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World Insurance

sigma 6/2023

Risks on the rise as headwinds blow stronger

The insurance industry’s widened use of data and analytics positions it well for Al productivity gains, as many
different insurers have been gradually leveraging Al technology for a number of years.

Global economic and insurance market outlook 2024-
25

We expect the world economy to slow in 2024 as
headwinds from the cumulative monetary policy
tightening intensify and the growth impulses of 2023
fade. The outbreak of war in the Middle East heightens
the risks to the outlook. Major economies are diverging:
the US continues to grow, while Europe is stagnating, if
not already in recession in some countries, and China is
grappling with structural domestic growth challenges.

Macroeconomic environment and outlook

We forecast 2.2% global real GDP growth in 2024
before a rebound to 2.7% in 2025, supported by
lower inflation and central bank interest rates. Still,
in developed markets both inflation and interest rates
will likely stay higher than previously anticipated in
this decade, and risks are skewed to the upside. We
expect global CPI inflation to moderate to 5.1% in
2024 and 3.4% in 2025, but price pressures will likely
be volatile. A slower disinflation process increases the
cost to economic output and the risk of a protracted
stagnation. A sharp rise in long-term US sovereign bond
yields this autumn signals a durable regime shift, and
we have raised our yield forecasts. Structurally higher
real interest rates may expose fragilities in public and
private debt balances.

We see (geo)politics playing a dominant role in driving
the outlook. The war in Israel adds new, potentially

INSURANCE ADAPTATION
TO CLIMATE CHANGE

save the date
14 MAY 2024

il

2023}/11V/278I5S UeY228 k0 N 32 IGAIE[GenerallConference)

Global total insurance premium real growth rates by region

2023E @2018-2022 CAGR @ 2024-2025 CAGR

%

W e @ S © o @ RS
e e o e o gt L =
O N SN

Source: Swiss Re Institute

non-linear, downside risks, with potential energy price
shocks the key risk channel to the global economy. An
adverse scenario in which the conflict expands to include
major regional oil producers could add 2.4 percentage
points (ppts) to our global inflation forecast. More
assertive industrial policy has emerged, with long-term
implications. Major government initiatives to galvanise
sectors from semiconductors to clean energy may add
structurally to inflation, fiscal deficits and interest rates
if implemented. The insurance industry is a key partner
to such projects and we see the potential for growth in
commercial lines of business from liability to property,
engineering, trade credit and surety as these initiatives
take shape. Insurance market outlook 2024-25

The economic growth slowdown and elevated
geopolitical uncertainty dampen the outlook for the
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primary insurance industry. We forecast total global
real premium growth at only 2.2% annually on average
for the next two years, below the pre-pandemic trend
(2018-2019: 2.8%) but higher than the average of
the past five years (2018-2022: 1.6%). Profitability is
recovering and underwriting gaps closing as investment
returns increase with high interest rates, but we estimate
the industry will not earn its cost of capital in 2024
or 2025 in major markets. Events such as the Middle
East war may hurt insurers’ capital positions through
channels such as inflation and market volatility.

Non-life insurance is confronting challenging claims
dynamics, with rising frequency and severity of
claims despite declines in economic inflation. The
pace of claims growth in the liability line of business
challenges the insurability of those risks. We estimate
that natural catastrophe insured losses are on track to
reach USD 100 billion in 2023, for a fourth consecutive

year, and the sixth year since 2017 (inflation-adjusted).
We anticipate further hard market conditions in 2024
at least. In the Property and Casualty (P&C) segment
we estimate 3.4% real premium growth globally in
2023, stronger than our forecast for 2024-25 (2.6%).
This reflects a significant repricing of risk, especially in
claims-impacted lines. We expect health premiums to
return to growth at 1.5% in 2024-25 (2023E: —0.6%).

In life insurance, higher interest rates improve demand
for savings-type products, continue to support bulk
annuity transfers, and higher investment yields are
expected to boost profitability in 2024 and 2025. We
forecast 2.3% life premium growth on average for
2024-25 (2023E: 1.5%). Our forecast for life savings
market growth over the next decade is significantly
higher than in the past 20 years.

To download sigma 6/2023, please click here

Source: Swiss Re

The Value of Insurance in a Changing Risk Landscape

The world has experienced significant turbulence over the past few years. The COVID-19 pandemic, Russia-
Ukraine war and global economic slowdown in quick succession have highlighted the fragility of our world order
and the hazards inherent in an increasingly interconnected world.

