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Markets’ Reports

BADRI - UAE Insurance Industry Performance Analysis Q3

2022

The topline of the Listed insurance Companies
operating in the Emirates recorded a growth of 13%,
where premiums written have increased to AED 23
billion compared to last year GWP of AED 20 billion.
This increase is coming through from Conventional
insurers, while Takaful insurers observe a decrease in
contributions.

While the loss ratio remains stable at 61%, the combined
ratio is observed to increase to 94% in the first nine
months of 2022 compared to 90% for the same period
in 2021. This is driven by expense ratios which have
increased to levels not seen in the preceding 5 years,
leading to the highest combined ratio in the last 5 years
for the industry. This, along with poorer investment
performance, has led to a strain on profitability.

Contrary to the topline, a significant decline is observed
in the bottomline, where profits dropped from AED
1.6 billion in 2021-Q3 to AED 1.1 billion in 2022-
Q3, a drop of 29%. Furthermore, if we remove the top
3 companies by profitability from the analysis (their
profits showed just showed a 2% decline on combined
level), the rest of the industry saw profits declining by
63% from AED 714 million in 2021-Q3 to AED 265
million in 2022-Q3, which is alarming and a cause for
serious concern.

The Return on Equity also reduced to 7% in 2022-Q3
compared to 11% return observed in 2021-Q3. The
Earnings Ratio (Net Profit/ Net Earned Premium) of
15% observed for the first nine months of 2022 is the
lowest in the last 5 years.

15 out of 28 listed companies had a combined ratio in
excess of 100% and 8 out of 28 listed companies had a
negative ROE for the period.

With the recent turmoil in global markets and the rise
in inflation, 2022 has given insurers a double whammy

World Insurance
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with a much more subdued investment performance
leading to drop in investment income and a highly
competitive market with claims inflation and rise in
expenses leading to drop in underwriting profits.

It is now time for Companies to stop focusing on
increasing top line by competing solely on price. The
personal lines market is highly price sensitive but the
financial performance over the last year is testimony
to the fact that the current practice of lowering tariffs
without regard to risk exposure is an unsustainable
long-term strategy, Instead, companies need to focus on
all the levers available like underwriting, risk selection,
better claims management, operational efficiency etc.

A number of companies are already facing solvency
issues in the UAE and the current pricing trends are
pushing them further into the abyss. We have observed
3 companies whose financial statements contained
a qualified opinion with regards to going concern /
solvency, and 3 with a matter of emphasis paragraph
citing similar concerns.

To download full report, please click here
Source: BADRI

Hard Property Catastrophe Reinsurance Market to Support

2023 Margins

Reinsurance rates for property catastrophe business
should increase by well over 10% when contracts
are renewed in January 2023, Fitch Ratings says,
supporting underwriting margins against rising claims
due to high inflation and climate change. Typically,

two-thirds of non-facultative reinsurance business is
renewed in January, with a regional focus on Europe.

Increasing prices and higher reinvestment yields will
help to offset the effects of rising claims inflation

2022/11/28 178 sl 8
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and lower asset values. Fitch therefore forecasts
broadly stable underlying profitability for the global
reinsurance sector in 2023, and is maintaining its
neutral fundamental sector outlook.

We expect double-digit percentage premium rate
rises for property catastrophe cover in 2023 driven
by insured losses of about USD120 billion in 2022
and the increasing frequency and severity of natural
catastrophe claims.

Fitch expects reinsurance capacity for property
catastrophes risks to be pressured in 2023, with
selective capital inflows from existing or new risk
carriers more than offset by partial or total withdrawals
by other reinsurance providers. Furthermore, limited
retrocession capacity will put additional upward
pressure on property cat premium rates. Fitch also
expects tighter terms and conditions in 2023, including
a movement to named perils coverage from all perils,
higher insurer retentions and reduced limits provided.
Nevertheless, we believe demand for property
catastrophe reinsurance during the 2023 renewals
season will be broadly met, except for Florida.

