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2021 insured cat losses $120bn, December tornadoes $4bn:

Munich Re

Global reinsurance giant Munich Re has estimated
that insurance industry losses from natural disasters or
catastrophes in 2021 were roughly US $120 billion, the
second-highest annual total ever.

This is a higher total than most sources had been
discussing, as we’d been hearing that annual natural
catastrophe and severe weather insured losses might
reach $110 billion, once the December tornado outbreak
in the United States was added to earlier preliminary
totals.

As a reminder, insurance and reinsurance broker Aon
had pegged 2021 insured catastrophe losses as 13%
above the annual decadal average by mid-November,
having reached roughly $107 billion.

Reinsurer Swiss Re then said that insurance

industry losses from natural catastrophe events were

preliminarily estimated to reach $105 billion in 2021, a

figure given in mid-December.
So Munich Re’s figure of $120 billion is higher and
the highest total estimate for 2021’s global natural

catastrophe and severe weather activity that we’ve
seen.

Part of the reason for this is that Munich Re has put
a number on the US tornado outbreak in December,
saying that economic losses are estimated to be around
$5.2 billion and the insured losses from the tornadoes
would be around $4 billion.

That’s higher than the roughly $3 billion insurance
industry loss that risk modeller Karen Clark &
Company had estimated.

Overall economiclosses for2021, from natural disasters,
catastrophes and severe weather, are estimated to have
been $280 billion by Munich Re, which is the fourth-
highest annual total to date.

For the insurance and reinsurance industry, Munich Re
estimates that, alongside 2005 and 2011, the year 2021
was the second-costliest ever for the insurance market,
at around $120 billion.

Torsten Jeworrek, Member of the Board of Management
at Munich Re, commented, “The images of natural
disasters in 2021 are disturbing. Climate research
increasingly confirms that extreme weather has
become more likely. Societies need to urgently adapt to
increasing weather risks and make climate protection a
priority.
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“Insurers meet their responsibilities by covering a
portion of the risks and losses. By applying risk-
adequate premiums, they put a price on natural
hazards, thereby encouraging carefully considered
behaviour to limit the losses. At the same time, severe
volcanic eruptions and earthquakes in 2021 showed
that we should not overlook these categories of natural
disasters either.”

Munich Re highlighted that many of the weather
catastrophes that occurred in 2021 fit in with the
expected consequences of climate change, which
makes loss preparedness and climate protection a
matter of urgency, the reinsurer said.

Because of the fact the majority of insured disaster
losses in 2021 were in the United States, the protection
gap narrowed as more of the losses were covered by
insurance and reinsurance.

But the gap was still roughly 57%, Munich Re noted,
reflecting the need for more insurance cover in even
advanced markets.

The US accounted for around $85 billion of the insured
loss total for the year, which was more than the global
insured loss tally in 2020, according to Munich Re’s
figures.

Hurricane Ida drove the largest loss, as you’d expect, at
around a $36 billion industry loss, Munich Re believes.

That’s higher than many reinsurers are currently
reserved to, our sources suggest, which means further
deterioration in hurricane Ida losses reported is possible
through the early weeks of 2022, we believe.

Munich Re pegs the European floods at $13 billion
and the US winter deep freeze and winterstorm Uri at
$15 billion, which are aligned with other estimates,
although some have the European flooding higher at
$15 billion.

Ernst Rauch, Chief Climate and Geo Scientist at
Munich Re, and head of the Climate Solutions Unit,
commented on the influence of climate change in the
losses experienced, “The 2021 disaster statistics are
striking because some of the extreme weather events
are of the kind that are likely to become more frequent
or more severe as a result of climate change. Among
these are severe storms in the USA, including in the
winter half-year, or heavy rain followed by floods in
Europe.
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“For hurricanes, scientists anticipate that the proportion
of severe storms and of storms with extreme rainfall
will increase because of climate change. Even though
events cannot automatically be attributed to climate
change, analysis of the changes over decades provides
plausible indications of a connection with the warming
ofthe atmosphere and the oceans. Adapting to increasing
risks due to climate change will be a challenge.”

