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The value of capital has changed & re/insurers have to adapt:

Swiss Re’s Mumenthaler

As capital has become more plentiful and continues to look to insurance risks, it’s no longer the main value of

what carriers need to deliver in the market, which in turn has raised the importance of scale,
efficiency and ownership of the client, according to Christian Mumenthaler, Chief Executive

Officer (CEO) of Swiss Re.

Earlier today, the global reinsurance giant held its
virtual 2021 Media Day, which featured opening
remarks from CEO Mumenthaler around the event’s
two panels: Industry Transformation and Sustainability.

He began by offering an overview of the value chain
of the industry, from consumers to intermediaries to
insurers, reinsurers, and then the capital markets.

“So, it’s a complicated, relatively long value chain,
but it’s fulfilling its purpose to make the world more
resilient,” said Mumenthaler.

Focusing on industry transformation, he highlighted
two big trends that have been evident over the past
decade, the first being capital, which Mumenthaler
said has reduced in value owning to its abundance.

“But capital today is plentiful and chasing all
opportunities that are around, including insurance
risks, as I’'m sure you have heard around the cat bond
market and all the funds that are created around that,”
said Mumenthaler.

“The fact that capital, which historically was one of
the most important assets for reinsurers has changed,
means also that we have to change, and we have to

the most important assets for
reinsurers has changed, means also
that we have to change, and we have
to adapt to these new worlds. Capital
has not become unimportant, today
capital is just the entry ticket, but
not the main value of what you need to deliver in the
market,” he continued.

But what does this mean for both Swiss Re and
the wider industry? And importantly, how is Swiss
Re reacting to this capital change? According to
Mumenthaler, there’s a number of elements at play.

“The first element is obviously that scale and
efficiency continues to be extremely important, or
becomes even more important. As certain products
get commoditised, you need scale and efficiency.

“The second one is that the ownership of the client, or
being very close to the client and knowing what the
client wants, becomes more important,” he said.

Mumenthaler reminded the audience that Swiss Re
has relationships that go back 150 years, in all parts
of the world. These relationships, he stressed, become
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unimportant, today capital is just the entry ticket, but
not the main value of what you need to deliver in the
market,” he continued.

But what does this mean for both Swiss Re and the
wider industry? And importantly, how is Swiss
Re reacting to this capital change? According to
Mumenthaler, there’s a number of elements at play.

“The first element is obviously that scale and efficiency
continues to be extremely important, or becomes even
more important. As certain products get commoditised,
you need scale and efficiency.

“The second one is that the ownership of the client, or
being very close to the client and knowing what the
client wants, becomes more important,” he said.

Mumenthaler reminded the audience that Swiss Re
has relationships that go back 150 years, in all parts
of the world. These relationships, he stressed, become
vitally important “because if you’re close to the client,
there’s not just a commodity part that you’re seeing,
there’s also specific transactions or solutions you can
develop together with the client.”

The third element is what Swiss Re calls service and
solutions, which is essentially offering things outside
of the pure capital transfer.

“It can be digital solutions... and developing products
together, finding ways of doing that more efficiently.
So, basically, a differentiator compared to just this
traditional, more commoditised reinsurance,” he said.

For Swiss Re, the fourth factor, which it has been
doing for around 20 years, is doing transfer to the
capital markets and retrocession.

“And, we have strongly continued to develop that
because that allows us also to access this part, should
this develop even further. So, to have a foot also in
the capital markets and having all the capabilities and
skills to transfer risks to the capital markets, which we
can bring then also again to our clients and help them
to transfer the risks,” said Mumenthaler.

Adding, “So, that’s the reaction to this shift, and the
shift is probably a long-term devaluation of capital
towards other things that are more important, around
risk knowledge and client relationships.”

Source: Reinsurance News

World Bank climate change plan highlights cat bonds & risk

transfer

This week, the World Bank Group announced its new Climate Change Action Plan, featuring a range of
commitments to ramp up and deliver record levels of climate finance, while catastrophe bonds, disaster risk
financing and insurance against climate risk are also mentioned as key elements of the plan.

Through its new Climate Change Action Plan, the
World Bank is targeting the delivery of record levels
of climate financing to developing countries.

At the same time the World Bank aims to work to
reduce emissions, strengthen adaptation, enhance
resilience and align financial flows within the work it
does with the goals of the Paris Agreement on climate
change.

In fact, the Plan commits the World Bank to an
ambitious goal of 35% of its overall financing work
being delivered for climate finance needs over the

five-year term to 2025, up from a previous target of
28%.

Part of this is in pre- and post-disaster risk financing,
including the use of insurance, catastrophe bonds and
other instruments.

Importantly, the World Bank notes that, “We will
also accelerate the mobilization of public and private
sector finance for climate and help increase access to
concessional multilateral climate finance for our client
countries.”

