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Global Average Annual Insured Losses from Extreme Events in
Excess of $120 Billion, New Report from Verisk Finds

Analysis highlights key factors that contribute to increase in insured losses: the number and value of properties
exposed to risk, natural variability when losses occur, climate change, and man-made loss drivers

Verisk Extreme Event Solutions released its 2022 Global
Modeled Catastrophe Losses Report detailing key
global financial loss metrics based on its latest suite of
catastrophe models. Verisk (Nasdaq:VRSK) estimates
that on an annual average basis, catastrophes around
the world are expected to cause about $123 billion in
insured losses compared to an average of $74 billion in
actual losses over the past 10 years. This risk profile is
assessed using Verisk’s global suite of models, which
generate an industry exceedance probability (EP) curve
that helps put years with high insured losses — like 2011
and 2017 - into context.

“The most significant factor driving increased
catastrophe losses over the past few years is the rise
in exposure values and replacement costs,” said Bill
Churney, president of Verisk Extreme Event Solutions.
“Both are represented by continued construction in
high-hazard areas as well as high levels of inflation that
are driving up repair and rebuild costs. For this reason,
it’s important for insurers to regularly reassess their
exposures, particularly in the most vulnerable urban
and coastal areas. Updating the property replacement
values used in catastrophe modeling and other processes
helps to ensure a more informed view of risk.”

It is also important to consider the uncertainty and
natural variability associated with global catastrophe
losses. The current 5-year actual loss period has
immediately followed a 10-year period of lower levels
of loss highlighted by fewer loss-causing hurricanes
in the Atlantic basin. Far larger years of insured losses
can and will likely occur in today’s climatic conditions,
and while climate change is contributing to increased
catastrophe losses, it is to a lesser degree than the
growth in the number and value of exposed properties.

Verisk’s models estimate a more than 40% chance of
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Figure 1. Historical and Average Losses (Source: Swiss Re and Verisk)

experiencing a 5-year average loss in excess of $100B,
meaning the last 5 years should not be viewed as out of
the ordinary. Also, Verisk’s models show at least a 50%
chance of experiencing a single year in the next decade
with insured losses in excess of $200B.

“All catastrophes can contribute to losses, whether
they are a single major event, an aggregation of smaller
ones, or a combination of the two. As demonstrated by
this report, Verisk models are effectively capturing the
scale of recent losses, but also indicate that years of
more extreme losses are possible,” said Dr. Jayanta
Guin, executive vice president and chief research
officer of Verisk Extreme Event Solutions. “We
continue to invest in catastrophe models that provide a
global and comprehensive view of the complex nature
of risk today and of the near-present climate.”

The 2022 edition of the Global Modeled Catastrophe
Losses report bases its global loss metrics on Verisk’s
latest suite of catastrophe models, including updates
released during 2022 and updated industry exposure
databases (IEDs) around the world.

Source: Verisk
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JP Morgan confident that reinsurance pricing will increase in

2023

Analysts at JP Morgan are confident that the reinsurance market will show further hardening in 2023, despite

already seeing several years of prices increasing.

The report states that at the 2022 mid-year renewals,
the market saw some business unable to be placed
at all, particularly in lower layers on reinsurance
programmes. It adds that for the first time in many
years, there is a clear supply-demand imbalance.

At the annual Monte Carlo conference, the concluding
outlook on pricing was positive, says JP Morgan, with
all the reinsurers expecting further price increases next
year.

This was driven by industry large loss trends, suggests
the report, such as the Russia/Ukraine impact, elevated
levels of inflation, and the unexpected impacts of
climate change.

It states that, “While demand remains strong, capacity
is limited due to reduced equity because of higher
interest rates, FX impacts (EUR vs USD) and some
reinsurers reducing their risk appetite, particularly in
cat exposed lines.”

Munich Re estimates that traditional reinsurance
capacity will decline 8% year-over-year in 2022, the
first reduction since 2018.

The report adds, “Looking at the loss experience in

markets, 2022 has not been extraordinary overall but
we have seen some historically large losses in selected
markets. We expect that some of these events will
impact Q3 results which could offset the positive
effects of a benign Atlantic hurricane season so far.”

There are no industry loss estimates yet on Typhoon
Nanmadol, though JP Morgan expects these to emerge
in the coming weeks. A new note from Twelve Capital
says it is likely to cause losses high enough to attach at
least some higher-risk reinsurance programs.

The losses from Frances’s hailstorms in the summer
of 2022 have increased in size from €4bn in July to
€6-8bn by September, with the new industry estimate
suggesting one of the most significant losses of all time
in Europe.

JP Morgan anticipates that there will be further
hardening in 2023, as European pricing reacted to the
floods seen in 2021.

In addition, Australia has seen historical flood events
in 2022, which JP Morgan calculates as the costliest
event that Australia has ever seen, with the total loss
increasing around ~30% from July to September 2022.

