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Confident 
about the 
future
Allianz Re marks 20 years in Asia this year, having 
greatly enhanced its value proposition to clients 
both inside and outside the Allianz group. 
By Ridwan Abbas

Much has changed since Allianz Re first set foot in 
Asia Pacific 20 years ago. Its mandate then was 
to streamline the reinsurance buying strategy for 

the Allianz group of companies in the region, leading to 
greater efficiency and lower cost for reinsurance protection. 

Today, the reinsurer has a much bigger task in provid-
ing a whole range of services to its clients, while also 
providing access to new markets and lines of business for 
the Allianz group. 

Allianz Re’s portfolio had traditionally been split 
equally between internal business ceded by Allianz 
subsidiaries and third-party business in Asia. How-
ever, since current CEO Kenrick Law joined the outfit 
five years ago, the balance has tilted much more in 
favour of external business. 

Having already rationalised the reinsurance 
strategy for the region, Allianz Re now also plays a 
crucial role in helping expand the group’s book of 
business in Asia. 

“In markets where we don’t have a direct opera-
tion, then we can use the reinsurance strategy to allow 
us to bring the business in,” said Mr Law. “For instance 
in China where we are under-represented, however, with 
strong reinsurance portfolio and strategy, it has helped 
Allianz group to achieve further diversification of the 
global portfolio.” 

And having a strong direct insurance DNA has 
actually proven useful in putting forward our reinsurance 
proposition to the market, he added. 

“The fact that we have the knowledge on the direct 
side, insurers will come to us for a range of advice from 
products, risk management, underwriting and so on. 
That is why we are doing relatively well in this part of 
the world because there are a lot of clients who are really 
looking for that kind of expertise.” 

Changing nature of risk
Looking ahead, navigating a rapidly changing risk 
landscape is both challenging and exciting for reinsurers. 
The traditional precepts of risk has altered significantly 
and reinsurance programmes would obviously have to 
reflect that. 
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Take business interruption for instance, the 
risk to companies increasingly goes beyond 
the realm of physical property damage. 
Allianz’s annual risk barometer report states 
that 50% of business interruption is now 
caused by cyber incidents, followed by fire 
and explosion at 40% and Nat CAT activity at 
38%.

So what sort of adjustment do insurers 
and reinsurers have to make to reflect 
the changing nature of risk, one which is 
increasingly dominated by cyber exposure? 
Mr Law believes that insurance products have 
to be more holistic to help mitigate various 
risk exposures, rather than just the offer of 
monetary compensation. 

“We have to look at the different elements 
of exposure when creating a product. So for 
a cyber product, we have to cater to different 
things such as recovery of data, potential 
regulatory penalties, communications support 
in terms of having to deal with media and so 
on. So having a complete understanding of 
risk is important,” he said. 

Liability in a world of machines and 
humans
The rise of connected devices is not slowing 
down anytime soon, in fact the number of 
IoT devices is expected to grow to 10bn by 
2020 and 22bn by 2025. With more connected 
devices than the number of humans in the 
world, accumulation of risk is a reality that 
insurers have to deal with. 

“A single breakdown or breach could 
potentially trigger one massive exposure 
basically,” said Mr Law. 

The issue of exposure and liability also 
extends to autonomous vehicles once they 
become more common on roads. Would a 
driver still be liable for an accident even when 
the responsibility of driving has shifted to 
autonomous car technology, and specifically 
its manufacturer? 

Mr Law cited the example of Korea 
where lawmakers have concluded that the 
responsibility will be placed on the driver for 
accidents involving Level 3 driving cars. The 
highly automated Level 3 driving means the 
driver can let go of the wheel most of the time 
although it still requires human drivers at the 
driver’s seat to be ready to take over within 
seconds. 

“So it is not just the technology itself that 
creates the exposure, you also have to look in 
terms of regulations in different territories,” 
he said. 

From risk management to risk 
prevention
Obviously, technology not only presents a 
challenge but also an opportunity for insur-
ers. For one, it can help move the discussion 
on risk further from protection to prevention. 

“For example, AI is being used to help 
locate areas which are vulnerable to bushfires 
so that’s one example of disaster prevention.”

He also expects greater utilisation of 
technology to encourage a change in people’s 
behaviour which should lead to better loss 
experience for insurers. He cited the example 
of health apps and the use of telematics 
in cars as a way of incentivising the right 
actions for policyholders. 

But could a machine ultimately do the job 
of a treaty underwriter in the near future? 

“The underlying portfolio exposure would 
be different from one treaty to another or 
one client to another, and it is dynamic 
and keeps changing. What I can foresee is 
yes a machine can do part of the job but 
it would not completely replace an under-
writer because you still need that judgement 
ultimately for a certain portfolio,” said Mr 
Law.

Reinsurance remains relevant
The reinsurance industry has had it tough 
in the last few years with thinning margins 
and excess capacity in the market. Insurance-
linked securities continue to make further 
inroads into the traditional turf of reinsurers, 
leading to more intense competition. 

However, an increasingly uncertain and 
complex risk environment would mean a 
greater need for traditional reinsurance 
support rather than less, he contends. 

“Our value proposition is to understand 
risk and try to find a way to finance it, as well 
as risk mitigation.

“Alternative capital providers still need 
somebody to help them understand the 
risk and exposure and this is where we can 
actually add value. That core value will not 
change over time although the nature itself 
will slowly evolve,” he said.
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