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e Global insurance industry:
Evolution of market size per region (2010-2018)

Figures in millions USD

Year America | Asia___| Europe _| Oceania | Africa | World |

2010 1403784 1172175 1615190 63072 81466 4335687

2012 1566617 1333298 1540685 86879 71472 4598951

ELFERNI 1561461 1251992 1620133 89752 70294 4593632

1576073 1313874 1695091 99557 70116 4754711

2016 1616070 1486575 1448819 91968 59408 4702840

ELFEANINNNN 1854900 1448800 1486600 92000 65200 4957500

2018 1759900 1742500 1499800 122700 68400 5193300

Market shares | 33.89% | 33.55% | 28.88% 2.36% 1.32% 100%
2018

Source : Sigma -




By Stuart Collins

Moves to address silent cy-
ber in the property insurance
market are overreaching and
could leave buyers with gaps
in coverage, Marsh JLT Special-
ty has warned.

Prompted by the UK regula-
tor, London market insurers
are reviewing cyber exposures
under traditional insurance.
They are taking action to clari-
fy wordings as they move from
silent, or non-affirmative, cy-
ber cover to affirmative. These
actions, which typically in-
volve the application of broad
cyber exclusions, have accel-
erated since Lloyd’s told the
market’s insurers in July that
they must address silent cyber
in property cover from 1 Jan-
uary 2020. Other large, global
insurers such as Allianz Glob-
al Corporate & Specialty and
AIG are also moving to tackle
the issue.

Given the complexity of cyber
risk and the relatively short
deadline thrown down by
Lloyd’s, it appears that insur-
ers’ actions to address silent
cyber are overly cautious.

Some cyber exclusions being
applied to property policies
to address silent cyber are
“overreaching and unduly re-
strictive”, according to Sarah
Stephens, cyber, media and
technology leader at the UK fi-
nancial and professional prac-
tice of Marsh JLT Specialty in
London.
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e Cyber exclusions becoming ‘unduly restrictive’, warns Marsh

A number of broad cyber ex-
clusions — such as London
market model CL 380 — exist
for property cover, but these
typically relate only to ma-
licious cyberattacks, she ex-
plained. However, Lloyd’s now
requires syndicates to provide
clarity of cover for both mali-
cious and non-malicious cy-
ber events, such as outages or
data loss from technical glitch-
es or human error. This dis-
crepancy “opens the door” to
cyber risk becoming “all things
technology-related”, warned
Ms Stephens.

The changes being proposed
to property policies in the run-
up to January 2020 renewals
have revealed a “fundamen-
tal lack of understanding of
cyber and technology risk” in
the mainstream London mar-
ket, she warned. The language
proposed by insurers is “look-
ing to cut technology out of
property policies like cancer”,
she added.

®® MARSH

MARSH JLT SPECIALTY

Sarah Stephens |
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Corporate insurance buyers
can work around cyber ex-
clusions like CL 380, but the
current approach being taken
by insurers is concerning, con-
tinued Ms Stephens. Another
area of concern is insurers’
“lateness in finalising their
approach” to silent cyber, she
said.

“If clients accept these over-
broad exclusions, they will
get larger gaps in cover,” the
broker warned. “There is a
perception [among some in-
surers] that you can cut tech-
nology out of a property pol-
icy. But the use of technology
in business is now inherent to
every risk. This approach is not
productive or realistic,” she
added.

Marsh is encouraging insurers
to take a more client-centric
approach when tackling silent
cyber.

There are elements of cyber
risk that can be excluded from
property policies and trans-
ferred through cyber insur-
ance, including intangible loss-
es from technology failures
and cyber risk controls, but
Ms Stephens believes physical
damage caused by cyber risk is
best dealt with in the property
market.

“Physical damage from cyber
should be dealt with within
the property market, but busi-
ness interruption, breach re-
sponse expenses and the cost
of regulator investigations and
litigation can be dealt with
effectively in the cyber insur-
ance market,” she said.

As property insurers exclude
cyber risks, some offer add-
on coverages or standalone
cyber insurance to plug the
gap. However, the cyber insur-
ance market typically excludes
property damage.

Ms Stephens explained that
add-ons to property cover are
unlikely to be “fit for purpose”,
because they will typically not
be as broad as cyber insurance
and not underwritten by dedi-
cated cyber underwriters.

Moves to tackle silent cyber
come as the number of com-
panies buying cyber insurance
continues to rise. A recent
study by Marsh found that
47% of organisations world-
wide say they have cyber in-
surance, up from 34% in 2017.
Larger firms are more likely
to have cover in place. Some
57% of companies with reve-
nues in excess of $1bn had a
cyber policy, compared to 36%



of those with revenue of less
than $100m, according to the
Marsh figures. The broker es-
timates that 60% of FTSE 100
companies now buy cyber in-
surance.

“The number of companies
purchasing cyber insurance is
accelerating due to awareness
of the GDPR, and with grow-
ing awareness of non-privacy
related risks like supply chain
failure and business interrup-
tion,” said Ms Stephens. Cyber
events like the 2017 NotPetya
malware attack have opened
eyes to a “whole new world of
cyber risk”, she added.

A recent survey of more than
1,500 global business leaders
by Marsh and Microsoft found
that concern over cyber risk
continues to rise, but confi-
dence in cyber resilience is
decreasing. More than three
quarters (79%) of respondents
ranked cyber risk as a top-five
concern for their organisation,
up from 62% in 2017. How-
ever, those saying they had
“no confidence” in their un-
derstanding of cyber risk in-
creased from 9% to 18%.

The survey also found that
while companies have in-
creased their second line of
defence, board-level engage-
ment in cyber risk remains
worryingly low. According to

YBEP
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Ms Stephens, senior oversight
of cyber risk in many organ-
isations is still lacking, with
boards spending too little time
on the risk. Only 17% of exec-
utives that took part in the
Marsh Microsoft survey said
they spent more than a few
days on cyber risk during the
past year.

According to Jano Bermudes,
head of cyber risk consulting
at Marsh in the UK and Ire-
land, boards require infor-
mation in order to “pull the
levers” that will reduce cyber
risk. However, information on
cyber risk is often not “contex-
tual” to business and values
at risk, he said. There is sig-
nificant investment in cyber
resilience but, going forward,
companies need to be able to
measure the effectiveness of
future spend on cybersecurity,
added Mr Bermudes.

Ms Stephens also believes
that cyber risk needs to be
better quantified and com-
municated to boards. “There
is an opportunity to increase
board awareness and speak to
the board [members] in their
own language. To translate
technical information on cyber
should be translated into dol-
lars and pounds —into the cost
to the company,” she said. m

Jano Bermudes

Source: Commercial Risk - 4 November 2019
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e A Practical Overview of ICC Incoterms 2020
CLYDE&CO

Article by Eurof Lloyd-Lewis and Benjamin Bryant (Clyde & Co)

I t @
ncoterms
2020 by the International

Chamber of Commerce (ICC)

ICC Incoterms® regulates the rights and obligations of buyers
and sellers in international trade. This includes the transfer

of goods to the buyer, transport costs, liability for loss and
damage to the goods and insurance costs. They are recognized
worldwide and of great importance in foreign trade.

On 10 September 2019, the International Chamber of Commerce
(the “ICC”) released Incoterms 2020, the ninth version of the In-
coterm Rules on domestic and international trade, which will en-
ter into effect on 1 January 2020. This article highlights the main
changes made by the ICC and aims to provide practical advice
to sellers and buyers wishing to incorporate the new terms into

their sale and purchase agreements.

1. Overview of Incoterms
2020
a) Overview of Incoterms

2020
Incoterms 2020’s purpose re-
mains to facilitate the conduct
of global trade by providing
a standard set of terms that
clearly define the obligations
of the seller and the buyer. The
ICC’s stated aim is to increase
the parties’ understanding
of their respective positions
thereby reducing the potential
for disputes, whilst accommo-
dating current industry con-
cerns.
As with previous versions, In-
coterms 2020 cover:
i. the parties’ obligations
to arrange for the car-

riage and insurance of the
goods;

ii. the point at which goods
are “delivered”, and the
point at which risk in the
goods for loss or damage
is transferred from seller
to buyer; and

iii. the various costs associat-
ed with the transportation
of the goods.

They do not address other key

commercial considerations,

which are left for parties to
address in the sale contract.

These include:

i. transfer of title over the
goods;

ii. contractual payment
terms (distinct from costs
associated with transpor-
tation of the goods);



iii. consequences for breach
of performance;

iv. sanctions;

v. governing law and jurisdic-
tion;

vi. dispute resolution; and

vii. regulatory obligations, e.g.
the shippers’ obligation to
record containers’ verified
gross mass (VGM), under
Regulation 2 of SOLAS.

b. Legal effect

Incoterms 2020 per se are not

legally binding, unless they are

incorporated into an agree-
ment by express reference to
the specific Incoterm.

The ICC suggests the following

template for incorporation:

“[the chosen Incoterms rule]

[named port, place or point]

Incoterms® 2020”

e.g. CIF Shanghai Incoterms®

2020; DAP 1 High Street, City

of Delivery, Country of Deliv-

ery Incoterms® 2020

When adopting the above for-

mulation, parties should note

the following:

i. It is not necessary to use
the trademark symbol but
it is essential to state the
version of Incoterms used,
otherwise a dispute could
arise as to the correct ver-
sion and lead to a different
outcome to that intended.

ii. Parties mustinsert the cor-
rect “named port, place or
point”, which may refer to
the place of delivery, the
place of destination or
both, depending on the
Incoterm chosen. To avoid
confusion, parties should
always consult article A2
(“Delivery”) of the appro-
priate section of Incoterms
2020.
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iii. Incorporation of an In-
coterm 2020 into a sale
contract will not bind any
third party, or govern any
other contract; it is for the
seller and / or the buyer
alone to ensure that any
contract of carriage, insur-
ance contract or letter of
credit entered into, corre-
sponds with the Incoterm
they have agreed.

2. Differences between In-
coterms 2010 and Incoterms
2020

a. Substantive changes to In-
coterms 2020

ar .

The ICC has made the follow-
ing substantive changes to
the parties’ obligations in re-
sponse to industry concerns:
(i) Bills of Lading with an on-
board notation (FCA - Free
Carrier)

Articles A6/B6 (“Delivery/
transport document”) of the
FCA Incoterm now provide
that, where agreed, the buy-
er may instruct the carrier
to issue to the seller (at the
buyer’s cost and risk), an on-
board bill of lading stating that
the goods have been loaded.
As delivery under the FCA In-
coterm occurs either at the
seller’s premises, or when the
goods are placed at the car-
rier’s disposal at the named
place of delivery, it may not
have been possible, under
the previous version, for the
seller to obtain an on-board
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bill of lading where this was
required as a condition of pay-
ment. This amendment seeks
to resolve this issue.

(ii) Costs (articles A9/B9)

In a further attempt to in-
crease transparency and to
enable a comparative under-
standing of the parties’ cost
obligations, the new costs arti-
cles A9/B9 — previously A6/B6
— collate under a single head-
ing all of the parties’ respec-
tive costs obligations.

(iii) Insurance cover (CIP - Car-
riage and Insurance Paid to)

As well as the reallocation of
all insurance obligations from
former articles A3/B3 to new
articles A5/B5, the default
minimum level of insurance
cover required under the CIP
Incoterm has increased, from
Institute Cargo Clauses (C), to
Institute Cargo Clauses (A).
Under Incoterms 2010, both
CIF and CIP Incoterms required
the seller to procure insur-
ance cover which conformed
with Institute Cargo Clauses
(C) as @ minimum, which cov-
ers certain limited listed risks,
subject to listed exclusions. In-
stitute Cargo Clauses (A) is by
comparison an “all risks” cov-
er but subject again to listed
exclusions. The amendment
reflects a better understand-
ing of the types of goods com-
monly transported under the
two Incoterms: while CIF is a
Maritime Rule, used predom-
inantly for maritime commod-
ity trades, CIP is a Multi-Modal
Rule, more commonly used in
the sale of high-value, man-
ufactured goods. Sellers will
therefore need to factor in the

increased cost of the addition-
al insurance premium that is
required under CIP.

(iv) Carriage by seller’s/buy-
er’s own means of transport
(FCA, DAP, DPU and DDP)
Under the FCA, DAP, DAT (now
DPU) and DDP Incoterms
2010, the party under the ob-
ligation to arrange carriage
was required to contract with
a third party carrier. The word-
ing of new articles A4/B4 for
these Incoterms now provides
the party so obliged with the
additional option to make oth-
er arrangements, i.e. non-con-
tractual, for the carriage at its
own cost. This amendment
again seeks to recognise the
commercial reality that sell-
ers and buyers often use their
own methods/resources to
transport the goods.

(v) “Delivered At Terminal”
(DAT) replaced by “Delivered
at Place Unloaded” (DPU)

To better distinguish Inco-
terms 2010 DAT (“Delivered
at Terminal”) and DAP (“De-
livered at Place”), DAT is re-
named DPU (“Delivered at
Place Unloaded”) under Inco-
terms 2020. DAP now also ap-
pears before DPU in the text
to reflect the fact that delivery
under DAP occurs before de-
livery under DPU. Under DAP,
the goods are deemed deliv-
ered when placed at the buy-
er’s disposal from the means
of transport, whereas under
DPU, goods are deemed de-
livered upon unloading at the
agreed point. Additionally (un-
like DAT), delivery under DPU
is no longer limited to delivery
at a terminal.



(vi) Security-related require-
ments in respect of all Inco-
terms

In recognition of the increase
in security-related concerns in
the trade and shipping sectors
over the past decade, article
A4 (“Carriage”) of each Inco-
term now requires the seller,
where applicable, to comply
with any transport-related
security requirements, up to
the point of delivery, and/or
to provide the buyer, at the
buyer’s request, risk and cost,
with any information concern-
ing transport-related security
requirements, that the buyer
needs for arranging carriage.
Article A7 (“Export/Import
Clearance”) of each Incoterm,
where applicable, now also
expressly requires the seller to
carry out any security-related
export clearance formalities
and/or assist the buyer to ob-
tain any documents, or infor-
mation necessary, for com-
plying with import or transit
security-related clearance
formalities. Transport-related
security costs have also been
given greater prominence in
the stand-alone list of costs
obligations under articles A9/
B9 of each Incoterm.

Parties should note that the
references to “security” in In-
coterms 2020 are general; no
specific reference is made to
cyber security or other forms
of security as might have been
expected. Parties will need to
specifically address this issue if
they wish to include it in their
contractual arrangements.

b. Changes to lay out in Inco-
terms 2020
Structurally, Incoterms 2020
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appear much the same as

the previous version: eleven

three-letter acronyms, rang-
ing from “EXW” (Ex-Works) to

“DDP” (Delivered Duty Paid),

which continue to be split be-

tween:

i. Terms for any Mode
or Modes of Transport
(namely EXW, FCA, CPT,
CIP, DAP, DPU — previously
DAT — and DDP) (the “Mul-
ti-Modal Rules”); and

ii. Terms for Sea and In-
land Waterway Transport
(namely FAS, FOB, CFR
and CIF) (the “Maritime
Rules”).

Each individual Incoterm con-
tains two sections of ten arti-
cles; section “A” stipulates the
seller’s obligations and section
“B”, the buyer’s.

However, the ICC’s attempt to

make Incoterms 2020 more

transparent is evidenced by
the following changes:

i. The “Guidance Notes”
contained in Incoterms
2010 are renamed “Ex-
planatory Notes for Users”
and feature at the begin-
ning of each Incoterm.
Illustrations and more de-
tailed key features have
been added.

ii. The A/B articles have been
reordered, and now prior-
itize Delivery (A2/B2) and
Transfer of Risks (A3/B3);
and

iii. In addition, the text is
structured so that users
can also look up the par-
ties’ respective obligations
(e.g. concerning Delivery)
for each Incoterm thus en-
abling users to compare
the parties’ respective re-
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sponsibilities (for example
under CFR and CIF).

3. Comment

The changes brought about by
Incoterms 2020, while not as
extensive as expected by some
industry observers, attempt to
fulfil two objectives: first, to
achieve greater clarity so as to
enable parties to choose the
most commercially suitable
terms; second, to address a
number of industry concerns
that have arisen since the last
edition.

When sellers and buyers con-
sider their contractual ar-
rangements for the sale of
goods and the use of Inco-
terms 2020, we would recom-
mend:

e Ascertaining whether In-
coterms 2020 are appro-
priate/applicable; certain
standard form contracts
(e.s. GAFTA, FOSFA and
RSA) expressly stipulate
that Incoterms do not ap-

ply.

o Carefully considering
which Incoterm most ac-
curately reflects their

commercial arrangement,
in particular with regard
to the place of delivery,
the methods of transpor-
tation and the destina-
tion anticipated. The ICC

warns against inserting
Incoterms predominately
as price indicators. Parties
are advised to make use
of the new comparative
structure of the text.

e« Reviewing new arrange-
ments with existing coun-
terparties, prior to 1 Jan-
uary 2020, to identify
whether replacement of
an old version of their
chosen Incoterm with the
2020 version of the cho-
sen Incoterm, will impact
on the parties’ respective
rights and obligations.
Parties should avoid au-
tomatically incorporating
Incoterms 2020 without
reviewing them first.

e Resolving any uncertainty
or ambiguity by drafting
additional express terms
into the sale contract. For
example:

* If any uncertainty exists
regarding where deliv-
ery is due to take place
(under the CIP or CPT
Incoterms 2020, for ex-
ample, the named place,
port or point will state
the destination and the
not place of delivery,
and could involve the
transfer of the goods to
a number of interme-
diary carriers, before
physically reaching the
buyer);

* If the parties wish to
amend certain default
provisions within an In-
coterm, but wish to re-
tain other standard pro-
visions; and / or

* If parties wish to ascribe
a certain meaning to
“security”. m

Source: Mondaq — 30 October 2019
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e Aviation losses line up further insurance price hikes

in 2020, warns Gallagher

Large losses anticipated for
2019 will drive further rate
hardening for aviation{insur-
ance buyersin 2020, accdr_ding

to analysis from broker Gal-

lagher.

