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sigma 2/2024:

Life insurance in the higher interest rate era

The Sul'ge ill il’ltereﬁ rateS tO 15'year highS dfamatically Figure 1. Life insurer operating results and investment return, eight key markets,
improves the outlook for life and annuity insurance. e

After more than a decade of weak demand driven by 8 Orero oot et B o vt

USD billion %

low interest rates, profitability is recovering as rises in
government bond yields improve investment returns e
and margins on life insurance products. We expect the
operating result for insurers in the largest eight life
markets to rise by more than 60% in the five years to

2027, as investment income rises by 40%. l . I I I I I ‘
In contrast, the sector missed its cost of capital by nearly o e . e °
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Sppts per year on average in the post-global financial
crisis decade. Life insurance stock market indices, a
forward-looking proxy for profitability expectations,
are now outperforming wider markets as investors
recognise the benefit of higher rates. Long-duration
business should see the greatest profitability gain in the
long term, given compound interest.

Low interest rates made life savings products less
attractive. Real premium growth for saving business
fell below global economic growth in the decade after
the global financial crisis, to just 1.1% annually on
average. Today, consumers are moving quickly to buy
life products that will secure them higher retirement
incomes. We anticipate strong, annuity-driven growth
in the life savings market as the interest rate reset
makes savings products more attractive. US fixed
annuity sales will likely reach a new record again this
year, after sales in 2023 were more than twice as high
as in any other year before 2022.

Rising interest rates transformed the competitive and
operational environment for life insurers from a low
growth, low profitability business to one of higher
growth and higher returns, especially for asset-intensive
business. As a result, the life industry is shifting from
returning excess capital to shareholders to a mode
of needing sustainable capital growth to support the
growth in asset and biometric risks.

In the low-interest rate years from 2009 until rapid
monetary tightening in 2022, stock insurers pivoted into
capital-light products and used reinsurance transactions
to divest their legacy liabilities. Private equity (PE)
firms acquired many of these legacy annuity book
assets, recognising that low interest rates created an
opening for asset managers to generate outperformance
from life and annuity portfolios by investing in higher-
yielding illiquid and private assets.

PE-owned insurers’ acquisitions gave them stable
funding to develop their investment operations and
grow their assets under management (AUM) and
earnings. For some, insurance assets are now a large
share of their total AUM. We estimate that more than
USD 1 trillion of life assets have transferred to PE-
owned insurers globally since 2009. They own roughly
25% of US individual annuity liabilities and are
growing in markets such as Japan.

However, PE-owned insurers face increasing
competition from insurer-owned asset managers,
as insurers expand their own asset management
capabilities, which have benefited from the rise in
unit-linked business. We expect further expansion and
competition in asset management, with more hybrid
product launches.

To get sigma 2/2024, please click here.

Source: Swiss Re

Risk-adjusted property-catastrophe reinsurance pricing turns

moderate at 1 June

Property-catastrophe reinsurance market pricing at 1 June 2024 has moderated, after notable rate increases in 2022
and 2023, observes Howden Re, the reinsurance and strategic advisory arm of Howden.

In a commentary, Howden Re says that average risk-
adjusted property-catastrophe reinsurance rates-on-line
are 5% lower within a typical range of -7.5% to — 2.5%
at 1 June.

A period of adjustment

The reinsurance market is experiencing a period of
adjustment, due in part to a resurgence in dedicated
sector capital, which now exceeds 2021 levels, says
Howden Re. This recovery, supported by strong ILS
inflows, has increased capacity at the top of programmes
and led to risk-adjusted rate reductions in higher layers.

Buyers and sellers engaged early in the year, with
cedents targeting better terms and conditions to address
previous increases in limits and attachments, as well
as narrower wordings. Reinsurers exhibited a proactive
stance by completing many programmes early, enabling
the deployment of increased retrocession capacity as
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Year-on-year change (RHS) =1 June property-catastrophe RoL (LHS)

the renewal drew near. This strategic approach enabled
some buyers to achieve more favourable terms in what
remains a cautious market.

Increased capacity, shifting focus

The ILS market saw a notable increase in activity
and competition, with over $3bn of issuance covering
Florida perils alone so far this year. Collateralised
retrocession capacity has likewise expanded, with
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capital providers’ assets under management growing
significantly. Some reinsurers have begun to re-focus on
property risks, aiming to grow in peak zones including
southwest wind. This shift follows strong performances
in 2023, with many reinsurers reporting their best
financial results in decades. The increased level of
ILS interest reflects a broader market trend towards
diversified alternative risk transfer mechanisms,
offering reinsurers and cedents more options to manage
their exposures.

