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Dear Readers

4(’ ”2 (V&Wb Due to the New Year holidays. GAIF E-Newsletter
3 3 3 will not be publised next week.
Will come back to you on January 08", 2024
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Sustainability and inclusivity in the Arab insurance industry: How Arab insurers leverage the
artificial intelligence revolution

www.GAIF34.com | Gaif@InfoPlusEvents.com | #GAIF2024 | #IPEvents

In a World of Uncertainties, We've Got You Covered
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INSURANCE ADAPTATION
TO CLIMATE CHANGE
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¢ save the date
14 MAY 2024
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World Insurance

TAIS Global Insurance Market Report 2023 reveals trends &

risks impacting the industry

The International Association of Insurance Supervisors (IAIS) has released its 2023 Global Insurance Market
Report (GIMAR), highlighting key risks and trends shaping the global insurance sector.

The report draws on data collected from approximately
60 of the largest international insurance groups,
covering over 90% of global written premiums.

According to the report, the aggregate systemic risk
scores for the global insurance sector slightly declined
compared to the previous year, remaining significantly
below those of banks.

Despite the sound capital adequacy of the insurance
sector, there was a slight decline at year-end 2022,
primarily attributed to lower asset valuations in
financial markets, the report noted.

The report focuses on two main themes: interest
rate, liquidity, and credit risks in a challenging
macroeconomic environment, and structural shifts in
the life insurance sector.

It emphasises the increased allocation of capital to
alternative assets and a growing reliance on cross-
border asset-intensive reinsurance.

Climate-related risks continue to be a significant
concern, with insurers having substantial exposure to
climate-related assets.

This exposure, particularly to transition risk, poses
challenges to insurers’ profitability and capital
management. The report notes that the expected
increase in claims related to natural catastrophe events
may disrupt reinsurance markets.

Rising interest rates, a positive factor for insurers’
aggregate solvency positions, also bring potential
unforeseen cash outflows, such as margin calls on
derivatives or policy surrenders.

The evolving digital landscape introduces new
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dynamics, influencing policyholder behaviour through
factors like social media.

The IAIS underscores the need for supervisors to
intensify monitoring efforts, employing frequent
offsite and onsite supervision, sensitivity analysis, and
liquidity risk stress testing.

Growing credit risk, commercial real estate exposures,
and the interconnectedness of the insurance sector with
banks are also top concerns for supervisors.

The report sheds light on the sustained growth trajectory
in the global reinsurance market. However, significant
increases in insured losses caused by natural catastrophe
events have pressured reinsurers’ profitability, notably
in the Americas and Europe in 2022.

Looking ahead, potential risk factors for the insurance
sector include sustained high levels of inflation, lapses,
significant unrealised loss positions, and the possibility
of reduced demand for insurance due to strains on
household purchasing power. Geopolitical tensions
also continue to negatively influence the industry’s
outlook, the report noted.

Source: Reinsurance News

Reinsurers not budging on retentions & terms at Jan 2024

renewals: JMP

At the January 2024 renewals, reinsurance markets are not budging on the higher retentions and tighter terms and
conditions they have fought had to install over recent years, according to JMP Securities analysts.

Having met with London based brokers, insurance
and reinsurance companies lately, the analysts from
JMP Securities said, “It quickly became clear to us
that this year’s renewal is much more orderly than the
significantly dislocated renewal a year ago.”

Increased demand for property reinsurance coverage
appears to be being met, but at the same time the
market is “not budging from the increased retentions
and tightened terms and conditions implemented at last
year’s renewal.”
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The analyst team came away with the impression that
property catastrophe reinsurance renewals for January
Ist 2024 are “flat-to-up slightly (risk adjusted), with
the U.S. broadly flat and Europe modestly up” in terms
of pricing.

“Ultimately, this feels like a market where the reinsurers
remain firmly in control and likely continues to have
legs beyond the January 1, 2024, renewal, particularly
if casualty market fears come more fully to fruition in
the coming quarters,” they explained.

The property reinsurance market remains firm and
reinsurers remain motivated to keep it that way, with
the meaningful changes achieved a year ago having
shown significant value through 2023.

The JMP Securities analysts highlight the importance
of the higher attachment levels and tightening of terms
and conditions.

“Fast forward one year and those changes have proved to
be incredibly valuable for reinsurers, with the industry
posting strong returns despite more than $100 bln in

catastrophe losses taking place, as the overwhelming
majority of those losses remained at the primary level
following increased attachments,” the analysts said.

