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Germany floods “very likely” linked to climate change: Munich

Re’s Rauch

Ernst Rauch, Chief Climate and Geo Scientist at Munich Re, has said that events such as the recent catastrophic
flooding in Germany are “very likely related to climate change,” and are set to grow in both frequency and

intensity.

This week’s flooding has impacted many parts of
Central and Western Europe, including Belgium, the
Netherlands, and Switzerland, although Germany
remains the worst affected.

The event is poised to become one of the costliest
flood episodes on record, with re/insurance industry
losses expected to reach into the billions of Euros.

In Germany, hundreds of people are missing and more
than 100 lives have been claimed as rivers burst their
banks, with reports of severe damage to property.

And it comes on top of a prolonged stretch of severe
weather through the latter half of June, as storms
racked up an insured bill that could reach $4.5 billion,
according to Aon.

Weather conditions in June included thunderstorms,
hail and even a tornado that hit the Czech Republic,
with Germany, France, Belgium, the Netherlands and
Switzerland again among those that were heavily
impacted.

“We have observed a significant increase in damages
and damage frequency over the past decades in the

case of thunderstorms accompanied by local heavy
rain, hail or tornadoes,” said Rauch, commenting on
the recent flooding.

“There are clear indications that part of the growing
damage cannot be explained solely by socio-economic
factors, but is due to climate change,” he explained.

“The cause of the recent storms is a low pressure
system that hardly moves forward and constantly
brings new moisture. Such persistent weather patterns
are becoming more frequent and are very likely related
to climate change and in particular the rapid warming
of the Arctic. We have to assume that these damages
will increase in frequency and intensity.”

To combat the effects of climate change on natural
catastrophes, and to reduce the exposure of
governments and of the re/insurance industry, Rauch
stressed that the issues of prevention must become
much more prominent.

“In the long run, the expected increased damages
are much more expensive than if we start now with
prevention, which in the end will dampen the increase
in damages,” he concluded. source: Reinsurance News

Aon reveals new global catastrophe report

Impact Forecasting, which is the catastrophe model development team at Aon, has published its Global Catastrophe

Recap: First Half of 2021 report.

According to the 12-page document, worldwide
economic losses from natural disaster events in
January to June are estimated to be around US$93
billion. Global insured losses, meanwhile, stand at
approximately US$42 billion. Aon stressed that, as
losses continue to develop, these preliminary figures
will change.

“The first half of 2021 became the costliest first six
months of the year in terms of natural disasters for
the insurance industry since 2011, despite recording a
below-average number of events,” said Steve Bowen,
managing director and head of catastrophe insight on
the Impact Forecasting team.

“The most significant event was the prolonged
February freeze in North America associated with the
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Source: Reinsurance News

Polar Vortex that became the costliest winter weather-
related event ever recorded. The juxtaposition of
observed record heat and cold around the globe
highlighted the humanitarian and structural stresses
from temperature extremes.”

It was noted that the Polar Vortex-induced period
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of extreme cold caused 217 fatalities and an initial
insured loss of at least US$15 billion.

According to Aon, the first half was marked by fewer
event occurrences but was dominated by several large-
scale and high-impact events. There were said to be a
minimum of 22 separate billion-dollar events in the
period, only one of which was not weather-related.

Bowen stated: “As climate change continues to
amplify the severity of weather events, it becomes
more imperative to explore ways to better manage the
physical and non-physical risks that are more urgently
requiring actionable solutions.”

Source: Insurance Business mag. & Aon

Casualty shows its value as a diversifier

Global reinsurance capital unchanged through Q1: Aon

Reinsurers reported solid earnings in Q1 2021, with
Aon’s Reinsurance Aggregate ending the period with
an estimated combined ratio at 96.6percent, benefiting
from previous rate increases. Global reinsurance
capital remained flat compared to Q4 2020 at USD
650 billion. Alternative capital filled the USD 2 billion
dollar decline in traditional capital to end the quarter
at USD96 billion and USD554 billion, respectively.

June and July renewals saw momentum slow compared
to January renewals, especially for non-loss-impacted
placements. Capital inflow to the segment led to a
more level position between buyers and sellers for the
renewal reason. Contract terms continue to be a strong
focus given the market’s evolving response related to
communicable disease exposures since the start of the
pandemic.

In general, casualty is proving its value as a good
diversifier for reinsurers, especially given positive
primary rate movement in recent years. Casualty
placements achieved more aggressive insurer language
as a result of relatively ample capacity.

