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regional reinsurers are facing due to the regional
geopolitical challenges and the dramatic consequences
of the Beirut port blast, in addition to the Covid-19
crisis and the disastrous economic consequences that
negatively affect insurance and investment.
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All these issues have to be discussed by the professionals
and some of the most knowledgeable executives within
the industry, as follow:

- Mr. Fahad A. Al-Hesni - MD/ CEO - Saudi Re (Saudi
Arabia);

- Mr. Bassam Adib Chilmeran - CEO - Al WATHBA
NATIONAL INSURANCE CO (United Arab Emirates);

- Mr. Hedi Hachicha - Chief Underwriting Officer, Head
of Africa & Middle East, P&C Reinsurance - SCOR
(France);

- Mr. Joseph Azar - CEO - NASCO RE (France);

- Mr. Atish Suri - Senior Executive Officer - Guy
Carpenter (United Arab Emirates).
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Capital influx could derail prolonged firming of reinsurance:

Moody’s

While many observers believe that capital levels won’t stop the current hardening of the reinsurance market,
Moody’s warns that an influx into insurance-linked securities (ILS) does have the potential to make it more short-

lived.

In surveying reinsurance buyers, the consensus from
responses to Moody’s survey was for rate increases of
5% or higher at the renewals in 2021.

Moody’s itself says that, “With 2020 shaping up to
be another subpar year for the sector, we think the
current upturn in pricing is likely to have sustained
momentum throughout 2021 and perhaps longer.”

Not a single respondent to Moody’s survey said that
reinsurance pricing is expected to fall in 2021, but
there are still factors that could mean hardening isn’t
as significant as many are hoping it will be.

“The one issue that could potentially derail a prolonged
firming of the market would be an influx of additional
capital into the sector,” Moody’s explained.

Adding that, “While reinsurers have raised a
substantial amount of capital this year to ensure they
have capacity to take advantage of opportunities in the
market during the upcoming January renewals, the key
will be how much alternative capital remains trapped
at year-end and how much new money comes into the
alternative market from institutional investors seeking
to take advantage of improving property catastrophe
reinsurance pricing.”

This is the great unknown, as insurance-linked
securities (ILS) are increasingly coming into focus in
institutional investor circles once again, but investors
remain rattled by the Covid-19 pandemic and are not
all ready to allocate new capital into an asset class like
ILS at this time.

Should significant new capital flood in to the ILS
market, it would naturally have a dampening effect on
rates, that’s a certainty.

But the reason wouldn’t just be the capital coming
in, as the capital already in the broader reinsurance
market would also chase the prices down as it looks to
secure the book it needs to maintain profits.
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Traditional reinsurance players would be just as guilty
in this scenario, as the third-party capital coming into
the market, whether alternative or traditional.

While traditional reinsurers, right now, are all calling
for rates to go through a prolonged period of hardening,
with many saying rate increases achieved so far are
still not sufficient for them to achieve the long-term
returns their shareholders require and despite rating
agencies also warning that returns-on-equity (RoE)
still won’t be sufficient.

It’s still unlikely the reinsurers would pull-back
significantly if rates at the renewals were less firm
than hoped for.

We’ve seen this before of course, as despite bemoaning
rate adequacy over the last decade or more, many
reinsurers have still grown significantly (including in
property cat) in that time.

Rate and capital discussions in reinsurance are as
much to do with rhetoric, as they are to do with fact.
As ever, it’s generating returns that cover cost-of-
capital, expected loss and expense costs, as well as
a margin that’s needed, that the industry participants
need to focus on securing.

If more efficient capital comes in, that can achieve
returns with lower rates, then surely it is the players
with higher capital costs and return requirements that
should be backing off, or finding ways to cut their costs
so that the rates underwritten at remain sufficient for
them to deliver the returns expected by their capital
providers?

This time it may be different, due to the pandemic that
has added significant stress and uncertainty across the
board.

Even an influx of capital may not result in softening
this time around, but it would, as Moody’s suggests,
likely shorten the firming and cap it at levels where
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still the returns of the most efficient players would
likely remain acceptable to their capital providers.
If others, that can’t really afford to, chase the rate
to down (below where their Sstrategies require
underwriting returns to be) rather than pulling-back,
then they’re not really doing their capital providers a
service, are they?

Of course, overriding the ability to undercut others,

based on efficiency, global plus line of business
diversification, or whatever your specific lever is,
should be the need to charge risk commensurate
pricing to support your business model.
If that pricing is different across business models,
then surely that’s just the makings of a free market
environment?

Source: Artemis

loi les finances : vers le suppression de le taxe sur le pollution

automobile

Y.
i1 [N

English

I’avant-projet de le loi les finances pour I’exercice 2021, propose de supprimer le taxe annuelle sur le pollution
imposée pour les véhicules automobiles et engins roulents, prévue par le loi les finances 2020.

I’avant-projet de le loi les finances 2021, examiné
le semaine dernieére lors de conseil les ministres
prévoit donc le suppression de cette taxe, a travers
I’abrogation de I’article 84. une taxe confiée aux
compagnies d’assurance et imposée annuellement
aux automobilistes. les raisons ayant poussé le
gouvernement a revoir le mesure son multiples.
le texte de I’avant-projet rappel en effet qu’« aux
termes de cet article, le recouvrement de cette taxe
est confi¢ aux compagnies d‘assurance, lesquelles son
tenues de reverser le monant per¢u au receveur les
impoOts territorialement compétents, aprés paiement
de cette taxe par le propriétaire de véhicule ou d’engin
roulent ».

