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Reinsurers’ capital base rise and underlying RoE comfortably
exceed cost of capital — Gallagher Re

Rate increases were the main driver of the continued strong premium growth of 8.7% in the first half of this year,

according to the reinsurance broker.

The first six months of 2023 saw reinsurers’ capital base
rise and underlying return on equity (RoE) comfortably
exceed cost of capital, according to reinsurance broker
Gallagher Re.

Capital dedicated to the global reinsurance sector
totalled $709bn at the half year point, an increase of
13% versus the restated full-year 2022 base.

This is according to the latest Reinsurance Market
Report, which tracks the capital and profitability of the
global reinsurance industry and is published today by
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reinsurance broker Gallagher Re.

The rise in capital was due to strong investment
performance and steadily improving underwriting
results, the broker noted.

There was a notable lack of new capacity despite
continued favourable market conditions.

Rate increases were the main driver of the continued
strong premium growth of 8.7%.

Volume growth was limited, partly due to rising
attachment points and a shift in business mix, the
intermediary  said.

The combined ratio improved on a reported basis to
87.6%, improved slightly from 89.2% at the same
point of 2022, and on an underlying basis to 95.4%,
improved from 97.7%.

The underlying combined ratio, in particular, was the
strongest underwriting performance achieved over the
ten years Gallagher Re has conducted this analysis.

On an underlying basis, the average RoE reported by

reinsurers increased to 13.4%, a material improvement
over 10.2% at 2022’s half year point, driven by
improved underlying underwriting margins and higher
running investment income.

The reported RoE increased even more strongly to
19.3% from 4.4% a year before, driven additionally by
investment gains. The broker noted that for a second
consecutive year the underlying RoE is well above
the cost of capital after an elongated period of sub-par
returns.

“Global reinsurers have shown strong performance in
the first half of this year, reporting increased capital
alongside improved underwriting profitability and
RoEs,” said Tom Wakefield, CEO, Gallagher Re.

“On an economic basis, capital adequacy also remained
robust and indeed generally improved. Higher interest
rates and rate increases booked at renewals YTD
provide a tailwind and the potential for reinsurers to
improve ROE further,” Wakefield added.

Source: Global Reinsurance

Reinsurance market gears up for sustainable growth ahead of

Jan 1 renewals: Aon

In a promising turn of events, the global reinsurance market is poised for a more orderly and predictable renewal

season ahead of January 1, 2024.

Aon’s Reinsurance Renewal Season 2023 report
highlights the positive outlook, citing a strengthening
of relationships and a balanced supply and demand
scenario, all bolstered by the absence of a significant
catastrophe event.

Afteraresetinproperty catastrophe pricing and retention
levels in January 2023, subsequent renewals in April,
June, and July proved more predictable. Reinsurers
re-established their risk appetite, and insurers adeptly
navigated the evolving market dynamics, leading to a
steadier trajectory.

One notable development contributing to this stability
is the steady growth in capacity throughout the year.
Capital inflows from third-party investors, traditional
reinsurers, and insurance-linked securities (ILS) have
rejuvenated the market.

The resurgence of the ILS market, in particular, has
been instrumental in the property catastrophe sector,
sending a clear signal to the traditional segment.

Aon estimates that global reinsurer capital has surged
by 10.7 percent, amounting to $620 billion since the
third quarter of 2022.

This surge is primarily attributed to retained earnings,
recovering asset values, and fresh investments in
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the catastrophe bond market. While this trend is
encouraging, the market still has some ground to cover
before reaching pre-pandemic levels.

The reinsurance market’s renewed stability is further
reflected in better results in the first half of the
year, despite higher-than-average industry natural
catastrophe losses.

Reinsurers have achieved an impressive average
annualised return on common equity of 17.7 percent,
a stark improvement from the previous year’s mere 1.2
percent, albeit on a reduced capital base.

This positive trend is set to continue, with reinsurers
showing a heightened appetite for property catastrophe
business, especially in middle to higher layers.
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Challenges persist in placing lower layers where
insurers’ needs are more pressing, but opportunities
abound for reinsurers to establish themselves as long-
term strategic partners at these attachment points.

Moreover, the casualty reinsurance market remains
attractive due to underlying rate improvements and
enhanced investment returns. Although casualty
capacity is ample, reinsurers are exercising discipline
in light of economic and social inflation and prior-year
loss developments.

While the market is gearing up for a robust January
1 renewal, it remains vigilant regarding natural
catastrophe frequency, which has been a challenge. The
first half of 2023 witnessed ongoing high-frequency
weather-related catastrophe activity, primarily from
modeled secondary perils. However, reinsurers have
successfully distanced themselves from these losses,
thanks to retention increases and a shift away from
providing aggregate catastrophe protection.