— 1i.—-l-"

global aerospace executive,
said some underwriters are
still not satisfied by rate hikes
in 2019 and underwritin
management will be dobki 18
for greatqmnt’réas

q;,p,ro'é_sfémam :

In a market overview, Pet% j
son, CEO of aerospace at Gal- e general market consen-

lagher, said 2019 could be one
of the most expensive years
on record for aviation insurers
once figures are finalised. He
said all segments were affect-
ed and the market looks set to
make a loss.

The ten fatal airline losses in
2019 matched the number in
2018 but accumulative day-
to-day claims — from ground
collision to engine damage —
raised losses for insurers, not-
ed Gallagher. It explained that
airline claims have equalled or
exceeded written premium in-
come for seven of the past ten
years.

Insurance rate firming took
off after the Ethiopian Airlines
crash in March and the Boe-
ing 737 Max accidents that
followed, which also affect-
ed business interruption and
product liability segments.

Aerospace underwriters were
already under pressure to up
prices and instil greater under-
writing discipline, with buyers
facing some of strongest rate
increases in decades during
2019 renewals, according to
Gallagher.

Nigel Weyman, the broker’s

sus is that despite an uptick in
rates, the majority of insurers
are still below the premium
adequacy levels that they con-
sider essential to having a via-
ble and sustainable business.
Factoring in the backdrop of a
poor loss year in 2019 and the
likely prospect of increased re-
insurance costs in the coming
months, it is therefore very
easy to anticipate that the up-
ward cycle will continue into
2020 with underwriters main-
taining their resolve and pric-
ing discipline,” he said.

But while meaningful rates
have pushed through in 2019
and into 2020, the aviation in-
surance sector is still some way
off the last true hard market of
2001/2002, Gallagher said.

Although more costly, cover-
age remains broad and lim-
its high, but buyers are still
facing tough negotiations on
terms. “Following markets are
frequently demanding and in-
creasingly getting higher terms
than the leader and, due to a
contraction of capacity and
added underwriting selectivi-
ty, securing 100% support (at
an acceptable price point for
the client) can be challenging,”
Mr Weyman said.
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Claire Vincen

Some segments are facing
tougher negotiations than oth-
ers. Mr Weyman said manufac-
turer’s product liability, which
suffered some of the costliest
aviation losses in 2019, is likely
to be the toughest to navigate
in 2020.

For airlines, double-digit in-
creases have been set as a
minimum benchmark for re-
newals. Gallagher said hull and
liability rate increases aver-
aged about 20% in 2019, rising
to 25% in the fourth quarter of
the year. Where an airline has
incurred a recent loss, Gallagh-
er said triple-digit rate increas-
es have been applied, while on
other accounts following un-
derwriters have targeted price
increases above and beyond
that offered by the lead.

Aviation war coverage also
saw a stronger uptick in rates
as 2019 drew to a close, with
war insurers absorbing the
cost of the Malaysia Airlines
hull claim for flight MH370.
Compounding this loss, devel-
opments in the Middle East
and the shooting down of a
Ukraine International Airlines
flight are weighing heavy on
the sector, said Gallagher.

“War and all-risk insurers are
monitoring the situation daily
and are likely to request more
detailed underwriting infor-
mation when considering the
coverage and premium charg-
es. This is particularly relevant
to any carrier that is flying into
or over the Gulf region,” it ex-
plained.

Double-digit increases were
also common in the aerospace

manufacturers and infrastruc-
ture line by the end of 2019.
It started the year with flat to
single-digit increases but shot
up following the loss of two
Boeing 737 Max 8 aircraft.
Claire Vincent, senior partner
of aerospace at Gallagher, said
average premium increases for
the segment sat at between
15% and 20% by year-end.

The market loss from the Boe-
ing planes has not yet been
determined, with legal pro-
ceedings ongoing and liability
awards yet to be settled. But
Ms Vincent said the current
guesstimate is a combined loss
figure of between $lbn and
$1.5bn, most of which will fall
on an aerospace sector that
is estimated to have taken
$800m in annual premium in-
come during 2019.

In addition to rising rates, ca-
pacity has started to crunch for
aviation buyers, said Gallagh-
er. It said “alarm bells” rung in
many broking houses as they
faced the reality of lower ca-
pacity in segments such as
general aviation following the
withdrawal of players includ-
ing MS Amlin and Asia Capital
Reinsurance. But it noted that
this was partly offset by new
entrants such as Fidelis, Con-
vex and Helvetia Specialty.

And it is not just primary buy-
ers that are feeling the pinch.
Gallagher said recent reinsur-
ance renewals have pushed
through higher premiums for
insurers. The impact of this
increase will be played out in
2020, the broker added. m

Source: Commercial Risk — 21 January 2020
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AfisicaiNews

e Regulators across Africa tighten rules for insurers in

bid to protect policyholders

by Liz Booth

Insurance regulators across
Africa have been tighten-
ing the rules and introducing
tough new risk-based capital
requirements, in a bid to im-
prove the service to insureds.

In Nigeria, new rules an-
nounced by the Nigerian Insur-
ance Commission (NAICOM)
and set to be enforced in 2020
could mean the number of in-
surers halves in the next year.

Experts have been warning
that insurers will need to find
an extra $725m to meet the
regulator’s demands for bet-
ter capitalisation.

According to reports from
Coronation Merchant Bank,
the number of active insurers
could shrink from 59 today to
nearer 25 by June 2020 — de-
spite former insurance com-

missioner Mohammed Kari
telling Commercial Risk Afri-
ca that he did not intend to
shrink the market but instead
have “strong insurers”.

Guy Czartoryski, head of re-
search at the investment
bank, believes the industry
is likely to have between six
and eight foreign backed, if
not majority foreign owned,
leading insurance companies,
complemented by between
six and eight leading wholly
indigenous Nigerian insurance
companies.

The bank has sampled 38

existing players and found:

¢ 37% met Naicom’s new
capital requirements

¢ 25% reached at least 75%
of Naicom’s new capital
requirements

0 11% met 50% of the capi-



tal requirements

¢ 27% did not even meet
50% of the capital require-
ments.

Meanwhile, along the coast
in Ghana, the National Insur-
ance Commission (NIC) has
said all insurance companies
have submitted plans to
recapitalise their operations.
The new rules were an-
nounced in June.

The Ghanaian insurance com-
missioner is set to impose
a massive hike in capital re-
quirements for the 142 regu-
lated entities in the West Afri-
can state.

Minimum capital require-
ments (MCR) will rise by more
than 300% for insurers and
reinsurers, while brokers will
see a 60% increase in capital
requirements.

Only reinsurance brokers will
enjoy a freeze in existing cap-
ital requirements.

The regulator, Justice Yaw
Ofori, said the commission will
feed back to each firm individ-
ually from mid-November. Just
a month later, he expects a fi-
nal plan from each company,
which then has until 30 June
2021 to meet the new require-
ments in full.

The commissioner said: “The
mandate of the commission
is to protect the interests of
policyholders, by ensuring a
financially strong insurance in-
dustry. The new MCR is one of
the initiatives the commission
is taking to achieve this.
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Ghana’s NIC has meanwhile
allayed fears that a decline in
insurance penetration rate will
hurt the sector. According to
the commission’s 2018 report,
the sector’s penetration rate
dropped from 1.12% to 1% —a
situation the NIC attributed to
the rebasing of the economy.
Mr Ofori said: “Now we have
oil and gas and the agricultural
sector is also doing well, so it
doesn’t mean that insurance
is not doing well.”

For Francophone Africa, the
council of ministers of the
Inter-African Conference of
Insurance Markets (CIMA) in-
troduced new rules, with a
deadline for compliance of
May 2019.

In Cameroon, the regulator
reports 22 insurance compa-
nies out of 28 have increased
their share capital to com-
ply with CIMA requirements.
The remaining six companies
have two additional months
to comply with the new min-
imum capital standards.

And in Senegal, Mamadou
Deme, national insurance di-
rector at the Ministry of Econo-
my, Finance and Planning, said
that all 29 insurers in Senegal
have responded favourably to
the capital request, because
practically all the companies
have asked for authorisation
to increase their capital.
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In Ivory Coast, Sanogo
Bafétégué, deputy general
manager of the Treasury and
Public Accounts, was told
by insurers that contractors
all-risks insurance should be
made compulsory.

Meanwhile, in Zambia, the
Pensions and Insurance Au-
thority (PIA) has developed
new rules that it claims will
better protect Zambian con-
sumers. Among the PIA’s rec-
ommendations is the drafting
of insurance contracts in a
simple language, the objective
of which is to provide policy-
holders with a better under-
standing of the covers under-
written. A control unit has
been set up to ensure the en-
forcement of these new rules.

And insurers have welcomed
the news that the Namibian
finance minister has tabled a
Financial Institutions and Mar-
kets (FIM) bill, which will re-
quire insurance policies, cer-
tificates of coverage and any
other relevant documents to
be written in plain and simple
language. The goal is to mini-
mise conflicts and disputes.

The FIM bill, which has taken
a decade to draft, consolidates
about ten Acts, including the
Long-Term

Insurance Act and the Short-
Term Insurance Act. m

Source: Vol. 7 | 02 - October/November 2019

e Microinsurance mar-
ket undergoes period of

considerable change
By MEIR team | 11 Nov 2019

Health insurance in Africa has
experienced a boom in the last
five years and consolidated
into two distinct branches - in-
surers supporting comprehen-
sive public schemes, on the
one hand, and simple, com-
plementary health products
like hospital cash and health
value-added services on the
other, according to the “2018
Landscape of Microinsurance
in Africa”.

This latest study in the Micro-
insurance Network’s World
Map of Microinsurance Pro-
gramme shows that in par-
ticular, hospital cash products
(simple insurance products
that offer a cash pay-out per
night spent in hospital) have
proved remarkably successful.

The 2018 Africa Landscape
Study is based on 100 insur-
ers’ self-reported data on the
performance of their microin-
surance products as of 31 De-
cember 2017.

By 2017, health insurance
products were responsible for
the second largest proportion
of reported lives covered in
the region, at 4.3m lives cov-
ered. This corresponds to 28%
of reported lives covered in
that year, compared to just
14% of lives covered through
health products in 2014. The
100 insurers, through their
microinsurance activities, col-
lectively covered a total of
15m lives — almost 2% of the



estimated 700m in the low-in-
come bracket in the continent.

Health insurance has joined
life insurance as a product line
capable of reaching significant
scale. However, some other
product types, particularly
crop and livestock insurance,
are still struggling to reach
scale, with some important
and encouraging exceptions.

The previous similar microin-
surance study was carried out
based on 2014 data. At that
time, a new freemium model
of distributing free insurance
products and paid top-ups
through mobile network op-
erators (MNOs) reached its
peak. Many schemes were
signing up a million or more
customers at a time, leading
to a boom in the number of
lives covered through microin-
surance on the continent.

New business model

By 2017, the freemium model
had largely collapsed and, with
it, many large schemes cover-
ing millions of customers.

The 2018 report says that this
sudden rise and fall in the
number of lives covered likely
disguises a slower and more
durable growth through other
models. Several MNO-linked
schemes have abandoned the
freemium model and proved
successful by focusing on
paid products. This is likely to
continue as increased mobile
money use facilitates premi-
um payments.

In addition, new distribution
opportunities are emerging
through digital platforms,
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such as digital marketplaces,
e-commerce and ride-hailing
platforms. These are already
being used by 12% of the in-
surers in this study. The indus-
try may also be seeing a ten-
tative shift towards combined
sales models, in which insur-
ers make direct sales to cus-
tomers of partner institutions.

Claims

Claims ratios remain relative-
ly low in most business lines
apart from livestock and crop
insurance. Nonetheless, the
median claims ratio across all
product lines of 45% repre-
sents a welcome return to pre-
vious levels, after the median
claims ratio dropped to 25% in
2014.

Inefficient claims payments
continue to be a problem in
many countries and affect cli-
ent experience. The median
claims turnaround time for the
region was 10 days. Nonethe-
less, turnaround times varied
significantly from just one day
to 90 days and there is a par-
ticular need to address slow
turnaround times in property
insurance, for which insurers
in this study reported a medi-
an turnaround time of about
two months. m

Source: 11 November 2019




FAIR Review (Issue No. 183 e March 2020)

ALGERIA

e Natural disaster in-
surance, mandatory but
secondary in Algeria

In Algeria, natural disasters
insurance has become manda-
tory since 2003. Despite this
compulsory nature and the
high risk of earthquake, floods
and hail, this cover accounted
for only 4.3% of non-life insur-
ance turnover in 2018. During
the first half of 2019, this fig-
ure rose to 5.4%.

Although agriculture is one
of the economic sectors that
are very sensitive to climat-
ic hazards, its insurance has
faced difficulties to develop.
In 2018, agricultural insurance
reported a decreasing turn-
over by 5.8% in comparison
with 2017. m

Source: Atlas Magazine — 2 December 2019

e Takaful insurance in
Algeria

The Finance Law 2020 art.103
authorizes the Algerian insur-
ance companies to carry out a
Takaful activity.

The future implementing
legislations shall clarify the
procedures for exercising such
an activity. m

Source: Atlas Magazine — 9 January 2020

e Introduction of a pollu-
tion tax

Article 84 of the 2020 Fi-
nance Act introduces a new
tax called the pollution tax.
Insurance companies are
responsible for collecting this
royalty on all motor insurance
and rolling machines policies
which is levied at the contract
underwriting.

Pollution tax rates are set at:

o 1500 DA (12.5 USD) for
passenger vehicles

e 3000 DA (25 USD) for
other vehicles and rolling
machines

The amount of the tax does

not include the value-added

tax (VAT) base. Its product is

distributed as follows:

e 70% for the benefit of the
state

e 30% for the benefit of the
Solidarity and Guarantee
Fund for Local Communi-
tiesm

Source: Atlas Magazine — 17 January 2020




ANGOLA

e Five companies domi-
nate Angola’s insurance
market

The Angolan insurance mar-
ket is dominated by five in-
surers: Saham, Ensa Seguros,
Fidelidade, Nossa Seguros and
Global Seguros.

From 2014 to 2018, these
companies collected 451 bil-
lion AOA (1.45 billion USD) of
premiums that is 75% of the
market production. During the
same period, the top five com-
panies settled claims worth
261.9 billion AOA (843 million
USD), 255.6 billion AOA (823
million USD) of which for non-
life insurance and 6.3 billion
AOA (20 million USD) for life.

In 2018, the top 10 companies
issued 139.73 billion AOA (449
million USD) in premiums, that
92% of the total market. Ango-
la counts 28 insurers. m

Source: Atlas Magazine — 10 January 2020
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CAMEROON

e Insurers concerned capital increase

decision failed to consider profitability

Members of the Association
of Insurance Companies of
Cameroon (ASAC) are of the
view that an increase in capi-
tal without taking into account
the profitability of insurance
companies could hinder the
development of the insurance
sector.

This is particularly so because
the insurance coverage rate is
below 50% in Cameroon, ac-
cording to a commentary in
Financial Afrik.

The Inter-African Conference
of the Insurance Markets
(CIMA) decided in 2016 to
prescribe that insurance com-
panies in 14 countries in West
and Central Africa increase
their share capital from FC-
FAlbn (S1.7m) to FCFASbn.
The first phase of the capital
increase exercise sets the min-
imum capital at FCFA3bn for
insurance companies by 31
May 2019. The exercise also
requires additional sharehold-
ers’ equity to be at least 80%
of the share capital. Insurance
mutuals are to have increased
their capital from FCFA800m
to FCFA3bn in total, with FC-
FA2bn to have been reached
at the end of last May.

Insurance companies in Came-
roon do not believe that regu-
lators have taken into account
the profitability of insurers to
effect the capital increase. The

*

low profitability has deterred
foreign investors from invest-
ing in the sector.

The ASAC argues that the
profitability of insurance
companies requires “a rig-
orous selection of risks; fair
pricing of these with realistic
loadings; increased retention
of risks and development of
new products”.

In addition, insurance com-
panies favour a “more equi-
table distribution” of busi-
ness with reinsurers, because
they believe this would help
them improve profitability.

At the same time, the in-
surers pledged to support
various moves of the gov-
ernment such as introducing
compulsory insurance and
promoting insurance. m

Source: Middle East Insurance Review - 10 Feb 2020
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EGYPT

e Creation of an Egyptian
risk management de-
partment

The Egyptian Insurance Fed-
eration (EIFE) is setting up a
risk management department
which aims at supporting the
insurers.

The department will bring its
technical expertise to all local
companies, particularly dur-
ing the renewal of reinsurance
treaties. It may also help Egyp-
tian insurers to obtain a rating
from an international agency.

According to the President of
IFE, Alaa El-Zoheiry, the crea-
tion of this department goes
hand in hand with the Finan-
cial Authority’s (FRA) will to
implement this concept with-
in the Egyptian insurance mar-
ket.m

Source: Atlas Magazine — 10 January 2020

e Individual insurance
brokers unite to form
firm

The Financial Regulatory Au-
thority (FRA) has agreed to
grant the final approval for a li-
cence to Union Insurance Bro-
kerage, which is made up of a
group of individual brokers.

This is the first time that the
FRA has granted a licence to
an entity formed by individual
brokers. The new broker is not
the usual family owned busi-
ness.

Mr Mahmoud Orabi, the man-

aging director of the company,
said that he holds a 48% stake
in the firm and the remaining
52% is owned by other part-
ners in different proportions.
The shareholders are all indi-
vidual brokers with more than
20 years of experience in the
field.

Union aims to sign brokerage
contracts with 14 insurance
companies for a start. The
broking firm will focus on all
insurance activities—prop-
erty, public liability, life and
health—for a diversified port-
folio. m

Source: Atlas Magazine — 9 January 2020

e State owned insurers
see smaller market share
in FY2019

State owned insurers in Egypt,
which are the largest compa-
nies in the non-life and life
sectors, saw a decline in their
market share in the last fis-
cal year ended 30 June 2019
(FY2019), according to data
from the Financial Regulatory
Authority.

Misr Insurance, which carries
out non-life business, post-
ed premiums of EGP7.3bn
(5462m), or 40.3% of total
non-life premiums in FY2019.
Its market share was 44.1% in
FY2018, reported Al Mal quot-
ing the official data.

