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SONAR 2022: New emerging risk insights — 10th anniversary

edition

This year’s emerging risks arise from climate change and the transition to a low-carbon economy, real and hyped
technological disruptions, and increased global uncertainty and risk awareness. In addition, SONAR looks back at

lessons learned to mark its 10-year anniversary.
Climate change — the long-term, existential threat

As the world grapples with a war in Ukraine, the effects
fromastill ongoing pandemic and economic uncertainty,
risk foresight is ever more important. One emerging
risk that is here to stay is climate change, a recurring
SONAR theme. This year, we examine how thawing
permafrost could lead to property damage, but also
affect human and animal health as ancient pathogens
are released from previously frozen ground. Another
threat are non-native species which are imported for
climate change adaption, but turn out to be invasive
and endanger endemic species and ecosystems.

Combatting climate change requires achieving net-
zero emissions. As decarbonisation efforts gain traction
globally, we highlight the role insurers can play in
supporting sustainable farming and new fuels in the
shipping industry.

The double-edged sword of technology: risks and
opportunities

Technology regularly features in our emerging risks.
This edition explores new applications of artificial
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intelligence in law, automated underwriting, endeavours
in outer space, and scientific breakthroughs in biotech.
We look at the risks and opportunities in new markets
arising from technological advances, such as fertility
services, quantum computing and cryptocurrencies.

Impacts from global challenges
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Economic stresses from the war and pandemic are
causing supply chain disruptions. We believe raw
material shortages and rising prices due to inflation
pose a risk to the construction quality and durability
of buildings. Current global challenges also have
heightened society’s risk awareness. The COVID-19
pandemic has undermined trust between large groups
in the population and government officials as well as
academic experts. We look at how conspiracy theories
and alternative views on health could foster harmful
behaviour and weaken societal resilience, particularly
in future health crises.

Lessons from 10 years of sharing emerging risk insights

Lastly, we review selected risks we flagged over the
last decade. Among them are threats from infectious
diseases, risks from climate change and the transition
to a low-carbon economy, and dangers in digitalisation.
In hindsight, some of our emerging risk signals proved
prophetic. This reminds us of the importance of
raising risk awareness and sharing insights to mitigate
emerging risks.

To get the publication, please click here

Source: Swiss Re

Climate change could cost world economy $178tn by 2070,

Deloitte says

Climate change could cost the global economy $178
trillion over the next 50 years, or a 7.6 per cent cut
to global gross domestic product in 2070, if left
unchecked, according to a report by Deloitte.

If global warming reaches about 3°C above pre-
industrial levels towards the end of the century, the toll on
human lives could be “significant”, disproportionately
affecting the most vulnerable, the consultancy said.

It will also lead to loss of productivity and employment,
food and water scarcity, worsening health and well-
being and bringing about a lower standard of living
globally, Deloitte’s Global Turning Point Report,
which analysed 15 regions in the Asia-Pacific, Europe
and the Americas, warned.

However, if global leaders unite in a systemic net zero
transition by 2050 and meet the Paris Agreement goal
to limit warming as close to 1.5°C above pre-industrial
levels by as much as possible, the global economy
could gain $43tn in the next 50 years, giving global
GDP a 3.8 per cent boost in 2070, the report found.

“The numbers speak for themselves and businesses
should be reimagining their practices to help build a
more sustainable future for all,” said Mutasem Dajani,
chief executive of Deloitte Middle East.

“Taking small steps in the right direction will pay
dividends in the future. It has become clear that if
businesses donotprioritise sustainability and understand
the impact they are having on the environment, valuable
talent, revenue and market share may be lost.”

Business leaders are recognising the importance of
the issue — 89 per cent of executive-level managers
surveyed by Deloitte agree there is a “global climate
emergency” while 79 per cent currently seeing the
world at a tipping point for responding to climate
change.

However, transforming the economy for a low-carbon
future will require “extensive co-ordination and global
collaboration throughout industries and geographies”,
the report said.

