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Markets’ Reports

UAE Listed Insurance Companies Performance Analysis For
Year End 2022 (Preliminary Results)

UAE Listed Insurance companies saw their top line
increase by 11% and closed the year at AED 29 billion TOPS

up from AED 26 billion in 2021. This growth can R

be attributed to the Large 3 insurers that account for 1%

AED 2.8 billion of the total increase. The industry also 6.[!00 0

benefited from some mandatory schemes which inflate 400
the top line since the local companies cede business to I II 0

rillions

i
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From a profitability perspective, the reduction in rates,
specifically in Motor, in 2020/2021 and increase in GRIENT AN H
commissions have impacted the industry adversely. IGNP2ZL MGP2022

The situation is as bad as predicted. Net profit for the . —
industry has dropped by around AED 462 million or 23% YoY to AED 1.52 billion from AED 1.99 billion.
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Net profit for the industry excluding the “Top 3”
insurers has dropped from AED 902 million in 2021
to AED 397 million in 2022 — a drop of 56%!. 18 of
the 29 companies have seen a deterioration in profits
compared to FY 2021.

While the numbers show a decrease of 23% (or 56%),
the underlying situation could be much worse due
to few factors that are not captured by these results.
A key factor being inter-company receivables. In the
recent circular by the CBUAE — they have listed some
auditing issues and one of which is that receivables
are overstated. There is a possibility that between the
issuance of preliminary and final audited accounts
there could be a revision in profits due to scrutiny by

World Insurance

the auditors.

With the significant impact on profitability, the
requirements to show solvency positions publicly and
onset of IFRS17 which speeds up the loss recognition
for onerous contracts — we see 2023 as a year where
the UAE Insurance Industry will have to focus on
fundamentals in terms of pricing, risk selection and
overall risk management.

The results have been obtained from the published,
unaudited preliminary numbers of the listed insurance
companies of UAE.

To download full report, please click here

Source: BADRI

Earthquakes to drive insured losses of $2.4 billion in Turkey,

says KCC

Total property insurance and reinsurance industry losses from the dual Kahramanmaras, Turkey earthquakes
are estimated at $2.4 billion, with economic losses pegged at close to $20 billion, according to Karen Clark &

Company (KCC).

These estimates do not include losses within Syria, and
are based on the KCC Turkey Earthquake Reference
Model.

According to KCC, across 10 of Turkey’s 81 provinces,
the M7.8 earthquake, which occurred near a triple
junction of three tectonic plates close to the Turkey-
Syria border, destroyed or heavily damaged more than
41,000 buildings, the majority of which were poorly
designed or constructed.

Numerous aftershocks followed the main earthquake,
the largest of which was a M7.5 event.

“The widespread damage to buildings, especially near
the epicenter, can be attributed in part to ground motion
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acceleration that was much more intense than the
buildings were designed to withstand. That said, much
of the damage stems from poor construction practices
and lax enforcement of building codes,” says KCC.

The most affected regions in Turkey are Gaziantep,
Kahramanmaras, Malatya, Osmaniye, Iskenderun,
Antakya, and Adana, with significant damage in
Sanliurfa and Diyarbakir as well, notes KCC.

Currently, the death toll is nearing 42,000, and is
expected to rise further as search and rescue efforts
continue. The number of lives lost is now far higher
than the 2011 Tohoku quake, and also the 1999 Ismit
quake.



https://fintechrobos.com/ar/etn/arab-actuarial-conference-2023/
https://badriconsultancy.com/wp-content/uploads/2023/02/BADRI-UAE-Annual-Preliminary-Industry-Report-2022-Q4.pdf
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This loss estimate from KCC again highlights the
vast protection gap (disparity between economic and
insured losses post-event) that exists in the country.
An economic cost of close to $20 billion for property
losses, of which $2.4 billion is expected to be covered
by insurance, points to a protection gap of around $17.6
billion, or 88%.

KCC’s estimate follows that of Verisk’s extreme event

solutions, which recently pegged economic losses
at more than $20 billion, of which re/insurers would
cover just 5%, or more than $1 billion of this total.

Analysts expect insured losses to be limited in light
of low insurance penetration levels in the region but
do expect reinsurers to absorb the bulk of any industry
loss.

Source: Reinsurance News

Pricing in climate change a “complete priority” for Swiss Re:

Mumenthaler

Christian Mumenthaler, Chief Executive Officer (CEO) of Swiss Re, has asserted that adequately pricing in the
effects of climate change to its policies is a “complete priority” for the reinsurer.

His comments came as part of a media call held
alongside the release of Swiss Re’s results for 2022,
during which leaders discussed how the warming
climate could impact the re/insurance industry.