Such volatility is expected to persist into the coming
decades as geopolitical uncertainties grow, climate
risks intensify and technology continues to advance
rapidly. These trends are driving up systemic risk,
challenging the traditional insurance business model of
risk pooling and redistribution and, as we are already
witnessing in some regions with climate risks, making
insurance prohibitively expensive or — even worse —
unavailable.

Findings from a global customer survey published in a
new Geneva Association report, The Value of Insurance
in a Changing Risk Landscape, show that customers
across the world’s six largest insurance markets (the
U.S., China, Japan, U.K., France and Germany) are
concerned about future insurability — particularly for
natural catastrophes, longevity and cyber risk: over
50% of respondents expect it will become more difficult
or impossible to get insurance.

The report advises that by providing services that go
beyond traditional risk transfer —such as risk prevention
services — and collaborating with governments to
address the most severe risks, insurers can continue
to safeguard societies in the face of a more complex
and challenging risk landscape. The survey findings
provide strong support for these approaches, with more
than 80% of customers expressing interest in non-
traditional risk services.

Jad Ariss, Managing Director of The Geneva
Association, said: “The increasing intensity and impact

FIGURE 5: THE INCREASING PREVALENCE OF SYSTEMIC AND INTANGIBLE RISKS
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Source: The Geneva Association
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of risks today, from climate to cyber, are creating
testing conditions for insurers. Yet the case for the
continued value of insurance is clear. By leveraging
their expertise to offer services that help to mitigate
risk and drive positive change among their customers,
insurers can maintain, and even Sstrengthen, their
societal relevance.”

Kai-Uwe Schanz, Director Socio-economic Resilience
at The Geneva Association and author of the report,
said: “Our theoretical analysis found that climate
and cyber risks in particular present major obstacles
to insurability. Interestingly, they were also two of
the top risks cited by customers when it comes to
concerns around the unavailability and unaffordability
of insurance. Encouragingly, our survey results also
reveal considerable appetite among customers for
additional risk services — such as prediction and
prevention services — indicating a clear opportunity for

insurers to expand their offerings.”
Source: Geneva Association
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Most climate-vulnerable countries could lose over 100% of GDP

in insurable disasters

A study from the University of Cambridge Institute for Sustainability Leadership (CISL), supported by risk
analysis from the global insurance group Howden, indicates that the smallest and most vulnerable nations could
lose more than their entire GDP due to extreme climate events in the coming year. These risks, primarily faced
by Small Island Developing States (SIDS) and other susceptible countries, point to the urgent need for effective

financial solutions.

The findings have highlighted the potential of risk-
sharing systems to offer financial security to countries
vulnerable to climate-related disasters. This research
focuses on the economic effectiveness of such systems
in mitigating financial impacts on these nations.

The report also proposes a model for loss and damage
(L&D) implementation, suggesting that the financial
risks faced by these countries could be significantly
reduced through the use of insurance and capital
markets. The model indicates that potential losses
could be brought down to only 10% of GDP.

Incorporating insights from leaders in both the Global
South and developed economies, the study outlines a
strategy for L&D implementation across 100 climate-
vulnerable, less developed countries. It suggests
mobilizing donor funds to leverage substantial
resources from insurance and capital markets, providing
immediate and sustained financial protection through
2050.

The state of insurability heading to COP28

As the global community gears up for COP28 in Dubai,
the report, titled “Risk sharing for Loss and Damage:
scaling up protection for the Global South,” offers
a strategic pathway for L&D implementation. The
discussion at COP28 will focus on the utilization of
L&D funds, regardless of the final negotiated outcomes.

The research quantifies the losses that small, climate-
vulnerable countries in regions like the Pacific,
Caribbean, and Indian Ocean are currently facing.
Predicted losses range from 50% to over 100% of
annual GDP due to severe weather events. These
losses could increase by approximately 0.5% per year,
reaching 10-15% by 2050 solely due to climate change.

Despite these escalating risks, the study shows these
economies remain insurable under the proposed plan.
An estimated $1 billion in donor-supported annual
premiums could protect the world’s 30 smallest and
most climate-vulnerable countries against losing more
than 10% of their GDP from climate shocks. This would
be achieved through a mechanism known as “Umbrella
Stop-Loss Protection.”

