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Global insured losses from catastrophes above average at $39bn

in H1 2022: Aon

Data from insurance and reinsurance broker Aon finds
that globally, insured losses from natural disaster events
totalled $39 billion in the first half of 2022, which is
roughly 18% above the 21st Century average.

In contrast to the above average volume of catastrophe
losses experienced in the six-month period, global
economic losses from natural disasters are preliminary
down 24% on the 21st Century average of $121 billion,
at $92 billion.

This 1s all according to Aon’s First Half of 2022 Global
Catastrophe Recap, which, examines a period marked
by large-scale disasters on almost every continent,
which ultimately resulted in above-average losses for
the re/insurance sector.

“The first half also saw brand new complexities
added to the event response process (including higher
replacement costs and reinsurance placements) that
were influenced by challenging outside societal and
financial factors — notably the war in Ukraine and the
highest inflation seen in decades,” says Aon.

In terms of insured losses, persistent severe convective
storm (SCS) activity, notably in the U.S. and Europe,
was a key driver in H1 2022, according to Aon.

1H Global Economic Losses 1H Global Insured Losses 1H Global Fatalities

$1218 $398 26.7K

$95B  $92B $338  $33B
B4 4ax

Ag  Med 2022 Ag  Med 2022 Avg  Med 2022

Protection Gap
Less than half of total losses
covered by insurance

57% )

Total Events

Severe Convective Storm
Costliest peril for insurers
equaling a majority of total losses

57% )

Billion-Dollar Events (Economic)

United States
Neary half of global insured losses
occurred in the United States

48% )

Billion-Dollar Events (Insured)

Avg 192 Avg 19 Avg 7
2022 | 197 2022 | 2022 I

All in all, the broker has recorded at least nine separate
billion-dollar insured events in the opening six months
of 2022, all but one of which were weather-related.
Further, at least 20 events were recorded with at least
$500 million in insured losses, which Aon says ties
HI1 2022 with 2011 as the second highest H1 total this
century, behind only the 24 seen in H1 2020.

Looking at economic losses, which at $92 billion shows
that the protection gap was around 57% — meaning that
more than half of all economic losses suffered from nat
cat events were not covered by insurance in H1 2022
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— Aon notes 21 individual billion-dollar economic loss
events. Again, all but one of these were weather-related,
with the exception being the March 16th earthquake
near the coast of Japan.

The nine billion-dollar events experienced in the U.S.
in the period makes it the most active region, followed
by seven in the EMEA, three in the APAC region, and
two in the Americas.

Commenting on the H1 2022 loss figures, Aon
warns: “It is anticipated that there will be robust loss
development in most regions, as the cost(s) associated
with seasonal monsoon flooding, drought, and severe
convective storm events are fully realized.”

In its extensive report, the insurance and reinsurance
broker explains that “the fingerprints of climate change
continued to become more evident in individual event
behavior and longer-term temperature and precipitation
trends in 1H 2022.”

“Warmer than average temperatures were cited across a
broad swath of the globe which aided in more unusual
weather patterns that were already set in motion by the
primary influence of La Nifia conditions which have
been ongoing for nearly three consecutive years,” adds
the firm.

Looking ahead to the second-half of the year, Aon
emphasises that Q3 is often the costliest quarter of the
year, and with forecasters predicting an above-average
level of activity during the Atlantic hurricane season,
Q4 has the potential to be costly for the industry as
well.

“Elevated wildfire activity and the continual threat
of severe convective storms will also require close
monitoring. With inflationary pressure adding greater
costs to supply and labor combining with more
impactful disasters, it is anticipated that another
challenging round of re/insurance renewals will be

forthcoming,” says Aon.
Source: Reinsurance News & Aon

Ransomware: An insurance market perspective

New Geneva Association report examines how re/insurers and policymakers can better deter ransomware attacks

and strengthen cybersecurity on a global level.

