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Cyberattacks, Pandemics, Climate change... What Insurance
Solutions ?
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World Insurance

Discusses parametric insurance and its uses

Julian Ball, Head of Global Property and Political
Violence, UIB, discusses parametric insurance and its
uses, whether this can provide a solution to losses from
global warming and a cost comparison to traditional
cover.

To watch the video, please click here
—
B
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Source: Insure TV.
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Munich Re: Natural catastrophe losses soar in 2021

Natural disasters worldwide caused substantially higher losses in 2021 than in the previous two years, according

to Munich Re’s 2021 Nat Cat report.

Based on provisional data, Munich Re found that
storms, floods, wildfires, earthquakes, and other
extreme weather events destroyed assets totaling
US$280 billion in 2021, a dramatic increase from
US$210 billion in 2020 and US$166 billion in 2019.
According to the reinsurance giant, roughly US$120
billion of the US$280 billion total losses were insured,
which is up from $82 billion in 2020 and $57 billion
in 2019.

The USA accounted for a significant share of natural
disaster losses in 2021, costing around US$145 billion,
of which approximately US$85 billion was insured.
Both figures (total and insured losses) were significantly
higher than the prior two years, trumping $100 billion
total losses with $67 billion insured in 2020, and $52
billion total losses with $26 billion insured in 2019. The
extreme weather events that resulted in major losses in
the USA were tornadoes, tropical storms (particularly
during the Atlantic hurricane season), and deep freeze.

In Europe, torrential rainfall in July 2021 triggered
severe flooding that resulted in devastating losses in
local areas, particularly in western Germany. In the
affected regions, the rainfall caused by the low-pressure
system “Bernd” was the highest in over a hundred years.
In tributaries, such as the River Ahr in the Rhineland-
Palatinate, the deluge triggered flash floods that swept
away countless buildings and severely damaged
infrastructure, such as railway lines, roads, and bridges.
It also killed more than 220 people. Overall, the losses
came to €46 billion or US$54 billion, of which €33
billion (US$40 billion) was in Germany.

Relevant natural catastrophe loss events worldwide 2021 Munich RE =

Natural disasters caused overall losses of US$ 280bn
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In Asia-Pacific, losses remained modest, with overall
economic losses of US$50 billion, of which US$9
billion were insured (insurance gap 83%). The region
accounted for only 18% of overall losses and 7% of
insured losses, with the costliest natural disaster being
a severe flood in Henan Province in central China,
where many rivers, including the Yellow River, burst
their banks and hundreds of thousands of homes were
flooded. Overall losses in the Asia-Pacific region came
to some US$16.5 billion, with only around 10% of
these insured.

Ernst Rauch, chief climate and geoscientist at Munich
Re and head of the climate solutions unit, said the latest
disaster statistics are striking because some of these
extreme weather events are likely to become more
frequent or severe due to climate change.

“Among these are severe storms in the USA, including
in the winter half-year, or heavy rain followed by floods
in Europe. For hurricanes, scientists anticipate that the
proportion of severe storms and storms with extreme
rainfall will increase because of climate change,”
Rauch said. “Even though events cannot automatically
be attributed to climate change, analysis of the changes
over decades provides plausible indications of a
connection with the warming of the atmosphere and
the oceans. Adapting to increasing risks due to climate
change will be a challenge.”

Source: Insurance Business mag. & Munich Re
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Reinsurance rates need to catch up at June/July 2022 renewals

Reinsurance rates and pricing have more ground to cover at the important June and July renewal seasons in 2022,
as analysts and our sources all agree there 1s further catching up to do.

Reinsurance has often been cited as a squeezed middle,
between primary insurance and retrocession, mainly
because rates have been seen to accelerate first and
faster in primary business, while retrocession has often
outpaced treaty price rises.

That seems to have happened again at the January
2022 reinsurance renewals, with primary rates having
risen strongly through 2021, reinsurance only rising
on average by around 10% at the renewals (global
property cat), while retrocession was seen to rise faster
at an average of 15% or more.

As we’ve documented, primary catastrophe exposed
property insurance rates have been rising particularly
fast, with homeowners and commercial property
owners paying increases as high as 40%, sometimes
more.

In the retrocession world, some rates have risen by far
more than the 15% average we previously reported, and
as we explained, Howden’s data shows retro pricing is
now on average some 75% higher than in 2017.

