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Insured catastrophe losses reach $118bn in 2023, with 69%

protection gap: Aon

Global catastrophe losses falling to sources of insurance and reinsurance capital reached $118 billion in 2023,
according to the latest estimate to emerge from broker Aon.

Aon’s insurance industry loss estimate for 2023
catastrophes compares to a slightly higher $123 billion
estimate from Gallagher Re.

In December, Swiss Re had estimated overall insured
natural catastrophe losses at $100 billion.

Meanwhile, in January, reinsurance firm Munich Re
said that global natural disasters and severe weather are
estimated to have caused the insurance and reinsurance
industry losses of US $95 billion in 2023.

Once again, the broker figures are far ahead of the
reinsurance firms, as in our experience they tend to
include more losses from smaller severe weather
catastrophes.

According to insurance and reinsurance broker Aon,
global economic losses from natural catastrophes
reached $380 billion in 2023.

Global Billion-Dollar Insured Loss Events
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Whlch leaves a significant protection gap of 69% to the
$118 billion of catastrophe losses that Aon estimates
were covered by insurance.
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The economic loss figure was 22 percent above the
21st Century average, Aon said, explaining that this
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was driven by significant earthquakes and relentless
severe convective storms (SCS).

Insured catastrophe losses for 2023 were 31% above
the 21t Century average and rose above $100 billion
for the fourth year in a row, Aon explained.

The protection gap, at 69%, was wider than the prior
year, with the earthquakes in Turkey one significant
driver of this.

Aon said that the protection gap “highlights the urgency
to expand insurance coverage.”

o

ﬂé’b—"&w}' s

ol Luuwi;u .Tums Re

arla-hauteur de vos risques

17th Carthage Insurance and Reinsurance RDV

19_22 May 2024

One very notable figure from Aon’s catastrophe report,
is the fact that 2023 saw a record number of events
causing $1 billion or more in insured losses, reaching
37, beating the previous record of 30 set in 2020.

The relentless severe convective storm (SCS) activity
in the United States was a key driver of this new record,
but as the graphic above shows, larger insured events
were less prevalent in 2023 than in some recent years.

Source: Artemis
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Moody’s expects “firm” April and July renewals

1/1 reinsurance renewals showed moderate price increases across most lines due to balanced supply and demand,

according to ratings firm Moody'’s.

January renewals were largely in line with expectations
from Moody’s Reinsurance Buyers’ Survey, the rating
agency has reported.

Most respondents expected 2024 reinsurance price
increases in the mid-single digit range for casualty and
around 7.5% for property, the survey had noted.

Global insured catastrophe losses in 2023 were above
the long-term average for seventh straight year,
Moody’s observed in its report.

The report made some key observations, as well as the
charts below:

* The upward reinsurance price momentum is slowing
as capacity increases. The mismatch between supply
and demand for property catastrophe reinsurance that
led to sharp pricing increases last year has largely
abated.

* Reinsurance pricing is expected to remain firm in April

and July, the key renewal dates for Japanese and US
reinsurance contracts, respectively. However, pricing
has moved high enough to attract additional reinsurance
capital to the market, so sharp price increases are not
expected in the absence of large catastrophe losses.

* Global insured catastrophe losses in 2023 were
approximately $108bn, well above the historical long-
term average of $64bn (1990-2023). The high level
of catastrophe loss activity has significantly impacted
reinsurers’ profitability, requiring firms to continue to
ratchet up the price of risk transfer capacity.

* Additionally, reinsurers have raised attachment
points, tightened terms and conditions and restricted
aggregate coverages in an effort to reduce volatility and
improve returns on capital. This strategy to mitigate the
impact of increased catastrophe frequency and severity
paid off during 2023, with most reinsurers expected to

report returns on equity in the 15% to 20% range.
Source: Global Reinsurance
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Reinsurance capital rebounds strongly in 2023, cat bond issuance

hits record high: Fitch

According to Fitch Ratings, reinsurance capital is estimated to have surged by 11%, reaching approximately USD
535 billion by the end of 2023, partially offsetting the losses incurred in the previous year.

The global reinsurance industry witnessed a robust
recovery in capital during 2023, driven by strong
earnings, financial market stabilisation, and the
adoption of the accounting standard IFRS17 by major
reinsurers, the report noted.

Key contributors to this resurgence were major
reinsurers, which began increasing capital repatriation
to shareholders and bondholders as capital buffers
exceeded management thresholds. Fitch anticipates
this trend to gain momentum throughout 2024.

Alternative capital, including record cat bond issuance,
played a pivotal role in the recovery, expanding by
13% to about USD 105 billion in 2023.

The issuance of new cat bond notes reached an
unprecedented USD 15 billion, doubling the volume
seen in 2022 and setting an all-time high. The
outstanding volumes of cat bonds also witnessed a
notable 19% increase, reaching USD 41 billion.

The surge in alternative capital was fueled by attractive
returns for cat bond investors, primarily attributed to
the absence of significant loss events, robust pricing,
and strong investment returns on collateral pools.

