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SONAR 2023: New emerging risk insights

This year’s emerging risk insights reflect the uncertainty g neres mpemogorric s ocirerronmens mpoticat & economic enironment
currently shaping the global risk landscape of the insurance

industry, including geopolitical tensions, volatile financial
markets and technological innovations such as generative

Al
Turbulent times

Geopolitical tensions and financial market volatility
persist in the post-pandemic world marked by the
war in Ukraine, rising interest rates and inflation. In
parallel, global polarisation and conflict may give rise
to mutually exclusive markets. Even the risk of nuclear
events is heightened. Inflationary pressures bring into
question the sustainability of sovereign debt across the
globe. The threat of a new pandemic still looms. The
recent outbreaks of Avian influenza are the largest to
date, in different parts of the world.

Technological innovations impact society and business

Technological advances continue to drive societal
and economic change. The spread of the digital
economy offers new opportunities for insurers, such as
embedded insurance or cost savings in product testing,
design and maintenance with the integration of digital
twins. But the expanding use of machine learning
systems will expose more services to potential flaws

Embedded
insurance
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and manipulation. Increased digitalisation of various
services, such as growing reliance on digital payments,
brings about new vulnerabilities of power shortages
and cyberattacks that may paralyse large sectors of the
economy. Digitalisation also raises questions around
ownership and liability, as is the case with the rise of
generative artificial intelligence.

New risks from advances in health and environmental
concerns

Growing concerns around the mental health impacts
from addictive online platforms are putting liability
pressure on social media platform providers. Medical
innovations in drug development and care technology
make it more difficult to predict mortality and morbidity
trends. While life expectancy among a rapidly ageing
population is growing, healthy life expectancy is not
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increasing at the same pace.

New risks arise from toxic chemicals introduced
decades ago that are now being scrutinised for their
potential to harm people and the environment. The
need to reduce pollution and resource depletion in the
future is accelerating the circular economy. But new
liabilities emerge as businesses need to rethink entire
logistics concepts to promote sustainable recycling.

Other new emerging risks include dangers from solar
radiation management, which aims to reverse climate
change, and the unknown long-term health risks from
weight-loss injections that are intended to manage
obesity but are becoming popular for aesthetic use in
non-overweight people as well.

To download SONAR 2023, please click here

Source: Swiss Re
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Reinsurance sector anticipates continued hard market with
elevated pricing in property cat lines: JP Morgan

JP Morgan analysts stated at the European Insurance Conference that the reinsurance sector is expected to continue
experiencing a hard market, with notably high pricing levels observed in property catastrophe lines of business.

Analysts highlighted the highly favourable pricing in
the reinsurance market, comparable to historical peaks,
which is expected to result in considerably enhanced
profitability.

Despite notable improvements in pricing, terms, and
conditions, the industry has yet to witness substantial
capital inflows, as alternative capital providers prefer
to wait for concrete evidence of improved profitability
before reentering the market.

“We remain constructive on the reinsurance space
with OW ratings on Hannover Re, Munich Re and
Swiss Re. Hiscox (N) management also flagged the
excellent market conditions which should benefit their
reinsurance business which makes up ~25% of the
premiums.”

Investors currently seem more concerned about asset
risks, particularly credit and real estate, compared to
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the relatively relaxed stance of European insurers.

Swiss Life maintains confidence in the quality of
its real estate portfolio, including both commercial
and residential properties, while Legal & General
emphasises the minimal defaults in its investment
grade credit portfolio and its selective exposure to
commercial real estate, excluding significant Office or
Retail holdings.

Given Legal & General’s strong capital position and
growth prospects in the UK life market, a positive
outlook is maintained for the company over the long
term.

Surprisingly, there was limited discussion about
IFRS17, suggesting that most European insurers are
not concerned about it significantly impacting their
strategies and believe it has minimal influence on the
underlying economics, the analysts noted.

Source: Reinsurance News
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“The next generation of underwriting” — analytics officer on Al

and its role in closing insurance

When people are asked to point towards where the heart
of insurance’s digital transformation is, most would
look towards the clear market leaders in the United
States or London, the birthplace of modern insurance.
For some, however, it’s in the East; Munich Re APAC,
Middle East and Africa life and health chief analytics
officer Lee Sarkin (pictured) placed Asia at the “fore of
digital transformation” in the industry.