Swiss Reannounced netincome of'$472 million for 2022
compared with $1.4 billion a year earlier, as the impact
of economic inflation on expected claims impacted its
P&C businesses, and large natural catastrophe losses
exceeded expectations at $2.7 billion.

On the topic of cat losses, Mumenthaler granted that
it remains uncertain how climate change is interacting
with some losses such as hurricane.

But for other secondary perils such as flood and drought,
he maintained that it is “scientifically clear that there’s
significantly more losses.”

Accordingly, the reinsurer has worked to adapt its
models over the last several years, in order to better
understand how these kind of losses will evolve, and
how it can continue to provide cover for them in a
sustainable way.

“On climate change, this is a huge industry topic, it’s a

huge topic for our investors, as you can imagine. And
so, there’s a lot of pressure, a lot of questions, certainly
last year, do you know what you’re doing and all of
that,” Mumenthaler explained, noting that Swiss Re
maintains some 50 scientists in house to work on its
modelling capabilities.

However, a consequence of adjusting these models is
that prices must rise in line with the risk, which means
that consumers ultimately end up paying more under
the current system, he added.

“These are pricing signals for, if you build houses in
the floodplain, you will see insurance go up and up and
up, until you either build a house in such a way that
it’s safe, or you build it somewhere else,” Mumenthaler
said.

“The topic of not being able to cover at all is not yet
a big topic because you can still price everywhere,
but clearly the prices are going up and this will have
some political backlash depending on where you are,
in which country you are,” he concluded. “So, it’s a
complete priority for us to be on top of that and try to

understand trends and price it correctly.”
Source: Reinsurance News

Insurance M&A slowdown may be best time for attractive deals:

PwC

Analysts at PwC have forecast that mergers and acquisitions (M&A) in the re/insurance sector could be set to slow
in response to inflationary and interest rate challenges, but have added that this could also create the conditions for

deals at more attractive terms.

Overall, PwC expects M&A deals across all financial
industries to rise in 2023 despite headwinds, as investors
and executives look to balance short-term risks with
their long-term business transformation strategies.

The broker’s Global M&A Industry Trends Outlook
concludes that deals still present a desirable way for
financial services firms in particular to boost digital
capabilities, counter the disruption from platforms
and fintechs, and address sustained pressure from
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regulators.

However, dealmakers nonetheless face challenges
from the current uncertain macroeconomic market
environment, including slowing GDP growth,
inflation, higher interest rates and disruption resulting
from the Russia— Ukraine conflict, and fallout from
cryptocurrency failures.

Other factors compounding these challenges include




supply chain disruption, competition for highly skilled
talent, and accelerated digital and cloud transformation.

For insurers and reinsurers specifically, PwC
highlighted the problem of premiums lagging behind
inflation rates, particularly in the property and casualty
space where companies face strong product pricing
challenges.

Additionally, analysts observed that high inflation
in goods and services is driving up costs of personal
insurance claims, with the non-life segment again
more affected than the life segment, especially through
property and motor claim costs.

And on a similar note, operational expenses are
increasing because labour costs, a key component of
insurers’ operational expenses, are being driven up
further by wage inflation.

Other issues for insurers flagged by PwC include
changing policyholder preferences, which may result
in higher demand for products supported by higher
interest rates, such as guaranteed savings.

“The need to accelerate transformation for insurers is

critical,” commented Matt Britten, Partner, Insurance
at PwC Bermuda. “In this challenging environment, it
1s time for insurers to clearly define their core business
and decide which business areas will drive future
growth and should be retained, and which to exit or
dispose of, with the aim of deriving the greatest value
from the divestment.”

He added: “M&A tends to slow during times of
uncertainty or market volatility — but those can be
precisely the times when valuations become more
attractive and opportunity knocks.”

PwC further predicts that strong M&A activity will
be realised in the insurance broker sector, although it
also warned of the growing risk of disintermediation
as rapid interest rate rises may result in policyholders
surrendering policies faster.

On this point, analysts highlighted examples of several
insurance brokers held by founding and private
owners, or representing the acquisition platform for
private equity firms, who are already in the process of
significantly consolidating the market of small, mid-

tier and peer'SIZed players. Source: Reinsurance News

P&I Clubs See Improving Underwriting Results but Investment
Environment Remains Challenging

In a new report, analysts from AM Best predict an improvement in Protection and Indemnity (P&I) clubs’
underwriting performance for the 2022/23 year but warn that a difficult investment environment is likely to

continue to weigh on earnings.

