Disclamer:

The opinions expressed in the articles doesn“t reflect
GATIF positions; the statistics are the sole responsibility
of the articles authors

s ST 85501

GAIRENeWslettel

BLYI pe yoas dusgral dy93 858
opelil) gyl el sl dalse]

oe oty LGS el e sl SN s
e Sliliasly calall pyall alall slas¥l g,
JJLA.U 5‘._4.!55_4«6

Keep in touch with us on our new Email ~svad| dg AN o 0 lime Lolgd o sl

gaif@gaif.org

P

World Insurance & COVID-19

COVID-19 Will Impact Employee Health Benefits for Years to
Come: Mercer Marsh Benefits Study

Disruption to the delivery of healthcare and lasting changes to work patterns resulting from the COVID-19
pandemic will have a major impact on both the cost and design of employer-provided health benefits, according to

a new report by Mercer Marsh Benefits (MMB).

The sixth annual, MMB Health Trends: 2020 Insurer
Survey (formerly known as Medical Health Trends
Around the World survey), reveals that 68% of insurers
expect increased medical claims driven by COVID-19
diagnostics, care and treatment.

Insurers also said they expect increases in medical
costs to continue to vastly outstrip inflation in 2021. In
2019, insurers reported cost increases of 9.7%, which
was just under 3 times the rate of inflation. In 2020,
they expect a rise in medical costs of 9.5%, which is
roughly 3.5 times the inflation rate. For 2021, 90% of
insurers expect the trend to sustain or increase.
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Commenting on the findings, Hervé Balzano,
President, Health at Mercer and Mercer Marsh
Benefits International Leader, said: “COVID-19 has
had profound effects on all parts of society and the
economy, including healthcare. With an expected
rebound in elective treatments deferred during
lockdown, a rise in negative health issues related to
remote working and sedentary lifestyle, including
musculoskeletal and mental health issues, and ongoing
concerns about the long-term physical and mental
health implications of COVID-19, we expect medical
costs to continue to increase.”
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Mr. Balzano
continued: “In
order to meet the
new  challenges
posed by remote
working and
contain expanding
costs, companies
need to radically
rethink the range of
benefits they offer
their  employees
and the way in
which they deliver
them.”

The COVID-19
crisis has
highlighted the
fragility of current
employee benefits
systems, many of
which are paper

* MMB estimate from Q12020

Medical costs continue to outpace
general inflation by close to three

times based and cannot

Source: MMB Medical Trends Around | b€ accessed  or
the World managed remotely.
With many

employers now looking for benefit providers that
can offer additional benefits such as mental health,
preventive care, and an enhanced range of digital and
online services, insurers are increasingly looking to
broaden their suite of solutions.

The survey found an increase in the number of
insurers offering virtual health consultations, or
“telemedicine”, with 59% saying it was an active part
of their current approach to plan management, up from
38% in 2019. Furthermore, 55% of insurers now cover
preventive health initiatives, such as screenings, with
an additional 20% indicating they are experimenting
or have developed plans to initiate this within the next
24 months.

The survey also found remaining gaps in mental
health support, despite the increase in demand seen
during the pandemic. For example, virtual mental
health counselling is still not widespread, with only
one-third of insurers offering it globally while 32%
of insurers do not provide plans covering any mental
health services. This is despite the fact that in all
regions, insurers rate private, employer-sponsored
health care systems as more effective than public ones
in providing the needed prevention, diagnostics and
treatment of mental health disorders.

The report focuses on employer-sponsored health
programs in 59 countries, excluding the United States,
provided between early June and mid-July 2020. This
year’s report contains the annual quantitative medical
trends table, based largely on data provided by nearly
240 insurers, and added content beyond the financial
aspects of insurance coverage.

To read and download MMB Health Trends: 2020
Insurer Survey, please Click Here

Source: Marsh

(Re)insurance capacity could run out within the next three years:

Mumenthaler

The purpose of (re)insurance is to make the world more resilient - but when it comes to cyber and pandemics, the
industry cannot carry the risk by itself and will have to work with governments and other third-party organisations,
according to Swiss Re Group CEO Christian Mumenthaler speaking during a fireside chat at the SIRC 2020 RE-

MIND virtual conference.

Cyber risk — too big for insurance alone

While pandemic risk has hogged the spotlight for most
of the year, the shadow of cyber risk still looms large,
with bad actors or rogue states capable of launching
damaging cyber attacks that could even result in
human losses, given our dependence on technology.
“I’m not predicting it, but I think it’s likely that we’re
going to have some significant cyber losses in the next
10 years, at some stage,” said Mr Mumenthaler.

He cautioned that despite the effort and investment
the industry has put into understanding cyber better, it
remains a terrifying risk that does not fulfil all criteria
of insurability.

