
Our Insight, Your Advantage™

AM Best’s Insurance Market Briefing 2020 – SIRC

Wednesday, 4 November 2020
10.00am – 11.30am (GMT+8)



Our Insight, Your Advantage™

Panellists

2

Scott Ryrie
Co-CEO, AM Best 

Asia Pacific (Singapore)

Greg Carter 
Managing Director, 
Analytics EMEA & 

Asia Pacific

Christie Lee 
Head of Analytics, 

Greater China, Japan 
and South Korea

Myles Gould 
Head of Analytics, 
Southeast Asia, 

Australia and New 
Zealand

Carlos Wong-Fupuy
Senior Director, Global 

Reinsurance



Our Insight, Your Advantage™

3

Questions:
webinars@ambest.com

More Insights:
http://www.ambest.com/about/coronavirus.html

mailto:webinars@ambest.com
http://www.ambest.com/about/coronavirus.html
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Global Reinsurance Market
Greg Carter – Managing Director, Analytics 

EMEA & Asia Pacific

Carlos Wong-Fupuy – Senior Director, 
Global Reinsurance
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Tailwinds
Initial COVID-19 losses manageable with 
demand for improved terms and 
conditions - more exclusions
Accelerating pricing momentum at the 
primary insurance level

Improving pricing across various
reinsurance products

Flight to quality 

Revised appetite from third-party capital 
and greater discipline from traditional 
reinsurers

Headwinds
Uncertainty on potential COVID-19 related 
reinsurance losses

Low yield investment conditions and 
capital markets volatility 

Less cushion in reserves exacerbated by 
social inflation & prop-cat reserve 
development
Global economic recessionary pressure &
uncertainty of future demand for coverage
Uncertainty on government intervention 
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Combined Ratio  and Loss Reserve Development 

90.4%
95.3%

110.3%
101.9% 99.9% 99.6%

6.2% 6.0%

4.3%

3.3%

1.1%

4.2%

2015 2016 2017 2018 2019 Five Year Average
Source: AM Best data and research
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9.5%
8.3%

-0.3%
1.1%

9.8%

2015 2016 2017 2018 2019

Five Year Average 5.7%

Source: AM Best data and research

Return on Equity
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Estimate - Total Dedicated Reinsurance Capital (USD billions)

292 320 340 332 345 345 341 
394 385 

19 
48 

60 68 75 87 95 
89 86 

311
368

400 400 420 432 436
483 471

2012 2013 2014 2015 2016 2017 2018 2019 2020E

Traditional Third-Party
Notes and Sources: Estimates by Guy Carpenter and AM Best
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Swiss Re Ltd. 
Munich Reinsurance Company
Hannover Rück SE 
Lloyd's
Berkshire Hathaway Inc. 
SCOR S.E.
Everest Re Group Ltd.
PartnerRe Ltd.
XL Bermuda Ltd.
Transatlantic Holdings, Inc.

Top 10 Global Reinsurance 
Groups Non-Life

Top 10 Global 
Reinsurance Groups Life

Swiss Re Ltd. 
Great West Lifeco
Munich Reinsurance Company
Reinsurance Group of America Inc.
SCOR S.E.
Hannover Rück SE
Berkshire Hathaway Inc.
Pacific LifeCorp
Assicurazioni Generali SpA
PartnerRe Ltd.

Notes:
Ranked by unaffiliated gross premium written in 2019.
Source: AM Best data and research



Our Insight, Your Advantage™

Global Reinsurance Market

16

Performance

Capital

Outlook

Developments



Our Insight, Your Advantage™

Property Catastrophe Rate-on-Line (ROL) and Third Party Capital (TPC)

17

0

10

20

30

40

50

60

70

80

90

100

100

120

140

160

180

200

220

240

260

280

300

U
SD

 b
ill

io
ns

R
O

L

ROL TPC

?

