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World Insurance

Insurers should brace for more civil unrest, warns new predictive
SRCCmodel

Political violence risks have worsened globally since 2021, and 85% of US cities face high SRCC risks in next 12
months, writes Torbjorn Soltvedt, principal analyst at risk intelligence company Verisk Maplecroft.

Just under half of the world’s major cities face elevated  suggest the ongoing trend for increasing numbers of
risks from strikes, riots and civil commotion (SRCC)  costly civil unrest events across the world is likely
in the next year, according to our to continue with the exposure of political violence

new predictive data model. insurers rising in tandem.
The findings
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Developed as part of the Lloyd’s Lab accelerator
programme, Verisk Maplecroft’s new SRCC redictive
Model provides 12-month forecasts on the risk of severe
protests that could result in insured losses occurring in
50,000 counties and districts globally. The machine
learning model validates its predictions against actual
insured losses and draws on geospatial data covering
the size of recent protests, concentrations of economic
value, demographics, and a range of political risk,
climate and socio-economic indicators.

No region free from risk

Data from the model shows that SRCC risks have
worsened in all regions over the past two years, barring
the Middle East and North Africa. The chance of major
episodes of unrest emerging in several of the world’s
major urban hubs over the next year is also high. When
looking at the world’s 561 cities with a population
over a million, just under half (45%) sit within the two
highest risk categories of the model.

The data reveals that insurers are widely exposed to
losses linked to unrest in key metropoles in most
regions. The 10 highest risk cities globally include:
Beirut, Johannesburg, Dhaka, Kolkata, Cape Town,
Mexico City, Chennai, Sao Paulo, Mumbai and
Hyderabad. Significantly, the granularity of the data
pinpoints the districts in these cities where the risks
are highest. Notably, central districts often pose higher
risks than city suburbs.

A combination of high population density and
concentrated economic value means that SRCC risks
run higher in urban hubs than in less developed areas.
But what sets these higher risk cities apart from the
lower end of the rankings is their poor performance

SRCC risks run high in major global urban hubs
SRECC Prediclive Moded, risk scores for cities with population = 1m

Bubble size = population (2021)
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on several of the indicators underpinning the SRCC
model, such as higher rates of income inequality,
unemployment, and the size of recent protests.

The model shows that similar undercurrents are driving
SRCC risks the world over. In total, 251 cities with a
population over one million are rated ‘high’ or ‘very
high’ risk, including 95 in the Americas, 91 in Asia
Pacific, 36 in Sub-Saharan Africa, and 23 in the Middle
East and North Africa.

The exception are the cities of Europe, which don’t
feature in the global top 100. After Armenia’s Yerevan
(ranked 143rd highest risk), Madrid is the region’s worst
ranked city at 194th highest risk, while Barcelona ranks
216th. Zooming out to the full list of 50,000 districts
and boroughs globally shows that the department of
Paris, which saw widespread rioting in July, is among
the top 20% of riskiest locations globally.

To read full article, please click here

Source: Global Reinsurance

Not “business as usual” for industry with IFRS 17 challenges

still ahead — WTW

Insurers have highlighted significant challenges remaining after reporting their half-year 2023 results under IFRS
17 for the first time, according to a global survey by WTW.

The study, polling 235 insurers from 37 markets,
includes 160 (68%) reporting for the first time in 2023.

Key insights from IFRS 17 study

The report noted that while there has been material
progress, participants state that substantial work
is still needed post-implementation. Meanwhile,
data, availability of skilled resources, and systems/
technology are identified as the primary challenges for
IFRS 17 production.

Only 55% of 2023 reporters felt “very confident” in
explaining IFRS 17 simple scenario results to senior
management or investors. This confidence drops to

18% and 9% when explaining complex and extreme
scenarios, respectively, while over half of 2023
reporters are not prepared for business planning/P&L
projections based on IFRS 17/9.

Nearly 70% of 2023 reporters expect a longer working-
day timetable (WDT), emphasizing the substantial effort
required to make IFRS 17 a routine part of reporting
and address critical issues. These include shortening
the WDT, material system/process improvements,
and enhancing analysis and understanding of IFRS 17
results.

Overall, despite the challenges, nearly all 2023 survey
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participants confirmed that dividend-paying capacity
remains unaffected by IFRS 17.

The estimated total cost for the global insurance
industry to implement the IFRS 17 accounting standard
is now in the range of US$21 billion to US$27 billion,
reflecting a significant 15% increase compared to the
2022 assessment. The predicted average cumulative
program costs for the largest multinationals are now
US$240 million each, and US$30 million each for the

Markets’ Reports

remaining insurers.

“With insurers facing hefty costs to implement IFRS
17, future investments need to be strategic and targeted,
delivering quick and tangible benefits. Substantial
operational efficiencies also need to be found to
maximise the benefits of IFRS 17 and move the
reporting into business as usual,” WTW global IFRS
17 advisory leader Kamran Foroughi said.

Source: Insurance Business mag.

UAE Insurance Companies (Including Foreign Branches)
Performance Analysis, For Year Ended 2022

The UAE Insurance Industry recorded an overall
growth of 9% in GWP for 2022 (as per our estimates),
as GWP increased to AED 45 billion from AED 41
billion in 2021. Listed companies recorded a growth of
11% in GWP, 22 out of the 28 companies contributed
to this growth, while 6 companies saw a reduction in
premiums. The largest decline came from TAKAFUL-
EM. The Branches also witnessed a growth in overall
premiums of 2% for 2022, although 9 of the 20 branches
covered witnessed a decline in GWP.

The loss ratio for the industry saw a decrease this year
compared to 2021 which also resulted in the Combined
Ratio of 97% (2021: 102%). 15 out of 28 listed
companies and 10 out of 20 branches had a combined
ratio more than 100%.

Despite a positive performance in terms of premium,
there has been a considerable decrease in profits for the
listed companies. In 2022, profits dropped to AED 1.5
billion, a 22% decline from the AED 1.9 billion recorded
in 2021. This trend is even more alarming when we
exclude the top 3 companies in terms of profitability
from the analysis, as we observe a significant 56%
decrease in profits for the rest of the industry. In 2022,
the industry (apart from top 3) saw profits of AED 371
million, down from AED 833 million in 2021. This is a
cause for serious concern. The Foreign Branches, after
a tremendous performance in 2021 observed a decline
of 75%. 8 of the 20 branches covered booked a loss in
2022.

The listed companies Return on Equity (ROE) declined
from 11% in 2021 to 8% in 2022. In addition, the
Earnings Ratio, which is calculated as the Net Profit

Growth Ratios
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divided by the Net Earned Premium, was observed to
be 15% in 2022, marking the lowest figure for the past
four years.

During the period under review, more than half of
the listed companies, specifically 15 out of 28, had a
combined ratio exceeding 100%. Furthermore, 7 out
of the 28 listed companies had a negative Return on
Equity (ROE) for the same period.

The insurance sector encountered a formidable year
in 2022, contending with global market instability and
escalating inflation that affected its operations in two
significant dimensions. Firstly, the muted investment
performance resulted in a decline in investment income.
Secondly, a fiercely competitive market, combined with
claims inflation and increased expenses, contributed to
a decrease in underwriting profits. In essence, insurers
grappled with a confluence of external factors that were
beyond their control in 2022.

To download full report, please click here
Source: BADRI
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