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AM Best: Green and Sustainability Bond Issuance by In-
surers May Continue To Grow

What Are “Green” or “Sustainability” Bonds?

Green bonds are bonds whose proceeds are invested in a variety of assets, such as green
buildings, renewable energy, and sustainable water management, that are expected to gen-
erate a positive environmental impact. For sustainable bonds, the typical mandate also in-
cludes assets such as healthcare and education infrastructure. Issuers commit to follow
their defined green or sustainable investment criteria and provide periodic reporting on

those investments.

Earlier this year, the European Commission published for public comment a technical report
on EU taxonomy for environmentally sustainable economic activities, which is likely to be
consistent with a number of other projects—including the EU Green Bond Standard, a pro-
posal that establishes clear and comparable criteria forissuing green bonds. However,

exactly how any system of external verification, monitoring, and reporting on the use of the
proceeds and determination of the environmental impact would work remains unclear.
Because of the difficulty of determining the environmental impact of an asset or economic ac-
tivity, issuers have often relied on third partiesto provide an external framework

to ensure consistency with green or sustainable principles. Sun Life's sustainability frame-
work, for example, incorporates the International Capital Market Association’s sustainability

bond guidelines.

Insurers and reinsurers, with their unique societal
role as risk managers, risk carriers, and inves-
tors, have not been immune from consumers’ and
investors’ growing awareness and concerns about
climate change. The impact of increasing weather
volatility seen in insurers’ income statements
makes environmental and climate change a direct
consideration in the underwriting process. In addi-
tion, elevated public interest is compelling compa-
nies and investors to adapt and consider environ-
mental, social, and governance (ESG) risks and op-
portunitiesin their operations.

In Europe, insurers—particularly some of the major
multinational groups—are already playing a vital
role in the development of sustainable finance, in-
vesting in ESG assets as part of their large global
asset portfolios. Renewable energy projects have
also become a fast-growing share of total issuance
of infrastructure debt. Furthermore, to match the
duration of their long-dated liabilities, life insurers
need to invest in correspondingly long-duration as-
sets, and allocations to green and sustainability-
related infrastructure projects satisfy insurers’
needs for duration-matching and diversification in
their portfolios.

From an insurance regulation perspective, green
infrastructure investments have become more at-
tractive to insurers under Solvency Il due to EIOPA
regulations issued in 2016 and 2017. These define in-
frastructure as a new asset class and significantly
reduce capital charges.

In the US, the municipal green bond market is small,
but with more states such as California becoming
more proactive, the market will undoubtedly grow.
Property/casualty insurers have larger allocations
to municipal bonds, and bond insurers such as Build
America Mutual have launched initiatives such as
Greenstar to identify municipal bond issues related
toinfrastructure projects with environmental bene-
fits.

In November 2017, Manulife Financial Corporation
became the first life insurer to issue a greenbond
(of SGD 500 million), in Singapore. AM Best as-
signed a Long-Term Issue Credit Rating of “bbb+"
tothe subordinated notes.

In recent months, two insurance companies have
issued green or sustainable bonds, both of which
have been assigned Long-Term Issue Credit Rat-
ings by AM Best. In August, Sun Life Financial in
Canada issued a CAD 750 million sustainability
bond to which AM Best assigned a Long-Term Is-
sue Credit Rating of “bbb+” (Outlook: Stable). The
bond issue includes criteria for both green and
social assets, in accordance with the company’s
Sustainability Bond Framework. Under its frame-
work, potentially eligible social investments focus
on access to essential services, facilities, and
equipment that contribute to the long-term health
of communities, such as infrastructure invest-
ments for hospitals or childcare centres.