Governments will need to work with the financial
services and technology sectors through global
policymaking, greater investment in clean energy
systems and a new mix of green technology across
industries.

The transition to net zero emissions would create
“fundamental changes to the structure of economic
growth” as the economy switches the energy mix
from reliance on fossil fuels to renewable electricity
augmented by fuel sources such as hydrogen, the report
said.

During the initial stage, the combined cost of upfront
investments in decarbonisation, coupled with the
already locked-in damages of climate change, would
“temporarily lower economic activity”, compared with
the current emissions-intensive path.

However, once the transition is complete, the “economic
benefits of having avoided climate damage and the
emergence of new sources of growth and job creation
would start to outweigh the costs”, the report said.

It also stressed that each region will move forward at its
own pace, based on factors such as the way governing
bodies and societies are structured, exposure to climate
change and overall risk profile, and marketplace
strengths and capabilities.

For example, the Asia-Pacific is expected to see the
benefits of a low-carbon transition in the 2020s, while
Europe will not register a return on investment until the
2050s, and the Americas until the 2060s.

However, if rapid action is taken, all regions are
expected to achieve their turning point by 2070, the
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report said.

Our analysis shows that a low-carbon future is not only
a societal imperative but an economic one,” said Dr
Pradeep Philip, partner at Deloitte Economics Institute.

“We already have the technologies, business models
and policy approaches to simultaneously combat the
climate crisis and unlock significant economic growth,
but we need governments, businesses and communities
globally to align on a pathway toward a net zero future.”

Source: Hellenic Shipping News

UN senior official spells out
what insurers can do to help
halve emissions by 2030

UN assistant secretary-general for climate action, Mr
Selwin Hart, has suggested what the insurance sector
can do to cut emissions by half by 2030.

Speaking at an event held on 19-21 June to mark the
10th anniversary of UNEP’s Principles for Sustainable
Insurance Initiative (PSI), he told insurers, “I have
three concrete asks of you:-

“First, follow through on your net-zero pledges with
ambitious and credible actions now and during the
course of this make-it or break-it decade. 2050 and 2030
are too far into the future. We need decisive action and
interim net-zero targets by 2025. And deliver strong
and credible transition plans to link your long-term
pledges with immediate action.

“Second, what you invest in and where you invest
matters. Stop investing in the coal industry, and stop
underwriting new fossil fuel projects that contribute
to the climate emergency. As of November 2021,
institutional investors still held over $1.2tn in the
coal industry. And close to 500 commercial banks
channeled $1.2tn to coal mining, trading, transport,
conversion of coal to liquids, coal-fired power stations,

and manufacturing of equipment for new coal plants.

“The secretary-general said it best: this madness needs
to stop. Shift your investments to renewables and
support the expansion of renewables in developing
and emerging economies. These countries need access
to cheaper and clean energy sources. And tell us how
public sources of finance can be better used to leverage
the trillions you own and manage. I also urge you to
invest in adaptation and resilience building to protect
lives and livelihoods.

“Third, you have very powerful voices, wide influence
and resources on a scale that can deliver change. Sitting
on the sidelines and hedging your bets is no longer a
viable option. I urge you to put these assets to work
and send the loudest possible message to government
decision-makers - both publicly and privately — that
they must step up their climate ambition and actions.”

Mr Hart said, “Let me be frank. The world is way off
track from limiting global warming to 1.5 degrees
Celsius and preventing the worst impacts of the climate
crisis.

“Every indicator on climate is heading in the wrong
direction. Global emissions are at their highest level
in human history and continue to grow. The current
national commitments made under the Paris Agreements
by governments would result in an increase in global
emissions of 14% by 2030, rather than the 45% decline
science tell us is required this decade to be on a credible
pathway to 1.5.”

He added, “The battle to keep 1.5 alive will be won
or lost in this decade and with each passing day of
inaction and insufficient action, the pulse of 1.5 gets
weaker and weaker.”

He stressed, “The climate crisis is the greatest test of
our age. The science is conclusive, the choices are
clear, and the tools we need are all within our reach.
Let’s pick up the toolbox and get to work.”