“Our new Action Plan will identify and prioritize

action on the most impactful mitigation and adaptation
opportunities, and we will drive our climate finance
accordingly. This means helping the largest emitters
flatten the emissions curve and helping countries
achieve successful adaptation and resilience to climate
change,” World Bank Group President David Malpass
explained. “We will be delivering climate finance at
record levels and seeking solutions that achieve the
most impact.”

Part of the goals laid out in the new climate change
plan is an ambition to reduce vulnerability among
countries exposed to climate change and climate risk,
with disaster risk financing one of the tools at the
World Bank’s disposal.

The World Bank aims to reduce vulnerability by,
“Supporting countries in their efforts to respond early
to and recover faster from climate and disaster shocks
with additional financial protection instruments.”

Put that together with the goal of “catalyzing and
mobilizing private capital for climate action,” and you
quickly see where we’re leading, as the World Bank’s
activities in disaster risk financing, using catastrophe
bonds, insurance and reinsurance risk transfer
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instruments, looks likely to also ramp up in response
to the new Climate Change Action Plan.

The Plan explains that, “The Bank will employ capital
markets to support client countries that suffer losses
arising from climate-related disasters.”

After which it highlights, “The World Bank Treasury’s
Capital at Risk Note program issues catastrophe-
linked bonds (CAT bonds) that offer payouts when an
earthquake or tropical cyclone meets the predefined
criteria under the bond terms. These bonds facilitate
risk-transfer solutions to Bank’s clients using capital
markets, where the investors’ principal bears the
potential risk of disaster losses.”

The World Bank Treasury’s Capital at Risk Note
program has been responsible for a number of
catastrophe bond issuances to-date, bringing insurance
or reinsurance capacity from the capital markets to
sovereign countries in an efficient and fully-securitized
manner.

The World Bank also hints at the potential for its
sovereign disaster risk financing and transfer activities
to take on a more climate focus in some of the details
of the Action Plan.

The Bank says it will “Step up support to countries and
companies to address financial risks that arise from
both slow-onset and sudden-onset climate change
impacts.”

Adding, “The World Bank is helping countries
protect their populations through the Disaster Risk
Financing and Insurance Program (DRFIP). The
program provides technical advice and grant finance
to implement comprehensive financial protection
strategies, bringing together sovereign disaster-risk
financing, agricultural insurance, property catastrophe
risk insurance, and scalable social protection
programs.”

Both slow-onset and sudden-onset impacts of climate
change may be transferable using insurance-linked
securities (ILS) in the future, we’d imagine, especially
as access to private capital to support climate resilience
goals becomes increasingly important, making the
capital markets and ILS funds a key source of capacity
for this.

On top of these commitments to support member
countries’ ability to increase resilience to climate
change and climate-related disasters through financing,
including through the capital markets, the World Bank
also hints at how it could itself utilise risk transfer and
financing within its own activities.

The World Bank said that it will look to, “Include
climate and disaster risk screening in all World Bank
financing to identify short- and long-term risks to
development projects, policies, and programs.”

In addition, the World Bank said that all investments
and guarantees provided by its sister organisations
the International Finance Corporation (IFC) and
Multilateral Investment Guarantee Agency (MIGA)
will be screened for physical climate risk by the end
of FY23.

By screening its own activities for climate disaster
risk and identifying exposure within its projects and
programs, plus screening investments and financing
for physical climate risk, the World Bank could
identify a need for embedding climate risk transfer
into some of these projects and arrangements, both
to protect beneficiaries, but also to protect its funding
sources.

Which perhaps shows how the World Bank itself could
begin to use climate risk transfer in future.

Source: Artemis

High Court rejects BI test case appeal application

The High Court has today denied the Insurance Council of Australia’s (ICA) application to appeal a judgment in

the first test case on business interruption claim denials.

The NSW Court of Appeal last year ruled insurers
couldn’t rely on exclusion wordings citing the
Quarantine Act and subsequent amendments to deny
claims for COVID-19 related disruptions.

Legal representatives for insurers today presented
arguments to the High Court of Australia outlining
why an appeal of that decision should be considered.

ICA says it acknowledges the High Court’s decision to
deny special leave to appeal.

“While we are disappointed, this decision on the first
test case provides us with certainty and allows the
industry to focus on the issues to be resolved through
the second test case underway in the Federal Court of
Australia,” ICA CEO Andrew Hall said.

ICA says insurers will respond to affected customers
who have lodged business interruption claims on a
case-by case basis, but the vast majority of claims
will not be able to be finalised until further clarity is
provided by the second test case.
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That case will determine the meaning of policy
wordings in relation to the definition of a disease,
proximity of an outbreak to a business, and prevention
of'access to premises due to a government mandate, as
well as policies that contain a hybrid of these type of
wordings.

The second case is expected to be heard in September,
with any appeal likely to be considered in November.

Arab Insurance :
Bahrain

“We encourage policy holders who are considering
lodging a claim to contact their broker or insurer,
and make sure they are keeping all the necessary
paperwork,” Mr Hall said.

