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Reinsurers to preserve discipline longer than in previous cycles:
AM Best

Rating agency AM Best believes that in the current  “available” and “deployed” reinsurance capacity, noting

hard market cycle, reinsurance companies are likely to  that traditional reinsuers are being more protective of

preserve their underwriting discipline for longer than  their capital this time around and seem keen to hold

in previous cycles, suggesting rates could hold better ~ onto the gains in returns which are just beginning to
this time than has been seen in the past.  earn through for them.
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that “the price discovery path has taken longer than
expected, as the last six years have seen a slow,
protracted process of reinsurers realigning their risk
profiles, reallocating capital, re-underwriting and
repricing,” AM Best explained.

Adding that, “In the past few years, there has been
a shift toward non-catastrophe risks, especially for
carriers heavily affected by losses in previous years.

“With much-harder market conditions since the start of
2023, interest in property catastrophe risks has renewed
cautiously.”

As well as more caution over their capacity deployment,
global reinsurers are all battling with a wide-range of
pressures today.

All of which suggests that the rating agency feels the
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hard market could be more protracted than we’ve seen
at other periods in history.

To read full article, please click here
Source: Artemis
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Reinsurers show mixed approaches to CAT risk - S&P

Global reinsurers are ready to take on more natural catastrophe risk, although contrasting approaches toward
catastrophe risk remain, S&P Global Ratings says in a report.

The report, titled “Catastrophe Risk Appetite Varies
Among Global Reinsurers”, says that the global
property catastrophe reinsurance business continues
to observe pricing correction following six years of
elevated losses.

Global reinsurers pull back from Nat CAT cover —
Fitch

Fitch Ratings says that global reinsurers are cutting
back on the cover they provide against medium-sized
natural catastrophe risks due to investor pressure after
several years of large catastrophe losses and improved
profitability in other parts of the market.

Some companies were already retreating from the
property-casualty market in 2022 but even the strongest
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reinsurers have now pulled back, largely through
tightening their terms and conditions to limit their
aggregate covers and low layers of natural catastrophe
protection. This leaves primary insurers much less
protected against secondary peril events. However,
reinsurers still offer ample cover against the most
severe events. The reinsurance market appears to have
returned to its pre-soft market state of providing capital
protection for cedents, rather than earnings protection.

Natural catastrophe business has become largely loss-
making in recent years as prices have failed to keep
pace with increasingly frequent, severe and volatile
weather-related losses due to climate change. This
has reduced reinsurers’ appetite to provide natural


https://fintechrobos.com/etn/arab-savings-financial-literacy-conference-2023/
https://www.artemis.bm/news/reinsurers-to-preserve-discipline-longer-than-in-previous-cycles-am-best/#:~:text=Rating%20agency%20AM%20Best%20believes,been%20seen%20in%20the%20past
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catastrophe cover, particularly as other business lines
are now benefitting from price rises that are higher than
claims inflation. Tighter terms and conditions for natural
catastrophe cover are a structural improvement that
should benefit reinsurers’ risk profiles in the medium
term as they are unlikely to be quickly reversed even
when market conditions change.

Fitch expects reinsurers to maintain strong
underwriting discipline despite higher interest rates
and for reinsurance market hardening to persist into
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2024. However, price increases are likely to be more
moderate than in 2023 as rate adequacy has generally
been reached through several rounds of hardening
since 2018.

Separately, AM Best has said that with much harder
market conditions since the start of 2023, interest in
property catastrophe risks has renewed cautiously
among reinsurers.

To read full article, please click here

Source: Asia Insurance Review
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Opportunity for reinsurers to exceed their cost of capital: Howden

Tiger

After experiencing a significant capital impairment in 2022, re/insurance capital is “slowly returning to its previous
levels,” and as reinsurers continue to benefit from hard market conditions, the sector should exceed its cost of
capital for the first time in this cycle, according to Howden Tiger.

Global reinsurance broker Howden Tiger has released
its interim re/insurance market update report, which
highlights a strong underperformance in the first half
of the year on the back of premium growth, stable
reserves, and steady capital levels as a result of
investment recoveries.

Despite these positive factors, Michelle To, Executive
Director and Head of Business Intelligence at Howden
Tiger, in an accompanying video presented alongside
David Flandro, Head of Industry Analysis and Strategic
Advisory, noted ‘“significant countervailing factors”,
including headwinds in the U.S. personal lines market,
higher retentions for primary carriers, elevated
reinsurance costs, and north of $50 billion of insured
catastrophe losses.

In previous years, consistently high catastrophe losses
and weak investment results during a soft market made
it a real challenge for reinsurers to meet their cost of
capital.
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Reinsurers set to earn their cost of capital for the first time this cycle
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But as the chart below highlights, economic value
added, which is the return on invested capital minus
the weighted average cost of capital (WACC), has been
on the rise since the second half of 2022 and is forecast
to approach 4% at the end of this year, according to
Howden Tiger.