Fitch Ratings' Global Reinsurance Forecast

wsom) hewal  Forecat Forecast

Net premiums written 158,853 173,975 189,600
Catastrophe losses 19,475 20,175 18,650
Russia/Ukraine losses o] 2,200 0
Pandemic-related losses (non-life) 525 a 0
Net prior-year favourable reserve development 4,286 3,180 3,570
Calendar-year combined ratio (%) 98.0 98.1 %40
Accident-year combined ratio (%) 100.8 100.0 6.0
Accident-year combined ratio excl. 876 864 856

catastrophes/pandemic/Russia (%)

Source: Fitch Ratings

FitchRatings

We expect significant premium rate increases for
specialty lines of business, such as marine and
aviation, that have been most affected by the war in
Ukraine. Motor hull premium rates will also increase
in response to high spare-parts price inflation, but
increases for liability lines should be more muted as
more reinsurance capacity will be directed to this part
of the market.

To read more details, please click here .
Source: Fitch

Key trends driving marine insurance claims activity — from fire

to inflation

Fire and explosion incidents cause the most expensive
insurance claims in the marine industry, while at a
time of rising exposures and inflation, cargo damage
is the most frequent cause of loss, according to Allianz
Global Corporate & Specialty (AGCS). The marine
and cargo insurer analyzed more than 240,000 marine
insurance industry claims worldwide between January
2017 and December 2021, worth approximately €9.2bn
in value, and has identified a number of claims and risk
trends that are driving major loss activity in the sector.
Inflation is another key concern for marine insurers and
their policyholders as recent increases in the values of
ships and cargos mean losses and repairs are becoming
more expensive when things go wrong. A report from
AGCS highlights a full list of loss prevention measures
to consider here.

With many countries seeing rates at or around 10%,
inflation is compounding existing trends driving higher
claims severity. The rising prices of steel, spare parts
and labor are all factors in the increasing cost of hull
repair and machinery breakdown claims.

In addition, the value of both vessels and cargo has been
increasing at a time of growing exposures associated
with bigger ships, the largest of which can carry
20,000 containers at one time. The combined value of
the global merchant fleet increased 26% to $1.2trn in

Top causes of claims by value in marine insurance

Fire and explosion 18%

Shipping incidents (e.g.sinking, collision, etc.) 17%

Machinery breakdown (including engine falure) 2%

Natural cotastrophes (=g, hurricanes, storms, floods, widfires) 9%

Source: Allianz Global Corporate & Specialty (AGCS). Based on analysis of 244,451 insurance claims between January 1, 2017, and December 31, 2021, worth
approximately €9.2bn in value. "Other" causes of loss account for 32% of the value of all claims. Claims total includes the share of other insurersin addition to
AGCS.

2021 while the average value of container shipments
has also been rising with more high-value goods such
as electronics and pharmaceuticals. It is not unusual to
see one container valued at $50mn or more for high-
value pharmaceuticals.

AGCS also identifies a number of risk trends in the
analysis that are likely to impact loss activity in the
marine sector — both today and in the future:

* Sources of disruption continue to increase: Recent
years have seen a number of maritime incidents,
natural catastrophes, cyber-attacks and the Covid-19
pandemic cause major delays to shipping and ports.

202243 [2EsSuE 178 ) 4
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Further disruption has also been caused by congestion,
labor shortages and constrained container capacity.
Any incident has the potential to simultaneously affect
large volumes of cargo and companies.

* Commercial pressures are already a contributing
factor in many losses that have resulted from poor
decision-making. With the pressure on vessels and
crew currently high, the reality is that some may be
tempted to ignore issues or take shortcuts, which could
result in losses.

* Climate change is increasingly affecting marine
claims: Natural catastrophes is already the fifth biggest
cause of marine insurance claims, by frequency and
severity according to AGCS analysis.

* A more sustainable, greener approach in shipping
sector is needed, but comes with risks: As much

as the introduction of new technology and working
practices is needed to move to a low-carbon world, it
can result in unexpected consequences — insurers have
already seen a number of machinery breakdown and
contaminated fuel claims related to the introduction of
low sulfur fuel oil in recent years as part of the move
to cut sulfur oxide emissions. Machinery breakdown is
already the fourth largest cause of claims by frequency
and value.