“It’s not a random event. It’s perpetuated by people,”
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he said. “And on the aggregation
side it’s a real challenge.”
Drawing parallels with

pandemic risk, he highlighted

certain cyber events that could

result in huge damages across
the world such as a virus or
breakdown of cloud-based
services, upon which people
have become reliant.

“There are certain tail risks that
are too big, in my view, for the insurance industry to
carry. We can carry a certain amount of risk, and we
are active in the market, but I think the capacity will

i

Mr Christian
Mumenthaler
CEO, Swiss Re Group
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run out within the next three years.”

Risk-sharing schemes in collaboration with
governments will be needed, he said, and governments
will need to think in advance about how they will
react to the biggest risks that cannot be borne by the
insurance industry to see how their strategy could
interact with insurance.

The ‘last risk’ trap

The biggest challenge with preventing or mitigating
risks is not identifying new risks. Mr Mumenthaler
pointed out that most risks that have materialised have
been identified and talked about by experts in the past.

“There are experts out there who know about the risk.
The biggest challenge is to translate that into policies or
risk mitigations before the risk has ever materialised,”
he said. “And that’s a huge effort for the human mind
because most systems, politicians and governments
tend to act on the last risk that has materialised.”

He brought up how in the past, resources had been
allocated to prevent certain risks that had just
materialised, such as how resources were spent to
prevent terrorism risk after the 9/11 attacks.

And even though the (re)insurance industry is able
to help governments better understand the risk
landscape and share their concerns, the ideal would
be for governments themselves to have a risk officer
within their inner workings to make sure resources are
allocated appropriately, rather than towards the last
risk that created an emotional response.

“By doing this more rational allocation of limited
resources, we could save tons of lives and a cover a
lot of economic damage,” he said. “But it’s a big ask
— going from managing the emotions to preventing
things, and I cannot over emphasise how difficult this
step is.”

Source: Asia Insurance Review

Global Commercial Insurance Pricing Increased 20% in Third Quarter

Global Insurance Market Index - 2020 Q3

Global commercial insurance pricing increased
20% in the third quarter of 2020, according to
Marsh’s quarterly Global Insurance Market
Index, a proprietary measure of global
commercial insurance premium pricing change
at renewal, representing the world’s major
insurance markets and comprising nearly 90%
of Marsh’s premium. The increase, the largest
since the index was launched in 2012, follows
year-over-year average increases of 19% in
the second quarter and 14% in the first quarter.

FIGURE

-3%

The average composite price increase of 20%
was driven principally by property insurance
rates and financial and professional lines.
Among other findings, the survey noted:

* Global property insurance pricing was up 21% and
global financial and professional lines were up 40%
on average, both greater than the increases reported
for the second quarter. Casualty pricing was up 6% on
average, a slight drop from the 7% increase reported
for the prior quarter.

* Composite pricing in the third quarter increased
in all geographic regions for the eighth consecutive
quarter.

* All regions, except Latin America (9%), reported
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Global Insurance Composite Pricing Change
SOURCE:MARSH
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double-digit pricing increases, led by the UK (34%),
Pacific (33%), and the US (18%). Pricing changes in
all regions were equal to, or greater, than increases
reported for the second quarter.

* Public company directors and officers (D&O)
coverages continued to see large increases. D&O
pricing in the UK and Australia was up more than
100%, while pricing in the US was up nearly 60%.
More than 90% of US public company D&O clients
experienced an increase.

To download full report, please Click Here

Source: Marsh
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Regional Insurance

Gulf Cooperation Countries
Tightening liquidity will hinder recovery of receivables, eroding
profitability

Insurers in the Gulf Cooperation Council (GCC) countries are more exposed than their European peers to the risk
of recoverability of their receivables over the next 12-18 months, as their counterparties’ liquidity tightens across
the region. This will lead to increased provisioning, exacerbating pressure on profitability and, in some cases, on
capital.

GCC receivables deterioration driven by deteriorating receivables from (re)insurers and intermediaries
( and i iary recei asap ige of ' equity

GCC insurers’ receivables are substantial. At YE —_— —n e
2019, the leading P&C insurers from each GCC
country reported receivables (i.e. sums that are owed
to them) equivalent to117% of shareholders’ equity,
far exceeding the 68% average for rated European
P&C insurers. Receivables from policyholders stood
at 45% of shareholders’ equity, broadly similar to T T b o

41% for European insurers. However, GCC insurers’ - v -
receivables from (re)insurers and intermediaries were
significantly higher at 72% compared with just 27%

Sources: Company inancial reparts and Moody s Ivestors Service

insurers will increase from the adoption of IFRS 9,
: which requires insurers to provide for possible future
for their European peers. dit loss in th firdt . od. includi
GCCinsurers' total receivables have deteriorated ?re 11': 0S8 lnt ¢ Very T rep()l:tlng perlo 4 ln.C u lng
Total receiable 25 ercentage of ey impairment losses on all receivables. The risk and
o —= —_— = == magnitude of the hit to profits is elevated for those
o . insurers that have opted to defer the adoption of IFRS

and will be making the transition over the next couple

0%

100%

. of years.