Source: Asia Insurance Review

Where is the giant wall of reinsurance capital?

With property catastrophe reinsurance rates having risen by at-least double-digits for many cedents at the renewal
seasons so far in 2022, analysts from RBC Capital Markets pose a valid question. Why aren’t we seeing a wall of

capital flood into the space?

Historically, during any hard market, we’ve seen
classes of new reinsurance startup company launches
coming into the space, as well as an inevitable flurry of
activity in launching reinsurance sidecars and raising
capital for new insurance-linked securities (ILS) fund
ventures.

But, in 2022, “Where is this giant wall of capital that
has long plagued the reinsurance sector, squashing
out hard markets with head spinning efficiency?” the
analyst team from RBC Capital Markets ask.

We’re in a market environment where many companies
have been dialling back their exposure to property
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catastrophe reinsurance risks, with some choosing to
stop explicitly writing that stand-alone business, such
as AXIS, while others have shifted their property cat
risks onto third-party capital, like Markel.

Even stalwart writers of catastrophe risks like
RenaissanceRe has become steadily more balanced,
in terms of catastrophe risks versus other classes and
other Bermudians once known for their appetite for cat
risks are now reducing their books to less than 10%

focused on property cat risks.

“So what is going on here? Don’t they know that
property rates were up at a double-digit clip at each of
the January 1 and April 1 renewal dates (and almost
surely were up a like amount or more at June 1 though
we have seen no formal reckoning by any of the large
brokers just yet)?” the analysts ask.

To read full article, please click here
Source: ARTEMIS

Ukraine-Russia conflict market losses estimate narrowed to

$10bn

Swiss Re has reiterated that losses from the Ukraine/Russia conflict appear to be a mid-sized nat cat event, narrowing
estimated market losses to $10bn from $15bn previously estimated, according to a Goldman Sachs report for Q1.

The report noted that reinsurance and London Market
names are potentially exposed in various lines,
including aviation, credit & surety, some Specialty
lines (political risk and political violence) and marine.

Although it is too early to estimate the final insured
losses for specialty losses, a number of commentators
have provided early estimates, ranging from $15 to
$35bn, Goldman Sachs stated.

Swiss Re, as well as S&P Global, have both estimated
that the reinsurance market (top 21 reinsurers) would
likely pick up 50% of the loss, which is typical of a loss
of this size.

The $10bn is Swiss Re’s best estimate but admitted the
confidence level was low, given the range of outcomes.

The company believes the longer the conflict, the more
losses it will see, in particular in the credit & surety
lines as more companies go into bankruptcy.

On the other hand, an earlier-than-expected conclusion
to the conflict would lead them to reassess its scenario
and likely lead to some positive revision of losses,
according to Swiss Re.

According to Goldman Sachs, clarity on the size
and timing of the potential insurance losses from the
Russia/Ukraine conflict would remove an overhang on
the sector.

Goldman Sachs commented: “This latest $10bm
market loss estimate is lower than the $15bn estimate
we had assumed in our prior analysis, which was based
on Swiss Re’s initial assessment.

“While we expect the booked loss to increase (not just
for reinsurance but for the whole sector), we do not
expect it to be as high as we had initially assumed and
see $10bn as a more updated loss estimate and we note
it is widely used by other reinsurers.”

According to the firm, these early estimates are
concentrated on political and marine (including war
cover) losses in Q1 and political violence as a line of
business is most likely to incur losses in the short term.

The credit insurance requires some default to trigger,
and the longer the conflict, the more credit insurance
losses would be as more companies would go into
bankruptcy.

Aviation lines would appear the most exposed lines of
business, the report noted, as lessors have started to
claim for planes stranded in Russia due to sanctions.

The firm said: “In our view, aviation losses will likely be
larger for the London market names, albeit with much
more uncertainty due to the nature of the exposure.

“For reinsurance companies, we believe the exposure
to aviation losses are less compared to London Market
names.”

