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FOREWORD
By Shashank Srivastava
Acting CEO of the Qatar Financial Centre Authority
(QFC Authority)
We are pleased to present the first edition of the annual ‘GCC Insurance
Barometer’ which complements the already well established annual
‘GCC Reinsurance Barometer’.
This inaugural edition is based on in-depth interviews with 20 senior
executives of regional and international insurance companies and
intermediaries operating in the region. It provides a unique overview
of the current state and near-term prospects of the US$ 15 billion GCC
insurance markets, as well as a succinct summary of key regional
insurance market data.
I hope that over time, the Barometer will contribute to significantly
enhancing the transparency of the GCC insurance marketplace
and that it will provide participants with an additional benchmark for
decision-making. The Barometer offers a comprehensive picture of
current market sentiment and will track this over time.
The first survey identifies a number of trends and developments
shared by the entire region. However, it also confirms that the six GCC
insurance markets continue to differ widely in terms of market and
regulatory dynamics.
We hope you will enjoy reading and benefit from the findings of our
first GCC Insurance Barometer.
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METHODOLOGY
Our findings are based on in-depth telephone and face-to-face interviews with executives
representing a total of 20 companies active in the Gulf region, including international and regional
insurers and intermediaries. The interviews were conducted by Dr. Schanz, Alms & Company AG,
Zurich in February and March 2012. The companies taking part in the survey were:

Al Futtaim/Orient, UAE

Marsh Middle East, UAE

Al Wathba, UAE

Oman Re, Oman

Aon Middle East, Bahrain

Oman United Insurance Company, Oman

Arab Insurance Group, Bahrain

Qatar Insurance Company, Qatar

Arabia Insurance Company, Lebanon

QBE Insurance, UAE

Bahrain National Holding, Bahrain

Saudi Re, Saudi Arabia

Bahrain Kuwait Insurance, Bahrain

SEIB Insurance and Reinsurance Company, Qatar

Cogent International, UAE

Solidarity Holding, Bahrain

Dubai Insurance Group (Dubai Holding), UAE

XL Insurance, Switzerland

Generali Middle East, UAE

Zurich Insurance Company, UAE
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SUMMARY OF
KEY FINDINGS
1. Confidence in the future of The Cooperation

4. From a line of business perspective, growth

Council for the Arab States of The Gulf (GCC)

and profitability seem to be inversely correlated.

insurance

of

Medical insurance is considered the fastest

respondents expect that premium growth will

growing line of business but is the least profitable

exceed that of the region’s gross domestic

segment of the market, while engineering is

product (GDP). Robust economic growth is

viewed the slowest growing but most profitable

anticipated to continue to be the most powerful

line of business.

sector

remains

strong.

60%

driver of insurance market growth going forward.
The GCC region’s exceptionally low insurance

5. The survey found that 60% of respondents

penetration and continued strategic investment

expect the GCC insurance market structure

in local economies are considered key long-term

to remain stable over the next two years, as

opportunities for the insurance sector.

shareholder and regulatory pressure for mergers
and acquisitions continues to be weak. 40%

2. The major weaknesses of GCC insurance

believe that markets will consolidate, with a

markets

number of smaller players disappearing.

are

perceived

to

be

insurance

regulations - viewed as inadequate by 60% of
respondents - and low levels of risk retention.

6. Some 60% of interviewees expect that foreign

Reflecting the Arab Spring, geo-political risk

insurers will gain market share over the next two

features most prominently on the list of threats

years, on the back of superior customer focus,

and challenges, followed by an uncertain global

distribution know-how and technical skills.

economic outlook.
7. Views were split 50:50 between those that
3. The Barometer found that an overwhelming

expect

number

integration in the next 12-24 months, and those

(90%)

of

respondents

consider

commercial insurance rates to be low, while just

a

that do not.

