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World Insurance & COVID-19
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Sigma 2/2021 - Emerging markets

The drive for sustainable retirements in an ageing world

Emerging markets worldwide are ageing fast. By
2050, these nations will be home to almost 80% of the
world’s population aged 65 and above. Yet on average
only about 30% of their workers are covered by any
sort of formal retirement income scheme. As their old-
age-dependency ratios (the population above 65 years
old relative to the working-age population of 15 to
64 years old) rise above the global average, emerging
markets are at risk of “growing old before they grow
rich”.

Old-age dependency ratios in 2020 and 2050F,

emerging and advanced markets
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Note: Bubbles refer to size of population ages 65 years old and above. Unfilled bubbles show 2020 actual data and filled bubbles are 2050 foracast data.
Source: United Nations. Swiss Re Institute

The COVID-19 crisis is making it harder to provide
the pensions governments have promised, by stressing
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fiscal positions and increasing the likelihood of lower
interest rates for longer.

Emerging markets pension savings gaps per worker in
USD, 2019 values
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Source: Swiss Re Institute

Our research estimates the pension savings gap for
emerging markets’ working populations at USD 5.4
trillion for every year of post-retirement living. This
sums to USD 106 trillion over all retirement years,
or three times emerging markets’ total GDP — as high
as estimates for major advanced markets. Per worker,
we estimate the pension savings gap per worker at
about USD 40 000 over full retirements. This ranges
by country from less than USD 9 000 per worker for
Indonesia to more than USD 230 000 in Poland.
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Insurance protects against disruptions to pension
savings and retirement income

Working life Retirement life

Personal asset accumulation
with insurance

Stable retirement income

with insurance

Volatile/reduced
retirement income

Reduced
pension savings

@ ® 0 o o
Market risks Morbidity risks Mortality risk Market risks Longevity risk Long-term care risk
Low interest rates, Sickness, The deathofa Low interest Pension pressure Expenses that
volatility, critical illness, breadwinner rates, volatility, from longer life quickly deplete
inflation risk disability inflation risk expectancy savings in older age

Note: illustrative.
Source: Swiss Re Institute

Individuals will increasingly need to make their own
funding arrangements for retirement, but mortality,
morbidity, financial market and longevity risks
all have the power to disrupt their ability to save.
Assurance and protection insurance, including life,
medical, disability and critical illness covers can
support smoother accumulation and decumulation of
assets over a person’s financial lifecycle. We consider
innovative insurance solutions providing flexible,
responsive covers that adapt to changing needs.

Insurers also have an essential role to play in
increasing pension system sustainability through
strong partnership, complementing public provision
with private insurance protection.

The emerging markets pension savings gap

Pensian funding nead Pension funds avallabla Pansion savings gap

Sum of mandztory Retun on pension funds
- (and voluntary} = andaccumulated savings Pension savings gap
contrbutions during warking years

“The shortfall in saving for adequate and sustainable
retirements cannot be bridged solely by government
resources. Strong partnership between the state, the
private sector and individuals will be key,” Jerome
Jean Haegeli, Group Chief Economist, Swiss Re, says.

Further key takeaways from this, our annual emerging
markets study, include:

* In emerging Asia, we estimate the pension savings
gap at USD 3.8 trillion per year, or a cumulative USD
74 trillion over workers’ retirements, a reflection of
large working populations in the economies of India
and China.

* Emerging Europe has a pension savings gap of
USD 663 billion annually, accumulating to USD 13.5
trillion over full retirements, but individual countries
have high per-worker pension savings gaps.

* In Latin America, the USD 514 billion pension
savings gap per year sums to a cumulative USD 10
trillion over all workers’ retirements. Brazil has the
largest pension savings gap per annum at USD 180
billion.

* Protecting individuals as they grow wealth to fund
more of their own retirements is crucial. The pension
savings gap illustrates the scale of the opportunity
for insurers to provide cover for morbidity, mortality,
market and longevity risks to help individuals
accumulate and decumulate personal retirement assets.