Misr Life Insurance posted pre-
miums of EGP4.4bn, or 28.8%
of total non-life premiums in
FY2019. Its market share stood
at 32.7% in FY2018.
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Overall, the insurance mar-
ket in Egypt saw total pre-
miums surge to EGP33.4bn
during FY2019, compared to
EGP27.8b in the previous fi-
nancial year.

P&C insurers accounted for
54.2% of the total premi-
ums in FY2019, amounting to
EGP18.1bn whereas life in-
surers accounted for the re-
maining 45.8%, amounting to

EGP15.3bn.. h

Source: Middle East Insurance Review — 3 February 2020

e Top 10 insurance companies in Egypt - Ranking per GWP

In thousands

. 2018 turnover 2017 turnover 2017-2018 2018
Insurance companies Evolution® market

1 1  Misr Insurance 8557116 477573 7066495 389364  21.09%  28.98%

2 2 Misr Life Insurance Company 3974449 221814 3306278 182176  20.21%  13.46%

3 3 Metlife Egypt 2374033 132495 2173927 119783 9.20% 8.04%
4 4  Allianz Life 1977820 110382 1538788 84787 28.53% 6.70%
5 5  Axa lLife 1598558 89216 1297792 71508 23.18% 5.41%

6 8  Arab Misr Insurance Group gig 971202 54203 752366 41455 29.09% 3.29%
7 6 Bupa Egypt 966665 53950 858646 47311 12.58% 3.27%
8 7  Suez Canal Insurance 938082 52354 800044 44082 17.25% 3.18%

9 9  Orient Takaful Insurance Egypt 734505 40993 562981 31020 30.47% 2.49%

10 10 Allianz P&C 734044 40967 548833 30241 33.75% 2.49%
Total 22826474 1273946 18906150 1041729 20.74%  77.32%
Rest of the market ** 6696570 373736 5046375 278055  32.70%  22.68%
I TS ) P [ P e
27 companies " Evolution in local currency

Exchange rate as at 31 December 2018 : 1 EGP = 0,05581 USD | 31 December 2017 : 1 EGP = 0,0551 USD

Source: Atlas Magazine — 7 February 2020
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e Ghana: Insurance edu-
cation included in school

curricula

The National Insurance Com-
mission (NIC) has launched
“The Basic Insurance Edu-
cation at the Second Cycle
Institutions Initiative”. The
programme is the result of
a partnership concluded be-
tween the Ghana Education
Service (GES) and the Insur-
ance Awareness Coordinators
Group (IACG) reporting to the
regulatory authority.

According to market profes-
sionals, the low penetration
rate (less than 3%) in Ghana
is accounted for by the pub-
lic’s lack of awareness on the
importance of insurance. The
objective is therefore to intro-
duce the insurance productst
to Ghanaians from an early
age.m

Source: Atlas Magazine — 6 February 2020

MOROCCO

e Moroccan insurance
market: 2019 results’

forecast

The insurance market profes-
sionals expect a solid growth
in 2019. This conclusion re-
flects the figures ending June
30, 2019 and the forecasts
based on the companies’ per-
formance during the second
half of the year.

According to forecasts, the
market would report a turno-
ver of 45 billion MAD (4,6 bil-
lion USD) in 2019.

Moroccan non-life insurance
market

The non-life insurance premi-
ums are expected toreach 24.5
billion MAD (2,5 billion USD) in
2019 compared to 23.1 billion
(MAD 2,4 billion USD) in 2018,
an increase of around 6%. As
of June 30, 2019, the non-life
market turnover amounted to
14.3 billion MAD (1,47 billion
USD), up 7% compared to the
same period of 2018.

Motor insurance had the
largest market share with a
half-yearly turnover worth 6.8
billion MAD (700 million USD).
It was followed, in descend-
ing order, by the bodily inju-
ry class of business with 2.29
billion MAD (236 million USD)
and workmen’s compensation
insurance with 1.5 billion MAD
(155 million USD).

Moroccan life insurance mar-
ket

The life insurance market
forecast reports a turnover of
20.5 billion MAD (2,1 billion
USD) for 2019 against 18.8
billion MAD (1,9 billion USD)
one year earlier, an increase
of about 9%. At the end of the
first half of 2019, the life insur-
ance premiums reached 10.45
billion MAD (1,07 billion USD),
a rise of 8.2% in comparison
with the same period of 2018.
|

Source: Atlas Magazine — 24 January 2020
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NIGERIA

e Deadline extension of
capital increase for Nige-

rian insurers

After the Progressive Share-
holders Association of Nige-
ria and the Constance Share-
holders Association of Nigeria,
have put pressure on the NAI-
COM, the supervisory author-
ity has decided to extend by
six months the deadline for in-
creasing the paid-up capital of
Nigerian insurance companies.
The new deadline is therefore
set to December 31st, 2020 in-
stead of June 30th, 2020.

This extension shall be bene-
ficial for the companies facing
difficulties to raise a capital.
Microinsurance and takaful ac-
tivities are not subject to this
minimum paid-up capital re-

quirement. m
Source: Atlas Magazine — 13/01/2020

e Nigerian insurance in
2020: Mergers & Acqui-
sitions

The National Insurance Com-
mission (NAICOM) anticipates
several M&A transactions in Ni-
geria in 2020. No lesser than six
insurance companies have noti-
fied the regulator of their inten-
tion to merge. The involved in-
surers belong to 44 companies
whose recapitalization plans
have been approved by the NA-
ICOM.

This tendency to merge fol-
lowed the capitalization re-
quirements imposed by the
authorities on local companies
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which were prohibited from
borrowing money to finance
their capital increase. The
last recapitalization operation
which was carried out between
2003 and 2007, resulted in the
acquisition of several compa-
nies by foreign investors.

The Nigerian market is made up
of 57 companies among which
14 life insurers, 28 non-life in-
surers, 13 composite insurers
and two reinsurers. m

Source: Atlas Magazine — 28/01/2020

Senegal

*

e Nigerian insurance in
2020: Mergers & Acqui-
sitions

In Senegal, claims compensa-
tion scales are described as ob-
solete, a view shared by insur-
ers and policyholders. The basic
texts, capping allowances, have
not been updated for almost
30 years. Throughout this peri-
od, only a few notes have been
published to address specific
problems.

On 4 December 2019, execu-
tives from the financial services
quality observatory (OQSF) and
from the insurance directorate
met for a five-day workshop.
Participants were asked to dis-
cuss the new scales that would
apply to insurance. Policyhold-
ers and insurers have great
expectations to improve the
situation which would result in
better compensation for some
and a rate increase for others. m

Source: Atlas Magazine —20/12/2019
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e Aon report examines regulatory developments in
Asia-Pacific insurance markets

By Tony Dowding

Insurance market liberalisation
continues to accelerate across
Asia-Pacific, with cross-jurisdic-
tion collaboration further devel-
oping and solvency requirements
being enhanced across the re-
gion. This is according to a new
report from Aon, which summa-
rises the key global ratings agency
criteria developments and regu-
latory changes across Asia-Pacific
during the past 12 months.

Aon said that as the insurance
and reinsurance industry contin-
ues to change rapidly, both rat-
ings agencies and regulators con-
tinue to evolve in response. The
aim of its report, Evolving Crite-
ria: Asia Pacific, is to help insurers
understand the impact of these
changes and take practical steps
to maintaining a healthy and
compliant business, said Aon.

The report notes that the trend
of enhancing solvency require-
ments continues across Asia-Pa-
cific with initiatives in several
major markets making substan-
tial progress, including China’s
C-ROSS Phase I, Hong Kong’s
RBC, India’s RBC, Singapore’s
RBC 2 and Korea’s K-ICS. At the

same time, market liberalisation
has accelerated together with
cross-jurisdiction collaboration.
It notes that constraints on for-
eign insurers or foreign invest-
ment in insurance were abol-
ished or relaxed in China, India
and Myanmar, and cross-juris-
diction cooperation enhanced
inside Greater China and among
ASEAN countries.

The report states: “High premi-
um growth is expected in the
Asia-Pacific region due to cur-
rent low insurance penetration,
government policy push on in-
vestment in infrastructure, and
market liberalisation. All of these
will help support the Asia-Pacific
insurance markets to maintain a
stable position. Offsetting these
strengths, protectionist rheto-
ric has turned into action. Trade
tensions between China and the
US have continued and despite
recent positive signs, substantial
uncertainty remains. Natural ca-
tastrophes have been active in
2019 to date.”

It continues: “These factors cre-
ate uncertainty for the markets
and increase the difficulty of cur-

Empower Results®
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rent operating conditions. On
top of these, the evolving regu-
lations and ratings criteria pose
additional challenges. Regula-
tors across the region are up-
grading their solvency regimes.
New reporting standards are to
be implemented in certain-mar-
kets and ratings agencies also
are refining criteria. All these
may affect insurers’ capital con-
siderations and reinsurance ar-
| rangements.”

The report highlights a number
of regulatory developments
in the region in the last 12
months. For example, in Nepal,
a new tariff for property insur-
ance came into effect on 15
January 2019, which includes
a requirement that a proper-
ty policy must include a wide
range of fire and special perils
as standard cover, from which
deviation is not allowed.

It also notes that Singapore is
setting up the world’s first com-
mercial cyber risk pool as part of
efforts to develop the region’s
capacity to deal with threats
from cyberattacks. According
to Aon, the pool will commit up
to Slbn in capacity and bring
together both traditional in-
surance and insurance-linked
securities markets to provide
bespoke cyber coverage. The
report notes that, to date, 20
insurance firms have indicated
their interest to participate in
this pool, which would allow
corporates in ASEAN and Asia to
be protected against cyber-re-
lated losses.

On insurance market liberalisa-
tion, the report highlights Chi-
na’s State Council announce-
ment of 15 October 2019, on the
revision of regulations on for-
eign banks and insurers. “China

relaxed market access rules for
foreign insurance companies,
such as removing requirements
that companies applying to es-
tablish foreign-invested insur-
ers in China have a track record
in the business of over 30 years
and have a representative office
in the country longer than two
years. The updated regulations
allow foreign insurance groups
to set up foreign-invested insur-
ers in China, and allow overseas
financial institutions to hold
stakes in foreign-invested insur-
ers,” the report states.

It also highlights that in India,
in the Union Budget of 2019,
the finance minister of India
proposed a 100% foreign di-
rect investment for insurance
intermediaries, which was pre-
viously 49%, adding that the
government is also looking for
an increase in the foreign direct
investment limit for insurance
companies as well.

The report also examine IFRS17,
noting that implementation
dates vary among Asia-Pacific
markets.

Regulators in the Philippines
and Taiwan announced imple-
mentation dates behind the
global schedule, with insurers
in several other markets de-
manding similar moves.

Finally, the report looks at rat-
ings agencies and their meth-
odologies concerning insurers
in the region. “Ratings agencies
fine-tuned their methodolo-
gy to better evaluate insurers’
credit profile. S&P simplified
and consolidated its previous
criteria, while AM Best pro-
posed to formally include in-
novation in its rating analysis,”
notes the report. m

Source: Commercial Risk - 1 November 2019
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e GCC Insurance Industry Report - by Alpen Capital,

November 2019

Alpen Capital announced the
publication of its latest report
on the GCC Insurance Industry
for the year 2019. The report
provides a comprehensive
overview of the GCC insurance
sector and outlines the recent
trends, growth drivers and
challenges in the sector. It also
profiles some of the promi-
nent insurance companies in
the region.

The GCC insurance industry
which maintained a positive
momentum over the years,
witnessed a slowdown in
GWP’s due to sluggish eco-
nomic conditions during 2016
and 2018. However, going for-
ward, we anticipate the GCC
insurance sector to grow at a
moderate pace owing to eco-
nomic revival, growing popu-
lation, strengthening regula-
tory reforms and continued
implementation of mandatory
insurance coverage. Addition-
ally, governments’ proactive
economic and liberalization
reforms, will support growth
in the sector going forward.
The M&A sphere in the GCC
insurance sector has remained
active over the past two years
with several intra-regional and
cross border transactions. In
addition to interest from for-
eign players, we expect to see
continuing M&A activity as
companies develop techno-
logical capabilities to broaden
their product offering and im-
prove profitability.

Industry Outlook

The GCC insurance market is
projected to grow at a CAGR
of 4.3% from USS 29.2 billion
in 2019 to USS 36.1 billion in
2024. Sustained economic
growth, increase in population
and substantial infrastructure
development are among the
leading factors that will fa-
cilitate growth of the sector.
Additionally, governments’
efforts to strengthen regula-
tions, introduce mandatory
lines and diversify the econo-
my are also likely to drive GWP
for the insurance industry.
The gradual slowdown of the
insurance industry witnessed
over the past two years is like-
ly to continue until 2024. How-
ever, GWP is expected to im-
prove relative to the subdued
levels of growth recorded in
the recent past, as long-term
growth prospects continue to
remain positive.

Insurance penetration in the
region is expected to remain
between 1.8% - 1.9% from
2019 - 2024, below the glob-
al average of 6.1%, offering
scope for growth in the sec-
tor. Insurance density in the
region is expected to increase
from USS 502.9in 2019 to USS
555.8in 2024. =

To download the report, fol-
low this short link
https://bit.ly/20t2ruyY
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In thousands

Insurance companies

1 1  Bahrain Kuwait Insurance
2 2 Bahrain National Holding
3 5  Solidarity Bahrain
4 3  Takaful International Co.
5 4  Tazur
6 6  Medgulf Takaful
7 7  Gulf Union
8 8  SNIC Insurance
9 9  United Insurance
10 10 Al hilal Life
| Total

Rest of the market
| Total market

* 11 companies

Source: Atlas Magazine — 4 February 2020

BAHRAIN

e Top 10 insurance companies in Bahrain: Ranking
2018

2018 turnover

81610 215746 59507
33581 88775 28887
30072 79499 15870
22035 58251 19654
17174 45400 17189
15660 41400 15675
14752 39000 15527
10288 27198 10998
9120 24110 8720
8723 23060 7338
243015 642439 199365
41009 108413 69283
284024 750852 268648

" Evolution in local currency

2017 turnover

2017-2018 Gl
Evolution* ELCE
shares
157168 37,14% 28,73%
76296 16,25% 11,82%
41915 89,49% 10,59%
51910 12,11% 7,76%
45400 -0,09% 6,05%
41400 -0,09% 5,51%
41010 -4,99% 5,19%
29047 -6,45% 3,62%
23030 4,59% 3,21%
19380 18,88% 3,07%
526556 21,89% 85,56%
182989 -40,81% 14,44%
709545 5,72% 100,00%

M
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e Bahrain FinTech Bay and Trust Re Announce Inter-

national Partnership
February 10th, 2020 (Mana-
ma, Bahrain) Trust Internation-
al Insurance and Reinsurance
Company B.S.C. (Trust Re), the
largest reinsurer in the Middle
East has become an interna-
tional partner of Bahrain Fin-
Tech Bay, the leading FinTech
Hub in the region.

The partnership represents
a collaborative commitment
to further develop the insur-
ance and reinsurance industry
across Bahrain and the Middle

East. Bahrain FinTech Bay and
Trust Re will aim to promote
InsurTech and emerging tech-
nologies through joint events,
hackathons, thought leader-
ship and research, as well as
supporting startups and exist-
ing solution providers.

The international partnership
also extends to Bahrain Fin-
Tech Bay’s sister hub in Sili-
con Valley, Silicon FinTech Bay,
which will provide Trust Re
with exposure to cutting-edge



solutions from the world’s
leading technological hub.

Khalid Dannish, CEO of Bah-
rain FinTech Bay commented,
“Our partnership with the re-
gion’s largest reinsurer repre-
sents a commitment to drive
InsurTech innovation and fur-
ther develop the Insurance
and broader Financial services
sectors, positioning Bahrain
not only as a leader in innova-
tion, but also in FinTech. We
are delighted to partner with
Trust Re and look forward to
extending FinTech Consorti-
um’s capabilities from our US
platform, Silicon FinTech Bay.”

Talal Al Zain, Group CEO of
Trust Re commented,

“As a reinsurer operating inter-
nationally, Trust Re is always
committed to support the in-
surance industry through pro-
viding clients and partners
with optimum reinsurance
solutions. By promoting digi-
tisation and digitilisation initi-
atives in the (re)insurance do-
main, we are supporting our
partners to realise the bene-
fits of technology to enable
growth and to increase eco-
nomic and societal resilience.
Our international partnership
with Bahrain FinTech Bay is
a keystone in our journey to-
wards that imperative, strate-
gic goal”.

About Bahrain FinTech Bay:
Bahrain FinTech Bay

About Bahrain FinTech Bay
(“BFB”) Bahrain FinTech Bay
(“BFB”) is the leading FinTech
Hub in Middle East, located
conveniently in the Arcapi-
ta Building, Bahrain. Bahrain
FinTech Bay provides a physi-
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Bahrain
Bay

cal hub to incubate insightful,
scalable and impactful Fin-
Tech initiatives through inno-
vation labs, acceleration pro-
grammes, curated activities,
educational opportunities and
collaborative platforms. Bah-
rain FinTech Bay partners with
governmental bodies, finan-
cial institutions, corporates,
consultancy firms, universi-
ties, associations, media agen-
cies, venture capital and Fin-
Tech startups to bring the full
spectrum of financial market
participants and stakeholders
together.

For more information on Bahrain FinTech Bay visit: http://www.

bahrainfintechbay.com

About Trust Re:

Trust Re is a reinsurance com-
pany based in the Kingdom of
Bahrain with branches in Cy-
prus, Malaysia and Morocco
as well as a Liaison Office in
India. With authorised capital
of USS 500 million and issued
and paid up capital of USS 250
million, Trust Re earned its rec-
ognition as a solid and reliable
security through its long-term
professional commitment to
the Insurance & Reinsurance
Industry. It writes both life and
non-life business on a Faculta-
tive & Treaty basis with a wide
scope of geographical opera-
tion that includes: Africa, Asia,
Russia, CIS countries and the
Middle East and North Africa
(MENA) Region.

Bahraiin FinTech Bay and Trust Re Partne rship

il
TRUST RE

REINSURER OF CHOICE

In the photo from right to left:

Khaled Dannish: CEO — Bah-
rain FinTech Bay

Talal Al Zain: Group CEO —
Trust Re

Kamal Tabaja: Group COO -
Trust Re




Fnl Oil & Energy
Insurance Syndicate

Capacity
Sizeable underwriting capacity for Oil & Energy
related business.