Source: Reinsurance News
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AM Best’s ranks top 50 reinsurers: Munich Re, Swiss Re make

up a quarter of GPW

Munich Re was ranked top, across non-life and life business, followed by Swiss Re, Hannover Re, Canada Life

Re and Berkshire Hathaway.

AM Best has released its top 50 ranking of the world’s
biggest reinsurance companies.

According to the report, total reinsurance gross
premiums written by the top 50 reinsurers increased by
2.6% to reach $363.6bn in 2022.

Munich Re sits atop the rankings once again, according
to the rating agency’s market segment report.

The German reinsurer and its rival Swiss Re together
made up a quarter of the gross premium written by the
top 50 reinsurance firms taken together as a whole.

Behind Munich Re, sat Swiss Re, followed by Hannover
Re, Canada Life Re, Berkshire Hathaway and SCOR
made up the top six.

The ranking takes in both life and non-life reinsurance
underwriting but excludes any primary insurance
underwritten.

AM Best’s rankings before 2021 had included primary
premiums that were less than 25% of a reinsurers’ total
premium volume.

While the top four firms were unchanged from the
previous year, Berkshire had risen from sixth last year
to push SCOR down a place into sixth this time around.

More-significant movement in the rankings occurred
below the top 10, driven primarily by shifts in
reinsurance portfolios’ mix, AM Best said.

“Looking forward, AM Best expects Renaissance Re
to move up once its acquisition of Validus from AIG
is completed,” said Christopher Pennings, financial
analyst, AM Best.

“In combination, the two entities had gross life and
non-life premiums written of $12.3bn at year-end 2022,
which would have ranked No. 10,” he said.

Part of its buildup to the annual Rendezvous-de-
Septembre event in Monte Carlo, the rating agency
said it would also release reports on insurance-linked
securities, Lloyd’s, life/annuity, health and regional
reinsurance markets.

“For many reinsurers, premium growth was driven
primarily by strong rate increases, not exposure
growth,” Pennings said.

“At the same time, global reinsurers have become
somewhat concerned about exchange rate fluctuations,
as foreign exchange losses have had a dampening effect

on premium volume,” he added.
Source: Global Reinsurance

Regional Insurance

GCC: Netimpact on Equity rises to-2.1% as more listed insurers
embrace IFRS 17in Q2 2023

Halfway through the year, the GCC region has seen both, an increase in the uptake of IFRS 17 reaching 83%
(Q1 2023: 78%) and strict adherence to reporting timelines with no extensions granted for the Q2 2023 financial
statements. The total impact of transition on Equity however, has increased to ~USD 359mn (or -2.1%) from
~USD 70mn (or -0.5%) in Q1 2023 according to the Q2 2023: GCC Performance Periodical by Insurance Monitor

in association with Lux Actuaries and Consultants.

The report adds that this increase is largely on inclusion
of QATT (Qatar) in Q2 2023 that accounts for 80% of
the total impact for 65 insurers, which is net of a total
positive and negative impact of ~USD 134mn and
~USD 492mn respectively. For the comparable period
Q2 2022, the report finds that the restatement as per
IFRS 17 has resulted in an overall decrease of 21% in
net profit compared to the previously reported results
as per IFRS 4.

For inclusion of the remaining 13 insurers that have not
transitioned to IFRS 17 but represent a material part

of the total data set of 78 insurers, the report assumes
certain adjustments as far as practical to consolidate
and meaningfully interpret the results for Q2 2023. The
observations:

* KSA’s phenomenal performance in Q2 2023 may be
beginning to outlie the rest of the GCC with revenue
growth significantly higher at 27.9% than the rest of
the region. Enablers include the strong pick up in non-
oil private investment, structural reforms, demographic
factors and a substantial increase in motor rates reported
in 2023. A significant structural reform well-timed
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with the robust growth in insurance revenue is the
Cabinet’s recent decision to establish a new unified and
independent insurance regulator by the end of this year.
The issuance of a new insurance permit to Dhamanat
in July 2023 is also seen as a move to foster growth
that follows the first foreign branch license granted to
Cigna earlier this year.

* KSA’s underwriting performance as well stands out
with a drop of 4.3% points in the Combined Ratio to
~96% in Q2 2023, well-spread across the market with
only seven insurers reporting underwriting losses in Q2
2023 compared to 18 insurers in Q2 2022.

Markets’ Reports

* Investment income has generally benefitted insurers
across the region with an increase of 127.5% as most
major stock indices logged strong gains in Q2 2023.