Source: Reinsurance News

Cyber continues to top Travelers Risk Index

For the third time in four years, cyber threats have been found to be the top overall concern for business decision
makers, according to the 2022 Travelers Risk Index results.

Of the 1,200 survey participants, more felt that today’s
business environment is riskier compared to a year ago,
and more than half think a future cyber attack on their
company or organization is inevitable.

Cyber threats again were the leading concern, but other
issues were close behind, a change from 2021 when
cyber held the top spot by 6 percentage points.

This year, 59% of survey respondents said that they
worry some or a great deal about cyber threats, followed
closely by broad economic uncertainty, fluctuations in
oil and energy costs, the ability to attract and retain
talent, and medical cost inflation.

Big jumps were seen this year relating to concerns in oil
and energy costs and supply chain risks, due to current
geopolitical events and the serious obstacles businesses
and individuals are facing.

“Cyber attacks can shut down a company for a long
period of time or even put it out of business, and it’s
imperative that companies have a plan in place to
mitigate any associated operational and financial
disruptions,” said Tim Francis, Enterprise Cyber Lead
at Travelers.

“Effective measures that have proven to reduce the risk
of becoming a cyber victim are available, but based on
these survey results, not enough companies are taking
action. It’s never too late, and these steps can help
businesses avoid a devastating cyber event.”

Travelers argues that overconfidence in navigating
the evolving cyber landscape is causing a false sense
of security, with 93% of respondents stating that they
were confident their company had implemented best
practices to prevent or mitigate a cyber event.
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https://www.travelers.com/resources/risk-index

But when asked whether their company had taken
specific prevention measures, Travelers found that
the majority had not, with 64% not using endpoint
detection and response, 59% having not conducted
a cyber assessment for vendors, and 53% having no
incident response plan.

The cyber-specific concerns that stayed in the top two
spots were suffering a security breach or someone
hacking into a business computer system and a system
glitch causing a company’s computers to go down.

Meanwhile, becoming a cyber extortion or ransomware
victim moved from eighth position to third this year at
54%.

This year, 26% of survey respondents said their
company had been a cyber victim, with nearly half
of those (49%) reporting that the event had happened
within the past 12 months, and 71% having been a
victim more than once.

“Multiple cyber attacks might not be random — if you
were vulnerable before and don’t take appropriate
action as a result, you continue to be at risk,” Francis
added. “It’s important to take the prospect of a cyber
attack seriously and to put your company in position to
successfully manage a likely event.”

Source: Reinsurance News

P&C insurers see net income and policyholder surplus decline

Elevated loss activity and equity market volatility this year has led to a drop in net income and a decline in
policyholders’ surplus for P&C insurers, says AM Best’s new Best’s Market Segment Report.

The report says that the drop in net income and the
decline in policyholders’ surplus has occurred despite
a growth in premiums over 2021 and the first half of
2022. It says that like the broader P/C market, mutual
insurers also continue to face market challenges,
including rising inflation, supply chain shortages,
active weather events, and more costly reinsurance.

In the first half of 2022, the population of P/C mutuals
recorded negative net income following $12.0 of net
income in the same prior-year period, as well as a
$12.3m underwriting loss. These results followed a
year-over-year net income drop of 17.5% in 2021 and
additional underwriting losses.

At the same time, AM Best said that net premiums
written have continued to grow, as they have each year
since 2010. Net premium growth in recent years has
benefited from insurers placing a higher emphasis on
rate adequacy, particularly in the personal auto lines
as it has a disproportionate impact on the segment,
and increasing reinsurance costs, which have been
exacerbated by an elevated degree of weather-related

Markets’ Reports

events, specifically in the form of secondary perils.

Lauren Magro, financial analyst at the company,
said: “For the personal auto lines, the pandemic
created a favourable financial shock and considerable
improvement in incurred loss ratios in 2020. However,
in 2021, the loss ratio deteriorated by 8.6 percentage
points for private passenger auto liability and 16.5
points for auto physical damage, likely influenced by a
return to normal frequency and a rise in severity due to
inflation, supply chain pressures and labour shortages.”

The report notes that the homeowners’ loss ratio
improved in 2021, but the improvement was more of a
return to historically normal levels and was not enough
to offset the volatility in the personal auto line’s loss
ratios.

Atyear-end 2021, P/C mutual insurers’ surplus stood at
$422.3bn, a 10% increase from the end of 2020, aided
by positive equity market performance during the year.
However, at the midpoint of 2022, surplus has dropped
back to $381.3bn, largely negating the previous year’s

gain.
Source: Reinsurance News

BADRI Omani Listed Insurance Companies Performance

Analysis 2022-H1

The Omani insurance industry wrote a total of RO 250
million gross written premium for the period 2022-H1
(2021-H1: RO 222 million) which is a growth of 13%.
This can be partially attributed to the shift towards
selling an increasingly large part of the business online
along with improved relationships with brokers. The
insurance companies should expect to see further
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growth in the upcoming months with the launch of
mandatory health insurance.