Global property catastrophe reinsurance rates,
meanwhile, were measured to have increased by 10.8%
by Guy Carpenter based on its Index, while Howden
saw the increase as lower at 9%.

If we look back at Guy Carpenter’s Index, then property
catastrophe reinsurance rates are now only 30% higher
than they were at the bottom in 2017.

Compared to the 75% increase seen in retrocession
rates and pricing since 2017, it’s clear that reinsurance
rates continue to lag significantly behind.

Also of note, Howden’s retrocession rate-on-line index
shows rates in 2022 are almost back at their peaks
seen in 2009, while property catastrophe reinsurance
remains a whole 17% below the 2009 average.
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All of which suggests that reinsurance rates have more
catching up to do, in order to get them to a level that
sits better alongside higher primary insurance and
retrocession. With the alternative being that softening
is in order for primary and retro lines, which seems
very unlikely given loss trends, inflation and climate
risk concerns.

So, many of our sources are forecasting further
reinsurance rate firming at the all-important June and
July renewals, while for April’s renewals they anticipate
something closer to flat, albeit with some loss impacted
programs of recent years continuing to rise.

June and July are the critical ones, after another
significant global catastrophe loss year, which Munich
Re estimated as a $120 billion insured loss but with
the majority coming from the United States, where the
mid-year renewals focus, it seems likely the market will
at least attempt to hold the trajectory true and continue
firming, if not hardening.

While there is likely to be some pushback from primary
carriers, who already in many cases are feeling pain from
higher reinsurance costs, it is important to remember
that these primary players are largely expanding their
underwriting into the harder marketplace.

To read full article, please click here

Source: Artemis

Climate failure & social crisis dominate global concerns: WEF

A new report by the World Economic Forum (WEF) has identified climate failure as the foremost long-term
global risk, with societal divides, livelihood crises and mental health deterioration dominating the shorter-term
landscape.
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The WEEF’s Global Risks Report 2022 also found that
most experts believe a global economic recovery will
be volatile and uneven over the next three years.

This could widen the global income gap and result in
further tensions both within and across borders, the
report warns.

Such tensions risk worsening the pandemic’s cascading
impacts and complicating the coordination needed to
tackle common challenges including strengthening
climate action, enhancing digital safety, restoring
livelihoods and societal cohesion, and managing
competition.

Overall, only 16% of respondents to the WEF survey
felt positive and optimistic about the outlook for the
world, and just 11% believe the global recovery will
accelerate.

Most respondents instead expect the next three years
to be characterized by either consistent volatility and
multiple surprises or fractured trajectories that will
separate relative winners and losers.

To resolve these systemic issues, the WEF
recommends that global leaders must adopt a
coordinated multistakeholder response, even as room
for cooperation narrows.

In 2021, responses to public health crises resulted
in both successes and failures, largely based on the
readiness of governments to adjust and modify response
strategies according to changing circumstances, as
well as their ability to maintain societal trust through
principled decisions and effective communication.

For governments, analysts see balancing costs,
regulating for resilience, and adjusting data-sharing
arrangements to ensure sharper crisis management are
key to galvanizing stronger interaction between public
and private sectors.

And for businesses, the WEF urges better national-
level preparedness to help leverage opportunities in
areas such as supply chains, codes of conduct within
their industry, and inclusion of a resilience dimension
into workforce benefit offerings.

“Health and economic disruptions are compounding
social cleavages,” said Saadia Zahidi, Managing
Director, World Economic Forum.

“This is creating tensions at a time when collaboration
within societies and among the international
community will be fundamental to ensure a more even
and rapid global recovery,” Zahidi explained. “Global
leaders must come together and adopt a coordinated
multistakeholder approach to tackle unrelenting global
challenges and build resilience ahead of the next crisis.”

“Identify the most severe risks on a global scale over the
next 10 years”
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Source: World Economic Forum Global Fisks Percention Survey 2024-2022

Carolina Klint, Risk Management Leader, Continental
Europe, Marsh, also commented: “As companies
recover from the pandemic, they are rightly sharpening
their focus on organizational resilience and ESG
credentials. With cyber threats now growing faster than
our ability to eradicate them permanently, it is clear that
neither resilience nor governance are possible without
credible and sophisticated cyber risk management
plans.”

“Similarly, organizations need to start understanding
their space risks, particularly the risk to satellites on
which we have become increasingly reliant, given the
rise in geopolitical ambitions and tensions.”