over half (58%) hold the same view for personal
lines business. The majority of respondents do not
expect further deterioration of rates over the next
two years. Profitability levels are judged slightly
more positively - with 70% and 53%, respectively,
considering them as low - suggesting that low
loss ratios continue to support the market’s
performance. The outlook for profitability is similar
to the respondents’ assessment of pricing trends
- 60% and 53%, respectively, do not expect any
major change to the status quo.
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deepening

regional

economic

“As they grow stronger, more of the larger GCC

insurance companies are expected to expand
into other MENA markets”
(Ravi Shankar, CEO, Oman United Insurance Company)
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THE GCC
INSURANCE
BAROMETER
The Barometer produces key measurements for current perceptions
of the insurance market in the Gulf region. It is intended to track these
measurements over time to monitor changes in attitudes towards the GCC
insurance market.
Key findings Premiums
Insurance to grow faster than GDP

% of respondents
60

Insurance prices are currently low
Commercial lines

90

Personal lines

58

Insurance prices to remain stable or increase
Commercial lines

70

Personal lines

75

Insurance profitability is currently low
Commercial lines

70

Personal lines

53

Insurance profitability to remain stable or improve
Commercial lines

90

Personal lines

79

Insurance markets in the GCC are to consolidate

40

Market share of foreign insurers to increase

60
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MARKET
OVERVIEW
GCC economies and insurance markets continue to grow robustly
In 2011, the six GCC countries (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and United
Arab Emirates) generated a combined estimated gross domestic product (GDP) of US$
854 billion at constant 2005 prices. This level of output ranks the GCC amongst the 20
largest economies in the world. At an inflation-adjusted growth rate of 4% per annum
between 2007 and 2011, the region’s economies grew more than twice as fast as the rest
of the world. At a 13% real annual rate of GDP growth Qatar stands out, primarily driven
by a significant expansion in the production of liquefied natural gas capacity (see chart
1). Qatar is expected to remain the region’s most vibrant economy, expanding faster
than the global average. Growth in the GCC region will continue to be underpinned
by huge hydrocarbon reserves at an estimated value of between US$ 42 trillion (at a
US$ 55 Barrel of Oil Equivalent) and US$ 72 trillion (at a US$ 95 Barrel of Oil Equivalent),
according to QFC Authority analysis of B.P. p.l.c. data.

Chart 1: Real annual GDP growth (2007-2015f)
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Insurance markets in the GCC mirror the macroeconomic dynamics of the region. For
2012, total non-life and life premium volume in the GCC is projected to reach US$ 16.4
billion. Life business grows somewhat faster than the non-life segment but continues
to be of less significance with a 13% share of the market, slightly up from 12% in 2006
(see chart 2).
Between 2006-2010, GCC insurance premiums expanded at a nominal annual rate of
19%, compared with the global average of 4%, according to QFC Authority analyses
based on Swiss Re, Central Bank of Bahrain and Business Monitor International data.
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Chart 2: GCC insurance premiums by type
(2006-2013f, in US$ billion)
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Chart 3 reveals that the UAE and Saudi Arabia still account for more than three quarters
of the region’s premium pot.

Chart 3: GCC non-life premium
split by country (2010)
Kuwait
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“The relative ease of doing
business is a fundamental
strength of the GCC region”

Sources: Swiss Re, Alpen Capital

(Andreas Bollmann, CUO, Saudi Re)
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Chart 4 provides the line of business split of GCC non-life insurance markets. Property
and accident insurance account for almost half of the premium volume, reflecting the
increasing importance of compulsory lines of business such as health insurance.

Chart 4: Non-life insurance business split (2010)
Marine and
aviation,
16%

Motor, 39%

Property &
misc accidents,
46%
Source: AXCO

Infrastructure and construction spending on a massive scale continues to be the single
biggest driver of insurance demand in the region. In Qatar alone, projects worth US$
63 billion are currently underway, with another US$ 108 billion earmarked for planned
projects. The respective investment volumes for the GCC region as a whole amount to
US$ 570 billion and US$ 815 billion, respectively (see chart 5).