The frequency of ransomware attacks, a form of
cyber extortion, is increasing, along with the size
of ransom demands. Cybercriminals are deploying
more sophisticated approaches to target governments,
businesses and individuals, with serious and costly
effects. The growth of the ransomware-as-a-service
(RaaS) business model has also enabled threat actors
with limited technical skills to launch highly disruptive
attacks. While cyber insurance provides vital financial
protection and operational support in the event of attack,
ransomware has contributed to the recent deterioration
in cyber insurers’ underwriting performance.

Enriched by re/insurer insights and learnings, our
new report identifies the challenges and economic
externalities of ransomware, highlighting that cyber
insurance and policy can work together to boost
cybersecurity and, more broadly, socio-economic
resilience.

The following main conclusions are presented for
stakeholders’  consideration:

* Cyber insurance does more than provide cover
for ransoms: Cyber insurance may also cover a range
of first- and third-party losses incurred by victims
of ransomware (e.g. business interruption, data and
system recovery and forensics & legal assistance), as
well as arrange expert support in managing incidents.
Insurance also helps improve overall cyber hygiene

Figure 1: Breakdown of ransomware Insurance claims, by type of expense
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standards by helping organisations identify and address
cybersecurity vulnerabilities and adopt better risk
prevention in a fast-changing landscape.

* Banning ransom payments would be a blunt,
potentially ineffective policy instrument: An outright
ban on the payment of ransoms or their reimbursement
by re/insurers could backfire by driving transactions
underground and encouraging ransomware attackers to
engage in new, more malicious forms of extortion.

* Involving outside experts leads to better outcomes
for the insured: While the affected organisation will
ultimately decide on the response, independent experts
can provide key support in decision-making and
negotiation, potentially lowering the ransom actually
paid.

* Governments and regulators must go further to
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counter ransomware attacks: Public policies should
be aimed at deterring ransomware attacks, disrupting
cybercriminals’ business models and illicit use of
cryptocurrencies, and better preparing organisations
for intrusion.

Along with governmental authorities, re/insurers can
play an essential role in reducing ransomware attacks
and contributing to the overall management of cyber
risk.

Source: Geneva Association

Ivans Index Q2 2022 Results Released

Average premium renewal rate changes of nearly all
major commercial lines of business remain up year over
year, while all lines increase month over month except
Umbrella

Ivans® announced the results for Q2 2022 Ivans
Index™, the insurance industry’s premium renewal
rate index. The second quarter results of 2022 showed
premium renewal rate change for all major commercial
lines of business increased year over year, except
Workers’ Compensation which remained negative. Q2
experienced an increase in average premium renewal
rate change across Commercial Auto, Business
Owner’s Policy (BOP), General Liability, Commercial
Property, and Workers” Compensation compared to Q1
2022, while Umbrella experienced a decrease.

Premium renewal rate change by line of business for
Q2 2022 highlights include:

* Commercial Auto: Q2 average premium renewal
rate change averaged 5.05%, an increase compared to
Q1 2022’s average premium renewal rate change of
4.22%. The quarter began with its highest rate change
in April, averaging 5.2% and ended with its lowest of
4.92% in June.

* BOP: BOP premium renewal rate change increased in
Q2 with an average of 5.69% versus 5.32% in Q1 2022.
The quarter premium renewal rate change experienced
its low of 5.56% in April and ended the quarter at its
high of 5.83%.

* General Liability: Second quarter premium renewal
rate change experienced an increase compared to QI
2022, averaging 4.76% versus 4.3%. Q2 premium
renewal rate experienced its low in April at 4.64% and
reached its high in May at 4.85%.

e Commercial Property: Average premium renewal
rate change for Commercial Property increased quarter
over quarter at 6.4% versus 6.16% in Q1 2022. The
quarter premium renewal rate change reached its low
of 6.05% in April and experienced its high in June at
6.67%.

e Umbrella: Q2 premium renewal rate change averaged
5.19%, dropping from 5.77% in Q1 2022. Umbrella
premium renewal rate change experienced its low of
5.12% in May and reached its quarter high of 5.29%
in June.