Source: Guy Carpenter & AM Best



Our Insight, Your Advantage™

Catastrophe Losses Do Have Reserve Tails

18

US Hurricanes, Japanese Typhoons, 
California and Australian wildfires

Loss creep affecting both traditional and 
ILS capital

Concerns about robustness of catastrophe 
modelling

Drawn out claims adjustment process / 
Trapped collateral

Changing perception on risk and lack of 
correlation with the rest of the economy
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Tailwinds
Initial COVID-19 losses manageable with 
demand for improved terms and 
conditions - more exclusions
Accelerating pricing momentum at the 
primary insurance level

Improving pricing across various
reinsurance products

Flight to quality 

Revised appetite from third-party capital 
and greater discipline from traditional 
reinsurers

Headwinds
Uncertainty on potential COVID-19 related 
reinsurance losses

Low yield investment conditions and 
capital markets volatility 

Less cushion in reserves exacerbated by 
social inflation & prop-cat reserve 
development
Global economic recessionary pressure &
uncertainty of future demand for coverage
Uncertainty on government intervention 
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COVID-19 Update
Greg Carter – Managing Director, 

Analytics
EMEA & Asia Pacific
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Our response – Stress Test results

Reported losses still behind initial 
estimates

Wide range of impact on loss ratios 
(business mix and assumptions)

Economic impact influenced all 
territories and product lines
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Affecting both life and P&C

Both sides of the balance sheet

Business Interruption – legal cases 
creating a longer tail?

Operational impact on the industry?
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Asia-Pacific 
Reinsurance Market
Christie Lee – Head of Analytics,

Greater China, Japan & South Korea
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Business Profile
• National reinsurers in certain markets have defendable positions at 

home 
• Higher % of proportional treaty book relative to foreign counterparts
• Relatively high dependence on retrocession due to domestic 

catastrophe risk accumulation
• Large reinsurers started to diversify their portfolios by geography 

and line of business since the Tohoku earthquake and Thai floods in 
2011 



Our Insight, Your Advantage™

Asia-Pacific Reinsurer Characteristics

25

Capital Management
• Robust capitalisation as evidenced by high BCARs

• Low financial leverage; many are debt-free

• Low third-party capital usage
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Operating Performance
• High investment returns

• Fierce competition

- International reinsurers’ increased capacity allocation to Asia 

- Capacity from new domestic reinsurers
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• Thin technical profit

• Deteriorating underwriting loss

- Catastrophe events

- Agricultural losses in China and 
India

- Social activism in Hong Kong

- Inadequate pricing

• ROEs are supported by investment 
income
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• Investment risk appetites vary

• Some with material investment assets in deposits and investment 
grade bonds 

• Others have increased allocation to higher risk asset classes to 
chase yield
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• Declining yields impact BOTH investment and underwriting

• Lower expected investment returns from new money and re-
investments

• Lower discount rates used in pricing

- Higher present value of future claim payments

- Increase in pricing
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Similar Different

Lower yield investment conditions COVID-19 claims are more 
manageable

Decrease in (re)insurance demand 
due to economic recession

Retro capacity shortage adds greater 
pressure to profitability and stability

Re-considerations
Capital deployment strategy
Strive for quality business

Communication to marketplace
Market hardening must be sustained long enough to offset 

the impact of prior inadequate market conditions
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Southeast Asia 
Reinsurance Market
Myles Gould – Head of Analytics,

Southeast Asia, Australia & New Zealand
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Headwinds Tailwinds
Competitive landscape with domestic 
reinsurers continuing to face relevance 
challenge against international capacity

Initial COVID-19 losses are low – supported 
by exclusions embedded from prior 
pandemics

Declining investment yields and capital 
market volatility 

Some positive pricing momentum, albeit 
overall picture skewed by hikes on loss 
affected accounts

Elevated natural catastrophe incidence in 
the Asia-Pacific region

Life & health (L&H) growth supporting 
increased diversification
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Growth Drivers:
• L&H growth in SEA insurance segment
• Insurers seek reinsurance support to 

manage risk retention and solvency amid 
L&H growth

• Domestic reinsurers have seized the 
opportunity to provide technical support 
for new products