Mr David Flandro, head of Industry and strategic
advisory at Howden Re, added, “The reinsurance
market is at a critical juncture. While the recovery
of dedicated capital and increased capacity signal
a potential softening of rates, the forecasted active

hurricane season and other market pressures could
counteract these trends. Strategic adaptability and
expert guidance are essential in navigating these
dynamics.”

Vigilance

Whilst there are signs of downward pressure on
property-catastrophe reinsurance rates due to capital
recovery and increased market capacity, reinsurers
remain vigilant. The anticipated active hurricane
season and other market factors could still present
significant challenges. Howden Re is committed to
closely monitoring these developments and working
with clients to navigate the evolving market landscape.
To read the full text, please click here.

Source: Asia Insurance Review

Mid-year reinsurance renewal pricing moderates, but discipline

to persist: Fitch

With pricing moderated slightly at the mid-year
reinsurance renewals, analysts at Fitch Ratings note
that this shouldn’t be construed as softening, saying that
terms and conditions are holding firm and discipline is
expected to persist.

Fitch Ratings said that the June and July reinsurance
renewals in 2024 are in seeing rate movements that are
in contrast to the hardening seen a year earlier.

“At the June/July midyear 2024 reinsurance renewals,
pricing is moderating, with risk-adjusted rates
generally flat to down slightly. This is in contrast to
the 2023 renewals, when Florida property experienced
30%-40% rate rises for catastrophe loss hit business,
reflecting the impact of Hurricane Ian in 2022, the
rating agency said.

But added that, “Terms and conditions are holding

firm, with retentions steady and not returning to levels
that provide earnings protection to cedents.”

As aresult, the reinsurance market seems to be meeting
the needs of cedents in Florida and beyond at this
mid-year renewal season, albeit still at pricing and
attachment levels higher than many would have liked
to see.

But overall capital strength in the re/insurance industry
remains high, Fitch says, which provides the sector “an
ability to absorb near-term large insured losses from an
individual hurricane or other catastrophic event.”

But the rating agency also noted that, pertinent for

the coming hurricane season, “A confluence of large
events in a short period may lead to capital reductions
and rating pressure.”

Not every carrier is as well-capitalised though and
Fitch also highlights the fact, “Florida specialty
insurers’ capital tends to be weaker than that of their
larger and national peers. Weakened capital positions
at individual Florida specialists could be challenged in
the event of a significant catastrophe year.”

Reinsurance demand proved to be particularly strong
in Florida at the mid-year renewals, especially for the
higher layers where catastrophe bonds have provided
significant support.

Demand has risen thanks to growth at carriers, with
depopulation from Citizens one source, as well as still
rising exposure levels and the removal of some state-
backed reinsurance layers in 2024.

Another factor is the improving Florida market
environment, with recent legislative reforms seemingly
having a positive effect.

Fitch said, “As a result, demand for reinsurance
coverage increased at the June/July 2024 renewals, as
Florida property specialists gain confidence in their
ability to profitably offer property insurance.

“However, the financial benefit of the reforms needs
to be proven out over time before it could pressure
meaningful declines in reinsurance pricing.”

Source: Artemis
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When war risk becomes war reality — Association of Average

Adjusters warning

War risk’s growing insurance complexities and unresolved challenges have been spelled out in a speech by the

association’s chair, Burkhard Fischer.

Marine insurers and their lawyers are grappling with
unresolved challenges two years after the outbreak of
the Russia-Ukraine war, according to the Association
of Average Adjusters.

The conflict had brought chaos “not only in the lives of
those in the region, but for the maritime industry trying
to make sense of the shock,” said Burkhard Fischer, the
body’s chairman, in an address to its annual conference.

Headlining his talk “When War Risk becomes War
Reality”, Fischer spoke of implications “that may still
develop further” regarding coverage of vessels trapped
in Ukrainian ports.

The history of war risk insurance has shaped present
attitudes but has left key aspects open to interpretation,
Fischer said.

The detention in 2022 of some 70 foreign-flagged
vessels in Ukrainian ports came as a surprise not only
to the vessels’ owners and charterers but also to the war
risk underwriters, the speech highlighted.

