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Global Economy

Global Economy on Precarious Footing Amid High

Interest Rates

Global growth has slowed sharply and the risk of
financial stress in emerging market and developing
economies (EMDEs) is intensifying amid elevated
global interest rates, according to the World Bank’s
latest Global Economic Prospects report.

Global growth is projected to decelerate from 3.1% in
2022 to 2.1% in 2023. In EMDEs other than China,
growth is set to slow to 2.9% this year from 4.1% last
year. These forecasts reflect broad-based downgrades.

Most EMDEs have seen only limited harm from the
recent banking stress in advanced economies so far,
but they are now sailing in dangerous waters. With
increasingly restrictive global credit conditions, one
out of every four EMDEs has effectively lost access to
international bond markets. The squeeze is especially
acute for EMDEs with underlying vulnerabilities such
as low creditworthiness. Growth projections for these
economies for 2023 are less than half those from a
year ago, making them highly vulnerable to additional
shocks.

The latest forecasts indicate that the overlapping
shocks of the pandemic, the Russian invasion of
Ukraine, and the sharp slowdown amid tight global
financial conditions have dealt an enduring setback
to development in EMDESs, one that will persist for

Markets’ Reports

francais ' '

the foreseeable future. By the end of 2024, economic
activity in these economies is expected to be about 5%
below levels projected on the eve of the pandemic.
In low-income countries—especially the poorest—
the damage is stark: in more than one-third of these
countries, per capita incomes in 2024 will still be
below 2019 levels. This feeble pace of income growth
will entrench extreme poverty in many low-income
countries.

The report provides a comprehensive assessment of
the fiscal policy challenges confronting low-income
economies. These countries are in dire straits. Rising
interest rates have compounded the deterioration in
their fiscal positions over the past decade. Public debt
now averages about 70% of GDP. Interest payments are
eating up arising share of limited government revenues.
14 low-income countries are already in, or at high risk
of, debt distress. Spending pressures have risen in these
economies. Adverse shocks such as extreme climate
events and conflict are more likely to tip households
into distress in low-income countries than anywhere
else because of limited social safety nets. On average,
these countries spend just 3% of GDP on their most
vulnerable citizens—well below the 26% average for
developing economies.

Source: World Bank

BADRI KSA Listed Insurance Industry Performance Analysis

year end 2022

2021 was a tough year for profitability in the KSA
Insurance sector, but there has been improvement in
2022. However, companies with significant motor
insurance exposure faced challenges. Compared to
the same period last year, the insurance industry in the
Kingdom saw increased profitability in 2022.There has
been a significant 29% growth in overall gross written
premiums, rising from SAR 40.3 billion to SAR 51.9
billion. Additionally, profitability after zakat and tax
has shown a remarkable turnaround, shifting from a
loss of SAR 78 million in 2021 to a profit of SAR 688
million in 2022.

These figures indicate positive signs of recovery and a
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notable return to profitability for the sector as a whole in
2022, in contrast to the substantial loss experienced in
the previous year. However, around half of the insurers
in the market still recorded losses, mainly those with
higher exposure to motor.

Motor underwriters have faced significant challenges
in a highly demanding market environment, leading
to a staggering 214% decrease in underwriting profits
compared to 2021. Although this has affected the entire
market, there is a noticeable contrast in performance
between the largest players and the rest of the market.
The five largest motor writers, on average, recorded a
loss ratio of 88%, while the others had an average loss
ratio of 96%. Throughout 2022, achieving underwriting
profits in the motor sector proved to be difficult for many
insurers based on the overall year’s performance. The
retail third-party liability (TPL) aggregator business has
particularly suffered substantial losses, necessitating a
substantial increase in premiums across the market for
insurers to attain profitability in this segment.

In contrast, there has been a significant 27% growth in
Medical Gross Written Premiums (GWP), accompanied
by a notable 37% increase in underwriting profits
compared to the previous year. However, it is important
to note that the Medical insurance sector continues to
be highly competitive, and the industry-wide loss ratio
remains relatively high, hovering around 85%.

In comparison to 2021, the Industry Combined Ratio
has seen a slight decrease of 1%, reaching 103%.
This reduction can be attributed primarily to a decline
in the industry loss ratio, while expense ratios have
remained relatively stable. Notably, claims incurred
have exceeded initial expectations, leading to higher

expenses. However, positive investment returns have
helped offset some of the underwriting losses.