The study further demonstrates that such financial
protection could be sustained through 2050, offering
these countries the financial stability needed for long-
term planning, investment attraction, and decisions on
resilient development and climate adaptation.

Expanding the scope, the analysis illustrates how risk-
sharing could be a crucial component of the L&D
solution for all recipient countries. An annual pure
premium of $10 million per country, supported by
donors, would translate to approximately $25 billion
in guaranteed financial protection for 100 countries,
ensuring significant pre-arranged financial support for
their most critical needs.

“The pure maths and dispassionate economics in this
analysis are clear. Risk sharing systems empower
hard won loss and damage funds to provide structural
financial security to the widest range of vulnerable
countries,” said Rowan Douglas CBE, climate, risk
and resilience CEO at Howden. “We can mobilize
existing expertise, institutions, and partnerships to
put this essential protection in place quickly. With
this groundbreaking research by CISL, world leaders
are guided by an action plan based on a bedrock of
open science, rigorous analysis, shared alignment, and

collective purpose.” ,
Source: Insurance Business mag.

Property catrateincreases toavgbelow 10% atJan 2024 renewal:

Fitch

Fitch Ratings forecasts that property catastrophe reinsurance renewal rate increases will decelerate in 2024, with
an average increase expected to be below 10% at the January renewal season.

Because of this, Fitch says that improvements in
underwriting margins will likely be less significant

than in 2023, but still those margins are going to be
supported well through 2024, by the higher reinsurance
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pricing and improved terms and conditions on property
catastrophe business.

Normalised for major losses, Fitch believes that
reinsurer margins are set to peak next year, although
traditional reinsurance firms still stand to benefit from
improved investment returns as well.

“Fitch therefore forecasts an improvement in underlying
profitability for the global reinsurance sector in 2024,
and is maintaining its improving fundamental sector
outlook,” the rating agency explained.

Which all implies that spreads in the insurance-linked
securities (ILS) space may have peaked, but that returns
and yields are set to remain elevated, with additional
rate increases possible in collateralised property
catastrophe reinsurance business renewals.

The rating agency isn’t anticipating much change to
reinsurer appetites for risk in 2024, so expects that
changes to attachment points will remain, while the

Regional Insurance

appetite for aggregate reinsurance is not expected to
increase much, if at all.

“We do not expect this to change much in 2024
as reinsurers’ appetite for lower layers of property
catastrophe risk remains limited,” Fitch said.

Price increases for property catastrophe reinsurance are
likely to be highest in the most loss-exposed regions of
the world at the January 2024 renewals, Fitch believes,
but overall capacity is expected to be sufficient.

The rating agency said, “Fitch believes reinsurance
and retrocession capacity for higher layers of property
catastrophe risk should be sufficient to meet demand in
2024.

“Traditional reinsurers’ have greater appetite for these
layers, and selective capital inflows from alternative
capital providers will supplement the supply of cover.

“This should result in less upward pressure on prices
than during the January 2023 renewals.”

Source: Artemis

Adapting to Climate-Driven Construction Risks and Insurance

Challenges in the Middle East

The Middle East is no stranger to environmental
challenges, with its scorching temperatures, and
long stretches of drought. However, recent events in
the region have underscored the inescapable impact
of climate change. Notably, in addition to rising
temperatures and poor air quality, the region has
recently experienced a surge of extreme weather
events, prompting consideration about the impact of
climate change.

Science tells us that more frequent weather events
should not be surprising and Middle East governments
have been sounding the alarm. For example, as early
as 2013 Oman’s submissions to the United Nations on
climate change warned that, on the most conservative
calculation, more than 375 km2 of Oman is expected
to be flooded by rising sea levels. Similarly, in 2021,
the UAE government issued a report warning of an
anticipated increase in cyclonic activity in the Arabian
Sea and a rise in extreme weather events. Recent
years have seen these predictions coming to fruition,
with Oman, Yemen and the UAE most recently being
affected by Cyclone Tej in October 2023.

Not only are the effects of climate change becoming
increasingly evident, but so too are the direct and
indirect impact on construction and its re/insurance

across the Middle East.
Impact on Construction Risks and Insurance

The evolving climate in the Middle East is necessitating
adaptation within both the insurance and construction
industries.

