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Qatar

Qatar’s Insurance market Is 
Well-Positioned for Strong Growth

T he Qatari insurance market has grown at a steady rate in recent years and is 
expected to outpace most of its neighbours in the coming years. Strong economic 
development enabling infrastructure expenditure is expected to remain one of the 

biggest drivers of insurance demand. The proposed introduction of universal compulsory 
medical insurance by 2014 would provide another substantial boost to the market, though 
most of the growth is likely to be absorbed by a newly formed national health insurer. 

There are currently two regulatory regimes in 
Qatar with great differences in provisions and 
rigour of implementation. Recently passed 
laws for the creation of a new regulatory 
regime and the unification of the insur-
ance regulatory bodies into one will assist 
improved regulation and governance across 
the market, which may create a robust regula-
tory platform for insurance awareness and 
ultimately, growth.

Qatar is the third largest insurance market in 
the Gulf Cooperation Council (GCC), after the 
United Arab Emirates (UAE) and Saudi Arabia. 
Gross premiums written (GPW) reached 
QAR 3.8 billion (USD 1.0 billion) in 2011 
(see Exhibit 1). Qatar’s insurance market has 
grown from approximately QAR 2.5 billion in 
2006 at an annual compound growth rate of 
about 10% from 2006 to 2011. Still, insurance 
premium as a percentage of gross domestic 
product (GDP) was one of the lowest in the GCC at just 0.6% highlighting both the 
potential and the challenges for growth of the Qatari insurance market (see Exhibit 1).
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Exhibit 1
Gulf Cooperation Council Countries – Key Facts (2011)
(uSD millions)

Insurance Premiums
Premium Penetration

(% of GdP) No. of Companies*

Country Life
Non-
Life Total

Population
(Millions)

Gross domestic 
Product

(uSd Billions) Life 
Non-
Life Total Insurers Reinsurers

Bahrain $130 $442 $572 1.1 $25.9 0.5% 1.7% 2.2% 30 7
Kuwait 153 666 819 3.7 161.0 0.1 0.4 0.5 32 2
oman 121 612 733 3.1 72.7 0.2 0.8 1.0 22 1
Qatar 54 997 1050 1.8 173.5 0.0 0.6 0.6 26 1
Saudi arabia 241 4,693 4,934 28.2 597.1 0.0 0.8 0.8 32 1
united arab Emirates 1,278 5,236 6,514 5.4 342.0 0.4 1.5 1.9 61 1
*2012
Sources: International Monetary Fund, World Economic Outlook Database, October 2012; Swiss Re Sigma No. 3/2012; 
A.M. Best research
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A.M. Best expects that Qatar will be well-positioned to continue to outpace most GCC 
markets over the next five years.  As discussed in A.M. Best’s Middle East & North Africa 
- Market Review, published October 2012, it is estimated that GPW in most GCC 
countries rose by less than 5% in 2012. Despite the backdrop of both regional 
instability and depressed financial markets over the next few years,  A.M. Best fore-
casts that the Qatari insurance market is likely to grow by more than 5%. Other 
GCC countries expected to see strong demand for insurance are Saudi Arabia and the UAE.

As with most of Qatar’s neighbours, revenue generated from energy commodities is its 
key economic growth driver. While most GCC countries benefit from vast oil reserves, 
Qatar is uniquely positioned with one of the world’s largest liquefied natural gas 
reserves. Energy prices are currently above government forecasts, which enable infra-
structure development and demand for insurance. Furthermore, the Qatari government 
is continuing its capital spending on building infrastructure in an attempt to diversify 
the country’s economic base away from the energy sector.

Qatar’s economy has experienced very rapid growth over the past few years, with GDP 
increasing by 16.7% in 2010, 14.1% in 2011, and an estimated 6.3% in 2012. Economic 
growth is expected to moderate to 4.9% in 2013, although spending on infrastructure is 
anticipated to continue. Economic development is expected to be fuelled by the 2022 
FIFA World Cup Qatar. 

The planned introduction of compulsory medical health care would be one of the most 
significant drivers of growth. The Supreme Council of Health (SCH) is introducing a national 
health insurance plan to be rolled out in stages by 2014.  The proposed programme would 
initially include Qatari nationals, before being extended to private sector companies, 
expatriates and tourists. The state would provide coverage for its citizens, with companies 
responsible for expatriate staff. 

Mandatory health insurance is expected to prompt significant growth for the young 
private health insurance sector, based on the experience of other GCC countries, such 
as Saudi Arabia. Medical health care has seen material growth in recent years, although 
Qatar’s medical market is considerably smaller than the larger UAE and Saudi Arabia 
markets. Compulsory health care coverage should provide opportunities to Qatari 
insurers,  although a prudent underwriting approach will be needed to write this 
product profitably. Despite the limited number of companies offering health care 
products, underwriting can still be challenging given the increasing competition and 
high level of medical claims inflation.

