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About the MENA Insurance Pulse 2018

An authoritative study on the state and prospects of the USS 58 billion
MENA insurance markets

Based on in-depth interviews with executives from 45 organisations
operating in the region

Four contributing sponsors and advertising partners:AlG, PartnerRe,
Tunis Re and Munich Re

The Insurance Insider as a media partner

Key findings
Regulation has become a strength of the region

Premium growth is driven by expanding personal lines business

Pricing is seen to have improved, with personal lines performing more
favorably

Technology and digitization seen as opportunities to differentiate,
access new client segments and enhance efficiency

Market overview
Geopolitical tensions and slow oil price recovery affect growth

The MENA Insurance Pulse covers: Algeria, Bahrain, Egypt, Iran, Kuwait,
Lebanon, Morocco, Oman, Qatar, Saudi Arabia, Tunisiaand Turkey

Total population amounts to 412 million people, generating a combined
GDP of USS 3,4 trillion, 4,3% of the world's total.

From 2012 - 2017 the region's GDP expanded 3,3% annually, slightly

trailing behind the global average of 3,5%. Going forward this trend is
expected to persist.

*Source: IMF, World Economic Outlook ( April 2018)

MENA - a USS 58 billion insurance market

At 8% per annum premiums expanded roughly twice as fast as the
regions GDP (3,3% p.a.).

Although the region’s income per capitalis close to the global average,
insurance penetration of 1,7% amounts to only a quarter of the global

average.

Insurance penetration improved from 1,3% of GDP in 2012.

*Source: Dr. Schanz, Alms & Company, based on Swiss Re Institute, sigma No 3/2017, sigma-explorer.com.

Contributing sponsors

[AIG]

PartnerRe

’Tunis Re

...your risk is our business

In media partnership with

THE o
INSURANCE

Saudi Arabia

‘ average 2012 - 2017 Iaverage 2018 - 2023f

Real GDP growth (2012 - 2023ff, in %)
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Non-life insurance premiums driven by motor and medical

-Non-Life premiums grew on average by 8,8% per annum throughout the MENA region.

-Primary drivers for growth were the expanding personal lines motor and health and a recovery in some
key MENA markets.

Saudi Arabia
Turkey
MENA

UAE
Iran

Morocco
Global

Non-life real premium growth (2011-2016, annual averages, in %)

*Source: Dr. Schanz, Alms & Company, based on Swiss Re Institute, sigma No 3/2017, sigma-explorer.com.

Life insurance penetration still disproportionately low
-Life insurance still has a low share of 16% of total premiums, as compared to the global average of 55%
-In the past six years, life and non-life expanded roughly equally fast

-Growth was driven by strong demand for investment, life and savings products

UAE
Morocco

[ran
MENA
Turkey

Global
-2.9 Saudi Arabia

1.3

Life real premium growth (2011-2016, annual averages, in %)

*Source: Dr. Schanz, Alms & Company, based on Swiss Re Institute, sigma No 3/2017, sigma-explorer.com.

Survey results
Premium growth continues to be region’'s main strength

The MENA region’s dynamic growth remains its key attraction
Regulation has become a market strength and driving force behind its expansion

Diversification benefits are still of important though declining relevance

GDP and (re)insurance growth momentum

Regulatory regimes

Low natural catastrophe exposure 11




Fierce competition viewed as the major weakness

-Excess capacity and fierce competition, predominately over price, weigh on the region’s insurance markets
-The shortagein talent becomes more apparent as some markets seeks to strengthen their local workforce

-With more than 200 insurers, markets remain highly fragmented and vulnerable as solvency requirements
tighten and high investmentin technology loom

Fierce competition

Talent gap

Fragmentation

Catch-up potential to be the most important opportunity

-Gap between the region’s share of premiums to GDP and its relatively high GDP suggests striking catch-
up potential.

-Digitisation is viewed as potentially bringing down operating and acquisition expenses and making
insurance products more appealing.

-Compulsory schemes, such as medical insurance, are expected to remain the markets’ main engine of
growth. Further lines, such as liability, may follow.

