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he Dubai World Insurance Congress
(DWIC) has rapidly become the leading
platform for innovation and growth in the
global insurance and reinsurance industries.
Industry leaders from around the world come
together to discuss the emerging global
trends, and we have seen an even greater
focus on how technology accelerates the
sector’s development this year, thereby
bringing InsurTech to the forefront of
conversations during the event.
There is no doubt that incumbent
insurance firms have an important role to
play in helping technology and disruptive
solutions to not only address region-specific
challenges, but also help drive down costs
and create opportunities. In fact, never before
has the need for the global reinsurance
industry to embrace innovation, technology
and digitisation been greater – and indeed,
there has been some notable progress on
this front.
A recent study by Accenture showed that
86 percent of insurers believe that they must
innovate at an increasingly rapid pace just
to retain a competitive edge1. Cutting-edge
technologies like machine learning and big
data analytics can help them refine and
tailor products to meet customer needs,
optimise service and reprice risk in real time.
Blockchain applications can enhance risk
awareness, speed up claims settlements and
ensure compliance, delivering an estimate of
industry-wide savings of $5bn to $10bn2.
Despite the fact that other financial
sectors like banking and capital markets
have started their innovation journeys earlier,
it is the insurance and reinsurance industries
that may ultimately see the greatest benefit.
InsurTech has all the right tools to bring
a new level of agility and direction to the
reinsurance industry, effectively digitising the
market, modernising offerings and deploying
innovations across the value chain. It also
provides vast improvement to the customer
experience, and its full impact is yet to come.
This is particularly true and more
important for emerging markets than
in established global centres. Reaching
emerging-market populations with suitably
tailored and priced products, especially given
limited customer information like credit
histories, has been a significant challenge
for the industry. Now, InsurTech enables
businesses to target customers through
mobile phones or social media with new
offerings such as ‘microinsurance’ for smallscale assets like livestock, or short-term

policies valid for just a few days or weeks.
As the gateway to the rapidlydeveloping Middle East, Africa and
South Asia (MEASA) region, where the
population of 3 billion potential customers
is remarkably underpenetrated, Dubai has
developed as a global centre for FinTech.
As one of the world’s top ten financial
and FinTech hubs, the Dubai international
Financial Centre (DIFC) has built an
equally-significant hub for InsurTech,
with the UAE being home to the thirdlargest number of InsurTech startups in
the MEASA region and offering 40% of
the funding.
The DIFC has made significant
investments into enabling infrastructure,
fit-for-purpose regulation, subsidised
licensing and dedicated accelerator
programmes. Today, the Centre is home
to a dynamic community of more than 80
FinTech-related companies, all benefiting
from a growing network of strategic
partnerships, from New York to London,
and Hong Kong to Singapore. We have
also dedicated a USD 100 million fund to
accelerate the development of disruptive
businesses from within the Centre.
The InsurTech sector in the region
is uniquely positioned to benefit from
this ecosystem. Over 20% of the 300
applications we received for the 2018
of FinTech Hive were for the InsurTech
stream, reflecting the sector’s significance
and future growth potential.
With support from our ecosystem
clients and partners, I am confident
that InsurTech start-ups will continue to
develop game-changing solutions that
address the growing requirements of
the industry.3
Salmaan Jaffery, Chief Business
Development Officer, DIFC Authority
The Rise of InsurTech – Accenture
https://www.pwc.com/gx/en/financial-services/
publications/assets/blockchain-for-reinsurers.pdf
3
Accenture InsurTech Watchtower MEASA Region
Overview – May 2018
1
2
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Weak market
leaves reinsurers
under pressure

MENA market roundtable debate

“Soft-hard” pricing after recent renewals has done little to alleviate pressure on reinsurers,
according to a roundtable debate on the state of the Middle East’s reinsurance market