The Best’s Market Segment Report, “P&I Clubs in
2023: Improving Underwriting Results but Investment
Environment Remains Challenging,” states that the
overall credit quality of the International Group of P&I
Clubs, which collectively insures approximately 90%
of the world’s oceangoing tonnage, has deteriorated
due to underwriting and investment losses, leading to a
reduction in free reserves.

However, AM Best believes that the clubs have
sufficient tools at their disposal to navigate the
challenges that the segment is facing and to improve
their credit quality once again.

For 2022/23, AM Best expects underwriting
performance to improve, returning an overall combined
ratio close to 100% (2021/22: 107%). This will have

P&l Clubs — Financial Performance of the
International Group
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been helped by the absence of reported pool claims
during the first half of the 2022/23 year, following
years of record highs.

Source: AM Best
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https://news.ambest.com/research/DisplayBinary.aspx?TY=P&record_code=328794&URatingId=3101297&AltSrc=22&_ga=2.233694679.850163862.1676703479-793228939.1600468822&_gl=1*1z9ije*_ga*NzkzMjI4OTM5LjE2MDA0Njg4MjI.*_ga_VNWYD5N5NL*MTY3NjcwMzQ3OC42MC4xLjE2NzY3MDQyODUuMC4wLjA.
https://news.ambest.com/research/DisplayBinary.aspx?TY=P&record_code=328794&URatingId=3101297&AltSrc=22&_ga=2.233694679.850163862.1676703479-793228939.1600468822&_gl=1*1z9ije*_ga*NzkzMjI4OTM5LjE2MDA0Njg4MjI.*_ga_VNWYD5N5NL*MTY3NjcwMzQ3OC42MC4xLjE2NzY3MDQyODUuMC4wLjA.
https://news.ambest.com/research/DisplayBinary.aspx?TY=P&record_code=328794&URatingId=3101297&AltSrc=22&_ga=2.233694679.850163862.1676703479-793228939.1600468822&_gl=1*1z9ije*_ga*NzkzMjI4OTM5LjE2MDA0Njg4MjI.*_ga_VNWYD5N5NL*MTY3NjcwMzQ3OC42MC4xLjE2NzY3MDQyODUuMC4wLjA.
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https://fra.gov.eg/wp-content/uploads/2023/01/%D9%82%D8%B1%D8%A7%D8%B1-%D8%B1%D9%82%D9%85-19-2014-%D9%88%D9%81%D9%82%D8%A7%D9%8B-%D9%84%D8%A2%D8%AE%D8%B1-%D8%AA%D8%B9%D8%AF%D9%8A%D9%84-%D9%8A%D9%86%D8%A7%D9%8A%D8%B1-2023-1-1.pdf
https://fra.gov.eg/wp-content/uploads/2023/01/%D9%82%D8%B1%D8%A7%D8%B1-%D8%B1%D9%82%D9%85-19-2014-%D9%88%D9%81%D9%82%D8%A7%D9%8B-%D9%84%D8%A2%D8%AE%D8%B1-%D8%AA%D8%B9%D8%AF%D9%8A%D9%84-%D9%8A%D9%86%D8%A7%D9%8A%D8%B1-2023-1-1.pdf
https://fra.gov.eg/wp-content/uploads/2023/02/%D9%82%D8%B1%D8%A7%D8%B1-902-%D9%84%D8%B3%D9%86%D8%A9-2016-%D9%88%D9%81%D9%82%D8%A7%D9%8B-%D9%84%D8%A2%D8%AE%D8%B1-%D8%AA%D8%B9%D8%AF%D9%8A%D9%84-%D8%A8%D8%AA%D8%A7%D8%B1%D9%8A%D8%AE-31-1-2023.pdf
https://fra.gov.eg/wp-content/uploads/2023/02/%D9%82%D8%B1%D8%A7%D8%B1-902-%D9%84%D8%B3%D9%86%D8%A9-2016-%D9%88%D9%81%D9%82%D8%A7%D9%8B-%D9%84%D8%A2%D8%AE%D8%B1-%D8%AA%D8%B9%D8%AF%D9%8A%D9%84-%D8%A8%D8%AA%D8%A7%D8%B1%D9%8A%D8%AE-31-1-2023.pdf
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Les primes augmentent de 9,3% en 2022

Le chiffre vient de tomber ! le secteur des assurances a
réalisé 54,8 milliards de dirhams de primes en 2022, en
hausse de 9,3% d’une année a ’autre.

Selon les derniers chiffres de I’ Autorité de controdle,
I’assurance Vie a cumulé 25,5 milliards de dirhams de
primes I’année écoulée, un chiffre en hausse de 11,5%
d’une année a ’autre.

