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Reinsurance market will continue to thrive with dedicated capital

poised to increase: AM Best

Total dedicated reinsurance capital went up by 7% in 2023 to $568 billion, and an even larger increase is projected
for 2024 of up to $625 billion, according to a recent report by credit rating agency, AM Best.

The report revealed that traditional reinsurance capital
increased 14% year over year, by approximately $57
billion, to $468 billion in 2023.

According to AM Best, aside from Berkshire
Hathaway’s National Indemnity, the most substantial
capital growth was generated in Bermuda, owing to
robust operating returns reported by various Bermudian
companies.

Regarding third-party reinsurance capital, the report
revealed that this increased to $100 billion, or by 3.7%
in 2023.

For 2024, AM Best is forecasting traditional reinsurance
capital growth of 10% to $515 billion, while third-
party capital is expected to land between $105 billion
and $110 billion.

This puts estimated, total dedicated reinsurance
capital for year-end 2024 at between $620 billion and
$625 billion, and AM Best analysts expect that the
reinsurance market will continue to thrive throughout
2024.

The report also noted that, despite the increases, since
year-end 2018, traditional reinsurance capital has been
less than 60% of the consolidated shareholders’ equity
of the groups identifying as reinsurance writers.

Analysts highlighted that this figure dropped to 49% of
shareholders’ equity in 2023, as reinsurers continued to

Global Reinsurance - Estimated Dedicated Reinsurance Capital
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expand into primary and specialty insurance lines.

AM Best works in conjunction with reinsurance broker
Guy Carpenter to estimate the total amount of capital
supporting the reinsurance industry.

Dan Hofmeister, associate director, AM Best,
commented: “Capital in the industry has expanded
quickly, due to higher retained earnings and lower
mark-to-market investment losses.

“Additionally, the absence of startup reinsurers has
allowed traditional reinsurers to maintain their market
shares without compensating with softening conditions.
The reinsurance market seems well-positioned to
absorb a reasonable level of losses and still grow
capital.”

Source: Reinsurance News

Reinsurers meet cost of capital for first time since 2019

Reinsurers managed to meet or exceed their cost of capital in 2023 for the first time in four years, thanks to sound
risk management, strategic use of technology, and a growing partnership with alternative capital, according to a

report from AM Best.
These factors have helped stabilize the traditionally

cyclical reinsurance market by reducing the extremes.
To maintain or surpass the cost of capital, reinsurers
must balance short-term market opportunities with
long-term strategic goals, ensuring they remain relevant
and dependable over time.

In recent years, rising interest rates, stock market
volatility, weather events, and inflation have increased
the cost of both debt and equity. The reinsurance

2024 YTD" Cost of Capital for 12 Reinsurers — CAPM vs MCPM
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industry’s weighted average cost of capital (WACC)
had declined from 9.5% in 2010 to 6.25% in 2019,
before rising to 9.31% in 2021

After a decline in 2022, it increased again to 8.12%
in 2023. Despite these challenges, reinsurers in 2023
generated returns well above the cost of capital,
supported by positive underwriting results driven by
the repricing and de-risking of reinsurance portfolios.

The current hard market emerged due to prolonged
underperformance, economic and social inflation,
and the impact of a prolonged low-interest-rate
environment, despite a relative abundance of capital.

Rate increases have begun to slow—Guy Carpenter
reported a 5.4% increase in Rate-On-Line (ROL) for
US and European property catastrophe reinsurers at
Jan. 1, 2024, compared to nearly 30% in 2023.

However, reinsurers have also implemented stringent
de-risking measures, such as tightening terms and
conditions and significantly increasing attachment
points. These measures are unlikely to be relaxed
soon and have contributed to more sustainable pricing,
enhancing reinsurers’ ability to meet their cost of
capital over the medium term.

Source: Insurance Business mag.

Changing trends driving demand for health reinsurance: AM

Best

According to global credit ratings agency AM Best, the recent global rise in healthcare utilisation, combined with
the prospect of increasing medical inflation has the potential to “expand the role of health reinsurance.”

A new report from the agency states that from a global
perspective, health reinsurance premium levels are
continuing to rise, however that pace is said to have
moderated during the last three years.

According to AM Best, this increase has recently been
driven by the commercial and stop-loss segments.