Geographical Scope = =
Risks located in Afro-Asian countries and Russia. E ; i Re I n S u re r
Acceptance Scope ; i ' ‘ by Wlt h POW E R

Business offered by Members, Non-Members, Brokers

and all other insurers and reinsurers. ‘ | : ] ‘ aﬂd ENERGY

Underwriting Scope
The Syndicate underwrites on Facultative basis; Oil &
Energy related business including but not limited to:
e Energy: Onshore and Offshore
e Power Plants
* Renewable Energy
e Energy related Constructions
e Nuclear Risks including Radioactive Contamination
e Operators Extra Expenses (Cost of Well
Control/Re-drilling Expenses/Seepage and Pollution)
e Business Interruption when written in
conjunction with other classes
e Liability when written in conjunction with other classes
e Energy package policies

A.M Best has assigned the Syndicate the following
upgraded ratings:

Financiai Strengin Rating
Financial Strength Rating (FSR) B+ (Good) with stable outlook. < o
Issuer Credit Rating (ICR) bbb- with stable outlook

“The ratings reflect the Syndicate’s balance sheet strength, which A.M. Best categorizes as strong, as
well as its adequate operating performance, neutral business profile and appropriate enterprise risk
management. The rating upgrades reflect the material growth in the syndicate’s absolute capital base
and the resulting significant improvement in its risk-adjusted capitalization.” — A.M Best.

FAIR Oil & Energy Insurance Syndicate is proud to be the first entity of its kind to be rated by a
reputable international rating agency.

Incorporated in the Kingdom of Bahrain by Law Decree 7/1999

Managed by
T:+973 17517 176 | F:+973 17 533 789

TT"l":lT Trust Tower, Building 125, Road 1702, Diplomatic Area 317, Manama
P. O. Box 10844, Manama, Kingdom of Bahrain
TRUST RE foeis@foeis.com | www.foeis.com
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e China Amends the Regulation on Foreign-Invested Insurance
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*

Companies To Implement Opening-Up Policies
Article by William Y. Chua, Edwin Northover, Tingting Wu and

Fengjian Ao

On October 15, 2019, the State
Council of China announced
the long-awaited amendment
to the Administrative Regu-
lations on Foreign-Invested

Insurance  Companies (the

“Amendment”), formally cod-

ifying the following measures

previously announced by the

Chinese government to fur-

ther open up the Chinese in-

surance sector to foreign in-
vestors:

+ Investment by overseas
financial institutions. The
Amendment added a new
provision, permitting the
overseas financial insti-
tutions to invest in for-
eign-invested  insurance
companies, with detailed
implementation rules to
be formulated by the Chi-
na Banking and Insurance
Regulatory ~ Commission
(the “CBIRC”). This signifi-
cantly expands the pool of
investors beyond the tra-
ditional foreign insurance
companies. The definition
and scope of “financial in-
stitutions,” however, are
yet to be clarified in the
implementation rules.

+ Relaxation on market ac-
cess requirements. The
Amendment removed the
requirements that a for-
eign insurance company
must have engaged in in-
surance business for more
than 30 years and have
maintained a representa-
tive office in China for at

least two years before it
can establish a foreign-in-
vested insurance company
in China.

+ Investment by foreign
insurance group compa-
ny. The Amendment now
allows foreign insurance
group companies to es-
tablish  foreign-invested
insurance companies in
China, with detailed im-
plementation rules to
be formulated by CBIRC.
Normally a group holding
company has more as-
sets and strengths than its
subsidiaries, which would
make it easier for a foreign
insurance group company
to meet the various eli-
gibility requirements for

establishing an insurance |

company in China, such as
total assets of at least USS
5 billion.

The above amendments took
effect on October 15, 2019.

It is expected that the CBIRC
will amend the Implementa-
tion Rules for the Administra-
tive Regulations on Foreign-In-
vested Insurance Companies
accordingly and issue further
detailed rules to implement
other opening-up commit-
ments announced by the Chi-
nese government in the re-
cent two years including the
removal of 51% foreign own-
ership restriction in the life in-
surance sector in 2020. m

Source: Mondaq - 7 November 2019
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INDONESIA

ters

Aftermath of
the Sulawesi
earthquake and
tsunamiin palu, —r
Indonesia on
September 30,
2018. Source:
AP

The Government of Indonesia
has signed an umbrella con-
tract with a consortium of 56
re/insurers to protect state as-
sets against natural disasters
and other major risks.

The agreement will cover min-
istry and institutional buildings
in Indonesia against structural
damage until 2023.

Director General of State As-
sets of the Ministry of Finance
Isa Rachmatawarta explained
that his office had insured
1,360 Ministry of Finance
buildings worth Rp 10.84 tril-
lion (USD 770 million) in 2019.

Isa stated that the buildings
are insured against a range
of natural disasters, including
earthquakes, floods, tsunamis
and fires, as well as riots, sab-
otage, terrorism, and plane
crashes.

Indonesia is in one of the
world’s most natural disas-
ter-prone areas and is at risk
to multiple hazards, including
flooding, earthquakes, land-
slides, tsunami, volcano, and
cyclone.

¢ Indonesia insures state assets against natural disas-

The move follows a particu-
larly devastating year for the
country in 2018, when a series
of earthquakes and tsunamis
left thousands dead and infra-
structure in ruins.

The September quake and
tsunami in Sulawesi alone left
more than 4,300 dead and
damaged 70,000 homes, while
an earlier earthquake in Lom-
bok killed more than 500 and
caused widespread damage.

After the Ministry of Finance is
fully insured, assets controlled
by 10 further ministries will be
involved in 2020, Isa said.

Among these are the Corrup-
tion Eradication Commission
(KPK), the National Agency,
Counter Terrorism (BNPT), to
the Agency for the Assessment
and Application of Technology
(BPPT).

In 2021, the number will in-
crease to 20 ministries, then
40 in 2022, with all ministries
and institutions hoped to be
covered in 2023.

According to Reuters, insur-
ance companies in the con-
sortium include Asuransi Tugu
Pratama Indonesia, Asuransi
Astra Buana, which is a unit of
Astra International, and Asu-
ransi Sinar Mas, part of con-
glomerate Sinar Mas Group,
as well as state-owned Asur-
ansi Jasa Indonesia and Asur-
ansi Kredit Indonesia. m

Source: Reinsurance News - 22 November 2019



JORDAN

e Parliamentary panel
approves draft of new

insurance law

The Parliamentary Committee
on Economy and Investment
has has approved a draft law
regulating insurance business.
The approval was given at a
meeting attended by the gov-
ernor of the Central Bank, Ziad
Fariz; the secretary general
of the Ministry of Industry,
Trade and Industry, Yousef Al
Shamali; and representatives
of the Jordan Insurance Fed-
eration, reported the newspa-
per Al Rai.

The law, when passed and
gazetted, will transfer super-
vision of the insurance sector
from the Insurance Depart-
ment under the Ministry to
the Central Bank of Jordan.

The committee approved the
draft law after making the
necessary amendments to it
and seeking the opinions of
stakeholders concerned. The
reasons for the Bill are to “reg-
ulate the rules of conducting
insurance business, in a way
that ensures the insurance
sector achieve its goals, by up-
dating the supervisory frame-
work of insurance business,
and by enabling the Central
Bank to supervise and control
this sector in line with the best
practices.”

Dr Khair Abu Sailik, chairman
of the committee, has said
that the proposed law would
strengthen the role of the Cen-
tral Bank in establishing the
rules of corporate governance

FAIR Review (Issue No. 183 e March 2020)

in insurance companies and
providers of insurance servic-
es, and give it the necessary
powers to deal with problem-
atic companies. The proposed
law will also have provisions
governing takaful. m

Source: MEIR - 7 Jan 2020

e Insurance sector main-
tains steady performance
in 2019

The Jordanian insurance mar-
ket showed growth of 1.3%
in GWP for the 2019 full year
with  premiums  reaching
JOD614.5m (S867m) com-
pared to 2018, according to
unaudited preliminary data
released by the Jordan Insur-
ance Federation.

Total compensation paid by
the industry increased by 1.6%
to JOD473.8m in 2019, com-
pared to the same period in
2018.

Contributions from takaful
insurance, which is undertak-
en by two insurers, totalled
JOD71m in 2019, an increase
of 6% over 2018. Takaful ac-
counted for 11.5% of the mar-
ket’s total written premiums
for 2019. Compensation paid
last year by the takaful oper-
ators amounted to JOD50m,
an increase of 9.7% over 2018,
accounting for 10.5% of the
total compensation paid by
the overall insurance market
in2019. m

Source: MEIR - 6 Feb 2020

© DrKhair Abu Sailik
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Financial Services

Commission

KOREA

e |Insurers to share interest rate risk with reinsurers

Co-reinsurance in the insur-
ance sector is expected to be
introduced in April this year,
following a meeting on 30 Jan-
uary called by the Financial
Services Commission during
which the issue was discussed.

Risks related to interest rate
fluctuations are expected to
be shared with reinsurance
companies, and insurance
companies’ reverse margin
and recapitalisation burdens
are expected to be eased, re-
ported Business Korea.

According to the plan, insur-
ance companies will pay sav-

ings insurance premiums and
additional insurance premi-
ums to reinsurers such as Ko-
rean Reinsurance and transfer
interest rate risks as well as
insurance risks to them at the
same time.

Accounting procedures will be
further clarified, too. Specif-
ically, an insurance company
will regard the difference as
prepaid expenses or assets
and write it off during a con-
tract period and a reinsurance
company will regard the differ-
ence as an unearned income
or liabilities and write it off
during the contract period.

South Korean insurers have
sought to recapitalise through
methods such as subordinated
debt issuance and investment
in long-term treasury bonds,
with IFRS 17 and the Korean
Insurance Capital Standard
(K-1CS) scheduled to be im-
plemented in 2022. They say
that these methods have their
own limitations and demand
a measure to reduce an in-
crease in liabilities with regard
to high-interest insurance con-
tracts.

According to the FSC, co-rein-
surance is expected to contrib-
ute to the financial soundness
of insurers. Foreign reinsur-
ance companies’ know-how is
expected to be shared. m

Source: AIR - 03 Feb 2020
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PHILIPPINES

e Philippines government and IBRD forge path ahead

for cat risk transfer to capital markets
By Adrian Ladbury on November 27, 2019

In 2013, Typhoon Haiyan re-
sulted in the loss of 6,300
lives and caused an estimated
$12.9bn of damage. Credit: iS-
tock/Tigeryan

The World Bank’s Internation-
al Bank for Reconstruction and
Development (IBRD) has is-
sued two tranches of catastro-
phe-linked bonds (cat bonds)
to provide the Republic of
the Philippines with financial
protection of up to $75m for
losses from earthquakes and
$150m against losses from
tropical cyclones for three
years.

The bonds, which are the first
to be sponsored by an Asian
government, were issued un-
der the IBRD’s ‘capital at risk’
notes programme, which is
used to transfer risks related
to natural disasters and other
risks from developing coun-
tries to the capital markets.
Payouts will be triggered when
an earthquake or tropical cy-
clone meets the predefined
criteria under the bond terms.

The Philippines is among the
most disaster-prone countries
inthe world. In 2013, Typhoon
Yolanda (also known as Ty-
phoon Haiyan) resulted in the
loss of 6,300 lives and caused
an estimated $12.9bn of dam-
age — about 4.7% of the coun-
try’s GDP.

“Many countries in Asia are

highly vulnerable to natural
disasters, which makes find-
ing innovative, capital markets
solutions a major priority to
address the impact on their
economies,” said Jingdong
Hua, World Bank vice-presi-
dent and treasurer.

“The World Bank cat bonds
for the Philippines are the first
to be sponsored by the gov-
ernment of an Asian country
and are the result of a close
and long-term partnership be-
tween the World Bank and the
Philippines government,” he
added.

Mara Warwick, World Bank
country director for Brunei,
Malaysia, Philippines and
Thailand, explained that this
was not an overnight process,
but rather the result of a sus-
tained effort to help the Phil-
ippines better identify, man-
age and ultimately transfer its
natural catastrophe risk.

“The World Bank has been
working with the Philippines
government for the last eight
years to help strengthen the
country’s resilience against
natural disasters,” said Ms
Warwick. “Through the inter-
mediation of the World Bank,
these cat bonds allow the
Philippines to transfer natu-
ral disaster risks to the capital
markets while enabling the
authorities to respond quickly
to the needs of citizens when

-

THE WORLD BANK

IBRD ¢ IDA | WORLD BANK GROUP
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Mara Warwick
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David Prie

calamities strike. This once
again demonstrates the Philip-
pines’ capability to develop in-
novative financial solutions to
mitigate impacts of extreme
climate and weather-related
events as well as major earth-
quakes,” she added.

“The World Bank cat bond is
a vital building block in our
long-term disaster risk and
insurance strategy, which we
have been steadily establish-
ing since the aftermath of Ty-
phoons Ketsana and Parma
in 2009,” said Rosalia V de
Leon, national treasurer of the
Philippines. “This instrument
addresses the financing gap
for immediate post-disaster
needs for extremely high-risk
events. It complements the
government’s existing disaster
risk financing mechanisms de-
signed to ensure comprehen-
sive financial protection for
the Philippines,” she added.

GC Securities, a division of
MMC Securities, and Swiss Re
were joint structuring agents,
joint bookrunners and joint
managers. Munich Re was a

joint structuring agent, place-
ment agent and joint manager.
AIR Worldwide is the risk mod-
eller and calculation agent.

David Priebe, chairman, Guy
Carpenter & Company, said
he hopes this bond will spark
other Asian governments into
action in this critical area of
risk transfer.

“GC Securities/Guy Carpenter
congratulate the World Bank
and Government of Philip-
pines on this landmark and
successful transaction, as the
first cat bond with exposure
to natural perils affecting the
Republic of the Philippines, as
well as the first cat bond listed
on the Singapore Exchange.
We hope that this pioneering
transaction provides a spring-
board for greater use of insur-
ance-linked securities to close
the protection gap in Asia and
promote sustainable econom-
ic development in one of the
most dynamic regions of the
world,” he said. m

Source: Commercial Risk - 27 November 2019
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QATAR

e Top insurance companies in Qatar per gross written
premium - 2018

2018 2017 2017-2018 2018

@R | uso | aaR [ UsD | evolution* | shares

Qatar Insurance Company 12606000 3460977 11659000 3179293 8.12% 81.25%
Doha Insurance QSC 623928 171299 543192 148123 14.86% 4.02%
Qatar General Insurance 546604 150070 505207 137765 8.19% 3.52%
Islamic Insurance QIIC 382374 104981 316667 86352 20.75% 2.46%
Damaan Insurance "BEEMA" 332094 91177 324202 88407 2.43% 2.14%
Khaleej takaful 267680 73491 283963 77434 -5.73% 1.73%
SEIB 213804 58700 214493 58490 -0.32% 1.38%
General Takaful 197778 54300 193480 52760 2.22% 1.27%
Dohabank Assurance 101985 28000 96080 26200 6.15% 0.66%
Total 15272247 4192995 14136285 3854823 8.04% 98.43%
Rest of the market ** 243753 66923 303715 82821 -19.74% 1.57%

Total market 15516000 4259918 14440000 3937644 7.45% 100.00%

* Variation in local currency

** 3 companies m
Source: Atlas Magazine - 28/01/2020

THAILAND

¢ IMF: Thailand Regulator Needs to Improve Independ-

ence, Powers

Thailand’s Office of Insurance
Commission needs to gain
more independence and im-
prove its enforcement pow-
ers to fully regulate the local
insurance industry, according
to the International Monetary
Fund.

In its Financial System Stability
Assessment report for Thai-
land, the IMF noted several
key supervisory powers of the
OIC, such as the power to ap-
prove licensing decisions or set
levies on the industry, still rest
with the Ministry of Finance,
and this creates a risk the OIC
may not have adequate capa-
bilities that can be used in a
timely manner to achieve the
objectives of supervision.

The IMF said local authorities

should consider amending the
Insurance Commission Act of
2007, with particular consid-
eration to transfer key supervi-
sory powers that are currently
vested in the MOF to the OIC
directly.

“Improving independence of
the OIC should be accompa-
nied by measures to increase
its formal accountability to
government. This should in-
clude a more formal and more
elaborate accountability
framework including, for ex-
ample, an annual multiyear
strategic and operational plan
that includes a set of perfor-
mance measures, and an an-
nual report designed to report
on the organization’s progress
in  meeting plan require-
ments,” the IMF said.
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The IMF said the OIC should
be given control of nonlife
insurers as well as increase
its supervisory powers over
intermediaries including the
authority to suspend interme-
diary licenses and issue ad-
ministrative orders.

“The ladder of intervention
appears to leave the use of
the OIC’s strongest preventive
and corrective powers until an
insurers’ financial condition is
extremely serious and when
the supervisor should be fo-
cused on its orderly wind-up
as a gone concern rather than
its recovery,” noted the IMF.

“The ability for the supervi-
sor to take control (of nonlife
insurers) is an important tool
needed to minimize losses
when an insurer is headed
towards insolvency,” the IMF
said, adding the OIC should
include an additional stage
in its intervention powers fo-
cused on preparing for the or-
derly wind-up of the insurer as
a gone concern.

There’s also a need to enhance
regulations around market
conduct, particularly on deal-
ing with potential or actual
conflicts of interest, the IMF
said. This includes requiring
companies to disclose com-

pensation for its agents and
intermediaries and to develop
a notification on proper use
of client information, in coop-
eration with industry associa-
tions, to avoid unwanted cross
selling of products.
“Consideration might also be
given, in due course, to re-
quire insurers or intermedi-
aries to make restitution for
harm caused by inappropriate
conduct of business,” the IMF
added.

In response, the OIC said it
agrees with the IMF’s recom-
mendations and it intends to
put them into practice over
the coming years. In addition,
the OIC said it is currently
amending the Nonlife Insur-
ance Act and the Life Insur-
ance Act to align supervisory
legislation with international
standards.

