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NEWS AT J.B.BODA

Merry Christmas at J.B.BODA !!!!

J.B.Boda team conducted a training for the Nepal Reinsurance Employees between 14th – 16th Dec., on the 

topic of “Technical Aspects of Reinsurance Accounting” at our Mumbai office.
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Rising Climate Costs To Challenge Companies, Countries In 2023

In a year marked by yet more climate-linked floods, hurricanes and droughts, governments and

companies were forced to look more closely at the financial risks and their exposure to

liability.

Nowhere was this more apparent than at the U.N. climate conference in Egypt, where countries

reached a landmark agreement to set up a fund to help poor countries cope with climate-fueled

disaster costs.

Egypt’s COP27 talks did little, however, to address the cause of those disasters – the ever-

rising levels of greenhouse gases in the atmosphere.

That kind of slow progress in tackling climate change made vulnerable countries determined to

get the so-called Loss and Damage fund approved – after yet another year of extreme weather

disasters including record heatwaves from the United States to China, glaciers collapsing in

India and Europe, and unending drought pushing millions toward famine in East Africa.

Insurers were feeling the pain, as the year delivered three of the decade’s costliest disasters –

“dystopian” flooding that delivered $40 billion in damages to Pakistan, a series of deadly

summer heatwaves that collectively caused more than $10 billion in losses for Europe, and

Hurricane Ian tearing across Florida and South Carolina to the cost of $100 billion, according

to risk modeling firm RMS.

The Loss and Damage fund also marked a diplomatic coup by poor nations, after decades of

U.S. and European resistance over fears it could open them to legal liability for their historical

emissions. But countries agreed the fund would pull from existing financial institutions rather

than rich nations, assuaging those liability concerns – for now.

Why It Matters

As watchdog groups called out companies for failing to disclose how climate change might

threaten them financially, investors faced increasing pressure both for going too far to address

climate risks and for not going far enough.

“It’s the wild west in terms of what companies should do. And there are some that are

greenwashing, yes,” said Katharine Hayhoe, a Canadian climatologist and chief scientist at the

Nature Conservancy. But some making a sincere effort are “getting pushback from the purity

culture, people saying that anything but perfection isn’t worth it.”
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Even Hayhoe and others warning about the dangers of climate change didn’t escape censure,

with some activists laying into them for flying to conferences or eating meat. At some point,

people started throwing soup and paint and gluing themselves to things. “I get it,” Hayhoe

said. “It’s a psychological reaction to the genuine fear that people feel when they start to

understand the magnitude of this problem.”

Others sought to take their grievances to court. As of today, there are 2,176 climate-related

lawsuits in play across the world, including 654 filed in U.S. courtrooms, according to the

Sabin Center for Climate Change Law at Columbia University.

And scientists and economists are making further advances in calculating exactly how much a

country’s activity may have contributed to climate change – and to specific disasters. This line

of argument, referred to as “climate attribution science,” made its way into more courtrooms.

“So far it’s been a battle of the experts on paper,” said Sabin Center’s executive director,

Michael Burger. “What we have not yet seen is an actual trial” presenting evidence toward

attributing a certain percent of obligation to a climate-polluting company or country.

But it’s just a matter of time, experts say.

What Does It Mean For 2023?

With the new year, expect more public anxiety as climate change continues to escalate – and

more worry among companies and governments over liability and risk.

Companies and investors will face pressure to climate-proof their supply chains and

operations.

Court rooms will see more climate cases filed, he said – focused both on challenging national

governments to increase their climate policy ambitions and on holding corporations

accountable for their emissions or deceptive practices.

At the end of the year, countries will meet again at the next U.N. climate summit, COP28, in

Dubai. And they will be under extra pressure to see that emissions are cut in half by 2030 and

to net-zero by 2050 – the only path to holding global warming to within 1.5 degrees Celsius.

“An increasing number of powerful actors are coming to terms with the fact that we can’t keep

sticking our heads in the sand,” Burger said

Source: Insurance Journal
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Irdai: Reinsurers To Keep 50% Of Indian Underwritten Biz Within Country

The Insurance Regulatory and Development Authority of India (Irdai) has, in a revised exposure

draft on reinsurance regulations, mandated that Indian reinsurers, including foreign reinsurance

branches, have to retain a minimum of 50 per cent of their Indian reinsurance business

underwritten, within the country.

Also, any retrocession to an IIO (International Financial Service Centre Insurance Office) up to 20

per cent of Indian reinsurance business underwritten shall be adjusted against the required

minimum retention of 50 per cent, the regulator has said.

Irdai had first placed an exposure draft for public consultation on reinsurance rules in October

2022. Based on feedback from the stakeholders, it modified the rules slightly and called for

comments and suggestions by December 16, 2022. The amended regulations will come into effect

on April 1, 2023.

“The objective of the amendments is to harmonise the provisions of various regulations applicable

to Indian insurers and Indian reinsurers, including Foreign Re-insurance Branches (FRBs) and

Lloyd’s India, and to enhance ease of doing business,” the regulator said.

Among other modifications, the regulator has said every cedant while seeking best reinsurance

terms has to obtain lead from at least three “Category 1” reinsurers in order to maximise retention

within the Indian market while fulfilling the minimum necessary placement with the lead

Reinsurer quoting the best terms.