Doniella Pliss, director, AM Best, commented: “Health
insurance remains one of the faster growing segments
in the global insurance industry, and accounts for
approximately half of the premiums generated.
However, the role and global volume of health
reinsurance are still relatively modest compared with
other reinsurance segments.”

From what we understand, the need for health
reinsurance usually tends to be less than for other
segments, which are owed to obligations that are
typically short-term, pricing flexibility and minimal
catastrophe  exposure.

It’s worth highlighting that in the US, the use of health

reinsurance has grown due to profitability, as well as a
continued increase in high-cost claims.

Elsewhere, AM Best’s report showcases that global
reinsurers have reported significant health premium
growth throughout the last decade,

However, if we look back at 2021 and 2022, health
reinsurance premiums saw a notable decline, which
is somewhat owed towards disruptions caused by the
COVID-19 pandemic, in primary health product sales,
especially within certain emerging markets.

Nonetheless, AM Best noted that positive results have
helped offset the losses from COVID-19 mortality
claims over the past two years.

“Emerging markets, particularly in Asia, also continue
to generate material growth of health reinsurance
premium. However, the demand for basic health
products has moderated due to market saturation, while
more sophisticated comprehensive products are still
too expensive for mass consumption,” Pliss added.

Source: Reinsurance News

Global insurance spending set to approach $10 trillion by 2028

Global insurance spending is projected to sustain its growth trajectory, reaching nearly $10 trillion by 2028,

according to data presented by Stocklytics.com.

It was noted that the global insurance market, spanning
the life and non-life sectors, has experienced a 25%
surge over the past four years, with the total insurance
premiums value increasing to over $9 trillion this year.
While the growth rate has decelerated since the peak
in 2021, the market is still expected to achieve record-
high spending in the coming years.
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Several factors are driving the market’s growth,
including economic expansion, the rise of the middle
class, technological innovations like insurtech, and an
evolving risk environment. According to Statista, the
gross written premium in the global insurance market
stood at $7.24 trillion in 2017, rising to nearly $8
trillion by the end of 2020.


https://news.ambest.com/research/DisplayBinary.aspx?TY=P&record_code=345590&URatingId=3101297&AltSrc=22&_gl=1*1mcppn4*_ga*NzkzMjI4OTM5LjE2MDA0Njg4MjI.*_ga_VNWYD5N5NL*MTcyMzg2MzI2MS4xMzkuMS4xNzIzODYzMjkyLjAuMC4w
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Notably, the COVID-19 pandemic significantly
accelerated market growth, underscoring the
importance of health and life insurance while
also pushing businesses to seek coverage against
interruption and other related risks. Consequently, total
insurance spending surged by 8.6% in 2021, reaching
$8.64 trillion — marking the highest annual increase to
date.

Despite slower growth over the past three years, with
annual increases ranging between 2.5% and 3.5%, total
insurance spending climbed to $9.09 trillion in 2024.
This upward trend is poised to persist, with global
insurance spending forecast to rise by an average of
$200 billion annually, hitting $9.91 trillion by 2028.

The US, meanwhile, is set to maintain its position as
the leading insurance market, generating almost half
of the world’s total premiums. When analyzing market
segments, non-life insurance is expected to drive overall
market growth, outpacing both the life insurance sector
and the market as a whole.

Statista predicts that total premiums in the non-life
segment will jump by 10.5%, nearing $6 trillion over
the next four years. The life insurance segment is
projected to grow by 6.8%, reaching a value of $3.92
trillion. The whole market’s growth is estimated to be
at 10% for the upcoming four-year period.

Source: Insurance Business mag.
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World Bank country classifications by income level for 2024-

2025

The World Bank Group assigns the world’s
economies[1] to four income groups: low, lower-
middle, upper-middle, and high. The classifications
are updated each year on July 1, based on the GNI per
capita of the previous calendar year. GNI measures are
expressed in United States dollars[2] using conversion
factors derived according to the Atlas method, which in
its current form was introduced in 1989[3]. The World
Bank’s income classification aims to reflect a country’s
level of development, drawing on Atlas GNI per capita
as a broadly available indicator of economic capacity.

