
www.bintelligent.co.uk P R E C I S E .  P R O V E N .  P E R F O R M A N C E .

What is the value of a deeper understanding? 
Find us at Stand 12 at the ITC to discover the answer.

Credit insurers tell banks to
end financing gridlock

Risk Foresight

6 www.insuranceday.com|Wednesday 10 October 2012 7www.insuranceday.com| Wednesday 10 October 2012

WORLD LOSS INTELLIGENCE/POLITICAL & TRADE

IN TOMORROW’S WORLD LOSS INTELLIGENCE:
LIABILITY & SETTLEMENTS

Global Economy: IMF presents gloomier picture

JAPAN: The latest World Economic Outlook, unveiled in Tokyo ahead of the
World Bank-International Monetary Fund (IMF) annual meetings, showed the
economic picture has got gloomier in the past few months.

“Low growth and uncertainty in advanced economies are affecting emerg-
ing market and developing economies through both trade and financial chan-
nels, adding to weaknesses,” IMF chief economist, Olivier Blanchard, said.

Growth in the volume of world trade is projected to slump to 3.2% this year,
down from 5.8 % last year and 12.6% in 2010.

Anti-Japan protests: Japanese insurers stop China riots cover

CHINA: Lossesasaresultof theanti-Japanprotests inChinaoverthedisputedownershipof islandssitu-
ated between the two countries have been estimated by the General Insurance Association of Japan at
no more than ¥10bn ($127m).

Major insurers in Japan have now decided to stop selling new policies that include protection against
riots in China, reports Nikkei. Protests in China last month saw the local stores and factories of Japanese
companies vandalised. Although property insurance does not cover riot as standard, Japanese insurers
had often included the rider at no extra cost for Japanese companies in China.

Tokio Marine & Nichido Fire, Sompo Japan and Mitsui Sumitomo have stopped accepting new appli-
cations for such riders, the report claimed. Existing policyholders might also see the rates increase for
strike, riots and civil commotion (SRCC) cover, with many insurers anticipating rate increases from
their reinsurers if the primary insurer wants SRCC protection.

Retail sales: September boost following poor summer sales

UK: Late September brought a boost for UK retailers as consumers stocked up on clothing and
shoes for winter, following a slump in retail sales during the summer Olympics.

BritishRetailConsortium(BRC) figuresshowthevalueof totalretail saleswas3.4%,upyear
on year in September, following a 1.6% year-on-year rise in August.

BRC director-general, Stephen Robertson, said: ”This September’s colder conditions con-
trastsharplywiththeheatwaveayearago,givingclothingandfootwearsalesamajorboostas
shoppers stock up early on coats, boots and knitwear.”

Trade credit: Uncollectable debts rising in
North America

NORTH AMERICA: More than 5% of monies owed by customers is
written off by north American businesses as uncollectable debt,
according to the latest research from trade credit insurer Atradius.

The insurer said the figures showed the reality for UK exporters
trading with the US, Canada and Mexico.

Uncollectable debts have risen in each of the three countries – In
Canadafrom2.9%in2011to5.2%in2012; inMexicofrom4.3%in2011
to 5.2% in 2012 and in the US from 4.6% in 2011 to 5.6% in 2012.

Market update: Trade credit claims rise in 2012 following 30% jump in 2011

The trade credit and surety insurance markets have seen an increase in claims during
2012, as was expected given the economic turmoil in Europe.

Robert Nijhout, executive director of the International Credit Insurance & Surety
Association (ICISA), told Insurance Day: “We said at the beginning of the year we were
expecting claims to increase in frequency and that has been the case. Claims have also
increased in size.

“In southern Europe, we are seeing significant numbers of claims for both surety

and trade credit. Surety claims in particular are driven by the construction sector,”
he said.

Data is not yet available to show the extent of the claims increase this year.Trade credit
claims rose by close to 30% in 2011, reaching €2.6bn ($3.36bn), compared with more than
€2bn in 2010. This is still a significant reduction on the peak years of the crisis – 2008 and
2009 – when trade credit claims totalled €4.46bn and €4.53bn for the respective years.

Net surety claims totalled €727m in 2011, up from €426m the previous year.
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Graph 2: Trade credit insurance claims ratio, 2001/2011 (%)
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Graph 4: Surety claims ratio, 2002/2011 (%)
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Role of brokers inmarket
modernisation should
not be underestimated

T he London market’s
ability to interpret and
“mine” quality data from
a host of emerging infor-

mation sources will be vital to its
future growth prospects in new
territories and business segments,
keynote speaker John Hennessy
told delegates as he opened the
Insurance Day-and ACORD-hosted
two-day Insurance Technology
Congress (ITC) in the City.

New technology has an impor-

tant role to play in enabling
carrier growth, Hennessy, the
chief executive of CNA Europe,
told ITC attendees, as he high-
lighted the “tremendous progress”
market practitioners have made
in the mobile technology arena
over the past year through their
increasing use of tablet devices
with 3G capabilities.

“Instantaneous decision-making
is now available to us and that
has never been the case before
in our industry,” Hennessy said,
extolling the opportunities made
available by recent developments
in technology.

However, Hennessy warned it
will be the quality of data available

CNA’sJohnHennessyopens
2012InsuranceTechnology
Congressbyhighlighting
importanceofqualitydata

Ability to interpret
data will be vital
to London’s
future growth

See John Hennessy’s ITC keynote speech online now at http://www.youtube.com/watch?v=1VHBluROUsM&feature=youtu.be

Greg Dobie
Managing editor

Brokers’ role in ensuring London’s modernisation
efforts are successful should not be underestimated
as the focus turns towards electronic support of the
front-endprocess,Lloyd’sMarketAssociation(LMA)
chiefexecutive,DavidGittings,saidattheInsurance
Technology Congress (ITC), writes Greg Dobie.

After spending a decade striving to improve its
back-office efficiencies through initiatives such as
electronic claims filing (ECF) and e-accounting,
London’s insurance sector is now beginning its
“first tentative steps” towards supporting full elec-
tronic placement, Gittings said.

And while he said he does not envisage a point at
which face-to-face trading in the sector will come to
an end, he did stress there will soon be a time when
there is much greater electronic support for the
placing process than is the case at present.

Anumberofthesessionsontheopeningdayofthe
ITC suggested there should be an increasing focus
on the needs of the London market’s customer base
if the sector is to retain its competitive edge. Gittings
said he “rarely heard people talking about customer
satisfaction in this industry, even though this is
considered vital in most other sectors”.

After suggesting ECF and the claims transforma-
tion project had led to a significantly more efficient
claims-handing process in London, he said consul-
tancy Gracechurch has produced some interesting
observations regarding customer satisfaction in the
London market.

“This research discovered while underwriters
measure their own performance according to such
thingsastechnicalskillsandnumbers,brokersrank
underwriters according to their service,” he said.

He concluded the market modernisation effort
wasjustoneofanumberofissueschiefexecutivesare
havingtodealwithinthechallengingenvironmentat
present. “You can also throw into this mix regulatory
pressures such as the demands of Solvency II and the
need to improve management information,” he said.
“On top of these, there is also increasing pressure
fromshareholdersandratingagenciesforbetterand
better returns of capital, driving a need for a reduc-
tioninthecostofdoingbusiness.”

“[I have] rarely heard people 
talking about customer 
satisfaction in this industry, 
even though this is considered 
vital in most other sectors”

David Gittings
Lloyd’s Market Association
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Service providers needmore guidance on governance, Londonmarketwarned
The London market needs to give
its IT vendors a clearer idea of
the governance and assurance
protocols it needs in the absence
of a regulator for such service
providers, delegates at this year’s
Insurance Technology Congress
were told, writes Richard Banks.

Robin Merttens, marketplace
director at Qatarlyst, said the
insurance industry had embarked
on a well-trodden path of gradually

Merttens(secondleft)andthe
otherInsuranceTechnology
Congresspanellistsdiscuss
Londonmarket integration

that will ultimately represent the
“lifeblood of long-term profit-
ability” for companies.

“Quality data is what we abso-
lutely have to have if we are going
to be able to sustain profitability in
the long run and more and more
relevant information is the cousin
of that, actually,” he said. “We need
to continue to be able to mine more
and more data if we are going to
grow our business in some of the
new emerging territories and in
some of the new segments we want
to grow in.”

Examples of business lines
where mining of data would
enhance future prospects included
medical malpractice, life science

and energy business, he said. “If we
are not able to continue to pull data
and pull information forward, it
will slow our abilities to service
these emerging industries,” Hen-
nessy added.

Hennessy also mentioned the
increasing number of restrictions
being applied to elements of data
owing to privacy concerns.

“We understand the need for
privacy but another element has to
be balanced and that is the fact we
need to take a stake in shaping
the debate, so as decisions get
made about privacy, our need for
information that takes businesses
forward is also part of that conver-
sation,” he concluded.

Insurancemarket
prepared to take over
cost of modernisation
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London’s insurance community is
moving into a position where it is
prepared to take over the cost of
running and operating centralised
modernisation and technology
projects that for the past 10 years
have been the domain of entrepre-
neurs and venture capital, dele-
gates at this year’s Insurance
Technology Congress heard, writes
Richard Banks.

During a session on London
market modernisation, panellists
were asked whether organisations
such as Lloyd’s and the Inter-
national Underwriting Association
should lobby government for tax
relief for companies that partici-
pate in centralised projects and
innovation for London.