Arab Insurance
Lebanon

La branche Non vie progresse de 7,5%, grace a une
bonne tenue de I’assurance maladie (+8,5%), la RC
automobile (+6,1%) ou encore 1’acceptation.

Les prestations payées ont fortement augmenté
(+23,3%) alors que les placements du secteur ont
dépassé les 195 Mds de dirhams.

Pour télécharger I’ ACAPS rapport, veuillez cliquer ici

Source: T) T Assurances
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Chart 2.4: Gross Written Contributions by Types of Business
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UAE Industry Report Q3 — 2022

SHMA consulting published new report titled “UAE
Industry Report Q3-2022”. The new report was
analyzed the UAE insurance sector in Q3-2022
extracted the following results

The shareholders’ return on equity of the listed
insurance companies remained stable in Q3 2022.

Al Khazna and Watania had not published their
—nancials for Q3 2022 as of the compilation of this
report.

Hence, they are not included in our analysis. The
Ministry of Finance announced that a Federal Corporate
Tax of 9% will be introduced in the UAE on business
pro—ts e ective on 1 June, 2023.
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UAE Insurance Industry Report 2022
At a Glance
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https://www.centralbank.ae/media/5pfeshog/takaful-insurance-report-2022-1.pdf
https://shmaconsulting.com/wp-content/uploads/2023/02/UAE-Q3-2022-Report-Final.pdf
https://shmaconsulting.com/wp-content/uploads/2023/02/UAE-Q3-2022-Report-Final.pdf
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The UAE Government will now follow a Monday
to Friday work week, with Friday being a half day —
resulting in a 4.5 day working week.

All Actuarial reports (Financial Condition Report
(FCR), Pricing Reports, Underwriting Performance
Review Reports, Solvency Recovery Plans, Life
Products and Distribution) must be accompanied by
relevant QACs.

Dar Al Takaful (DAT) and Watania announced the
completion of their merger, e ective July 1, 2022,
pursuant to the merger plan announced on March 3,
2022, and after meeting all required regulatory and
shareholder approvals.

Insurance Faces

As part of the merger completion process, trading in
Watania shares on Abu Dhabi Securities Exchange
(ADX) has ceased as of the closing of the trading
session on Wednesday, 15 June, 2022, and the Company
o cially delisted from the ADX on 30 June 2022.

Abu Dhabi-listed AXA Green Crescent has changed
its name to Hayah Insurance Company, following
approval from local regulators. The change follows
AXA’s exit from the Middle East in September 2021.

Abu Dhabi-listed Oman Insurance has also changed
its name to Sukoon Insurance. The change follows
Oman’s exit from the Middle East in November 2022

Source: SHMA
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Oman Re reports GWP growth of 32.5% for year 2022

Oman: Oman Re, the Sultanate’s first and only
reinsurer, reported Gross Written Premium (GWP)
of OMR 36.6m (USD 95.0m) for the year end 31
December 2022, representing a 32.5% rise compared
to previous year’s OMR 27.6m (USD 71.7m). The
Company posted 20.0% growth in Profit After Tax
of OMR 1.6m (USD 4.2m) against OMR 1.4m (USD
3.6m) during year 2021.

Apart from the improvements within the reinsurance
markets, Oman Re’s continued profitability was driven
by substantial increase in underwriting results and
remarkable performance of the Company’s investment
portfolio. The Net Underwriting Result for the year was
OMR 3.4m (USD 8.7m) in comparison to OMR 2.1m
(USD 5.3m) during 2021 representing a notable 63.3%
improvement. These results reflect Oman Re’s prudent
underwriting practices despite higher claim activity
during the year, which is attributed to development in
the business volume.

The combined ratio for year 2022 stood at 96.1%
compared to 99.4% for the previous year, which is
3.3% point improvement. Furthermore, the Investment
and Other Income grew by 10.6% during the year 2022
to reach OMR 2.3m (USD 6.0m) compared to previous

year’s OMR 2.1m (USD 5.5m)
based on proactive investment
management as well as
significant cash generation. The
Company’s net equity stood at
OMR 29.1m (USD 75.6m) as at
31 December 2022.

The Company’s CEO,
Romel Tabaja commented:
“Although the macroeconomic
environment remained
challenging, Oman  Re’s
proactive strategy and strong capital position enabled
us to deliver sustainably positive performances across
all classes of business.”

Headded, “From strengthening foothold in the Sultanate
of Oman to reinforcing growth within the Afro-Asian
markets and beyond, the Company witnessed notable
progress by executing our strategic initiatives. While
we remain committed to drive resilient results and
create value for all our stakeholders, we are firmly
adhering towards becoming the preferred reinsurance
partner in our target markets.”

Source: Company’s website
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