In conversation with Insurance Business Asia, Sarkin
spoke about the firm’s Al-powered underwriting
solution, a proposition that was launched first for the
region rather than the Western markets. Sarkin said that
it makes sense, given Munich Re’s strong foundations
in Asia.

Given the fact that Asia had a large base of insurers
using this URE, he explained that it’s only natural for
the firm to launch in the region first. With Munich
Re’s knowledge of the data and the software itself,
Sarkin said that the firm has now developed robust Al
models that should help insurers monetise the data and
transform their customer experiences.

Sarkin also said that the firm is leading the way for
an underwriting proposition through digitisation and
automation via UREs.

Closing the insurance gap, and the importance or “risk
guardrails”

Sarkin noted the fact that Al spending in the region
— including software, services, and hardware of Al-
centric systems — will reach $49.2 billion in 2026. This
figure, he said, highlights the immense potential of the
technology for the market, and not just insurance.

With these in mind, Sarkin is convinced that Al-
augmented underwriting solutions are key to breaching
the insurance gap in the region, primarily by making

it easier and more convenient for
customers to purchase insurance,
while at the same time reducing
distribution and administration
costs for insurers.

Unrestrained proliferation does come
with its own set of risks, as an Al-focused company
CEO already highlighted. In support of this, Sarkin
said that a lot of the risks come down to how Al is
tempered with the human touch of the industry.

Munich Re’s own augmented underwriting solution,
Sarkin said, is a true hybrid of three — Al, underwriting
rule engines (URE), and expert underwriters. Central
to this collaboration are “risk guardrails” that leverage
the strength of all three while covering the others’
weaknesses.

“The key to success lies in getting the balance right”

Sarkin places great importance on the role of
responsibility in developing Al systems like these, and
to that end he said that the firm is keeping up with all
things related to Al regulation in the region.

There are also implications to giving an Al power over
the customer experience; Sarkin said that there should
be balance in improving the former and streamlining
underwriting, as tipping the scales in the latter’s favour
could result in incorrect decisions.

Munich Re’s aim in the future is to be a global market
leader for enabling clients to transition to the next
generation of underwriting, one that’s powered by
Al, data, and modern technology. Sarkin expressed
his belief — supported by the firm’s new Al-powered
proposition — that the firm is well-positioned to take a
leading role in this growing market.

To read full article, please click here

Source: Insurance Business mag.

Consider alternative capital a core part of capital management,

McKinsey urges

Participants in the global insurance and reinsurance industry need to consider alternative capital and insurance-
linked securities (ILS) as a “core part of their capital management strategy” to deliver on promises of plugging
protection gaps, enhance relevance to clients and make their reinsurance purchases more efficient, consultants at

McKinsey have said.
In a recent paper, McKinsey’s consultants note that the

good news is, “Alternative capital from sources outside
of traditional reinsurance has surged and embedded
itself into P&C insurers’ capital structure.”
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Butthere are additional benefits to embracing alternative
capital even more fully, according to the consultants,
with further growth of the insurance-linked securities
(ILS) market and expanding remit of alternative
reinsurance capital good for both the investors in the
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instruments and the insurers utilising them.

Growth further outside of catastrophe classes of
business is anticipated, with significant opportunities
to use alternative forms of reinsurance capital to plug
gaps in capacity available for classes such as cyber,
McKinsey notes.

While re/insurance carriers will also benefit from
attracting more investors into the market, which could
help them as they look to negotiate better terms with
the reinsurance market.

ILS and alternative reinsurance capital “offer a lower
cost of capital than traditional reinsurance, particularly
in a context of increased industry losses and rising costs
of equity and debt raising,” McKinsey’s consultants
said.

They can also benefit carriers through the multi-
year nature of ILS coverage, as well as by reducing
counterparty risk as the funds are locked away in trust
for when they may be needed to pay claims.

There is also the potential to earn additional income
from alternative capital, by fully-integrating it and
earning fees through its management, which the
consultants note can also “increase insurers’ franchise
value.”

“The predictable stream of income from investors who
subscribe to the franchise can also offset volatility

ASK the CEQ, May edition

from underwriting results, all of which are regarded
positively in the capital markets,” they explained.