Increased temperatures, rising sea levels, severe
flooding and cyclones require the construction industry
to account for risks and issues that may not have
been a concern as little as twenty years ago. Such
environmental issues impact directly on building
design and materials, interruptions and delay, damage
to works, and mitigation costs. The industry must
also contend with changing and evolving regulations
introduced by governments to protect the public and
workers from such risks. While doing so the industry
has to deliver projects, for example a renewable energy
project to power a new city, at a scale not undertaken
before, and in circumstances where project delivery
requires novel technology and construction methods.

Middle East insurers and reinsurers are also grappling
with changing risk profiles influenced by extreme
weather events such as floods and cyclones. Such
events can result in extensive damage and a significant
accumulation of exposures in a concentrated
geographic area. Insurers operating in markets with
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exposure to such changing weather conditions may find
it challenging to obtain the desired level of reinsurance
support from suitably rated reinsurers and are looking to
consider alternative solutions to address such concerns.
As recently as March 2023 for example, Oman was
investigating a natural catastrophe insurance pool.

The challenges faced by insurers generally are
exacerbated with respect to Middle East construction
insurance where the market must continue to develop
rapidly to keep up with the demand for insurance of
high-profile mega-projects.

The scale of projects, regulatory changes and the
impact of climate change therefore puts pressure on
insurers, brokers, and potential policyholders to ensure
projects are covered by insurance products tailored
to the region’s unique challenges. To achieve this,
all stakeholders need to undergo a significant shift in
mindset to adapt and address the evolving catalogue of
climate-driven perils.

To read full article, please click here.

Source: Clyde & Co
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Markets’ Reports

Q3 2023 UAE listed Insurance Companies performance analysis

IFRS 17 brought about changes by transitioning from
disclosing GWP to exclusively showcasing Insurance
Revenue. Notably, there was a 17% increase in
Insurance Revenue, reaching AED 22 billion in Q3
2023, compared to AED 19 billion in the same period
last year. Insurance Revenue mirrors Gross Earned
Premium but now includes Expected Credit Losses
(ECL). The sector is witnessing an uptick in Credit
Risk, and we foresee growing industry challenges
attributed to the heightened impact of ECL.

Insurance Service Results saw a 14% decrease, falling
to AED 915 million from AED 1,062 million in the
previous year. Similar to IFRS 4’s Underwriting Profits
(net of expenses), these outcomes have experienced a
decline.

Profit before tax increased from AED 1.3 billion in Q3
2022 to AED 1.5 billion in Q3 2023, reflecting a 19%
growth. Among the top 5 in terms of profits, earnings
saw a 29% surge to AED 1.3 billion (Q3 2022 — AED
1.0 billion), while the remaining companies faced a
decline of 22% to AED 200 million (Q3 2022 — AED
255 million).

The CBUAE has revoked the circular permitting
companies to offer up to a 50% discount on Motor
rates. After the withdrawal of this circular and the
observed enhancements in pricing since the start of the
year, the outlook for the remaining 3 months continues
to be optimistic.

Solvency standings among companies are progressively

Arab Insurance :
Bahrain

Insurance Revenue Q3 2023

HORIENT mSUKOON WADNIC wWDIN mAAAIC H Others

facing greater strain. Out of the 24 that disclosed their
solvency, 5 firms do not meet the solvency criteria.
According to our prior reports, the remaining companies
not included in these 24 are also either insolvent or
operating in run-off mode.

While all the companies have successfully disclosed
their financials under IFRS 17, the transition hasn’t been
without challenges. Progress is being made compared to
the previous quarter, yet the journey has been obstacle-
ridden for most firms. We expect the quality of financial
reports to improve as companies refine their data and
operational processes. Notably, reconciling Account
Receivables/Payables and addressing associated Credit
Risk implications has impacted some companies, and
we anticipate more firms will make provisions for
write-offs due to this factor.

To download full report, please click here.
Source: BADRI
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Arriérés dus a la CNSS: Une amnistie a 3,2 milliards de dirhams

La Chambre des conseillers a récemment approuvé a
I’unanimité le projet de loi N° 41.23, visant a effacer
les arriérés dus a la Caisse Nationale de Sécurité
Sociale (CNSS) dans le cadre de 1’ Assurance maladie
obligatoire de base (AMO).

Cette initiative, d’une ampleur de 3,2 milliards de
dirhams, représente une mesure significative pour les
professionnels, les travailleurs indépendants, et les
non-salariés engagés dans le secteur privé.

