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Disaster financing report shows just 2.7% of 2 :
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Addressing the protection gap, only $1.9bn of $71bn in international crisis financing that was used for pre-arranged
finance in 2021, according to a study by the Centre for Disaster Protection.
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The Centre for Disaster Protection has published its

. . “ FIGURE 1:INTERNATIONAL DEVELOPMENT FINANCING FOR PAF AS APROPORTION
inaugural report, titled “The State of Pre-arranged OF TOTAL CRISIS FINANCING 2017-2021

Financing for Disasters 2023”.

USD billions
The UK government-funded centre, which works 80
to prevent disasters by helping change how people, 1
organisations and countries plan and pay for ©
disasters, called the study a significant milestone in
understanding, measuring and advancing pre-arranged
financing (PAF).
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of international development financing for PAF
reported to the Organisation for Economic Cooperation
and Development Development Assistance Committee
is still not reaching the poorest and most vulnerable
countries.

Lydia Poole, co-author of the study and associate
director for policy and evidence at the Centre for
Disaster Protection, said: “If disaster risk financing
and insurance is to be a key tool for financing climate-
related Loss and Damage, we must urgently take steps
to ensure that PAF tools and instruments are accessible
to and meet the needs of those at risk of climate
disasters and aligned to Loss and Damage principles
more broadly.”

Key findings:

* 2.7%: total share of the $71bn of international crisis
financing that was used for pre-arranged finance in

INSURANCE ADAPTATION
TO CLIMATE CHANGE
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-

2021 (total figure was $1.9bn).

* 3.7%: total percentage of international development
financing for PAF that reached low-income countries
between 2017 and 2021 (total figure was $200.8m).

» Across 2017-2021, high-income countries received
the highest levels of international development
financing for PAF per capita ($12.4) and low-income
countries the lowest ($0.30). This contrasts with a much
more pro-poor distribution of Official Development
Assistance (ODA) overall.

* Just 0.2% ($78m) of humanitarian funding reported to
the OECD DAC in 2021 was funding for anticipatory
action. Unlike most PAF, anticipatory action is strongly
concentrated in the poorest and most vulnerable places.

To read full article, please click here

Source: Global Reinsurance

The industry’s use of data & analytics positions it well for Al

productivity gains: Moody’s

The insurance industry’s widened use of data and analytics positions it well for Al productivity gains, as many
different insurers have been gradually leveraging Al technology for a number of years.

In a recent report from Moody’s Investors Service,
analysts highlight how deeper integration could offer
opportunities to boost operating efficiency, which
could benefit insurers’ credit quality.

Thelatestevolutionof Al hasbeenthe commercialization
of genAl, a subset of artificial intelligence that can
create humanlike content, it is through text messages,
images or sound.

Many companies are still in the early days of
discovering this technology and understanding how to
use it. However, some themes have begun to emerge.

GenAl can fast-stream tasks such as information
summarization, content creation, intelligent search
and coding. Analysts stated that by combining the

2028//111/20

power of genAl with insurers’ in-house data, could
result in providing a “seamless, natural language-
based experience” for underwriters, which ultimately
will allow them to quickly synthesize multiple
sources of information and so enrich and accelerate
their engagement with policyholders in coverage
discussions.

Moody’s also explained how the potential for genAl to
augment business productivity makes it an “attractive
investment” for insurers.

Analysts suggested that only deep Al integration paired
with proprietary data will create significant competitive
advantage. Some insurers will use their inhouse data to
train the models, incorporating their own experience,
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customer insights and risk appetite levels.

Moving forward, analysts stated that it can expect to see
insurers increasingly use Al to improve their customer
service.

There is very strong evidence that backs this, as
insurers have been using chatbots for a considerable
amount of time to provide customer assistance. A key
example is from Allstate Corporation, who helps small
businesses with coverage questions through its Al-
powered chatbot “Ask ABIle”

These virtual assistants are able to provide customers
with 24/7 support. They can also address frequent
questions, reduce costs and response time, while
learning about customer behavior patterns to offer
personalized products.

In addition, analysts also pointed out how some
insurers and brokers are leveraging the capabilities of
Al to use client data to extrapolate which clients may
be interested in certain products. These decisions are
made by comparing the profile of the customer with
other customers with a similar profile.

However, as this technology continues to grow, key
issues regarding data quality and privacy are often
remaining one of the main topics of conversation in
regards to Al

Analysts explained that for those insurers who use
Al, must ensure there are no biases or discriminatory

tendencies within their models.

Indirect discrimination, which is a significant issue
linked with AI models across the insurance industry,
often stems from proxy variables and opaque
algorithms. This type of discrimination can surface in
pricing structures.

Further, as technology is further embedded into daily
activities, some roles within companies will also need
to change and new roles will be created.

As a result, businesses will need to assess the skills of
their current workforce and formulate plans to retrain
and up-skill talent so as to deal with process and
technology changes.

Another major issue with the technology surrounds
how much it could wind up costing insurers. Both the
development and maintenance of AI models can be
costly, which could also result in vendor dependency,
especially in the realm of genAl where a handful of
providers own the best-performing models.