Robin Merttens, marketplace
director at Qatarlyst, told the audi-
ence for the past couple of years the
impression was the industry had
been happy to let entrepreneurs
and venture capital spend its
money in this arena, but the situa-
tion had changed today.

“We’ve reached the stage where
the industry is preparing to take
over the cost of running and oper-
ating these central modernisation
and development technologies,”
Merttens said.

He described Qatarlyst, which is
owned by the government of Qatar,
asaspecialcase,addingitwouldnot
beintheUK’s interest toprovidetax
relief to another government. But
he insisted: “The sense the industry
needs to take some responsibility
for this now the entrepreneur stage
isoverisclear. If theindustrywants
these technologies, it needs to take
responsibilityforthem.”

And he questioned whether lack
of progress is the result of lack of
money or because of a lack of will.

“I personally don’t feel money, subsidies or
financial help are the barriers now. It’s much more

to do with energy, commitment, responsibility
and incentive to get this stuff done, rather than

seeing it as somebody else’s responsibility”

Robin Merttens
Qatarlyst

“I personally don’t feel money,
subsidies or financial help are
the barriers now,” he said. “It’s
much more to do with energy,
commitment, responsibility and
incentive to get this stuff done,
rather than seeing it as somebody
else’s responsibility.”

Colin Grint, strategy director at

Marsh, agreed, telling delegates: “If
we all achieve what is all in our
heads in respect of what moderni-
sation could and should look like, I
don’t think remuneration is going
to be an issue. It’s creating a tipping
point and getting the liquidity
through organisation and actually
mappingthatoutinatangibleway.”

embracing communal processes
and standards, but he insisted the
providers of those services needed
more detailed guidance on the gov-
ernance required.

During a panel session discuss-
ing London market integration,
Merttens said the journey will
end with companies focusing
more on how they use data and less
on the technology and services
they trade on.

“To do that, you have got to give
your customers a serious amount
of comfort and assurance shared
technology is properly governed
and managed and be something
that will look after their data
properly,” Merttens said, adding:
“If you are a provider of this,
then frankly you are getting
ready for the industry to tell you
exactly what governance and
assurance you need. We have been

undertaking that process for more
than a year.

“I have no regulator so, ulti-
mately, I am waiting for the indus-
try to tell us what governance they
want and we’re ready to impose it.”

According to Marsh strategy
director, Colin Grint, London’s
The Message Exchange Ltd
(TMEL) gives a great example of
goodgovernance.

Speaking on the same panel, he

said: “You have got a fantastic
model in TMEL. Incorporating
TMEL and contracting in IBM gives
everyone a voice, so there is noth-
ing going on in the shadows people
shouldbeafraidof.

“You can discuss cost in an
equitable fashion and the board
has a real responsibility to make
sure it functions properly. That is
something that, whatever the mar-
ket decides to do, needs to exist.”

MoreITChighlights
Lloyd’s Martin Taylor explains
what Project Darwin is
http://www.youtube.com/watch?v=
6Y4jSIueI0E&feature=youtu.be

See the London market
modernisation panel discussion

Part 1
http://www.youtube.com/watch?v=
9v0ykAdA9tw&feature=youtu.be

Part 2
http://www.youtube.com/watch?v=
5YR40npzdxE&feature=youtu.be
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Role of brokers inmarket
modernisation should
not be underestimated

T he London market’s
ability to interpret and
“mine” quality data from
a host of emerging infor-

mation sources will be vital to its
future growth prospects in new
territories and business segments,
keynote speaker John Hennessy
told delegates as he opened the
Insurance Day-and ACORD-hosted
two-day Insurance Technology
Congress (ITC) in the City.

New technology has an impor-

tant role to play in enabling
carrier growth, Hennessy, the
chief executive of CNA Europe,
told ITC attendees, as he high-
lighted the “tremendous progress”
market practitioners have made
in the mobile technology arena
over the past year through their
increasing use of tablet devices
with 3G capabilities.

“Instantaneous decision-making
is now available to us and that
has never been the case before
in our industry,” Hennessy said,
extolling the opportunities made
available by recent developments
in technology.

However, Hennessy warned it
will be the quality of data available

CNA’sJohnHennessyopens
2012InsuranceTechnology
Congressbyhighlighting
importanceofqualitydata

Ability to interpret
data will be vital
to London’s
future growth

See John Hennessy’s ITC keynote speech online now at http://www.youtube.com/watch?v=1VHBluROUsM&feature=youtu.be

Greg Dobie
Managing editor

Brokers’ role in ensuring London’s modernisation
efforts are successful should not be underestimated
as the focus turns towards electronic support of the
front-endprocess,Lloyd’sMarketAssociation(LMA)
chiefexecutive,DavidGittings,saidattheInsurance
Technology Congress (ITC), writes Greg Dobie.

After spending a decade striving to improve its
back-office efficiencies through initiatives such as
electronic claims filing (ECF) and e-accounting,
London’s insurance sector is now beginning its
“first tentative steps” towards supporting full elec-
tronic placement, Gittings said.

And while he said he does not envisage a point at
which face-to-face trading in the sector will come to
an end, he did stress there will soon be a time when
there is much greater electronic support for the
placing process than is the case at present.

Anumberofthesessionsontheopeningdayofthe
ITC suggested there should be an increasing focus
on the needs of the London market’s customer base
if the sector is to retain its competitive edge. Gittings
said he “rarely heard people talking about customer
satisfaction in this industry, even though this is
considered vital in most other sectors”.

After suggesting ECF and the claims transforma-
tion project had led to a significantly more efficient
claims-handing process in London, he said consul-
tancy Gracechurch has produced some interesting
observations regarding customer satisfaction in the
London market.

“This research discovered while underwriters
measure their own performance according to such
thingsastechnicalskillsandnumbers,brokersrank
underwriters according to their service,” he said.

He concluded the market modernisation effort
wasjustoneofanumberofissueschiefexecutivesare
havingtodealwithinthechallengingenvironmentat
present. “You can also throw into this mix regulatory
pressures such as the demands of Solvency II and the
need to improve management information,” he said.
“On top of these, there is also increasing pressure
fromshareholdersandratingagenciesforbetterand
better returns of capital, driving a need for a reduc-
tioninthecostofdoingbusiness.”

“[I have] rarely heard people 
talking about customer 
satisfaction in this industry, 
even though this is considered 
vital in most other sectors”

David Gittings
Lloyd’s Market Association

3

TECHNOLOGYFOCUS:ITCSPECIAL
www.insuranceday.com|Wednesday 10 October 2012

Service providers needmore guidance on governance, Londonmarketwarned
The London market needs to give
its IT vendors a clearer idea of
the governance and assurance
protocols it needs in the absence
of a regulator for such service
providers, delegates at this year’s
Insurance Technology Congress
were told, writes Richard Banks.

Robin Merttens, marketplace
director at Qatarlyst, said the
insurance industry had embarked
on a well-trodden path of gradually

Merttens(secondleft)andthe
otherInsuranceTechnology
Congresspanellistsdiscuss
Londonmarket integration

that will ultimately represent the
“lifeblood of long-term profit-
ability” for companies.

“Quality data is what we abso-
lutely have to have if we are going
to be able to sustain profitability in
the long run and more and more
relevant information is the cousin
of that, actually,” he said. “We need
to continue to be able to mine more
and more data if we are going to
grow our business in some of the
new emerging territories and in
some of the new segments we want
to grow in.”

Examples of business lines
where mining of data would
enhance future prospects included
medical malpractice, life science

and energy business, he said. “If we
are not able to continue to pull data
and pull information forward, it
will slow our abilities to service
these emerging industries,” Hen-
nessy added.

Hennessy also mentioned the
increasing number of restrictions
being applied to elements of data
owing to privacy concerns.

“We understand the need for
privacy but another element has to
be balanced and that is the fact we
need to take a stake in shaping
the debate, so as decisions get
made about privacy, our need for
information that takes businesses
forward is also part of that conver-
sation,” he concluded.

Insurancemarket
prepared to take over
cost of modernisation
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London’s insurance community is
moving into a position where it is
prepared to take over the cost of
running and operating centralised
modernisation and technology
projects that for the past 10 years
have been the domain of entrepre-
neurs and venture capital, dele-
gates at this year’s Insurance
Technology Congress heard, writes
Richard Banks.

During a session on London
market modernisation, panellists
were asked whether organisations
such as Lloyd’s and the Inter-
national Underwriting Association
should lobby government for tax
relief for companies that partici-
pate in centralised projects and
innovation for London.

Robin Merttens, marketplace
director at Qatarlyst, told the audi-
ence for the past couple of years the
impression was the industry had
been happy to let entrepreneurs
and venture capital spend its
money in this arena, but the situa-
tion had changed today.

“We’ve reached the stage where
the industry is preparing to take
over the cost of running and oper-
ating these central modernisation
and development technologies,”
Merttens said.

He described Qatarlyst, which is
owned by the government of Qatar,
asaspecialcase,addingitwouldnot
beintheUK’s interest toprovidetax
relief to another government. But
he insisted: “The sense the industry
needs to take some responsibility
for this now the entrepreneur stage
isoverisclear. If theindustrywants
these technologies, it needs to take
responsibilityforthem.”