Chart 5: Value of GCC projects underway by country
(January 2012, US$ Bn)
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Source: MEED Projects – January 2012

“A lack of experienced personnel is a major weakness
of the region’s insurance markets”

(Latif Al Rayes, CEO, Aon Middle East)
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Infrastructure, construction and oil & gas projects account for approximately three
quarters of currently executed and planned activities.
Another important driver of economic vibrancy and insurance demand in the GCC
is population growth, reflecting an unabated inflow of expatriates. The number of
inhabitants grew more than 15% between 2007 to 2011, to just over 45 million. Population
growth rates in the GCC are well above the global average (see chart 6). This augurs
well for the region’s economic prospects as growth in real GDP equals the growth in
employment, or more precisely, hours worked, times the growth in output per worker
hour, or productivity. The GCC region is one of the few regions in the world where
working-age populations are still growing markedly. In addition, as moves towards
deregulation and market liberalization gather pace, prospects for productivity - the
other determinant of economic growth - look increasingly favourable.

Chart 6: International comparison of population growth
in the GCC region in million and %
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“In

certain GCC countries, regulatory regimes for
domestic insurance markets are weak and sometimes
fall significantly short of norms”

(Yassir Albaharna, CEO, Arig)
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SURVEY
RESULTS
The overall perspective: Strengths, weaknesses,
opportunities and threats of the GCC insurance markets

GDP growth drives Gulf insurance markets
The interviewees perceive the region’s strong economic and associated direct insurance market growth
as the most relevant strength of the region. Growth is considered robust as global demand for oil and gas
is likely to continue to grow disproportionately under any global economic scenario. The abundance of
underwriting capacity, provided both by global reinsurers and well-capitalised domestic insurers, ranks
second. Other more frequently mentioned strengths include a relatively moderate natural catastrophe
exposure translating into comparatively low and stable loss ratios, the presence of high value insurable
assets driving commercial lines of business, the financial strength of local insurers and a young and
growing population underpinning growth in personal lines such as motor, homeowner’s property, life
and pensions (see chart 7).

Chart 7: Market strengths (no. of mentions)
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Regulatory shortcomings need to be addressed
Regulatory deficits are the most relevant perceived weakness of the GCC insurance marketplace –
including the contradiction between onshore and offshore regulation. Other frequently mentioned
weaknesses include the low retention of risk by domestic insurers - which translates into a heavy reliance
on reinsurance, a high degree of market fragmentation (i.e. a large number of relatively small players)
and a low level of insurance awareness (not least because of government’s traditional role as ultimate
absorbers of risk). In addition, a number of interviewees mention excessive competition, fuelled by
abundant reinsurance capacity, and a lack of technical expertise (see chart 8).
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“Risk awareness among individuals is still low,

also because some governments act as de
facto ‘insurers of last resort’ to families”
(Yassir Albaharna, CEO, Arig)

“Low retentions are a key weakness of the GCC insurance

market. They prevent insurers from maximizing their
potential contribution to domestic economic and social
development”

(Tayseer Treky, CEO, Oman Re)
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Chart 8: Weaknesses (no. of mentions)
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Low insurance penetration suggests major growth potential
Low penetration levels are one of the most conspicuous features of the GCC insurance market. The
average share of premiums in regional GDP is less than 1.5%, compared to 6.9% for the world as a whole.
In view of GDP per capita levels in the GCC region the potential penetration would well exceed the global
average. This major growth potential is viewed as the main market opportunity by most interviewees. The
ongoing moves towards economic diversification into trade, tourism, and financial services, rank second.
Other frequently mentioned opportunities include continued government spending on infrastructure,
additional compulsory lines of business, regional economic integration (offering a broader and deeper
insurance marketplace) and consolidation (see chart 9).