Despite concerns stemming from a lackluster
performance in the previous five years and doubts
about the reliability of catastrophe models, investor

Reinsurers face challenges in
dynamics: Morgan Stanley

Traditional and Alternative Reinsurance Capital
Alternative capital
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confidence strengthened throughout 2023, a trend
expected to persist into 2024.

While tighter cat bond pricing may exert increasing
margin pressure, especially on upper layers of property
cat protection, Fitch remains optimistic about the
sector’s resilience.

The collateralised reinsurance programs and sidecars
within the alternative capital space notably stabilised
assets under management in 2023.

This marked a reversal of the trend of net outflows
experienced since 2019, with both alternative capital
deployment forms benefiting from favourable claims
development and strong collateral returns.

Source: Reinsurance News

2024 amidst changing market

According to insights gathered by Morgan Stanley, reinsurers experienced a pullback towards the end of 2023,
prompting investors to scrutinise the factors that could drive the industry beyond the highs of the previous year.

The report highlights that while reinsurance pricing
remains robust, it is not as formidable as in 2023.
Coupled with current valuation multiples, investors are
approaching the sector with caution.

The peak of the pricing cycle and underwriting margin
is a critical consideration, and this hesitancy reflects a
more measured approach to investing in the space.

The majority of investors believe that the industry is
approaching peak interest rates. As short-term yields
decline, reinsurers with heavier exposure to shorter-
duration assets may face headwinds on earnings.

Some reinsurers have shifted their focus toward property
catastrophe, a shorter-term business, and adjusted their
investment portfolios accordingly. The decline in asset

duration raises concerns among investors, particularly
as short-term interest rates are expected to decrease.

Another focal point in the industry is the question of
whether the commercial pricing cycle has turned, with
a recent rebound noted in overall commercial pricing.

Morgan Stanley suggests that a nuanced perspective is
necessary, emphasising that commercial pricing should
be assessed on a per-line-of-business basis.

The report maintains an optimistic outlook for strong
pricing in commercial property and commercial auto
lines.

Following high-profile data breaches in the latter half
of 2023, the momentum in cyber insurance pricing is
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expected to remain robust.

However, the Workers’ Compensation and Directors
and Officers (D&O) lines are anticipated to remain soft

Arab Insurance .
Algeria

in the near term. Social inflation, a potential headwind
to losses and reserving in 2024 and beyond, may
influence the pricing environment for these lines.

Source: Reinsurance News
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Tunis Re: 2023 results

Tunisia: Tunis Re has published its key business
indicators for the year ending 31 December 2023. The
company’s provisional turnover at that date amounted to
213.672 million TND (69.6 million USD), representing
a 9.4% increase compared to the 195.339 million TND
(62.21 million USD) recorded a year earlier.

Non-life premiums (excluding retakaful) have gone
up by 10.1% to 184.621 million TND (60.1 million
USD). Life underwriting reached 9.216 million TND
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3 million USD), marking a 6.8% drop over one year.
g y

The retakaful business closed the 2023 financial year
with a turnover of 19.835 million TND (6.5 million
USD), up by 11.2% over twelve months.

During the period under consideration, the net incurred
losses stood at 141.944 million TND (46.2 million
USD). The financial products amounted to 28.582
million TND (9.3 million USD).

Source: Atlas Magazine
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STAR: 2023 results

Tunisia: The Société Tunisienne d’Assurances et de
Réassurances (STAR) has released its provisional
results for the financial year ending 31 December 2023.

The annual turnover reached 391.527 million TND
(127.6 million USD), showing a 2% increase compared
to the 384.336 million TND (122.4 million USD)
recorded at the end of 2022.

BH Assurance: 2023 results

Tunisia: BH Assurance closed the 2023 financial year
with a turnover of 176.104 million TND (57.4 million
USD), up by 9% over one year.

Non-life premiums have grown by 10%, reaching
102.79 million TND (33.5 million USD) as at 31
December of the previous year. For its part, the life
business recorded an 8% increase in turnover to 73.314
million TND (23.9 million USD).

Non-life premiums stood at 349 million TND (113.7
million USD) against 42.527 million TND (13.9
million USD) for the life business.

The amount of settled claims was down by 4.2% over
twelve months, totaling 257.139 million TND (83.8
million USD). Financial products have gone up by
6.3% to 98.736 million TND (32.2 million USD).

Source: Atlas Magazine

The incurred losses went from 89.275 million TND
(28.4 million USD) in 2022 to 90.221 million TND
(29.4 million USD) in 2023, showing a 1% increase.

During the period under consideration, the investment
income amounted to 26.146 million TND (8.5 million
USD) against 21.951 million TND (7 million USD) at
the end of 2022.

Source: Atlas Magazine
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Disclamer:
The opinions expressed in the articles doesn“t reflect GAIF positions;
the statistics are the sole responsibility of the articles authors
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