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Can We Reduce the Health Protection Gap in our

The sheer scale of the Health Protection Gap is scary.
USD 1.8 trillion that should be - and needs to be -
insured right now..but isn't. Over 40 million house-
holds in the Asia Pacific region are impacted.

Those numbers will keep going up just by inflation
and ageing alone. And as Asia gets more affluent, it
leads to a domino effect of more people being affect-
ed by "lifestyle" diseases such as diabetes or cardio-
vascular illnesses.

The "gap" is the number that could potentially be hit
by unwanted, burgeoning medical costs. While there
is focus on the bigger picture, consider this: a bread-
winner struck down by illness; and he/she loses his/
her ability to work. The family needs to pay for medi-
cal bills, there is a loss of future earning power, the
children may have to reprioritise education spending,
or may even need to forgo certain medical treatment;
and the cost of the medical expenses may force every
member - from young to old - to make lifestyle
changes.

The chance to change that is staring us in the face. If
we can't create strong awareness and develop this
into a “want”, any investment in the rest of the jour-
ney will provide no more than process efficiency as it
won't increase the number of people believing they
need it.

The insurance journey of Want, Buy, Own

Most people begin to think about insurance or protec-
tion when it comes to the "big" life events: Marriage;
children; buying a home; receiving an unfavourable
doctor's report.

The change in how we create, collect, and use data
has enabled us to better identify these consumers
and because of that, we're in a better position to offer
the right products to the right consumer at the right
price. In addition, the journey has become more per-
sonalised, and we're able to make tweaks to the in-
surance journey as we go along.

The Swiss Re role doesn't end after a solution has put
forth and executed. Our goal is to really be a pillar of
support to help clients not just live longer, but live
better and healthier lives.

One of the ways we do that is through tech.
Incorporating new tech in the customer journey

In today’s rapidly changing world of technology and
big data, we need to combine new tech with our risk
knowledge and apply that to different elements of this
customer journey.

In 2018, we launched a gestational diabetes health
management app designed to help pregnant women
in Singapore. By using secure blockchain technology,
we were able to create a fully automated underwrit-
ing journey because of our integration with the 0BGY-
N's own electronic records.

The win-win? There are no claims filed. And the pa-
tient receives an automatic claims payment when she
is diagnosed with one of the eligible conditions via the
clinic. That's just one part of the future we see..and
want.

Time?

Digital wallets and mobile pay-
ment platforms also represent
a huge opportunity for the
insurance industry to raise
awareness and reach parts
of the population that some
of our more traditional meth-
ods of distribution may miss.

Last month, we helped
Alipay, which is part of Aliba-
ba group, launch Alipay's
flagship Term Life product.
This is potentially the largest
term life product sold digitally by volume in China. It's
a straightforward, affordable product with simple
customer onboarding experience. Over 30,000 policies
were sold in the first week alone.

In Malaysia, we were approached by an insurer to
look at their inforce medical portfolio with a view to
building them a predictive underwriting model. A lot of
this data was raw and unstructured. Our data scien-
tists scraped, cleaned, and streamlined the data to
narrow it down from a large diverse population into
smaller manageable clusters with homogenous traits.
The information allows our insurance partner to offer
simpler customer experience.

Building personal, societal and financial resilience

Ultimately, being future ready now is not only about
improving that core insurance journey, but also help-
ing build personal and societal resilience through
insurance.

If we're able to incentivise positive behavioural
change through diet and exercise programmes, dis-
ease management and counselling, we're on the right
path. Health wearables, fitness trackers and a contin-
uous underwriting journey is changing that. | am
proud to be part of a company that is at the forefront
of this change.

As an industry, we need to push new ways to create
flexible and affordable products that lift financial bar-
riers to protection. We know that insurance can take
on the burden on risk so that our clients can grow,
thrive and take risks that they otherwise would not
have.

| believe we are committed to making the world more
resilient. We do this by creating better client experi-
ences and journeys, and to show our research and
apply them to everyday lives.