2002 [55ue 60 sl 4
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» Workers” Compensation: Workers” Compensation
premium renewal rate change averaged -0.73%, up
from Q1 2022 at -1.23%. The quarter premium renewal
rate change experienced its low of -0.91% in April and
ended the quarter at its high of -0.43%.

“This quarter’s Ivans Index continues to show average
premium renewal rate changes tracking alongside
other hard market macroeconomic trends,” said
Kathy Hrach, vice president of Product Management,
Ivans. “The Index continues to serve as a valuable
asset for agencies and carriers to inform pricing and
renewal decisions, and a guidepost on the health of the
independent agent channel to the broader industry.”

Ivans Index is a data-driven report of current conditions
and trends for premium renewal rate change of the
most placed commercial lines of business in the
insurance industry. Analyzing more than 120 million
data transactions, the Ivans Index premium renewal
rate change measures the premium difference year over
year for a single consistent policy.

To derive the change in cost, Ivans uses policies that
have the same insured, insurer, product type, policy
number, expiration date, effective date and producing
agency. For example, if an insured paid $1,000 for
a policy last year and $1,023 this year, Ivans Index
would state that as a premium renewal rate change of
2.3%. Ivans Index does not use exposure-based change
or claims experience. Policies with anomaly exposure
changes or claims experience are removed.

Download the complete Q2 2022 Ivans Index report

here.
Source: IVANS
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Most countries ‘woefully unprepared’ for changing climate:

analysis

Major economies such as India, Brazil and Russia face “cascading” crises driven by climate change such as food
insecurity, energy shortages and civil unrest, an industry analysis warned Thursday.

While developing nations of Africa and Southeast Asia
are predicted to be worst hit by higher temperatures,
extreme weather and sea-level rise, some middle-
income nations lack the infrastructure and legislative
freedom to keep pace with the changing climate.

And, as Europe counts the cost of another record-
shattering heatwave, the analysis showed how even
nations with typically few climate-linked crises will
need to adapt as global temperatures rise.

The analysis looked at countries’ performances across
32 structural issues -- including weather-related events,
political stability, economic power, resource security,
poverty and human rights -- to assess each nations’
capacity to manage crises.

It then divided countries into three categories: insulated,
precariousand vulnerable.

Unsurprisingly, most wealthy nations performed well
and were found to be the most insulated against climate
shocks thanks to a combination of good governance,
purchasing power and robust infrastructure.

Developing nations were mainly deemed to be in
the vulnerable category for lacking these safeguards.
Several middle-income countries, however, including
India, Indonesia and South Africa also fell into this
grouping.

Risks will spill over

“The low levels of investment in looking at the
secondary risks show that most countries are almost

entirely unprepared to deal with the wider political,
economic and developmental impacts of a warming

Figure 3: A world divided between ‘insulated’, ‘precarious’, and ‘vulnerable’ nations
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planet,” said the analysis.

Will Nichols, head of climate and resilience at
consultancy firm Verisk Maplecroft that conducted the
assessment, said the major surprise was in the middle
-- or the “precarious” category -- which contained
powerhouses such as Brazil, Mexico, Russia and Saudi
Arabia.

‘Don’t have resilience’

Nichols said the analysis showed the need for developed
countries to help nations that cannot help themselves.

“The scale of the climate threat isn’t diminishing -- it is
obviously going to have a huge impact,” he said.

“But countries in Sub-Saharan Africa, Southeast Asia
and South America don’t have the resilience to manage
both the physical climate threat and the knock-on
effects of political and supply chain instability.”

Source: France 24 & Verisk Maplecroft

Flood risk routinely underestimated, warns MMC

Re/insurance broker Marsh McLennan has released its updated Flood Risk Index 2.0, which maps how a changing

climate will shape flood risk in the future.