Chart 9: Opportunities (no. of mentions)
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Political risk continues to top list of challenges
Most interviewees consider political risk the most relevant threat to their operating
environment. On the one hand, these concerns relate to domestic political instability,
primarily in non-GCC countries of the MENA region. On the other hand, respondents
are concerned about a potential military confrontation between Iran and Israel, and
the uncertain implications for overall regional stability and security. The second most
frequently mentioned risk factor is the continued uncertain outlook for the global
economy and the potential adverse regional ramifications of a renewed recession in
advanced economies and/or a ‘hard landing’ of the Chinese economy.
More industry-specific challenges include a continued regulatory stagnation – such as
a failure to implement state-of-the art solvency regulations –, intensifying competition
from large foreign insurance groups, potentially dire consequences from shortcomings
in corporate risk management frameworks and a systematic underestimation of the
region’s exposure to natural disasters (see chart 10).

Chart 10: Challenges (no. of mentions)
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“Low

retention levels and limitations in corporate
governance / Enterprise Risk Management frameworks
remain key weaknesses of the GCC insurance
marketplace”
(Ashraf Bseisu, CEO, Solidarity Group Holding)
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“Risk management skills in the GCC are gradually
improving. Longer-term, this trend supports both
the client’s as well as the insurer’s profitability”

(Christian Mueller, Senior Underwriter, XL Insurance)
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MARKET STATUS
AND OUTLOOK
Low average pricing levels
reflect fierce competition
The Barometer found that 90% of interviewees
view current prices in GCC commercial lines

Chart 12: Current level of rates Personal lines

business as being below the longer-term average.
Some say that prices are ‘below technical’ levels
Average
but adequate given
low loss experience. Personal
10%
lines business is judged more favourably, with 42%
saying that rates are average or even better. Many

High
5%
Low
58%

respondents also point out that individual markets
differ largely, with the UAE rating environment
generally considered more competitive than
Saudi Arabia’s, for example. In addition, there
seems to be more scope for rate adjustments in
personal lines as compared with commercial lines.
In general, markets remain fiercely competitive
Low as
90%
reinsurance capacity continues to be available

Average
37%

in abundance and a number of local companies
engage in cash-flow underwriting - writing lossmaking business hoping to offset these losses by
investment income (charts 11 and 12).

“Additional compulsory

insurance classes (e.g.
homeowner’s property)
would represent a major
opportunity for GCC
High
5%
insurance markets
”

Chart 11: Current level of rates Commercial lines

Average
10%
Low
58%

(Yassir Albaharna, CEO, Arig)

“Major international reinsurance players

have lost interest in the UAE market due
to cut-throat competition”
Low
90%

(Omer Hassan Elamin, Senior Managing Director, Orient)
Average
37%
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Stable pricing outlook but
continued potential for
further weakening

Chart 13: Pricing outlook Commercial lines
(12-24 months)

The pricing outlook for the next 12-24 months
is

remarkably

consistent

between

commercial

and personal lines business, with 55% and 60%

Higher by more
than10%:5%

of respondents, respectively, expecting prices to

Higher by up
to10%:10%

Higher by
than10%

remain stable. Only 15% of interviewees anticipate
a hardening of rates, in both wholesale and retail
business. Those who are more bearish cite insurance
companies’ continued efforts to ‘buy market share’,
supported by abundant reinsurance capacity and

Lowe
up
10%:

Lower by
up to
10%:30%

rapidly growing primary markets, in compulsory
personal lines in particular (see charts 13 and 14).