And he questioned whether lack
of progress is the result of lack of
money or because of a lack of will.

“I personally don’t feel money, subsidies or
financial help are the barriers now. It’s much more

to do with energy, commitment, responsibility
and incentive to get this stuff done, rather than

seeing it as somebody else’s responsibility”

Robin Merttens
Qatarlyst

“I personally don’t feel money,
subsidies or financial help are
the barriers now,” he said. “It’s
much more to do with energy,
commitment, responsibility and
incentive to get this stuff done,
rather than seeing it as somebody
else’s responsibility.”

Colin Grint, strategy director at

Marsh, agreed, telling delegates: “If
we all achieve what is all in our
heads in respect of what moderni-
sation could and should look like, I
don’t think remuneration is going
to be an issue. It’s creating a tipping
point and getting the liquidity
through organisation and actually
mappingthatoutinatangibleway.”

embracing communal processes
and standards, but he insisted the
providers of those services needed
more detailed guidance on the gov-
ernance required.

During a panel session discuss-
ing London market integration,
Merttens said the journey will
end with companies focusing
more on how they use data and less
on the technology and services
they trade on.

“To do that, you have got to give
your customers a serious amount
of comfort and assurance shared
technology is properly governed
and managed and be something
that will look after their data
properly,” Merttens said, adding:
“If you are a provider of this,
then frankly you are getting
ready for the industry to tell you
exactly what governance and
assurance you need. We have been

undertaking that process for more
than a year.

“I have no regulator so, ulti-
mately, I am waiting for the indus-
try to tell us what governance they
want and we’re ready to impose it.”

According to Marsh strategy
director, Colin Grint, London’s
The Message Exchange Ltd
(TMEL) gives a great example of
goodgovernance.

Speaking on the same panel, he

said: “You have got a fantastic
model in TMEL. Incorporating
TMEL and contracting in IBM gives
everyone a voice, so there is noth-
ing going on in the shadows people
shouldbeafraidof.

“You can discuss cost in an
equitable fashion and the board
has a real responsibility to make
sure it functions properly. That is
something that, whatever the mar-
ket decides to do, needs to exist.”

MoreITChighlights
Lloyd’s Martin Taylor explains
what Project Darwin is
http://www.youtube.com/watch?v=
6Y4jSIueI0E&feature=youtu.be

See the London market
modernisation panel discussion

Part 1
http://www.youtube.com/watch?v=
9v0ykAdA9tw&feature=youtu.be

Part 2
http://www.youtube.com/watch?v=
5YR40npzdxE&feature=youtu.be
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Darwin one of themost complex
transformations Lloyd’s has seen

P roject Darwin is one of
the most complex trans-
formationprojectsLloyd’s
has ever attempted, the

Insurance Technology Congress
(ITC) was told, with the market
warneditmustactontheproposals
or risk failing to meet the chal-
lenges that lie ahead.

Martin Taylor, programme
director at Lloyd’s, told delegates
Lloyd’s “is not in clear and present
danger”, nor does the market have
to implement these wide-ranging
changes immediately, although
acting sooner will leave it far
less constrained.

There has been much specula-
tion as to what Project Darwin
actually entails; Taylor said
Darwin is less a product than a
process – “it is a process to an end
state”, he said.

Hecontinued:“[Darwinis]about
getting the governance right and
focusing on those core foundation
changes and doing them safely; it’s
about delivering the capability and
process model for the market that
will standit ingoodsteadandmeet-
ing its challenges.”

It is not, however, a radical over-
hauloftheend-to-endprocessfrom
the broker to the back office,
because the historical landscape
“is littered with the carcasses of

projects that have attempted that”,
Taylor said, adding: “Some might
also say it’s littered with the car-
casses of Lloyd’s executives who
have attempted that.”

Darwin deals with post-bind
processes, not pre-bind, although
Taylor said it is not a precise and
clean division, as there are some
areas where the exact definitions
needtobeconsidered, inparticular
those involving some of the Lon-
don Market Group’s ongoing initia-
tives, such as e-accounting and
Electronic Claims File 2.

“It’s really about focusing on the
Xchanging Insurance Services
back office and, in particular, the
platforms at the heart of it that are

inhibiting what we do. It is also
about governance – it is about
putting the customer at the centre
of this process and at the centre of
this project.”

ButProjectDarwinisnota quick-
fix solution to the market’s future
challenges.“I thinkitwouldbesim-
plistically naive just to change the
hardware and software and
assume everything will be okay,”
Taylor said.

“We really need to sit and engage
with the market carefully about
what it isyouwantsoweget itright,
sowhenweget thatbusinessmodel
designed, it can properly inform
the technical design.”

Ahead of the ITC, Luke Savage,
Lloyd’s director of finance, risk
management and operations, told
Insurance Day at its heart Project
Darwin is concerned with “re-plat-
forming, where necessary, the
technology to provide future flexi-
bility [for the London market], but
doing it in a way that doesn’t desta-
bilise or put at risk the present day-
to-day operations”.

He added: “[It’s] about trying to
work out which bits of the IT plat-
form need to be replaced and how
can we go about that in a way to
deliver the flexibility for processes
to evolve and become better down
the line to meet the changing needs
of the market, but to do that in a
way that recognises the existing
systems are at the core of the day-
to-day business, so what we can’t
afford to do is jeopardise the day-
to-day running of the market.”

Christopher Munro
Senior reporter

Lloyd’sMartinTaylor
describedProjectDarwin
as aprocesstoanend state

Marketmust simplify communication aroundmodernisation
to convince sceptics
London’s market groups must sim-
plify their communication relating
to their market modernisation
efforts to convince sceptical stake-
holders process change can deliver
improvements, delegates heard
during the opening day of the
Insurance Technology Congress
(ITC), writes Greg Dobie.

Speaking during a CSC-hosted
discussion examining ongoing
London reform initiatives, a panel
of industry executives concluded
there are still a number of barriers
tochangeinthemarketthatneedto
be overcome.

Stephen Riley, chairman of the
London Market Group, conceded

change at a market level was not an
easy thing to achieve. “We are talk-
ing about at least 100 carriers in the
market and at least 150 significant
brokers,” he said.

“Theseinclude10to20verylarge
organisations with activities all
over the world, most of which are
fervently competing with each
other every day of the week.

“It isnotalwayseasytotakethem
out of their day jobs and get them to
focus on activities we think will
make a significant difference to
our lives, reduce costs and make
the client experience better,”
he added.

Riley said there is a “very

complicated” network of market
committees sitting around the
modernisation programmes “in
three or four different constituen-
cies and that needs to be simpli-
fied”. There is a relatively “small
gene pool”, he continued, most of
whom he said were in attendance
at the ITC, who are contributing to
market modernisation work.

“I think we need to find a way of
harnessing that activity more
effectively, while also making sure
our various constituencies remain
engaged and are communicating
with us as effectively as possible.

“That is how we will get some of
this embedded and how we will

convince people there will be
improvements from the changes
we would like to make,” he added.

Head of market processes at
the Lloyd’s Market Association,
Rob Gillies, agreed achieving
consensus across the stakeholder
landscape is difficult, with there
being a constant need to get
people “onside”.

“Business case is another real
challengetodrivingthemarketfor-
ward,” he added.

“Many times on market-level
projects it has been said it is almost
impossible to draw up a business
case that would be credible to indi-
vidual businesses.”

Xchanging praised for attitude to
Project Darwin
Lloyd’s wants to work with Xchang-
ing and other service providers
through the process of implement-
ing Project Darwin, the market’s
programmedirector,MartinTaylor,
told the Insurance Technology Con-
gress,writesChristopherMunro.

“Xchanging over the past six to
nine months has really upped its
game and I applaud it for that. It
has really looked to turn it around
and got itself going quite well,” he
said. Taylor praised the important
role the services company is play-

ing in Project Darwin and said
Lloyd’s wants to work with
Xchanging as it puts together the
consortium to help achieve the
goals of Project Darwin.

Taylor’s support for Xchanging
marks a significant shift in percep-
tions of the service provider. Two
years ago, then-chairman of LMG,
Barnabas Hurst-Bannister, told the
InsuranceDayTechnologyForum’s
audience his organisation’s rela-
tionship with Xchanging was “not
asfunctionalas itneedstobe”.

“It is not always easy to
take them out of their
day jobs and get them to
focus on activities we
think will make a
significant difference to
our lives , reduce costs
and make the client
experience better”

Stephen Riley
London Market Group 
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Credit insurers call for banks to ‘behave
as they should’ to end financing gridlock

A n end must be found to
the economic gridlock
caused by a lack of
bank financing in major

economies, trade credit insurers
have warned, amid worsening glo-
bal economic growth forecasts and
lower trade volumes.

Robert Nijhout, executive direc-
tor of the International Credit
Insurance & Surety Association
(ICISA), told Insurance Day the lack
of bank financing has led to lower
trade volumes, which in turn have
seen demand fall for trade credit
and surety products.

“Demand is lower and there is
more competition rather than less,
putting downward pres-
sure on prices. Re-
insurersstillseethe
market as very
soft, as there is
more capacity
than they can
place,”hesaid.

“The fall in
demand is a
reflection of lower
trade volumes and
lower bank financing. The
lack of bank financing is at the core
of the matter as far as we are con-
cerned – banks are not providing
sufficient finance for businesses
in general.