The Asia Pacific region experienced relatively low
insured losses, at just $9 billion for the full-year, but
economic losses reached far higher at $50 billion.

The insurance gap, between economic and insured
losses, remains an issue and Munich Re highlights the
gap persists even in advanced economies of the world.

“Greater insurance density can help people and
countries to better cope with the financial consequences
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57%

of natural disaster
losses in 2021 were

not insured

of a disaster and help them return to a normal life.
Developing concepts in partnership with governments
(public-private partnerships) certainly makes sense,”
Ernst Rauch explained.

Source: Artemis
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Cost crisis threatens to overshadow need to act on climate change

—report

The cost-of-living crisis is the biggest and most urgent worldwide risk, but climate change and failure to take
action on global warming are the most serious long-term threats, according to experts.

The annual World Economic Forum (WEF) survey of
global risks revealed that the cost crisis has overtaken
the failure to act on climate change as the biggest
concern in the next two years as countries worldwide
battle to rein in sky-rocketing inflation.

The poll of more than 1,200 global risk experts, policy-
makers and industry leaders found that the global
pandemic and war in Europe have thrust fears over
soaring energy and food costs to the fore.

This crisis has sparked follow-on risks that will
dominate the next two years — such as the risk of
recession, growing debt distress, ongoing inflation

20280116

lesue 164 So<df

pressures and delays on taking rapid action on climate
change.

Geo-economic confrontation and the erosion of social
cohesion and polarised societies, made worse by
disinformation and misinformation, rank in second and
fifth place in the top 10 short-term risks.

But the analysis by the WEF — compiled with Marsh
McLennan and Zurich Insurance Group — showed a
different picture over the long-term, with the failure to
act on global warming and to adapt to climate change
as the two biggest global risks over the next 10 years.

In fact, climate change and environmental related



https://rdvdelassurance.ma/public/inscription
https://www3.weforum.org/docs/WEF_Global_Risks_Report_2023.pdf
https://www3.weforum.org/docs/WEF_Global_Risks_Report_2023.pdf

m)\ GAIR

ARAB RE

concerns account for four of the top five risks over the =~ headwinds will constrain their ability to do so.
10-year horizon and the WEF said the findings shows
the window for action is “closing rapidly and concerted,
collective action is needed before risks reach a tipping
point”.

“Faced with the most difficult geo-economic conditions
in a generation, companies should focus not just on
navigating near-term concerns but also on developing
strategies that will position them well for longer-term
Saadia Zahidi, managing director of the WEF, said:  risks and structural change.”

“The short-term risk landscape is dominated by energy,  The WEF, which is holding its annual Davos conference
food, debt and disasters. next week, said its study showed experts fear that the
“Those that are already the most vulnerable are  efforts to tackle the cost of living crisis, energy supply
suffering — and in the face of multiple crises, those who  and other immediate threats “risk undermining efforts
qualify as vulnerable are rapidly expanding, inrichand  to tackle longer-term risks, notably those related to
poor countries alike.” climate change, biodiversity and investment in human

She added: “Climate and human development mugt ~ apital”, according to the study.

be at the core of concerns of global leaders, even as  The report urges world leaders to “act collectively
they battle current crises. Cooperation is the only way  and decisively” and warns against so-called resource
forward.” rivalry, which could impact the supply of and demand

Carolina Klint, risk management leader of Continental ~ for natural resources including food, water and energy.