Peter Giger, Group Chief Risk Officer, Zurich
Insurance Group, added: “The climate crisis remains
the biggest long-term threat facing humanity. Failure to
act on climate change could shrink global GDP by one-
sixth and the commitments taken at COP26 are still not
enough to achieve the 1.5 C goal. It is not too late for
governments and businesses to act on the risks they face
and to drive an innovative, determined and inclusive
transition that protects economies and people.”

The Global Risks Report 2022 has been developed
in collaboration with Marsh McLennan, SK Group
and Zurich Insurance Group, and academic advisers
at the Oxford Martin School (University of Oxford),
the National University of Singapore and the Wharton
Risk Management and Decision Processes Center
(University of Pennsylvania).

Source: Reinsurance News & WEF
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Prolonged inflation could weaken reinsurers’ credit profiles

Reinsurers’ credit profiles could be weakened if current
high levels of inflation persist as the world emerges
from the coronavirus pandemic, Fitch Ratings says in
a new report.

The reinsurance businesses that would be most affected
include long-tail lines, such as general liability, medical
malpractice and workers’ compensation, and excess-
of-loss reinsurance treaties with fixed deductibles.

Consumer price inflation (CPI) across Europe and the
US, the two most important regions for reinsurers, has
accelerated since 2Q2021 due to a sharp economic
rebound, loose monetary policy and supply chain
disruption

High inflation

Fitch’s base case is for high inflation to be short-lived,
but if inflation significantly exceeds expectations
over the next two years or more, reinsurers could face
margin pressure in their short-tail business lines and
reserve deficiencies in their long-tail lines.

Higher CPI is leading to higher claims inflation in

Impact of High Inflation on Reinsurance

Qualitative assessment of impact on margins and reserves

Short-term CPI spike Prolonged high CPI1

Soft market Hard market Soft market Hard market

Liability Neutral Neutral Extremely negative Very negative

Property Negative Neutral Very negative Negative

Specialty Negative Neutral Very negative Negative

Excess of loss Negative Neutral Extremely negative Very negative

Source: Fitch Ratings
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FitchRatings
reinsurers’ short-tail business lines due to rising repair
costs for buildings and vehicles. Reinsurance prices are
increasing accordingly but may struggle to keep pace
if high claims inflation persists, particularly if pricing
again becomes as competitive as it was in recent years.

A short-lived period of high inflation should not
materially affect reserve adequacy for long-tail business
lines, such as motor liability, workers’ compensation
or directors’ and officers’ insurance. The reserves are
long-term and we believe they already allow for a
relatively high level of future claims inflation.

However, if high inflation persists - or if reinsurers
start to expect it to persist — then reserve deficiencies
could arise on some long-tail business classes. The
profitability of workers’ compensation insurance in
particular could suffer if medical costs rise significantly
given that premium rates for this business line have

recently been flat or declining.
Source: Asia Insurance Review & Fitch

Will there be more insurance brokerage consolidation in 2022?

Consolidation in the insurance brokerage space is expected to continue at a rapid pace through 2022, following
a trend from the last 12 months where brokerage transactions drove the majority of announced insurance merger

and acquisition (M&A) activity worldwide.

PwC’s ‘Insurance Deals Insights: 2022 Qutlook’
projects “continuing consolidation in the insurance
brokerage space,” especially from private equity-
backed firms. This has resulted in “high multiples for
insurance brokerage targets [which] shows no signs of
stopping” in 2022, according to PwC.

Over the past few years, as the world has grappled
with the COVID-19 pandemic and related economic
challenges, the insurance brokerage space has proven to
be very profitable, lucrative, and resilient, according to
Mark Friedman, a partner in PwC’s Financial Services
Deals practice where he supports private equity and
corporate clients with transactions in the insurance
sector.

US Insurance M&A deal value and volume
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“When COVID hit, there was a brief disruption to
the overall capital markets, but certain sectors came
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out better and cleaner than others,” Friedman told
Insurance Business. “The insurance brokerage space
proved to be extremely agile through that period. We’ve
had conversations with private equity clients who have
said: ‘“Wow, of all the attention and intervention we
were playing in our portfolio, the least of our attention
and worries were focused on the insurance brokerage
sector’.