* For lifetime mortality and health risks combined,
we estimate the premium potential for insurers in
emerging markets at more than USD 700 billion in
2020.

* Public-private partnership (PPP) can help to secure
emerging markets’ future retirement needs, for
example by embedding life insurance into public
pensions to drive up mortality protection coverage.

To get the publication, please click here

Source: Swiss Re
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July 2021 reinsurance renewal trends

Emerging Equilibrium: Willis Re 1st View
Reinsurance rate increases continued for most major lines and territories during the 1.6 and 1.7 renewal period;
however, in many cases reinsurers had to accept firm order terms below their initial quotes.

Issued three times a year, this publication delivers the
very first view on current market conditions within the
reinsurance industry, covering the changes in pricing
levels and conditions experienced by Willis Re brokers
and product experts.

Key findings
* Reinsurance rate increases continued for most major
lines and territories during the 1.6 and 1.7 renewal

period; however, in many cases reinsurers had to
accept firm order terms below their initial quotes.

*Reinsurers’good Q1 results, generally low catastrophe
losses, rising underlying reinsured premium volumes,
positive investment trends, and the strong economic
recovery from COVID-19-related economic pressures

together moderated rate increases, despite reinsurers’
best efforts to maintain pricing momentum.

* Capacity overall remained more than sufficient to
meet demand, but reinsurers resisted the temptation to
compete for top-line revenue, so capacity for poorly
performing classes was constrained.

* Concerns over inflation and COVID-19 related loss
developments had no impact on pricing with flat or
modestly rising rates for property renewals.

* Momentum continued in the catastrophe bond
market, which saw around US$6 billion of new issues
in the second quarter of 2021, outstripping all new
catastrophe bond capacity issued in 2019.

To download full report, please click here
Source: willis Re

Pandemic BI dispute exposes insurer expectation mismatch:

Moody’s

Recent disputes between insurers and policyholders over the scope of coronavirus-related business interruption
(BI) policies have highlighted the dangers of a mismatch between insurers’ expectations and those of their

customers, says Moody’s.

Therating agency is predicting that EMEA insurers will
need to focus on product innovation and risk prevention
in the wake of the pandemic, after controversial issues
such as BI coverage showed that many firms were
falling short of customer expectations.

A related challenge for the industry is how to meet
customer demand for protection against risks that are
becoming more difficult to insure, while also reducing
the existing protection gap between total and insured
risk, analysts noted.

Moody’s expects this challenge to grow significantly
over the next 30 years as rising physical climate risk
makes it increasingly expensive to insure properties in
certain regions.

Similar considerations apply in the area of cyber risk,
where Lloyd’s of London estimates that over 90% of
losses in a severe cyber stress scenario would not be
covered by insurers.

These issues will likely take centre stage for European
insurers now that the majority have passed through the
worst of the COVID crisis relatively unscathed.

Other areas that will command attention include the
customer shift to digital channels, and a possible

increase in M&A activity as some insurers seek to
adapt their business models.

“Pandemic-related lockdowns have encouraged
customers to interact digitally with their insurers,
and we expect many to stick to these new habits,”
Moody’s stated. “Insurers that are slow to adapt risk
losing ground to proactive peers, or to technologically
savvy new entrants. Increased reliance on technology
will increase the sector’s exposure to cyber risk.”

At the same time, coronavirus-related interest rate
cuts have increased asset risk, and put insurers under
pressure to enhance their portfolio yields by investing
in lower-rated securities and illiquid assets.

And the experience of a global pandemic has also
heightened concern over climate change and social
risks, in particular those association with claims
amplifying litigation, which will likely support
commercial P&C price increases through 2021.
On the climate side, Moody’s expects re/insurers
to redouble their efforts to limit their climate risk
exposure, following an intensification of policy action
to rein in carbon emissions and a growing regulatory
focus on the financial risks of climate change.
Source: Reinsurance News
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Regional Insurance

Badri Management Consultancy

Medical Newsletter - The Vitals 10 - June 2021

The GCC insurance industry continues to witness
the rise in gross written premiums in line with the
implementation of mandatory insurance coverage,
evolving regulatory framework, and infrastructure
development. However, growth has subdued in recent
years amidst constrained fiscal, business, and consumer
spending, and above all the historical Pandemic.