* On exclusion of KSA, the growth in revenue and net
profit for the rest of the region averages down to 9.4%
and 15.5% respectively with an increase of ~2.4%
points in the Combined Ratio that reached 99.4%. In
all, at least 12 insurers have incurred net losses in Q2
2023.

To download full report, please click here

Source: Insurance monitor

BADRI UAE Listed Insurance Companies Performance

Analysis H1 2023

IFRS 17 eliminated some of the aspects by shifting
from revealing GWP to solely presenting Insurance
Revenue. Notably, Insurance Revenue surged 15%
to AED 14 billion in H1 2023, compared to AED
12 billion in the corresponding period last year.
Insurance Revenue resembles Gross Earned Premium
but incorporates Expected Credit Losses (ECL). The
industry is experiencing a rise in Credit Risk, and
we anticipate mounting industry pressures due to
heightened ECL impact.

Insurance Service Results declined by 27% to AED 570
million, down from AED 784 million in the prior year.
These results, akin to IFRS 4’s Underwriting Profits
(post expenses), have witnessed this decrease.

Profit (before tax) rose from AED 935 million in H1
2022 to AED 993 million in H1 2023, marking a 6%
growth. Among the top 5 in terms of profits, earnings
surged by 20% to AED 862 million (H1 2022 — AED
721 million), whereas the remaining companies
experienced a decline of 38% to AED 132 million (H1
2022 — AED 214 million).

Recently, CBUAE withdrew the circular which had
allowed companies to give uptil 50% discount on
Motor rates. Given the withdrawal of this circular and
improvements in pricing that we have witnessed since
the beginning of the year, the outlook for the second
half remains positive.

Solvency standings among companies are progressively
facing greater strain. Out of the 24 that disclosed their
solvency, 5 firms do not meet the solvency criteria.
According to our prior reports, the remaining companies
not included in these 24 are also either insolvent or
operating in run-off mode.
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Insurance Revenue H1 2023
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Despite the majority of companies successfully
unveiling their financials under IFRS 17, the transition
hasn’t been devoid of challenges, and things are
moving towards improvement as compared to the
previous quarter. Although most firms have managed
to complete the transition process to some extent, the
journey has been marked by obstacles. We anticipate
that the quality of published financials will enhance
as companies refine both their data and operational
processes. An integral aspect, the reconciliation
of Account Receivables / Payables along with the
associated Credit Risk implications, has already
affected certain companies, and we foresee that more
firms will make provisions for write-offs due to this
factor.

To download full report, please click here

Source: BADRI
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Assurances: Le Conseil de 1a Concurrence reléve les

dysfonctionnements du secteur

Le Conseil de la concurrence publie son avis sur le secteur des assurances avec un ensemble de dysfonctionnements

relevés et des recommandations a mettre en place.

Qualifiantle secteur de libre mais hautementréglementé,
le Conseil souléve plusieurs dysfonctionnements dans
le secteur :

1. des barrieres a I’entrée relativement élevées
et verrouillant doublement I’accés au marché de
I’assurance, a la fois pour les EAR que pour les
intermédiaires

2. une invisibilité¢ par rapport au délai de traitement
des agréments permettant la pratique des opérations
d’assurances par les EAR ;

3. des conditions de sortie accordant un pouvoir
discrétionnaire et disproportionné au régulateur
sectoriel ;

4. un systéme d’agrément hybride accordant un
avantage concurrentiel substantiel pour les assureurs
mixtes;

5. une offre non adaptée a I’assurance inclusive;

6. une offre assurantielle insuffisamment innovante;

7. une présence de segments d’assurance fragiles;

8. un potentiel inexploité du canal de la bancassurance;

9. un marché trés concentré au niveau global et pour
certains produits d’assurance;

10. un marché non concurrentiel de la RC automobile;

11. un taux de commissionnement des intermédiaires

2028/08/283
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fixe malgré la libéralisation;

12. une intervention des professionnels dans le
processus de prise de décision du régulateur;

13. une fédération dotée de pouvoirs relevant de la
régulation sectorielle;

14. un pouvoir discrétionnaire de I’ACAPS en matiére
de désignation de 1’association professionnelle des
intermédiaires;

15. un consommateur maillon faible de la relation
contractuelle avec 1’assureur;

16. des contrats d’assurance trés complexes;

17. un processus lourd de traitement des dossiers
sinistres;

18. une médiation assurantielle avec une valeur ajoutée
insignifiante;

19. des comparateurs d’assurances insuffisamment
développés.

Parmi les recommandations proposées, il y anotamment
lieu de citer la nécessité de faciliter la rentrée et la
sortie des acteurs dans le secteur ou encore la refonte
du systéme d’agrément des intermédiaires.

Pour lire I’article complet, veuillez cliquer ici

Source: 212 Assurances
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In a World of Uncertainties, We've Got You Covered
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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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