Chedid & Mr. Adham EI-Muezzin
will share insights as of their great experience & wide knowledge in the insurance field and we are definite
they are going to add value to your organizations.

Discussion points will include:
‘The role of Insurance Companies
‘The sectors that got affected by the explosion
‘The economic losses suffered
‘The impact of the explosion on businesses
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ALHAMRAA INS Co.

Year of establishment | 2001

Paid up capital

7,000,000,000 ID

Chairman Dr. yasir S. Abdul Raoof

Vice Chairman Mustafa Ali Abdul Hadi

CEO George Karam
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General Manager Munther Abbas Ismail alaswad

Address Al-Hamraa Bldg, 1st Floor, Arasat Al-Hindya, Baghdad, Iraq
P.0.BOX 10491 Karad

Tel +9647700170016 - +964782132111

Email info@alhamraains.com

Web site www.alhamraains.com

City & Country Iraq - Baghdad
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