“The latest amendments of
the NLIA and the LIA were ap-
proved by the National Legis-
lative Assembly in February
2019, increasing the enforce-
ment powers of the OIC over
intermediaries. In addition,
there are other NLIA and LIA
amendments, approved by the
Cabinet in November 2018,
addressing other shortcom-
ings such as the OIC's power
to approve changes in control,
improvement of preventive
and corrective measures, and
specification of a clear point at
which it is no longer permissi-
ble for an insurer to continue
its business,” the regulator
said. m

Source: BestWeek Asia-Pacific Edition, October 15, 2019
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¢ Thai general insurance market set for growth

By Tony Dowding

Thailand’s general insurance
business is predicted to grow
from THB247.6bn ($7.7bn) in
2018 to THB285.5bn ($9.1bn)
in 2023, according to data and
analytics company GlobalDa-
ta.

A report from GlobalData,
Thailand General Insurance:
Key Trends and Opportunities
to 2023, reveals that gross
written premium in Thailand’s
general insurance market reg-
istered a compound annual
growth rate 3.1% between
2014 and 2018. Motor, prop-
erty and personal accident
and health together account-
ed for more than 90% share
in 2018, with motor insurance
accounting for the Ilargest
share at 55.5%.

Tapas Bhowmik, project man-
ager in the insurance division
at GlobalData, said: “The au-
tomobile sector accounts for
about 10% of the GDP and is
an important line of business
for insurers. It reflects in the
trend. During 2014-2018, the
motor insurance business ac-
counted for 54%-55% of the
total general insurance gross

written premiums.”

P

However, profitability is under
pressure in 1 ]

%) GlobalData.

the competitive pricing going
forward.

It adds that the economic
growth outlook is also an issue
to contend with. “As per gov-
ernment estimates, growth
was at a five-year low by the
end of the second quarter
of 2019 as the country’s ex-
port-oriented economy is reel-
ing under international trade
conflicts and currency appre-
ciation. Against this backdrop,
insurers are using technology
among other measures for
efficiency. Telematics and us-
age-based insurance are two
key technology-based solu-
tions with significant growth
potential in the industry,” the
report states.

Mr Bhowmik added: “With
regulatory support and inno-
vation, insurtech in Thailand
has grown steadily to assume
a key role. Microinsurance
policies, claims processing and
customer relationship man-
agement._are among the key
focus areas. Also, the industry
can look forward to opportu-
nities in projects pl
der the ‘Thailand 4.0’

Source: Commercial Risigf#f2dNovember2019
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e UAE Insurance Regulatory Round-Up 2019
by Anand Singh (BSA Ahmad Bin Hezeem & Associates LLP)

While the overall economic
slowdown and disruption in
the market has had some im-
pact on the insurance sector
as well, the UAE insurance
market still seems to be going
strong. Market reports state
that Loss Ratios continue to
present a positive outlook and
the total written premium of
the Industry for the half-year
ended 2019 was estimated
to be AED 13.7 Billion which
shows a growth of 9% from
the same period for the previ-
ous year.

That said, 2019 saw some
major disruption in the UAE
insurance market, largely driv-
en by the new guidance and
regulations issued by the UAE
Insurance Authority. While
these regulations were a need
of the hour for the otherwise
under-regulated insurance
market in the UAE and broad-
er region, like any other part
of the world, the immediate
reaction to these regulations
is not very positive and the
market players are of the view
that this would slow down
the market growth. While this
may be true from a short-term
perspective, in the long run

this will definitely benefit the
entire market.

We have compiled a list of the
major regulations issued by
the UAE Insurance Authori-
ty in the calendar year 2019,
with a brief summary of its
likely impact:

— Cabinet Reso-
lution No. (7) of 2019 Concern-
ing the Administrative Fines
Imposed by the Insurance Au-
thority — This resolution was a
rather unexpected start from
the Insurance Authority for
the year 2019. The circular
sets out the list of violations
applicable to insurers, brokers,
TPAs, consultants and even
third parties, and administra-
tive fines for breach of such
listed violations. Historically,
fines and penalties for viola-
tions were listed in the respec-
tive laws and regulations, with
very minimal application by
the regulator and this resolu-
tion is expected to change the
supervisory framework of the
insurance authority.

— Third draft of
the Life Insurance Regulations,
dated 31 January 2019 — After
having issued the first draft of
the life insurance regulations
in 2016, followed by a second
draft in 2017, the Insurance
Authority issued the third draft
of the life insurance regula-
tions, pursuant to comments
from the market stakeholders.
This draft reiterated the provi-
sions in relation to commission



caps and provided further clar-
ity that the commission caps
apply in aggregate to all insur-
ance intermediaries. The final
regulation was issued later in
the year (details below).

— First draft of
the Electronic Insurance Reg-
ulations, dated 14 January
2019 — The Insurance Author-
ity’s draft ‘Board of Directors
Resolution Concerning the
Electronic Insurance Regula-
tions’ intends to govern any
insurance business carried out
online or concluded electron-
ically in the UAE. These draft
regulations apply to Insurance
Companies, Insurance Brokers,
Insurance Agents and Health
Insurance TPA companies and
prescribe the requirement
for such entities to obtain a
pre-approval from the Insur-
ance Authority in relation to
their electronic insurance op-
erations. The draft regulations
also specify the nature of the
products that can be sold on-
line, and some of the products
such as the investment linked
life insurance cannot be sold
online. The intention of these
regulations appears to be to
register and regulate any en-
tity offering insurance online,
as agent, broker or insurance
company and seems to be
targeting the unlicensed web
aggregation websites that are
offering a comparison of insur-
ance products. A revised draft
was published later in the year
(details below).

— Decision No. (50)
of 2019 Concerning Enhancing
the Shari'a Controller’s Role in
Takaful Insurance Companies
Operating in the State — The
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decision clearly sets out the
qualification and appointment
procedure for the Sharia Con-
troller in a Takaful Insurer, and
that the appointment must
be on full-time basis and on
recommendation of the Sha-
ria Supervisory Board of the
Takaful Insurer. In addition, the
decision also sets out the man-
datory functions that the Shar-
ia Controller must perform in a
Takaful Insurer.

— Board of Direc-
tors’ Decision No. (15) of 2019
On the Instructions Concern-
ing the Rules of Ownership Ra-
tios in the Capital of Insurance
Companies — This decision of
the Insurance Authority is rel-
evant to all insurance compa-
nies operating in the UAE and
prescribes the disclosure re-
quirements applicable on natu-
ral and corporate persons who
wish to become stakeholders
of insurance companies. This
decision also introduces the
concept of “Strategic Partner”,
who could even be a foreign
person provided that does not
change the ownership ratio of
UAE Nationals.

—Insurance Authori-
ty’s Board of Directors Decision
No.(23) of 2019 Concerning In-
structions Organizing Reinsur-
ance Operations — The Insur-
ance Authority issued the final
reinsurance regulations after a
few tweaks to their prior drafts
of the reinsurance regulation
issued in 2018. While the ex-
pectation was that the regula-
tions would introduce manda-
tory local retention on some
lines of business, the regula-
tion focused largely on setting
up of local reinsurers in UAE,
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capital requirement for which
has been set at AED 250mil-
lion, with 51% ownership re-
stricted to UAE Nationals.

— Insurance Author-
ity Board Resolution No. (33)
of 2019 Concerning the Reg-
ulation of the Committees for
the Settlement and Resolution
of Insurance Disputes — A fol-
low up from the amendment
to the Insurance Authority Law
issued in 2018, this resolution
from the Insurance Authority
provided the manner in which
the Dispute Resolution Com-
mittee will be formed and the
manner in which it will car-
ry out its functions, with the
membership being restricted
to one calendar year. The pur-
pose of the committee is to
reconcile the differences be-
tween parties and if they fail to
do so, the parties are free to go
through their standard dispute
resolution process.

— Insurance
Authority Board of Directors’
Decision No. (49) of 2019 Con-
cerning Instructions for Life In-
surance and Family Takaful In-
surance — These regulations on
Life Insurance were issued af-
ter three versions of the drafts
being shared for public consul-
tation over the last 2.5 years.
These regulations limit the
commission that can be paid to
an intermediary for solicitation
of life insurance and also caps
upfront payments of indem-
nity commission by an insurer
to such intermediaries, which
is a highly prevalent market
practice. These regulations are
revolutionary in what they aim
to achieve and while they may
lead to a drop. in incentives to
the distribution channel, even-

tually such costs will be passed
on to policyholders and is a
very positive change for the life
insurance sector in the UAE.

— Insurance Au-
thority Board of Directors’ Deci-
sion No. (40) of 2019 Concern-
ing the Amendment of Certain
Provisions of the Insurance
Authority Board Decision No.
(3) of 2010 On the Instructions
Concerning the Code of Con-
duct and Ethics to be Observed
by Insurance Companies Oper-
ating in the UAE — This decision
extends the applicability of the
Insurance Authority’s Code of
Conduct to “insurance-relat-
ed professions”. The Code of
Conduct provides the various
terms and conditions that must
be complied with by any entity
licensed by the Insurance Au-
thority, including but not limit-
ed to guidance on operations,
publicity and advertisement,
pricing, proposal form, policy
wording, claims and renewal.

— The Insurance
Authority Board of Directors’
Decision No. (41) of 2019
Concerning the Supervisory
Rules for the Experimental En-
vironment of Financial Tech-
nology in the Insurance Indus-
try — This decision lays down
the financial technology regu-
latory framework of the Insur-
ance Authority. The decision
is aimed at supporting the fin-
tech companies and transform-
ing the UAE insurance market
into a smart insurance market.
This is a great forward-looking
step by the Insurance Authori-
ty, which will likely result in the
development of indigenous
(correct word?) solutions in
the insurance sector and has
set a high benchmark for oth-



er insurance regulators in the
region.

October 2019 — The Insurance
Authority Board of Directors’
Decision No. (42) of 2019

On the Amendment of Certain
Provisions of the Insurance
Authority Board of Directors’
Decision No. (13) of 2018 In-
structions Concerning Market-
ing Insurance Policies through
Banks — This decision amends
certain provisions of the Ban-
cassurance Regulations. The
Bancassurance Regulations
currently require the Desig-
nated Officer of the bank to
acquire practical training of no
less than two months at any
insurance company, which has
now been replaced by a train-
ing requirement of 30 (thirty)
hours. Further, the decision
provides that insurance com-
panies can utilize the Ban-
cassurance channel for distri-
bution even in the Emirates
where they do not have an
Insurance Authority licensed
“Branch” if they have either a
“Point of Sale” in such Emirate
or provide insurance services
through electronic means

— Administrative
Decision No. (140) of 2019 Con-
cerning the Exclusion of Some
Insurance Policies from the Re-
quirement of Being Written in
the Arabic Language — Admin-
istrative Circular No 7 of 2019
relating to Administrative Fine,
stated that if an insurer does
not comply with the require-
ment of issuing the insurance
policy in Arabic, fines could be
levied. This Decision lists down
the polices which have been
exempted from this require-
ment of translation to Arabic,
such as marine and aircraft
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policies, oil and gas-related in-
surance policies, space-related
insurance policies and other in-
surance policies of internation-
al nature. The Decision further
provides a list of documents
that need to be submitted to
the Authority for approval of
the policy wordings, in relation
to each life insurance policies
and those in relation to general
insurance policies

— Draft of
the Electronic Insurance Reg-
ulations, dated 24 December
2019 — The revised draft of the
Electronic Insurance Regula-
tions identifies “web aggrega-
tion companies” as a separate
category, which require prior
approval of the UAE Insurance
Authority and who will work in
conjunction with a licensed in-
surance broker. This draft also
mentions “digital insurance
broker” but does provide any
details around the require-
ment and licensing procedure
and the final draft will hopeful-
ly cater to these.

Conclusion

On the back of better loss ratios
and underwriting results, most
insurance companies have
shown positive results and
continue to maintain a positive
outlook for the year ahead.
However, we anticipate 2020
to be a year of consolidation,
for the Takaful Insurers, Con-
ventional Insurers, Insurance
brokers and the Third-Party
Administrators. Consolidation
would likely lead to exit of play-
ers with a short-term strategy
and bring in more experienced
players who are ready to invest
in the market with a long-term
perspective. m

Source: Mondaq - 05 February 2020
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VIETNAM

e Vietnamese insurance sector continues to grow

strongly

The Vietnamese insurance
industry saw premiums in-
crease by nearly 21% in 2019
to VND160.18trn, according
to the Ministry of Finance’s In-
surance Supervisory Authority
(ISA), reported by Viét Nam
News.

Non-life insurance premiums
accounted for VND52.39trn
and life insurance premiums
for VND107.79trn. Total as-
sets of insurance firms in Viet-
nam grew by 15.3% in 2019 to
VND454.38trn.

Viét Nam News reported that
the ISA said the Vietnam-
ese insurance industry aims
to maintain a growth rate of
18.42% in 2020, gaining rev-
enue of VND188.73trn, and
increase total assets by 13.3%
to VND514.80trn in 2020. The
news service quoted Pham
Thu Phuwong, deputy direc-
tor of ISA, who said that to
meet the targets, the author-
ity would continue to improve

g

mechanisms and policies,
focusing on restructuring to
make the insurance market
develop transparently, safely
and efficiently as well asin line
with international standards.

“In particular, ISA will focus
all resources to complete the
revised Law on Insurance Busi-
ness as well as regulations to
guide the implementation of
the law to make it in accord-
ance with the country’s socio-
economic development direc-
tions as well as international
rules,” Mr Phuong said.

He added that in order to fur-
ther develop the market and
improve the quality of insur-
ance services, ISA would con-
tinue to consider and submit
to the Ministry of Finance for
licensing eligible foreign inves-
tors in insurance and reinsur-
ance in Vietnam, according to
Viét Nam News.

The ISA reported that the
country has 66 insurance com-
panies, which provide more
than 850 non-life insurance
products and 450 life insur-
ance products. m

Source: Commercial Risk — 21 January 2020
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UZBEIKISTARNS

INSURANCE MARKET OVERVIEW

T e Surface Area: 447,400 km2
TeE e Capital: Tashkent

) 'l e Population: 32,955,400
e Religion: Mostly Islam

o) e Currency: So'm (Code: UZS)
New Delhlé NE ;

BY HUSSEIN ELSAYED
Misr Insurance Company

Uzbekistan has a land area of 172,742 square miles (447,400 km2). Its population estimated at 32.96 million,
making it by far the most populous of the five Central Asian republics. The countiry has borders with
Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan and Afghanistan.

Uzbekistan lies at the heart of Central Asia. Most of the land is plains and desert. The Tien Shan and Pamir-Alai
mountain ranges rise from the plains in the central and south-eastern half of the country. Present-day
Uzbekistan formed an important section of the Great Silk Road, which for centuries took travellers and fraders
across Central and Far Eastern Asia to the Middle East.

Uzbekistan's economy is dominated by State-Owned Enterprises (SOEs) and is largely dependent on cotton,
natural gas and gold exports. The principle of "import substituting industrialisation”, by which local indusiry is
encouraged to meet the needs of the domestic economy, has been fundamental to economic policy
although the economic environment is now changing.

Uzbekistan recorded one of the most notable improvements in the World Bank’s Doing Business ranking, and
in 2018 was included in the global top 10 improvers list.

The Uzbekistan insurance market is small with a low premium expenditure and an insurance culture that is still
developing.
In 2018, total market GWP reached UZS 1.6 trillion and paid claims were UZS 460.8 billion. Non-life GWP

amounted to UZS 1.2 trillion (+54.4%), and life GWP UZS 0.4 trillion. The estimated insurance market portfolio in
2018 refers to 16% as mandatory insurance and 84% as voluntary insurance.

1H2019, the market showed impressive growth of 53.29% y-o-y. GWP amounted to UZS 1,253.304 billion (EUR
128.78 million). The market share of the voluntary segment increased by about 5% y-o-y, while the share of
compulsory insurance, on the contrary, declined.

Paid claims recorded an increase of more than 116%, mainly due to increasing paid claims for voluntary
classes. Paid claims for compulsory insurance remained at almost the same level as a year ago.




FAIR Review (Issue No. 183 e March 2020)

: | ~ .
T T e
¥~ gﬁ.’ 20

= 1.