There are specific opportunities in expanding the ILS
asset class to cover other P&C insurance classes, on
which insurers can assist by helping investors with exit
mechanisms, while benefiting from efficient capacity
in market segments that have been lacking.

There’s also a chance to disintermediate, through
direct transactions with investors, meaning reinsurance
can be sourced from capital market investors and the
traditional market be bypassed, McKinsey also points
out.

But, key to all of this, is insurers positioning themselves
in such a way as to increase investor confidence, while
also catering to an increasingly diverse set of investor
appetites as well.

Transparency and certainty on offerings, simplified
structures and contract language, diversified
opportunities, and having the right talent, are all
areas insurers can focus so they can maximise their
relationship with alternative capital providers,
McKinsey believes.

“As part of insurers’ core capital management strategy,
alternative capital can help drive returns and plug the
P&C insurance gap,” the consultants said.

Source: Artemis

36% of CEO believes growth will stem from internal distribution

LINK reinsurance brokers have published the May
edition of their ASK the CEO poll. LINK highlighted
the following takeaways:

1- Internal distribution capabilities are still heavily
relied upon: roughly half of surveyed executives
believe growth will stem from internal distribution
(own salesforce, own portal, shareholders) versus
external one (direct brokers, agents, banks...)

2- Aside from corporate lines, personal lines remain an
important growth segment: one in three executives is
counting on channels mainly associated with personal
lines to achieve growth (own portal, aggregators, bank,
retailers)

3- Digital is quickly catching up in executive plans: one
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Which distribution channel do you think will create most
growth over the next 12 months?

DIRECT SALESFORCE

OWN ONLINE PORTAL

DIRECT BROKERS

AGeNTs B

AGGREGATORS

BANKs B

(TELECOM OPERATORS, MOTOR DLALERS: 10
SHAREHOLDERS REFERRALS

OTHER

in four executives is counting on digital distribution
(portal, aggregators) to achieve most of his company’s

ShOI’t term gTOWth Source: LINK
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Bill regulating insurance activity finalized

The Algerian government has announced the
finalization of a bill governing the insurance business in
the country. The final document combines the existing
legislative arsenal and the new regulatory provisions in
a single text.

The new text is aimed at enhancing the attractiveness of
the sector and adapting local insurance to both national
and international economic developments.

The new provisions mainly cover:

« the establishment of an independent market regulatory
authority to replace the current supervisory commission

* the consecration of Takaful insurance
* the online marketing of insurance products

* the reintroduction of compulsory insurance for goods
and equipment imported by sea or air

Arab Insurance
Egypt

* the extension of compulsory fire insurance to the
private sector

* the development of space insurance

« the introduction of an internal control system within
companies to monitor and manage risks and prevent
money laundering

* combating insurance fraud
» the introduction of new distribution channels

 the generalization of out-of-court settlements for
motor claims

 the simplification of compensation procedures for
natural catastrophe victims

* increasing penalties for failure to insure compulsory

risks
Source: Atlas Magazine
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Lloyd’s and Dubai govt to set up InsurTech enablement platform

Lloyd’s, the world’s leading marketplace for
commercial, corporate and speciality risk solutions,
has announced a partnership with Dubai’s Department
of Economy and Tourism (DET) to facilitate holistic
growth opportunities for Dubai-based InsurTech start-
ups and entrepreneurs.

The two sides signed a Memorandum of Understanding
to develop a Dubai InsurTech Enablement Platform to
enable start-ups and entrepreneurs to create innovative
tech-based insurance solutions and products covering
various sectors from autonomous vehicles to the
transition to net zero.

Lloyd’s Lab

Lloyd’s, in a statement, says that it will collaborate with
DET based on its experience of setting up the Lloyd’s
Lab and supporting the development of InsurTechs
through the accelerator. The future partnership will also
give members of the Lloyd’s Lab programme access to
bespoke business facilitation support to set up in and
expand operations throughout Dubai.

As part of the programme, Lloyd’s will encourage
the applications of Dubai-based InsurTechs to the
Lloyd’s Lab. Successful applicants will benefit from
mentorship, networking, commercial product testing
and potential investment opportunities through the
Lab’s direct access to the London Market.