Adding, “This proof point has only further solidified
reinsurers’ determination to keep these changes intact,
and as such we heard of little-to-no concession on this
front as this year’s renewals work their way to the
finish line.”

The analysts also stressed that Europe is seeing property
catastrophe reinsurance rates move higher, with greater
increases than most other regions, partly as rates catch-
up but also due to recent catastrophe activity.

Finally, the analysts said that reinsurance firms are
looking to deploy more capital, but it seems to be
largely focused in the mid to upper layers of towers,
where cedents are seeking more cover this year.

However, capital does not seem to be being deployed
at any cost and, in the majority of cases, more capital
is only being assigned where the terms and conditions

remain adequate, we understand.
Source: Artemis

AM Best Explores Risk Management and Loss Mitigation
Opportunities Offered by Parametric Solutions

The increased frequency of weather events, like severe storms and flooding, pose a real threat to communities
which may struggle to find sufficient protection through traditional insurance markets. As insurers and their
customers consider solutions to this problem and other emerging risks, AM Best expects parametric products to

represent a growing share of the insurance world.

A new Best’s Special Report, “Parametric Solutions
Offer Risk Management and ILoss Mitigation
Opportunities, explores ways that parametric insurance
products can supply insureds with more objectivity,
simplicity, transparency, and certainty of claims
settlement, and can supplement traditional indemnity
insurance products.

On the other hand, parametric products are not without
drawbacks and challenges. The report also examines
the basis risk — the risk of the pay-out not equating to

Markets’ Reports

the actual losses or assumed costs — which is present
for insureds in parametric products.

For insurers, the costs of underwriting, administration,
and claims processing of parametric products tend
to be lower than traditional indemnity products.
Furthermore, parametric solutions may also support
insurers, particularly property catastrophe writers, in
demonstrating their commitment to the United Nation’s
Sustainable Development Goals through the support of
strong biodiversity in risk-prone areas.
Source: AM Best

Q32023 Omani Listed Insurance Industry Performance Analysis

IFRS 17 brought about changes by transitioning of
conventional companies from disclosing GWP to
exclusively showcasing Insurance Revenue. 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. Notably, for conventional companies
there was a 40% increase in Insurance Revenue,
reaching RO 384 million in Q3 2023, compared to RO
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274 million in the same period last year. For takaful
companies, gross contribution is still being used as their
top-line measure. The gross contribution increased 4%
from RO 52 million in Q3 2022 to RO 54 million in
Q3 2023.

Insurance Service Results for conventional companies
saw a 31% decrease, falling to RO 7.5 million from RO
10.9 million in the previous year. Similar to IFRS 4’s
Underwriting Profits (net of expenses), these outcomes
have experienced a decline.

The recorded profit (before tax) for the analyzed group
of 8 listed companies experienced a decline from
RO 14 million in Q3 2022 to RO 10 million in Q3
2023, marking a 29% decrease. It is important to note
that for Takaful companies, net profits before tax on
policyholder and shareholder accounts are consolidated
for comparative purposes. In a comparison with IFRS
4, the 6 conventional companies recorded a profit of
RO 13.5 million according to their Q3 2022 financials.
This amount has been restated to RO 13.9 million
for the same period i.e., Q3 2022, under the IFRS17
framework.

Though conventional companies have effectively
revealed their financials following IFRS 17, the shift
hasn’t been devoid of difficulties. Takaful companies
are yet to follow suit. While advancements are

Top Line Q3 2023
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occurring, most firms have encountered hurdles along
the way. We foresee enhanced financial report quality
as companies streamline their data and operations.
Particularly, reconciling Account Receivables/Payables
and dealing with linked Credit Risk consequences has
affected certain companies, leading us to expect more
firms to set aside provisions for write-offs due to this
factor.

To download the report, please click here. Source: BADA
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Assurances : hausse de 1,4% des primes émises a fin septembre
2023 (ACAPS)

Les primes émises par les compagnies d’assurances et de réassurance ont atteint pres de 42,9 Mds de DH a fin
septembre 2023, en hausse de 1,4%, comparativement a la méme période de I’année précédente, indique 1’ Autorité

de contrdle des assurances et de la prévoyance sociale (ACAPS).