R

einsurers in the Middle East are under
continued pressure following recent
renewals, as rates are barely adequate
to risks, despite some rises. This was
the consensus at a roundtable debate
held on the first day of the Dubai World
Insurance Congress (DWIC) 2019.
“Pressure is coming not only from head
office but also from shareholders,” said
Eric Lafage, Scor’s market manager for
property and casualty treaty business in
the Middle East.
Lafage noted that the French reinsurer
had a return on equity of around 4%.
“That’s clearly not up to expectations,
as the objective is to produce 8% across
the cycle, and it requires making up the
difference to raise it to 8% in the long

run,” he continued.
“Some of our competitors have
released negative results, so the pressure
is on,” LaFage added.
Peter Englund, Zurich’s senior
executive officer in Dubai, summed up
the flattened state of the market.
“Sometimes we use the term ‘soft-hard
market’,” he said. “We see pockets of
hardening portfolios and upward rate
pressure. On construction, for example,
we see some hardening of rates. In other
areas we see more pressure on rates.”
Farid Chedid, chairman and CEO of
broker Chedid Re, gave a broker’s eye
view. “The state of the reinsurance
market in this region is very competitive,
on all classes and lines of business,” he

summed up. “Property and engineering
have been losing money for the past
ten years, for reinsurers and insurance
companies,” Chedid continued.
Longer-tail lines on the casualty have
also been subject to weak pricing, but
the claims picture will take much longer
to ascertain. “On casualty and financial
lines, rates have also been dropping.
The difference is that those are long-tail
so we will only see the full results after
several years,” Chedid warned.
Stability on pricing has at least
been reached on aggregate, speakers
suggested. It is just that the level
reached is barely adequate to cover
costs. “We cannot control global
capacity,” Chedid added. n

Innovation: a little less conversation,
a little more action
I

nsurers in the region are too focused
on their staple commoditised lines
of business, even though there is
underwriting and risk expertise as well
as reinsurance capacity available for
new lines of business, Russell Walters a
partner responsible for treaty business
at reinsurance broker JLT Re, told GR at
DWIC.
Middle East business has had a
profitable year in basic lines of business
such as compulsory healthcare and
motor insurance, but he emphasised
that this is only because of regulatory
intervention on pricing, in what would
otherwise be unprofitable business.
“Insurers are making profits on motor
and health, courtesy of the regulator.
We’re suggesting to local insurers to
write new lines of business and have
the reinsurance in place to cover it,” said
Walters.
Sales forces can cross-sell new lines

4 | DWIC SPECIAL REPORT 2019 | globalreinsurance.com

of business to existing
customers, he stressed,
making the most out
of client loyalty and
increasing market
penetration in a region
which still has a huge
protection gap.
“Business such as cyber
and bond surety is common
in Europe but still neglected in
the Middle East.
”Meanwhile the older lines of
reinsurance, such as property, energy
and engineering, are all well- trodden and
the rates available are too skinny,” he
continued.
Insurers talk about launching new
products, but not enough innovation
follows, he suggested.
“There are great prospects in this
region, but all too often there’s a lot of
talk but not a lot of action,” said Walters.

“I wish
insurers would
reinvest
more of their
profits into
the industry,
particularly
by investing in
local talent and
training. Instead
of taking money
out they need to put
money back in and think
innovatively about product lines.”
Too much talk is about product pricing
and not enough on product innovation,
he noted.
“You have to train staff to do different
things, for example to think about
comprehensive policies rather than just
selling a third-party policy. People just
need to think outside the box,” Walters
added. n

Middle East demand untapped
I

nsurance penetration is low in the
Middle East, but if the re/insurance
market is to reduce the gap, it will
need to find new ways to innovate and
distribute its products, according to Willis
Re International’s chairman.
Commercial and industrial lines
potential is still relatively untapped in the
Middle East, but personal lines business
– particularly for middle class and
low-income customers – is particularly
undeveloped, James Vickers told DWIC
2019.
“Demand is hugely untapped and
unserved in the Middle East, so there is
an enormous amount of work to be done,”
Vickers said. “One area of demand is in
commercial and industrial lines, where
there is some insurance penetration,
but it is lagging what it should be in this
region.”
Vickers continued: “The whole concept
of the value of insurance is still too
low. For commercial clients, you must
look at their business priorities, their