“Wewouldliketoseeanexitfrom
this gridlock of a lack of financing
and see banks behaving as they
should. Somebody somewhere has
to do something. We’ve had some
positive discussions with banks –
they have their own issues with
Basel IIandBasel III,”hesaid.

He said ICISA members have
continued to feel the effects of
tough economic conditions this
year, particularly in southern
Europe. “In southern Europe, we
are seeing significant numbers of
claims for both surety and trade
credit. Surety claims in particular
are driven by the construction sec-
tor,” he said.

“Generally, the combined ratio
for the credit insurance sector
remainsbelow50%.Somemembers
had more than 100% in Spain last

year, but for others the combined
ratio for Spain was 60% or 40% – it
justdependsontheexposures.”

He said trade credit insurers had
not walked away from the coun-
tries most badly affected by eco-
nomic turmoil.

“We are still writing in Greece.
Exports to Greece are still being
insured domestically. We have not
ever gone off cover in Greece,” he
said. “Portugal has seen severe
downgrades from rating agencies,
but there is still a risk appetite and
willingness to insure. Most south-
ern European countries have
implemented measures that give
confidence of a good outcome. You
need a good economic setting for
any company to flourish.”

He said growth is coming from
outside Europe, in regions where
the economy is showing greater
health. “Asia is growing faster than
we thought a year ago. For surety,
Latin America is the largest growth
market.Suretyisregulatedandleg-
islated nationally. In Latin Amer-
ica, most countries have surety
legislation,” he said.

Nijhout said Asian markets
showing growth include larger
economies such as China, Vietnam,
Singapore, South Korea and
Japan,aswellasmarkets lessdevel-
oped for trade credit, such as Laos
and Burma.

“As these countries open up
more, trade credit insurance will
be quick to follow,” he said.

Brazil remains the largest driver
of growth in Latin America. “Chile
has always been a good per-
former,” Nijhout said. “Countries
such as Peru and Colombia are also
showing excellent results.”

For the year ahead, Nijhout said
Solvency II is still a concern among
ICISA members. “We are much
closer now to an arrangement in
line with we would want to see,
but Solvency II is still subject to
decisions outside our control.
Uncertainty is the issue at the
moment. Accounting standards
seem to be going in line with the
way we would like.

“There are new communications
on marketable risks coming into
force on January 1. We have
put forward our thoughts to the
European Commission, which
have been very well received,”
he added.n

ICISApoints fingeratbankingsector’s failureto
extendcreditasmajorobstacle toeconomicgrowth

Source: International Credit Insurance & Surety Association

Scott Vincent
Deputy editor

“The fall in demand is a
reflection of lower trade
volumes and lower bank
financing. The lack of
bank financing is at the
core of the matter as far
as we are concerned –
banks are not providing
sufficient finance for
businesses in general.
We would like to see an
exit from this gridlock
of a lack of financing
and see banks behaving
as they should”

Robert Nijhout
ICISA

50%
Combined ratio
of general credit
insurance sector,
according to
Nijhout
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Market update: Trade credit claims rise in 2012 following 30% jump in 2011

The trade credit and surety insurance markets have seen an increase in claims during
2012, as was expected given the economic turmoil in Europe.

Robert Nijhout, executive director of the International Credit Insurance & Surety
Association (ICISA), told Insurance Day: “We said at the beginning of the year we were
expecting claims to increase in frequency and that has been the case. Claims have also
increased in size.

“In southern Europe, we are seeing significant numbers of claims for both surety

and trade credit. Surety claims in particular are driven by the construction sector,”
he said.

Data is not yet available to show the extent of the claims increase this year.Trade credit
claims rose by close to 30% in 2011, reaching €2.6bn ($3.36bn), compared with more than
€2bn in 2010. This is still a significant reduction on the peak years of the crisis – 2008 and
2009 – when trade credit claims totalled €4.46bn and €4.53bn for the respective years.

Net surety claims totalled €727m in 2011, up from €426m the previous year.

Graph 1: Net claims for trade credit insurance, 2001/2011 (€ bn)
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Graph 3: Net claims for surety, 2002/2011 (€000m’s)
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Graph 2: Trade credit insurance claims ratio, 2001/2011 (%)
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Graph 4: Surety claims ratio, 2002/2011 (%)
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Source ICISA:

30%
Rise in trade
credit claims
in 2011

€2.6bn
Total trade
credit claims
in 2011

€4.53bn
Total trade
credit claims

in 2009

€727m
Total net

surety claims
in 2011

“We said at the beginning of the year we were expecting
claims to increase in frequency and that has been the case.
Claims have also increased in size” 

Robert Nijhout
ICISA 
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Global economy: IMF presents gloomier picture

JAPAN: The latest world economic outlook, unveiled in Tokyo ahead of the
World Bank-International Monetary Fund (IMF) annual meetings, showed the
economic picture has got gloomier in the past few months.

“Low growth and uncertainty in advanced economies are affecting emerg-
ing market and developing economies through both trade and financial chan-
nels, adding to weaknesses,” IMF chief economist, Olivier Blanchard, said.

Growth in the volume of world trade is projected to slump to 3.2% this year,
down from 5.8 % last year and 12.6% in 2010.

Anti-Japan protests: Japanese insurers stop China riots cover

CHINA: Lossesasaresultof theanti-Japanprotests inChinaoverthedisputedownershipof islandssitu-
ated between the two countries have been estimated by the General Insurance Association of Japan at
no more than ¥10bn ($127m).

Major insurers in Japan have now decided to stop selling new policies that include protection against
riots in China, reports Nikkei. Protests in China last month saw the local stores and factories of Japanese
companies vandalised. Although property insurance does not cover riot as standard, Japanese insurers
had often included the rider at no extra cost for Japanese companies in China.

Tokio Marine & Nichido Fire, Sompo Japan and Mitsui Sumitomo have stopped accepting new appli-
cations for such riders, the report claimed. Existing policyholders might also see the rates increase for
strike, riots and civil commotion (SRCC) cover, with many insurers anticipating rate increases from
their reinsurers if the primary insurer wants SRCC protection.

Retail sales: September boost following poor summer sales

UK: Late September brought a boost for UK retailers as consumers stocked up on clothing and
shoes for winter, following a slump in retail sales during the summer Olympics.

British Retail Consortium (BRC) figures show the value of total retail sales was 3.4% up year
on year in September, following a 1.6% year-on-year rise in August.

BRC director-general, Stephen Robertson, said: “This September’s colder conditions con-
trastsharplywiththeheatwaveayearago,givingclothingandfootwearsalesamajorboostas
shoppers stock up early on coats, boots and knitwear.”

Trade credit: Uncollectable debts rising in
North America
NORTH AMERICA: More than 5% of monies owed by customers is
written off by North American businesses as uncollectable debt,
according to the latest research from trade credit insurer Atradius.

The insurer said the figures showed the reality for UK exporters
trading with the US, Canada and Mexico.

Uncollectable debts have risen in each of the three countries – in
Canadafrom2.9%in2011to5.2%in2012; inMexicofrom4.3%in2011
to 5.2% in 2012 and in the US from 4.6% in 2011 to 5.6% in 2012.

3.4%
Rise in UK retail
sales in September
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Chávez win – free rein to consolidate
‘Socialism of the 21st century’

O n October 7, Hugo
Chávez was re-elected
president of Chile after
defeating opposition

candidate, Henrique Capriles, with
54.2% of the vote.

Chávez’s re-election has several
implications for companies with
an interest in Venezuela. The
president has used each of his
electoral victories since 1998 to
strengthen his control over all
state’s institutions, media and key
economic sectors. There will be no
exception this time.

The magnitude of this victory, a
9.45% margin of victory with an
81% turnout, has given the presi-
dent free rein to consolidate the
so-called “Socialism of the 21st
Century”. This is likely to translate
into greater economic interven-
tionism and an even deeper
dependence on the oil sector, mak-
ing Venezuela more vulnerable to
fluctuations in the price of oil.

Capital flight
Chávez’s victory is likely to exacer-
bate capital flight, pressuring the
depreciation of the local currency
intheblackmarketandcausingthe
government to enforce exchange
controls more strictly. Businesses
requiring hard currency to source
imports or repatriate profits
already face a myriad of bureau-
cratic procedures in Venezuela,
with disbursement often taking
months and allocation often made
on a political basis. Such bureau-
cratic procedures and delays are
likely to intensify over the three-
month outlook.

On the one hand, demand for
dollars is rapidly rising. Imports
rose 20% year on year during the
first half of 2012 to close to $27.1bn.
On the other, there are fewer

dollars available to meet the
economy’s demand. International
reserves fell to a five-year low of
$25.2bn in September 2011. Only
$2bn of such reserves are liquid
(the rest is held in gold), represent-
ing less than one month of imports.

Companies that operate in the
country are likely to encounter
greater difficulties obtaining hard
currency from the foreign cur-
rency administrator, the Comisión
de Administración de Divisas
(Cadivi), and the Central Bank of
Venezuela’s Sitme trading system.
These are likely to include longer
delays to obtain foreign currency
and more obstacles to importing
certain products. For example, in
August, Cadivi removed several
items imported by the pharmaceu-
tical industry from its foreign cur-
rency allocation priority status list.