The overall industry retention ratio of 84% has seen a
slight increase from last year which was 83% in 2021.

Commission expense ratio has increased by
approximately 1%, while G&A expense ratio has
decreased by 1%.

The insurance sector in KSA heavily relies on Motor
and Medical insurance, which serve as the foundational
pillars. Together, these two segments account for a
significant 81% of the total Gross Written Premiums
(GWP) in the KSA insurance industry.

Protection & Savings continues to show good
profitability albeit with smaller overall volumes. The
Protection and Savings Insurance continues to grow
and has doubled in terms of GWP compared with the
same period last year.

The profitable Property and Casualty lines saw an
increase of 32%, however with an average retention
ratio of 18% this continues to be heavily reinsured.

Finally, IFRS 17 has arrived. The transition impact for
the industry as at 1 January 2022 was an overall decrease
in equity of around SAR 250 million. This is primarily
driven by an increase in balance sheet liabilities due to
the recognition of the Loss Component for unprofitable
contracts of around SAR 380 million offset by SAR
130m due to increased deferral of acquisition costs
and discounting of liabilities. The impact of the Loss
Component is significantly higher than observed in
other markets primarily due to the challenging market
conditions for motor over the last year or so.

To download full report, please click here
Source: BADRI

Oman Insurance Industry
Report 2022

SHMA Consulting published its’ Insurance Industry
Report 2022 for the Oman Insurance Market.

The report concluded to the following key highlight:

- The merger between Oman Qatar Insurance, a
subsidiary of Qatar Insurance Company (QIC) and
Omani company Vision Insurance was finalized on
16 February, 2023. The transaction was approved by
the Omani government. As a result of this transaction,
Vision Insurance’s shares have been delisted from the
Muscat Stock Exchange.

- The mandatory health insurance scheme (Dhamani)
will be implemented starting in 2023. The program,
which will be gradually rolled out, covers private
sector employees, their dependents, tourists and foreign

vy

SHMACONSULTING

Oman

Insurance Industry
Report - 2022

At a glance
Total Gross Written Premium
Igl OMR 523 Mn
A +29.41%
Total Assets
OMR 1,234 Mn
A +30.39%
Total Profit/Loss
OMR 18 Mn
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visitors.

- The Unified Agreement for Health Insurance Scheme
came into effect in January 2023. Set up by the Omani
Capital Market Authority (CMA), this document aims
to regulate the relationship between the different market
stakeholders : insurers, private health institutions and
health insurance claims management companies.

- The Sultanate of Oman is preparing to host the 34th
conference of the General Arab Insurance Federation
(GAIF). The biennial event will be organized in 2024
by Oman’s Capital Market Authority (CMA) and the
Omani Insurance Association.

- Oman Reinsurance Company has set up its new
website at https://www.omanre.com/. The page reflects

the company’s journey since the beginning of its
operations in 2009 and reflects its transformation into a
regional reinsurer.

- The Capital Market Authority (CMA) in Oman has
required local insurers to introduce natural disaster
coverage in home, office and business insurance
policies. Contracts issued or renewed shall henceforth
include this coverage.

- The Omani government has established a Supreme
Sharia Supervisory Board (SSSB) in the Capital
Market Authority (CMA). The board aims to improve
the legislative and regulatory processes for companies
engaged in Takaful insurance activities in the Sultanate.

To download full report, please click here
Source: SHMA

BADRI Qatar Insurance Industry Performance of Listed

Companies Q1 2023

The listed Insurance Companies in Qatar saw a
decrease in Revenue of 16% in first quarter of 2023,
with volumes decreasing from QR 2.8 billion in QI-
2022 to QR 2.3 billion. However, if we exclude the
impact of QIC the growth increases to 7%. QIC and
QLM experienced a decrease in revenue while all the
other listed companies displayed an increase from the
previous year.

While the revenue showed a decline, at the other end
of the spectrum, the bottom line observed an increase
in profits after increasing from QR 247 million in Q1-
2022 to QR 385 million in Q1-2023, an increase of
56%. QIC displayed a significant increase in profits
as compared to the previous year. If we remove its
impact from the profitability analysis, the result shows

World Insurance
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a decrease of 1% in overall profits of the industry.
To download full report, please click here

Source: BADRI

Reinsurance support plays a large role in the cyber insurance

market: Moody’s

According to analysts at Moody’s, reinsurance support plays a large role in the cyber insurance market, as primary
insurers continue to reinsure cyber risk through quota share arrangements to obtain expertise and capital protection.