The Lloyd’s Lab facilitates an InsurTech accelerator
programme which aims to help innovative ideas gain
traction and success in our market. Located in the heart

2028/06/16  [(ssue 205 sd=

of the world’s specialist insurance market, the Lloyd’s
Lab provides access to a co-working space in the iconic
building and the chance to develop ideas with guidance
from experienced insurance professionals.

In turn, DET will build on Dubai’s existing talent base
and pool of new business to support start-ups that
are part of the new international programme with the
introduction of their products and expansion of their
InsurTech operations in the UK and beyond.

Ambitions

Ms Dawn Miller, Lloyd’s commercial director, said,
“Our work with Dubai is part of our ambition to
increase the pool of innovation talent that can work
both with the Lloyd’s and global insurances markets
while enabling more effective, sustainable processes to
address risks that are emerging across the globe.”

Mr Hadi Badri, CEO of Dubai Economic Development
Corporation at Dubai’s Department of Economy and
Tourism said: “By joining forces with the world’s
largest insurance and reinsurance marketplace, we
are creating new channels of collaboration that will
strengthen Dubai’s value proposition as a regional
hub for innovation-driven insurance and reinsurance
companies.”

He added, “This partnership creates new growth
opportunities for existing and aspiring entrepreneurs
in this space to set up in Dubai to leverage growth
opportunities across the wider Middle East, Africa and
South East Asia regions.”

Source: Middle East Insurance Review
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Growth attributed to regulatory developments and rising insurance premium rates
UAE general insurance market set for 13.2% growth this year

The general insurance market in the United Arab
Emirates (UAE) is expected to grow by 13.2% this
year, stemming from regulatory developments and
rising insurance premium rates.

A new forecast from GlobalData revealed that the
general insurance market in the country accounted
for 82.3% of UAE’s conventional insurance sector in
2022. The whole insurance market itself is expected to
get major gains in the next five years thanks to rising
health premiums after the introduction of mandatory
health insurance.

GlobalData senior insurance analyst Swarup Kumar
Sahoo said that the health business will be the major
driver for the sector starting this year.

“Health insurance, which was made mandatory in Abu
Dhabi in 2006 and Dubai in 2014, has also been made
mandatory across the UAE in the first quarter of 2023.
As aresult, health insurance is expected to play a major
role in driving the overall general insurance growth
starting 2023,” Sahoo said.

Leading the general insurance line is personal accident
and health insurance, accounting for 57.6% of the
gross written premiums (GWP) in 2022. The sector’s
compound annual growth rate (CAGR) was 3.5%
during the brunt of the pandemic (2018-2022), with
expectations that it will rise to 11.7% in 2022 to 2027.
As health insurance becomes mandatory this year, it’s
expected to grow by 17.1% on a YoY basis.
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“An increase in the average health insurance premium
will also drive the growth of personal accident and
health insurance in 2023. The health insurance
premium increased due to the growth in claims
following COVID-19 and high inflation in the country.
The average health insurance premium grew by 6%
during Q1 2022 and Q3 2022 and by 5% between Q3
2022 and Q4 2022, further grew by 20% during Q4
2022 and Q1 2023,” Sahoo said.

Property, motor coming in at second and third

The study further found that property insurance comes
in as the second-largest general insurance line, making
up 16.2% of the GWP last year. Motor insurance comes
in at third, accounting for 11.8% of the GWP in 2022.

As for the remaining lines of business, 10.1% of
the remaining 14.4% comes from miscellaneous
lines. Unemployment insurance, which was also
made mandatory in 2023, will further support the
miscellaneous line for a CAGR of 5.9% in 2022 to
2027.

“Post-COVID developments such as the introduction
of mandatory health insurance and the rise in health
insurance policy prices are expected to drive the
UAE general insurance market to grow at a CAGR of
9.6% from AED34.6 billion ($9.4 billion) in 2022 to
AEDS54.8 billion ($14.9 billion) in 2027,” Sahoo said.

Source: Insurance Business mag.
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Companies News

Compagnie Algérienne des Assurances (CAAT): 2022 results

Algeria: The Compagnie Algérienne des Assurances
(CAAT) has ended the 2022 financial year with a
turnover of 26.7 billion DZD (193.8 million USD), up
by 5% over one year.

