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NEWS AT J.B.BODA

At the GAIF Conference 2022, our Managing Director, Mr. Rohit Boda had the

opportunity to initiate a conversation about the J.B.Boda Group as well as the future of

insurance companies with the Al Bayan Economic Magazine. The magazine was first

circulated in 1970 and today is one of the top Arabic business magazines published

monthly in Beirut, Lebanon.

The J.B.Boda Group is planning a market expansion in the Arab World, primarily

amidst the Maghreb markets and targeting niche segments like Micro-insurance,

Agriculture, Life and Health.

As it is one of the leading conferences in the region, it served as an important platform

for the organisation to talk about the future of insurance and insurtech.

Mr. Rohit Boda highlighted that instead of replacing the traditional way of doing

insurance business, Insurtech shall encourage etching the new face of the industry

through tech innovations.

for his interview, kindly follow the next page…
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PRIME STORY
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Analytics: Fire and liability losses drive APAC claims burden

Property and liability claims were becoming more severe across the region even before the

latest round of inflation which is set to add to costs.

Rising property values, urban population growth and more frequent extreme weather have all

contributed to higher claims during the past few years. While most of these trends have

happened at a slow enough pace for insurers and insureds to adjust to, inflation poses a more

challenging adjustment.

Across the region, economic growth has affected the leading causes of insured losses. This is

evident in the latest Global Claims Review from Allianz Global Corporate & Specialty

(AGCS), which compares the five-year period of 2017-22 with 2013-18.

In the three Asia Pacific markets covered (Australia, China and Singapore), higher property

prices and asset values have helped to make fire/explosion the biggest cause of insurance

losses by value, despite improvements in risk management and fire prevention.

Previously, this was only true in China— and that was almost entirely due to losses caused by

the Tianjin explosion in 2015, which severely disrupted the port and container storage stations,

affecting multiple businesses including well-insured international companies.

In Australia, property fires are even more damaging than bushfires— more damaging, in fact,

than all natural catastrophes combined. Five years ago, fire didn’t make the top five leading

causes of claims.

Fires made worse by external cladding on high-rise buildings are responsible for some of this

increase, and this has also fuelled a rise in professional indemnity claims, which is the joint

leading cause of losses in Australia.

Figures from the Australian regulator show that professional indemnity claims increased by

more than 25% from 2020 to 2021, while premiums in the construction sector have increased

by up to 100%, insurers have withdrawn capacity a cladding exclusions are now common.

In China, large blazes at chemical and pesticide plants have helped to make fire the leading

cause of losses, comprising 19% of all claims.
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Unsurprisingly, China’s position as a manufacturing and exporting powerhouse is a significant driver of

claims, with defective products, shipping incidents and damaged goods all in the top five causes of

losses for the past five years. Combined, they account for 36% of all claims.

At the same time, China’s Covid-19 lockdowns have contributed to supply chain disruptions around the

world, causing a surge in demand for certain materials and components that has contributed to rising

property claims and inflation – both at home and abroad.

The end of Shanghai’s recent lockdown is helping to restore normality, but the unclogging is itself a

cause of problems as pent-up exports cause further congestion at the other end.

In Singapore, fires are responsible for 24% of claims by value, while damaged goods are responsible for

the highest frequency of claims.

Claims stemming from professional indemnity cover are the second leading cause of losses. The high

proportion of high-rise buildings has meant that the city is particularly exposed to the use of cladding

materials that have been deemed unsafe.

Globally, AGCS looked at more than 530,000 insurance industry claims with a value of about €88.7

billion (US$90.6 billion). This compares to losses of €58.1 billion for the previous period — or an

increase of 53%.

Nat cats

Claims related to natural catastrophes are in the top five causes of claims in both Australia and China.

Storms are the leading cause of nat cat claims in Australia, contributing 75% of losses, while floods are

the top cause in China, causing 23% of losses.

So far in 2022, the costliest nat cat insured loss globally was in Australia, with an estimated US$3.5

billion loss from flooding in the east of the country in February and March, which was caused by record

rainfall.

Inflationary pressure are likely to add to the growing losses from nat cats in the region, as the cost of

rebuilding and repairs rises. But a bigger long-term problem is the construction of new property in areas

that are known to be exposed to nat cats.

Such risks are magnified by increases to the frequency of extreme events due to climate change and the

rise in asset values due to economic growth.

As global temperatures continue to rise and assets accumulate in exposed areas, it is likely that nat cats

will emerge as an even bigger share of claims in the next five years. But, unlike inflation, this is a trend

that will persist for decades.

Source: Insurance Asia News
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Irdai says no decision on mandatory disclosure of insurance commissions

The Insurance Regulatory and Development Authority of India (Irdai) said on Friday it has not

decided on a proposal for mandatory disclosure of commissions on policy documents.

“It has come to the notice of the authority that concerns are being expressed in some quarters

regarding mandatory disclosure of commissions on the policy documents. The concerns emanate

from certain recommendations made by working groups constituted by the insurance councils,” said

the insurance regulator,

“It is hereby clarified that the Authority has not taken any decision on this matter,” Irdai said it

intends to hold discussions on the matter before a decision.

Committees on distribution and penetration had purportedly suggested that insurance companies

should disclose the commissions they pay on each policy. Consequently, various distribution

channels such as agents, online aggregators, corporate agents, and others would also have to disclose

the commissions they are paid.

This stems from the fact that some insurance companies pay high commissions for the sale of

insurance policies which invariably leads to miss-selling. The idea is to improve transparency in the

system and build trust among consumers and also to reign in insurers that tend to pay higher

commissions.