Ainsi, la branche “Non vie” a progressé de 6,8%, alors
que la branche “Vie” a diminué¢ de 4,6%, selon les
statistiques publiées récemment par I’ Autorité.

Dans la branche “Vie”, les segments “Epargne-supports
dirhams” et “Epargne-support unités de compte” ont
marqué respectivement une baisse de 3,9% et 30,9%,
alors que le segment “déces” a connu une hausse de
1,8%.

Arab Insurance .
Libya

L’ Autorité fait également état d’une hausse des primes
des risques techniques de 66,2% a 333,2 millions de
dirhams (MDH).

Par ailleurs, les primes des accidents corporels se sont
établies a preés de 4,07 Mds de DH a fin septembre, en
hausse de 6%, alors que celles émises dans le cadre de
I’assurance “Incendie”, se sont chiffrées a 1,98 Md de
DH (10,3%).

Source: Eco actu
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AMI Assurances: 265% increase in half-year net result

Tunisia: AMI Assurances recorded a substantial 265%
increase in its net result as at 30 June 2023. The latter
grew from 987 000 TND (320 635 USD) in the first
half 0f 2022 to 3.6 million TND (1.2 million USD) one

year later.
During the period under review, the half-year turnover

fell to 87.4 million TND (28.2 million USD), down

21.6% over one year. Source: Atlas Magazine

AM Best Affirms Credit Ratings of Qatar Insurance Company Q.S.P.C.

and Its Subsidiary

Qatar: AM Best has affirmed the Financial Strength
Rating of A- (Excellent) and the Long-Term Issuer
Credit Ratings of “a-” (Excellent) of Qatar Insurance
Company Q.S.P.C. (QIC) (Qatar), and its subsidiary,
Antares Reinsurance Company Limited (Antares
Re) (Bermuda). The outlook of these Credit Ratings
(ratings) is stable.

The ratings reflect QIC’s consolidated balance sheet
strength, which AM Best assesses as very strong, as
well as the group’s adequate operating performance,
neutral business profile and appropriate enterprise risk
management (ERM). The ratings of Antares Re factor
in its strategic importance to QIC.

The group’s balance sheet strength is underpinned
by its risk-adjusted capitalisation at the strongest
level, as measured by Best’s Capital Adequacy Ratio
(BCAR), and is supported by good financial flexibility,
a conservative investment portfolio by asset class and
low reinsurance dependence. An offsetting factor is the
concentration of QIC’s assets toward Qatar and the Gulf
Cooperation Council countries, despite the majority of
the group’s business being sourced from the United
Kingdom, Europe and Bermuda. Furthermore, QIC
is developing, but currently lacks, a consistent group-

wide approach to reserving. Reserves are held at the
best estimate, with limited buffers to absorb volatility.

QIC’s underwriting results have been unprofitable
and volatile in recent years, with a five-year (2018-
2022) weighted average combined ratio (including
discontinued operations) of 107% and a standard
deviation of 6%. Over this period, the group has been
negatively impacted by natural catastrophe losses and
other events such as changes in the Ogden discount
rate and COVID-19-related business interruption
losses. Despite negative underwriting results, robust
investment returns have helped the group achieve
overall profitability, evidenced by a five-year weighted
average return-on-equity ratio of 4%.

The group is geographically well-diversified, with
insurance operations in the Middle East and multi-
channel international platforms under the Antares
Global brand, including a Bermuda-domiciled
reinsurer (Antares Re), a Lloyd’s platform (Syndicate
1274) and carriers in Europe. The business mix has
been volatile in recent years, with a growing focus on
motor insurance, which reached 56% of consolidated
gross written premium (GWP) in 2021. However,
QIC’s announcement stating its intention to divest

2028/12/25 [ssue 232 sd=d
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from its Gibraltar-based carriers — which largely write
U.K. motor — has halted this growth and resulted in a
decline of motor premium to 50% of 2022 consolidated
GWP, a trend that AM Best expects to continue over
the medium term.

Although QIC’s ERM capabilities have improved
in recent years, AM Best believes there is further

development required in order for QIC to manage risk
holistically at group level. Recent regulatory solvency
breaches in global subsidiaries, which have since been
resolved, highlight this requirement. The appropriate
ERM assessment therefore takes into account AM
Best’s expectation that further steps will be taken to
strengthen governance and controls, enabling more

proactive ERM across the group. Source: AM Best
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