“Once finalised, insurers are committed to applying
the courts’ decisions in both test cases in an efficient,
transparent, and consistent way when assessing

claims.”
Source: Insurance News
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http://وجاء في التعديلات على القانون –الذي صدر في عام 1979- الواردة بنص المرسوم السلطاني رقم 44/2021 يوم الخميس الماضي، فصل أنشطة التأمين الصحي عن التأمين العام ليشمل التأمين ضد إصابات العمل، و التأمين على التكاليف الطبية والأدوية و جميع الخدمات و المستلزمات الطبية والعلاجية، والتأمين على الحوادث الشخصية بما في ذلك حالات الوفاة العرضية و العجز الدائم الكلي أو العجز الجزئي أو المؤقت.
كما فصلت التعديلات الجديدة أنواع التأمين العام بتخصصية أعلى مقارنة بها في القانون الصادر في 1979. فتم استحداث التأمين على الأخطار الالكترونية (التأمين السيبراني) ليغطي الأنظمة الالكترونية والشبكات والبرامج والبيانات من الهجمات الالكترونية. وإضافة تأمين الطاقة ليشمل منشآت قطاع النفط والغاز و المنشآت البتروكيماوية و غيرها من منشآت الطاقة.
بالإضافة إلى فصل “التأمين البحري والجوي والنقل” إلى ثلاثة أنواع وفقًا لطبيعة النقل لتصبح التأمين البحري، و تأمين الطيران، و تأمين النقل البري. إلى جانب أنواع التأمين الأخرى مثل التأمين على الممتلكات و المركبات وعلى المسؤولية.
وفقًا لنص المرسوم القاضي بتعديلات قانون شركات التأمين –المنشور اليوم في الجريدة الرسمية-، تم تقسيم أنشطة التأمين إلى ثلاثة أقسام، وهي العام، و الصحي، والحياة والادخار.
ويشمل القسم الثالث التأمين على الحياة من المخاطر نتيجة الحوادث أو الأمراض، وعمليات التأمين التي تتعلق بآثار الوفاة أو العجز المؤقت أو الدائم، و الكلي أو الجزئي. مع إضافة التأمين على الادخار الذي يشمل قيام شركة التأمين بدفع مبلغ أو مبالغ في تاريخ لاحق مقابل الاشتراكات التي يدفعها المنتفع من خدمة التأمين.

https://data.qanoon.om/ar/rd/2021/2021-044.pdf?_ga=2.191555426.936740007.1624524206-135318894.1624524206
https://www.cma.gov.om/Home/InsuranceReportFileDownlad/19
https://www.cma.gov.om/Home/InsuranceReportFileDownlad/19
https://www.cma.gov.om/Home/InsuranceReportFileDownlad/19
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https://blogs.worldbank.org/arabvoices/developing-disaster-risk-finance-morocco-leveraging-private-markets-sovereign-risk
https://blogs.worldbank.org/fr/arabvoices/developing-disaster-risk-finance-morocco-leveraging-private-markets-sovereign-risk
https://blogs.worldbank.org/arabvoices/developing-disaster-risk-finance-morocco-leveraging-private-markets-sovereign-risk
https://blogs.worldbank.org/fr/arabvoices/developing-disaster-risk-finance-morocco-leveraging-private-markets-sovereign-risk
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Disclamer:

The opinions expressed in the articles doesn“t reflect GAIF positions;

the statistics are the sole responsibility of the articles authors

Il el 89,3» A Cdugiud oyl pae d)gge
Ogabo 250 (34855 )ladiwed « Ll 89,5» dcgame W&
2022/2021 Jazall JWl el Y oLl i

bhss @895 Ol (Al Cauwedl gaaall dads desl oS
Juall JW! pladl IV LLudYl Alaaxe (§ lgad %25 (gais)
200 e bludl dus Oguke 250 i3 e 2022/2021
2021/2020 &l JWt el IMs a0 gale

Ol el blad 3 pengdll Bugind 821 0 dads JBy
Wb agty Gdly Gadl e daslll sl pae Jblse ddasd
S8 oo Juld Hlag Al 800 UM oneli)) Boen § LS
oo Hleall &Sl Gugrudy (bladl lia Jsli &l el
x> 85059 Dlan)l 8ueB guuwgs Bug s 51,3919 O luwgall
blusYl Abase

Sluel e AWl L6, Lell digg)l daslge AS)1 it
LAY duoyall Hblie ddasd abide kel optie
A«D&O» (W giwally (ppdall ddgiung

Basws)l oldasdl e L9 ASIY HUasYl el g
o lpns blad Jglp paxs ¢l ol o)l Llax) pascdy

2 Libasyls crelald ol aladl sles¥l ‘zgi) o oids LGS syl e a3 e¥GL s

oball Adegue e

2021/06/28 ssue 106 s 1.2]