Citing Gallagher Re’s 1st View Emerging Equilibrium
published in January this year, Moody’s notes that
reinsurance pricing for cyber coverage continued to
increase with higher attachment points and some treaty
limit reductions.

“Reinsurers continue to maintain aggregate caps on
quota share reinsurance agreements to manage their
accumulation risk,” suggest the analysts.

They continue, “As a result of changes implemented by

2028/06/12
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primary insurers, reinsurers have slowly increased their
risk tolerance for cyber risk, and some new capacity
has come to the market.

“However, reinsurers are still cautious given the
potential for systemic risk and that a widespread
cyberattack that escalates globally could result in
billions of dollars in potential claims payouts.”

Meanwhile, Moody’s states that the alternative capital
market has significantly grown its share of the property
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catastrophe reinsurance market, but is still in the very
early innings of transferring cyber risk.

A few deals have been done, such as the two separate
transactions announced by Lloyd’s of London insurer
Beazley earlier this year.

In January, the firm issued the first catastrophe bond
covering its cyber insurance policies. This $45 million
cyber cat bond can be traded under Rule 144A resale,
and provides Beazley with indemnity coverage against
all perils in excess of a $300 million catastrophe event.

The bond was backed by third-party institutional
investors, including Fermat Capital Management,
LLC, who are taking on potential cyber insurance
claims above a certain level of losses, for a rate of
return generally uncorrelated with capital markets.

Beazley also sponsored another $20 million cyber cat
bond in May, which is a segregated second cell to its

first cat bond, both of which expire at the end of the
year.

Beazley’s cyber insurance policies contain standardized
policy language, including a defined war exclusion that
enabled investors to take on catastrophic and systemic

risk.

AlsoinJanuary, Hannover Redevelopedaretrocessional
cover to enable the capital markets to take on cyber
risks in Hannover Re’s worldwide portfolio through a
quota share arrangement.

Stone Ridge Asset Management, an alternative asset
manager, supplied $100 million of investor capital to
support the transaction.

Moody’s notes that Hannover Re has a long history of
leveraging insurance-linked securities to transfer risks
for its clients and cover its risks through the capital
markets.

If the capital markets prove willing to support cyber
insurance through investments in insurance-linked
securities, it could create additional capacity in the
market to support growth while enabling (re)insurers
to manage tail risk, explains the rating agency.

However, uncertainty around modelling cyber risk and
limited policy wording standardisation among carriers
could impede the development of cyber insurance-

linked securities.
Source: Reinsurance News

Over $150bn in fees and commissions earned from insurance

broking activity in 2022

Worldwide, total fees and commissions earned from insurance broking activity in 2022 were worth over $151.4bn,
up from around $137bn in 2021, according to Insuramore, a provider of marketing services focusing on the

insurance sector.

This increase is equivalent to a growth rate of almost
10.5% without adjusting for inflation, but closer to 2%
as an inflation-adjusted measure.

According to Insuramore, in 2022, this market is
estimated to have broken down between around
£68.8bn due to commercial P&C (non-life) retail
broking, $14.6bn to private P&C (non-life) retail
broking, $50bn to employee benefits plus life and
health insurance retail broking, $6.4bn to reinsurance
broking and $11.6bn to wholesale broking.

Each of the segments registered a double-digit growth
rate during the year apart from employee benefits plus
life and health insurance retail broking.

Without adjusting for inflation, the top 20 broking
groups together achieved an even higher aggregate
growth rate of 11.7% albeit this was driven in part by
M&A activity, analysts noted.

In terms of the value of its total broking revenues
worldwide, Marsh McLennan ranked first among
broking groups in 2022 and followed by Aon, WTW,
Gallagher and Acrisure.

Heading the commercial P&C insurance retail
broking segment is Marsh McLennan; the private
P&C insurance retail broking segment is led by HUB;
employee benefits activity plus retail broking of life
and health cover by WTW; reinsurance broking by
Aon; and wholesale insurance broking by Amwins.