One other major risk within Al models is that
performance tends to degrade over time as patterns and
relationships  evolve.

Analysts highlighted how insurers will establish
processes and tools to automatically detect performance
issues and retrain models, which can be both financially
and organizationally challenging.

Source: Reinsurance News

Geneva Association report lays out key considerations to ensure

Al regulation in insurance

Industries across a variety of sectors are embracing artificial intelligence (Al) for improved services, efficiency and
costs. In insurance, Al is reshaping business processes, from underwriting to claims management and customer
engagement. Al also has the potential to enhance the value of insurance to society by enabling protection and

mitigation services.
Despite the benefits Al offers to both customers and

insurers, however, there are concerns around privacy
and the risk of potential discrimination, as well as the
lag between the pace of development of Al technologies
and corresponding regulatory frameworks. The recent
emergence of more sophisticated generative Al tools
has exacerbated these concerns and spurred a number
of regulatory initiatives in several jurisdictions.

A new Geneva Association report provides insight
into the evolving Al regulatory landscape for insurers.
The report analyses the varying approaches to Al
regulation and explores their impact on the insurance
industry. Taking stock of these developments, the
report provides key considerations for regulators and
policymakers that encourage innovation while ensuring
adequate protection for customers. In particular, it finds

FIGURE 1: WHERE Al INVESTMENTS ARE PAYING OFF FOR INSURANCE COMPANIES
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that existing, technology-neutral insurance regulatory
frameworks can be leveraged to manage Al-related
risks specific to insurance, whereas cross-sectoral
regulation could hinder innovation.

Source: Geneva Association
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Reinsurance returns to pre-soft market state as capital protection

provider: Fitch

The global reinsurance market now appears to have returned to a pre-soft market state of providing capital
protection, rather than earnings protection, Fitch Ratings has said.

The rating agency notes that for primary insurers this
means more of every loss event is likely being retained,
while the protection they had benefited from for the
more frequent and volatile secondary peril losses has
now greatly reduced.

For reinsurance firms Fitch sees this as a structural
improvement for their businesses and does not expect
a swift reversal of this new status-quo.

The driver? The fact that underwriting natural
catastrophe reinsurance had become a largely loss-
making endeavour through those soft market years,
Fitch believes.

A major reason for that being the fact that, “Prices have
failed to keep pace with increasingly frequent, severe
and volatile weather-related losses due to climate
change.”

“This has reduced reinsurers’ appetite to provide natural
catastrophe cover, particularly as other business lines
are now benefitting from price rises that are higher than
claims inflation. Tighter terms and conditions for natural
catastrophe cover are a structural improvement that
should benefit reinsurers’ risk profiles in the medium
term as they are unlikely to be quickly reversed even

when market conditions change,” Fitch explained.

Global reinsurers have cut back on the capacity they
make available to cover natural catastrophe risks,
partly driven by pressure from their shareholders and
private equity investors.

Of course, the insurance-linked securities (ILS) market
had followed suit, or perhaps even led the way as was
seen in the catastrophe bond market where prices for
protection began to rise from the middle of 2021.

Another drive for reinsurers was that other parts of
the reinsurance market began to deliver better profits,
meaning they had more flexibility to work on reducing,
or improving, their activities in property catastrophe
risk underwriting.

Fitch Ratings believes that the trajectory we’ve been
seeing in reinsurance rates and pricing can continue,
albeit perhaps not at the rates seen over the last 12
months or so.

The rating agency believes that rate adequacy is largely
in place now, since hardening has been ongoing for a
number of years now.

To read full article, please click here _
Source: Artemis

covers remain
Gallagher

Aggregate
underwriters:

unattractive to
Re

reinsurance

Property catastrophe reinsurance capacity is expected to remain relatively flat at the January 2024 renewals
according to a survey from broker Gallagher Re, which also suggests that reinsurer appetite for writing aggregate

coverage and lower-layers remains limited.

It’s yet another signal that the January renewals will
not see all reinsurance buyers getting what they really
want, as demand for these frequency and higher-risk
covers remains likely to be unmet, which is leaving
ceding companies keen to find alternative ways to shed
more of this volatility.

Josh Knapp, Executive Vice President, Broking
— National, at Gallagher Re, recently explained
that, “Ahead of the 1.1.2024 reinsurance renewals,
reinsurers’ overall appetite for US regional property
catastrophe (Cat) coverage remains healthy, but
carriers are proving less willing to provide aggregate
covers for regional property Cat risk, preferring instead
to deploy capital through occurrence excess of loss
(XOL) programs.”

2028//111/20

24 of the reinsurers most active in the US market were
surveyed and the broker found that the overall amount
of property catastrophe reinsurance capacity that will
be deployed to US programs at 1/1 is expected to
remain relatively flat.

Some 58% of reinsurers are planning to write about the
same amount of property exposure as last year, but 38%
are planning for modest growth, Gallagher Re said.

A year ago, Gallagher Re undertook a similar survey
and found 37% of reinsurance firms unwilling to write
aggregate covers.