understanding of risk, and how they rate
the value of insurance product they buy.
“If they see it as a cost, they are
going to try to reduce that cost. But
if they recognise that they are facing
other pressures and that managing risk
is important to them, then the value
of insurance changes completely,” he
added.
He saw two other areas of opportunity,
both within personal lines business,
where the industry should be innovating
to do a better job of closing the economic
gap, and reinsurance should be helping
to transfer the risk.
“Insurance penetration is pretty bad
worldwide, but especially poor in the
Middle East. There is a huge amount
more to be done to penetrate the middle
class within Middle East economies, and
also for lower income customers,” said
Vickers.
“What we need are new means of
distribution, for delivering the product,
and for attracting customers, because

the current ways, with the current
costs and expense models, are not
sustainable,” he added.
With government purses strained by
falling revenues, due to the low price of
oil, the onus is increasingly on private
citizens to pay more themselves –
for which insurers can also play an
increasing role.
“Governments are not as fiscally strong
as they want to be,” Vickers said. “Across
catastrophe risk, agriculture, pandemics,
they are looking to find ways to share risk
with the private industry as a whole.”
A drop in the pipeline of new
investments being made within
region, such as for construction and
infrastructure projects, has also led
to fewer risks reaching insurers and
reinsurers.
“I would argue that perhaps people
should turn their thoughts away from
these big high profile targets, and
towards the areas that are most underinsured,” Vickers said. n

Market opportunities: Insurance
wrappers for government bonds?
G

overnments are not accustomed
to buying insurance, but they need
the sector more than ever, Willis Re
International chairman James Vickers
(pictured below) told DWIC delegates.
Governments’ financial resources as
the “lender of last resort” are stressed, he
emphasised, particularly since the global
financial crisis and against looming
future crises, most notably global
warming.
There is a clear recognition at
government levels that 70% of
economic losses from natural hazards
are uninsured, Vickers suggested. He
described climate risk as a “tail wind”
that would steer governments towards
exploring insurance as an
alternative to government
spending. “They are
looking for solutions,”
Vickers told
DWIC 2019.

Insuring gilts is a big public sector
opportunity for insurers and reinsurers,
Vickers emphasised. “Governments are
not used to buying insurance, but they’re
pretty good at issuing government debt,”
he said.
Putting an “insurance wrapper”
around government bonds, backed up by
insurance and reinsurance protection,
would “free up the government to issue
more debt”, Vickers explained. “We have
to develop solutions that are suitable for
them and their different requirements,” he
added.
In commercial lines, he stressed
the switch towards intangible assets
among the world’s biggest companies
– led by technology firms since the
Millennium.
Non-material damage
business interruption is a
big product opportunity,
Vickers pinpointed. “If

you’re the CEO of Apple you’re worried
about something – you may not know
what – affecting your quarterly or annual
earnings,” he said.
Speaking on “the demand challenge”,
Vickers recalled previous market
challenges, such as lack of available
reinsurance capacity in the 1980s, versus
the current challenge of over-capacity.
“Put simply, there’s too much money
coming in, and we have to find a way to
put it to use,” Vickers said.
Other parts of Vickers’s speech
addressed the industry’s challenge to
focus on new models of distribution,
particularly to close the protection
gap across emerging markets, for both
commercial and personal lines.
This would be achieved via digital
platforms, mobile phone-focused
partnerships for developing markets,
and partnering with brands with strong
consumer resonance. n
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Reinsurers
shifting focus
from cat business
Reinsurers increasingly turning to non-catastrophe business
because of alternative capital eroding cat pricing adequacy

D

isruption to core
catastrophe business is
leading to a significant
change in the global
reinsurance market as reinsurers
place greater emphasis on margin
expansion in other lines of business,
David Watson, chief executive
international reinsurance at Axa XL
told delegates at this year’s Dubai
World Insurance Congress (DWIC).
Reinsurers face a challenge because
“if they are retaining less cat business
by using alternative capital, this also
erodes profitability”, he told DWIC
delegates. “Disruption to a core
product is creating a change in the
way traditional reinsurers are