“The Vitals” edition for this quarter briefly analyses
the status of Mandatory Health Plans in the GCC

Arab Insurance =
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region and Average Costs of Top Diagnosis has been
calculated tier-wise. Among the top diagnosis, Type 2
diabetes has the highest average cost in each tier.

Furthermore, the scope of a unified drug list and the
practices to limit Fraud, Waste, and Abuse in the
region have also been discussed in this edition.

To get this edition, please click here

Source: BADRI

OCCI proposes creation of National Health Council

Chamber moots introduction of hospital rating system; Establishment of new Central Reinsurance Company via

Public-Private Partnership (PPP) route

The Oman Chamber of Commerce and Industry
(OCCI) has proposed the establishment of an
autonomous, high-level agency to assist the Capital
Market Authority (CMA) and Ministry of Health in
the effective regulation of the health insurance and
healthcare sectors when health coverage become
mandatory for private sector employees and visitors
to the Sultanate.

The proposal is part of a list of recommendations made
by the Chamber to the sector regulator, the CMA,
aimed at underpinning the growth and sustainability of
a robust economic industry around insurance services,
notably by ensuring liquidity and effective cash flow.

Also notable is a recommendation for the creation of
a National Central Reinsurance Company (NCRC)
as a Public Private Partnership (PPP) initiative to
support, among other objectives, premium retention,
cash flow management and foreign currency inflows
into the country. Separately, the Chamber has called
for the introduction of a classification system covering
all private hospitals in the Sultanate — a scheme that
would allow for healthcare tariffs and prices to be
structured based on their grades.

The recommendations come on the heels of last week’s
Royal Decree amending the Insurance Companies
Law and Takaful Insurance Law as a prelude to the
implementation of Mandatory Health Insurance
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(Dhamani) in the Sultanate. When it eventually
comes into force, licenced insurers are required to
run their healthcare insurance business professionally
independent of their other insurance activities — a
move that recognises healthcare insurance as the
new dominant stream of the insurance industry. The
measure will also help attract new players into the
Insurance and healthcare sectors in the Sultanate.

While many of the key regulatory, technical and
administrative components necessary to sustain the
Dhamani scheme are essentially in place, missing
from the picture is an agency with responsibility for,
among other things, setting criteria to ensure fair and
competitive pricing of hospital services, according to
a high level official of the OCCI.

“We had conveyed through the
Economic Committee at the Majlis
Ash’shura  the importance  of g
constituting an independent national
agency, on the lines of a National
Health Council, to strengthen overall
supervisory  oversight of health
insurance services when coverage
becomes mandatory”, said Murtadha
bin Mohammed bin Jawad al Jamalani,
Chairman of OCCI’s Finance and
Insurance  Committee.

Murtadha al
Jamalani
Chairman of

OCCT’s Finance

and Insurance

Committee

Cost-competitive sector

The National Health Council, the official explained,
will primarily assist the sector regulator — the Capital
Market Authority (CMA) — in making informed
decisions, particularly with regard to the pricing
and standards of healthcare products and services
provided by clinics, hospitals, diagnostics centres and
pharmacies.

Speaking to the Observer, Al Jamalani pointed out
that most advanced economies of the world already
have an independent and financially autonomous body
performing this function with the goal of sustaining a
fair, competitive and sound health insurance practices
industry. Examples include the National Health
Service (NHS) of the UK, Saudi Health Council of
Saudi Arabia, National Council of the Netherlands,
National Health Council of the USA, and so on.

A key part of its remit is to provide sound advice on
equitable and cost-competitive pricing of medical
services provided by private healthcare institutions
that are, while market-driven, also suitably structured
to meet the vital healthcare requirements of the target
population. This is also imperative from the standpoint
of the Omani government’s prioritisation of quality
healthcare for the general population, he said.