As the world emerges from the COVID-19
pandemic, several key longer-term regulatory
issues are likely to regain relevance in re/insurer

Regional Insurance

Exhibit 1: Global Reinsurer Capital
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Sources; Company financial statements / Aon Business Intelligence / Aon Securities Inc.

appetite and rating models. Prominent among these
issues is Environmental, Social and Governance -a
requirement of growing importance to central banks,
rating agencies, regulators and shareholders alike with
clear policy signals that disclosure and compliance
requirements for reinsurers are likely to increase.

Q2 global property catastrophe losses totaled USD36
billion, slightly above the median and below the
average of the last decade driven substantially by the
US winter freeze events causing an estimated USD14
billion of loss alone.

To download full report, please click here

Source: Aon

IFRS 17: An Enhanced Role for Actuaries

Setto go live in 2023, IFRS 17 is not just an accounting
standard but a change in stakeholder perspectives.
Actuaries and accountants have historically taken
different approaches for financial reporting. While
actuaries focus on reviewing reserve estimates to
ensure these are reasonable, accountants have been
more concerned with the bottom line. This is all set
to change. This post provides a quick recap of the
purposes of the Standard, covering the following:

* Transparency

» Comparability

* Correct and useful Information

In this article we focus on these three aspects from the
actuarial perspective and we focus specifically on the
role of an actuary in the GCC and how the purposes of

IFRS 17 dovetail with the role of the statutory actuary
in the GCC.

IFRS 17 in the GCC

The insurance market in the GCC is largely a General
Insurance market. Within the KSA and UAE the
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average market share of Motor and Medical Insurance
is in the range of 50% to 80%. The markets are
unevenly distributed in terms of premium with large
insurers in both markets claiming about 60% of the
market share. Insurers in this GI dominated market
have tended to take IFRS 17 less seriously due to the
short-term nature of contracts (Motor and Medical
insurance contracts usually having a term of only 12
months). With the conclusion of IFRS 17 Phase 3 from
SAMA in the KSA most insurers and Actuaries have
appreciated that the simplified Premium Allocation
Approach (PAA) is not so simplified. The table below
lists the type of reserves calculated for a GI insurer,
broadly classified into liability for remaining coverage
(LFRC as per IFRS 17) and liability for incurred
claims (LIC as per IFRS 17).

Table 1. Reserves calculated for General Insurance
(GI) companies

LIABILITY FOR LIABILITY FOR
REMAINING INCURRED CLAIMS
COVERAGE (LFRC) (LIC)
Unearned Premium Outstanding Claims
Reserve (UPR) Reserve
Deferred Acquisition Cost LS oSl
(DAC) Reserve (IBNR and
IBNER)
. Unallocated Loss
Unearned Commission .
Income (UCI) Adjustment Expense
(ULAE) Reserve
Additional Unexpired Risk
Reserve (AURR or PDR)

As a recap it is important to note that IFRS 17 lays
down the following measurement models for LIC and
LFRC.

Table 2. Measurement models for GI reserves

LIABILITY LIABILITY

IFRS 17 FOR FOR

APPROACH REMAINING INCURRED
COVERAGE CLAIMS

General

Measurement

Model (GMM)

or the Building YES YES

Block Approach

(BBA)

Premium Permitted

Allocation with certain NA

Approach conditions

Transparency

With increased transparency it must be possible for

management and shareholders to identify profitable
portfolios by year of origin. In a region where
calculation of combined ratios can be onerous at times,
due to non-availability of expenses split by LOB, the
transparency required by IFRS 17 seems a tall order.

Given that most insurers in the market write multiple
GI lines the issue of multiple groups within portfolios
is likely, hence the question of the “right actuarial
software” needs to be carefully considered.

Comparability

Comparability is not achieved without transparency.
To compare portfolios written between two insurers
the financials must contain relevant information
which is not possible without data. Therefore, we are
not just dealing with case estimates and reserves as
at a specific valuation date but cash flows, something
which is more familiar territory for Life actuaries.

Correct and useful Information

We then step forward towards correct and useful
information which will be provided in the form of
disclosures, a feat which is easier said than done.
To meet this onerous and cumbersome IFRS 17
requirement the following two aspects are key:

e Data

Key areas to look out for during IFRS 17
implementation include:

* Systems

* Expense allocations by line of business level seldom
exist at an adequate level of granularity. This will
certainly impact the calculation of profitability of
cohorts. Hence, this will be an important decision for
the stakeholders.