“In light of dwindling investment
returns we are witnessing a ‘backto-technical-basics’ movement in
Higher by more
than10%:5%
the region’s insurance
industry
” by up
Higher

Flat:55%

Chart 14: Pricing outlook Personal lines
(12-24 months)
Higher by more
than10%:5%
Higher by up
to10%:10%

(Fareed Lutfi, Group Director, Insurance to10%:10%
Services,
Dubai Holding)

“Hardening

Lower by
up to
10%:30%

global reinsurance
markets offer the potential for
Flat:55% rates in
higher primary insurance
the GCC”

Lower by
up to
10%:25%

Flat:60%

(Farid Chedid, CEO, SEIB Insurance)

“The

low insurance penetration levels in the GCC are
partially attributable to rock-bottom rates. As a result, there
is a fundamental mismatch between premium volumes and
overall risk exposure”
(Farid Chedid, CEO, SEIB Insurance)
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Dwindling investment
income weighs on
profitability
The survey found that 70% and 53% of respondents
consider overall profitability in commercial and
personal lines business, respectively, to be low. This
assessment not only reflects fierce rate competition

Chart 15: Current profitability Commercial lines

but also sharply reduced investment income – a
traditionally highly important earnings pillar for
GCC insurers.
However, 30% and 47% of interviewees, respectively,

A

Average
30%
Low
70%

believe profitability to be at a five year average level.
Compared with the assessment of current rates, the
profitability picture looks brighter as most companies
still generate reasonably good underwriting results
on the back of low loss ratios (see charts 15 and 16).

Chart 16: Current profitability Personal lines

“The

main threat to the
operating stability of regional
Average
and local insurance
30% companies
is the deviation from technical
Low
70%these
underwriting which leaves
companies exposed”

Average
47%
Low
53%

(Bassam Chilmeran, GM, Al Wathba National
Insurance Company)

“Most GCC insurers continue to achieve moderate operating

margins, even though pressure from weakening rates and
increasing expenses grows”

(Ashraf Bseisu, CEO, Solidarity Group Holding)
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Cautiously optimistic outlook for profitability
As compared with the pricing outlook, market expectations concerning profitability are
cautiously more optimistic, with 30% and 26% of respondents, respectively, anticipating
an improvement over the next 12-24 months. Most frequently cited drivers include
administration cost reductions, a shift to electronic distribution and enhanced risk
management standards. 60% and 53%, respectively, do not expect major changes to
overall industry profitability (see charts 17 and 18).

Chart 17: Outlook profitability Commercial lines

Lower by
Lower by
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Chart 18: Outlook profitability Personal lines
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“It

is crucial that the indigenous insurance market
in the GCC continues to evolve in a transparent and
professional manner on the path towards a world-class
insurance marketplace”

(Robert Makhoul, CEO, Marsh Middle East)

“Corporate

clients are increasingly willing to pay for
above-average security/financial strength ratings”
(Christian Mueller, Senior Underwriter, XL Insurance)

20

GCC INSURANCE BAROMETER

Insurance penetration expected to increase
Over the next 12-24 months, 60% of the interviewees expect insurance premiums in the
GCC to grow at a faster pace than the regional GDP. This assumption is based on the
expectation that insurance penetration will rise and edge closer to levels that are more
commensurate with the GCC countries’ GDP per capita levels, which are among the
world’s highest. Less optimistic interviewees cite the dampening effects from a reduced
project flow, excessive levels of competition and a leveling off of government-induced
premium growth in compulsory lines (see chart 19).

Chart 19: Premium growth versus GDP growth

Slower than
GDP
15%
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GDP
25%

Faster than
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“GCC insurance markets are set to grow faster than the

region’s GDP as insurance awareness increases, both in
the corporate sector and with individuals”

(Robert Makhoul, CEO, Marsh Middle East)

“Given the insurance markets’ low level of penetration,

premiums are likely to continue growing faster than GDP
in the GCC region”

(Ashraf Bseisu, CEO, Solidarity Group Holding)
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“Improving Enterprise Risk Management and corporate
governance standards represent a major opportunity for
the GCC insurance market”

)Fareed Lutfi, Group Director – Insurance Services, Dubai Holding(
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PROSPECTS BY
LINES OF BUSINESS
Over the next 12-24 months, medical and health insurance is expected to be the
fastest growing line of business, fuelled by compulsory insurance requirements that
are reshaping some of the region’s non-life markets, in particular Saudi Arabia. Other
markets, like Qatar, are expected to follow suit. Motor business ranks second, another
compulsory line which also benefits from a strong influx of expatriates. Engineering
and life insurance are mentioned less frequently, driven by prospective major projects
in Saudi Arabia and Qatar, as well as rapid growth from very low levels, respectively
(see chart 20).