Europe for Marsh, cautioned that the mounting It also called on countries to work together to
economic pressures will hamper efforts to address  “strengthen financial stability, technology governance,
risks. economic development and investment in research,

She said: “At a time when countries and organisations ~ Science, education and health”.

should be stepping up resilience efforts, economic Source:The National
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TAIS2023-2024 Roadmap outlines two-year workplan addressing

key risks and trends in the insurance sector

The International Association of Insurance Supervisors (IAIS) today published its 2023-2024 Roadmap. The
Roadmap outlines the IAIS’ work programme for the next two years and is guided by the 2020-2024 Strategic
Plan.

“Inthe 2023-2024 period, the IAIS will prioritise efforts ~ continuity in the IAIS’ workplan, with activities
on key multi-year projects while also responding to the ~ focused on:

many global issues and trends facing the insurance
sector,” said IAIS Executive Committee Chair, Vicky
Saporta.

The 2023-2024 Roadmap provides significant

* Finalising the development of global standards, in
particular, the Insurance Capital Standard (ICS) for
Internationally Active Insurance Groups (IAIGs);

 Assessing trends and risks in the global insurance
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sector — through the Global Monitoring Exercise
(GME) — an important pillar of the Holistic Framework
for the assessment and mitigation of systemic risk
(Holistic Framework);

» Promoting effective supervisory practices, particularly
in responding to accelerating trends in the global
insurance sector; and

* Supporting and assessing the implementation of agreed
global standards and assessing their comprehensive
and consistent implementation, including the
macroprudential supervisory measures that form part
of the Holistic Framework.

The 2023-2024 period will be important for several
key IAIS reform projects. Ahead of the finalisation
of the ICS, the TAIS will issue a public consultation
on the ICS as a prescribed capital requirement (PCR),
undertake an ICS economic impact assessment and
commence an evaluation of whether the Aggregation
Method provides comparable outcomes to the ICS,
and hence will be considered an outcome-equivalent
approach for implementation of the ICS as a PCR. The
IAIS will also consult on revisions to key capital and
solvency-related standards that form the foundation
of ICS: draft revised ICP 14 (Valuation) and ICP 17
(Capital Adequacy).

Following the December 2022 Financial Stability Board
(FSB) endorsement of the IAIS Holistic Framework,
the TAIS will continue to monitor the possible build-

up of systemic risk through the GME and assess the
implementation of Holistic Framework supervisory
measures. Based on the first years of implementation
of the Holistic Framework, the IAIS will also begin a
review of certain standards, for instance, to enhance
clarity of interpretation.

Concurrently, the IAIS will continue to respond to the
numerous emerging and accelerating risks, challenges
and opportunities facing the insurance sector, including
climate-related risks, cyber risks, operational resilience,
digital innovation, DEI, financial inclusion and issues
around conduct and culture. Notably, the TAIS will
publish two reports related to cyber and operational
risks and will issue two consultations on climate-related
supervisory practices to promote a globally consistent,
adequate response to the risks posed by climate change.

In addition to hosting various targeted, virtual
stakeholder events throughout 2023, the IAIS also looks
forward to welcoming members and stakeholders to
two in-person milestone events, the Global Seminar in
Seattle in June and the Annual Conference and Annual
General Meeting of members in Tokyo in November.

“In the period ahead, the IAIS will build on the
significant achievements of the past year, thanks to
the commitment of our members and in partnership
with our stakeholders,” said [AIS Secretary General,
Jonathan Dixon.

Read the 2023-2024 Roadmap here.

Source: IAIS

Reinsurers must seek new opportunities & reprice amid climate

pressure: Moody’s

While reinsurers have thus far managed to defend against a rising tide of natural catastrophe losses, more de-
risking efforts, new opportunities and further re-pricing measures will all be required for the market to withstand

the challenges of climate change, Moody’s says.

In a new report, the rating agency notes that the rise in
natural disasters over the last five years has increased
losses for global insurers and reinsurers in tandem with
the rise in economic losses.

During this period, insured natural catastrophe losses
averaged about $100 billion, with 71% of the losses
occurring in North America, followed by 12% in Asia
and 11% in Europe.