* A lack of adequate reinsurance data is an impediment
to reinsurance modelling. Where retention ratios are
sometimes employed by actuaries to determine net of
reinsurance provisions, this will now change, as IFRS
17 requires explicit reinsurance modeling.

* Risk adjustments are a key area that the GCC insurers
need to understand. Using approximations from other
jurisdictions is a useful starting point but far from what
is required. The differences from market to market
imply that risk adjustment approaches should be
customised to suit the local terrain as well as the risk
appetite of the Board. Insurers should look to develop
internal capital models to derive risk adjustment
factors representative of their portfolios. This is also
an area of local regulation where more focus is needed
on the importance of an Enterprise Risk Management
(ERM) function. It is expected the Companies with
well-developed ERM functions will be the forerunner
in IFRS 17 developments.

2020726 550 170 6] B



In closing, the changing regulatory and economic landscapes of the GCC market must be considered. Some GCC
regulators have been proactive in taking the lead whilst others have placed less importance on this for now.
The responsibility however lies with insurers, auditors and actuaries as practitioners to align for the sake of all
stakeholders.

It is important to understand the changes and the additional requirements of IFRS 17 to meet the requirements as

and when they become due.

Source: LUX Actuaries&Consultants

Arab Insurance United Arab Emirates

UAE health insurance: Residents shell out more as
‘comprehensive’ plans record 10-20% hikes in 2021

Buying an individual medical insurance plan is
turning out to be quite expensive for UAE residents,
as a combination of high demand and inflationary
increases keep pushing rates up.

In the first six months, a ‘comprehensive’ medical
plan would require the insured to shell out an average
Dh10,000 compared with Dh8,400 in the first quarter
of 2020. That’s a straight 20 per cent increase, which
many in the industry say is quite unprecedented. Even
‘basic plus’ plans are recording double-digit hikes,
with a policy costing around Dh1,150 on average
against Dh1,000-Dh1,050 early last year.

The only medical cover policies that have remained
unchanged are the ‘Essential Benefits Plan’, which
average between Dh550-Dh650. (These are typically
for those earning less than Dh4,000 a month, but these
days, many above that income stream are picking up
these plans.)

The increases on healthcare policies are not related to
the COVID-19 crisis. “Nothing materially has changed
with the terms and conditions post-COVID-19,” said
Avinash Babur, CEO at InsuranceMarket.ae. “Insurers
were required by the regulators to cover COVID-19
expenses last year, and there was also the decrease in
claims from elective treatments and outpatient visits.

“What has happened is that residents have responded
to the COVID-19 situation, and we are seeing a
big increase in the take up of upgraded and more
comprehensive medical insurance plans. This trend
has only accelerated.”

Constant pressure on medical costs

In a recent statement, the multinational insurance
brokerage Marsh had this stark warning: “The cost of
health and benefits plans is increasing rapidly. While
the pandemic meant saw costs dip slightly research by
Marsh shows that, on average, medical costs outpace
general inflation by almost three times.

“As we emerge from the pandemic, it is anticipated
that businesses will face a sharp rise in costs as the

cancellation of many elective procedures and a fall
in preventive and emergency treatment has led to
worsening health conditions in the immediate and
long-term.”

Insurance industry sources say the same applies to
individuals scouting for the right medical insurance
cover for their dependants. Of course, for the self-
employed as well.

No option but to trade up

Until the pandemic struck, many residents were
comfortable taking out the Dh550-Dh650 Essential
Benefits Plan for their non-working dependents.
At the time, these plans covered multiple options in
terms of network coverage — i.e., the places where the
insured could get treatment — and in the medicines
they could get. But recently, the health authorities
in have tightened that up, by reducing the number of
medicines available under a basic plan to around 900
from more than 2,500 earlier.

This meant that residents had to “trade up” on their
health insurance plans if they still wanted to buy
their regular medicines. The only other option was
to pay the full price out of their own pockets at the
pharmacies.

This is why the 10-20 per cent increase in medical
insurance plans is proving such a worry for residents.
But sticking to a bare minimum basic plan too has
downsides.

“Those covered by such plan will enjoy the “essentials”
of care,” said Babur. “But when it comes to what’s on
offer, this lower-cost option can prove “you get what
you pay for” in terms of freedom of facility choice and
contribution towards costs.

‘Other’ costs in a basic plan

“Basic plans usually carry a higher deductible - or
‘co-insurance’ - meaning that the insured has to pay
a higher share of the costs for each consultation. This

will be either as fixed amounts or percentages per
check-up, treatment, procedure or admission. These
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can mount up.”