The report warns that flooding is the most pervasive
natural disaster, and yet its costs are routinely
underestimated.

And now, climate change, economic and demographic
trends, and a chronic shortfall in investment in resilience
are combining to drive risk higher, MMC warns.

The broker’s Flood Risk Index includes risk scores for
180 countries in present-day conditions and shows that
a 3.5 °C warming would lead to a dramatic increase in

flood risk globally, and that even limiting temperature
rise to 1.5 or 2 °C would substantially worsen the threat
of flooding.

According to Marsh McLennan’s estimates, 23%
of the world’s power generation capacity, 26% of
international port outflows, and 18% of international
airport seats are currently at risk of flooding, and a 2 °C
warming would cause these percentages to rise to 41%,
52%, and 37%, respectively.
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The Index aims to highlight the urgency of taking
adaptive measures to reduce risks, and to help
governments and organizations better assess their
exposure and vulnerability to more frequent and severe
flooding.

In a report released alongside the updated index, also
MMC explores the socioeconomic impacts of flooding
and looks the current state of flood risk globally, its
economic and societal consequences, and the role of
insurance in protecting the most vulnerable.”

Increasing flood risk threatens prosperity and well-
being in numerous countries, and demands a strategic
response from governments. The problems arising
are interrelated and systemic, ranging from business
interruption and financial instability to a growing
burden of public contingent liabilities,” the report
concludes.

Arab Insurance Oy .

“The wide-ranging and complex nature of these
impacts indicates national flood risk strategies must be
broad in scope, ensuring alignment across a variety of
actors such as national governments, local authorities,
businesses, financial regulators, and insurers,” analysts
explained.

“This in turn requires coherent policies and regulations,
aligned incentives, and accessible, robust flood risk
data. Strategies must also be long term in their outlook,
as climate change and increasing exposure mean risks
in many countries will increase for the foreseeable
future.”

In a second report, MMC discusses the implications of
flood risk for businesses and how firms can reimagine
their approach to flood risk management in the context
of climate change, growing business complexity, and
stakeholder management.

Source: Reinsurance News & MMC
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https://www.sama.gov.sa/ar-sa/RulesInstructions/InsuranceRulesAndRegulations/The_Standard_Insurance_Policy_of_Professional_Indemnity_for_Auditors_of_the_Entities_Supervised_by_the_CMA.pdf
https://www.centralbank.ae/sites/default/files/2022-07/Q1%202022%20-%20QER%20ARABIC%20-%20Final.pdf
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Mid-tier insurer enjoys strong operating profitability

UAE: Al Dhafra Insurance Company (ADIC) has
a track record of strong operating profitability, as
evidenced by a five-year (2017-2021) weighted average
return on equity of 14.7%, says AM Best.

Over the past five years, operating performance has been
driven by underwriting profitability. Despite a level of
volatility during this period, ADIC has recorded a five-
year (2017-2021) weighted average combined ratio
of 65.8% (as calculated by AM Best). However, after
several years of excellent performance, underwriting
returns decreased in 2021, which, while remaining
strong, caused the combined ratio to increase to 84.7%
(2020: 56.7%).

Ratings

M Best has affirmed ADIC’s Financial Strength Rating
of B++ (Good) and the Long-Term Issuer Credit Rating
of “bbb+” (Good). The outlook of these credit ratings
is ‘Stable’.

The ratings reflect ADIC’s balance sheet strength,
which AM Best assesses as very strong, as well as its
strong operating performance, limited business profile
and appropriate enterprise risk management.

ADIC’s balance sheet strength assessment is
underpinned by risk-adjusted capitalisation at the
strongest level, as measured by Best’'s Capital
Adequacy Ratio (BCAR), a history of good internal
capital generation and strong liquidity.
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During 2021, the company rebalanced its investment
portfolio, increasing its exposure to higher-risk equity
investments and consequently the potential for capital
volatility.

