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World Insurance & COVID-19

sigma 7/2020 - Rebuilding better
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Global economic and insurance market outlook 2021/22

The world economy is experiencing the deepest
recession of our lifetimes, but positive news
about a potential COVID-19 vaccine means
the risks to the outlook are now balanced.

35%

Rate hardening in commercial lines was core to this year’s resilience in non-life
business. We expect positive rate momentum to continue through 2021, given
strong demand amidst rising risk awareness and rising claims.

30%

Still, reflecting the world’s weaker economic

resilience, we forecast a 4.1% contraction this

year, with a recovery to 4.7% global growth in
2021 (below market consensus of 5.2%).

Global

M 302019 M 4Q2019 M 1Q2020

us UK Latin America Asia Australia

Europe

202020 W 3Q2020 Trend

Note: up green arrow: accelerating rate increase, flat green arrow: stable rate increase at high level
Source: Marsh, Global insurance rate index, Swiss Re Institute
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These economic realities call for a focus on

rebuilding better. Sustainable recovery will require
a new direction that includes, among others, more
investment in sustainable infrastructure, in the
digital economy and in human capital, to make
societies future fit and growth more inclusive.
COVID-19 has accelerated several paradigm
shifts already in the making, including digital
transformation, de-globalisation and a larger role
for governments in the economy. We also expect
structural shifts such as lower potential growth,
lower real yields, and a widening rift between
financial markets and the real economy.
Insurance markets have withstood this year’s
recession better than we initially expected. After
a stronger-than-anticipated first half, notably in
advanced markets, we have revised our growt
forecasts upwards.

We now project global non-life premium growth will
remain positive at 1.1% in 2020. We see a rebound to
3.6% growth in 2021 and 2022, with continued rate
hardening momentum, particularly in commercial
lines, underpinning the recovery. We forecast that
global life premium volumes will still contract by
4.5% this year, but also recover strongly to annual 3%
trend growth over the next two years.

China will take the lead, and emerging markets overall
will continue to outperform advanced markets. Based
on global economic recovery and rate hardening, we
forecast a swift return to trend growth in the next two
years.

Alternative economic and insurance scenarios

The economic and insurance outlook contains
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We forecast 4.7% growth in global GDP in real terms in 2021, below the consensus
of 5.2%, and have a balanced risk outlook. Aside from recent positive newsflow
around a vaccine for COVID-19, accelerated digital transformation and policy efforts
to rebuild economic resilience are the main upside factors in our outlook.

2019

Actual (%) SRI (%) SRI (%) Consensus (%) SRI (%) Consensus (%)

23 -4.1 35 2.3

5.6 57 23 31

-73 -15 4.0 5.3 3.0 28

07 -47 -57 24 25

6.1 23 74 8.2* 5.3 5.8*

25 -4 -3.9** 47 3.3 3.6**

h E = estimates, F = forecasts. Data as of 2 November 2020; *China data from IMF; ** Data from Bloomberg|

omics, Bloomberg, Swiss Re Institute

Alternative economic and insurance scenarios

The economic and insurance outlook contains
significant uncertainty, making scenario thinking
essential. We consider three alternative scenarios from
our core forecast: two more pessimistic and one more
positive.

Our analysis indicates that the European insurance
market may be particularly at risk from interest
rate sensitivity in a severe recession scenario. In a
stagflation scenario, inflation surprises could disrupt
insurers with long-tail business, for instance in the US
casualty market. In China, insurance market growth
will be more exposed to GDP elasticity than in the US
and Europe under all scenarios.

To download sigma 7/2020, please Click Here

Source: Swiss Re

Marine P&I market in “turbulent times”: Gallagher

Insurance broker Gallagher has reviewed the state of the marine protection and indemnity (P&I) market ahead of
the upcoming renewals, noting that it is a “turbulent time” for re/insurers in this sector.

The pandemic’s impact on the economy, international
trade and safety of crew members has made it a very
challenging year both for ship owners and the global
marine sector, Gallagher reported.

Following tough 2018/2019 and 2019/2020 policy
years, the COVID-19 outbreak has compounded these
difficulties, as underwriting performance continues to
be poor across almost all the Clubs this year.
According to Gallagher, the Clubs are presently
underwriting to typical combined ratios of between
115 and 120%, with some significantly higher, and
only Steamship Mutual managing a ratio at below
100%.

‘ 2020/11/16 |ssue 76 sus!