* Impact of Russia’s invasion of Ukraine: The
shipping industry has been affected with the loss of
life and vessels in the Black Sea, trapped vessels in
blocked Ukrainian harbors and the growing burden of
sanctions.

To read full article, please click here
Source: Allianz

Sports insurance business expected to reach $600bn by 2025

The global expansion of the professional sport industry combined with the varying type of its insurance needs, has
resulted in the exponential growth of the sports insurance business in the past few years.

DBRS Morningstar expects it to continue growing
and to reach $600 billion in revenues by 2025.
Currently, Lloyd’s has underwritten over £150 million
in premiums just for sport-related accident and health
insurance policies.

“Professional athletes are mostly exposed to third-
party liability and accident risks, which can be
transferred to the insurance market. Sport venues,
professional leagues, event organisers, and clubs are
exposed to additional risks, including physical damage
to infrastructure and equipment, general liability,
directors and officers liability, business interruption,
and event cancellation.”

Disability and accident insurance is a key risk
management tool for professional athletes and teams
that can face considerable earning losses in case of
injuries.

Business interruption insurance is also a key protection
for professional sport events. For example, event

cancelation insurance, which falls into this category,
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protects the insured party against the loss of income
that a business suffers as a result of a covered peril that
triggers a suspension of its activity.

Lloyd’s syndicates have developed detailed models to
calculate the insurable values of national teams, and
have used this to successfully predict the outcome of
the last two FIFA World Cups. Its forecast for Qatar
2022 places England as winner of the tournament.

The rating agency concluded: “DBRS Morningstar
notes that Lloyd’s estimation of a player’s insurable
value used for the World Cup prediction is not
necessarily linked to the current insured value of that
particular player, but it is just an estimate of their
potential income until retirement based on current
salary, earnings growth potential and endorsement
income. According to Lloyd’s, this is a good proxy of
the performance of players and national teams in the
World Cup.”

To read full article, please click here
Source: Reinsurance News
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Risk pools ARC, CCRIF and PCRIC agree to partnership at

COP27

Global risk pools African Risk Capacity Limited (ARC Ltd.), CCRIF SPC (formerly The Caribbean Catastrophe
Risk Insurance Facility) and Pacific Catastrophe Risk Insurance Company (PCRIC) have agreed to a partnership

at the recent COP27 climate conference.

The parties signed a memorandum of understanding
(MOU) on the sidelines of COP27 in Sharm el Sheikh,
Egypt to formalise and establish a framework for
enhanced cooperation and partnership between them.

At the signing, Isaac Anthony, CCRIF CEO said: “This
is an opportunity to take risk pools to the next level so
that these are not just seen as insurance or mechanisms
for transferring risk, but also are viewed as tools to
scale up disaster risk finance in a very significant way
to enable governments to provide higher levels of
financial protection for their populations, including the
most vulnerable.”

Anthony explained further that the MOU paves the way
for the three risk pools to collaborate on sharing best
practices in parametric insurance models, developing
new and innovative DRF instruments and undertaking
joint initiatives focused on advocacy, capacity building
and training.

Game Changing Strategies to
Loss Ratio

For many years now, the reinsurance industry has been
suffering from lower returns on capital resulting in
increasingly significant gaps when compared to their
cost of capital.

Given that the cost of capital has not witnessed an
excessive increase over the last years, it is clear that
lower returns are at the heart of the problem facing
reinsurers worldwide.

Zooming in on reinsurers’ returns reveals consistently
high and unsustainable levels of combined loss
ratios exceeding the 100% mark for most years as
demonstrated.

This paper analyzes the underlying causes for this
firming trend, the actions reinsurers are taking to
address the situation with varying levels of success. It
also explores some of the strategies which have to this
date not been adopted by existing players but could be
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“One of the exciting things CCRIF is looking forward to
is facilitating access to other types of DRF instruments,”
he added. “It will be important for example for the
various risk pools to work collaboratively in engaging
Global Shield, for example, to ensure that the role of
risk pools is recognised in that particular effort.”