“Obviously, there are some concerns around this latest
COVID variant [Omicron], and whether we could end
up in another disruptive period for the market. But I
think companies are putting together contingency
plans, and the insurance brokerage space is continuing
full force ahead. We have very little concern [and we
expect] continued and increased interest in brokerage
consolidation.”

However, the market is hitting an “interesting inflection
point,” according to Friedman. The big four insurance
brokerages of Aon, Marsh, Willis Towers Watson, and
Gallagher are continuing to grow, however, the market
for mega deals is facing increased regulatory scrutiny,
especially in the United States.

A notable example of that was the termination of
the Aon and Willis Towers Watson merger, which
ultimately collapsed under pressure from the US
Department of Justice in the summer of 2021. However,
as PwC pointed out in ‘Insurance Deals Insights,’ that
unsuccessful merger did not stop Willis from moving
forward with the sale of its Willis Re operations to
Arthur J. Gallagher for US$3.25 billion. That deal
closed on December 01, 2021.

“I think it’s safe to say we won’t see many mega deals
in the insurance brokerage space [in 2022], but I think
the consolidation of mid-tier and smaller brokerages
will absolutely continue,” said Friedman.

“What could be really interesting in the brokerage
distribution space is we could see a wave of [PO [initial
public offering] activity. We’ve already seen some,
but there’s a number of players that have traded back
and forth between private equities, but due to their
growth - both organic and inorganic - I think they’re

Arab Insurance o
man

finding themselves at valuations that are probably more
suitable for the public markets versus another private
equity trade.

“As you get up the chain of value, the number of active
buyers diminishes significantly once you hit a certain
valuation threshold. Most private equities won’t take
on a deal, at least not on their own, in the US$10 billion
range. So, you start to get to that point where we’re
starting to see a lot more conversations around potential
capital raises through public markets versus through a
sale or flip to private equity.”

Brokerage valuations are increasing partly due to the
hard market conditions and rate increases in many
lines of property and casualty (P&C) and specialty
insurance. As Friedman pointed out, this is a tailwind
for the brokerage sector because rate increases tend to
equate to greater commissions.

“We’re also seeing disruption in terms of climate,
environment, and the weather, so companies are
definitely reducing retention levels and insuring more
because of those risks,” he added. “So, while you don’t
see much growth overall in premium, other than some
rate increases, we’re definitely seeing greater uptake in
insurance, just given some of the volatility and some
of the catastrophe events that we’ve seen over the last
decade.”

The PwC partner was very positive about the prospects
for insurance brokerage consolidation in 2022. He
called it a “very strong and competitive market” where
valuations continue to go up.

“We still see that arbitrage between what a larger player
is valued at in terms of multiple, versus some of the
smaller players with a dozen or so brokers,” Friedman
commented. “That’s still very much appealing, and
debt markets are still very competitive, rates are really
low, and lenders are eager to lend. Assuming all stays
in place, we definitely expect to see that trend [of
brokerage consolidation] to continue - albeit probably
less on the mega deal side, but more [mid-tier and
smaller brokerage] consolidation.”

Source: Insurance Business mag. & PWC
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Octroi d’agréments a deux sociétés pour ’activité Takaful

Le Conseil National des Assurances (CNA) annonce
que le marché des assurances en Algérie s’enrichit,
par ’octroi récent de nouveaux agréments, a la société
Générale Assurance Méditerranéenne « GAM » et a
la sociét¢ « CARDIF EL-DJAZAIR » pour ’activité
Takaful.

« Le dispositif relatif a I’assurance Takaful en Algérie,
mis en place par la Loi de Finances 2020, notamment
dans I’article 103 « autorisant les sociétés a exercer
les activités d’assurance sous la forme Takaful », a
¢té consolidé, en 2021, par le Décret exécutif n°21-
81 du 23 février 2021, fixant les conditions et les
modalités d’exercice de I’assurance Takaful. Ce texte
instaure un modéle flexible permettant 1’exploitation
de I’assurance Takaful soit par une société d’assurance
exercant, exclusivement, des opérations d’assurance
Takaful ou par I’ouverture de fenétres au sein d’une
société d’assurance exerc¢ant des opérations d’assurance
traditionnelles », indique le CNA.

La méme source précise que conformément a ’article
14 du décret exécutif n°21-81 du 23 février 2021, les
polices d’assurance Takaful sont soumises au visa prévu
par les dispositions de 1’article 227 de 1’ordonnance
n°95-07 du 25 janvier 1995, modifiée et complétée. La
demande de visa doit étre accompagnée d’un certificat
de conformité des produits d’assurance Takaful aux
préceptes de la Charia islamique, délivré par I’ Autorité
charaique nationale de la fatwa pour 1’industrie de la
finance islamique.