With the reinsurance market on a more sustainable
footing, insurers and reinsurers can now shift their focus
towards innovation and growth. Legacy reinsurance
is in high demand, and opportunities are expanding,
especially in segments like mortgage reinsurance,
which has seen capacity constraints and significant
price increases.

The market’s newfound stability and profitability are

pivotal in addressing broader challenges within the
insurance industry, such as the protection gap in natural
disaster coverage.

Aon’s 2023 Weather Climate Catastrophe Insight
report reveals that only 43 percent of the $340 billion
in damage from natural disasters in 2022 was covered
by insurance. There’s a substantial opportunity to close
this gap and bolster vulnerable communities and local
economies.

Additionally, the reinsurance sector can play a crucial
role in addressing emerging risks tied to transformative
trends.

Aon’s analysis identifies over $80 billion in premium
growth opportunities related to megatrends like the
Metaverse, Shared Mobility, and Intellectual Property.
Leveraging artificial intelligence through prescriptive
analytics could unlock an additional $100 billion in
premiums.

In conclusion, while uncertainties may persist in the
second half of 2023, the reinsurance market appears
more orderly and resilient than before. With this
improved stability, the market is now better positioned
to collaborate constructively and prioritise client-
centric solutions, reinforcing its value proposition
and driving innovation to meet the evolving needs of
insurers.

Source: Reinsurance News

Global reinsurance market improves to ‘Stable’, per S&P Global

Ratings

S&P Global Ratings has revised its view of the global reinsurance sector to ‘Stable’ from ‘Negative’.

In a report titled “Global Reinsurance Stabilises As
Green Shoots Emerge In Underwriting,” published
yesterday, S&P Global Ratings credit analyst Mr
Taoufik Gharib said, “During the 2023 renewals, much-
needed structural changes in reinsurance underwriting,
including tighter terms and conditions and repricing of
risk, resulted in the hardest market in decades in short-
tail lines, shifting pricing power back to reinsurers.”

He also said, “We have changed our view of the global
reinsurance sector to ‘Stable” from ‘Negative’ because
we expect it will earn its cost of capital in 2023-2024,
based on favourable property/casualty reinsurance
pricing conditions, pre-pandemic earnings levels in life
reinsurance, and increasing net investment income.
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“We expect these green shoots will take root and help
address industry challenges. Reinsurers have had
to quickly adapt to evolving conditions amid more
frequent and severe natural disasters and an abundance
of unprecedented economic and geopolitical events.
High inflation, COVID-19, and the Russia-Ukraine
conflict have had untimely negative effects on an
already overburdened sector.”

Meanwhile, mark-to-market losses eroded aggregate
capital buffers for the reinsurance sector to a position
just redundant at the ‘AA’ confidence level at year-
end 2022, but some of those losses are beginning to
unwind, and improving operating results should sustain
the industry’s capital adequacy.

Source: Asia Insurance Review
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Insurance industry faces record annual nat cat losses of $133

billion: Verisk

The global insurance industry is grappling with an unprecedented challenge as the annual average loss from
natural catastrophes reaches a staggering $133 billion, according to the latest findings from Verisk’s extreme event

solutions models.

These figures, unveiled in the 2023 Global Modeled
Catastrophe Losses Report, highlight a concerning
trend of escalating losses over the past decade.

Bill Churney, President of Verisk’s extreme event
solutions, attributes this alarming surge in catastrophe
losses to several key factors.

The primary drivers include the growth in exposure
values, fueled by ongoing construction in high-hazard
areas, and rising replacement costs due to inflation.

While climate change is often cited as a factor, Churney
emphasizes that year-over-year increases in exposure
and replacement values exert a more immediate impact.

Moreover, the nature of the hazards contributing to
these losses has evolved. Traditionally, hurricanes and
earthquakes took center stage, but now flood, severe
thunderstorm, and wildfire-related losses account for a
significant portion of annual damages.

This shift is attributed to the increased frequency of
these events and the higher value of properties at risk.

Severe thunderstorms have emerged as a major
concern, with over 70 percent of insured losses in 2023
attributed to them.

In this year’s report, it is revealed that severe

thunderstorms globally now account for nearly 40
percent of the Global Average Annual Loss (AAL)
insured. Notably, the United States bears the brunt of
these losses, constituting 21 percent of the global AAL.

Verisk’s analysis also underscores a critical issue — the
global protection gap. The company estimates that
global economic losses from natural catastrophes could
exceed a staggering $400 billion.

This stark contrast between insured and economic
losses highlights the immense challenge facing society.
Insurance coverage varies significantly by region, with
North America insuring approximately 51 percent of
economic losses, while Asia lags behind at just 12
percent, reflecting low insurance penetration in these
areas.