Source: Reinsurance News
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BADRI - UAE Insurance Industry Performance Analysis Q4

2021

The UAE Insurance Industry recorded an overall
growth of 6% in GWP for 2021 (as per our estimates),
as GWP increased to AED 41 billion from AED 39
billion in 2020. Listed companies recorded a growth
of 6% in GWP, 16 out of the 29 companies contributed
to this growth, while 13 companies saw a reduction in
premiums. The largest decline came from Salama in
absolute terms. The Branches also witnessed a growth
in premiums overall of 5% for 2021, although 12 of the
22 branches covered witnessed a decline in GWP.

The profits for the companies covered fell from AED
2.8 billion in 2020 to AED 2.5 billion in 2021. The UW
profits reduced by AED 0.5 billion while investment
income increased by AED 0.2 billion. The top listed
5 companies, all of which showed healthy growth
in profits contributed to 70% of the profits of listed
companies (or equivalently 55% of the total industry
profits). A large part of these profits was driven by
AWNIC which was a new entrant into the Top 5 due to
realized investment income of AED 158m leading to an
increase of 978% in its profit figures compared to 2020.
On the other hand, ASNIC acted as the biggest drain on
profits this year, as it rounded up the year with a loss of
AED 63m. The Foreign Branches, after a tremendous
performance in 2020 observed a decline of about the
same scale in 2021, hence bringing the profits back to
pre-COVID levels. ZIL, in particular, saw its profits
reduce by 26% in 2021, but it was still able to maintain
top spot for profits in the Branches category. Overall,
3 of the 29 listed companies and 7 of the 22 branches
covered booked a loss in 2021.

It was observed that insurance companies which
recorded deficit from their underwriting business
were able to minimize this impact due to profitable
performance of their investment portfolios. 21 out of the
29 listed companies had a higher contribution to profits
coming from investments compared to underwriting.

Interestingly, 4 out of the top 10 profitable companies
(listed and branches) were not in the top 10 for
premiums written. This goes to show that top line and
bottom-line performance does not necessarily go hand

GROWTH RATIOS
B0 208 mA E020 a2

174

Bl
&%
3%

GWP GROWTH

1485
10% 10
i, 8

U
3
1%
I L™
0%

NEP GROWTH

3y
O
I
NWE GROWTH

in hand. As we have seen in the past “Top line is vanity,
bottom line is sanity”.

The loss ratio for the industry saw a deterioration
this year compared to 2020 which also resulted in the
Combined Ratio of 102% (2021: 99%) implying an
overall loss-making underwriting performance by the
industry. 12 out of 29 listed companies and 11 out of
22 branches had a combined ratio in excess of 100%.

Despite the above, the return on equity for the industry
remained stable at 11%.

As the claim frequencies increased post Covid we saw a
pressure on the underwriting results. The actual impact
could have been dampened further but was shored up
by reserve releases as prudence built during Covid
times was released and the industry moves towards
best estimate reserving due to IFRS17. Pressure on
the performance and higher investments in technology
has led to consolidations/mergers and few more deals
expected during the year 2022. The time has come that
the industry goes back to fundamentals. Companies
need to stop focusing on getting business by competing
on price only and focus on all the levers available like
underwriting, risk selection, better claims management,
operational efficiency etc.

To download full report, please click here
Source: BADRI
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Hassan Khelifati, vice-président de I’Union Algérienne des
AssureursetRéassureurs(UAR): «lanouvelleloisurlesassurances
au secrétariat général du gouvernement d’ici septembre»

Hassan Khelifati, vice-président de 1’Union Algérienne des Assureurs et Réassureurs (UAR): «la nouvelle loi sur
les assurances au secrétariat général du gouvernement d’ici septembre»

Lapremiére mouture de lanouvelle loi sur les assurances
«a été finalisée», a annoncé ce mardi en exclusivité a la
Patrie news, Hassan Khelifati, vice-président de 1’Union
algérienne des Assureurs et Réassureurs (UAR). Et
indique qu’un Comité ministériel regroupant le

ministére des finances, ’'UAR et le Conseil national
des Assurances a été créé et a tenu des réunionsy». Dans
ce méme registre, M. Khelifati précise que ce comité
«se réunira dans les prochaines semaines pour avoir le
document final de la loi et le soumettre d’ici septembre
tout au plus au Secrétariat général du Gouvernement
pour validationy.