Monetary scenario
A devaluation is likely late this year
or early next year. This is likely to
hurt companies unable to repatri-
ate profits but easing non-payment
risks related to state-owned oil
company Petróleos de Venezuela
SA (PDVSA). The government was
reticent to devalue the official
exchange rate during the electoral
campaign, as such a move would
have increased inflation sub-
stantially, damaging Chávez’s re-
election bid. However, a high fiscal
deficit, which is projected to reach
16% of GDP this year, makes it
likely the government will now
choose to devalue the bolivar. In
addition, there is a big discrepancy
between the official and black
market exchange rate. As of
October 8, the parallel black
market exchange rate shows the
bolivar trading at Bolivar12.29 per
US dollar, compared to the official
Bolivar4.3 per dollar rate.

The big losers in a devaluation
are likely to be multinationals
that operate in the country, as
they will see their local currency
profits lose value. The main bene-

asked for a commission to speed
up the payment.

Key sector implications
Keyindustriessuchascement,steel,
gold mining and electricity are
already firmly under state control.
Future expropriation rhetoric will
concernalleconomicsectorsbutthe
government is now concentrated
on targeting producers and distrib-
utors of food, construction firms,
companies involved in housing
projects and industrial complexes
whose structures could be used for
housing. We assess, owing to ideol-
ogy, the government would rather
expropriate firms operating in such
sectorsratherthancollaboratewith
the private sector. This is particu-
larly likely in sectors that affect the
government’s ability to address
foodandhousingshortages.

The nationalisation of the oil
industry was completed in 2007.
Thegovernment isnowawareof its
need to work with foreign inves-
tors because of a lack of technical
know-how, stagnating production
levelsandrecurrentaccidentsatoil
sites.However,weexpectPDVSAto
continue pressuring joint-venture
partners at the Orinoco Oil Belt into
financing part of its stake. Italian
firm ENI, which partners PDVSA at
the Petrojunin joint venture, has so
far been the only Western firm to
acquiesce and granted a $1.76bn
loantoPDVSAonSeptember5.

Apart from financing issues,
there are several more obstacles
international oil companies are
likely to see intensify over the 12-
month outlook:
1) Some private partners are reluc-

tant to develop the Oil Belt under
the existing fiscal regime;

2) There are managerial disputes
with private joint-venture
partners;

3) There are bottlenecks in the
procurement of goods and serv-
ices; and

4) There are delays in the payment
ofdividendstoPDVSA’spartners
and severe delays to services
providers.n

President’sre-electionincreases
likelihoodof furthereconomic
interventionismbythestateand
evengreaterrelianceonoil

Carlos Cárdenas, deputy head
of Latin America forecasting
Exclusive Analysis

Venezuela
Political risk

5.5
Severe

ficiary is likely to be PDVSA. Its
revenue is mainly in dollars and
its commitments are mostly in
domestic currency. Oil services
providers already face severe
payment delays by PDVSA. A
devaluation is likely to decrease
such delays, although firms are
still likely to face high risk of being

Chávez:wonpresidential
electionby9.45%margin

AP Photo/Rodrigo Abd

12.29:1
Black market
exchange rate
of the bolivar
to the US dollar
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cover for peacetime mobilisation
exercises conducted by the Civil
Resources Authority for civilian
vehicles, plant and equipment, as
well as any other insurances the
pool committee may decide to
underwrite from time to time.

The exposure of the pool contin-
ues to be limited to S$2m ($1.5m)
any one occurrence by means of
excess-of-loss protection.

Thepoolwassetupin1982bythe
GIA at the request of the Land
Transport Authority and all
licensed motor insurers in Singa-
pore are required to join. Manage-
ment of the pool is put out to tender
every three years; the incumbent
administrator is India Interna-
tional. The profit and loss of the
pool is shared equally among all
member companies.

The SRP is only open to insurers
registered in Singapore.

Reinsurance
Singapore is a leading reinsurance
centre, with 17 registered non-life
and nine composite reinsurers, and
fourauthorisednon-lifereinsurers,
including one composite. All the
registered reinsurers are foreign-
owned except for Singapore Re-
insurance Corporation and Asia
CapitalRe,whichwasestablishedin
2006. Many of the world’s leading
reinsurance groups are based in
Singapore and serve the domestic
market, as well as other markets in
south-eastAsia.Reinsurancecapac-
ity is increasing, with new players
entering the market: Samsung Re
has applied for a licence and begun
to hire staff and other reinsurers
arealsorumouredtobearriving.

The government has encouraged
the development of Singapore as a
reinsurance centre and the MAS’s
policies continue to support such a
strategy. The introduction of the
Insurance (Authorised Reinsurers)
Regulations, which became effec-
tiveonJanuary1,2004,enablesnon-
resident reinsurers to become
authorised reinsurers by register-
ing with the MAS, provided they
lodge deposits of at least S$2m for
each branch of business they wish
to transact. The old regime, which
required all reinsurers wishing to
operate in Singapore to establish a
branch or subsidiary company
(requiring a capital commitment
and other legal obligations), has
beenreplacedbyastreamlinedpro-
cedurethatallowsthesettingupofa
representative office, entailing no
capital requirement. The move is
intended to provide greater flexibil-
itytoreinsurersandtherebyprotect
Singapore’s position as the leading
reinsurancecentreintheregion.

Graph 2: Top 10 insurance companies in Singapore ranked by
premium income in 2010 ($m)
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segment, they all compete in all seg-
ments, even for specialist business
suchasprofessional indemnityand
directors’ and officers’ liability.
Competition is strong among inter-
mediaries.Onoccasion,agentsmay
win some large tendered business,
especially that of the most price-
sensitive customers, as a result of
cheap quotation. Brokers may
sometimes switch from a commis-
sion to a fee basis, accepting a low
feetowinthebusiness.

Brokers
Local market sources suggest bro-
kers control close to 50% of the
large industrial and commercial
business and agents have by far the
majority of the personal lines and
small to medium-sized enterprise
(SME) business, with some having
portfolios as large as those of bro-
kers. Over the past 10 years, bro-
kers have begun to direct more
effort towards securing business in
the SME and personal lines areas.
The broker market is divided dis-
tinctlybetweendomesticandinter-
nationalbrokers.Localbrokersare
more traditional in their approach
and do not compete with interna-
tional companies for foreign multi-
national business and the large
Singapore risks. The broker
account has grown in response to a
more sophisticated and demand-
ing clientele and it is expected to
continuetoexpandinfuture.

Following a change in legislation
that passed the regulation of direct
life insurance brokers to the Finan-
cial Advisers Act, a broker licensed
to write direct non-life business
may apply for exempt financial
adviser status and write direct life
business also. Conversely, a direct
life broker may apply for exempt
direct general status to handle non-
life business.

The MAS has announced its
intention to carry out a review of
the financial advisory activities of
insurance brokers operating in the
market. The move comes after the
discovery income from such activi-
ties exceeds revenue from core
brokingbusiness insomecasesand
reflects a concern brokers may not
have sufficient management and
compliance capability to handle
that section of their operations.

Internet and bancassurance
Theinternetisstartingtobeusedfor
commoditised products such as
motor, travel and homeowners’
insurance but it remains insignifi-
cantcomparedwithotherchannels.
These commoditised products are
thesameareasinwhichbanksoper-
ate,usingtheircustomerclientbase.

Although some business contin-
ues to be placed directly with
insurers and the volume of banc-
assurance is also growing, both of
these channels lag far behind the
traditional agent and broker chan-
nels. The market is watching with
interest to see the success of the
first direct writer, established in
the market in 2011.

Agents
General insurance agents are
allowed up to three principals and
the recruitment of agents by one
insurance company from another
is discouraged by the MAS. This has
brought some stability to agents
but there is still a perception the
number of agents is likely to
decline over the coming years as
they are finding it difficult to com-
ply with new regulations. As a
result, some consolidation is being
seen, especially among life insur-
ance agents. While traditional
channels are likely to continue to
dominate the market for the fore-
seeable future, alternative chan-
nels such as the internet and
bancassurance are expected to
take business from them over time.
Most observers concur, however,
that this is likely to be a long and
gradual process.

Direct handling
Most companies have sales staff
dedicated to servicing clients, espe-
cially direct business, most of
which comes from walk-in custom-
ers. Some insurers are trying to
develop direct business through
work-side marketing and affinity
groups, in particular for personal
lines. These employees, who spend
a large part of the day visiting cli-
ents and prospective clients and
who operate purely on a salary
basis, are becoming less common.

Although NTUC Income has sev-
eral branches and sales offices in
Singapore, most insurers operate
from a single office.n

This article is based on material
supplied by Axco Insurance
Information Services
(www.axcoinfo.com). Axco is a
leading insurance market research
organisation and web publisher
that provides market reports and
statistics on more than 160
countries. The field research teams
deliver regular updates on all
aspects of non-life (property/
casualty) and life and benefits
markets including regulation and
compliance, market conditions,
hazards, reinsurance, market
backgrounds and business
directories.

Concessionary rate
The MAS was responsible for the
concessionary 10% rateofcorpora-
tiontaxonoffshore insurancefund
business. This, coupled with Singa-
pore’s efficient infrastructure,
strategic location, sound regula-
tory framework, political stability
and trained workforce, makes the
country an attractive centre for
professional reinsurance compa-
nies and brokers to develop and
service regional clients.

