
34 Asia Insurance Review January 2019

Reinsurance

There is an immense pressure on 
the insurance sector to change 
and adapt with the times. The 

protection gap is widening, what 
customers want and how they want 
it is changing. Nat CAT are occurring 
with increasing frequency and sever-
ity, and new risks seem to be appearing 
around every corner.

Despite these challenges, the 
industry’s ability to understand and 
model risk is becoming more powerful, 
said Allianz Re CEO Amer Ahmed. 
“Further, the nature of capital has 
fundamentally changed. It represents 
a challenge on one hand but is an 
opportunity for us to figure out how 
to operate more efficiently and protect 
more risk. There is capital that is 
hungry to access that risk, so the 
question is how we bring these two 
together effectively,” he said. “The role 
of insurance and reinsurance is vital 
to society and we need to let them 
understand that role much better. The 
challenge for us is not about fighting 
over the current pie, but how to grow 
the pie.”

PWC partner, Asia Pacific capital 
projects and infrastructure leader 
Mark Rathbone added that when it 
comes to large projects, insurance 
comes very late into the planning 
phase. Even when a company is con-
ducting due diligence on projects it is 
embarking on, it will first tend to focus 
on assessing the various risks involved, 
legal due diligence around contracts 
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and financial due diligence. “Insurance 
sort of drops off until later stage. I 
think a real change to precipitate some 
very pragmatic considerations on how 
insurance is dealt with on certain 
projects is needed,” he said.

Understanding the interaction 
between insurance and 
reinsurance
“We just haven’t done a good enough 
job to promote the value proposition of 
the insurance industry,” said Allianz 
Re regional CEO Kenrick Law. “[Mr 
Rathbone] mentioned that only about 
1.2% of the economic losses in the 
Italy October 2016 earthquakes were 
covered, but if you look at the 2011 
Thailand floods, 40% of the losses were 
covered by insurance. So, we do have 
value, but it’s just that when these 
events happen, we happily take out 
the cheque book, write the cheque and 
then hand it over, rather than promot-
ing.”

He pointed out that in the aftermath 
of the Sri Lanka floods in 2016, local 
media reported on the claims that 
were paid out by insurers. “It created 
awareness that such protection exists. 
Rather than those affected not know-
ing who is ultimately paying the bill: Is 
it the government? Is it my relative? Or 
is it the insurance industry?”

Aon Benfield head of analytics Brad 
Weir echoed the sentiment, saying that 
while (re)insurers pride themselves 
on being providers of resilience and 
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protection, they become a bit defen-
sive when major loss events occur. 
“We get on the back foot almost, and 
we are not promoting ourselves as an 
industry,” he said.

Mr Ahmed pointed out a habit 
amongst insurers after large loss 
events: “The first question people 
ask an insurer or reinsurer is ‘how 
big was the loss’ and we want to go 
out and tell people how small our 
losses were. But maybe we shouldn’t, 
because paying losses is why we’re 
here. The internal and external 
communication is to avoid big losses, 
but that shouldn’t be the case.”

Becoming more than a 
capacity provider
Many (re)insurers are transitioning 
to becoming more than just a payer 
of claims and becoming partners to 
their clients, said AIR Worldwide VP 
and MD of Southeast Asia, Australia 
and New Zealand Ashish Jain. There 
are clients looking for innovative 
solutions, who need global expertise 
and knowledge of different markets 
that an insurance company can 
provide.

“Even amongst reinsurers, in the 
B2B space, the focus is changing 
towards the customer experience. 
Insurers looking for a partner find 
reinsurers when they need help in 
developing a product, or technical 
expertise in various fields, and that’s 
the kind of partnership that can 
create more space for reinsurers in 
local markets,” he said.

Another aspect of being a service 
partner is helping clients understand 
and appreciate the value of models, 
especially to those outside of the 
industry. “Outside of Singapore 
you struggle to find people to 
explain model results, model event 
scenarios,” said RMS director of 
model product management Hemant 
Nagpal. “Even in the Indian subcon-
tinent, where you can find some of 
the smartest people in the insurance 

industry, they will have trouble with 
it. Even I have difficulty sometimes 
explaining to clients which results 
they should be looking at and why.”

While he said that the onus is 
on the industry and modellers to 
provide training and education to 
clients, he also admits that the clients 
who purchase these models are 
sometimes too busy to learn what 
needs to be done. “Sometimes they 
don’t have the scalability to have 
more resources to look into it, and if 
they do, they may be able to achieve 
a better understanding.”

On the topic of models, JBA 
Risk Management MD Iain Willis 
pointed out that the technology in 
modelling has made great strides 
over the past few years, with models 
becoming increasingly sophisticated 
and powerful, but the market is 
still catching up to the need to use 
those models. “What we can do as 
an industry is work with consumer 
organisations essentially to create 
that market. The capacity is there, 
we can make those models, but we 
just have to wait for the markets to 
mature,” he said.

Another challenge is explaining 
to consumers that these models 
will actually help them accomplish 
due diligence on their risk selection 
and save them money. However, the 
message is not conveyed strongly 
enough, said Mr Willis. “We could 
actually make the market more 
sustainable.”

Lighting a fire with alternative 
capital
“I think alternative capital has 
challenged the industry to move on. 
I mean, how long has the industry 
sat on these problems and continued 
doing the same thing?” said S&P 
director of financial services ratings 
Philip Chung. “We have done the 
same thing for decades.”

He used banking as an example, 
mentioning how banks have in-

novated their business when lending 
to traditional customers stopped 
working for them, yet the insurance 
industry is much slower to change 
with customers. “You have to stop 
chasing the same business,” he said.