The net result, in original currency, declined by 34.5%
to 1.9 billion DZD (13.8 million USD), compared to
the 2.9 billion DZD (20.8 million USD) recorded in
2021.

As at 31 December 2022, the company’s total assets

and shareholders’ equity stood at 91 billion DZD (660.4
million USD) and 29 billion DZD (210.5 million USD)
respectively.

In 2023, the company increased its share capital by
25%, from 20 billion DZD (145.2 million USD) to 25
billion DZD (182.8 million USD). CAAT is the second
most highly capitalized company on the market.

Source: Atlas Magazine

«Oleln C’JuM;U" drdzo o dddp Ao 3\5.§|le lday PR «dodwn

el e SO ool Alhioms Ao

Oluel dlaame (yo didp o dadlgall Cllay puds «dedeon
«Olely

«owolll oMyl dpyall ASally calel (duaie Bl @3
Umbzmb e b § ol Clb @uas o T ccdadaon
«orell Balely palill EWSYS] Q3 8% Arize oo da> e
sl )y (dadgell drama)l i 4l ol ) ccoleln
L;LC 4\.\\.9‘),\\ DJJ‘) dl O_\b})\ o> )l""”l D.)j—wuﬁj c@)\ysyl
LS)‘S_)AJ\ C)_)LA}“ ;éfa.o Lg Q«A;Lﬂ\

LoDl 320 T I JWl 33 Goedd Zlad] (3 Sl oylaly
‘a}cu_w cg_gjsjo.” uﬂ»}“ gsfp.n R MJ}U\ Wla.u.]\ 4.03\5,0_”
f‘Lu}’ M))U\ L.)‘;P}” L_g &Wﬁ ‘L/Uv\) WM\ JLb_>LJ
S Gy daa)

e3)lal wlm Ol gl cdy 3 calel 08 o «dedern OF ,Sh
3‘5’“'“" L_)Lu.«) )l.au.w)“ 4,0:.! % dodda]l 4.u,o_9_J| L>l’° @9\3
doually deladl 48 Olwll dhixe (o &> e 32l
(sl e cnolal) JOA1 Jo) dsla)l Jolly

cﬂ;‘\ :JMA”

dosd 02y Ogake 37.5 1« Oln

owelll Balely ool Ml s dSa calel elleyl
ol Jleel o sl daage) ddlaz) dadll OF («olly)
O dl Bdue co2)> Ogake 37.5 ks 31,330 8Ll e 3K
obgud) pan I pase faell 1da

&92_: i cbb (_;Loll Q2 G g CLsa-‘B\ 3 4§le wglj
o S8 dub gl gbol iS4 ) iy $boll e g
dlaimall Alaspell p S8 gl OF J] 8LY) go cdlainell
&J..u JWJI dLo..w| J‘ daa.a]l dwdy « cddanll R \;_).> w».:d
16.6%

‘abd\ oo cJWl &’J“ Lg daaall duais ok ol ASJWJ\ CaxBgig
uVW\ 30 cuumji MY adsiell @Jub (Sl
M oWl Jadl wldas oz pled] o (09 cduadaid)
e 3aieg bl g2 LS

450l dadlgall Hol 18 OF (555, OhYl G ae 0T S4
3> ) BSelanll 23,811 8Ll o ppell) BBy L5 do
Ll 6\195)\» o J) «olely cpolill 8alely cpolil) dnoduwdl
L« Ja s

“5:Ssb slaiYIg (3 yall £y cys Aajhe Lol dBIESH audgd

S5 ] 5:Ssb sl 3SE Sbalitly Jgel g8 blie ellsg
L) el Bog ety Jolas T g8 0933 @l o)
Bl 8l e oball OB ellad By wusll azy ey
CLAJ.J)“ =5y L@.ﬁ LAJ c@w\ Léﬁ_w” &ié.m O 5).)@4” @\}U\j
Braiall LY AW BV b aclgdy dlg=iwdly
G35l il e Byalall dlall Gl il (Yl aclgdy
(S gaull

Jgely ©llily Bea> aox gl daae dlan Jauisy
a7l dxdg cdmel Wl dS ) ) opyle 9S85k sl S & 3gacy
5:Ssb sl &S a) Bls Aselll