Singapore is the principal rein-
surance market of the Association
of South-east Asian Nations coun-
tries and much of the reinsurance
that used to be placed in Europe is
now shown to professional rein-
surers in Singapore. Companies
located in Singapore have the
advantage of being in a similar tim-
ezone and their underwriters have

a better understanding of regional
risks and an ability to develop
closer relations with cedants. Both
treaty and facultative reinsurance
are transacted.

Distribution
Brokers and agents continue to be
the main channels of distribution,
although companies are employing
morediversemeansofdeliverysuch
as direct marketing, internet and
bancassurance. These channels,
however, do not yet represent a sig-
nificantpercentageofthemarket.

Although agents tend to be most
active in the personal lines and
small to medium-sized industrial
and commercial risks segments,
with brokers most active in the
large commercial and industrial
sector and the foreign brokers most
activeinthemultinationalbusiness
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Table 1: Total insurance market premium income in Singapore in 2010

Category Life Non-life Personal accident
and health Total market

Premium (S$m) 13,416.8 2,801.0 1,990.0 18,207.7
Premium ($m) 9,840.0 2,054.3 1,459.5 13,353.7
% of total market 73.7 15.4 10.9 100.0

Source: Axco Global Statistics based on insurance industry associations and regulatory bodies in Singapore

Table 2: Annual growth rates of non-life premium income (including personal accident and healthcare)
written in the non-life account) in Singapore in local currency compared with nominal GDP growth and
inflation rates over the five years to 2010 (%)

Category 2006 2007 2008 2009 2010
Premium growth 1.7 9.9 13.0 (0.7) 9.9
Nominal GDP growth 10.6 15.7 0.3 (0.5) 13.9
Inflation rate 1.0 2.1 6.5 0.6 2.8

Source: Axco Global Statistics based on insurance industry associations and regulatory bodies in Singapore

Table 3: Aggregate market share of the top five and top 10 non-life companies in Singapore over the five
years to 2010 (%)

Market segment 2006 2007 2008 2009 2010
Top five companies 43.1 42.6 43.5 48.1 48.2
Top 10 companies 63.6 63.2 64.1 67.5 65.2

Source: Axco Global Statistics based on insurance industry associations and regulatory bodies in Singapore

A t the end of last year,
Singapore’s non-life
market comprised 47
direct insurers, includ-

ing 11 with defined business lines
and six composites. In addition,
there were 17 non-life reinsurers
and nine composite reinsurers, 61
captive insurers, three representa-
tive offices of insurers and reinsur-
ers and 26 Lloyd’s syndicates. The
main non-life insurers were Amer-
ican Home (Chartis Insurance),
Axa Singapore and NTUC Income.

Among the direct insurers are
mutuals(protectionandindemnity
clubs), a co-operative, Lloyd’s syn-
dicates and companies listed on the
SingaporeStockExchange.Thereis
also one direct writer, which was
set up in 2011. Although there has
been some merger and acquisition
activity, there is no real move being
seen towards the creation of
broaderfinancialservicesgroups.

There are no state-owned insur-
ance companies.

Two companies are quasi-
government entities:
l NTUC Income Insurance Co-

operative, a co-operative owned
by the National Trades Union
Congress and policyholders; and

l Singapore Aviation & General
Insurance Company, a general
insurer that writes only the busi-
ness of Singapore Airlines (100%
owned by Singapore Airlines, a
subsidiary of Temasek Holdings,
theinvestmentarmofSingapore).

Market structure
The Singapore insurance market is
made up of local and foreign-
owned companies. Foreign insur-
ers, which comprise both compa-
nies incorporatedinSingaporeand
branch offices, include all the
major multinational groups: Ace,
Chartis, Chubb, FM and Liberty
Mutual of the US; Aviva, RSA, Alli-
anz, Axa and Groupama from
Europe; Tokio Marine & Nichido
Fire and Mitsui Sumitomo Insur-
ance Group from Japan and QBE
from Australia. There is one co-op-
erative insurance company and 26
Lloyd’s syndicates are operating
under the Lloyd’s Asia umbrella.

The Singapore insurance market
is organised and well regulated.
There are few issues causing con-
cern to the market players, other

than those associated with a small,
mature market with limited scope
for industrial development: over-
capacity and competition. Despite
the small size of the market, new
players continue to arrive and
competitionforbusinessis increas-
ing, although prices in many
classes are now at least stable or
even rising slightly following
steady reductions for many years.

Thetwomainloss-makingclasses
– motor and workers’ compensa-
tion – saw results improve follow-
ing rate increases but two
developments have raised con-
cerns once again. New companies
in the motor segment, in particular
a new direct writer offering prices
between30%and50%cheaperthan
those in the traditional market, are
raising competition for business
again and curtailing rate increases.
Workers’ compensation results are
once more under threat as a result
of a significant increase in benefits
thatcameintoeffect inJune.

Economy
Although the Singaporean econ-
omy has felt the effects of the global
economic recession, with a notable
reduction in imports, exports and

trans-shipments and a cooling of
the construction sector, the market
has been less affected than many in
the region and worldwide. There
was, however, a general feeling the
situation would deteriorate this
year as exports to Europe and the
US suffer from the continuing eco-
nomic and financial crisis, and
there was said to have been a slow-
inginmarinebusinessinthefourth
quarter of 2011.

Following an increase in the inci-
dence of earthquakes, typhoons
and flooding in neighbouring
countries, reinsurers are begin-
ning to show more awareness of
the possibility of natural catastro-
phes. Although the country has lit-
tle exposure to earthquake,
reinsurers have highlighted the
possibility of disaster in view of the
concentration of risk and changing
weather patterns, and the compa-
nies’ association continues to
encourage its members to give
greater consideration to the risk.

The attraction of Singapore for
many foreign insurers is less the
marketitself thantheopportunities
it offers as an insurance hub for
Asia as a whole. The Monetary
Authority of Singapore (MAS) is

keen to promote this role for the
country and, faced with an increas-
ingly competitive local market,
companies are likely to look more
and more to offshore business.
Although Singapore offers a well-
educated, literate workforce, there
is a shortage of qualified insurance
personnel and efforts are being
made, especially through the Gen-
eralInsuranceAssociationofSinga-
pore (GIA), to attract new entrants
tothesectorandtostemthedrainof
personneltothebankingsector.

Hands-off approach
The MAS continues to refine its
hands-off approach to market
supervision, relying increasingly
on self-regulation through the GIA
and operating also by means of leg-
islative instruments such as risk-
basedcapitalandcorporategovern-
ance. It has stated its intention to
continue to promote Singapore as
themaininsurancecentreinAsiaby
encouraginginvestmentininsurers
and captives, particularly those
writing foreign business. The MAS
enjoys a good relationship with the
insurance companies and the GIA.
Thereisastrongmutualrespectand
a tradition of consultation in con-

nection with any legislative change
thatmayaffectthemarket.

Although both the market pene-
tration and density figures for Sin-
gapore are likely to increase in
future, non-life insurance growth
will be constrained by the fact the
country is small and has little avail-
able space for industrial develop-
ment. The major players in the
market see the country’s future
largely in terms of the opportuni-
ties it offers as a regional hub from
which to write business emanating
from other countries.

Market developments and
company changes
AxahasagreedtermstobuyHSBC’s
insuranceoperationsinSingapore.
The acquisition will strengthen its
position as the second-largest non-
life insurer in the market.

Starr International Insurance, a
subsidiary of Bermudan Starr
Insurance and Reinsurance, has
been licensed to operate as a direct
insurer in Singapore.

A new terrorism insurance vehi-
cle, the Xin Consortium, has been
established by Lloyd’s insurers
Amlin, Canopius, Markel and
Argenta. Operating via the Lloyd’s
Asia platform, it will offer insur-
anceandreinsurancecovertocom-
paniesoperatinginsouth-eastAsia.

Representatives for the GIA, Sin-
gaporeReinsurers’Association, the
Reinsurance Brokers’ Association
of Singapore, Lloyd’s and the Insur-
ance Law Association of Singapore
have formed a working party to
draw up guidelines and best prac-
tices to enhance reinsurance con-
tract certainty. The initiative
enjoys thefull supportof theMAS.

South Korean insurer Samsung
Fire & Marine has launched a re-
insurance subsidiary, Samsung
Re, in Singapore. Close to 20% of its
portfolio is expected to be open-
market business.

Pools
There is only one pool operating in
the market at present – the Special
Risks Pool (SRP), which offers at
least the obligatory third-party
motor cover for Singapore-regis-
tered motor tankers, as well as
other hazardous risks the market
tends to avoid. It also provides own
damage and third-party liability
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cover for peacetime mobilisation
exercises conducted by the Civil
Resources Authority for civilian
vehicles, plant and equipment, as
well as any other insurances the
pool committee may decide to
underwrite from time to time.

The exposure of the pool contin-
ues to be limited to S$2m ($1.5m)
any one occurrence by means of
excess-of-loss protection.

Thepoolwassetupin1982bythe
GIA at the request of the Land
Transport Authority and all
licensed motor insurers in Singa-
pore are required to join. Manage-
ment of the pool is put out to tender
every three years; the incumbent
administrator is India Interna-
tional. The profit and loss of the
pool is shared equally among all
member companies.

The SRP is only open to insurers
registered in Singapore.