Additional offsetting factors in the balance sheet
strength assessment are the company’s geographic
concentration of investments in the UAE and its high
reinsurance dependence, with a premium retention ratio
below 30% over the past five years (2017-2021). The
credit risk associated with this dependence is partially
mitigated by the use of a well-diversified reinsurance
panel of sound financial strength.

Profile

ADIC’s business profile is assessed as limited,
reflective of its market position as a mid-tier insurer
in the UAE. ADIC wrote AED314.5m ($85.6m) of
premium in 2021 on a gross basis (2020: AED289.8m).
Geographically, the company’s underwriting portfolio
is concentrated in the competitive UAE market. While
ADIC benefits from a diversified underwriting profile
by line of business on a gross basis, the company’s
retained portfolio has greater concentration in the
motor and medical lines of business.

Source: Middle East Insurance Review
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I’ Activité de la Société Tunisienne de Réassurance « Tunis Re » Au 30

Juin 2022

Tunisia: ¢ Une croissance du chiffre d’affaires par
rapport au 30 juin 2022 de 14%, pour atteindre 91,149
MDT, cette hausse est le résultat combiné d’une
hausse du volume des affaires souscrites ainsi qu’une
bonne diversification au niveau de notre portefeuille.
Ainsi nous avons réalisé une progression de 7% sur le
marché domestique contre 21% au niveau du marché
internationale.

o Par rapport aux objectifs fixés pour I’année 2022,
le taux de réalisation du chiffre d’affaires au premier
semestre 2022 a atteint 57% ;

o Une progression de la prime retenue de 17%, passant
de 60,6MDT au 30 juin 2021 a 70,8 MDT a la cloture
du deuxieme trimestre 2022, dégageant ainsi un taux
de rétention de 78%.

o La charge de sinistre au 30 juin 2022 est restée au
méme niveau que celui de la méme période de 2021
soit 42 MDT.

o Les produits financiers restent stables par rapport au
premier semestre 2021 pour atteindre 12,641 MDT, il est
a signaler que I’exercice 2021 a enregistré la réalisation
d’une plus-value sur cession d’actif financier pour un

montant de 1,6 MDT. Compte non tenu de cette cession
les produits auraient marqué une hausse de 16,7%.

o Ces produits englobent les intéréts courus et non
échus (pour les deux exercices 2021 et 2022). Ils ne
tiennent pas compte des intéréts sur dépots aupres des
cédantes.

» L’Avancement dans le projet de mise en place des
normes [FRS/IAS :

Tunis Re continue a avancer activement tout en
respectant les délais réglementaires attribués aux

travaux et préparatifs de mise en place des normes
IFRS,

Dans ce cadre, il est a rappeler que les phases finalisées
concernent la fixation des choix, la simulation des
impacts et 1’¢élaboration d’un plan de mise en ceuvre du
projet ; Aujourd’hui les retraitements des données de
2021 en norme IFRS ont été finalisés et font ressortir
un impact positivement modéré.

En parallele, Tunis Re a démarré les travaux de
diagnostic pour le passage a la norme IFRS17 qui est
prévue pour 2023.

Source: Zone Bourse

ASTREE: turnover increase in the first half of 2022

Tunisia: ASTREE has recorded a 31.5% increase in its
turnover in H1 2022, which went from 117.609 million
TND (6.3 million USD) as at 30 June 2021 to 154.687
million TND (50.25 million USD) a year later.

Non-life premiums have progressed by 4.7% to reach
97.786 million TND (31.8 million USD). For its part,
the life activity has shown a 134.7% increase in written
premiums amounting to 56.901 million TND (18.5

million USD).

This significant growth is mainly driven by the signing
of a major life-capitalization contract. As at 30 June
2022, the incurred losses stood at 45.647 million TND
(14.8 million USD) compared to 36.866 million TND
(13.2 million USD) in H1 2021.

The investment income remains almost stable at 19.7
million TND (6.4 million USD).

Source: Atlas Magazine
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