E = T EPN

UZBEKISTAN ECONOMY DATA

Population (million) 30.0 30.5 31.0 31.6 32.1
GDP per capita (USD) 1,923 2,070 2,149 2,124 1,839
GDP per capita (EUR) 1,480 1,512 1,937 1,921 1,605
GDP (USD bn) 57.7 63.1 66.7 67.1 59.1
GDP (EUR bn) 44.4 46.1 60.1 60.6 51.6
Economic Growth (GDP, annual variation in %) 8.0 7.2 7.4 6.1 4.5
Consumption (annual variation in %) 9.7 10.9 11.6 7.0 -

Investment (annual variation in %) 5.2 7.4 0.8 16.4 7.1
Fiscal Balance (% of GDP) 0.3 0.2 0.1 0.1 0.1
Public Debt (% of GDP) 7.9 7.8 8.7 8.6 20.2
Inflation Rate (CPI, annual variation in %) 11.7 9.1 8.5 8.8 13.9
Policy Interest Rate (%) 12.00 10.00 9.00 9.00 14.00
Exchange Rate (vs USD) 2,202 2,422 2,810 3,218 8,120
Exchange Rate (vs USD, aop) 2,092 2,308 2,570 2,965 5,123
Exchange Rate (vs EUR) 3,034 2,931 3,052 3,394 9,751
Exchange Rate (vs EUR, aop) 2,780 3,064 2,852 3,279 5,869
Current Account (% of GDP) 2.8 1.7 0.7 0.5 2.5
Current Account Balance (USD bn) 1.6 1.1 0.5 0.3 1.5
Trade Balance (USD billion) -10.6 -12.6 -10.5 -2.4 -2.2
Exports (USD billion) 7.7 6.4 5.4 8.6 10.2
Imports (USD billion) 18.4 19.0 15.9 11.0 12.4
Exports (annual variation in %) 38.9 -17.0 -16.7 61.3 17.5
Imports (annual variation in %) 38.4 3.4 -16.6 -30.4 12.1

International Reserves (EUR) - - - - -
International Reserves (USD) - - - - -
External Debt (% of GDP) 18.5 21.1 22.2 21.8 26.4
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COUNTRY RISK

Political and Economic Risk Indices

I short Term Political Risk Index | Long Term Political Risk Index
Armenia 7T Taijikistan 26.2
Tajikistan 49.0 | Kyrgyzstan 43.8
Gooegia 56,5 Azerbaijan 49.8
Kyroyzstan B0 Turkmenistan 532
Azerbaijan 629 Gacegi 519
Uzbekiston m Uzhaokistan
Kazakhsian 66.7 | Amars o15 |
Tutkm enistan 734 Kazakhston 66.0
i} il 40 i3] a0 100 0 @ 0 60 80
I snortTerm Econcmic Risk Index | Long Term Economic Risk Index
Fukmanen 2 Tajikistan 361
2l AL Turkmenistan 420
Ay 421 Hoyegyrstan 42.4
Kyrgyzstan 448 Armonic 43,9
Gecigia 406.8 Azerbaijan 50,5
Uzbekistan 456 Uzbokistan
Hazakhslan 531 Goorgio £3 4
Azerbaljan 556 Kazakhsian 57,3
0 20 40 G0 an ] 20 40 &0 a0
100 = Lowest risk, 0 = Highest risk Source: Fitch Solutions February 19, 2019

Country Operational Labour Trade and Logistics  Crime and
Risk Index Market Investment Risk Security
Risk Risk Index Index Risk Index
Index

Georgia 61.9 64.7 70.9 54.9 57.1
Operational  Azerbaijan 58.8 60.3 62.4 59.5 52.8
Risk Index Kazakhstan 58.5 71.6 58.9 54.1 49.3
Armenia 55.5 56.1 58.5 49.9 57.6
100 = Lowest risk, ~ Uzbekistan 423 51.2 53.1 34.7 32.5
0 = Highest risk Tajikistan 42.3 52.8 38.9 38.8 40.1
Kyrgyzstan 42.3 49.2 44.7 38.0 33.5
Turkmenistan 38.1 33.8 39.4 43.1 36.1

Source: Fitch Solutions Caucasus and Central Asia Average
February 19, 2019

Emerging Markets Averages
Global Markets Averages

Natural Uzbekistan is in an earthquake region, and this is a major hazard that needs to be carefully
Hazards evaluated. Windstorm and flood are recognized risks, especially in rural areas, but the
proportion of insured losses is low.
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UZBEK INSURANCE MARKET

Insurance Market Development and Legal Framework

19" ¢ Some insurance was probably transacted
by Russian companies

1921 The Soviet state insurance company
Gosstrakh was established, initially to
insure agricultural property, crop and
livestock, and foreign trade.

1940 Agricultural property, crop and livestock
insurance was made compulsory for
collective farms.

1958 Gosstrakh was decentralized into separate
bodies that became part of the finance
ministry of each republic of the USSR.

1976 Agricultural property, crop and livestock insurance for state farms on a compulsory basis was
introduced.

1989 The law on co-operatives permitted the establishment of the first co-operative insurers, later
transformed into joint stock companies.

1993 The first Uzbek law on insurance was enacted.

1998 Gosstrakhnadzor was set up as the supervisory authority for insurance.

1999 The insurance law was amended: the first regulations were issued.

2002 A new insurance law and regulations were enacted dividing the market into life and non-life sectors and
introducing EU classifications of insurance.

2006 The first specialized reinsurance company, Transinsurance Re, was formed. Later in 2013 the company
was closed.

2007 Agents, brokers, surveyors, adjusters, assistance providers and actuaries were defined as professional
participants in the insurance market by amendment to the insurance law of 2002.

2008 Compulsory Motor Third Party Liability (MTPL) became law, and a motor guarantee fund was created.

2010 Increases in minimum capital became effective from 1 January.

2015 Compulsory carriers' liability insurance was introduced.

2017 Foreign exchange policy liberalized. Minimum capital requirements restated in local currency. Insurers
permitted to purchase foreign currency without limitation when procuring reinsurance.

Samarkand’s Registain Square

> INSURANCE ORGANIZATIONS:

SUPERVISORY AUTHORITY:

The insurance industry in Uzbekistan is supervised by the State Insurance
Supervisory Inspection Department (Gosstrakhnadzor), which was established
on 8 July 1998, by the Cabinet of Ministers, under Resolution No 286 On
Measures for the State Supervision of Insurance Activity. Gosstrakhnadzor
began working as the insurance supervisory authority in February 1999.
www.mf.uz

INSURANCE ASSOCIATION:
The Association of Professional Participants in the Insurance Market was formed

in June 2007. www.uz-insur.uz
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> Types of License

= Licences are issued either for life or non-life: composite insurers have not
been permitted according to the 2002 legislation.

= PA and healthcare (sickness) are considered as non-life classes in
Uzbekistan, although they may be written also by life companies, either as
supplementary covers to life products or as stand-alone policies.

= Life companies may also write travel insurance if it is restricted to medical llﬂg‘%@
expenses and PA cover (ie no property or liability covers are included). =

=  Within the non-life grouping, licences are issued on a class-by-class basis.

= Licences for inwards reinsurance are not issued separately except specifically for a professional
reinsurance company. No direct writer can accept inwards reinsurance unless it has capital sufficient
to qualify as a professional reinsurer.

= The standard response time for a licence or filing application is 20 days.

> Capital Requirements
The minimum authorized capital for insurance companies operating:
= Non-life insurers - UZS 7.5bn (USD 947,207)
= Insurers writing compulsory classes - UZS 15bn (USD 1.89mn)
= Exclusively for reinsurance - UZS 30bn (USD 3.79mn). CAPITA I— o
o  Existing insurers/reinsurers were granted until 1 July 2018 to comply
with the restated capital requirements.
o  Theinitial statutory fund of the insurer must be formed by the

founders by the time the licence is received, and it cannot be less
than the minimum statutory fund amount established by law.

=

> Compulsory Insurances
In accordance with the meaning of Article 914 of the Civil Code of the Republic of Uzbekistan, there is a
system of voluntary and obligatory insurance.
For obligatory insurance, an insured is obliged to enter into a contract with an insurer under the terms
of the legislation in force.

Hereunder is a list of the types of obligatory insurance in the Republic of Uzbekistan:

= Motor third-party liability.

= Employers’ liability.

= Carriers’ third-party liability (death, bodily injury and R COMPULSORY INSURANCE
property damage of passengers). il

=  Third party and environmental liability for accidents at . N |
hazardous production facilities. \ |

= Professional liability for the following: valuers; customs
clearing agents; financial services consultants; auditors, \ /

real estate agents; and notaries.

= State insurance of the life and health of workers in the w
energy and mining industries, court officials, the military,
emergency rescue services and tax services personnel.

=  Third-party liability for hazardous cargo transportation.

=  Ecological insurance.
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= Contractors’ all risks for objects built with state funds or under state guarantee.

= Insurance of items taken as loan pledges.

= Insurance of leased equipment.

= Insurance of property offered as security.

= Insurance of mortgaged property.

= Insurance of risks under concessionaires’ contracts.

= Insurance of valuables in the post.

= Tourist insurance.

= Export contract insurance.

= Life and health insurance for participants in clinical trials (required by trial sponsors in order to obtain
a licence - not a legal requirement).

Insurance Policy:
=  There are no compulsory wordings for any class and insurers
are free to design the wordings they wish. Regulations issued
for the various compulsory classes, however, may contain
definitions, essential components, terms, conditions and
obligations which should be incorporated into the policy.

= Policies in English are allowed but may not stand alone;
market practice requires an Uzbek or Russian version which
would take precedence in the event of a dispute. For large
risks, wordings are often provided by the placing brokers. Manuscript policies and programme rates
are allowed provided that, in using them, the local insurer will not face compliance issues relating to
its filed wordings and tariffs.

= Standard example wordings are lodged with the supervisor, but there is no strict adherence to any
specific wording required. Amendments to wordings are allowed providing always that there is no
legally significant deviation to the original filing.

=  Rates are filed with the standard wordings, but there is apparently no requirement to maintain rates
that are first advised to the supervisor. Article 942 of the Civil Code states that the insurer, in
determining the amount of the insurance premium subject to payment under the contract, shall
have the right to apply insurance rates developed by the insurer, taking into account the object of
insurance and the nature of the insurance risk.

=  The standard response time for a licence or filing application is 20
days.

=  There is considerable variation in the wordings used and the degree
of sophistication in them. International (London market or major
international reinsurers') wordings are often used, especially for
risks involving a foreign partner or foreign capital and, in the more
sophisticated versions, a jurisdiction clause is often included.

= There are no non-standard exclusions.

= There is no automatic renewal of insurances. At renewal, insurers contact the client and offer
renewal if they wish to do so.




FAIR Review (Issue No. 183 e March 2020)

>

Statutory Tariffs

Tariffs are not set for voluntary classes: insurers are free to charge what they deem to be commercial
rates for the business. There are statutory tariffs for some compulsory classes including motor third
party liability, carriers' liability and employers' liability.

Foreign Ownership

Article 27 of the insurance law states that foreign insurance and reinsurance organisations may
participate as founders of Uzbek insurance companies. Branches of foreign legal entities are not,
however, permitted.

Intermediaries:

Intermediaries (brokers or agents) are required to be
authorized to do insurance business.

Intermediaries are not permitted to place business with
non-admitted insurers, with the exception of insurance of
imports on CIF terms and motor third party liability for
drivers leaving Uzbekistan (Green Card equivalent).

> >
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Non-Admitted Insurance Regulatory Position
Non-admitted insurance is not permitted. The law prohibits insurance intermediary activity on behalf of
foreign insurance organizations. There are no restrictions on the placement of reinsurance abroad.

Reinsurance Business:

There was no professional specialist reinsurance company in Uzbekistan. Several of the larger direct
licensed insurers are sufficiently capitalized to act as reinsurers writing inwards reinsurance.

Following the recent currency liberalization announced in September 2017 under Presidential Decree
No 517 local insurance companies can now freely buy foreign currency in order to purchase reinsurance.

There is no state reinsurance company in Uzbekistan. Three direct companies which are state-owned
write inward reinsurance: Uzbekinvest, Kafolat and
Uzagrosugurta. Uzbekinvest has by far the highest

capacity. REi nSU ra nce

Direct writers do not need to be specifically licensed
to write reinsurance, but they do need to have :
sufficient capital, ie UZS 30bn (USD 3.79mn: the ) ‘ |
equivalent of USD 3.70mn using the official exchange

rate of 5 September 2017 established by the Central 1\
Bank).

There are no obligatory reinsurance cessions to any local insurer/reinsurer, although it should be noted
that some limitations on maximum retentions apply. The maximum liability of an insurer (reinsurer) on
an individual risk should not exceed 20% of its capital and reserves (15% for export contracts against
political and commercial risks).
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When arranging a placement with foreign reinsurers, several conditions need to be complied with as
specified in Order No 41 (Articles 32 to 35) On Approval of the Regulations for Solvency of Insurers and
Reinsurers dated 22 April 2008 issued by the Ministry of Finance.

The total volume of reinsurance ceded to non-
resident insurers/reinsurers should not exceed 95%
of the obligations of the local insurer for each
separate insurance contract.

When placing reinsurance overseas, a local
insurer's own retention must be not less than 5% of
the company's solvency margin for the preceding
quarter, except for export contracts against
political and commercial risks and travellers'
medical insurance.

Minimum acceptable security ratings for non-admitted reinsurance also apply (Moody's Investors
Service Baa3, S & P Global BB+, Fitch Inc. BB-, A. M. Best Company Inc. B+, Expert-RA A++). Prospective
reinsurers do not need to be registered locally, but it is unclear how the supervisor routinely vets the
adequacy of ratings.

A 10% withholding tax on insurance and reinsurance premiums paid abroad applies; the withholding tax
is not applied where Uzbekistan has double taxation agreements, but a tax residence certificate is
required.

Global programme wordings and rates may be acceptable, depending on the filings that the local carrier
has made to the supervisory authority. Fronting commissions are usually in the region of 5% to 15%.

Foreign exchange policy was liberalized in September 2017 following Presidential Decree No 517.
Uzbekistan insurance companies can now freely purchase foreign currency without limitation for their
reinsurance purchases.
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INSURANCE MARKET
PERFORMANCE AND
STATISTICS
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As of the end of 2018, the local market was represented by 30 companies (3 more than in 2017), of
which 24 are non-life companies and 6 life companies.

In 2018, the total volume of insurance premiums reached 1.6 trillion UZS (193 million USD), which is 76%
more compared to the 2017 which is 927 billion UZS (109 million USD).

The real growth rate of premiums is estimated at 62%. This figure significantly exceeds the GDP growth
rate for 2018, which according to preliminary data amounted to 5.1%.

The total premiums for companies operating in the life insurance industry increased by 3 times and
amounted to 417 billion UZS ($49 million USD) in 2018.
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In 2018, general insurance industry grew by 54% and amounted to 1.2 trillion UZS ($142 million USD).

MARKET OVERVIEW

According to the Ministry of Finance of the Republic of Uzbekistan, in 2018, three new insurance
companies lunched their activities in the country. As a result, the number of insurance companies in the
market of Uzbekistan reached up to 30 units: 24 of them operate in general insurance and 6 in life
insurance industries. Two of the three new companies that entered the market operates in the life
insurance industry (“Euroasia Life” and “Kafolat Hayot”), and one company (“Apex Insurance”) is in the
general insurance industry.

Insurance premiums, Penetration Density Insurance payments,
(billion UZS) (% of GDP) (per capita in USS) (billion UZS)

2014 439.1 0.30% 6 74.6

2015 551.5 0.32% 6 99.8

2016 692.6 0.35% 7 130.5

2017 927 0.40% 6 270

2018 1635 0.40% 5 460

Source: Data of the State Insurance Supervision of the Republic of Uzbekistan
zbekistan Insurance 2018 PENETRATION (38) 2018 DensITY (in US$H)
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ercentage of GDP and os
xpenditure on a per 0.6 .65 0.6% =
apita basis expressed in e 0.9% o0 33
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For the year ended 2018, the insurance market of Uzbekistan shows a high growth rate relative to the
corresponding figures of the previous year.

For 2018, the volume of insurance premiums in the market increased by 76% and reached 1.6 trillion
UZS (5193 million USD).

Taking into account the inflation rate for 2018, the real growth rate of premiums is estimated at 62%.
This figure significantly exceeds the growth rate of the country's GDP for 2018, which, according to
preliminary data, was 5.1%, which clearly indicates the dynamics of the insurance industry as a whole.
The main drivers of market growth is life insurance.

For 2018, the volume of premiums for voluntary types of insurance reached 1.4 trillion UZS ($165 million
USD) and exceeded the previous year by 98%. At the same time, premiums for compulsory insurance
also showed a positive trend, but the growth rate was only 13%. The volume of premiums collected on
compulsory insurance reached 263.5 billion UZS ($31 million USD). The growth rate of the premiums for
voluntary insurance reflects the continued upward trend in the share of voluntary insurance in the
market as a whole. In 2017 the share of voluntary insurance rose to 74.8%, then by the end of 2018, this
figure increased by 9 points and reached 83.9%. This growth trend in the share of voluntary insurance in
the market is estimated as a positive result, indicating a real growth in the country's insurance market.

It should be also noted that in 2018, there is also a rapid increase in insurance payments. During the
reporting period, payments made by the companies increased by 71% and reached 460 billion UZS ($54
million USD). Also the main factor leading to the growth of payments in 2018 is the growth of payments
on life insurance contracts.

As part of insurance payments, there is also a tendency of growth in the share of voluntary insurance.
During 2018, the volume of payments on voluntary types of insurance increased by 92%, reaching 389
billion UZS ($46 million USD). For compulsory insurance, the volume of payments grew by only 6% and
amounted to 71 billion UZS ($8.4 million USD). As a result, the share of voluntary insurance in total
payments increased by 9.5 percentage points and reached 84%. The share of payments attributable to
compulsory insurance, respectively, amounted to 16%.




FAIR Review (Issue No. 183 e March 2020)

Volume of Insurance Premiums Volume of Insurance Payments
(Bl”lon UZS) 1371 (Bllhon Uzbek sums)
389
694
202
435
207 I 233 263 % 2 67 I 71
pE I ] -1 B | ]
2016 2017 2018 2016 2017 2018
M Compulsory Insurance W Voluntary Insurance M Compulsory Insurance M Voluntary Insurance
Source: www.mfuz

In 2018, the Incurred Claim Ratio (ICR) for the market stabilized at 28%. While, in 2017, this figure rose
from 18.8% to 29% YOY.

In the recent years, the life insurance industry has shown a rapid increase in premiums. As a result, for
the year ended, the share of companies in the life insurance industry in total premiums reached 25%. In
insurance payments, the share of life insurance exceeds more than half of total payments and is 57%.
The prevalence of the life insurance industry in total payments is related to the specifics of cumulative
types of life insurance, which provide for the return of the accumulated amount in the event of the
expiration of the insurance contract.

LIFE INSURANCE

Over the past two years, there has been an increase in the number of companies operating in the life
insurance industry. Companies in this industry manage to rapidly increase the volume of insurance
operations mainly in cumulative types of life insurance. The main incentive for this growth is the
favorable tax conditions created by the government of the country for individuals using long-term life
insurance services. It should be noted that in 2018 the tax rate on personal income was reduced to 12%,
while before it was progressive tax rate up to 23% which may affect the trends and dynamics of
insurance premiums in the life insurance industry in subsequent years.

As noted above, the number of players in the life insurance industry has increased to six companies. The
total premiums for companies operating in the life insurance industry increased by 3 times and
amounted to 417 billion UZS ($49 million USD).
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Insurance payments for the industry showed a higher growth rate, which amounted to 337%. The total

volume of payments amounted to 264 billion UZS ($31 million USD).

In 2018 the premiums and payments for the industry accounted for 4 insurance compan

other two companies began their operations almost in the second half of the reporting period. The
leader in terms of premiums in the industry was New Life Insurance LLC, which collected premiums in
the amount of 159.9 billion UZS ($18.8 million USD). The second and third positions are occupied by

Agros Hayot LLC and O’zbekinvest Hayot LLC with premiums of 129.6 billion UZS ($15 mi

101 billion UZS ($11.9 million USD), respectively. It can be seen that the main part of the industry
awards falls on the top three companies. Their shares in the industry respectively amounted to: LLC New

Life Insurance - 38%, LLC Agros Hayot 31% and OOO O’zbekinvest Hayot - 24%.