Reinsurance
Singapore is a leading reinsurance
centre, with 17 registered non-life
and nine composite reinsurers, and
fourauthorisednon-lifereinsurers,
including one composite. All the
registered reinsurers are foreign-
owned except for Singapore Re-
insurance Corporation and Asia
CapitalRe,whichwasestablishedin
2006. Many of the world’s leading
reinsurance groups are based in
Singapore and serve the domestic
market, as well as other markets in
south-eastAsia.Reinsurancecapac-
ity is increasing, with new players
entering the market: Samsung Re
has applied for a licence and begun
to hire staff and other reinsurers
arealsorumouredtobearriving.

The government has encouraged
the development of Singapore as a
reinsurance centre and the MAS’s
policies continue to support such a
strategy. The introduction of the
Insurance (Authorised Reinsurers)
Regulations, which became effec-
tiveonJanuary1,2004,enablesnon-
resident reinsurers to become
authorised reinsurers by register-
ing with the MAS, provided they
lodge deposits of at least S$2m for
each branch of business they wish
to transact. The old regime, which
required all reinsurers wishing to
operate in Singapore to establish a
branch or subsidiary company
(requiring a capital commitment
and other legal obligations), has
beenreplacedbyastreamlinedpro-
cedurethatallowsthesettingupofa
representative office, entailing no
capital requirement. The move is
intended to provide greater flexibil-
itytoreinsurersandtherebyprotect
Singapore’s position as the leading
reinsurancecentreintheregion.

Graph 2: Top 10 insurance companies in Singapore ranked by
premium income in 2010 ($m)
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segment, they all compete in all seg-
ments, even for specialist business
suchasprofessional indemnityand
directors’ and officers’ liability.
Competition is strong among inter-
mediaries.Onoccasion,agentsmay
win some large tendered business,
especially that of the most price-
sensitive customers, as a result of
cheap quotation. Brokers may
sometimes switch from a commis-
sion to a fee basis, accepting a low
feetowinthebusiness.

Brokers
Local market sources suggest bro-
kers control close to 50% of the
large industrial and commercial
business and agents have by far the
majority of the personal lines and
small to medium-sized enterprise
(SME) business, with some having
portfolios as large as those of bro-
kers. Over the past 10 years, bro-
kers have begun to direct more
effort towards securing business in
the SME and personal lines areas.
The broker market is divided dis-
tinctlybetweendomesticandinter-
nationalbrokers.Localbrokersare
more traditional in their approach
and do not compete with interna-
tional companies for foreign multi-
national business and the large
Singapore risks. The broker
account has grown in response to a
more sophisticated and demand-
ing clientele and it is expected to
continuetoexpandinfuture.

Following a change in legislation
that passed the regulation of direct
life insurance brokers to the Finan-
cial Advisers Act, a broker licensed
to write direct non-life business
may apply for exempt financial
adviser status and write direct life
business also. Conversely, a direct
life broker may apply for exempt
direct general status to handle non-
life business.

The MAS has announced its
intention to carry out a review of
the financial advisory activities of
insurance brokers operating in the
market. The move comes after the
discovery income from such activi-
ties exceeds revenue from core
brokingbusiness insomecasesand
reflects a concern brokers may not
have sufficient management and
compliance capability to handle
that section of their operations.

Internet and bancassurance
Theinternetisstartingtobeusedfor
commoditised products such as
motor, travel and homeowners’
insurance but it remains insignifi-
cantcomparedwithotherchannels.
These commoditised products are
thesameareasinwhichbanksoper-
ate,usingtheircustomerclientbase.

Although some business contin-
ues to be placed directly with
insurers and the volume of banc-
assurance is also growing, both of
these channels lag far behind the
traditional agent and broker chan-
nels. The market is watching with
interest to see the success of the
first direct writer, established in
the market in 2011.

Agents
General insurance agents are
allowed up to three principals and
the recruitment of agents by one
insurance company from another
is discouraged by the MAS. This has
brought some stability to agents
but there is still a perception the
number of agents is likely to
decline over the coming years as
they are finding it difficult to com-
ply with new regulations. As a
result, some consolidation is being
seen, especially among life insur-
ance agents. While traditional
channels are likely to continue to
dominate the market for the fore-
seeable future, alternative chan-
nels such as the internet and
bancassurance are expected to
take business from them over time.
Most observers concur, however,
that this is likely to be a long and
gradual process.

Direct handling
Most companies have sales staff
dedicated to servicing clients, espe-
cially direct business, most of
which comes from walk-in custom-
ers. Some insurers are trying to
develop direct business through
work-side marketing and affinity
groups, in particular for personal
lines. These employees, who spend
a large part of the day visiting cli-
ents and prospective clients and
who operate purely on a salary
basis, are becoming less common.

Although NTUC Income has sev-
eral branches and sales offices in
Singapore, most insurers operate
from a single office.n

This article is based on material
supplied by Axco Insurance
Information Services
(www.axcoinfo.com). Axco is a
leading insurance market research
organisation and web publisher
that provides market reports and
statistics on more than 160
countries. The field research teams
deliver regular updates on all
aspects of non-life (property/
casualty) and life and benefits
markets including regulation and
compliance, market conditions,
hazards, reinsurance, market
backgrounds and business
directories.

Concessionary rate
The MAS was responsible for the
concessionary 10% rateofcorpora-
tiontaxonoffshore insurancefund
business. This, coupled with Singa-
pore’s efficient infrastructure,
strategic location, sound regula-
tory framework, political stability
and trained workforce, makes the
country an attractive centre for
professional reinsurance compa-
nies and brokers to develop and
service regional clients.

Singapore is the principal rein-
surance market of the Association
of South-east Asian Nations coun-
tries and much of the reinsurance
that used to be placed in Europe is
now shown to professional rein-
surers in Singapore. Companies
located in Singapore have the
advantage of being in a similar tim-
ezone and their underwriters have

a better understanding of regional
risks and an ability to develop
closer relations with cedants. Both
treaty and facultative reinsurance
are transacted.

Distribution
Brokers and agents continue to be
the main channels of distribution,
although companies are employing
morediversemeansofdeliverysuch
as direct marketing, internet and
bancassurance. These channels,
however, do not yet represent a sig-
nificantpercentageofthemarket.

Although agents tend to be most
active in the personal lines and
small to medium-sized industrial
and commercial risks segments,
with brokers most active in the
large commercial and industrial
sector and the foreign brokers most
activeinthemultinationalbusiness
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Graph 1: Percentage premium split for all classes
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Table 1: Total insurance market premium income in Singapore in 2010

Category Life Non-life Personal accident
and health Total market

Premium (S$m) 13,416.8 2,801.0 1,990.0 18,207.7
Premium ($m) 9,840.0 2,054.3 1,459.5 13,353.7
% of total market 73.7 15.4 10.9 100.0

Source: Axco Global Statistics based on insurance industry associations and regulatory bodies in Singapore

Table 2: Annual growth rates of non-life premium income (including personal accident and healthcare)
written in the non-life account) in Singapore in local currency compared with nominal GDP growth and
inflation rates over the five years to 2010 (%)

Category 2006 2007 2008 2009 2010
Premium growth 1.7 9.9 13.0 (0.7) 9.9
Nominal GDP growth 10.6 15.7 0.3 (0.5) 13.9
Inflation rate 1.0 2.1 6.5 0.6 2.8

Source: Axco Global Statistics based on insurance industry associations and regulatory bodies in Singapore

Table 3: Aggregate market share of the top five and top 10 non-life companies in Singapore over the five
years to 2010 (%)

Market segment 2006 2007 2008 2009 2010
Top five companies 43.1 42.6 43.5 48.1 48.2
Top 10 companies 63.6 63.2 64.1 67.5 65.2

Source: Axco Global Statistics based on insurance industry associations and regulatory bodies in Singapore

A t the end of last year,
Singapore’s non-life
market comprised 47
direct insurers, includ-

ing 11 with defined business lines
and six composites. In addition,
there were 17 non-life reinsurers
and nine composite reinsurers, 61
captive insurers, three representa-
tive offices of insurers and reinsur-
ers and 26 Lloyd’s syndicates. The
main non-life insurers were Amer-
ican Home (Chartis Insurance),
Axa Singapore and NTUC Income.

Among the direct insurers are
mutuals(protectionandindemnity
clubs), a co-operative, Lloyd’s syn-
dicates and companies listed on the
SingaporeStockExchange.Thereis
also one direct writer, which was
set up in 2011. Although there has
been some merger and acquisition
activity, there is no real move being
seen towards the creation of
broaderfinancialservicesgroups.

There are no state-owned insur-
ance companies.

Two companies are quasi-
government entities:
l NTUC Income Insurance Co-

operative, a co-operative owned
by the National Trades Union
Congress and policyholders; and

l Singapore Aviation & General
Insurance Company, a general
insurer that writes only the busi-
ness of Singapore Airlines (100%
owned by Singapore Airlines, a
subsidiary of Temasek Holdings,
theinvestmentarmofSingapore).

Market structure
The Singapore insurance market is
made up of local and foreign-
owned companies. Foreign insur-
ers, which comprise both compa-
nies incorporatedinSingaporeand
branch offices, include all the
major multinational groups: Ace,
Chartis, Chubb, FM and Liberty
Mutual of the US; Aviva, RSA, Alli-
anz, Axa and Groupama from
Europe; Tokio Marine & Nichido
Fire and Mitsui Sumitomo Insur-
ance Group from Japan and QBE
from Australia. There is one co-op-
erative insurance company and 26
Lloyd’s syndicates are operating
under the Lloyd’s Asia umbrella.