Developments by Line of Business
Given the scale of Qatar’s energy industry, and motor third-party liability (MTPL) being 
made compulsory in 1992, the insurance market is largely driven by non-life risks (see 
Exhibit 2). On a gross basis, most insurers tend to have diversified portfolios, with the 
predominant lines of business comprising property, including energy, and motor. 

Commercial risks are heavily reinsured into the international market, with most direct 
writers either fronting this line, or retaining less than 10% of premiums. This practice is 
in line with other GCC countries, whereby high-value commercial risks are transferred 
to reinsurers, with the cedant benefitting from reinsurance commissions.

This means, on a net basis, the main line of business retained in Qatar is motor followed 
by medical. Tariffs for MTPL are set by the insurance regulator, which monitors market 
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performance and adjusts rates accord-
ingly. Profitability for MTPL tends to be 
borderline. Companies cross-subsidise 
with comprehensive products, which are 
priced in the open market. Motor is the 
most competitive line of business in Qatar 
as it allows insurers to generate suffi-
cient cash flows and volumes, and build 
a market presence. However, it produces 
low margins compared to that of other 
business lines that benefit from material 
inward reinsurance commissions.

Across the insurance market, retention levels 
have continued to increase, from approxi-
mately 35% in 2006 to more than 50% in 
2011. Drivers for the increase in retention 
include a change in the business mix of many 
insurers stemming from the growth of 
medical business, and companies gradually 
accepting greater responsibility for under-
writing risks as they gain more expertise.

Legislative Changes Pave Way for Single Regulator
The insurance sector in Qatar was initially governed by the Insurance Decree No. 1 of 
1966, with companies licensed and supervised by the Ministry of Business and 
Trade (MBT). The Qatar Central Bank (QCB), which regulates the banking and 
financial services institutions, assumed responsibilities for licensing and super-
vising insurance companies, reinsurers and intermediaries in December 2012. 
Under the Law of the Qatar Central Bank and the Regulation of Financial Institutions 
(Law No. 13 of 2012), the QCB will introduce new provisions dealing with issues 
including regulating Islamic financial institutions and merger and acquisition 
activity. This will improve regulation, providing a more robust framework and 
supervision of companies.

Since 2005, insurers have also had the option to be licensed under the independently oper-
ated Qatar Financial Centre (QFC), which is considered to have one of the better regulated 
regimes in the GCC. The QFC was established to create an onshore centre accessible to 
regional markets operating under the more robust Qatar Financial Centre Regulatory 
Authority (QFCRA).  It conforms to sound regulatory practice and international standards. 

In contrast to the MBT, the QFCRA has made specific provisions recognising Takaful as 
a separate type of insurance in its regulatory regime in the Prudential Insurance Rule-
book (PINS). Rules for Takaful operators have also been set out by the QFCRA in the 
Islamic Finance Rulebook.

Law No. 13 of 2012 intends to harmonise the regulatory framework across Qatar 
to promote financial stability and enhance financial regulation. There have also been 
reports of a merger between the supervisory bodies of the State of Qatar and the QFC. 
A.M. Best considers a move to create a unified insurance regulator in the country as a 
positive step, as it will provide for a single set of regulatory rules that will be applied 
with the same rigour to all of the insurers in Qatar. 

Exhibit 2
Qatar Non-Life — Market Share by Lines 
of Business (2011)
(Based on gross premiums written)
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Exhibit 3
Qatar – Technical Performance of Six Largest Insurers*
(2006-2011)

Source: A.M. Best research, BestLink - Global Statement File
* The six largest insurers include: Qatar Insurance Company, Qatar General Insurance and 
Reinsurance Company, Al Koot Insurance and Reinsurance Company, Doha Insurance 
Company, Al Khaleej Takaful Group and Qatar Islamic Insurance Company. 
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Difficulties Facing Qatar’s Insurers 
Competition is one of the biggest challenges for insurers. The Qatar market has seen 
a marked increase in participants following the establishment of the QFC as many 
regional and international companies have established a presence through subsidiaries or 
branches. In total, there are 26 insurers and one reinsurer licensed to operate in Qatar, 
compared to 20 entities in 2010.

The market is dominated by Qatar Insurance Company (QIC), which underwrites more 
than 50% of the premium in Qatar. More recently, QIC has expanded internationally through 
the formation of Q-Re, which has high ambitions to penetrate the international reinsur-
ance market. In addition, there have been plans for Al Koot Insurance and Reinsurance 
Company – a former captive of Qatar Petroleum – to become a reinsurer.  In this environ-
ment, international players tend to focus on writing specific risks or lines of business and 
in particular the larger commercial and energy risks.