It may be the simple one click (or tap) that allows the
stressed new parent to protect their newborn in a few
seconds. It could be the timely health prompt that
serves as a call to action for a newly diagnosed dia-
betic, which helps put their condition into remission. It
could also be the claim that helps get their family
back on their feet financially quickly following the loss
of a loved one.

This is just the start. And my advice would be to not
focus on the big numbers that make it look like a gar-
gantuan task, but instead look at each journey, and
each step as a milestone in itself. | am hopeful. Be-
cause we have taken more than a few steps already.

Russell Higginbotham
CEO Reinsurance Asia
Swiss Re
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Why more insurance firms are making
an ethical stance against insuring coal

Climate change. Two words that have divided the
world politically and are, quite literally, ruining the
planet.

The last special report by the Intergovernmental Pan-
el on Climate Change (IPCC), released last Septem-
ber, outlined the consequences of what would happen
if the earth warmed by more than the predicted 1.5°C
above the pre-industrial period.

The picture painted was beyond grim, and the author
of the United Nations report is not optimistic about
the chances of getting political unity to make any sig-
nificant changes to ensure any progress is made.

Similarly, the World Economic Forum (WEF) recently
published its annual World Risks Report - and the
number one risk listed was the failure of climate
change mitigation and adaption, aka governments
around the world not doing anything to stop it occur-
ring.

This all looks very doom and gloom, but there are

organisations that are looking to do everything they -
can to try and help. Unfriend Coal is a cam- _ - ()\

paign that lobbies the insurance in- \}\ ,
dustry to stop insuring coal-fired ’\% )
power plants and to divest from \\

coal.

Peter Bosshard, director of The
Finance Project that runs the
Unfriend Coal campaign, said

that what his organisation is

attempting to do is make up

for lost time.

“Looking at what climate science tells
us, including the latest report from the
IPCC from October of last year, we know
that we're really running out of time in
making the transition to a low carbon econ- omy,”
Bosshard explained to /nsurance Business. “The basic
premise of our campaign is that we can't just keep
doing what we've done for such a long time, we can’t
rely on some divestment and things like that. We re-
ally need to ramp up action. The IPCC report shows
we need action at an unprecedented scale.”

Without insurance, Bosshard explained, the coal in-
dustry simply can’t operate. So, if the companies that
state they want to do something about climate
change, as many have, are approached, then maybe
they will stop investing in it.

“Coal is still the biggest source of CO2 emissions,” he
said. “Without insurance most factories, mines, power
plants, buildings, anything within the coal economy
wouldn’t go forward or couldn’t be upgraded.

“They were an actor who was clearly very well-aware
of climate change but had been long neglected their
own role, regarding their own responsibility.

“They had put out warnings, some of the reinsurers
particularly, about climate risk since the 1970s yet
they were still insuring coal and it just didn’'t make
any sense. There was a gap between their rhetoric
and their actions.”

So far, the campaign has helped as 20 major insurers

-

have committed to divesting from coal, and nine major
insurers and reinsurers have announced they will
stop insuring coal-fired power plants. The nine insur-
ers include big names such as Allianz, Munich Re,
Swiss Re, AXA and Zurich.

Alison Martin, group chief risk officer at Zurich, said
that the company’s climate change policy and move
away from coal was very important, especially given
that major weather events were cited as the number
two risk in WEF’s Global Risk Report.

“Increasingly, major weather events, combined with a
lack of will and a lack of political unity to do anything
are the top two risks,” she said. “But that doesn't
mean we shouldn’t do something. And what as insur-
ance companies can we do?

“We published a thermal coal statement back at the

end of 2017, where we talked about the basis under

which we would provide underwriting or investment

support into companies who were providing the ma-
jority of their revenues from thermal coal, more
than 50%.

“We need to find a way as a society to manage a

just transition to low carbon, and not have

cliffs. | don't think cliffs are in anyone’s inter-
est.”

And while only nine insurers doesn’t seem
like a lot, it is a big step from only two
years of a campaign. A report by Wil-
lis Towers Watson on the power and
energy market, published earlier this
year, also reiterated the positive im-
pacts.

“Having to factor this element into
their bid- ding will put [coal companies] at a
commercial disadvantage when competing with lower
-cost greener generators,” the report stated. “This
reduction in available capacity will invariably see up-
ward pressure on rates and coverages as the compe-
tition for market share in this specific sector will be
much more limited.