The Singapore insurance market
is organised and well regulated.
There are few issues causing con-
cern to the market players, other

than those associated with a small,
mature market with limited scope
for industrial development: over-
capacity and competition. Despite
the small size of the market, new
players continue to arrive and
competitionforbusinessis increas-
ing, although prices in many
classes are now at least stable or
even rising slightly following
steady reductions for many years.

Thetwomainloss-makingclasses
– motor and workers’ compensa-
tion – saw results improve follow-
ing rate increases but two
developments have raised con-
cerns once again. New companies
in the motor segment, in particular
a new direct writer offering prices
between30%and50%cheaperthan
those in the traditional market, are
raising competition for business
again and curtailing rate increases.
Workers’ compensation results are
once more under threat as a result
of a significant increase in benefits
thatcameintoeffect inJune.

Economy
Although the Singaporean econ-
omy has felt the effects of the global
economic recession, with a notable
reduction in imports, exports and

trans-shipments and a cooling of
the construction sector, the market
has been less affected than many in
the region and worldwide. There
was, however, a general feeling the
situation would deteriorate this
year as exports to Europe and the
US suffer from the continuing eco-
nomic and financial crisis, and
there was said to have been a slow-
inginmarinebusinessinthefourth
quarter of 2011.

Following an increase in the inci-
dence of earthquakes, typhoons
and flooding in neighbouring
countries, reinsurers are begin-
ning to show more awareness of
the possibility of natural catastro-
phes. Although the country has lit-
tle exposure to earthquake,
reinsurers have highlighted the
possibility of disaster in view of the
concentration of risk and changing
weather patterns, and the compa-
nies’ association continues to
encourage its members to give
greater consideration to the risk.

The attraction of Singapore for
many foreign insurers is less the
marketitself thantheopportunities
it offers as an insurance hub for
Asia as a whole. The Monetary
Authority of Singapore (MAS) is

keen to promote this role for the
country and, faced with an increas-
ingly competitive local market,
companies are likely to look more
and more to offshore business.
Although Singapore offers a well-
educated, literate workforce, there
is a shortage of qualified insurance
personnel and efforts are being
made, especially through the Gen-
eralInsuranceAssociationofSinga-
pore (GIA), to attract new entrants
tothesectorandtostemthedrainof
personneltothebankingsector.

Hands-off approach
The MAS continues to refine its
hands-off approach to market
supervision, relying increasingly
on self-regulation through the GIA
and operating also by means of leg-
islative instruments such as risk-
basedcapitalandcorporategovern-
ance. It has stated its intention to
continue to promote Singapore as
themaininsurancecentreinAsiaby
encouraginginvestmentininsurers
and captives, particularly those
writing foreign business. The MAS
enjoys a good relationship with the
insurance companies and the GIA.
Thereisastrongmutualrespectand
a tradition of consultation in con-

nection with any legislative change
thatmayaffectthemarket.

Although both the market pene-
tration and density figures for Sin-
gapore are likely to increase in
future, non-life insurance growth
will be constrained by the fact the
country is small and has little avail-
able space for industrial develop-
ment. The major players in the
market see the country’s future
largely in terms of the opportuni-
ties it offers as a regional hub from
which to write business emanating
from other countries.

Market developments and
company changes
AxahasagreedtermstobuyHSBC’s
insuranceoperationsinSingapore.
The acquisition will strengthen its
position as the second-largest non-
life insurer in the market.

Starr International Insurance, a
subsidiary of Bermudan Starr
Insurance and Reinsurance, has
been licensed to operate as a direct
insurer in Singapore.

A new terrorism insurance vehi-
cle, the Xin Consortium, has been
established by Lloyd’s insurers
Amlin, Canopius, Markel and
Argenta. Operating via the Lloyd’s
Asia platform, it will offer insur-
anceandreinsurancecovertocom-
paniesoperatinginsouth-eastAsia.

Representatives for the GIA, Sin-
gaporeReinsurers’Association, the
Reinsurance Brokers’ Association
of Singapore, Lloyd’s and the Insur-
ance Law Association of Singapore
have formed a working party to
draw up guidelines and best prac-
tices to enhance reinsurance con-
tract certainty. The initiative
enjoys thefull supportof theMAS.

South Korean insurer Samsung
Fire & Marine has launched a re-
insurance subsidiary, Samsung
Re, in Singapore. Close to 20% of its
portfolio is expected to be open-
market business.

Pools
There is only one pool operating in
the market at present – the Special
Risks Pool (SRP), which offers at
least the obligatory third-party
motor cover for Singapore-regis-
tered motor tankers, as well as
other hazardous risks the market
tends to avoid. It also provides own
damage and third-party liability
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www.bintelligent.co.uk PREC ISE .  PROVEN.  PERFORMANCE .

Ten years brings a  
deeper understanding
An insurance company’s data is one of its biggest assets, yet it needs 
to be effectively managed to exploit its full value. Understanding, 
analysing and reporting on data are just some of the key issues.

From inception Moore Stephens consulting has focussed on delivering management information and 
performance management solutions specifically tailored to the insurance industry.

With best in class people from the market and an in-depth knowledge of insurance we have built strong 
client relationships and established a proven track record of successful implementations.

 This year we celebrate our 10th anniversary as the leading provider of data management solutions for 
insurance. As we look ahead to the next decade and beyond, Moore Stephens remains committed to working 
with clients to enhance their business performance and decision making.

Uniquely positioned to respond to the issues affecting your business, you can rely on us to deliver the  
solutions that you need both now and in the future.

Call us now on: +44 (0)20 7651 1765

ITC DAILIES IN ASSOCIATIONWITHMOORE STEPHENS

Journey towards self-service business
intelligence is far from over

The past few years have
seen a shift towards
“self-service” business
intelligence, enabling

(empowering in buzzword-speak)
users to analyse and visualise data
themselves. It has been made all the
morepossiblethroughtechnologies
and products, with the many ven-
dors keen to show how their offer-
ingiseasiest,quickest, smartestand
slickest. Armed with a source of
data and the right tools, users can
explore and analyse data, create
reports and dashboards and share
theircreationswithotherusers.

For many self-service business
intelligence implementations, the
data served up to users is held in a
centralised data store, typically
known as data warehouse or data
mart, and created by developers.

Self-service has not just enabled
– sorry, empowered – users to build
their own analysis and visualisa-
tions; more and more vendors are
offering tools that allow relatively
non-technical users to assemble
the data stores. Users can point
these tools at a source of data, step
throughawizardandnot longafter
(afewminutesorhours,depending
on the amount of data) can start to
explore, analyse and visualise
this data, effectively bypassing a
development team and potentially
saving both time and money.

There is just one fly in the oint-
ment when it comes to “self-service
data warehousing” and unfortu-
nately it is quite a big fly. The data
hastowork; ithasgot tobeofagood
enoughqualitytobeabletoanalyse
and get meaningful information
from. If you are taking data from a
good source, the tools work well
and within a matter of minutes you
can be up and running. What
passes as a good source of data can
vary, but as a rule it is stored in a
format that can be used, the struc-
ture and the relationships between
the data items are understandable
and, crucially, the data itself is
complete, consistent and valid.
Sometimes (and only sometimes)
that rule applies to a single source

of data such as a policy administra-
tion system. Many systems that
have evolved over time do not
always play by the rules; extracting
data and transforming it into
something that makes sense can
be, to put it politely, troublesome.

Merging data from multiple
sourcescanpresentevenmorechal-
lenges, especially where systems
have been developed in isolation
andhavelittleincommonwitheach
other. Bringing together data from
many sources is one of the most
complicatedanderror-proneactivi-
ties when creating a single unified
view of data and it is here many of
theself-servicetoolscomeunstuck.

Where commonality exists (eg, a
policy number, a vehicle registra-
tion number), it can be fairly sim-
ple to join data together, but more
often than not, different sources
use different mechanisms for iden-
tifying data items and joining those
together can take some doing.

As if building relationships
between data together was not
enough hassle, there is also the
added complication of conforming
the data so it makes sense when
merged and analysed together.

Simple attributes such as gender
areusuallyeasytogetright; there is
only so many ways male and
female are stored, but merging cus-
tomer numbers, currency identifi-
ers, status codes and other data
together can be an arduous job.
Some tools do this better than oth-
ers, but complex transformation
data invariably needs complex
processes to be created and many
user-focused tools fail to deliver
(and often gloss over this limitation
in the flashy demos).

So we are back where we started;
a good-quality source of data, built
by skilled developers using devel-
opment tools that can cope with the
complexities of shaping data from
many sources into a useful form.

Putting users in control is no bad
thing (normally) and with the right
tools and data much of the effort
involved in delivering business
intelligencecanbeoffloadedfromIT
to users, but there is no getting away
from the fact without good-quality
data there is no benefit to be had.
Self-service business intelligence is
heading in the right direction, but
thejourneyisfarfromover.n

Mergingdatafromvariedsources
canposesignificantchallenges

Shaun Dodson,
director
Moore Stephens
Consulting

Moreoftenthannot,different
sourcesofdatausedifferent
mechanismsforidentifying
dataitemsandjoiningthose
togethercantakesomedoing
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