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The UAE Maintains Insurance Market 
Hub Status, Despite Economic Slowdown
Insurers in the United Arab Emirates (UAE) are forecasted to see strong continued growth in 
2013, despite a projection that the UAE’s economy will expand at a slower pace, reflecting 
a reduction in oil output. Insurers face additional challenges, including competing in a 
fragmented and competitive market, as well as volatile investment markets. Meanwhile, 
the domestic insurance regulator is also in a state of change and uncertainty.

However, while these conditions exist, the UAE is expected to maintain its position as the 
predominant insurance market within the Gulf Cooperation Council (GCC) in the short 
to medium term. In 2011, total premium reached AED 23.9 billion (USD 6.5 billion), and 
insurance penetration is among the highest in the region, with total premium as a per-
centage of gross domestic product (GDP) of 1.9% (see Exhibit 1).

In recent years, the UAE has benefited materially from oil revenues stimulating economic 
growth, which in turn has enabled spending on infrastructure. Furthermore, the 
insurance sector has been buoyed by the introduction of compulsory medical 
schemes in Abu Dhabi. Medical has 
become one of the largest classes of busi-
ness, representing almost a third of total 
premiums in 2011.

According to the Insurance Authority, which 
regulates the domestic market, the UAE’s 
insurance sector grew strongly in 2011. 
Reported gross premiums written (GPW) 
reached AED 24 billion in 2011. The regula-
tor has reported a 2012 preliminary estimate 
for total GPW, showing a 10% increase to 
AED 26.5 billion. Furthermore, the regulator 
predicts the sector will continue to grow in 
2013 at the same pace as the past few years.

Market Review
May 6, 2013

The UAE is the 
predominant 
insurance 
market within 
the GCC.

Analytical Contact
Mahesh Mistry, London 
+44 20 7397 0325
Mahesh.Mistry@ambest.com

Researcher and Writer 
Yvette Essen, London

Editorial Management
Carol Demyanovich, Oldwick

Exhibit 1
Gulf Cooperation Council Countries – Key Facts (2011)
(USD Millions)

Country

Insurance Premiums
Population
(Millions)

Gross
Domestic

Product  
(USD Billions)

Premium
Penetration
(% of GDP) No. of Companies*

Life
Non-
Life Total Life

Non-
Life Total Insurers Reinsurers

Bahrain $130 $442 $572 1.1 $25.9 0.5% 1.7% 2.2% 25 4
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 1,050 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 2
*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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In 2011, non-life GPW increased 6.7% to AED 19.3 billion. More than three-quarters 
(76%) of non-life premiums were written by “national” insurers, with the remainder 
underwritten by “foreign” companies. Although life premiums, which include health 
insurance, climbed 16.4% to AED 4.7 billion in 2011, demand has slowed from the 
23% increase recorded in both 2009 and 2010. Life and health premiums grew rap-
idly from a low base after the introduction of compulsory health care insurance 
in 2008 for expatriates in Abu Dhabi. The traditional life market within the UAE 
remains small, particularly for savings products, which remain underdeveloped.

Economic development in the UAE is expected to continue to assist the insurance 
market’s expansion, but GDP is likely to grow more slowly than the 4% attained in 
2012. The International Monetary Fund projects GDP will expand by 3.2% in 2013 
– the second-lowest growth forecast among the GCC countries, after Kuwait (1.1%).  
As petroleum dominates the UAE’s economy, with Abu Dhabi as the largest oil-
producing emirate, reduced oil output and potentially lower oil prices will impact 
growth in GDP.

Nevertheless, strong public spending, investment and social programmes are 
expected to continue driving domestic demand for insurance. The property market, 
while still not at the level of activity seen before the global financial crisis of 2008, 
has benefited from the resumption of some projects in 2012. Mega projects – such 
as the Mohammed Bin Rashid City in Dubai, which aims to create leisure facilities, 
including a park to receive 35 million visitors annually – could create further impe-
tus for long–term growth. 

There are plans to construct the Arabian Canal in Dubai, a 75-kilometer waterway 
that will be the world’s largest infrastructure project. Dubai is also a candidate city 
to host the World Expo 2020, and if successful in its bid, the UAE would be the first 
Middle Eastern country to hold the event. Dubai will continue to attract the hospi-
tality and tourism industries and is expected to benefit from the 2022 FIFA World 
Cup Qatar.