The classification of countries into income categories
has evolved significantly over the period since the
late 1980s. In 1987, 30% of reporting countries were
classified as low-income and 25% as high-income
countries. Jumping to 2023, these overall ratios have
shifted down to 12% in the low-income category and
up to 40% in the high-income category.

The scale and direction of these shifts, however, varies
a great deal between world regions. Here are some
regional highlights:

* 100% of South Asian countries were classified as
low-income countries in 1987, whereas this share has
fallen to just 13% in 2023.

* In the Middle East and North Africa there is a
higher share of low-income countries in 2023 (10%)
than in 1987, when no countries were classified to this
category.

World Bank Group country classification by income level

> e 2023

@ High income [l Upper-middle Income Lower-middle Income [l Low Income Not Classified

* In Latin America and the Caribbean, the share of
high-income countries has climbed from 9% in 1987 to
44% in 2023.

* Europe and Central Asia has a slightly lower share
of high-income countries in 2023 (69%) than it did in
1987 (71%).

To read full article, please click here.

[1] The term country, used interchangeably with economy, does
not imply political independence but refers to any territory for
which authorities report separate social or economic statistics.

[2] In countries where dual or multiple exchange rates are in use,
the exchange rate used to convert local currency units to US$ is
an average of these exchange rates, provided necessary data are
available.

[3] For data beginning in reference year 1987.

Source: World Bank Blogs
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GCC: Impact of regional weather-related events in 2Q2024
contained by reinsurance for most insurers

Listed insurers in the GCC region have registered an impressive growth of 8.0% in after-tax profits with a mere
y-0-y increase of 1.1% points in the net combined ratio (NCR) as the damage from a series of rain events, including
the UAE’s record-breaking rainfall in April 2024 has been contained to a large extent by reinsurance arrangements

for most insurers.

This point is made in the “Q2 2024: GCC Performance
Periodical” by the UAE-based research and consulting
firm Insurance Monitor in association with Lux
Actuaries and Consultants.

In the UAE, the combined pre-tax profit of listed
insurers is reported to have grown at an unexpected
7.1% with a nominal increase in NCR. At the entity
level, however, the report found that 12 of 26 insurers
have either incurred losses or seen a decline in earnings
before tax.

Such losses have further deteriorated the positions
of those in breach of solvency regulations, including
TAKAFUL-EM with negative equity of AED52.5m
($14.3m), that collectively represented AED2.3bn
or 13% of the 1H2024 revenue of listed insurers in
UAE. Continued losses have also triggered a third
consecutive downgrade for two listed insurers in less
than 12 months. However, no definite progress has
been announced by any of the insurers apart from
TAKAFUL-EM.

Losses from the UAE operations amounting to
OMR23.8m ($61.8m) have also distorted the results of
Oman’s leading insurer, LIVA, which would otherwise

Arab Insurance
Egypt

TABLE 1: SELECT PERFORMANCE INDICATORS - 02 2024

Count: 77 listed insurance companies

Net Comnbined Ratio
2023 2004 Afpo)

Met Profit After Tax
03 W4 Al%)

Investrnent income
03 04 Al

CTRY. Insurance Revenue
UEDmn 03 M4 A (%}

LAE 3895 4733 220 %4 972 08 M4 B 73 M N -4
K54 7134 8423 181 944 953 09 37 MS M2 4 W 6
OMR 4% 818 97 1085 M1 77 H B 53 4 (3 MM
BAH Do 3 103 @2 %7 35 "2 1/ I % 4
KWT 19% 1875 175 929 974 44 135 48 96 1H 13 -168
04R 2160 2045 54 934 %8 25 185 182 16 190 20 159
TOTAL 158271823 152 951 %2 11 8% 96 166 1111 1200 80
EvclKSA 8633 9817 129 90 974 14 560 642 B9 640 608 -49

have registered an after-tax profit of OMR7.8m. Despite
the losses, LIVA UAE’s solvency ratio is reported to
remain well above the minimum requirements set by
the regulator.

In contrast to UAE, a number of insurers from the
Kingdom of Saudi Arabia have progressed with capital
increases ahead of the YE2024 deadline with one
successful completion in July 2024 and three others
awaiting approval from the Capital Market Authority.
Further, two other insurers are said to have commenced
merger evaluation exercises in July 2024.

Source: Middle East Insurance Review
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