As compared to the corresponding period of the
previous year, 2022-H1 saw an increase in the overall
loss ratio of the market. The Life loss ratio stood at
72% (2021-H1: 76%) while the non-life loss ratio
was 67% (2021-H1: 58%). This drastic increase in
the loss ratio for non-life business can be attributed
to the unsustainable price competition and significant
increase in motor claims as the claim activity restores
to pre-pandemic levels.

Half of the listed companies in the Sultanate of
Oman have recorded a deficit from their underwriting
activities. This is a direct result of the worsening loss
ratios. Moreover, the country’s geographic location
makes it highly prone to natural catastrophic events

Arab Insurance
Egypt

which has led to the increase in reinsurance pricing and
limitations on coverage.

With both underwriting and investment income
declining over the period, the overall profits before tax
have also dropped by 29%. Additionally, there has been
a significant deterioration in the Other Comprehensive
Income with most of the listed companies recording a
negative OCI.

The industry has thrived through the obstacles faced
during the pandemic. However, there are growing
concerns regarding a global recession and the steep
trend of inflation rates. Although there has been
improvement in certain areas, the future is expected to
be challenging.

To download full report, please click here
Source: BADRI
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https://api.iru.gov.kw/assets/post/post_116_814177c6d56a2f7f20418db1e3fff38f.pdf
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https://api.iru.gov.kw/assets/post/post_115_1250be6579b53183de9ce881475d0412.pdf
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Assurance automobile :
Casablanca

E-constat, I’application officielle des assureurs congue pour digitaliser et accélérer le traitement et le réglement
des sinistres auto, est activée. La solution démarre d’abord au niveau de la ville de Casablanca, phase dite «Sans
constat papier», avant d’étre déployée sur tout le territoire national.

Bonne nouvelle pour les clients et 1’écosysteme
assurance automobile. E-constat, I’application officielle
des assureurs congue pour digitaliser et accélérer le
traitement et le réglement des sinistres automobile,
est activée. La solution démarre d’abord au niveau
de la ville de Casablanca, avant d’étre déployée sur
tout le pays. Ce projet a été initié¢ par la Fédération
marocaine des sociétés d’assurance et de réassurance
(FMSAR), en collaboration avec 1’ Autorité de controle
des assurances et de la prévoyance sociale (ACAPS)
ainsi que les compagnies d’assurance et les sociétés
d’assistance. Pour cette phase «Sans constat papier»
au niveau de la ville de Casablanca, qui a démarré
fin septembre 2022, 1’e-constat permet de déclarer en
ligne les nouveaux sinistres automobiles, de saisir les
informations s’y rapportant, de télécharger et signer le
constat ¢€lectronique.

Les étapes de déroulement du processus commencent
avec I’¢tablissement de [’e-constat par 1’agent
constateur et prise des photos (géolocalisées et
horodatées) du sinistre sur I’application. Des outils sont
¢galement mis a sa disposition pour réaliser le croquis
correspondant a I’accident. Vient ensuite 1’étape de
la visualisation et la signature de 1’e-constat par les
parties, avant la déclaration de I’accident par 1’assuré
a son intermédiaire par le biais de 1’attestation de 1’e-
constat. A noter que les assurés qui ne font pas appel a
un agent constateur, continueront a utiliser le constat
amiable papier.

Pour activer ce chantier, des projets pilotes avaient

Arab Insurance Y

L’application e-constat activée sur

¢té lancés par la profession avant la validation du
processus global de la solution depuis I’arrivée de
I’agent constateur sur le lieu de I’accident jusqu’a
la réception du constat amiable par I’ensemble des
parties prenantes. Une premiere phase pilote de 4 mois
a ¢été ainsi organisée avec la participation de la CAT
(Compagnie d’assurance transport) comme site pilote
sur la ville de Salé. Les ajustements nécessaires ont été
apportés a I’application apres analyse des problémes
rencontrés sur le terrain par les agents constateurs.

Le retour d’expérience de ce premier site pilote a été
partagé avec les gestionnaires sinistres automobiles
des assureurs et les gestionnaires des prestations des
assisteurs. En février 2021, la Fédération a lancé le
deuxiéme site pilote sur une durée de 3 mois avec la
participation, cette fois, de I’ensemble des entreprises
d’assurances et de réassurance ainsi que des sociétés
d’assistance sur Casablanca. L’objectif de ce deuxieme
site pilote était de mieux tester 1’outil et le processus
global «de bout en bouty» avant sa mise en application
sur le marché.

Rappelons que le projet de I’e-constat a été dévoilé pour
la premiére fois a I’occasion de la seconde édition des
Rendez-vous de Casablanca de ’assurance organisée
en 2015 sous le théme de la distribution et de la relation
client a I’ére du digital. En marge de cet événement,
la FMSAR et la Fédération francaise des sociétés
d’assurance (FFSA) avaient signé une convention de
coopération pour le déploiement du e-constat au Maroc.

Source: Le Matin
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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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