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On) A powerful earthquake

Ry @, 90e8  registered by the USGS
as M7.8 hit the highly

populated Turkey - Syria border region at 01:17

UTC (04:17 local time). ‘ u—iﬂ" g

» This is the strongest earthquake to hit Turkey since 1939 Opalill 4 e 8 5alaa Jal ("
and the second-strongest since the Northern Anatolia M7.8- " a:":‘:‘hs‘ S oSl halia i
8.0 earthquake in 1668

* The United States Geological Survey (USGS) has estimated
that the economic loss can reach $100 billion USD.

Sharm El Sheikh

* The death toll in Syria has risen to 2,662, according to

reports from AFP. Syria’s government has received help
from a host of Arab countries including Egypt and Iraq,
as well as from its key ally Russia, which has sent rescue
teams and deployed forces already in Syria to join relief ||
work, including in Aleppo.

As of February 10, this is the 6th deadliest earthquake
in the world since 2002. On February 13, it became "Natural Catastrophes :
the 5th deadliest. For an

The United States Geological Survey (USGS) has | Arab Insurance Initiative"
estimated that the economic loss can reach $100

e
www.gaif.org

Special Edition 2023/02/16


https://www.youtube.com/watch?v=BbLtO1jRNK8
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Verisk (AIR) pegs Turkey quake economic loss at $20bn+, insured

at$1bn+

Verisk Extreme Event Solutions, formerly AIR Worldwide, has estimated that economic losses from the devastating
earthquakes that struck Turkey will reach above US $20 billion, while the insurance and reinsurance industry faces

a bill of above US $1 billion.

These estimates are based on the damage caused by
both of the M7+ earthquakes that occurred on February
6th, and Verisk says that the initial shock is the driver
of most of the insured losses.

“These devasting earthquakes caused not only
extensive physical damage, but also a tragic loss of life
in Turkey and Syria,” explained Bill Churney, president
of extreme event solutions, Verisk.

Continuing, “The sizable difference between insured
and economic losses—the protection gap—represents
the cost of catastrophes to society, much of which is
ultimately borne by governments. Increasing insurance
penetration can ease much of the burden. There are
solutions available that can enhance global resilience
efforts including, emergency management, hazard
mitigation, public disaster financing, risk pooling,
and other government-led risk- and loss-mitigation
initiatives.”

Verisk said that its modeled insured loss estimates only
include, losses caused by the damage from ground
shaking induced insured physical damage to onshore
property (residential, commercial/industrial, mutual),
to both structures and their contents, as well as insured
losses under loss of use coverages, such as business
interruption.

Fitch Ratings said recently that insurance industry

\ H
L A S le\\"m:
losses from the earthquake that struck Turkey and
Syria are anticipated to fall around the US $1 billion
mark, with reinsurance capital set to bear the majority.
So Verisk’s estimate is closely aligned to this.

The death toll from the earthquakes has now surpassed
35,000, with some expecting potentially tens of
thousands more to be added to the tragic total.

Source: Artemis

Turkiye: Compulsory earthquake insurance coverage rate in 10

affected provinces is 49%

While 54.7% of the 20m residences throughout Turkey
have compulsory earthquake insurance policies issued
by the Turkish Catastrophe Insurance Pool (TCIP), the
coverage rate is 49% on average in the 10 provinces at

the epicentre of the devastating 6 February earthquakes.

The table below summarises the compulsory earthquake
insurance coverage in the 10 worst-hit provinces:

. Number of housing units | Number of quake insurance | Quake insurance coverage
Province ¢ 8o
(°000) policies rate %

Kahramanmaras 210 113,011 54
Hatay 315 126,413 40
Osmaniye 101 42,839 42
Gaziantep 339 218,678 65
Kilis 25 14,929 60

2023/02/16
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Sanliurfa 198 104,824 53
Diyarbakir 231 77,935 34
Malatya 188 97,959 52
Adana 479 219,889 46
Adiyaman 89 39,941 45
Total 2,175 1,056,418 49

TCIP, established in 2000 to provide compulsory
earthquake insurance to housing units, was formed in
the wake of the catastrophic magnitude-7.6 earthquake
that struck Kocaeli Province. The maximum coverage
is TRY 640,000 per residence. Property owners whose
properties exceed this amount in value and who wish

to be fully covered have to turn to commercial insurers
for the additional insurance.