- Pressure on reinsurance and intermediary receivables
L o — tw————, Wwill also rise. Whilst receivables from reinsurers
o - — = mostly include exposures to some highly rated
Sorces Conpnfrarcleons oMo et e counterparties, GCC insurers also have exposure

to some non-investment grade and unrated names.
Furthermore, significant intermediary and inter-
insurance balances remain unreconciled and unsettled.
As liquidity tightens globally, we expect to see further
pressures on these receivables, leading to additional
requirements for provisions, which would weaken
profitability and capital.

Receivables from SMEs likely to increase faster.
As liquidity tightens in the GCC region, we expect
receivables from policyholders to grow, while at the
same time existing exposures continue to deteriorate
in quality, leading to increased provisions and write-
offs. This risk is more pronounced for insurers
serving small and medium sized enterprises (SMEs)
and corporate clients, as retail customers pay cash up To download full report, please Click Here
front. Furthermore, the hit to profits for the region’s
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Distribution digitale : Un chantier majeur pour le secteur gngisn s

L’étude qui est en train d’étre menée et intitulée la «Distribution
a I’ére du digital» s’inscrit dans cette optique. Financée par
I’ACAPS, cette étude associe les différents acteurs du secteur,
puisque figurent dans le comité de pilotage le ministere des
Finances, la Fédération marocaine des sociétés d’assurances
et de réassurance (FMSAR) et la Fédération nationale des
agents et courtiers d’assurances au Maroc (FNACAM).

«Nous attendons avec beaucoup d’intérét les conclusions de
cette étude pour pouvoir déployer rapidement le dispositif sur
la partie digitale», indique le patron de I’ACAPS. Cette étude
devrait étre finalisée d’ici la fin de I’année. Puis démarrera
un travail d’implémentation, notamment s’il y a des mesures
d’ordre réglementaire et/ ou opérationnel a prendre.

A ce niveau, deux sujets importants sont a mettre en relief,
dont le premier a trait a I’inclusion financiére. Selon Boubrik,
on ne peut prétendre vouloir distribuer des produits de micro-
assurance en ayant les colts d’un réseau classique. Raison
pour laquelle il faut ouvrir la distribution aux établissements
de paiement, opérateurs télécoms et utiliser le paiement
mobile dans le cadre des transactions, tout en simplifiant les
contrats et produits.

L’objectif est de favoriser la pénétration de I’assurance au sein

Companies News

g
des ménages qui ont des revenus plutot bas. Le second enjeu
a trait a ’innovation et la qualité de service, y compris sur les
produits classiques. «On ne peut imaginer dans 1’assurance
des opérations qui se traitent uniquement sur du papier, avec
des outils d’il y a 30 ou 40 ans», reléve-t-il.

Boubrik reste a ce titre convaincu que, dans I’assurance,
plusieurs produits peuvent étre largement digitalisés,
notamment 1’automobile, sans pour autant sacrifier les
intermédiaires. En cela, ces derniers doivent aussi s’adapter
en créant leurs plateformes et diversifier leurs revenus pour
ne pas dépendre uniquement que de la commission pergue des
compagnies d’assurances.

«A ce titre, nous sommes disposés a les accompagner en
proposant la révision de la réglementation pour lever les
obstaclesy», fait savoir le patron de I’ACAPS. Ainsi, les
intermédiaires peuvent avoir une vraie valeur ajoutée en
termes de conseil et d’accompagnement des clients, surtout
qu’il y a une bonne marge de progression, les ménages
marocains et les entreprises étant trés peu équipés en
assurances. «La digitalisation ne phagocyte donc pas le réseau
des intermédiaires. Et méme s’ils expriment des craintes, cette
digitalisation peut plutdt étre une opportunité pour eux de
développer leur business», conclut Boubrik.

Lire D’intégralité de I’Interview sur le site de La Finances
News

Source: Finances News
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The GAIF General Secretariat, mourns the
late:

Mr. Ahmed Hussein Khalil (Abu Shihab)

One of the pioneers of the Jordanian
insurance industry and founders of the
Jordan Insurance Federation (JIF) and the
Jordanian Unified Insurance Office,

Member of the Jordanian Association of
Insurance Companies,

Previous Member of the Board of Directors
of Jordan Insurance Federation (JIF),
Previous Vice Chairman of the Jordanian Insurance
Federation,

Previous General Manager of Jerusalem Insurance
Company

Who passed away on November 04" 2020
Our condolences to his family and colleagues

May his soul rest in Peace

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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