More recently, Assicurazioni Generali of Italy be-
came the first European insurer to tap the sus-
tainable financing market when it issued a EUR
750 million green bond. AM Best assigned a Long-
Term Issue Credit Rating of “a-" (Outlook: Stable)
to the fixed-rate, senior dated subordinated notes
due 2030 issued on October 1, 2019. The issue is
consistent with Generali's three-year strategic
plan to tighten the link between sustainability and
the company’'s corebusiness. AM Best under-
stands that the insurer has committed to increase
premiums from
social and green
products by 7%
to 9% and allo-
cate EUR 4.5
billion to green
and sustainable
investments
between 2018
and 2021.
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Although insurers currently account for a very
small proportion of the total issuance of the ESG
bond market—USD 121 billion in green bonds were
issued globally in the first half of 2019 according to
NordSIP (Nordic Sustainable Investment Platform)
—AM Best believes that, given the strong reception
these issues have had, other insurers around the
globe may begin issuing more such bonds.

Positive Momentum for Green/Sustainable Bonds

Demand for green and sustainable assets has
grown quickly in recent years, driven by stakehold-
ers that are widening their focus beyond pure fi-
nancial returns and towards broader ethical goals.
In response, the market has developed a number of
products, such as sustainability-focused mutual
funds, indices, and green bonds.

Issuing green bonds allows insurers to access a
new investor base that might not have been avail-
able otherwise. In addition, national efforts to
accelerate green initiatives couldprovide incen-
tives for green bond issuers. For example, in March
2018, the UK government’s “Accelerating Green Fi-
nance” report examined incentives for Sterling
issuers of green bonds. Other nations have devel-
oped targets that may need participation from in-
dustries—including insurance. Issuers of green
bonds may gain access to a broader field of inves-
tors, which creates more competition at placement
and could resultin lower financing costs.

A further benefit of green bonds is the likelihood they
will enhance a company's public image through its
green credentials. Insurers that have issued green
bonds to date have large retail operations and are
keen to boost their brands’ perception and goodwill,

particularly where insurance products are viewed by
consumers as commoditised. In some markets,
companies perceived as being out of line with public
concerns about climate change may be subject to
reputational risk.

Implications for Financial Strength

Forthe bondsissued to date, investors are not lim-
ited to designated green or sustainable assets for
payment of interest or principal. Being perceived
as green or ESG-compliant does not necessarily
translate into higher credit quality—the opposite
may be the case if green assets are linked to new,
highly leveraged ventures or untested technolo-
gies, for example. Investors need to strike the right
balance between their ESG objectives and the tra-
ditional considerations of risk and return. ESG fac-
tors are relevant only if they are material enough
to affect any of the building block assessments in
Best's Credit Rating Methodology.

The issuance of green debt by insurance compa-
nies is part of an ongoing trend of insurers in-
creasingly taking an active role in addressing en-
vironmental considerations. This is in addition to
insurers expanding their role with regard to green
initiatives in their investment and underwriting
activities. AM Best believes that this focus, along-
side increasing investor appetite (in part driven by
regulatory pressure), is gaining momentum and
may resultin further green debt issuance.

Source: AM Best
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Erratum

Tunisia: We have received a comment from
"Tunis Re" about our previous Electronic Bulle-
tin 14/10/2019 ; the title should be read “Focus on
Insurance & Reinsurance Companies In North

Africa”. This informative study was prepared

DE LA ZONE AFRIQUE DU NORD

FOCUS ON INSURANCE & REINSURANCE
CCOMPANIES IN NORTH AFRICA

and published by Tunis Re Team.
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CBB advises Bahrain Bourse to resume trading in Arig

Arab Insurance Group (Arig), listed on Bahrain Bourse
(BHB) and the Dubai Financial Market (DFM), announced
that the Central Bank of Bahrain (CBB) has advised BHB
on 7 October 2019 to resume trading in Arig's shares, ac-
cording to a bourse filing.

On 14 May 2019, the BHB had suspended trading in Arig's
shares until the CBB completes its investigation and re-
ceives a clear business strategy from the company.

On the direction of the CBB, Arig’'s board of directors de-
cided to appoint the deputy general manager, finance and
administration as the acting CEO in the interim, as well as
suspended the decision of closing an overseas repre-
sentative office.

Bahrain

Moreover, the board recommended halting of the under-
writing activities as the on the way forward business
strategy is subject to regulatory and shareholders’ ap-
proval, Arig said.