Significantly, the Chamber’s proposals underscore
the health insurance segment’s growth into the
biggest insurance class in the Sultanate. Gross written
premiums totalled RO 155.193 million in 2020,
representing 33.3 per cent of total gross premiums
collected across all insurance classes. Health insurance
gross claims amounted to RO 120.749 million for
the year, accounting for 41.7 per cent of total gross
claim for the insurance sector. The Claims Vs Gross
Premium ratio was 77.8 per cent for the year.

Contrary to the widely held notion, hospital treatments
for victims of road accidents are covered by motor
insurance, which is mandatory in the Sultanate, and
not by healthcare coverage. Injuries, disabilities —
partial or permanent — and death compensation are
covered by the motor insurer.

In 2020, the motor insurance class of business posted
a gross written premium of RO 113.364 million,
accounting for a 24.3 per cent share of total gross
premium for the year. Total gross claims amounted to
RO 67.728 million, representing 59.7 per cent of the
total gross claim for the insurance sector. The Claims
Vs Gross Premium ratio was 23.4 per cent for the
insurance class.

The dramatic rise of the health insurance class attests
to the importance accorded by the government to the
healthcare sector in general, Al Jamalani stresses. “In
the Vision 2040 strategy for the country’s long-term
development, healthcare is seen as a fundamental
right of the people — a responsibility shared equally
by the government and private healthcare sectors.

Finding the right balance between the market players,
on the one hand, such as the hospitals and insurers, and
consumers, on the other, is imperative. The hospitals
and insurers want a good return on their investment,
while the consumers want good services at reasonable
prices — a balance that the proposed National Health
Council will try to achieve in conjunction with the
CMA”, he explained.

Thus, as an agency mandated to ensure the equitable
nature of health insurance services for the general
public in the face of competition for maximum
profit and high dividends by the private players, the
proposed National Health Council should be headed
not by the Ministry of Health, but the Ministry of
Social Development, the official noted. In line with its
mandate, the Council should also have representatives
from the CMA, Ministry of Health, Royal Oman
Police, Ministry of Labour, Ministry of Finance and
OCCI, he said.

Rating system

Al Jamalani also made a plea for the introduction of
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a system of rating hospitals and private healthcare
institutions to help support the formulation of a tier-
based tariff system for medical services.

“By rating hospitals akin to the system of grading
hotels and restaurants, the Council can propose a
price band for a specific type of treatment or service
provided by a certain grade of institutions. This is
indispensable to the goal of combating the potential
for price gouging by service providers.”

In addition to buttressing the health insurance industry,

the proposed Council will also contribute to ensuring
its sustainability and stability in the face of structural
challenges currently inherent in the sector, according
to the official.

“If you look at the insurance sector in Oman, you
will find a rather disparate sector made up of around
11 national insurers and nine foreign companies, in
addition to one specialised reinsurance company
(owned jointly by local and foreign players) and
handful of third party administrators (TPAs).

Source: Oman Observer
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SAA 2020: Resilience and Positive Results

Algeria: The General Assembly of the National
Insurance Company SAA-Spa, was held on June
20, 2021, under the chairmanship of the Minister of
Finance.

The Assembly approved the company’s social
accounts for the financial year 2020 with the following
aggregates:

- A turnover of 27 billion dinars,

- compensation of 13 billion dinars,

- investment income of 2 billion dinars,
- A net tax result of 2,6 billion dinars,

- A return on capital of 8,8 %,

- A combined ratio 0f 93,4 %,

- A Solvency Margin of 40 Billion Dinars, covering
9 times the minimum required in terms of technical

supplies.

These performances have been the work of the
company’s staff and management, in a difficult context,
spawned especially by the Covid-19. pandemic.

They are also the result of active support from the
Board of Directors and the social partner.

The company’s portfolio diversification strategy and
the developed approach to modernizing management
and client service process have also fostered these
results.