Other lines of business are anticipated to see further growth, such as trade 
credit insurance, given the UAE’s status as a regional and international trading 
hub. In February 2013,  AIG announced it was expanding its credit insurance 
coverage in the Middle East. Directors and officers insurance is also expected 
to be in greater demand in the domestic market after the redrafting of the Com-
mercial Companies Law.

The roll-out of compulsory medical insurance in Dubai would stimulate growth sig-
nificantly, although it is still unclear when this will be implemented. The economic 
crisis resulted in the planned mandatory medical insurance programme for all non-
UAE national residents holding a residence visa in Dubai being postponed from 
2009 until 2013. Following the implementation of compulsory medical insurance in 
Dubai, the remaining emirates are likely to follow suit.

The UAE is aiming to position itself as a major hub for Islamic finance by creating a 
diverse blend of Islamic institutions providing Shari’a-compliant investment instru-
ments and products to the regional markets and beyond. Consequently, any develop-
ment in Islamic finance may filter into the insurance sector, with Takaful operators 
likely to benefit from the increasing opportunities for premium growth and greater 
diversity in Islamic finance instruments.
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Regulatory Developments
The Insurance Authority supervises all aspects of the domestic insurance industry, 
and in recent years it has introduced increasingly stringent regulations for brokers 
and insurers. In December 2009, it placed a moratorium on new licences for insurers 
and brokers in response to the global economic crisis. In 2010, the minimum 
subscribed or paid-up capital was doubled to AED 100 million (USD 27.2 million) for 
UAE insurers, and the Insurance Authority also issued its first regulations specific to 
the Takaful sector.

However, despite its intentions to improve standards in the UAE, the Insurance 
Authority is also in a state of flux with ongoing changes in senior personnel. This 
uncertainty could impact the Authority’s direction and implementation of regula-
tions in the future unless these issues are resolved.

One of the key topics requiring the Insurance Authority’s immediate attention is the 
separation of life and non-life companies. UAE insurers were ordered to cease trading as 
composite insurers in August 2012 and to operate under separate licences as either 
general or life insurers. These planned reforms affecting composite insurers were 
delayed by three years. Insurers are awaiting clearer guidance regarding the pro-
posed legislation, especially on issues pertaining to the method, as well as the cost 
of separating the portfolios of existing composite insurers.

The Insurance Authority also has issued guidelines on investment class limits, in 
order to restrict the exposure a company can have to a particular asset class. This 
follows the heavy concentration within many companies’ portfolios on equity and 
real estate risks. No strict deadlines have been outlined, although companies are 
expected to move toward these requirements over time, thus enabling a gradual 
de-risking of profiles to avoid mass sales of assets which may disrupt equity and 
property markets. While the intentions and measures taken by the Insurance Authority are 
viewed positively, their implementation has not always been prompt and vigorous.

In addition to the Insurance Authority, a second regulatory regime is in place in 
the UAE. The Dubai International Financial Centre (DIFC) – established in 2004 
as a financial free zone within the UAE – is subject to its own bespoke laws and 
regulations, and it has become an important hub for foreign insurers attempting to 
build a presence in the region. It offers a zero tax rate on profits, 100% foreign own-
ership, and no restrictions on foreign exchange or repatriation of capital. The DIFC 
is regulated by the Dubai Financial Services Authority (DFSA).  A number of regional 
reinsurers are present in the DIFC, including Gulf Reinsurance, Takaful Re, ACR 
ReTakaful Holdings and specialty insurer International General Insurance Holdings.

The intention is that only reinsurance or Retakaful business, in relation to UAE-based 
risks, be conducted from the DIFC.  There are almost 50 active DIFC-registered insurance 
organisations, including insurers, reinsurers, brokers and advisory firms. In 2012, 
Royal & Sun Alliance Insurance and Standard Life International registered with the 
DIFC.  Asia Capital Re received regulatory approval to open a branch office in the 
DIFC on April 1, 2013. The DIFC is more in line with international best practice and 
considers itself to have strong supervision of companies.

The UAE has two insurance hubs, Dubai and Abu Dhabi. Leading insurers incorpo-
rated in Abu Dhabi, including Abu Dhabi National Insurance Co. (ADNIC), Emir-
ates Insurance Co. and Al Ain Ahlia Insurance Co., benefit from close proximity 
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to some of the largest commercial risks in the country. Saudi Arabia is the only 
other GCC country to have more than one insurance hub.