Chart 20: Fastest growing lines (no. of mentions)
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When asked about the laggards in terms of growth over the next 12-24 months,
Engineering was mentioned most frequently. The contradiction - that engineering
represents both fast and slow growth potential - demonstrates the diverse nature of
the GCC insurance marketplace. In the UAE in particular, engineering business has
experienced a significant slowdown. Property, General Liability and Marine Hull were
also frequently mentioned as the slowest growing lines of business. This pattern reflects
depressed rates, low awareness of insurance, and an overall economic slowdown,
respectively (see Chart 21).

23

Chart 21: Slowest growing lines (no. of mentions)
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Over the next 12-24 months, interviewees consider Engineering as the most
profitable line of business, followed by Liability, Marine Cargo and Personal
Accident (see chart 22).

Chart 22: Most profitable lines (no. of mentions)
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Medical business is considered the least profitable area, followed by Motor, primarily
because of escalating cost of treatment and insurers’ limited scope for risk selection in
these compulsory lines, respectively. Property ranks third, reflecting fierce competition
and plentiful ‘naïve’ reinsurance capacity (see Chart 23).

Chart 23: Least profitable lines of business
(no. of mentions)
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“Medical insurers exhibit relatively high retention levels.

This should provide them with a strong incentive to seek
an improved technical profitability and, therefore, higher
rates going forward”

(Andreas Bollmann, CUO, Saudi Re)

“As a largely untapped segment of the GCC insurance

market small-to medium-sized
significant opportunities”

enterprises

offer

(Khalil Eid, General Manager & SEO at QBE Insurance Europe Ltd (Dubai Branch))
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“Public-private

partnerships aimed at promoting
insurance awareness could develop into a major driver
of insurance demand in the GCC going forward”

(Fady Shammas, CEO, Arabia Insurance Company)
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KEY MARKET
TRENDS AND DRIVERS
Government action continues to be viewed as
key driver of insurance demand
Governments are expected to continue to play a key role in driving insurance demand
and awareness by implementing additional compulsory insurance schemes, launching
or supporting awareness campaigns and funding new major infrastructure projects.
Less frequently mentioned is Takaful insurance as a catalyst for broader insurance
awareness and demand by overcoming cultural and religious reservations vis-à-vis the
notion of insurance. In addition, major loss events - such as flood damage or fire losses are anticipated to promote a broader understanding of the role and potential benefits
of insurance (chart 24).

Chart 24: Drivers of insurance demand (no. of mentions)
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“Major

catastrophe losses as well as compulsory
insurance regulations have heightened insurance
awareness in the GCC countries”

(Maroun Mourad, CEO Middle East, Zurich Insurance Company)
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Insurance regulations still
considered inadequate
The Barometer found that 60% of respondents
believe

the

overall

state

of

insurance

regulations in the region to be inadequate. The
most frequently cited shortcomings include
solvency regulation which is considered less
sophisticated than the current European Union
Solvency I regime, a lack of transparency and
consultation,

and

inadequate

Chart 25: State of insurance
regulations

regulations

on insurers’ investments. A large number of
interviewees also suggest that the dichotomy

Adequate
15%

of regulations in certain jurisdictions - financial
centre regulation versus onshore domestic
market regulation - needs to be addressed.
However,

40%

of

respondents

view

Inadequate
60%

Mixed
25%

the

regulatory status quo more positively, pointing
to encouraging trends such as a significantly
enhanced regime in Saudi Arabia (see chart 25).