• COVID-19 pandemic has raised awareness 
of L&H coverages

Opportunities:

• Low L&H penetration in SEA
• Non-catastrophe exposed
• More stable loss experience than some 

non-life lines
• Less capital intensive than commercial 

lines

Challenges:

• Thin profit margins, typically low single 
digit

• Limited underwriting experience and data 
quality/availability
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• Deposit rates and treasury yields in emerging SEA markets have typically been 
attractive and considerably higher than in many developed markets

• However, the economic fallout from COVID-19 has driven these returns lower in 
2020 and is likely to continue

Country Interest Rate 
Jan 1, 2020

Interest Rate 
Oct 25, 2020

YTD ∆ (bps)

Indonesia 5.00% 4.00% -100
Malaysia 3.00% 1.75% -125
Philippines 4.00% 2.25% -175
Thailand 1.25% 0.50% -75
Vietnam 6.00% 4.00% -200

Selected SEA Countries – Base Rate Movements
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• Reinsurers are faced with accepting lower returns or assuming more 
investment risk in the hunt for yield

• AM Best does not expect reinsurers to materially shift investment 
compositions given the potential implications for balance sheet strength

• Instead, we foresee a greater focus on underwriting profitability and a re-
balancing of overall earnings



Our Insight, Your Advantage™

Compulsory Cessions

37

• In several SEA markets, local obligatory cessions benefit the business profiles of 
domestic reinsurers

• However, compulsory cessions are often subject to periodic review with potential 
changes remaining an area that could undermine reinsurers’ revenue stability

Country Nature of Cession Recipient Reinsurer(s)

Philippines Local insurers required to offer 10% of treaty and facultative 
reinsurance capacity

National Reinsurance Corp 
of the Philippines

Malaysia Partial “voluntary” treaty and facultative reinsurance cession by 
local insurers

Malaysian Reinsurance 
Berhad

Indonesia Local insurers required to cede a sizable portion to domestic 
reinsurers, albeit a phased reduction to obligatory cessions (for 
some risk types) is expected to take place over next 2 years

Various domestic 
reinsurers

Examples of Compulsory Reinsurance Cessions in SEA
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Hot Topics Round-up
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• IFRS 17

• Regulatory Changes
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Question & Answer
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Thank You



© AM Best Company, Inc. (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be
accurate and reliable. AMB does not audit or otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information
contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall AMB have any liability to any person or entity for (a) any loss or damage in whole
or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or any of its directors,
officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or
(b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if AMB is advised in advance of the
possibility of such damages, resulting from the use of or inability to use, any such information. The credit ratings, financial reporting analysis, projections, and other observations, if
any, constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase,
sell or hold any securities, insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific
purpose or purchaser. Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other risk,
including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer consulting or advisory services,
nor does the company or its rating analysts offer any form of structuring or financial advice. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,
COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR
MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating or other opinion must be weighed solely as one factor in any investment or purchasing decision
made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and evaluation of each security or other financial
obligation and of each issuer and guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.

Our Insight, Your Advantage™

Disclaimer

42



Our Insight, Your Advantage™

Disclaimer

43

US Securities Laws explicitly prohibit the issuance or maintenance of a credit rating where a person involved in the sales or marketing of a product or service of the CRA also
participates in determining or monitoring the credit rating, or developing or approving procedures or methodologies used for determining the credit rating.

A.M. Best Asia-Pacific Limited is registered as a Credit Rating Agency in Australia and holds a Financial Services Licence number 411055 under the Corporations Act of 2001.

A.M. Best Asia-Pacific Limited credit ratings and any other related research are not intended for and must not be distributed to any person in Australia other than a wholesale client, 
as defined in the Corporations Act of 2001, Chapter 7. The AM Best websites are not intended for use by Australian users who are not defined as wholesale users. 

No part of this presentation amounts to sales / marketing activity and AM Best’s Rating Division employees are prohibited from participating in commercial discussions.

Any queries of a commercial nature should be directed to AM Best’s Market Development function.
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