“Renewable [insurance] programs typically are
cheaper than thermal programs, with significantly
lower deductibles. This trend is expected to continue
as traditional insurers look to promote renewable
energy for public relations reasons, as well as re-
place premium lost by exiting the coal-generation
space.”

Ultimately, Bosshard said, Unfriend Coal is hoping that
they are working hard enough to do their part in help-
ing to end coal as a power source.

“In practice what we’re hoping to see is that it just
gets more and more complicated and more and ex-
pensive for coal companies to access insurance,” he
explained.

“And in combination with all the other problems that
they are facing, increasing finance costs, court cases,
we hope this will accelerate the end of coal.

“We are well on the way. The progress we are seeing
in the insurance industry is very promising, but we
are running out of time so we need to reach critical
mass quickly.”
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Proposed IFRS 17 advances focus on reinsurance contracts

The International Accounting Standards Board (IASB)
met Wednesday to deliberate some of the IFRS 17
changes proposed in the Exposure Draft (ED) based
on stakeholder feedback. The IASB decided to defer
discussions on the effective date of IFRS 17 until the
extent and complexity of all amendments had been
determined, expected at the end of February, accord-
ing to a Willis Towers Watson report.

The IASB approved the adoption of six proposals in
the ED for which there had been widespread support,
and also agreed to proceed with the proposed
amendments in respect of deferring some acquisition
costs for renewal business.

Comments on the ED have shown concern with the
treatment of reinsurance contracts held, and the
IASB approved significant changes to the ED pro-
posals in this area.

The IASB’s intention to allow insurers to recognise
gains on reinsurance contracts held in respect of
groups of onerous underlying contracts had been
welcomed by respondents. However, most respond-
ents were concerned that the scope of the relief was
too narrow, according to Willis Towers Watson. In
response, the board has agreed to broaden the scope
so that all reinsurance contracts held, including both
proportional and non-proportional, would be taken
into account when they cover groups of onerous un-
derlying contracts, allowing losses on initial recogni-
tion of the underlying contracts to be offset by the
matching reinsurance.

“If ultimately ratified and incorporated into the final
standard, this change would largely address insurers’
concerns about the consequences of the existing eco-
nomic mismatch,” said Roger Gascoigne, senior direc-
tor at Willis Towers Watson. “Nevertheless, insurers
should be aware that implementing these changes at
this stage is likely to add significantly to the complexi-
ty of reflecting many current reinsurance or retroces-
sion arrangements, particularly for contracts meas-
ured using the Premium Allocation Approach. It is
imperative that both insurers and reinsurers analyse
the specific impacts on their results, processes and
overall implementation programs.”

“The treatment of reinsurance under IFRS 17 has been
deserving of greater attention for some time,” said
Brian Shea, managing
director of strategic

and financial analytics

at Willis Towers Wat- IFRS 17
son. “These proposed
amendments better
reflect the role of rein-
surance in mitigating
risks. We continue to
work with insurers and
reinsurers to ensure
that their reinsurance
programs are fit for
IFRS 17"

Source: Insurance Business mag.

Region to see slew of insurance M&A deals & cyber

time bombs in 2020

World

Insurance

Regional

Insurance

Signs are that in 2020, the MENA insurance industry
will see a slew of M&A deals, predicts London-based
New Dawn Risk, a specialist insurance intermediary
focussing on all lines of liability insurance and relat-
ed specialty classes of business.

Mr Dermot Dick, head of treaty production at New
Dawn Risk, said, “It is generally accepted that insur-
ance markets in the Gulf Cooperation Council have
long been ripe for consolidation. Despite an excess of
insurance businesses - 65 in the UAE and 39 in Ku-
wait for example - structural issues have prevented
a wave of M&A from happening.”