“Current

regulatory regimes do not
support the development of strong risk
management capabilities in the region”

(Andreas Bollmann, CUO, Saudi Re)

“The concept of the welfare state is receding in the GCC.

This development is expected to promote insurance
awareness and boost demand for insurance products”

(Tayseer Treky, CEO, Oman Re)

“Inadequate solvency margins are a major

regulatory shortcoming in the GCC insurance
markets”
(Bassam Chilmeran, GM, Al Wathba National Insurance Company)
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Natural catastrophe
exposure
underestimated
The Barometer found that 70% of interviewees
believe that levels of natural catastrophe

Chart 26: Natural
catastrophe protection

protection, both in retail and commercial
business,

are

inadequate.

Exposure

to

typhoons, floods and other natural perils tends
to be structurally underestimated, reflecting, in
particular, the absence of any major historical
loss events and a lack of quantitative analyses

Mixed
15%

covering the GCC region (chart 26).

Adequate
15%
Inadequate
70%

“In most GCC countries, there
is a trend towards improving
regulatory
standards,
for
example,
higher
capital
requirements and solvency
margins”
(Fady Shammas, CEO, Arabia Insurance

Company)

“Protection

purchased by insurers against natural
catastrophe exposure in the GCC would appear to be
inadequate, not least because of a lack of quantitative
analyses”

(Ewen McRobbie, CEO, QIC International)

“As

in other emerging insurance markets,
regulators in the GCC will have to establish an
appropriate balance between a technical and
a wider market development perspective”
(Ravi Shankar, CEO, Oman United Insurance Company)
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Political risk: Lack of awareness
Despite a heightened risk profile following the Arab Spring, awareness of political risk
and respective levels of coverage remain under-developed in the GCC. In addition,
there is still a lack of appropriate insurance solutions, except for terrorism. Therefore, the
current state of affairs reflects both demand and supply side factors (chart 27).

Chart 27: Political risk protection
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“The

Arab Spring has created new demand patterns
for insurance as interest in political risk cover has
heightened”

(Sameer Gammoh, Partner & Vice President, Cogent International)

“GCC

governments reduce their traditional role as
‘insurer of last resort’, for example in health care. This
development offers significant opportunities to the
private insurance sector”

(Sameer Gammoh, Partner & Vice President, Cogent International)

“The continued licensing of new insurance companies

could further erode technical standards in the GCC
markets”
(Fady Shammas, CEO, Arabia Insurance Company)
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Local technical skills are a key weakness
Almost unanimously, respondents believe that locally available technical skills are
inadequate, resulting in an extreme reliance on expatriate staff which most interviewees
do not consider sustainable. These deficiencies extend to all major areas of underwriting,
claims management, risk management and general management. Many respondents
say that insurers themselves are to blame for this situation as they generally fail to nurture
local talent and invest in the development of management (chart 28).

Chart 28: State of local technical skills
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“The

local talent base is there. It is our industry’s
responsibility to more effectively tap into it. We need to
address the main issues such as the relatively poor public
image of insurers, uncompetitive pay scales and a lack
of management attention to talent development”
(Ewen McRobbie, CEO, QIC International)

“Tighter

regulations would probably be the only
short-term means of driving consolidation in GCC
insurance markets”

(Latif Al Rayes, CEO, Aon Middle East)
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“Protectionist regulations and market access regimes

in some countries still prevent the development of a
more integrated GCC insurance market”

(Latif Al Rayes, CEO, Aon Middle East)

“I would expect GCC insurance markets to become more
integrated as insurers increasingly follow their clients who
expand cross-border”

(Robert Makhoul, CEO, Marsh Middle East)

“Given its similarities the future

for the GCC marketplace is to
synergize and integrate, the
insurance sector being no
exception. It will be no doubt
challenging, but, I hope, that
would be the way forward for
the sector’s development and
growth”
(George Oommen, CEO & General

Representative, MENA Region, Generali)

No immediate pressure
for consolidation

Chart 29: Market structure outlook

The survey found that 60% of respondents
do not expect the market to consolidate
over the next 12-24 months, citing the
comfortable capitalization of domestic

More
concentrated
40%

insurers and little shareholder pressure for
mergers and acquisitions. In contrast, 40%
believe that the GCC insurance market is
poised to consolidate over the next two
years as profitability challenges grow and

Stable
60%

as regulatory developments put significant
pressure on smaller market participants
(see chart 29).