There are plans for the TCIP’s scope to be expanded
in March 2023 to also cover other Nat CAT risks such
as landslides, storms, tornadoes, hail, forest fires, and
floods.

Source: Middle East Insurance Review

Reinsurers expected to absorb majority of Turkey quakes losses:
Fitch

According to Fitch Ratings, reinsurers are expected to absorb the majority of the recent Turkey / Syria earthquake
losses, although the amount will be insignificant given how low insurance penetration is in the regions.

On February 6. 2023, two powerful earthquakes of
more than 7.5 magnitude struck near the south-eastern

Turkish cities of Gaziantep and Kahramanmaras, the
country’s sixth and 18th largest cities.

The quakes have destroyed thousands of buildings and
have left hundreds of thousands of people homeless.

According to the latest report of the Turkish Disaster
and Emergency Management Presidency (AFAD)
released on February 8, more than 9,000 people died
and no fewer than 50,000 others were injured across
the provinces of Kahramanmaras, Gaziantep, Sanliurfa,
Diyarbakir, Adana, Adiyaman, Osmaniye, Hatay, Kilis
and Malatya in Turkey.

Fitch notes that the economic losses are hard to estimate
as the situation is evolving, but they appear likely to
exceed $2 billion and could potentially reach up to $4
billion or more.

However, the rating agency suggests that insured losses
will be much lower, perhaps around the $1 billion
range, due to low insurance coverage in the affected

2023/02/16
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regions.

The majority of insured losses will be covered by
reinsurance, but the amount ceded is likely to be
insignificant in the context of the global reinsurance
market, with no implications for reinsurers’ ratings.
Insurance coverage is likely to be low in most of the
affected parts of Turkey and Syria.

The Turkish Catastrophe Insurance Pool (TCIP) was
created after the Izmit earthquake of 1999 to cover
earthquake damage to residential buildings in urban
areas. However, it does not cover human losses, liability
claims or indirect losses, such as business interruption.

Additionally, earthquake insurance cover is technically
mandatory in Turkey, however very often it is not
enforced in practice. As a result of this, many residential
properties are not insured, particularly in many of
the affected areas, where low household incomes are
constrained to affordability.

The TCIP is heavily reinsured. Fitch added that it
estimates that the reinsurance tower provides protection
of just over $2 billion, following the 1/1 reinsurance
renewals, with an attachment point of around $300


https://www.reinsurancene.ws/turkey-earthquakes-could-result-in-1bn-loss/
https://www.reinsurancene.ws/turkey-earthquakes-could-result-in-1bn-loss/
https://www.reinsurancene.ws/turkey-earthquakes-could-result-in-1bn-loss/
https://www.reinsurancene.ws/turkey-earthquakes-could-result-in-1bn-loss/
https://www.reinsurancene.ws/high-portion-of-turkeys-earthquake-losses-to-be-covered-by-insurance/
https://www.reinsurancene.ws/high-portion-of-turkeys-earthquake-losses-to-be-covered-by-insurance/
https://www.reinsurancene.ws/high-portion-of-turkeys-earthquake-losses-to-be-covered-by-insurance/
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million.

Moreover, both local and international commercial
insurers that provide property and business interruption
policies to industrial clients in the region will face
claims as factories and infrastructure, including airports
and ports, have been severely damaged. Fitch added
that it assumes that these covers are also likely to be
heavily reinsured.

Earthquake: Fitch

Most insurance payouts due to the earthquake that hit Turkey and Syria ultimately will be borne by global reinsurers,
according to Fitch Ratings.

“The vast majority of insured losses will be covered
by reinsurance, but the amount ceded is likely to be
insignificant in the context of the global reinsurance
market, with no implications for reinsurers’ ratings,”
Fitch said in a market commentary.