“The Global Shield is an essential element in helping
risk pools scale up their efforts to make insurance more
accessible, affordable and available to the people who
need it the most in the face of increasing frequency and
severity of natural disasters,” said Lesley Ndlovu, ARC
Ltd. CEO.

The MOU includes the development and sharing of
best practices in parametric model development and
management, as well as data management relating to
parametric insurance instruments.

Source: Reinsurance News

improve reinsurers’ Combined

Underlying ROE still trails cost of capital
Exhibit 1: ROE of the SUBSET*

% 16% 11.3% 1n4%

"
MAFY 2014 FY 2018FY W16 FY 7R 18 FY M19FY 2020 FY 2001 FY
Underiying ROE —rAGE
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1 4P WACC (welghted average cast of capital) figures
Source: Relnsurance Market Report (April 2022) - Gallagher Re

real game-changers for capacity providers.

To download full paper, please click here
Source: Ixpan
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Marsh acquiert une part majoritaire de Beassur Marsh qui

devient Marsh Morocco

Marsh, le leader mondial du courtage d’assurance et du conseil en gestion des risques, a annoncé avoir acquis une
part majoritaire de Beassur Marsh, qui opére désormais sous le nom de “Marsh Morocco” sous la direction de

Mehdi Tazi.

“Cette annonce fait suite a la prise de participation de
Marsh dans I’entreprise en juin 2019. Les termes de
la transaction n’ont pas ét¢ dévoilés”, indique “Marsh
Morocco” dans un communiqué, faisant savoir que
M. Tazi est épaulé par Anis Safraoui, Responsable de
Marsh pour I’ Afrique du Nord et de I’Ouest — ainsi que
I’ensemble des autres membres de 1’équipe de direction
dans toute la région.

Basée a Casablanca, I’équipe de Beassur Marsh integre
le réseau en pleine expansion d’expertise spécialisée
de Marsh pour I’Afrique. “Outre de bénéficier des
connaissances et de 1’expérience locales de premier
plan, nos clients auront également accés aux ressources
et aux capacités mondiales de Marsh — notamment en
mati¢re d’assurance, de réassurance, benchmarking et
d’analyse de données — et ce, au travers des équipes
de placement internationales de Marsh et ses services
de conseil en gestion des risques”, souligne la méme
source.

Commentant  ’acquisition  annoncée,  Christos
Adamantiadis, PDG de Marsh pour le Moyen-Orient
et ’Afrique, a déclaré: “Suite a notre investissement
réussi il y a trois ans, nous sommes heureux d’acquérir
une participation majoritaire dans Beassur Marsh et
de poursuivre le développement de notre expertise et
le soutien de nos clients sur le marché marocain des
assurances”.

Et de poursuivre: “Cette intégration nous permettra
d’investir davantage dans le secteur et de définir de

In the Spotlight

nouveaux standards pour les services d’assurance, de
conseil et de gestion des risques en Afrique du Nord et
de 1’Ouest”.

De son coté, Mehdi Tazi, PDG de Beassur Marsh,
a ajouté: “Grace au réseau de Marsh, les grandes
entreprises marocaines auront un accés local a des
services et des solutions d’assurance et de gestion
des risques de niveau mondial et qui les aideront a
atteindre leurs objectifs de croissance et a renforcer
leur contribution au succes économique de la région. Je
suis impatient de travailler avec nos clients et collégues
pour saisir ensemble les énormes opportunités qui se
présentent a nous”.

Marsh est le premier courtier d’assurance et conseiller
en risques au monde. Avec plus de 45.000 collégues
opérant dans 130 pays, Marsh offre aux entreprises et
aux particuliers des solutions de gestion des risques
fondées sur ’analyse de données le conseil.

Marsh est une entreprise de Marsh McLennan (NYSE:
MMC), le leader mondial des services professionnels
dans les domaines de la gestion du risque, de la stratégie
et des ressources humaines.