Contexte

Le ministre délégué chargé du Budget, Fouzi Lekjaa,
a expliqué que I’application du régime de I’AMO
a rencontré des obstacles pratiques, notamment
I’irrégularité ou 1’absence de paiement des cotisations.
Cette situation a entrainé ’accumulation de dettes
importantes envers la CNSS, incluant les cotisations,
les majorations de retard, les frais de poursuite et
les amendes. Ce projet de loi représente une étape
importante vers [’établissement d’un systéme de
protection sociale plus solide au Maroc. Il offre
une opportunité aux professionnels et travailleurs
indépendants de rectifier leur situation vis-a-vis de la
CNSS et de bénéficier d’une couverture maladie, tout

Arab Insurance
Qatar

en s’engageant vers une responsabilité accrue dans le
paiement régulier de leurs cotisations futures.

Le projet de loi vise a résoudre ces problémes en offrant
aux débiteurs I’opportunité de régulariser leur situation.
L’objectif est de faciliter ’acces a la couverture maladie
pour eux et leurs ayants droit, tout en encourageant le
paiement régulier des cotisations a I’avenir.

Environ 1.326.132 assurés principaux sont concernés
par cette amnistie, représentant un montant total de
3,285 milliards de dirhams. La période de régularisation
s’étend jusqu’au 24 octobre 2023.

Les assurés ¢éligibles a cette annulation sont ceux qui
n’ont pas versé leurs cotisations a la CNSS pour le
régime de I’AMO pendant au moins trois mois avant la
publication de la loi au Bulletin Officiel (BO).

Pour bénéficier de cette amnistie, les assurés doivent
payer leurs cotisations dans une période définie, qui
commence le mois suivant la publication de la loi au
BO et se termine a la fin du quatrieme mois suivant
cette date. Une période probatoire de trois mois est
¢galement instaurée apres le début du paiement des

cotisations.
Source: 212 Assurances
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AtlantaSanad: BMCE Capital optimiste sur le business

Morocco: Une récente analyse de BKGR sur les
comptes semestriels 2023 d’ATLANTASANAD
révele des perspectives financieres prometteuses pour
I’assureur marocain. En dépit d’un environnement
économique complexe, la société démontre une solidité
et une stratégie d’investissement judicieuse, confortant
ainsi sa position sur le marché.

Selon les prévisions de BKGR, devrait voir une
1égere hausse de ses primes acquises nettes, avec une
augmentation estimée a 1% pour s’¢élever a 4 962,6
MDH. Cette progression est particuli¢rement notable
dans un contexte marqué par une baisse de 8% dans
I’activité Vie, équilibrée par une hausse de 4% dans le
secteur Non-Vie. Le résultat technique de 1’entreprise
est attendu en hausse de 9%, atteignant 796,6 MDH,
profitant d’une amélioration de la sinistralit¢ de
5% grace a des politiques d’assainissement et de
souscription efficaces. Cependant, une baisse de 16%
du résultat financier est anticipée, tombant a 402,3
MDH.

Pour I’année suivante, BKGR prévoit une augmentation

de 5,3% des primes acquises nettes, atteignant 5 227
MDH. Le RNPG est aussi attendu en hausse d’environ
9%, tiré par 1’activité commerciale et 1’amélioration
des marges techniques.

Avecenviron 10% de part de marché au premier semestre
2023, ATLANTASANAD se distingue par sa rentabilité
croissante et sa solidité financiére remarquable. La
société aune marge de solvabilité de 182% en 2022, bien
supérieure au minimum réglementaire de 100%. Elle a
également réussi a maintenir une marge opérationnelle
positive unique en son genre en 2022, un exploit
prévu pour se répéter en 2023. ATLANTASANAD
diversifie ses investissements, se désensibilisant des
placements obligataires et privilégiant 1’immobilier
pour des rendements stables. En outre, son incursion
dans le domaine de la Bancassurance, notamment via
I’acquisition de 12,8% de CDM, est jugée prometteuse.

La politique de distribution de dividendes de
I’entreprise est un autre point fort. En 2022, elle a
offert un rendement de 4,4%, dépassant la moyenne du
marché de 3,6%.
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Larecommandationd’achat du titre ATLANTASANAD

par les analystes de BKGR témoigne de la confiance en

la capacité de I’entreprise a maintenir sa croissance et

sa rentabilité. Source: 212 Assurances
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