I’une les raisons ayant condeit a le décision de
suppression de cette taxe réside dans les conséquences
négatives engendrée sur [’activité les assurances,
don une baisse significative chiffre d’affaires les
compagnies d’assurance. elle est estimée a 3,76
milliards de dinars au cours de premier semestre de
I’année 2020, par rapport au premier semestre 2019.
parallélement avec le baisse de chiffre d’affaires de
certaines compagnies, d’autres on carrément cessé
leurs activités. cette situation est dee essentiellement

leurs activités. cette situation est dee essentiellement
au fait que certains assurés on décidé de rédeire
I’étendee de couverture et de police d’assurance, en
optant pour les garanties moins chéres.

autre raison évoquée par le gouvernement, cette
tendance baissiere de chiffre d’affaires les compagnies
d’assurances pourrait « d’une part, mettre en péril tout
un secteur d’activité qui est indispensable pour tous
les autres secteurs d’activité et ce, et d’autre part,
rédeire le monant les recettes fiscales en maticre de

tap, de tva et d’ibs ». Source: Algeria360
Middle East Insurance Review
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Insurance market weakens in August

Premiums issued by insurance and reinsurance
companies in Morocco totalled MAD2.47bn ($269m)
in August, down 17% compared to a year earlier,
according to data from the Insurance and Social
Insurance Supervisory Authority (ACAPS).
August’s performance breaks a recovery in the
insurance industry that was seen in the previous two
months. Premiums grew year-on-year in July by 7.4%
and in June by 41.5%, after a decline of 4.7% in May
and a fall of 12.1% in April.

The decline in August was due mainly to weak
performance in the life insurance sector which posted

2020/10/19 [ssue 72 susl

premiums of MADI1.19bn, down 31.2% year-on-
year. More specifically, savings premiums amounted
to only MAD958.9m in August, a decrease of 37.3%
over the corresponding month last year.

“There is generally a slowdown that takes place
in August compared to July and June. This month
corresponds to the summer holidays,” an insurance
broker told Les Eco.

The non-life insurance sector reported premiums
totalling MAD1.27bn in August, 2.7% higher than in
the corresponding month last year.

To download full report, please Click Here
Source: Middle East Insurance Review and ACAPS
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Companies News

AM Best Affirms Credit Ratings of Compagnie Centrale de

Réassurance

Algeria: AM Best has affirmed the Financial Strength
Rating of B+ (Good) and the Long-Term Issuer
Credit Rating of “bbb-" of Compagnie Centrale de
Réassurance (CCR) (Algeria). The outlook of these
Credit Ratings (ratings) is stable.

The ratings reflect CCR’s balance sheet strength,
which AM Best categorises as very strong, as well
as the company’s strong operating performance,
neutral business profile and marginal enterprise risk
management.

CCR’s balance sheet strength is underpinned by its
risk-adjusted capitalisation, which was at the strongest
level at year-end 2019, as measured by Best’s Capital
Adequacy Ratio (BCAR). AM Best expects risk-
adjusted capitalisation to remain at the strongest
level over the medium term, supported by relatively
low underwriting leverage and good internal capital
generation. The company has a moderate dependence
onretrocession, whichisused to protect peak exposures,
notably domestically in Algeria. The balance sheet is
protected further by a state guarantee (in the form of
an interest free loan facility) covering business written
as part of Algeria’s compulsory natural catastrophe
scheme. The balance sheet strength assessment also
factors in CCR’s exposure to elevated and increasing
levels of economic, political and financial system risk
associated with Algeria, with approximately 95% of
assets invested domestically.

CCR has atrack record of strong operating profitability,

underpinned by robust technical results and good
investment returns. Profit after tax but before transfers
to the equalisation reserves has ranged from DZD 3.2
billion(USD 30.3 million)toDZD4.8billion(USD40.4
million) over the past five years (2015-2019), driving
a strong five-year weighted average return-on-equity
ratio of 12.2% over the same period. The company
has a five-year (2015-2019) average combined ratio
of 82.8%. AM Best notes that while CCR’s loss ratio
has increased over this period, from 47.0% in 2015 to
59.5% in 2019, prospective underwriting profitability
is expected to remain robust, supported by relatively
low net risk retention and the ongoing profitability of
the underlying domestic insurance market.

CCR has a leading domestic market position as the
national reinsurer in Algeria, with an estimated market
share of 70% in 2019, as measured by ceded premium.
As a state-owned company, CCR continues to benefit
from compulsory cessions, manages various national
insurance schemes in Algeria, and plays a pivotal role
in the domestic natural catastrophe scheme. Despite
growth in its international portfolio over recent years,
CCR'’s remains heavily concentrated in Algeria, where
the company originated 83.5% of its business in 2019.
CCR’s risk management framework is at an early
stage of development. Risk management capabilities
are expected to improve with the development of an
internal capital model.
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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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