“In case a cedant has been unable to secure lead terms from three “Category 1” reinsurers, it has to

maintain on record the evidence of having approached all “Category 1” reinsurers,” the regulator

said.

Further, the regulator has said no cedant will seek terms from CBRs/IIOs having credit rating

below ‘A-' from Standard & Poor’s or an equivalent credit rating, nor will it seek terms from any

Indian insurer not registered with the authority, unless it is for facultative reinsurance protection.

Irdai has also increased the cession limits for reinsurance placement with cross-border reinsurers

(CBRs) by Indian insurers transacting other than life insurance business. Accordingly, for a CBR

with a rating above A+, the cession limit will be 30 per cent; for CBRs with rating greater than

BBB+ and upto A+, the cession limit will be 20 per cent; and 10 per cent for CBRs with BBB and

BBB+ rating.

The above percentages will be calculated on the total reinsurance premium ceded outside India to

all CBRs.

Source: Business Reports
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Global Reinsurance Market 2023 Renewal Special

Despite the increase in their premium income, reinsurers have sustained a significant deterioration in

their results over the last 5 years. Except for 2021, a year of respite, the non-life combined ratio of all

companies stands at 102.6% over the period 2017-2021.

In addition, the return on equity hardly averages 4.4% over the last 5 years. This low return burdens

particularly the capital and shareholder remuneration policy. To counteract the current volatility of

the financial markets, it is imperative that reinsurance companies return to positive and stable

operating results.

Following recurring operating losses, several of them, including SCOR, have come under particular

scrutiny by the rating agencies. The latter are forcing them to adopt strict underwriting and pricing

discipline, which is synonymous with better results.

Global Reinsurance Market : European Reinsurers’ Results

Over the past 5 years, the 4 major European companies and by the same token global reinsurers

namely: Munich Re, Swiss Re, Hannover Re and SCOR, have exhibited a poor performance

compared to the global average. Their premium growth rate over 5 years (6.5%) is nearly 2 points

lower than that reported by all reinsurers (8.4%).

Another disadvantage is that their non-life loss ratio is higher than that of other companies, with a

loss ratio of 71.3% against 69.9% for the rest of the market. However, the non-life combined ratio,

the main indicator of technical performance, is identical for both groups, namely 102.6%.

The performance of the world's leading reinsurers is, on the other hand, better than that of other

reinsurers in terms of return on investment (ROE). Their ROE is on average 5.2% for the last 5 years

against 4.4% for the whole profession. Another point in favor of the leaders, their management

expense ratio (31.3%) is lower than that of other reinsurers (32.7%).

Global Reinsurance Market : Lloyd’s Results

Between 2017 and 2021, Lloyd's had underperformed, with an average combined ratio (104.9%)

over the period being more than two points higher than that achieved by the market as a whole

(102.6%) and its return on equity (0.3%) being set at almost zero. From a technical point of view, the

Lloyd's market has a high level of management expenses, that is, 38% compared to 31.3% for the

four world leaders and 32.7% for the whole market.

Global Reinsurance Market : Reinsurers In The Asia-Pacific Region

During the reporting period, Asia-Pacific reinsurers outperformed their colleagues in other regions,

with a combined ratio slightly exceeding 100% and a return on equity close to 6%. Reinsurers in the

region have stable market shares and are striving to grow their business, either through natural

growth or by means of acquisition.

Source: Atlas Magazine

GLOBAL

7



8

Ship Insurers To Cancel War Cover For Russia, Ukraine From Jan 2023

Ship insurers said they are cancelling war risk cover across Russia, Ukraine and Belarus,

following an exit from the region by reinsurers in the face of steep losses.

Reinsurers, typically renew their 12-month contracts with insurance clients on Jan. 1, giving

them the first opportunity to scale back exposure since the war in Ukraine started, after being

hit this year by losses related to the conflict and from Hurricane Ian in Florida.

P&I (protection and indemnity) clubs American, North, UK and West are no longer able to

offer war risk cover for liabilities in the region from Jan. 1, they said in recent notices on their

websites. The clubs are among the biggest P&I insurers who cover around 90% of the world’s

ocean-going ships.

UK P&I Club said that the issue had arisen because of a lack of availability of reinsurance for

reinsurers, also known as retrocession.

The Club's reinsurers are no longer able to secure reinsurance for war risk exposure to Russian,

Ukrainian or Belarus territorial risks.

American P&I said 23 that it had received a "notice of cancellation" for the region from its war

risk reinsurers and was cancelling its own insurance as a result.

Ships typically have P&I insurance, which covers third party liability claims including

environmental damage and injury. Separate hull and machinery policies cover vessels against

physical damage.

The moves by the insurers will make it harder for ship-owners or charterers to find insurance,

increase prices and may mean some ships sail uninsured, industry sources say.

Providers of reinsurance and retrocession include global players Hannover Re (HNRGn.DE),

Munich Re (MUVGn.DE) and Swiss Re (SRENH.S), as well as syndicates in the Lloyd's of

London (SOLYD.UL) market. Munich Re and Swiss Re declined to comment.

The Japanese government has urged insurers to take on additional risks to continue providing

marine war insurance for liquefied natural gas (LNG) shippers in Russian waters, a senior

official at the industry ministry said this week.

Source: Reuters



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 22623747 / 22625112

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

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