2028/06/16  [(ssue 205 sd=

b 58sb sl A cady waMl duoyall dSUowd!
‘wu\ U«ALAJ (_;J;J\ @JJ\ S g do3lo CLQ,L,\ 43451
p.@_wlﬂ Uolw

¢ el (-\}«H CLgand) Jolus” (e Olo Lg obSadl ¢y
AW 3LeYI Jals UM e (Sl zledil e BYI o3 )
blie oguw 0.532 925 Hlduol gall Ul A 0485 Cuso
@L,a.l ”Mab&\ Jolao” 5,53.19 ;Lw)’\ &Sﬂ Lg e ogw S
@_Ub 3 L‘S}Sﬁb L3yl 45Jw 3 8,0l LA@M\ ugi,b.w ol
(zbY! daaw 3l

1




[

ARAB RE

GAIREzNewsletter

Al B palis @l “Sapandl a3 aolgl gl
o oohy U Al dnliall Joles de 2y (i) 5:S50
b Oselo 79815 55 0385 Szl oo 1pall 01 82
W\uﬁwcdbuwuw79815§%&w
Jior Lo ST cages Osade 15.96 955 9:Sob slai)l 454 gadline
83031 d JWI ely e 20% s
}Sﬁb ;Lw)” ‘Jw uww @La.l oJ.sJ;J‘ W}“ Jduaiwg
<L>J..\AJ\ 5,«5‘9.19 ;Lu)” 45Jw ‘mg_.w\ ;Lx.” ‘wq Q\ ul.c Wl
U Bld) Jsls e
TR

dm) gl daie 5131 J 39 zledsd) 43l 5i Sasy
Cogally diaadl dw Sl Olgadl BE e lgde 423l g0l
Gl Ul 88 e N prsldl e el U o Lgle
p2lisl 856 sLagily (le 5Ssb sliYl d&Say Joladll (ol
J.>:5 Loy 30 DJ‘\B OA Lay 15 dj‘ Du\AJ UjSJ LS“Hﬁ cu—\.u\JJ\
Flal Cogaill Lol pe doladl dnazdl slaady Ay lud) - 3o
> @) eaie wlolicl &1 dsud gl oo of cddaall plos)

(lgopuss
Dol I (e e () B3L3 Qo gl A5 pods Bguws
YLy 10 dewd) lgiad ol (Sole oguw Oguke 15.963 g5

38 ) (gulasdl pUAI (30 Bolo 30 Jooka 45 Liggll

duizr Ohlde 8 JI £9ddell (nalil e Jlowsly 8oL dadiad dudled! dHB,J1 dind

(k) Ply duasadl ol lissly
adlge da 31 el £9,8 A8L] Al 8)13] ukaee) Sz
dalad) diegd) 8yla] pudmeg (el Al nae 388 8)10) Ludoeo
ol O slad] 3 desluwll &Sl Jo Yo fadll LB,

ASJW.H 5yl e dadlgas V| Lgud 45)[..#.0_]\
OB 08 o (18 ¢ 16) (wislell (&> dlelyo an &1 Cous gl
w3y addady 1991 dwd 203 3y pll JlasYl glad
OBay dedluwadl OB 0B e (33) saldly dduasd)
159 @3 8s9umall Adgiuall I3 ©E &y pgudl dusgill
Sl o el 80L) Jeme cbduandl asYy 1981 dd
WS a0l duawd! dagdll il Bdr el ol
03) 0L el dzgll de JWI oy panss SIS S92

Apduaid! w8V 1981 i 159

Llpall slae] e B Gulzme de o 6l ) a1 Laly
oo 15> slall ZLY1 e Gz OF Slsdly zLIY1 Clusy
Aolall dimarnll Som09 (3538 (lam poSil JBVI e p e
Jll ool el Golug Lo gy 13] (blaxdl e Cuixd ady
(25%) @adl do 6537 Slblan! (psS5 oz WS ¢ sl
leusSS Gl BIsY (udme i b dslall zb)Y1 e
&bl danazdl o Wolasel @ OF e g dgzgell (21,6919
b Jasall sl duolasll oo el 851,3)

2l ) sal ¢ jaadll

0; %ﬁ\\ T
IC I EC | AND l\Kc u“\tf .\1{\.‘ v ‘.:I
©) icicc communicationgsab.org o @ O O @

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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