The trend has been further exacerbated by rapidly
deteriorating pool loss experience, with losses of
around $300 million so far — making it one of the
worst years in the past decade, with the traditionally
costly North Atlantic winter still to come.

At the start of the 2020- 21 policy year, the investment
market was showing substantial valuation losses, but
conditions have improved since then and the Clubs are
showing modest net investment yields in the region of
2% to 2.5% as of September.

Investment markets, however, remain extremely
volatile and Gallagher maintains that it is too early
to predict where these will lie at the end of the 2020

ﬂ


https://www.swissre.com/dam/jcr:4951c23e-d8d0-4f3e-87db-07741f3e162e/swiss-re-sigma-7-2020-en-web.pdf

GAIF E:Newslette

policy year as the pandemic continues to unfold.
“What does this mean for renewals? No doubt, there
will be a general increase to negotiate along with
potential increases in deductibles. To what level
will become more apparent as the year progresses,”
Gallagher concluded.

“Clearly, we find ourselves in turbulent times and so it
has never been more important for Members to engage
the support of a specialist broker, who can help them
achieve the best outcome possible at renewal.”

Source: Reinsurance News

P&C insurers continue to face risk management challenges:

Fitch

Fitch Ratings has released a report that explores how Property and Casualty (P&C) insurers are continuing to face
new operational and risk management challenges, some of which include pandemic-related insurance losses and

premium volume declines in 2021.

The rating agency believes that insurers will be best
positioned to adapt to the current climate if they are
able to manage the challenge of workforce flexibility,
limit risk aggregations and reduce claims exposure
through disclosure/exclusionary language and clarity
of policy terms.

It estimates incurred loss from coronavirus claims
totalled approximately $8 billion for North American
publicly traded insurers to date and approximately
$23 billion, including large global re/insurers.

However, drawn out settlement litigation for claims
in a number of segments are expected to take years.
Ultimate insured losses will depend on uncertain
factors, including: the duration of the pandemic, extent
of economic shutdowns from potential future waves
of large-case outbreaks, the timing of return to more
normal business and social activity, and the speed and
strength of the economic recovery.

Higher pricing following recent losses, compounded
by fear and uncertainty of pandemic-related claims,

Arab Insurance

has led to tighter underwriting terms and conditions
in many areas, with commercial lines rate increases
unseen since 2003. Changes in market conditions
boost the potential for profit improvement when
pandemic-related losses subside.

Although, larger underwriting profits will be required
to generate adequate returns to offset investment
income declines as a result of persistently low interest
rates. Challenges in managing traditional sources of
volatility, such as natural catastrophe exposures or
claims severity from medical and litigation costs,
could also hinder future progress toward profitability.

Many aspects of business and social interactions are
unlikely to fully return to prior norms, which creates
challenges in assessing and pricing risk for insurers.
The pace of economic recovery and return to more
normal activity will influence claims frequency trends
in segments with large recent declines, including
automobile and workers’ compensation.

Source: Reinsurance News
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The GAIF General Secretariat, and
members of the BOD present to
the honorable Bahraini people with
sincere condolences for the death of
the late:

Bahrain’s Prime Minister

Prince / Khalifa bin Salman Al
Khalifa

Our condolences to his family, Egyptain Insurance
Sector and colleagues

May his soul rest in Peace
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http://iraqieconomists.net/ar/wp-content/uploads/sites/2/2020/10/Challenges-and-Solutions-to-Iraqs-Insurance-Problems-draft-3-3.pdf
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Better pricing dynamics improve operating environment for reinsurer

Saudi Arabia: Saudi Re is carrying out business in an
improving operating environment due to better pricing
dynamics - with the market hardening after a lengthy
soft cycle - particularly for loss making segments,
according to SIMAH’s Credit Rating Agency, Tassnief.

According to a report issued by Tassnief, the reinsurer
has a strong brand strength, risk profile and competitive
advantage in the domestic market. Saudi Re also has a
well-established franchise in the key targeted markets
that the company operates in, as well as an improved
level of diversification for international business.

Tassnief thus maintains an AA+ Insurance Financial
Strength Rating with a stable outlook for Saudi Re.

The rating also incorporates the company’s
leverage-free balance sheet, strong risk adjusted
capitalisation levels, healthy liquidity buffers and
improving underwriting performance. The rating
is also underpinned by Saudi Re’s strong corporate
governance framework and sound risk management
practices.

Source: Middle East Insurance Review
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The opinions expressed in the articles doesn“t reflect GAIF positions;
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