He added, “There is a very real sense that recent
deals in Abu Dhabi in the wider financial services
markets, such as the merging of Mubadala and IPIC,
will have a knock-on effect on the insurance industry.
“There are persistent rumours of on-going merger
talks in the UAE while in Kuwait, the plethora of re-
cently created takaful companies are highly stressed
following the new motor claims payment laws in 2019
which revealed their lack of liquidity, and the planned
increased capital requirements to be introduced in
2020 will further add to the pressure. Three compa-
nies have already ceased trading and reports indicate
multiple merger discussions and potential run-off
scenarios.”

Meanwhile, in Saudi Arabia, the regulator has sus-
pended multiple licences on both a temporary and

permanent basis, while there are at least two sets of
companies in advanced merger talks.

Mr Dick said, “In 2020, the scene is set for the dam to
burst and the subsequent flood of M&A will change
the face of markets across the Middle East, resulting
in fewer, stronger insurers who are better able to
serve policyholders.”

Cyber explosion

Separately, Mr James Bullock-Webster, head of tech-
nology, media and cyber at New Dawn Risk, said,
“There is no doubt that in 2020 we will continue to see
a significant growth in cyber extortion. Criminal
gangs will shift their focus away from private individ-
uals and onto businesses where they can hope for a
greater return on their investment.

“The Middle East is a soft target; lots of wealth and a
tendency not to want to lose face means ransoms will
be paid and not talked about. IT budgets may have
been neglected and there is a paucity of experienced
breach responders in the region. This is a ticking time
bomb.”

The steps to take against cyber crime, he says, are,
“Harden your systems, train your people, be resilient,
have a plan, test that plan and partner with organisa-
tions that know what to do in the face of a debilitating
cyber event.”

Source: Middle East Insurance Review
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UAE life insurance sector braced for
fundamental shake-up in 2020

ramifications for existing players.

Comprehensive new regulations will have significant

a product, mandatory product illustrations to demon-
strate the potential investment returns for savings
products, a mandatory illustration showing the effect

The life insurance sector in the UAE will change sig-
nificantly in 2020 following the issue of comprehen-
sive new life insurance regulations by the Insurance
Authority, which come into force on 16 April.

R The regulations have wholly laudable intentions and
United impose controls on the commissions that are payable
Arab to "Distribution Channels" (insurance brokers,
agents, banks and finance companies), including both
caps on the overall amount of commission and the
manner in which it can be paid, and also restrictions
on the charges (including surrender charges) which
insurers can life levy.

In addition, there are extensive requirements around
the information which must be provided to policy-
holders at the time of purchase and on an ongoing
basis. These include disclosure as to the key terms of

Emirates

of charges and expenses on the performance of sav-
ings products, disclosure of the performance of the
funds available for investment and confirmation of the
“Protection Benefit Ratio” to highlight the extent to
which a product does or does not include protection
benefits. Policyholders will also benefit from a “free
look” period of a minimum of 30 days during which
they may cancel their policy and receive a full refund
of their premium.

The ramifications of the regulations for the existing
market players are significant and, in the short term,
we predict that they will lead to a shortage of prod-
ucts, the closure of some specialist life insurance
brokers and a withdrawal of the banks from the sec-
tor (thereby limiting distribution capacity), together
with a movement by advisors to promote other forms
of investment products.

Source: Clyde & Co
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Lebanese insurance market in 2018:
top 30 insurers

Lebanese insurance market in 2018: ranking of insurance companies per GWP

Figures in thousands

2018 gross written premium|2017 gross written premium| 5417_2018

In LBP ® In USD In LBP ® InUSD | evolution @ | 2018 shares
ALLIANZ SNA 219,808,000 145,073 | 212,230 000 140,072 3.57% 8.91%
ALICO 186,897,000 123,352 | 183,119,000 120,859 2.06% 7.58%
BANKERS 184,898,000 122,033 | 178,521,000 117,824 3.57% 7.50%
LIA 171,969,000 113,500 | 174,633,000 115,258 -1.53% 6.97%
AXA ME 162,514,000 107,259 | 149,435,000 98,627 8.75% 6.59%
FIDELITY 158,698,000 104,741 112,964,000 74,556 40.49% I¥XYAR Lebanon
AROPE 145,381,000 95,951 160,799,000 106,127 -9.59% 5.89%
MEDGULF 130,536,000 86,154 | 149,940,000 98,960 -12.94% 5.29%
BANCASSURANCE 125,734,000 82,984 | 118,506,000 78,214 6.10% 5.10%
ADIR 116,368,000 76,803 | 109,569,000 72,316 6.21% 4.72%
LIBANO-SUISSE 97,980,000 64,667 97,535,000 64,373 0.46% 3.97%
GROUPMED 87,995,000 58,077 NA NA NA 3.57%
ASSUREX 59,491,000 39,264 57,187,000 37,743 4.03% 2.61%
CUMBERLAND 44,093,000 29,101 41,136,000 27,150 7.19% 1.79%
UFA 43,419,000 28,657 43,380,000 28,631 0.09% 1.76%
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Cont. ranking of insurance companies per GWP