In April 2013, the Abu Dhabi government approved Federal Decree No. 15, to create 
the Abu Dhabi World Financial Market. The industry is awaiting further details regarding 
the financial free zone on Sowwah Island, including its legal and regulatory struc-
ture and whether it will act as a direct competitor to the DIFC, the Qatar Financial 
Center and Bahrain.

Financial Performance of UAE Insurers
Similar to other GCC countries, the UAE has a highly fragmented market, with 61 
registered insurers.  According to the Insurance Authority, 10 of the 34 national 
companies have adopted Takaful insurance regulations.

In the direct market, insurers face increasing competition and rate reductions, 
which may place pressure on performance. Younger companies are feeling pric-
ing pressures from both Takaful and general insurance providers, which make it 
difficult to achieve ambitious targets for premium volume.

In particular, local motor business has suffered from a highly competitive pre-
mium rating environment, and some insurers are choosing not to compete for 
potentially unprofitable business. Motor rates have been declining for a number 
of years.  A.M. Best does not envisage any change in this trend and expects mar-
gins to remain under pressure for the few companies still making a profit on this 
line of business.

A.M. Best notes that, for some rated entities, there has been a gradual reduction in the 
volume of GWP for medical business amid concerns over its levels of profitability.  
Medical is also competitive and, in Abu Dhabi, is dominated by Daman, a national 
health insurance company that is backed by the Abu Dhabi government and has 
Munich Re as a strategic partner.

In 2011, medical risks generated a high gross loss ratio of 81.3% for all companies, 
according to statistics from the Insurance Authority. National companies had a 
gross loss ratio of 83%, compared with 71% for foreign companies.  This represents 
a significant increase in the loss ratio for the market as a whole, compared with 
loss ratios of 78.2% in 2010 and 60.5% in 2009.  The rise reflects, in part, increasing 
medical inflation.

Some companies are cautious on medical and are attempting to increase rates, 
while others are declining to renew certain risks.  A concentration on underwriting 
profitability over volume may weaken some insurers’ market positions.

In January 2013, the Dubai Health Authority (DHA) announced it would regulate 
health insurance service providers.  A.M. Best considers a common approach 
from the DHA and the Insurance Authority to be beneficial for insurers. The 
DHA recently intervened in a dispute over tariff increases between insurers and 
Mediclinic Middle East, which operates hospitals and clinics in Dubai.  A.M. Best 
believes the DHA’s actions, while favourable for insurers, will only gain some 
respite for the insurance sector and will not be able to reduce medical inflation, 
unless the measures apply to all medical providers.
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The continued pricing pressure on medical has been unsustainable for many play-
ers in the market, with many companies undergoing material restructuring of their 
medical portfolios. Greater scrutiny on pricing and claims management will assist in 
improving profitability for those companies committed to underwriting medical risks.

In line with other GCC countries, retention ratios are low, although increasing gradu-
ally for some insurers. Generally, where a particular line experiences a low level of 
retention (such as for commercial risks), profits are dependent on high levels of 
inward commission income. However, if underwriting is poor on commercial risks, 
then inward commissions are likely to be lower. 

According to the Insurance Authority, national insurers retained 55.6% of total premium in 
2011 (see Exhibit 2). Retention 
levels are lower for property, 
marine, aviation, transport and 
engineering risks. Companies 
generally lack either the 
capacity or the appetite to retain 
significant portions of large risks; 
therefore,  retained portfolios are 
skewed toward individual lines 
on a net basis. Medical, motor, 
and individual life businesses are 
retained the most. In 2011, reten-
tion ratios reached 64.8% for 
accident and liability risks (which 
includes motor insurance), and 
64.3% for medical, compared 
with 30.1% for marine, aviation and transport.

Ratings Issues for UAE Insurers
A.M. Best currently rates nine direct writers in the UAE and one reinsurer in the 
DIFC.  All companies have secure Financial Strength Ratings (FSRs) and stable 
outlooks (see Exhibit 3). The capitalisation of A.M. Best-rated entities is generally 

Exhibit 2
United Arab Emirates – Premium by Segment &  
Retention Levels for National Companies (2011)
(AED Thousands)

Product Line
Gross Premium 

Written (GPW)        

% of 
Total 
GPW 

Net Premium 
Written (NPW) 

% of 
Total 
NPW

Retention 
Ratio

Accident & Liability  AED 5,831,255 40.0%  AED 3,777,538 46.5% 64.8%
Medical Insurance 4,670,358 32.0 3,002,063 37.0 64.3
Marine, Aviation & 
Inland, Transport

1,821,266 12.5 548,553 6.8 30.1

Fire 1,779,053 12.2 679,461 8.4 38.2
Other Risks 484,726 3.3 108,021 1.3 22.3
Total  AED 14,586,658  AED 8,115,636 55.6%

Source: Insurance Authority – UAE; A.M. Best research.