Source: Business Standard

Non-life insurers not keen on paying obligatory cession to GIC Re

There is growing clamour among non-life insurers that the business they cede to General Insurance

Corporation (GIC Re) should be done away with completely as the commission paid by the state-

owned reinsurer does not reflect the industry cost structure.

While no formal proposal has been drafted by the industry players through the general insurance

council but discussions with the Insurance Regulatory and Development Authority (Irdai) has led to

the formation of a task force to look into this aspect.

Under the chairmanship of Bhargav Dasgupta, MD and CEO, ICICI Lombard General Insurance, the

task force will look into the issues to find solutions between non-life insurers and reinsurers. The

committee is expected to give its report in three weeks' time.

NATIONAL
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Obligatory cession refers to the part of business that Indian general insurance companies must

mandatorily cede to national reinsurer, GIC Re. Ceding refers to the portion of risk that a primary

insurer passes onto another insurer.

“There was a discussion on this, and a committee has been formed subsequently by the regulator to

look into this aspect. This has been in discussion for a long time now. The obligatory cession was as

high as 20 per cent and now it is at 4 per cent. So, stakeholders are saying it should be brought down

to zero,” said a CEO of a private sector general insurance company.

“There are a lot of players who want to retain the business as GIC Re gives small commissions.

Health companies are very vocal about it because the cost of business is high and they get marginal

commission from GIC Re,” he added.

The obligatory cession was reduced from 5 per cent to 4 per cent for FY23. The impact of the

reduction on GIC Re would be around Rs 2,000 crore.

“There is no reason why it cannot go down further. There is no reason why insurance companies

cannot themselves decide how much they want to cede. Ceding 4 or 5 per cent does anything in

terms of risk mitigation for the insurance industry,” said a senior executive at a private sector

general insurer.

The insurance regulator has been reducing the obligatory cession over time. Earlier it was 20 per

cent, which came down to 15 per cent, followed by 5 per cent and now to 4 per cent. Slowly, Irdai is

making sure that the compulsory cession goes down and more re-insurers get into the market to

develop India as a re-insurance hub.

Rather than forcing people to do (business) based on obligation, it should be left to individual

companies’ appetite, said experts.

In an interview with Business Standard, GIC Re Charmian Devesh Srivastava had said that the

reinsurer’s dominance would not be impacted even if the obligatory cession is brought down to zero.

"Of course, in the distant future, it will become zero. But that will not result in GIC Re’s dominance

going away. We have diversified and went global. Obligatory cession is a source of huge amounts of

data, which we should be trapping and that is on the cards. As the market matures, obligatory

cession will come down to zero per cent,” he said.

Source: Business Standard



European storms, the most costly catastrophes in the first half of 2022

According to the latest report by the Cresta organization, the Dudley, Eunice and Franklin

storms that hit several European countries in February 2022 are, so far, considered to be the

most costly catastrophes for insurers as the sum of insured losses has reached 4.1 billion USD.

These climatic events were followed by the floods in Australia in February and the earthquake

in Japan in March 2022, which respectively cost the insurance industry 3.7 billion USD and

2.3 billion USD.

According to Cresta's estimates, three other weather events, which occurred during the second

quarter of 2022, could each generate losses exceeding one billion USD. These events include

the deadly floods in South Africa, the storm in Canada and the bad weather in France.

Source: Atlas Magazine

German non-life insurers remain resilient to natural catastrophes

According to Fitch Ratings, German non-life insurers continue to show resilience to natural

catastrophes. In 2021, the combined ratio for the entire sector stood at 96%, which was

consistent with the rating agency's expectations.

For the financial year 2022, Fitch Ratings expects a combined ratio of 93%, a percentage that

remains unchanged since the beginning of the year despite the storms that hit Germany in

February 2022. The loss cost is estimated at 750 million EUR (781.92 million USD), which

would impact the combined ratio of the P&C insurance companies by about one point.

The financial strength ratings of most German non-life insurers remain in the "A" category,

reflecting the companies' good capitalization, their resilient profits and their solid commercial

profiles.

The 2022 outlook for the German insurance market is neutral.

Source: Atlas Magazine

GLOBAL
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DISCLAIMER

This document is intended for general information purposes only. We do not accept any responsibility or liability for any errors or omissions therein / therefrom.

We have not verified the contents of this document and we do not vouch for their authenticity. We hereby disclaim any responsibility or liability in these regards.

Any statements, facts, figures, opinions, beliefs or views contained in this document do not necessarily reflect our sense, opinion or view and we cannot be held responsible or liable for them.

Nothing herein contained shall constitute or be deemed to constitute a recommendation or an invitation or a solicitation or a suggestion for any party, person,  product or service.

Reproduction or distribution of this document without our permission is strictly prohibited.

All disputes subject to Mumbai jurisdiction only.

Head Office:

Maker Bhavan No. 1, Sir Vithaldas Thackersey Marg, Mumbai 400 020 (INDIA)

Telephone : + 91 22 6631 4949 / 6631 4917 * Telefax : + 91 22 2262 3747 / 2262 5112

E-Mail : jbbmbi@jbbodamail.com * Web : http://www.jbbodagroup.com * Follow us on   fa Li

For any further enquiry regarding J.B.Boda Group kindly write to jirafe.vinayek@jbbodamail.com

9

http://www.jbbodagroup.com/
https://www.facebook.com/jbboda
https://www.facebook.com/jbboda
https://www.linkedin.com/company/jb-boda
https://www.linkedin.com/company/jb-boda