Low penetration

Digital technology

Compulsory insurance

Geopolitics seen as the most important threat

-Geopolitical risks pose the most frequently mentioned threat, hanging over the regional insurance market
outlook.

-Dependency of some markets on hydrocarbon revenues exposed vulnerability and volatility in government
spending and its effects on disposable incomes and financial markets.

-Workforce localisation and lower numbers of expatriate staff in a number of countries have added to the
woes about a lack in regional talent.

Political instability
GDP dependency on oil prices

Lack of locally available talent 12




Personal lines are priced more favorably

Low

High %
©

9% L
I 22%

Aver,

7
High
40 %
49 %

Current rates: Commercial lines Personal lines

Average

53 %

-Almost most 50% of executives view current prices in MENA commercial lines as average as property
rates in Saudi Arabia and the UAE recovered.

-Personal lines business is regarded more favourably, primarily due to recent regulatory actions, higher
barriers to entry and greater customer loyalty.
Improved technical profitability in personal lines
High
o)
7/ %

<

High

Low
34 %(‘ 9%

Average

57 %

Low
\ 44 %
Average
49 %

Current rates: Commercial lines

Personal lines

-Although rates have seen some improvement, a higher frequency of large claims took their toll on technical
profitability inthe commercial lines space.

-Current technical profitability in personal lines as is considered higher or in line with the average of the
past three years due to significant rate increases in motor and medical business and improved claims
management.

Slower than
GDP growth
n netration incr
Insurance penetration expected to increase 9 % Faster than
Premiums are expected to outgrow regional GDP, e grgwm
driven by the continued growth momentum in In line with ' 69 A)

compulsory personal lines insurance. GDP growth

22 %

Expected premium versus GDP growth




Regulation greatly improved

-Continued progress towards introducing solvency margins or risk-based solvency rules.

-Improved insurance markets' stability driven by unified policy wording, actuarial pricing and tighter
reserving requirements.

-However, assessment also reflects the region's heterogenic regulatory sophistication, ranging from
effective regimes to rather insufficiently enforced frameworks.

Adequate

46 %

Inadequate

27 %

State of insurance regulations

Technology, diversification and differentiation as strategic priorities

Investing in technology

Portfolio diversification

Differentiation in competition

-Investments into technology are motivated by the prospect of more cost-efficient internal processes.
Digital technologies are also viewed to enhance customer experience and promote the overall appeal of
insurance products.

-Portfolio diversification is viewed as an imperative in a market dominated by large medical and motor
portfolios. Specific areas include cyber insurance, microinsurance, credit insurance and agricultural
insurance.

-Competition on price is no longer perceived as a viable proposition. Technologies offer opportunities for
product and service differentiation.
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A Man’s House Is His Castle
Cumberland Saves You The Hassle

Tl’!Cl’C is Onl!:, Onc

Cumgmua

{:OI' 90[1!" ralng dags

Cumbrella

your comprehensive residential insurance

Cumbrella is “YOUR" personal statement
policy that protects your household against
the unexpected.

Head Office : Dbayeh Highway, Cumberland Building, 3rd Floor
P.0.Box 90-554 Jdeidet El Metn - Lebanon
Tel: 961.4.403888 - Fax: 961.4.403666

Hamra : Clemenceau Street, Weaver Center Bloc A, 8th Floor

TeleFax: 961.1.366596 /7 / 8 /
Tripoli : Mina Street, Mandarine Bldg., Tel: 961.6.200018 / 200019 V‘

Jounieh : Jounieh Highway, Sarkis Agha Bldg. Above FAP, 3rd Floor

Tel: 961.9.831979 / 830978 C u m ber,a n d
Hazmieh : Mar Roukoz Center - 3rd Floor (Facing Mar Roukoz Church)

TeleFax: 961.5.952813 /4 /5 INSURANCE & REINSURANCE COMPANY S.A.L.

Email : info@cumberland.com.lb  www.cumberland.com.lb Insuring One Client At A Time
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