“Overall, the top 20 groups are believed to have
controlled 51.5% of total global broking fees and
commissions in 2022 and the top 300 groups for 83.2%.
Relative to the equivalent figures computed for 2021
(namely, a respective 50.7% and 79.4%), this shows
that there has been some consolidation in the market
structure; this is due both to M&A activity and to the
strengthening of the US dollar against most global
currencies during 2022, causing US-based groups
to achieve a higher weighting within the worldwide
ranking,” said analysts.

According to the report, among the 300 groups the US
is the headquarters for 141 of them, France for 29, the
UK for 27, Canada for 17 and India for 13. The rest of
the world account for the remaining 73.

Analysts concluded: “Looking ahead, it will be apposite
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to see whether a continuing stream of M&A activity
causes the worldwide market to consolidate further in
2023 or if the dynamic growth of some smaller and

Arab Insurance .
Algeria

medium-sized competitors causes the share of the top
20 groups to hold at just over a half of global broking

revenues. Source: Reinsurance News

Hassen Khelifati. PDG d’Alliance Assurances: «Nous devons
prioriser et libérer ’initiative pour aller conquérir le marché

international»

Hassen Khelifati, président de la commission
communication du comité d’organisation de la 49e
conférence de I’Organisation africaine des Assurances
et PDG d’Alliance Assurances, revient dans cet
entretien sur le déroulement de cet événement. Pour lui,
apres les débats, les réflexions et les échanges, le temps
de I’action est venu. Car le défi actuel est de donner
des réponses appropriées aux problématiques les plus
urgentes. Il s’inscrit dans une démarche opérationnelle
dont la vision porte sur le moyen et le long terme. Il
plaide pour une complémentarité entre les secteurs
public et privé dans les assurances, en évitant toute
discrimination. Une concurrence loyale et saine va
faire émerger les compétences et faire rejaillir tout le
potentiel de ce marché inexploité a ce jour.

Arab Insurance .
Bahrain

Pour lire la retranscription compléte de 1’interview,

veuillez cliquer ici
Source: El Watan
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Insurance sector could invest nearly US$3bn in private equity

The insurance sector, which attracts vast savings, could
invest up to MAD30bn ($2.95bn) in private equity,
according to the Moroccan Federation of Insurance and
Reinsurance Companies (FMSAR). Currently, private
equity accounts for only 8% or MAD18bn of the total
assets under management in the insurance sector that
exceed MAD220bn.

Mr Bachir Baddou, FMSAR director-general, said,
“Investing in equity is important. Not in private equity
per se, but rather in listed stocks, which represent
more than 45% of the total assets under management
of insurance companies. This demonstrates an appetite
for investing in equity.”

Mr Baddou was speaking at the 10th Capital Investment
Conference organised last week by the Moroccan
Association of Capital Investors, reported the news
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website Medias24.

He said, “For private equity, we can count on 15% of
our technical provisions or nearly MAD30bn. We are
very far from it. However, private equity is going to
be more and more favoured by insurers — we have
understood this for two or three years. This stems
from the fact that there has been a significant drop in
yield on the Casablanca stock exchange that has not
been in top form. Insurers are therefore looking for
additional returns with fixed income instruments and
listed shares.”

He added, “For an insurance company, what is
fundamental is liquidity, even if we are long-term
investors. We make trade-offs and sometimes we can’t
wait for the long term.”

Source: Middle East Insurance Review
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Sanlam/Allianz : Un rapprochement a minima

Morocco: Le rapprochement entre Allianz et Sanlam,
qui sont en négociations pour I’ensemble du continent,
a I’exception de quelques régions comme I’ Afrique du
sud, devrait se traduire au Maroc par une cohabitation
allégée.

Le Conseil de la concurrence a donné son aval a
I’opération, croit savoir Média24. Mais cela ne devait
pas se traduire par une fusion. Les deux compagnies
vont devoir continuer a opérer de maniere séparée pour
ne pas avoir de potentielles positions dominantes dans
certaines villes.

Sanlam Maroc et Allianz Maroc vont devoir cohabiter
et devront méme se séparer de certains points de vente
dans certaines localités du Royaume.

Le Conseil de la Concurrence exige ¢galement
la désignation d’un mandataire indépendant pour
surveiller le respect des engagements des deux groupes
dans ce rapprochement plutot soft. Autant dire qu’a
court terme, personnel et clients ne vont pas percevoir
de grands changements.

Source: 212 Assurances
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Disclamer:

the statistics are the sole responsibility of the articles authors
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