However, this year, that percentage has jumped to
63%, signalling a true aversion to taking on aggregate
catastrophe reinsurance exposure in the United States.

The dynamics may be challenged for aggregates and at
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the lower-layers of reinsurance towers at the January
2024 renewals, but Gallagher Re expects conditions will
be much healthier at upper-layers, where competition
will be more robust.

Knapp explained, “There are now signs that reinsurers
are beginning to lean into this market in a more
meaningful but selective way.

“Reinsurers’ desire to shift capacity further up the
programs to more remote layers will result in ample
capacity at these levels, which could result in a
reduction in pressure on rates. The challenge for 1.1,
therefore, is to balance this dynamic with reinsurers
being willing to support programs across the board.”

Knapp noted that while riensurers don’t want to write
aggregate covers, they are more willing to provide
second and subsequent event covers, with a quarter
saying they would write this kind of reinsurance
product.

Price increases are likely to be more targeted at the
2024 reinsurance renewals as well.

Knapp said that, “For loss-free property Cat XOL

exposures, 84% of our respondents said they expected
pricing to increase less than 20%, with 46% indicating
less than 10% increases. A small number even reported
they expected prices to drop by up to 5%.

“This outlook for buyers is better than last year, when a
fifth of reinsurers looked for a more than 20% price lift,
and no carriers expected a drop in rates.”

However, Knapp also explained that, “For portfolios
that have been impacted by losses, 68% of respondents
expected a price increase of 10% to 30%.”

But, for insurers that have been retaining more risk and
losses, this trend could continue.

“Carriers should expect reinsurers to push for retention
increases in some cases. The survey found that 78%
of respondents indicated that greater than 10% of
their portfolios will require retention increases, with
39% indicating that they will be pushing for retention
increases on at least 20% of their portfolio. At a
minimum, reinsurers will be looking to keep retentions
on pace with exposure change and inflation,” Knapp

said.
Source: Artemis

Cyber Risk Accumulation: Fully tackling the insurability

challenge

Growing geopolitical tensions and the use of digital technologies are amplifying cyber risks, with cyberattacks
increasing by 38% in 2022 compared to 2021, globally.[1] Although the dedicated cyber insurance market has
grown rapidly over recent years, a huge protection gap persists, especially if an unprecedented, extreme cyber
incident — striking multiple, large segments of the global economy — were to occur.

The prospect of such a severe cyberattack significantly
hinders reinsurers’ appetites to assume cyber risks. A
major incident could trigger claims from policyholders
across various lines of business, leading to significant
loss accumulation in their underwriting portfolios.

A new Geneva Association report, Cyber Risk
Accumulation: Fully tackling the insurability
challenge, explores obstacles to insuring peak cyber
risks. It concludes that the factors which drive extreme
cyber losses cannot typically be modelled with standard
statistical approaches, not least because the extent of
cyber damage heavily depends on the interplay between
the incentives and resources of both attackers and
victims, which are not easily calibrated and quantified.

Engaging in knowledge-sharing partnerships with
government security agencies, critical infrastructure
providers and technology companies, the report
recommends, can help re/insurers better understand
cyber threats, enabling them to expand the scale and
scope of insurance protection. Even so, there are
limits to the amount of financial loss the re/insurance
industry can safely and sensibly absorb. The Geneva

FIGURE 2: CYBER INSURANCE MARKET INDICATORS
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Association’s report suggests that a government
‘backstop’ for major cyber incidents might also
encourage re/insurers to extend coverage and increase
their risk-absorbing capacity.

Source: Geneva Association
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Kuwait Re reports promising results for the period ended 30 Sep 2023

Kuwait: Kuwait Reinsurance Company K.S.C.P
reported a net profit after tax of USD 23.78 MLN for
the period ended 30 Sep 2023, an increase of 25% as
compared to USD 18.97 MLN in the corresponding
period previous year. Basic and Diluted Earnings per
share (EPS) were Cents 9.16, compared to Cents 7.31
in Q3, 2022.

* Gross written premium increased by 24% to
USD 253.60 MLN from USD 203.83 MLN in the
corresponding period previous year.

* Net insurance revenue increased by 22% to
USD 15291 MLN from USD 125.01 MLN in the
corresponding period previous year.

* The combined ratio increased to 93.29% compared
to 89.59% in the corresponding period previous year.

* The Company’s net investment income increased
by 58% to USD 16.89 MLN with a yield of 4.2%
compared to USD 10.71 MLN with 3.1% yield in the
corresponding period previous year.

* The Net profit before tax of the company improved by
26% to USD 24.90 MLN from USD 19.83 MLN in the
corresponding period previous year, mainly contributed
by the increase in the net insurance revenue and net
investment income.

* The Shareholders’ equity increased to USD 246.50
MLN, from USD 230.16 MLN at the end of 2022, an
increase of 7%.

* The total assets of Kuwait Re have grown by 16% to
USD 610.49 MLN, from USD 525.41 MLN at the end
of 2022.

Source: LinkedIn Kuwait Re’s page
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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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