Inresponse to these challenges, Bill Churney advocates
for the continued use of probabilistic catastrophe
modeling to understand risk comprehensively.

He urges (re)insurers to leverage these models, along
with current exposure data, to contextualise recent
losses while considering the influence of factors such
as exposure growth, climate change, and the expanding
role of hazards beyond hurricanes and earthquakes.

Source: Reinsurance News

IVANS Index shows average premium renewal rates up in August

IVANS, a division of Applied Systems, has reported an increase in the average premium renewal rate change
across all major commercial lines of business year over year in August.

According to IVANS Index, August experienced an
increase in average premium renewal rate change
across Commercial Auto, BOP, Commercial Property,
General Liability and Umbrella, while Workers’
Compensation saw a decline, year over year.

Month over month, Commercial Auto, BOP, General
Liability, Commercial Property and Umbrella
experienced increases in premium renewal rate change,
while Workers” Compensation saw a decrease.

Commercial Auto premiums averaged 6.50% in Q2°23,
compared to average premium renewal rate of 5.85%
in Q1°23.

At the same time, BOP premium’s increased in August

with an average of 7.56%, compared to 7.12% in
Q1°23.

Moving to Commercial Property, premium renewal
rate change experienced an increase during August at

9.77% versus 8.89% in Q1°23.

For General Liability, August premium’s experienced a
slight decrease compared to previous quarter, averaging
5.21% versus 5.23%. Compared to Q2°22, General
Liability saw a relatively significant jump, increasing
from 4.76%.

Umbrella premium renewal rate change witnessed an
increase during August at 5.12%, rising slightly from
5.08% in Q1°23.

Workers’ Compensation premium renewal rate change
averaged -1.10% for August, up from Q1°23 at -1.36%.
Workers’ Compensation average premium renewal rate
change was lower in Q2’23 compared to Q2°22, which
averaged -0.73%.

“Hard market rates continue with average premium
renewal rates for most major commercial lines of

business up year over year and month over month.”
Source: Reinsurance News
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Au Maroc, Sanlam et Allianz continueront d’opérer en tant qu’entités

séparées

Morocco: Les groupes Sanlam et Allianz viennent
d’annoncer le lancement de la nouvelle compagnie
SanlamAllianz offrant des services d’assurance et
financiers dans 27 marchés africains. La prochaine
phase sera celle de l’obtention des approbations
réglementaires pour combiner les activités dans les
pays ou les deux entités sont présentes. Au Maroc, les
activités ne seront pas combinées et les deux entreprises
continueront d’opérer en tant qu’entités séparées sur le
marché national de 1’assurance.

C’est fait. Sanlam et Allianz ont annoncé le 5
septembre avoir regu les approbations réglementaires
pour la création d’une joint-venture panafricaine :
SanlamAllianz. «La prochaine phase sera celle de
I’obtention des approbations réglementaires pour
combiner les activités dans les pays ou les deux
entités sont présentes. Cela inclut les pays suivants :
Cameroun, Cote d’Ivoire, Ghana, Kenya, Iles Maurice,
Nigeria, Madagascar, Sénégal, Tanzanie et Uganda.
Au Maroc, les activités ne seront pas combinées et
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continueront d’opérer en tant qu’entités séparéesy,
déclare au journal «Le Matin» une source proche du
dossier.

La séparation des deux entités au Maroc fait suite a
la décision du Conseil de la concurrence du 5 juin
2023 relative a cette opération. Rappelons que dans
le cadre de cette décision, et afin de remédier aux
effets anticoncurrentiels de 1’opération, les parties
concernées s’engagent notamment a garantir qu’ Allianz
Maroc et Sanlam Maroc seront maintenues séparées.
Elles continueront d’opérer en tant qu’entreprises
concurrentes sur le marché marocain de 1’assurance et
resteront en vigueur tout au long de la période transitoire
de mise en ceuvre du «Hold Separate» jusqu’a la date
a laquelle les engagements structurels sont satisfaits.

Ces engagements structurels ont pour objectif de
convenir de cessions d’actifs appropriées ou d’autres
mesures structurelles ciblées en vue d’éliminer les
problématiques de concurrence soulevées par le
Conseil de la concurrence et de permettre I’intégration




effective des activités des parties sur le marché
national. En attendant, Allianz Maroc et Sanlam Maroc
resteront donc deux entités juridiques distinctes,
dotées d’un personnel, d’une direction, d’un conseil
d’administration et d’une équipe de gestion distincte.
Elles conserveront chacune leur marque, leur offre de

produits, leur tarification et leur réseau de distribution.
Elles seront chacune seule responsable, séparément et
indépendamment 'une de 1’autre, de la conception,
de la définition et de la mise en ceuvre de leur propre
politique commerciale.

Source: Le Matin
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