Cover limits are also generally lower, which also
adds to the costs that the insured has to meet from
his/her income. Medicines and maternity are capped
with covers up to Dh1,500 and Dh7,000 and “within
these limits, the insured would be required to pay a
contribution such as 25 per cent,” said Babur.

“While pricing of these basic plans remains relatively
static year-on-year due to regulatory controls, the

cover they provide also remains the same with no real
enhancements. This means that the plan may not keep
pace with the changing needs of the insured.”

Which will immediately have them thinking of
‘comprehensive’ or ‘basic plus’. But this also the point
they will come across the 10-20 per cent increase on
these policies. At a time of the COVID-19, they will
have not much option but pay up.

Source: Gulf News
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Oman

Flooding spurs new calls for National Disaster Fund

& Insurance Pool in Oman

government and the wider economy Murtadha alL Jamalani Chairman — OCCI’s Finance and S

Insurance Committee

Losses: ‘The national economy continues to bleed
every time we are impacted by a natural disaster’
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The devastation caused by
thunderstorms to public
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infrastructure, commercial establishments and
residential homes in several parts of the Sultanate over
July 15 — 16 has revived calls for the urgent institution
of a National Catastrophe Fund & Insurance Pool
among other measures, to help the country cope with
the damaging effects of adverse weather.

“For want of a National Catastrophe Fund & Insurance
Pool, which we have advocated for nearly 15 years, the
national economy continues to bleed every time we are
impacted by a flood event of the kind that we witnessed
over the weekend,” said Murtadha bin Mohammed
Jawad Ibrahim al Jamalani (pictured), Chairman —
OCCT’s Finance and Insurance Committee.

These recurring insured and uninsured losses resulting
from natural disasters are hurting the government and
the wider economy,” he lamented.

Calls for the establishment of a special disaster fund
date back to 2007 in the aftermath of the devastation
unleashed by Tropical Cyclone Gonu, Al Jamalani
stated.

“Proposals have been made, meetings convened and
deliberations held, but a concrete decision by the
authorities concerned is still awaited.”

International experts meeting in Muscat in 2019 as part
of the government’s drive to promote Public-Private-
Partnership (PPP) ventures in the Sultanate had also
stressed the need for adequate insurance to secure such
investments from natural disasters, said the official.
“They warned that perils posed by catastrophes in
the form of insured and uninsured losses need to be
suitably addressed if infrastructure-based investments
in particular are secure and sustainable.”

Arab Insurance
Egypt

Adding urgency to the need for a National Disaster
Fund is the rising frequency and severity of adverse
weather events in the Sultanate, he pointed out. “The
government cannot afford to keep repairing and
rehabilitating roads and other public infrastructure
whenever disaster strikes.

Among the proposals championed by the insurance
companies through the Chamber is the rollout of a
nationwide zoning mapping initiative that calls for an
insurance premium to be charged on properties and
investments developed in areas prone to harm in the
event of adverse weather events.

Consequently, developments in the close proximity
of wadis, low-lying areas, rock and mudslides, and
unprotected waterfronts, are liable to pay a premium
under these zoning proposals.

“The government is required to work with insurance
companies jointly to come up with appropriate
financial strategies to enable protection to national
assets and safeguard the interests of all stakeholders
against natural and human catastrophes.

As disasters are fortuitous events, there is no time to
waste. Worse, if no action is taken by the authorities,
international reinsurance companies may, Sooner
or later, withdraw their support to local insurance
companies in coverage of Storm, Tempest and Flood
(STF) damage. We have seen the massive flood-
related damage in Europe last week. The insurance
and reinsurance market may revise their terms and
conditions in light of these serious developments.”

To read full article, please click here

Source: Oman Observer
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ICIEC’s focus on growing intra-OIC trade and investment

Saudi Arabia: With OIC membership currently
spanning 57 countries across Africa, Asia, Middle
East and Latin America, ranging from Indonesia to
Suriname, the Organisation of Islamic Cooperation
(OIC) is a grouping of countries containing diverse
economies in terms of structure and size. Amongst these
economies, significant volumes of trade and investment
flow, with potential for a substantial increase. The OIC
market also provides immense opportunities for trade
and investments, given its growing demographics.
The current combined population of OIC Member
Countries sits at 1.8 billion people. Recent reports
suggest that this number will witness population
growth across all age groups over the next 30 years,
with a crucial increase in the working-age population
of 15-64 years (see figure 1).