Fitch explained that economic losses (which include
insured and uninsured losses) are hard to estimate as
the situation is evolving, but early estimates indicate
they are likely to exceed US$2 billion and could reach
US$4 billion or more. Insured losses, on the other hand,
will be much lower, perhaps around US$1 billion, due
to low insurance coverage in the affected regions, Fitch
added.

The earthquake and a series of aftershocks struck
southern and central Turkey and western Syria on
Feb. 6. With a maximum magnitude of at least 7.8, the
earthquake was the most severe earthquake in the region

2023/02/16

Fitch concludes by stating that it does not expect
catastrophe bonds to be significantly affected as the
earthquake risk they cover in the region is mostly
limited to the Istanbul area.

AM Best recently released a report that highlighted
how the impact of the two quakes adds to what is
already a challenging operating environment for re/
insurers within the country.

since 1999. (Editor’s note: News reports revealed, on
Thursday, Feb. 9, that more than 20,000 people have
died as a result of the earthquake and hundreds of
thousands of people have been left homeless).

Fitch noted that insurance coverage is likely to be
low in the affected parts of Turkey and Syria. While
the Turkish Catastrophe Insurance Pool (TCIP) was
created in 2000 after the Izmit earthquake of 1999 to
cover earthquake damage to residential buildings in
urban areas, it does not cover human losses, liability
claims or indirect losses, such as business interruption,
Fitch explained.

In addition, Fitch said, earthquake insurance cover is
technically mandatory in Turkey but is very often not
enforced. “As a result, many residential properties are
not insured, particularly in many of the affected areas,
where low household incomes constrain affordability,”



https://www.reinsurancene.ws/impact-of-turkey-quakes-adds-to-challenging-environment-for-re-insurers-am-best/

the commentary added.

The TCIP is heavily reinsured. Fitch estimated that
the reinsurance tower provides protection of just over
USS$2 billion, following the January 2023 reinsurance
renewals, with an attachment point of around US$300
million.

Similarly, insurance coverage in the affected parts of
Syriais likely to be low, particularly given the economic
effects of the country’s civil war, Fitch said.

Antakya

Turkiye:Insurers’ body announces
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“Local and international commercial insurers that
provide property and business interruption policies
to industrial clients in the region will face claims as
factories and infrastructure, including airports and
ports, have been severely damaged,” Fitch said, noting
that these covers are also heavily reinsured.

“We do not expect catastrophe bonds to be significantly
affected as the earthquake risk they cover in the region
is mostly limited to the Istanbul area.”

Source: Insurance Journal
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measures to ease plight of

policyholders and agencies in quake region

The Insurance Association of Turkiye (TSB) has proposed several measures to facilitate quake claim payments.

In a statement, TSB says that its board of directors took
the following decisions regarding the damages caused
by the earthquakes that occurred in Kahramanmaras
and surrounding provinces on 6 February.

* The compensation process will be accelerated
by providing the insured with the necessary
convenience in the documentation process. There
will be maximum sensitivity and flexibility applied
in assisting policyholders.

* All necessary measures will be taken to ensure
the smooth operation of call centres of insurance
companies, and the emergency call centre numbers
will be shared with the TSB so that they can be
announced to the public.

* Until the earthquake matters are resolved, no
marketing or advertising sharing will be made to
the insured in the region struck by the disaster that

2023/02/16
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devastated 10 provinces.

» Flexibility will be applied to health insurance
exemptions in the disaster region. Waiting periods
will be minimised for the insured.

» The TSB will be in contact with the experts (such
as loss adjusters) and agencies that insurance
companies are working with, to ensure smooth and
timely communications with them.

* Premiums owed by the insured and agents will be
postponed in a way that will be managed within an
insurance company’s own dynamics and decision
mechanisms.

* Advance payments will be made where applicable
as a deduction from receivables due from agencies
operating in the affected region.

Source: Middle East Insurance Review
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