And at the same time, high inflation is pushing up the
cost of materials and labour, exacerbating the impact of
post-pandemic supply chain disruption.

So far, Moody’s has viewed the reinsurance industry
as largely resistant to these trends, thanks in part to the
significantrate increases that have been pushed through,
as well as efforts to enhance catastrophe models and to
cut business in unprofitable areas.
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However, rising physical climate risk as a result of
chronic, slow-moving trends such as rising sea levels,
as well as increasing intensity of rainfall and extreme
temperatures creates additional underwriting and risk
management complexity, it warns.

Given their business mix and global exposure to
catastrophes, reinsurers typically have a highly negative
exposure to physical climate risks, but for now Moody’s
continues to rate them favourably due to their ability to
reprice their policies yearly, while maintaining high-
quality investment portfolios, healthy capitalization
and strong liquidity.

But the approaches to climate risk employed so far will
not work indefinitely, Moody’s says, as some reinsurers
may find they are enable to significantly reduce their
footprint in high-risk areas — as they have done in
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Florida and California — without eroding their broader
market presence.

To offset this trend, analysts at Moody’s believe the
market will have to begin exploring ways to manage the
evolving risk through new products and opportunities,
such as coverage for hydro-power development and
wind farms.

Additionally, a new risk/reward equilibrium will likely
require collaboration between reinsurers, primary
insurers, governments, companies and individuals to
better understand climate risk, and to develop more
effective adaptation and mitigation strategies, Moody’s
added/

Source: Reinsurance News

Sharp, Long-lasting Slowdown to Hit Developing Countries

Hard

Global growth is slowing sharply in the face of elevated inflation, higher interest rates, reduced investment,
and disruptions caused by Russia’s invasion of Ukraine, according to the World Bank’s latest Global Economic

Prospects report.

Given fragile economic conditions, any new adverse
development—such as higher-than-expected inflation,
abrupt rises in interest rates to contain it, a resurgence
of the COVID-19 pandemic, or escalating geopolitical
tensions—could push the global economy into
recession. This would mark the first time in more than
80 years that two global recessions have occurred
within the same decade.

The global economy is projected to grow by 1.7%
in 2023 and 2.7% in 2024. The sharp downturn in
growth is expected to be widespread, with forecasts in
2023 revised down for 95% of advanced economies
and nearly 70% of emerging market and developing
economies.

Over the next two years, per-capita income growth
in emerging market and developing economies is
projected to average 2.8%—a full percentage point
lower than the 2010-2019 average.

Growth in advanced economies is projected to slow
from 2.5% in 2022 to 0.5% in 2023. Over the past two
decades, slowdowns of this scale have foreshadowed a
global recession.
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By the end of 2024, GDP levels in emerging and
developing economies will be roughly 6% below
levels expected before the pandemic. Although global
inflation is expected to moderate, it will remain above
pre-pandemic levels.

The report offers the first comprehensive assessment
of the medium-term outlook for investment growth in
emerging market and developing economies. Over the
2022-2024 period, gross investment in these economies
is likely to grow by about 3.5% on average—Iless than
half the rate that prevailed in the previous two decades.
The report lays out a menu of options for policy makers
to accelerate investment growth.

Policymakers in small states can improve long-term
growth prospects by bolstering resilience to climate
change, fostering effective economic diversification,
and improving government efficiency. The report calls
upon the global community to assist small states by
maintaining the flow of official assistance to support
climate-change adaptation and help restore debt
sustainability.

Download Global Economic Prospects here.

Source: World Bank
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Regulator orders motor insurers to adhere to pricing protocol

The Insurance Supervisory Commission (ISC) of the
Finance Ministry has started out the New Year calling
out motor insurers, several of whom have violated a
multilateral memorandum of understanding (MoU) on
motor insurance pricing.

The ISC says that several transgressions have been
recorded in motor insurance and ordered insurance
companies to put an end to them and to implement
the provisions of the multilateral protocol, which was
signed by all insurers.