Avec un chiffre d’affaires annuel de pres de 20 milliards
de dollars, Marsh McLennan aide ses clients a naviguer
dans un environnement de plus en plus dynamique et
complexe grace a ses quatre entreprises leaders sur le
marché : Marsh, Guy Carpenter, Mercer and Oliver

Wyman.
Source: Eco Actu

Raft of first-time winners make the 9th Middle East Insurance
Industry Awards an event to be remembered

Eighteen industry stalwarts claimed top honours at the
9th Middle East Insurance Industry Awards (MIIA),
held in person at the Conrad Dubai on 21 November.
This is the first time the awards have been held in
person since the onset of the pandemic.

The award winners edged out over 200 entries from
the MENA region to earn the top spots, proving their
mettle and commitment to the sector in an increasingly
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dynamic competitive environment and digitalised
world.

To reflect the increasing strength of the reinsurance
sector, the Reinsurance Company of the Year award
was split into General Reinsurer of the Year and Life
Reinsurer of the Year.

Saudi Re and International General Insurance (IGI)
were named joint winners of the General Reinsurer of
the Year award — the first-time in the MIIA’s nine-year
history that this category has resulted in a tie.

RGA Middle East claimed the title of Life Reinsurer
of the Year for its passion and commitment to making

financial protection accessible to all throughout the
MENA region.

The InsurTech of the Year — also introduced for the
first time — was clinched by ATOM Technologies,
an end-to-end insurance operating system created by
insurance professionals.

The big winner of the night was Marsh Middle East
and Africa. It claimed Broker of the Year title for the
fourth time and Reinsurance Broker of the Year for
the first time. The company launched its main strategic
imperatives — reinforcing its core capabilities — and its

Companies News

‘modernisation’ agenda encompassing operations, IT
and talent.

Several first-time winners made their mark in this
year’s competition: Zurich International Life for
Life Insurance Company of the Year; Abu Dhabi
National Insurance Company for General Insurance
Company of the Year; Solidarity Bahrain for
Takaful Company of the Year; and Qatar Insurance
Company for Digital Transformation of the Year.

Zuw’bi & Partners’ Ms Raghad Hammad was named
the Woman Leader of the Year for her efforts in
advancing the (re)insurance sector across the MENA
region and dedication to empowering women.

The Young Leader of the Year title went to Dubai
Health Insurance Corporation’s Mr Ali Fareed
Lutfi in recognition of his many achievements and
contributions to the insurance industry.

The highly-coveted Insurance Industry Leader
of the Year award went to Middle East Insurance
Company’s Dr Rajai Sweis, recognised for his sound
leadership, business acumen and progressive vision in
leading the organisation

Source: Middle East Insurance Review
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Wafa Assurance améliore son CA de 12,1% a fin septembre

Morocco: Wafa Assurance a réalisé un chiffre d’affaires
consolidé de plus de 8,45 milliards de dirhams a fin
septembre 2022, en hausse de 12,1% par rapport a la
méme période un an auparavant.

Dans I’activité vie, le chiffre d’affaires consolidé a
fin septembre s’est ¢élevé a 4,41 MMDH, en hausse
de 13,4%, expliquée essentiellement par la croissance
de l’activité au Maroc, reléve la compagnie dans un
communiqué sur ses résultats financiers.

En non-vie, le chiffre d’affaires consolidé cumulé s’est
¢levé a 4,03 MMDH en progression de 10,7% issue
de la performance réalisée sur I’ensemble des branches
dommages au Maroc et a I’international, ajoute la
méme source.

Au titre du troisiéme trimestre 2022, Wafa Assurance a
réalisé un chiffre d’affaires consolidé en normes IFRS
de a 2,56 MMDH, soit une augmentation de 23,8%.

S’agissant des provisions techniques du groupe, elles
se sont établies a 45 MMDH a fin septembre, en
augmentation de 3,2% et les placements se sont élevés
a 50,5 MMDH, en recul de 1,5%.

Quant aux provisions techniques nettes de réassurance,
elles se sont ¢élevées a 37,3 MMDH au 30 septembre
2022, en hausse de 4,6%, alors que les placements
affectés aux opérations d’assurance se sont €tablis a
38,7 MMDH a la méme date, en hausse de 2,8%, note
la méme source.

Source: 212 Assurances
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Disclamer:

the statistics are the sole responsibility of the articles authors
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