“Over the last
renewal season we
saw the first signs
of change in some
markets and I believe
this will continue. It
will be interesting
to see how that
evolves in the short
to medium term.”
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approaching their business with their
clients,” Watson said.
Watson added that he expected
“more and more emphasis on margin
expansion in other lines of business,
whether it’s short tail or long tail
business”. He continued: “Reinsurers
can no longer rely on a portfolio of
profitable catastrophe business to
subsidise marginal proportional or
risk excess of loss business.
“Over the last renewal season we
saw the first signs of change in some
markets and I believe this will
continue. It will be interesting to see
how that evolves in the short to
medium term.”
Watson went on to discuss a change
in client buying patterns.
“Most buyers I meet – while they
always want product specialisation and
knowledge – are generally only
interested in their core reinsurers, who
by and large support their business
across much of their reinsurance spend
and who take a holistic approach to the
relationship rather than a productspecific one,” he said.
“Clearly, there is greater emphasis
on strategic reinsurance purchasing at
the highest corporate level, leading to
trading with specific and identified
reinsurers for many different reasons.
In many markets the focus today is on
reinsurers with global capability and
scale, who can bring greater

knowledge and experience to the
transaction,” Watson added.
Buyers still want diversification, he
emphasised, while mid-tier reinsurers
seek to continue to grow their market
share, whether organically or by
making acquisitions.
“Diversification of markets on a core
reinsurance panel seems to be
desirable with no one market
dominating, and it seems this will
continue and could possibly accelerate
over the next few years,” Watson said.
On changing global market
dynamics, he noted the beginnings of
“an underwriting and pricing
correction in many key markets across
a wide range of products”.
But he issued a word of warning to
those searching for capacity outside of
traditional markets, adding that

“underwriters need to be aware of the
risks involved”.
On reinsurance in the Middle East,
Watson said that the region “suffers
from over-capacity, soft pricing and
significant risk aggregation, which
makes it a very difficult trading
environment for reinsurers”.
Despite some capacity being
withdrawn from the Middle East in
recent years, primarily as a result of
poor performance, he said that the
reinsurance market remains resilient
in the region.
“My observations on the disruption
in the catastrophe market do not
directly impact the region given the
modest level of catastrophe exposure.
However, indirectly I sense more
focus on margin expansion and less
ability for reinsurers to subsidise

underperforming business as their
margins are being squeezed
everywhere,” Watson said.
“Having said that, I do feel there
are opportunities for reinsurers in
this region, and in Dubai in
particular, to work closely with their
clients to provide solutions whether
they are designed to improve the
capital position, reduce volatility, or
just provide capacity,” he continued.
“However, to be successful, it does
require a deep knowledge and the
ability to add value to the transaction
through design and leadership.
Fortunately, the Dubai International
Financial Centre, with its outstanding
infrastructure, common legal and
regulatory framework and growing
talent pool is a great foundation to
build upon.” n

“Diversification of
markets on a core
reinsurance panel
seems to be desirable
with no one market
dominating, and it
seems this will continue
and could possibly
accelerate over the next
few years.”
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Takaful faces
market awareness
challenge
The Takaful and Re/Takaful sector has an image problem and general lack of
awareness about what it can do, according to speakers at DWIC 2019

T

he Takaful market for Islamic
insurance products faces
some problems, not least
the fact that too few people
understand what it is, what it does,
or see Shariah-compliant insurance
products as a viable alternative to
conventional insurance.
That was the message from speakers
on the second day of DWIC. “The word
Takaful is not clear to people. I work in
this market every day, and people don’t
know it. People often think Takaful is
one company [rather than a concept],”
said Mohammad Al Hawari, managing
director of Takaful Emarat.
”Most people don’t know the
difference between Takaful and
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conventional insurance. In fact, most
people working for Takaful companies
don’t know the difference between
Takaful and conventional [insurance],”
Al Hawari told DWIC.
Takaful’s image problem was
contrasted by Al Hawari to that of the
banking sector “right there in your
face”, and the industry he previously
served, describing himself as “still an
insurance newbie”. The sessions at
DWIC formed part of a “Takaful – At
tipping point” focus on the event’s
second day.
Dave Matcham, chief executive of the
International Underwriting Association,
spoke before Hawari took the stage,
representing a less-well known, London