Accordingly, the board has submitted an application to
the CBB to hold an extraordinary general meeting
(EGM) in which shareholders can consider and vote on a
contemplated cessation of business in line with the rel-
evant provisions of the CBB's laws and the Bahrain
Commercial Companies Law.

Following the proposed EGM, Arig will be addressing
the appointment of core business and other critical
functions, the filing added.

Arig's board will be also seeking a proper rating to be
made based on the future strategy to be adopted by the
company.

Furthermore, Arig's board will maintain pursuing its
objective of better corporate management and govern-
ance, in addition to complying with all applicable laws,
regulations, and the CBB'srules.

Source: English Mubasher

Note de conjoncture du 2e trimestre 2019

Le Secrétariat permanent du Conseil National des Assurances (CNA) annonce la
publication, sur son portail web ASSURAL (Assurances Algérie), de la Note de
Conjoncture du marché national des assurances pour le 2e trimestre 2019, portant
les chiffres, provisoires, de la production et des sinistres du marché national des s NATIONAL DES ASSURANCES
assurances de dommages, des assurances de personnes et de la réassurance.

Pour de plus amples détails, lire l'intégralité de la Note de conjoncture du T2 2019.
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Assurance Automobile : Assur’'Wilance au Maroc l'application
DigiAssur

Assur'Wi, le 1er courtier grossiste d'assurance au Maroc,
lance son application pour l'assurance automobile. Bapti-
sée DigiAssur, lapplication permet aux clients de sous-
crire l'assurance depuis chez eux, a n'importe quel mo-
ment et de recevoir leur attestation d’assurance sans avoir
ase déplacer.

« DigiAssur répond a un constat : celui de la faible pénétra-
tion de l'assurance au Maroc, dont le taux est a peine aux
alentours de 3% », indique un communiqué d’Assur’'Wi.

La nouvelle plateforme DigiAssur met a la disposition du
client, particulier ou entreprise, un dispositif omnicanal, a
la fois digital et humain, pour lui simplifier la vie en prenant
en compte ses demandes rapidement. L'inscription a
l'assurance, via l'application, se fait en 3 étapes.

« |l suffit de prendre en photo la carte grise, le permis de
conduire et la carte d’ldentité nationale. Ensuite, selon les
caractéristiques du véhicule a assurer, le client recoit en
deux minutes, 2 a 3 formules d'assurance trés compéti-

ves : de la basique a la plus compléte. Le client pourra
apreés faire son choix en cliquant sur souscription »,
explique le courtier, dans le communiqué.

Par ailleurs, concernant le paiement, le client dispose
de la possibilité de payer en une fois ou en plusieurs
fois : par chéque ou par ordre de prélévement sur sa-
laire signé par le client et son entreprise. Il bénéficie
également, s'il le souhaite, d'un financement pour
lachat de son assurance, a travers la convention SO-
FAC-DigiAssur, accessible en ligne.

DigiAssur lui livrera dans les 24h de la commande son
attestation en lui donnant la possibilité de visualiser
l'état d'avancement de sa livraison.

Soulignons que l'application DigiAssur est disponible
pour téléchargement sur 10S et Android.

Source:m.2m.ma
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Assurance : Une délégation tunisienne au
Maroc

L’Autorité de contrdle des assurances et de prévoyance De méme, cette visite est une occasion de partager U'ex-
sociale (ACAPS) et la Fédération marocaine des sociétés périence marocaine sur des thématiques telles que la
d’assurance et de réassurance (FMSAR) ont recu ces 9 et solvabilité basée sur les risques, la tarification de
10 octobre une importante délégation tunisienne. Cette lassurance automobile et le développement de l'assu-
visite a pour objectif de débattre des sujets d'intérét com- rance vie.

muns et d'envisager les voies de coopération a mettre en Rappelons que cette rencontre sinscrit dans le cadre
place entre les deux parties, souligne 'ACAPS dans un de la coopération soutenue que méne l'Autorité avec
communique. seshomologues, en particuliers africains.

Morocco

Source: lematin.ma

Save The date

GAIF General Conference 33 will be held in Algeria on 115 to 14" Oct DU sl 3 elal] Gl aladl slasd 3301 aladl yessll ude 5,43
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