The SAA intends to continue, with determination, its
transformation efforts to address current and future
issues, and to live up to the trust shown by its many
clients and partners, whom it would like to thank
strongly.

Source: SAA page on Facebook

Saudi Re partners with RMS to enhance catastrophe modeling

capabilities

Saudi Arabia: Saudi Re and RMS, the world’s leading
catastrophe risk solutions company, announce a new
agreement with Saudi Re adopting RMS models and
services for a more comprehensive view across the
Asian market. The agreement will enable Saudi Re
to enhance risk analysis across multiple geographies
including India, China, and the Philippines. Saudi
Re continues to grow its activities and client base in
the Asian market, and is further enhancing its ‘in-
house’ capability of assessing risks particularly in this
expanding region.

“Our clients know and expect the best insights, service
and quality from Saudi Re,” said Fahad Al-Hesni,
MD-CEO at Saudi Re. “The new agreement with
RMS will help ensure the continued delivery of these
standards, through applied use of leading science and

technology. Being the first to acquire RMS models in
the Saudi and Gulf Cooperation Council (re)insurance
market, we expect that our use of RMS models under
this new agreement, will increase value, and ultimately
profitability, to all our global clients when managing
their risk.”

RMS EVP Client Development Pat McCarthy said,
“We are honored to be working with Saudi Re. With
this deal, the reinsurance and insurance markets in
the Middle East and Saudi Arabia are able to take full
advantage of the latest science and technology to help
navigate the evolving risk landscape. Our continued
investment in our models and services aims to give
Saudi Re full confidence that it will be in the best
position to proactively support their own clients and

goals.”
Source: Saudi Re’s website
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Holmarcom Insurance Activities s’allie a IFC pour se développer au

Maroc et en Afrique

Morocco: Holmarcom a conclu, mardi 29 juin, avec la
Société financiére internationale, membre du groupe
de la Banque mondiale, un partenariat en vertu duquel
cette institution acquiert une participation minoritaire
dans «Holmarcom Insurance Activities», a hauteur de
450 millions de dirhams (50 millions de dollars).

A l’issue de cette opération, le groupe restera détenteur
d’une participation largement majoritaire dans le
capital de la holding, précise un communiqué.

Sous réserve d’obtenir les autorisations réglementaires,
I’arrivée d’IFC dans le tour de table de «Holmarcom
Insurance Activities» a pour objectif d’accompagner les
fortes ambitions de croissance du groupe Holmarcom
dans le secteur de 1’assurance, aussi bien pour renforcer
sa position au Maroc, que pour développer sa présence
dans les marchés subsahariens majeurs.

«Nous sommes fiers de nous allier a une institution de
développement du calibre d’IFC. Ce partenariat nous
conforte dans les choix stratégiques de notre groupe
et vient consolider notre stratégie de développementy,
a déclar¢ Mohamed Hassan Bensalah, président-
directeur général du groupe Holmarcom.

Apres la restructuration de son pole Finance, le
lancement d’Atlanta Cote d’Ivoire, la fusion de ses

Disclamer:
The opinions expressed in the articles doesn*t reflect GAIF positions;

the statistics are the sole responsibility of the articles authors

deux compagnies historiques marocaines, Atlanta et
Sanad, et la prise de participation majoritaire dans une
compagnie kenyane, le groupe vient confirmer, avec
cette nouvelle opération stratégique, ses ambitions de
développement dans le secteur des assurances via son
entité, «Holmarcom Insurance Activities».

«Le partenariat entre IFC et Holmarcom contribuera
a soutenir la croissance, a renforcer la résilience des
entreprises au Maroc et en Afrique subsaharienne et
a améliorer I’inclusion financi€re, en permettant a des
milliers de personnes d’améliorer leur qualité de vie»,
a déclaré Manuel Reyes-Retana, directeur du Groupe
des institutions financiéres d’IFC pour le Moyen-

Orient et I’Afrique. Source: Medias24
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