Fischer, also director of Cyprus-based Albatross
Adjusters, emphasised that despite its name, war risk
cover was not designed against the risks of a war

Arab Insurance
Egypt

already underway.

Commonly bought at a sometimes low premium, it
was there to cover against the legacy of war in times
of peace including derelict mines, bombs, and rusting
weaponry, he warned.

Once a live war came into the equation, or even the
perception of increased regional risk, a termination
clause allowed war underwriters to cancel with seven
days’ notice. Reinstating the cover then came with a
hefty additional premium because of the additional
risks of aggression, he highlighted.

The situation in Ukraine was unique, he explained, in
that many vessels had entered its ports when they were
covered by the basic war risk insurance with no need to
reinstate the policy with a higher premium.

Being liable potentially for many CTL (constructive
total loss) claims with hardly any additional premiums
paid at the time of port closures was bad news for war
risk underwriters, suggested Fischer, adding that the
level of basic war premiums should be reconsidered.

To read full article, please click here.

Source: Global Reinsurance
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Africa Re, Seminar “Oil and Gas Risks and Insurances”

Egypt: As part of African Reinsurance - Egypt’s
commitment to developing professional standards and
underwriting skills in the insurance and reinsurance
industry in Africa, a seminar titled “Oil and Gas Risks
and Insurances” was held from May 27th to May 29th,
2024 at the Intercontinental City Stars Hotel.

The seminar was aimed at staff of Oil and Gas
underwriting, claims, and reinsurance departments to
enhance technical knowledge and understanding of oil
and gas insurance and risk management.

Onthe lastday of the seminar, Mr. Gamal Sakr- Regional
Director, Africa Re North East Africa & Middle East

'

Cairo office presented participation certificates to the
participants from Egyptian and Sudanese insurance
companies.

It is worth noting that the following were present in
that seminar:

- Mr. Basem Hassen - Engineer, ACII, Principles for
Insurance Consultations and Services.

- Mr. Hany El Gamal - Managing Director Matthews
Daniel Egypt and North Africa.

- Mr. Abdelghani Rehal - Assistant Director
Underwriting & Marketing — Africa Re Cairo office
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Wafa Assurance : le CA consolidé en hausse de 13% au T1 2024

Morocco: Au titre du le trimestre 2024, le Groupe
Wafa Assurance réalise un chiffre d’affaires consolidé
de 4.073 MDH en augmentation de 13%. En Vie, le
chiffre d’affaires consolidé s’¢leve a 1.608 MDH en
progression de 23,9% expliquée par la performance
de activité Epargne et Prévoyance de 1’ensemble des
entités du groupe.

En Non-vie, le chiffre d’affaires consolidé ressort a
2.465 MDH en croissance de 6,8% grace a la bonne
dynamique de D’activit¢é du groupe sur l’ensemble
des branches. Les provisions techniques du groupe
s’établissent a 50 Mds de DH au 31 mars 2024 en
augmentation de 11,9%. Les placements consolidés
s’¢élevent a 55,8 Mds de DH en hausse de 13,3%.

En social, le chiffre d’affaires réalis¢ par Wafa
Assurance au T1 s’établit a 3.506 MDH en hausse de
12,4% par rapport a la méme période de 1’exercice
précédent.

Le chiffre d’affaires Vie s’éléve a 1.322 MDH, en forte
augmentation de 24,4% expliquée par la performance

—— e

Provisions technigues consolidédes
Chiffre o a.ﬂ‘aﬂs « oy solidé fen Mrd de DHJ
ferr M
-13% +11,9%
4073
= BSOS 44,7 S0
T1-2023 TI1-2024
Ti1-2023 TI1-2024
Chiffre o "affalres Social
Placements c onsolidds
i fen Mrd de DHJ
+12,6%
I 3 506 +13,3%
49 55.8
LB =B R T1-2023  T1-2024

en Epargne et la bonne tenue de ’activité Prévoyance.

Le chiffre d’affaires Non Vie ressort a 2.184 MDH, en
progression de 6,2% par rapport au 1E trimestre 2023
portée par ta croissance de I’ensemble des branches.

Les provisions techniques nettes de la réassurance
s’élévent a 41,7 Mds de DH au 31 mars 2024 en hausse
de 8,5%. Les placements affectés aux opérations

d’assurance s’élévent a 42,5 Mds de DH en hausse de
7,4%.

Source: Eco actu
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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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