The most important factor for many domestic insurers is their ability to effectively manage 
the accumulation and concentration of risks. Given the nature of high-value energy 
risks, it is important that companies understand their exposures and mitigate these 
risks effectively.  As previously stated, these risks tend to be placed into the interna-
tional reinsurance market. Therefore, direct writers must ensure they are supported by 
a strong panel of reinsurers in order to reduce counter party credit risk, particularly for 
facultative exposures that can be substantial.  As is common practice within the GCC,  
some companies retain little risk and act as intermediaries.

While political unrest has not directly impacted Qatar, regional instability could impact 
the country’s prospects. Meanwhile, it is unlikely for Qatar to be hit by major natural 
catastrophes, although the increasing number of events in the region is of some concern. 

Technical Performance Strong but Expenses Increase
The performance of Qatar’s leading six insurers, which represent more than 80% of 
total premiums, shows that the market and companies are profitable.  A.M. Best’s analysis is 
based on the annual reports of QIC, Qatar General Insurance and Reinsurance 
Company, Al Koot, Doha Insurance Company,  Al Khaleej Takaful Group and Qatar 
Islamic Insurance Company. 

The data, which examines domestic business only, show the market’s estimated 
combined ratio has increased consistently in recent years, but remained at very 
profitable levels below 84% from 2006 to 2011 (see Exhibit 3).  This is not an 
indication of reduced competition or of better underwriting performance of the market. It 
is a direct result of the high cessions of energy and commercial risks and the impact of 
reinsurance commissions which result in depressing companies’ expense ratios. 

The rise in the estimated market combined ratio from 78% in 2006, to 84% in 2011,  
reflect largely increased expenses and higher acquisition costs. There has been an 
increase in medical business and a rise in the proportion of retained business. Despite 
increased competition, the leading insurers’ loss ratio remained below 70% during the 
six-year period, showing marginal improvement in the past few years. It fell from 70% in 
2006 to 62% in 2011, which illustrates the market’s prudent approach to underwriting.

Expenses increased to 26% by 2011, from 16% in 2006, although these were offset 
by negative acquisition costs reflecting the high inward reinsurance commissions 
and relatively low commission expenses due to direct business.  Acquisition costs dete-
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riorated marginally in 2011. 
Reinsurers have reduced 
commission payments and 
introduced sliding scale 
commissions related to 
profitability. They also have 
offered less favourable com-
missions across the GCC in 
recent years, resulting in a 
general movement toward 
higher retention levels for 
local companies. In addition, 
there has been a gradual shift 
from proportional to non-
proportional business, which 
changes the business mix and 
reduces overall commission 
costs for reinsurers, encour-
aging higher retention levels 
for local participants.

Ratings Issues for Qatari Insurers
The Qatari insurance market is well-positioned for continued strong growth.  Although along 
with the opportunities, increased competition is expected, which may place greater 
pressure on companies’ technical performances. Insurers face the challenge of growing 
their franchises in a competitive environment while maintaining profitability.  The capital 
strength of primary insurers remains robust. However, the ability to service these capital 
levels may be difficult. 

While Qatar’s investment markets have suffered less than their GCC counterparts, 
investment income has been restricted in recent years by the depressed equity 
and real estate markets, and compounded by low interest rates. Insurers face a 
prolonged period of low investment yields, which may make it difficult for some 
Qatari insurers to achieve their return-on-equity targets and will reinforce the need 
to focus on prudent underwriting.

Given Qatar’s insurance market is focused heavily on the energy and construction 
sectors, insurers must manage high value and volatile risks. This leads to low retention 
levels and a dependence on international reinsurance markets for support, which can 
lead to significant levels of counterparty credit risk and potentially higher costs driven 
by international market forces.

In A.M. Best’s opinion, the enterprise risk management (ERM) frameworks for some 
companies have evolved over the years. While this shift is in the right direction, insurers 
need to continue developing internal ERM capabilities and processes, in particular 
with reference to capital management. Compared to international peers, ERM in Qatar 
requires further development. 

More robust models and techniques need to be adopted by Qatari insurers to enable 
them to keep pace with the changing environment. Continued enhancements to local 
regulatory standards may, to an extent, improve the governance of the insurance sector. 

Exhibit 2
Qatar Non-Life — Market Share by Lines 
of Business (2011)
(Based on gross premiums written)
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The introduction of compulsory medical insurance can be seen by insurers as a great 
opportunity for growth. This, as exhibited in other markets of the GCC and in Qatar 
with the experience of the current medical portfolio, is a line of business that only a 
few companies can underwrite profitably. It is likely that initially, the business will be 
profitable overall, mainly as a result of demand outpacing supply and claims not rising 
as fast as premiums. In the medium term, margins of medical business are likely to be in 
low single digits with only a handful of experienced insurers making a profit out 
of the business. This, therefore, has potential to be a major challenge for the market 
if not managed properly.  
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