Billion Market Billion Market

uzs share uzs shares
1] New Life Insurance 159,9 38% 98,7 37%
| 2] Agros Hayot 129,6 31% 79,1 30%
18] O'zbekinvest Hayot 101,2 24% 68,1 26%
| 4] Alra Life 24,4 6% 17,6 7%
5] Euroasia Life 2,0 1% 0,4 0%
6] Kafolat Hayot 0,2 0% 0,0 0%
|| Total 417,3 100% 263,9 100%

Sauree: Www.muz

The volume of insurance payments of life insurance companies increased 3.4 times and amounted to
264.0 billion UZS in 2018. The ICR of insurance premiums in the industry was 63%. A significant part of
payments in the amount of 93% is accounted for the companies New Life Insurance LLC (37%), Agros

Hayot LLC (30%) and O'zbekinvest Hayot LLC (25.8%).

ies, since the

llion USD) and

62%
61%
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72%
20%
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GENERAL (NON-LIFE) INSURANCE

In 2018, general insurance industry has also a high rate of growth in premiums. Types of general
insurance include property insurance, liability, business and financial risks, as well as some risky types of
personal insurance. The main distinctive feature of types of general insurance is that they belong to risk
types of insurance and do not contain elements of accumulation and investment income.

As noted above, in 2018 new company entered the industry. The total premiums in the industry grew by
54% and amounted to 1.2 trillion UZS ($142 million USD). The growth rate is a significant achievement
for the general insurance industry.

Insurance premiums and payments for General Insurance
(Billion Uzbek sums) 1218
788

633

191 196

95 , .
2016 2017 2018
B Insurance premiumes M Insurance payments

The volume of insurance payments for the industry increased by only 2.7% and amounted to 196.8
billion UZS (23 million USD). Such a low growth rate of payments compared to the growth rate of
premiums in the general insurance industry indicates a good underwriting result for industry companies
in 2018.

In general, in terms of premiums, market leaders with a significant margin are Uzagrosugurta JSC
(14.6%), Uzbekinvest NEIC (13.9%) and Gross Insurance LLC (12.6%). The next two companies getting 4-
and 5-positions in the industry are Insurance Company Kafolat JSC (9.6%) and Alfa Invest LLC (6.8%).
Shares of other companies in the industry are below 6%.

The concentration of the leading three companies in the industry decreased by 5.7 percentage points
and amounted to 38%. The first five companies account for 57.5% of premiums, which is 2.4 percentage
points lower than the previous year. The concentration of the TOP 10 company industry also decreased
by 1.9 percentage points and amounted to 80.9%. It is noted that the decrease in the concentration
level is a positive result of the presence of conditions for free competition in the market.

Insurance payments for most companies in the industry have seen an increase in payments. At the same
time, for some companies, the amount of payments decreased compared to 2017. It should be noted
that the low growth rate of aggregate payments in the industry was due to a significant reduction in the
volume of payments to the company Uzagrosugurta, amid the growth in payments to the majority of
other companies. Payments on this company decreased by 29.6% and amounted to 65.6 billion UZS
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($7.6 million USD). As a result, the share of Uzagrosugurta JSC in total payments for the industry
decreased to 33%.

Billion Market Billion Market

uUZs shares uUzs shares
2 1sC "Uzagrosugurta” 178 15% 65,6 33% 37%
2] uzbekinvest 169,1 14% 31 16% 18%
- 000 "Gross 153,5 13% 15 8% 10%
Insurance"
. JSC "Insurance 116,7 10% 30,6 16% 26%
company Kafolat"
- CO 00O "Alfa 82,5 7% 9,1 5% 11%
Invest"
6] Alskom 69 6% 8,8 5% 13%
7 Euroasia Insurance 59,4 5% 2,8 0% 5%
- 000 "Asia 56,6 5% 7.8 494 14%
Inshurans"
I8 Kapital Sugurta 55,7 5% 6,3 3% 11%
[10" Temiryo'l-Sug'urta 45,3 4% 4,1 2% 9%
I others PR 19% 15,8 8% 7%
I Total 1217,9 100% 196,9 100% 16%

g

urce: www.mf.uz

The reduction in the growth rate of insurance payments in the industry over the period under review led
to a decrease in the rate of ICR. Thus, according to the results of 2018, the level of ICR was 16.2%, which
is 8.1 points lower than the previous year.

In terms of companies in 2018, the highest levels of ICR are observed in such companies as
Uzagrosugurta JSC (36.9%), Kafolat Insurance Company JSC (26%), DD-General Insurance (20%),
Uzbekinvest (18%).

The Future

> The insurance market and indeed Uzbekistan itself are in a state of flux since the
start of the presidency of Mr Shavkat Mirziyoyev in December 2016.

> The market is likely to undergo significant change if the raft of new initiatives that
are planned come to fruition.

> The disruption caused to the economy by the currency liberalization of late 2017 a
has now subsided to a certain extent. At the same time the economy is becoming
more open and business friendly.

> The signs are that the insurance market is poised for strong growth in the near to medium term.
Risks to this are the increasingly competitive market conditions or if reforms stall.
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INTRODUCTION

Key Performance Indicators (KPIs) are a powerful tool for supervisors to regularly evaluate the
development, soundness and appropriateness of the inclusive insurance (Il) sector. ICP 9 on
Supervisory Review and Reporting sets out that risk-based supervision should use both offsite
monitoring and onsite inspection, and supervisors should collect the necessary information
to conduct effective supervision and evaluate the insurance market. Collecting financial and
non-financial data, both quantitative and qualitative, enables supervisors to continuously mon-
itor the condition, conduct and risk profiles of insurers, thereby being a critical resource for
supporting risk-based supervision.

This benefit also applies to the development of II. KPls contain valuable information on whether
insurers are providing Il products that are high-quality, accessible and valuable, while being
financially sustainable. Many KPIs for Il are not different from conventional insurance. As such,
supervisors could likely leverage existing supervisory reporting processes in obtaining Il data.
However, supervisors may wish to tailor the scope of data reporting, its interpretation and ensu-
ing supervisory measures to reflect the context and objectives of Il. To this end, supervisory
discernment and experience are thus extremely important. KPIs assist and guide, but do not
replace supervisory judgement.

Data and KPI reporting is a resource-heavy exercise for both the supervisor and the insurer.
New data reporting requirements often require adaptation of data infrastructure and pro-
cesses, which are costly both in terms of the investment in technological platforms as well as
human resource. In line with a risk-based approach, supervisors may also wish to factor in the
costs and benefits of any additional data or KPI reporting for II. However, while data report-
ing may increase the regulatory burden to insurers, it could also bring about benefits. In a
challenging environment of rapidly evolving technology and consumer behaviour, KPls enable
insurers to be more responsive and dynamic. KPIs can assist with a more customer-centric
strategy in product and business development. Insurers can continuously monitor how Il prod-
ucts perform, and subsequently adjust their Il products in response.

This paper provides some insight into how some common KPls can inform the supervisory
development and review of Il. The paper first summarises how some insurance supervisors cur-
rently utilise Il KPls and highlights some potential lessons. The second section discusses how
KPIs can inform Il market development. In the third section, some essential KPIs are described,
highlighting the information they provide and how supervisors could interpret them from an
Il perspective. Finally, an overall approach for their collection, analysis and subsequent action
are discussed to conclude this paper. These insights are applicable to both defined microinsur-
ance products as well as other Il products, such as mass insurance or government-supported
insurance programmes.
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CURRENT SUPERVISORY EXPERIENCE
WITH II KPIS

Selected country examples

A number of jurisdictions where Il is present in the market currently require the regular
reporting of data and some KPIs to the supervisor. These countries include, among others:

the Philippines, India, Ghana, the CIMA region countries’, Peru, Nicaragua, Brazil, Mexico and
South Africa. The Il data collected by four sample countries are as follows:

Jurisdiction CIMA region Mexico Nicaragua Philippines?
Type of data  Compulsory Compulsory Compulsory Compulsory
reporting
Applicable Microinsurance as All products registered whether Microinsurance as de- Microinsurance as de-
for which defined by microin-  microinsurance or not fined by microinsurance  fined by microinsurance
products surance regulations® regulations* regulations®
Which data 1. Netincome ratio 1. Registry number 1. Number of written 1. Solvency ratio
and KPls 2. Operational 2. Covered risk and type of cover policies 2. Liquidity ratio
expense ratio 3. Number of policies, certificates 2. Number of insureds 3. Leverage ratio
3. Claims ratio or endorsements 3. Sum insured 4. Operational expense
4. Renewal ratio 4. Sum insured 4. Written premiums ratio
5. Turnaround time 5. Written premiums 5. Claims amount 5. Underwriting
6. Rejection ratio 6. Acquisition, administration 6. Number of claims expenses ratio
7. Growth ratio costs 6. Claims ratio
8. Solvency ratio 7. Margin 7. Proportion of claims
9. Liquidity ratio 8. Number and amount of claims paid in less than
10 days®
Frequency of Annually and Quarterly Quarterly Annually
reporting quarterly
Mode Submitted to CIMA  Electronically

and national super-
visory authorities

Table 1: KPI reporting requirements in four jurisdictions

1 Burkina Faso, Benin, Togo, Chad, Mali, Niger, Senegal, Guinea Bissau, Gabon, Ivory Coast, Congo-Brazzaville, Central African
Republic, Cameroon.

2 Circular letter on “Enhanced Performance Indicators and Standards for Microinsurance 2016". Available online:
https://www.insurance.gov.ph/wp-content/uploads/2017/02/CL2016_63.pdf

3 Defined based on having low premiums, low sums insured and simplicity of product.

4 Microinsurance is characterised by low premiums or sum insured, as well as simple processes and covers offered to low-income
individuals.

5 Microinsurance is defined based on a daily premium cap and sum insured linked to national minimum wage.

6 With its 2016 regulations, the Philippines removed four ratios it had required in its initial 2010 microinsurance regulations: the
Renewal Ratio, the Rejection Ratio and the Growth Rates (in number of insureds and written premium amounts).
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The scope of reporting varies greatly by jurisdiction but often does not separate inclu-
sive or microinsurance from other business. Brazil's Superintendéncia de Seguros Privados
(SUSEP), is an example where microinsurance data is reported on a segregated basis. SUSEP
requires monthly reporting on insurance products, broken down by microinsurance and non-
microinsurance, as well as by life and non-life’. The data includes balance sheet data, financial
investments, premiums, claims and commissions. The data enables SUSEP to track growth
trends in microinsurance products over the years, segregated by life and non-life. For many
countries, however, insurance data is primarily collected according to the line of business such
as fire, motor, personal accident or others, with no specific analysis of microinsurance data.

Where ll-specific data are required, Il is usually specifically defined in legislation or regu-
lations. The reporting requirements, which includes a breakdown of information, is formalised
either through insurance law or through secondary legislation such as circulars, guidelines and
regulations. The supervisors may require Il KPI reporting alongside regular supervisory report-
ing requirements, or on an ad hoc basis as per request. In many jurisdictions, while data may be
compiled electronically, the data submission to the supervisor does not seem to be automated
through electronic platforms.

Challenges and insights

Supervisors commonly face challenges in receiving complete data from insurers. Some
instances in the Philippines and the CIMA region show that the data is only partially collected
in spite of the requirements. For insurers, data compilation is time-consuming and resource-
intensive. They may not have efficient systems and staff to extract and process the requested
data, leading to lapses in data submission. Supervisory authorities themselves may not have
sufficient resources to effectively enforce these requirements.

In order to enable consistent segregated reporting for Il, supervisors need to set out a
clear regulatory definition in the reporting requirements. Where there is no clear delinea-
tion of Il, it is challenging for the insurer to segregate and extract the data in their systems
accordingly, even when they can or want to report to supervisors. Insurers may end up apply
varying definitions of Il, making it difficult for the supervisor to compare and analyse. There are
also additional challenges if supervisors require reporting on Il in addition to the products that
are formally categorised as microinsurance. These are insurance products that are accessed by
inclusive segments but are not formally approved or registered as microinsurance. Common
examples include mass insurance?® in some jurisdictions or insurance that is tied to government
schemes.

Having a clear definition of Il for reporting purposes also ensures that the information
accurately captures reflects the Il context. What insurers consider to be Il may not be in
line with the supervisor’s concept of Il. For example, some insurers may assume that any low-

7 The regulatory classifications for data reporting are set out in SUSEP’s circular No. 535/2016 (Available online: link
http://www2.susep.gov.br/bibliotecaweb/docOriginal.aspx?tipo=2&codigo=37965). Microinsurance data is listed under items
1601, 1602 and 1603.

8 Mass insurance are low-ticket products which reach a wide client-base through mass channels (usually non-traditional ones)
irrespective of the socioeconomic background of the client.
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premium products are Il, whereas the supervisor may have a more nuanced definition cover-
ing how the product is designed, distributed and serviced. How Il is defined for purposes of
reporting would ultimately depend on the supervisors’ own policy goals. For example, if the
objective is to measure vulnerable groups’ access to any form of insurance, a broader definition
may be more meaningful. On the other hand, if the objective is to develop the private market
for Il or a specific coverage type, then a narrower definition may be more effective.

Other organisations, such as industry associations or donors, may also collect data on II.
In Colombia, the insurers’ association, Fasecolda, set up its own process to collect quarterly
microinsurance data from its members. The Fasecolda team then reviews the data submitted,
after which the reports are displayed online. Globally, various donors have supported the col-
lection of microinsurance data on a worldwide basis through the Landscape of Microinsurance’
reports and map.

Data collection by entities other than supervisors has additional challenges:

¢ Entities may not be willing to publish data for competitive reasons, especially if the data
is not aggregated or anonymised;

e Given such reporting is voluntary, it often takes a long time to obtain the data and
request for clarifications from submitting institutions; and

° The reliability and consistency of data may not be up to the supervisor's expectations
if the data is not based on their own criteria and processes.

Nevertheless, data collected through such initiatives can provide unique insights; for example,
referring to cross-country data collected by global donors allows the supervisor to compare
its Il development to other countries. Relying on industry associations to collect data can also
help the supervisor save on resources; however it is important that the supervisor takes steps
to verify the data.

The Il market is dynamic and thus product offerings, definitions and consumer behaviour
are constantly undergoing change. As such, supervisors may wish to consider such differ-
ences when comparing KPlIs over time and against other countries. For example, when a new |l
definition is introduced, it may capture products that have existed in the market for a long time.
Supervisors may also wish to also keep an eye out for changes and innovation in the market,
such as the emergence of new products that should be reported as Il, and modify reporting
requirements accordingly. Research conducted by supervisors might also bring to light other
excluded, vulnerable segments to newly consider as part of the Il market.

9 The Landscape publications are available online: http://www.microinsurancecentre.org/landscape-studies/publications.html
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KPIS FROM AN INCLUSIVE INSURANCE
PERSPECTIVE

KPIs for Il are similar in a technical sense to those for conventional insurance. However, the role
of the regulator and interpretation of Il indicators have several important additional compo-
nents. The regulator may have a mandate or an interest to:

e Advance financial inclusion through Il market development and expansion of access to
insurance.

* Ensure fair treatment of a vulnerable segment that is unfamiliar with insurance services.

e Ensure the financial sustainability of Il to ensure that vulnerable groups have continuous
access to insurance services.

This section will set out a list of selected essential indicators and describe their meaning in the
context of Il. The majority of the KPIs discussed below are part of the essential KPIs listed in
Performance Indicators for Microinsurance: A Handbook for Microinsurance Practitioners pub-

lished by Appui au Développement Autonome (ADA), the Belgian Raiffeisen Foundation (BRS)
and the Microinsurance Network.

Outreach and market growth

Market size
The most common indicators used to measure market size are the number of policies,
number of covered lives or risks and written premiums by Il product type and line of
business. These figures give a quick overview as to whether the market is growing in volume.
However, they can be further analysed to gain a more nuanced understanding:
¢ s the market growing sustainably?

* Is the financial inclusion frontier being expanded?

* Is the market reaching the low-income segment through appropriate products?
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1 Growth Ratio =

(Number of insured in period N — Number of insured in period N-1) / Number of
insured in period N-1

(Written premium in period N — Written premium in period N-1) / Written premium
in period N-1

The Growth Ratio enables the regulator to track if the market is on the intended growth
path. The Growth Ratio can be broken down and compared: such as the Il market against the
overall insurance market, between different types of product lines and distribution channels,
between entities, or against other jurisdictions. Overly low or high growth rates can then be
investigated further. For instance, low rates may mean that products are not meeting needs.
Sustained high growth rates could warrant concerns that there will be a strain on the resources
of the insurers, potentially jeopardising quality of service or financial sustainability. Reviewing
growth rates in concert with other indicators can help identify underlying reasons and implica-
tions. Claims servicing KPIs (see Section 3.2), for instance, can help validate supervisory con-
cerns on the appropriateness of products or service quality. For instance, if turnaround time
for claims payment, the rejection ratio or complaints remain on-track, it may indicate that the
quality of service is maintained despite high growth rates.

2 Coverage Ratio =

Insured population / Target population

The Coverage Ratio provides more precise information on whether access to insurance is
improving and specific financial inclusion targets are being met. Calculating this requires
complementary data such as the size of the local population, the low-income segment or other
specific target groups (microenterprises, women, rural areas, specific occupational groups and
so on). This task is easier for countries where such data is readily available and compiled in a
manner that allows cross-referencing, such as via the use of a national identification or social
security number. Such data is usually collected by other agencies, such as the national registra-
tion department or welfare agencies. This ratio provides more of a nuanced view on whether or
how the financial inclusion frontier is expanding, and who is in fact accessing Il. As such it also
allows more targeted policy and regulatory measures.
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Profiles of insured persons

3 Socioeconomic data of the target group =

Income level, occupation, age, gender, household size and characteristics, educa-
tion and others

Data on customer profile and needs should be at the centre of Il product design and devel-
opment to ensure that Il products are designed to match the needs of the segment. It is
important to understand their socioeconomic profiles so insurers can tailor benefits, set afford-
able premium levels or design a suitable sales and claims process based on evidence. Data on
the profile of the insured or target segment is rarely included in the regular reporting require-
ments. However, if this is too onerous, supervisors can explore other ways to ensure insurers
incorporate this into their product development process. One way is to require insurers to pro-
vide evidence that this data has been considered during the product approval process. Other
options are to include it in the supervisory review process, such as via onsite inspection, or ad
hoc requests for additional information from insurers on persons insured under the Il business.