market industry body, the Islamic
Insurance Association of London (IIAL).
“London has the concentration of
financial, legal and regulatory expertise
to create an Islamic re/insurance hub,”
Matcham said.
The IIAL was formed three years
ago with a mix of Lloyd’s and London
companies market carriers. It also has
UK government blessing, with the aim
to make the London market a global hub
for Shariah-compliant Islamic insurance
products – following the example of
Sukuk investments in the world of
banks and bonds.
Matcham, whose talk focused on
commercial lines Takaful and Re/
Takaful – reinsurance following the
same Shariah-compliant principles of
Islamic finance – said he hoped Takaful
had reached “the end of the beginning
of the campaign” to push the product,
since the November 2018 release of the
IIAL’s guiding principles for Takaful.
Lack of awareness was rampant even
in the perceived concentration of re/
insurance expertise of London’s global
specialty re/insurance market. Takaful
has suffered – on a London market and
global basis – from a lack of industrylevel representation, recognised
standards, market education, or
adequate product marketing. The IIAL’s
role has been to change that, Matcham
reflected.
He described a growing frustration
that Islamic investments, such as
infrastructure projects in majority
Muslim countries, are not met with
Islamic insurance and reinsurance
capacity.
“Seven out of ten said would buy if
available. Almost half [of respondents]
said they were not offered the option
of Takaful products by brokers for
purchase or at renewal,” Matcham said,
citing market research.

“Brokers argue that conventional
products are cheaper or more suitable.
Despite these factors we believe there is
a growing demand for this product. The
longevity of Islamic insurance industry
hangs in the balance,” Matcham added.
Bashar Al-Natoor, global head of
Islamic finance at Fitch Ratings,
compared Takaful penetration in different
markets. “Malaysia and Saudi Arabia
have a high amount of Takaful, but they
came to have that through two different
approaches,” he said.
“Malaysia has taken a top-down
approach, where there has been
government intervention. In Saudi, there
is more of a need coming from the
customers, as they are more Shariahsensitive.”
Cultural challenge
Al Hawari suggested the Middle East
had a cultural challenge that does not
encourage widespread belief in the role
of insurance, but that this problem was
not specific to the region.
“There are cultural issues, and
especially in this region. People tend to
have a belief that everything will be fine,
God will protect us, and the universe will
look after us,” he said.
He noted that this challenge was
not unique to Takaful, but aligned with
a broader need to reboot insurance in
general. “How do we make insurance
awesome? How do we make it sexy?” Al
Hawari asked.
Insurers should put the customer first,
pinpoint every interaction, and simplify
the product experience, he suggested.
“Why do we have 15 versions of the
same product and such difficult lingo
that only lawyers will understand it? We
only engage with a customer once a year
or maybe twice if they file a claim. We
already have their data, so why don’t we
start interacting with them?” he asked.

“There are cultural
issues, and especially in
this region. People tend
to have a belief that
everything will be fine,
God will protect us, and
the universe will look
after us.”
Mohammad Al Hawari,
Takaful Emarat

“I’m a big fan of Lemonade, as a
company that has shaken the insurance
world” continued Al Hawari, referring to
the US peer-to-peer insurer. “There’s no
question about it that is not a Takaful
company. However, the very same
principles of sharing and giving back
a surplus is embedded in Lemonade’s
business model.”
Whether it is offering customers
a free coffee or a Ferrari ride at the
racetrack for a year of safe driving,
insurers could be doing more to interact
with customers on a more daily basis, Al
Hawari stressed.
He suggested handing back a
bigger share of profit would be more
than compensated for by increased
premiums with increased insurance
buying penetration. He used the
example of paying $10,000 for a car,
knowing you can receive $500 back.
“That’s the value proposition of Takaful
in my position. That’s going to win
customers’ hearts and trust. Takaful
one, insurance zero,” he added. n
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