A reminder to this effect was sent to the Algerian Union
of Insurance and Reinsurance Companies (UAR),
signed on 5 January 2023 by the Commission president
Mr Abdelkrim Bouzred, according to local media
reports. In turn, the UAR sent a note to insurance
companies to remind them of the need to adhere to the
multilateral agreement.

The directive, which has the title, “Excesses of the
multi-protocol agreement on motor insurance, reads,
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“The authority has been informed of violations in the
application of the multilateral protocol in the field of
auto insurance.”

Discounts

The MoU was signed by all motor insurers in 2017,
approved by the insurance regulator, and entered
into force in January 2021. It regulates the discounts
granted by insurance companies to customers on motor
insurance premiums. Discounts are capped at 50% to
fight against unfair competition that was undermining
the automobile branch that had become unprofitable.

To enforce the MoU, the ISC directed the UAR
to reactivate the vigilance committee to monitor
cases of non-compliance. The committee is to hold
periodic meetings to determine the extent of insurance
companies’ commitment to observing the protocol,
Violations are to be brought to the attention of the ISC
for the latter to take the necessary disciplinary measures
against errant insurers.
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The ISC insists on compliance with the MoU to
enable insurers to improve the technical results of the
automobile branch and ensure a quick return to stability
in this branch.

This is not the first time that motor insurers have been
ordered to comply with the MoU. Previous directives

Arab Insurance
Egypt

failed to produce results in the absence of sanctions
against offenders.

The automobile branch represented 43% of insurers’
activity in 2021, with a turnover of DZD62.1bn
($455m), down 2% compared to 2020°s DZD63.2bn.

Source: Middle East Insurance Review
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Saudi Arabia’s general insurance industry to reach $14.5 billion
by 2026, driven by increased health awareness and recurring
natural disasters, says GlobalData

Saudi Arabia’s general insurance industry is expected
to grow at a compound annual growth rate (CAGR)
of 6.2%, from SAR40.3 billion ($10.7 billion) in
2021 to SARS54.6 billion ($14.5 billion) in 2026 in
terms of gross written premiums (GWP), according to
GlobalData. The leading data and analytics company
notes that growth will be driven by an increasing
number of natural disasters, as well as government
measures to expand health insurance.

According to GlobalData’s Insurance Database, Saudi’s
general insurance industry is projected to register a
slower growth of 5.6% in 2022 and 5.7% in 2023 as
compared to 7.5% growth in 2021. The growth in 2022
and 2023 will be mainly supported by the increase in
demand for health insurance and property insurance.

Personal accident and health (PA&H) insurance is
Saudi’s largest general insurance line, accounting for a
62.5% share of GWP in 2022. It is forecasted to grow
at a CAGR of 6.7% between 2021-2026, supported
by the country’s aging population and favorable
regulatory developments. For instance, in November
2022, the Council of Cooperative Health Insurance
(CCHI) announced that while renewing or extending
tourist visa, all visitors should purchase a new health
insurance from local insurance companies. This comes
after the government announced in 2020 that all tourists
visiting Saudi Arabia should purchase mandatory
health insurance from CCHI-approved local insurers
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) GlobalData.

Source: GlobalDatalnsurance Intelligence Center

during their stay.

Additionally, in September 2022, the CCHI proposed
health insurers expand insurance coverage limits for
existing policyholders. The proposal includes adding
18 new benefits to health insurance policies and
increasing coverage limits for mental health treatment
from SAR15,000 ($4,000) to SARS50,000 ($13,333.3)
for acute and chronic psychiatric cases.