Sur ce sujet, il convient de préciser que la nouvelle
loi remplacera 1’ordonnance n° 95-07 du 25 janvier
1995 relative aux assurances, modifiée et complétée
a plusieurs reprises depuis 2004. Les lois et les lois
de finance complémentaire ont apporté aussi des
amendements par cinq fois de 2007 a 2020 sans
compter les textes d’application. Ce

nouveau texte, précisent des sources concordantes,
«devrait statuer sur [Dintroduction de facilités

pour étoffer le réseau de distribution et consacrer
I’introduction de la notion de producteur d’assurances
et imposera le recours a la coassurance». La réforme
doit toucher

également a la régulation du marché des assurances qui
doit étre indépendante. Aussi, I’autorité indépendante
pourra donner plus de moyens a cette institution pour
réguler le marché, mettre un terme a la guerre des tarifs
et vérifier I’adéquation des engagements de

chaque acteur avec ses tarifs, ses provisions et ses
capacités a faire face a ses sinistres contre des tarifs de
plus en plus bas et de fagon anormale.

Source: La Patrie News
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JBA & Chedid Re announce five-year partnership

Middle East: The partnership will allow the broker to
use JBA’s global flood model, which will enable Chedid
Re to provide flood risk analytics and catastrophe

modelling services to its clients across the Middle East,
Africa, and South Asia.

Chedid Re will access the global flood model via its
existing relationship with Nasdaq Risk Modelling for
Catastrophes.

The partnership between the two companies comes
just a few months after it was announced that JBA had
released its new UK flood model for insurers.

As a company of Chedid Capital, as well as Lloyds
broker since 2015, Chedid Re has offices in Abidjan,
Beirut, Casablanca, Dubai, Limassol, London, and
Riyadh.

“As one of the world’s top 20 reinsurance brokers we
are constantly looking for ways to support our diverse

JM-Oran 2022 :

meéditerranéens d’Oran

Algeria: La Société nationale d’assurances (SAA) a
signé une convention avec le Comité d’organisation
des jeux méditerranéens d’Oran (COJM), faisant d’elle
I’assureur de la 19me édition des ces jeux, a-t-clle
indiqué jeudi dans un communiqué.

Cette convention a été signée lors d’une cérémonie
organisée mercredi au siege du COJM a Oran, comité
en charge de I’organisation des jeux méditerranéens
d’Oran 2022 (JM-Oran 2022) qu’abritera la capitale
de I’Ouest de I’Algérie du 25 juin au 6 juillet 2022,
précise la méme source.

Le document a été signé coté COJM par le Commissaire

client base,” said Elie Abi Rached, Chief Executive
Officer of Chedid Re in the Kingdom of Saudi Arabia.

“This latest investment will ensure that our clients are
able to fully understand their flood exposure, wherever
they operate in the world, and to develop appropriate
risk management and mitigation strategies.”

Nikki Pilgrim, Technical Director at JBA Risk
Management, commented: “At JBA we see increasing
demand from clients across the world to be able to
understand their exposure to flood risk in a drive
to develop robust risk management and mitigation
approaches.

“The Chedid Re partnership is another recognition of
JBA’s global flood modelling capability that not only
covers the model gaps but also allows adjustment and
customisation to include client-relevant views of risk.”

Source: Reinsurance News

la SAA assureur de la 19me édition des jeux
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des jeux, Mohamed Aziz Derouaz, et par le Pdg de la
SAA, Nacer Sais.

La SAA figure, par ailleurs, parmi les sponsors de cet
important événement sportif, est-il rappelé dans le

communiqué.

Les JM-Oran 2022 verront la participation de 24 pays de
la méditerranée qui se concourront dans 26 disciplines

avec un total de 3.391 athlétes engagés.
Source: aps.dz
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