Collecting data on the Il consumer profile also provides greater insight into where out-
reach gaps remain. Key questions for supervisors are: Who exactly is reached by inclusive
insurance products? What target groups remain unserved? Is the market growing across dif-
ferent target groups? Using socioeconomic parameters in the data on the insured would some
light on these questions. KPIs can be scoped to products that are accessed by all persons in an
income band, rather than only considering products that meet the strict definition for micro-
insurance products. Written premiums and number of policies can be narrowed down to the
number of new policies issued to previously uninsured customers, specific income segments or
specific occupational groups. Having this context provides much richer insight on needs. Pro-
viding urbanised dwellers with personal accident products is easier than offering standalone
life insurance to rural populations; factory workers with frequent but low income have different
needs from self-employed women.
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Renewal or Persistency Ratio

4 Renewal Ratio =

Number of renewed policies in period N / Number of policies eligible for renewal
at the end of period N-1

5 Persistency Ratio =

Number of policies insured at the end of period N / (Number of policies insured at
the end of period N-1 — number of policies that claimed over period N, if the policy
terminates upon claim)

The Renewal Ratio, or Persistency Ratio for longer-term products, is not only an indicator
of competitiveness. For Il products, it is also an indicator of customer satisfaction, value for
money and accessibility. It is a useful tool for supervisors and can be used to assess whether
too much focus is given to growth, outreach and top line and not enough to product quality
and suitability.

Renewals and persistency are often much lower for Il products than for conventional insur-
ance products but should ideally increase over time. If a renewal ratio is, and remains low, it
may indicate that:

* The product may not be meeting the needs of the insured. Premiums may be unafford-
able, and benefits may not be sufficient or valuable to customers.

* The insured is not aware that they are insured, which may be the case in products that
are bundled with other services, such as mobile airtime.

* The insured is not aware that they have to renew the policy to continue being cov-
ered. Lack of financial education and information communicated usually explains this
scenario.

* The process to renew policies and pay premiums may not be suitable for the insured.
This may occur when insurers have not considered accessibility, income patterns and
payment mode when designing processes (e.g. time of renewal versus crop cycle, loca-
tion and mode of payment of subsequent premium).

¢ Service may be poor, leading to dissatisfaction and lapse. Insurers and intermediaries
may focus too much on enrolling new customers, driven by growth incentives, instead
of servicing or ensuring renewals.
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Claims-related KPls

Rejection and Complaints Ratios

6 Rejection Ratio =

Number of claims rejected / Number of claims in the sample

7 Complaints Ratio =

Number of complaints / Number of in-force policies or claims

Rejections and complaints should be minimal if the insureds understand their benefits and
the processes, and service quality is high. If the ratios are higher than expected, supervisors
may wish to look into the reason for these rejections and complaints. High rejection and com-
plaints ratios indicate that consumer trust in |l could be eroding. High rejection ratios and com-
plaints also mean that insurers’ staff have to spend time on invalid claims file review, increasing
operational costs and therefore lowering the value for money of Il products. Potential reasons
for high ratios are usually related to the misalignment with the expectations and needs of the
insured. For example:

* People misunderstood their covers because benefits and conditions are too complex,
or the insurer’s or intermediary’s staff did not adequately disclose or explain products.

* The claims process was too complex and people failed to provide required documen-
tation.

Claims Turnaround Time (TAT)

The time required to pay a claim is an indicator of the service quality provided by insurers
but also the efficiency of the processes set up for notification, assessment and payment of
claims. To have a more accurate assessment of the quality of services, supervisors could look
beyond a single average figure on time to pay claims. Two elements are important to consider
in meaningfully assessing claims TAT:

* How the timeframe for claims payment is defined.

* How this length of time is then aggregated and reported for a whole portfolio.
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A comprehensive measure should take into account time between the risk event occur-
ring (death, access to the hospital, calamity), claims reporting and the actual receipt of
the payout. As per the diagram below, several dates should be recorded and the TAT should
correspond to the time indicated as segment AD (Figure 1). Insurers usually only report the
time elapsed between receipt of complete claims documentation, approval and release of
the payout funds. Including the time between the event and actual payout to the beneficiary
indicates to the supervisor:

e Ifitis easy for insureds to understand what is covered and what is required of them to
make a claim

e If the claims process is adapted to excluded groups who face challenges accessing
official documents

e If the insurer’s and intermediaries internal claims processing is efficient

* If the payment process is adequate, for example, if the insureds are underbanked and
cannot easily and affordably cash a cheque or receive a wire transfer.

Definition spans the entire period, e.g. AD

AB BC CD
ke ke ke
>x x x X
A B (ot D
* * * *
Event happens Claim Payment Benefit
reported released/ received
denied

Figure 1: Claims chronology and suggested TAT definition | Source: Diagram from BRS/ADA KPI training and

manual
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Moreover, the claims TAT can also be dissected in various ways to provide meaningful
information. An aggregated TAT indicates the overall performance of the product, line of
business or service provider. However, analysing beyond average TATs could provide a richer
picture: a range of TAT, and the number of TATs that exceed the regulated maximum time (if
this is defined in regulations) and a distribution count by level of performance. An average TAT
does not reflect whether most insureds receive quality service. Simple claims may be paid in
three days, most claims may be treated in 10 or 15 days while other insureds wait much longer
for their payout. As suggested in the Microinsurance Network/ADA/BRS manual, a count of
claims paid by range of time required is a better depiction of the experience insureds have. The
reported KPI could actually be four or five levels as illustrated in Table 2 below.

Number of Days between

occurrence and benefit reception Number of Claims % of Total Claims
0 to 7 days .. %

8 to 30 days .. %

31 to 90 days ... %

More than 90 days %

Total 100%

Table 2: Measurement of TAT broken down into a range of time | Source: Diagram from BRS/ADA KPI training

and manual

Regulators who have a TAT target or intend to set one could use this information to ascer-
tain a TAT that provides the best experience and client value. They would also be able to
track efforts and progress insurers make in delivering quality services to vulnerable groups.
Targets or maximum times should correspond to a reasonable time that fits with beneficiary’s
needs. Most low-income consumers would need their payout to face an urgent financial obliga-
tion for which they usually have little or no savings to fall back on. The impact of varying TATs
however may differ by country, target segment and by type of product and line of business. A
MILK study' comparing two life products in the Philippines with differing claims TAT showed
that the time taken to pay claims affects how the money is allocated between wake expenses,
the funeral expenses, and post-funeral needs. It also affects the beneficiary’s recourse to other
sources of financing such as informal lending.

13 See "Doing the Math - Funeral Microinsurance and Speedy Claims in the Philippines”. Available online:
http://www.microinsurancecentre.org/component/edocman/policyholder-value-of-microinsurance/milk-brief-27-doing-the-math-
funeral-insurance-and-speedy-claims-in-the-philippines.html?ltemid=
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Incurred Claims Ratio

8 Incurred Claims Ratio =

Incurred claims / Earned premiums

9 Combined Ratio =

(Incurred claims + Incurred expenses) / Earned premiums

80 %
. Expenses
= 60 %
2
o
©
= 40 %
©
20 %
v 0%

Figure 2: The lower the expenses and the higher the claims, the better the client value

Beyond financial performance, the Incurred Claims Ratio is also an indicator of value for
money. While Il products should remain sustainable with the combined claims and operational
expense ratios below 100%, the claims ratio should be as high as possible in order to offer
the greatest value for low-income customers. It is important for processes to be efficient, fees
paid to intermediaries to be reasonable for the services provided and profit margins to be
reasonable relative to insurance risk element so that products provide value for low-income
customers.

Some programmes experience very low Incurred Claims Ratios due to the insured person
or beneficiary not being aware of the cover, complex claims processes or high premium
levels relative to benefits. For example, in one of the countries studied, the 2016 and 2017
Incurred Claims Ratio for microinsurance was significantly lower than that of the overall indus-
try ratio except in group and individual life insurance. This could be a good prompt for super-
visors to look further into the quality of Il products. A low Incurred Claims Ratio may be due to
low frequency of claims. Similar to rejection and complaints ratios, this could reflect process
inadequacies and may require supervisors' attention:
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* People misunderstood their covers because benefits and conditions are too complex,
or the insurer’s or intermediary’s staff did not adequately disclose or explain products.

* The claims process was too complex and people failed to provide required documen-
tation.

® The risk exposure may have been overestimated, and assumptions made in setting pre-
miums are erroneous. Premiums are too high relative to the cover obtained.

Il products need to achieve a balance between profitability and paying out claims. Profit-
ability would ensure that the products are financially sustainable, the insurer remains solvent,
and therefore Il products can be continuously offered. At the same time, having most of the
premium channelled towards paying claims ensures there is value for the Il consumer. How-
ever, it is important that supervisors consider their market peculiarities, the circumstances sur-
rounding cost structures and claims, and set a reference point or range that is reasonable for
their jurisdiction. Claims ratios should be analysed together with the premium breakdown as
a whole. For example, premium-setting assumptions may be overly conservative due to the
lack of pricing data. The Operational Expense Ratio offers further insight in this regard (see
Section 3.3.1). Other KPIs such as the rejection ratio could further explain the reasons behind
the claims ratio.

Other KPIs

Operational Expense Ratio

10 Operational Expense Ratio =
Incurred expenses / Earned premiums
The Operational Expense Ratio indicates the cost structure of the product. Along with
the claims ratio, it illustrates where premium funds are channelled and therefore gives super-
visors further insight on value to consumers. The lower the ratio relative to claims, the better
the client value. The numerator theoretically includes all operational expenses borne by the
insurer:
* Acquisition costs (commissions and partnership fee, marketing, etc.)

* Expenses related to claims administration, assessment and payment

* Expenses related to renewals
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° Administrative expenses (documentation printing, overheads, ongoing servicing and
enquiries)

e Compliance cost

The Operational Expense Ratio for Il is commonly higher than that for conventional prod-
ucts. Low absolute premium levels of Il products mean that expenses commonly represent a
large proportion of the premiums. More importantly, Il often involves using non-traditional dis-
tribution models. Il consumers can be more challenging to reach, as they live in remote areas or
have a less advanced understanding of insurance. In leveraging on non-traditional intermedi-
aries such as community-based organisations, insurers may need to test out new remuneration
structures or incur higher operational costs on training, or carrying out awareness or education
strategies. This could make operational expenses higher than where insurers leverage tradi-
tional insurance agents or standard group insurance policies.

Operational Expense Ratio may also vary greatly by line of business. For example, credit
life and personal accident products are often bundled with loans, motor insurance or other
non-financial services. Acquisition costs for such products may be lower, provided the inter-
mediary does not charge high upfront partnership fees. Basic term life products are easier
to understand and have less complex claims documentation and assessment. As such, there
is room to simplify administrative processes, and therefore lower administrative expenses. In
contrast, health products covering specific types of diseases may require more onerous paper-
work and claims assessments, and thus the operational expense may justifiably be higher. All
other cost elements being equal, for products where the incidence of claims is low, the Oper-
ational Expense Ratio is also lower.

Supervisors, therefore, need to consider if such operational expenses are justified in order
to deliver insurance services to low-income segments. Does it still maintain satisfactory
client value? Is it acceptable for the initial years of the Il product launch, and should it lower as
the market matures? If the commissions and costs of internal processes are lower, premiums
can also be lower and more affordable. It is important that the supervisor engages with the
insurer to understand the reasons for the expenses. For example, if the Il provider may have
judged that there is a minimum fee needed to incentivise the intermediary to sell the product.
Commissions to partners may be high because the partner company commands a high number
of potential clients and a large proportion of its market, and therefore have strong bargaining
power'. This is often the case in telco industries. Supervisors can form a view by compar-
ing across various Il programmes, using programmes that have more efficient processes as a
benchmark.

14 For an example of how understanding commissions, expenses and profits can be used to inform supervisory analysis, see the
case study on Ghana in the A2ii consultation call report “Measuring insurance development: Beyond the insurance penetration
rate”. Available online: https://a2ii.org/sites/default/files/reports/21. consultation call engl web 0.pdf
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Net Income Ratio

11 Net Income Ratio =

Net income / Earned premiums

While profitability is important to ensure solvency and that insurers are interested in |l,
supervisors may wish to ensure that Il providers are not profiteering of financially vulner-
able groups. The net income ratio, which represents the margin for insurers, could be used as
an indicator for comparison between products, lines of business or target segments. In consid-
ering this ratio for the Il market, the following specificities are relevant:

° The target segment is new to insurance, and therefore usually have little or no compar-
ison point to assess if the benefits and premiums are worth paying for.

° The hard-earned income of financially vulnerable groups should provide as much return
to them as possible.

° In nascent or developing |l markets, there is usually a lack of competition or product
options, leaving insureds limited to no product choice. Il providers have high bargain-
ing power and supervisors should ensure they do not abuse it by pricing at higher-than-
reasonable margins.

Solvency

12 Solvency margin =

Surplus of assets over liabilities, with a view towards ensuring that the insurer is able
to meet its obligations to policyholders when they fall due

Similar to any other insurer, specialised Il providers should remain solvent'. This would
include any mutuals, microfinance institutions, social enterprises, community-based organisa-
tions or other entities that are licensed as dedicated |l providers. Solvency is the insurer’s abil-
ity to meet its obligations to policyholders when they fall due. In order to ensure insurers are
solvent, supervisors typically require the insurer to hold a minimum amount of surplus of assets
over liabilities (required solvency margin, or also known as capital adequacy requirements).
Typically, insurers are required to show at specified time intervals that its available solvency
margin exceeds the required minimum margin (solvency test). It is important that supervisors

15 For more guidance and discussion on solvency requirements refer to the ICP 17 Capital Adequacy (IAIS, 2017) and the paper
by the Financial Stability Institute “FSI Insights on policy implementation No 14: Proportionality in the application of insurance
solvency requirements”.
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ensure that |l providers meet regulatory solvency requirements and subject to solvency tests,
similar to other insurers.

Within a proportionate solvency regulatory framework, the calculations of the solvency
requirements components may be simplified for a specialised Il provider. The IAIS does
not currently prescribe specific solvency requirements and allows for variations that are appro-
priate to the nature, scale and complexity of the insurer and in limited circumstances. For
dedicated Il providers, the approach to calculating insurance liabilities and prescribed capital
requirements for ongoing solvency can be simplified, such as using a formula-based approach.
A more sophisticated solvency regime for dedicated Il providers would reflect the differences
in the risk of different types of Il products in the jurisdiction. The assets that are recognised
as eligible for the purposes of meeting the required solvency margin may then be tailored
accordingly: for example, if most of the products are short-term, admitted assets could focus
on low-risk assets such as cash or cash-like investments.

Analysis of KPIs

Supervisors may wish to consider basing their assessments on a number of KPIs in totality
rather than on a single indicator or number. This would enable a more holistic assessment.
Supervisors could also identify an acceptable range that supervisors deem to be a positive
outcome for client value. The following table provides a sample of how supervisors could set
acceptable ranges for the different KPls:

Claims Ratio

Operational Expense Ratio

Net Income Ratio

Renewal Ratio

Claims Rejection Ratio

Table 3: Sample of target ranges for Il KPIs
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In identifying acceptable ranges, taking into account the local market context and condi-
tions is important. Factors such as wider insurance market dynamics, the type of risk, the tar-
get segment profile and the stage of Il development all affect how KPIs should be interpreted
and targeted. A good starting point would be to compare the Il indicators against indica-
tors for the overall insurance market. This could help supervisors isolate ll-specific issues from
broader factors impacting the insurance industry as a whole, which would guide the supervisor
in setting expectations and targeting its solutions more appropriately. For example, if digital
infrastructure in the country is challenging, it would limit how cost-efficient any insurer’s admin-
istrative processes can be, whether Il or otherwise.

Supervisors may wish to be cautious in using KPIs as targets, as the nature of the target
could influence the behaviour of the industry. In particular, a mandatory target may have
unintended consequences. Setting a mandatory minimum claims ratio or a maximum opera-
tional expense could simply lead to insurers increasing premiums for the sake of compliance, or
if unable to do so, ceasing to offer the product. Insurers may also simply not enter the Il market
due to compliance risks and cost. For some regulators, intervening in the price of insurance
products, directly or indirectly, is outside their mandate or supervisory approach.

Supervisors should consider how to analyse the data based on parameters and break-
downs that would yield the most useful insights. For example, if the supervisor is aware that
certain types of intermediaries are charging high commissions, supervisors could analyse KPIs
by distribution model, type of intermediaries, or even by individual intermediary companies.
Comparisons across time, insurers, distribution channels and jurisdictions can provide addi-
tional insight on what may be adequate levels for each of the KPlIs.

KPI monitoring is a technique that informs risk-based supervision. KPIs should never be
viewed or acted on in isolation. Supervisory judgement, experience and knowledge of the com-
panies they supervise are critical in guiding supervisors’ assessments. If KPIs reveal a potential
problem, further investigation may be warranted to understand the situation better. For exam-
ple, supervisors could look into the corporate or organisational culture, or governance issues.
By obtaining additional information, both quantitative and qualitative information, initial find-
ings from the KPIs can be validated. Further steps supervisors could undertake include:

* Engage with the insurer to gain a deeper understanding from their perspective on their
business decisions, such as assumptions in setting the premium.

e Conduct other types of inquiries.

- Product approval review: Reviewing product development information provided by
the insurer at this approval stage.

- Mystery shopping: Supervisors can purchase products to better understand the
customer journey, the quality of advice and the administrative processes firsthand.

- Onsite inspection: Understanding processes and verifying some claims or enrol-
ment documents helps the supervisor understand if good standards are followed.
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- Feedback from intermediaries and insureds: Hearing from end-clients and interme-
diaries can confirm what supervisors infer from the KPlIs, while providing depth to the
quantitative analysis. Analysing the nature of complaints and queries can provide
useful information in this regard.

¢ Studying the profile and needs of consumers via demand research can also help assess
whether products are appropriate for their needs.
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