Figures in thousands

2018 gross written premium|2017 gross written premium| 7017_2018

In LBP © INUSD | InLBP® musp | evolution @ | 2016 shares

SECURITY 41,608,000 27,461 39,775,000 26,252 4.61% 1.69%
ARABIA 35,986,000 23,751 41,547,000 27,421 -13.38% 1.46%
ALIG 33,788,000 22,300 NA NA NA 1.37%
THE CAPITAL 33,713,000 22,251 34,269,000 22,618 -1.62% 1.37%
SOGECAP 30,290,000 19,991 27,973,000 18,462 8.28% 1.23%
UCA 27,429,000 18,103 26,219,000 17,305 4.61% 1%
COMMERCIAL 26,891,000 17,748 21,186,000 13,983 26.93% 1.09%
BEIRUT LIFE 25,077,000 16,551 22,757,000 15,020 10.19% 1.02%
NORTH ASSURANCE 23,868,000 15,753 22,324,000 14,734 6.92% 0.97%
TRUST COMPASS 23,672,000 15,624 NA NA NA 0.96%
CREDIT LIBANAIS 22,343,000 14,746 22,829,000 15,067 -2.13% 0.91%
AMANA 21,492,000 14,185 NA NA NA 0.87%
CONFIDENCE 18,804,000 12,41 13,200,000 8,712 42.45% 0.76%
BURGAN 18,241,000 12,039 17,046,000 11,250 7.01% 0.74%
MEARCO 18,226,000 12,029 13,502,000 8,911 34.99% 0.74%
Total top 30 companies 2,337,209,000 | 1,542,558 | 2,091,581,000 | 1,380,443 M.74% 94.76%
Rest of the market @ 129,159,000 85,245 370,148,000 244,298 -65.11% 5.24%
Grand total 2,466,368,000 | 1,627,803 | 2,461,729,000 | 1,624,741 0.19% 100%

0 Lebanese Pound

@ Variation in local currency

®) 20 companies
NA: Not available

The Lebanese insurance industry in 2018: turnover per class of business

Figures in thousands

2018 gross written premium 2017 gross written premium 2017-2018
In LBP O In USD In LBP O musp | evolution @ | 2018 shares

Health 759,557,000 501,308 721,342,000 476,086 5.30% 30.80%
Motor 529,827,000 349,686 571,237 000 377,016 -7.25% 21.48%
Fire 157,623,000 104,031 165,026,000 108,917 -4.49% 6.39%
Accident 101,001,000 66,661 108,950 000 71,907 -7.30% 4.10%
Marine 52,993,000 34,975 54,804,000 36,171 -3.30% 2.15%
Others @ 80,808,000 53,333 83,959,000 55,413 -3.75% 3.28%
Total non life 1,681,809,000 1,109,994 1,705,318,000 1,125,510 -1.38% 68.19%
Life @ 784,559 000 517,809 756,411 000 499,231 3.72% 31.81%

Grand total 2,466,368,000 1,627 803 2,461,729,000 1,624,741 0.19% 100%

) Lebanese Pound

9 including miscellaneous accident, contractor’s all risks, credit and third party liability

(
@ Variation in local currency
(
(

4 including capitalization and savings

Exchange rate as at31/12/2018 : 1 LBP = 0.00066 USD ; as at 31/12/2017 : 1 LBP = 0.00066 USD

Lebanon

Source: Atlas Magazine
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