The current snapshot of intra-OIC trade and investments

In alignment with the growing opportunities in the
market, the share of intra-OIC trade has also been
growing in recent years, from 17.3% in 2011 to 19.6%

7%
[

in 2020 (see figure 2).

Although intra-OIC trade has been growing in recent
years, the current level of trade integration among OIC
Member Countries is still lower than is desired. At the
13th Islamic Summit held in April 2016 in Istanbul,
the Committee for Economic and Commercial Co-
operation of the OIC (COMCEC) adopted a New
Ten-Year Plan of Action to achieve a 25% intra-OIC
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Figure 2: Top OIC merchandise exporters, 2019
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Figure 3: Top OIC merchandise importers, 2019
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trade share by 2025. Currently, only 28 of the OIC’s
57 Member States have attained the target of a 25%
intra-OIC trade share.

ICIEC’s role in facilitating intra-OIC trade and
investments

ICIEC plays a crucial role in promoting intra-OIC
trade and investment through the strategic provision
of its insurance cover. ICIEC’s Documentary
Credit Insurance Policy, Credit Insurance Products,
Bank Master Policy, and other solutions bridge the

market failures that often inhibit intra-OIC trade
and investments. These instruments catalyze impact
for export sector development, Shari’ah compliant
financial sector development, and support member
country and human development.

In providing risk mitigation instruments and facilitating
access to trade finance, ICIEC supports exporters of all
sizes to grow their businesses and ultimately supports
Member Countries to prosper economically. ICIEC’s
presence in the financial market increases the capacity
of its partner financial institutions in OIC countries to
offer Shari’ah-compliant insurance services and access
to finance, further setting an example as the only
multilateral Takaful credit insurer.

Since its inception, ICIEC has insured USD 68.5
billion in imports and exports. In 2020 alone, the
Corporation insured USD 4.47 billion of intra-OIC
trade. ICIEC’s insurance enables Member Countries
to import strategic goods such as food, export products
that generate foreign currency revenue for the country
and strengthen strategic sectors through infrastructure
development. ICIEC’s insurance, which helps to
catalyze intra-OIC trade, is also critical for assisting
Member Countries in reaching the 25% intra-OIC trade
target set by COMCEC for 2025, thereby enhancing
regional economic integration and resilience.

Looking ahead, ICIEC is continuing to expand its
operations in OIC Member Countries to strengthen
intra-OIC trade. ICIEC has also instituted several
initiatives to support the least developed Member
Countries to participate more effectively in trade.

To read more details, please click here
Source: ICIEC

Life insurer La Marocaine Vie plans to widen customer base for unit-

linked products

Morocco: Insurance turnover in Morocco grew by
14.4% to MAD7,458.9m ($832m) in the first four
months of this year, compared to the corresponding
period in 2020.

Sales of unit-linked products also recorded strong
growth, with growth of 12.6% to MADS578.8m in
the first four months of this year compared to the
corresponding period in 2020.

In a recent interview with Finance News Weekly, Mr
Taoufik Lachker Hidara, deputy CEO of La Marocaine
Vie, pointing to these trends, said, “More and more
savers, no doubt looking for diversification and surplus
returns, bet on unit-linked products.”

Savings business

He said that La Marocaine Vie has high targets for its
savings business. He added, “We are convinced that
there is real market potential that has not yet been
exploited. We are also convinced that citizens are more
and more sensitive to prudent savings in the event of
a hard blow or to finance goals such as education and
retirement.

“Beyond tax advantages, we must therefore respond
to a need, increasingly expressed by our clients, to
protect their loved ones and prepare for the future.”

La Marocaine Vie plans to expand sales of unit-linked
products. The insurer aims to broaden its savings
product offerings, currently designed primarily for
high net worth clients. It is studying the possibility of
broadening the target customer base, by adapting its
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offerings.

Discussions are also taking place with ACAPS and the
Moroccan Federation of Insurance and Reinsurance
Companies to change the regulations so as to expand
the range of eligible assets for investment by funds
raised from unit-linked products.

2020 performance

Mr Hidara also said that the insurance market in
Morocco had feared a downturn in business at the

start of the COVID-19 pandemic last year. However,
insurers did not see mass redemptions.

Retirement savings activity showed resilience, and the
annual premium volume in 2020 was about the same
level as that in 2019, he said.

Data from the Insurance and Social Insurance
Supervisory Authority (ACAPS) show that total life
insurance premiums stood at MAD20,420m in 2020
compared to MAD20,464m in 2019.

Source: Middle East Insurance Review
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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
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