The larger insurers, he said, will 
have an easier time looking and 
planning ahead for the next five 
years. The recent M&A activities 
have given a good gauge of the future 
of the industry and where insurers 
are moving their businesses.

The other stakeholders
Insurers are not the only party with 
the ability and responsibility to 
improve societal resilience and close 
the protection gap, the roundtable 
agreed. Governments and NGOs are 
also other invested stakeholders, es-
pecially when it comes to large-scale 
risks such as Nat CAT – something 
which is particularly acute in Asia. 

The three words that need to be 
kept in mind when addressing the 
protection gap, according to Willis 
Towers Watson Singapore executive 
director Tai Hui Yen is availability, 
awareness and affordability.

“As a commercial industry, we 
can look into and solve availability 
and awareness, but on our own we 
cannot address affordability,” she 
said. “For governments and NGOs 
affordability is the biggest issue and 
governments especially are facing a 
lot of these questions today. There is 
a growing recognition and awareness 
from the sovereign side that maybe 
we shouldn’t be holding onto all 
these risks on our balance sheet.”

With governments and insurers 
navigating from different territories, 
both parties need somehow to come 
together to address the three issues.

Resilience beyond insurance
In conducting regular risk analysis, 
insurers help people figure out how 
disaster-prone their properties are, 
said QBE chief underwriting officer 
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Andy White. “Ask the average person 
on the street if they’d like to know 
the chances their property could get 
flooded and they would say ‘yes’. 
Tell them that because they are on a 
flood plain, their insurance goes up 
to $10,000 a year, and they will say 
‘hang on’,” he said. 

“It’s not a popular position because 
it encourages them not to buy insur-
ance. But how can you work with 
governments to help insure where 
flooding happens?”

Understanding and recognising 
these risks also helps governments 
plan their infrastructure better, said 
Mr Rathbone. “It allows you to build 
infrastructure that can withstand 
those disasters. The technology that 
you use to build assets is also now 
changing, the materials being used 
are also changing. They are more 
flexible, stronger, more resistant to 
fire,” he said. “That’s where I think 
the insurance industry can play a 
crucial role – to come in early, during 
the planning stages, and tell them ‘if 
you want to avoid these large-scale 
protection gaps, these are the things 
you should do’.”

Everyday insurance
Beyond affordability, another major 
reason for the protection gap is that 
‘no one wakes up wanting to buy 
insurance’. DBS Bank MD and global 
head of insurance Benjamin Yeo 
noted that the same applied to bank-
ing, once upon a time. “No one wakes 
up wanting to go to the bank. How 
we addressed that is by embedding 
banking in the day to day activities 
of customers,” he said.

This was achieved by inserting 
banking into everyday activities, 
such as buying coffee or groceries. 
“For example, we partnered with 
the coffee shop and used Facebook 
Messenger to allow customers to 
order coffee and pay for it through 
Messenger. Then they can just pick 

up the coffee at the shop, without 
having to queue up to pay. From 
the shop’s perspective, they can 
minimise manpower by no longer 
needing a cashier to pick up the order 
or handle payments,” he said.

Embedding insurance into the 
customer’s daily activities is a 
possible avenue. Mr Yeo pointed 
out that one of the mega-trends is 
e-commerce, and insurance could 
be embedded into the e-commerce 
transaction via shipping insurance or 
product insurance within the buying 
process. “It needs to become seamless 
and invisible,” he said.

Or course, this solution might not 
be viable for more complex forms 
of insurance, which require greater 
underwriting vigour, such as health 
insurance.

Changing the mind-set
“People don’t like to think about 
insurance,” said Mitsui Sumitomo 
Insurance GM of reinsurance Sachiko 
Hori. “If we could make insurance 
so available and familiar, we could 
promote it better.”

Insurance is also largely viewed 
as an expense, not an investment or 
savings. Changing this mind-set is a 
big step to helping people understand 
why insurance is needed, either in 
business or in their personal lives.

The industry also needs to be 
better in what it does and deliver 
the features that its specific target 
markets want, rather than just creat-
ing something and insisting that it is 

what the market needs, said Mr Law. 
He used Swiss Army knives as an 
example, noting that many of them 
have four features, while others go 
all the way up to 30 features. “Some 
clients don’t need 30 features. They 
just want four or five.”

Ms Tai said that as a broker, her 
job has become easier as more (re)
insurers become more specialised, 
allowing her firm to find the right 
product for their clients easily.

Facing the future: Still a lot to 
be done
The roundtable finished on a strong 
and positive note. Reinsurers today 
undoubtedly understand risk far 
better than at any time in the past. 
Equally importantly, they are in 
a far better position to model that 
risk – and that puts the industry in 
a very strong position to face the 
future with whatever headwinds it 
might bring.

There was also an acknowl-
edgement that the rise of 
insurance-linked securities (ILS) is 
a double-edged sword. While ILS 
can be seen as threat to traditional 
reinsurance capital – and capable 
of driving down rates – it can also 
be seen as a new complex financial 
instrument that can be used by 
reinsurers themselves in a bid for 
greater efficiency in their business.

But perhaps the most enlightened 
conclusion from the discussions was 
the realisation that the reinsurance 
community needs to do a better job 
in promoting itself as a vital cog 
in the vast insurance machine that 
has been constructed with the main 
aim of protecting society against 
risk – including the increasingly 
unpredictable menace of Nat CAT.

There are still protection gaps all 
over the place that need to be filled 
and this can only mean a growing – 
not diminishing – role for insurers 
and reinsurers in the years ahead.– Mr Mark Rathbone 

“That’s where I think the insurance industry can 
play a crucial role – to come in early, during the 
planning stages, and tell them ‘if you want to 
avoid these large-scale protection gaps, these are 
the things you should do’.”
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