Le CNA rappelle que les dispositions de I’ordonnance
n°95-07 du 25 janvier 1995, modifiée et complétée,
relative aux assurances, sont complétées par un article
203 bis, qui précise que : les sociétés d’assurance
peuvent, également, exercer les opérations d’assurance

sous la forme Takaful.

L’assurance Takaful est un systéme d’assurance basé
sur un mode contractuel auquel adhérent des personnes
physiques et/ou morales appelées « participants ».
Les participants qui s’engagent a s’entraider, en cas
de réalisation du risque ou au terme fixé au contrat
d’assurance Takaful, procédent au versement d’une
somme a titre de donation, appelée « contribution ».
Les contributions, ainsi versées, permettent la création
d’un fonds appelé « fonds des participants » ou « compte
des participants ». Les opérations et les actes liés a
I’activité d’assurance Takaful obéissent aux principes
de la Charia islamique qui doivent étre respectés. Les
conditions et modalités d’application du présent article

sont fixées par voie réglementaire.
Source: Algerie Eco
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Le Maroc dans le Top 50 mondial de I’assurance

Les primes émises en affaires directes des assurances ont atteint 45,1 milliards de dirhams (MMDH) en 2020,
selon I’ Autorité de Contrdle des Assurances et de la Prévoyance Sociale (ACAPS).

« En dépit d’une conjoncture difficile marquée par
une crise sanitaire avec des impacts importants sur
’activité économique, 1’activité d’assurances a réalisé
une légere hausse de 1%, avec un volume des primes
émises en affaires directes qui a atteint 45,1 milliards
de dirhams, marquant un ralentissement par rapport a
la croissance enregistrée en 2019 (+8,6%) », indique
I’ACAPS dans son rapport annuel 2020 présenté
mercredi par le président par intérim de 1’Autorité,
Othman Khalil El Alamy., au Chef du gouvernement,
Aziz Akhannouch. Ledit rapport fait également
ressortir que la structure du chiffre d’affaires (CA) reste
dominée par les catégories « vie et capitalisation » et
« véhicules terrestres a moteur », qui ont drainé 71,7%
des émissions. En incluant les accidents corporels et les
accidents du travail, ce taux s’établit a 86,4%.

En termes de positionnement, le Maroc occupe
désormais le 49¢me rang a I’échelle mondiale, gagnant
ainsi une place par rapport a I’année 2019. Il a conservé
la 2eme place en Afrique derriere 1’ Afrique du Sud et
la 3¢éme dans le monde arabe aprés les Emirats Arabes-
Unis et 1’Arabie Saoudite. Le marché marocain de
I’assurance a affiché en 2020 un taux de pénétration
de 4,1%, ce qui lui a permis d’occuper le ler rang au
niveau du monde arabe et la 2éme position au niveau
de I’Afrique aprés 1’Afrique du Sud.

Par ailleurs, ’ACAPS précise que 1’assurance vie et

capitalisation a enregistré un léger repli de 0,3% avec
une collecte de 20,4 MMDH et ce, apreés plusieurs
années de croissance. L’épargne en dirhams a accusé
un recul de 1% a 16,1 MMDH, tandis que la collecte
sur les supports en unités de compte a affiché une
croissance a deux chiffres de 15,7% a 1,4 MMDH.

Au total, les produits d’épargne ont généré 85,7% de la
collecte « vie et capitalisation », soit 17,5 MMDH, en
stagnation par rapport a 2019. Pour sa part, 1’assurance
déces s’est contractée de 3,2% a 2,9 MMDH.

S’agissant des assurances non vie, elles ont enregistré
une augmentation de 2,2% par rapport a 2019, avec
des primes émises de 24,7 MMDH. Cette progression,
en temps de crise, n’a été possible que grice a
I’apport de la nouvelle garantie obligatoire contre les
conséquences d’événements catastrophiques et a la
bonne performance de I’assurance incendie et éléments
naturels (+311,6 millions de dirhams). Sans 1’apport
de la garantie des conséquences des événements
catastrophiques, ’activité¢ du secteur des assurances
aurait stagné en 2020.

Source: Info Mediaire
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