“Regulatory

reforms could be an important driver for
consolidation in GCC insurance markets”

(Farid Chedid, CEO, SEIB Insurance)

Foreign competition
expected to heighten
The

Barometer

found

that

60%

Chart 30: Outlook for foreign
market share

of

respondents expect foreign insurers to
gain market share over the next two years,
pointing to their superior financial security,
technical expertise, customer focus and
distribution know-how. In addition, the

Stable
25%

growing expatriate community tends to
choose insurers from their home countries.

Lower
15%

Those that expect an erosion of foreign
insurers’

market

share

suggest

that

these companies apply more rigorous
profitability standards, making them more
inclined than their domestic counterparts
to shrink their books of business in the
currently

highly

competitive

market

environment (see chart 30).
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“Foreign insurers continue to show much appetite for the
GCC region and increasingly team up with local partners
rather than establishing a ‘green field’ presence”

(Yassir Albaharna, CEO, Arig)

Bank and broker distribution expected to
grow fastest
Bancassurance and intermediaries are expected to be the fastest growing distribution
channels over the next two years. Banks should be able to capture a disproportionate
share of rapidly growing life insurance sales whereas brokers are believed to benefit
from their superior product expertise and increasing acceptance, in commercial lines
in particular (see chart 31).

Chart 31: Fastest growing distribution channels
(no. of mentions)
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“Product innovation and a broadening and deepening

of the distribution spectrum offer major opportunities in
GCC insurance markets”

(Maroun Mourad, CEO Middle East, Zurich Insurance Company)
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“Bancassurance will continue to grow, encompassing a
wide spectrum of life and non-life businesses”

(Ravi Shankar, CEO, Oman United Insurance Company)

Takaful expected to continue to outpace
market growth
The vast majority of respondents expect the Takaful market to grow faster than the
insurance market in general. However, this assessment contrasts sharply with the
generally critical view of Takaful expressed by interviewees. Most consider the current
role and performance of Takaful insurance as disappointing, falling significantly short
of expectations. In particular, respondents said that Takaful offered few meaningful
differences to traditional insurance and failed to develop compelling business models
(see chart 32).

Chart 32: Outlook for Takaful growth
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“We

do not anticipate major changes to the GCC
insurance market structure. Most insurers have proven
resilient to the financial crisis of 2008”

(Khalil Eid, General Manager & SEO at QBE Insurance Europe Ltd (Dubai Branch))
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“Increased capital requirements, in the UAE for example,
will help M&A and create stronger companies”

(Omer Hassan Elamin, Senior Managing Director, Orient)

Mixed views on prospects for deepening
regional integration
As far as the prospects for a deeper regional integration over the next two years
are concerned, views are equally divided. The sceptics cite barriers to cross-border
trade in insurance services and the lack of the political will to push forward with
regional integration.
Those who believe that regional integration will advance over the next two years point
to political and corporate decision-makers’ determination to create a larger regional
marketplace. Integration front runners such as banks are expected to drive and
accelerate this process in the near future (see chart 33).

Chart 33: A deepening regional integration?
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It is interesting to note that, longer-term, most respondents anticipate a regional
economic and, possibly, political integration along the lines of the European Union.

“Too many players are chasing a rather limited market,
in the UAE in particular”
(Omer Hassan Elamin, Senior Managing Director, Orient)
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