Exhibit 3
United Arab Emirates – A.M. Best Rated Companies
Ratings as of April 26, 2013.

Company AMB #

Best’s 
Financial 
Strength 
Rating 
(FSR)

Best’s Long-
Term Issuer 
Credit  
Rating (ICR)

Best’s 
FSR & ICR 
Ratings 
Outlook

FSR &  
ICR  
Rating 
Action

Rating 
Effective 
Date

 Oman Insurance Co. (PSC) 078177  A  a  Stable  Affirmed  23/08/2012
 Orient Insurance Co. (PJSC) 078593  A  a  Stable  Affirmed  25/04/2013
 Alliance Insurance (PSC) 078732  A-  a-  Stable  Affirmed  20/08/2012
 Emirates Insurance Co. (PSC) 085401  A-  a-  Stable  Affirmed  10/09/2012
 Abu Dhabi National Insurance Co. 085825  A  a  Stable  Affirmed  23/08/2012
 Gulf Reinsurance Ltd. 088930  A-  a-  Stable  Affirmed  25/07/2012
 Dubai Insurance Co. (PSC) 090584  B++  bbb  Stable  Affirmed  24/05/2012
 Al-Sagr National Insurance Co. PSC 090714  B+  bbb-  Stable  First  23/08/2012
 National General Insurance Co. (PSC) 090718  B++  bbb+  Stable  Affirmed  03/05/2012
 National Takaful Co. (Watania) (PJSC) 092651  B+  bbb-  Stable  First  18/03/2013

Source:  Best’s Statement File – Global
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very strong, based on their Best’s Capital Adequacy Ratio (BCAR), which provides a 
quantitative measure of the risks inherent in a company’s investment and insurance 
profile, relative to its adjusted capital.  A.M. Best’s ratings reflect companies’ high 
capitalisation, given that some are holding surplus capital relative to the premiums 
underwritten.  The UAE market has excess capacity and is overcrowded. Therefore, 
pricing is competitive, particularly for individual lines that are not bound to reinsurers’ 
pricing. Such lines create cash-flow generation for companies and enable them to 
build a franchise in the market.

The UAE insurance market is competitive yet there is still potential for growth, given 
sustained government spending on infrastructure and prospective opportunities 
for compulsory medical across the remaining emirates. Furthermore, insurers can 
enhance distribution channels and focus on developing new products. However, 
there is a risk that insurers are becoming increasingly loss-making as competition 
intensifies, although A.M. Best-rated entities are in a strong position. Many insurers 
are posting excellent profits, but in the long term, the UAE market may not be large 
enough to sustain 61 insurers, which could lead to some industry consolidation.

UAE insurers are in line with other GCC countries in terms of their investment portfolios, 
although the UAE’s financial market is among the most liquid and mature in the 
region. Some insurers’ investment strategies have been of concern to  A.M. Best, 
given their strong focus on equity investment, private equity or positions in listed 
equities that were too large to liquidate. Some companies are divesting from the 
more illiquid equity positions, although this is a gradual shift. A realignment of invest-
ment portfolios would significantly improve risk-adjusted capitalisation and reduce 
its potential volatility while promoting steadier overall financial performance.  The intro-
duction of investment guidelines and limits on asset classes may encourage companies to 
adopt a more prudent approach to investment management in the interim.

The majority of UAE insurers’ business comprises domestic risks, although the risk 
concentration is somewhat mitigated by the country’s low exposure to natural catastro-
phes.  There are indicators that the market’s largest companies are, for different reasons, 
starting to expand into new regions.  A.M. Best considers an expansionary strategy to 
acquire geographical diversification as a positive move, provided markets are under-
stood and growth is supplemented by sustainable levels of profitability.

A.M. Best regards UAE insurers’ enterprise risk management (ERM) function to 
be developing, but in some instances, ERM levels are basic. Some insurers do not 
define risk appetite, perform any capital or catastrophe modelling, or seek third-
party assessment of general reserves. However, the larger insurers tend to have more 
experienced management teams with sound international experience. While there are 
several companies that own economic capital models, their use is sparse.  It is important 
for the industry to move from utilising mechanical models towards adopting proper 
ERM practices to benefit and enhance existing operations.
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