Motor insurance is the second-largest insurance line,
accounting for a 19.6% share of premiums in 2022. It
declined by 2.3% in 2021 due to a price increase caused
by inflation of automotive spare parts and a decline
in vehicle sales. A recovery in vehicle sales will help
motor insurance grow by 2.4% in 2022 and 3.7% in

2023.
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Property insurance is the third largest general insurance
line, accounting for an 11.7% share in terms of GWP
in 2022. Property insurance is expected to grow at a
CAGR of 7.3% over 2021-26. Increased exposure to
natural catastrophe damages will support demand for
property insurance in Saudi Arabia as sand and dust
storms and droughts are recurring natural events in
Saudi Arabia.

Companies News

Liability and marine, aviation, and transit insurance
account for the remaining 6.2% share in 2022.

Manogna Vangari, Insurance Analyst at GlobalData,
comments: “Favourable regulatory developments and
demand for property insurance due to recurring natural
disasters will drive growth in the general insurance
industry in Saudi Arabia over the next five years.”

Source: GlobalData

ICIEC Signs Facultative Reinsurance Agreement with Uzbekinvest to

Support Export Development

Saudi Arabia: The Islamic Corporation for the
Insurance of Investment and Export Credit (ICIEC),
the insurance arm of the Islamic Development Bank
(IsDB) Group, and Uzbekinvest Export-Import
Insurance Company signed a Master Reinsurance
Agreement to support exports of Uzbekistan.

The agreement was signed by Mr Oussama Kaissi,
Chief Executive Officer of ICIEC, and Mr. Rustam
Khalikov, First Deputy Director General, Uzbekinvest.

Under the agreement, ICIEC will provide reinsurance
services to Uzbekinvest for exports of goods and
services from Uzbekistan to all over the world, this

will enhance the underwriting capacity of Uzbekinvest,
hence increasing the country’s exports. ICIEC has
been extending similar reinsurance support to other
Member States’ export credit agencies (ECA) and
Eximbanks. Commenting on the agreement Mr
Oussama Kaissi said “ICIEC welcomes this partnership
with Uzbekinvest which will strengthen our efforts
in providing reinsurance in export credits, especially
in the CIS region. It is believed that there is strong
demand for export credit insurance from business
communities, especially after the economic crises and
political turbulence in certain countries”.

Bahrain National Insurance expected to maintain strong returns

Bahrain: Returns made by Bahrain National Insurance
Company (BNI) are expected to remain strong, going
forward, says AM Best.

BNI has a track record of strong operating performance,
demonstrated by a five-year (2017-2021) return on
equity (ROE) of 14.0%, the global credit rating agency
notes. Improving technical profitability in recent
years, following the negative effect of one-off reserves
strengthening incurred in 2017 and 2018, has supported
a solid five-year (2017-2021) weighted average
combined ratio of 93.0% (2016-2020: 106.2%).

Operating performance remained strong in 2021,
translating to an ROE of 20.1% (2020: 18.4%) and a
combined ratio of 78.1% (2020: 81.6%).

AM Best has affirmed BNI’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 BNI’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.
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BNI’s balance sheet strength is underpinned by its
risk-adjusted capitalisation at the strongest level, as
measured by Best’s Capital Adequacy Ratio (BCAR),
robust liquidity, and a well-diversified investment
portfolio by asset class.

AM Best expects BNI’s risk-adjusted capitalisation
to remain at the strongest level over the medium
term, supported by internal capital generation despite
relatively high dividend distributions to its parent,
Bahrain National Holding Company. Partially offsetting
rating factors include high reinsurance dependence
and elevated asset risk, with exposure to equities,
real estate and unlisted securities representing 51% of
shareholders’ equity at year-end 2021.

BNI has a well-established franchise as one of the
largest non-life insurance companies in Bahrain, where
it wrote gross written premium of BHD27.0m ($72.1m)
in 2021. In particular, the company holds a market-
leading position in the motor line of business. Although
BNI benefits from a strong brand and good reputation
locally, the company’s business profile assessment is
constrained by its concentration on Bahrain’s small and
highly competitive non-life insurance market.

Source: Middle East Insurance Review
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In a World of Uncertainties, We've Got You Covered
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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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