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Gulf Cooperation Council

GCC Insurance Markets Brace for 
Competitive and Profitability Pressures 

The insurance markets’ growth within the Gulf Cooperation Council (GCC) will 
continue, albeit at a reduced pace, as gross domestic product (GDP) growth 
remains relatively modest in 2013. 

All of the GCC countries – Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United 
Arab Emirates (UAE) – experienced increases in Gross Premium Written (GPW) in 
2012.  Although total GPW for the six GCC countries reached USD 16.3 billion in 2012, 
depressed world financial markets have significantly dampened the region’s economic 
growth (see Exhibit 1). The insurance markets have seen a material slowdown since 2008, 
when total premium grew by 25%.  Total premium rose by a relatively modest 10.4% in 2012. 

Reduced growth in recent years is the result, in part, of the GCC insurance markets’ 
comparatively strong growth over the past decade from a low initial base. Further-
more, the GCC has not been immune to the economic downturn. In the past few years, 
economies have expanded at a slower rate and there had been a significant reduction 
in government-sponsored engineering and infrastructure projects. However, in 2012 
and 2013, financing for major programmes resumed and stimulated insurance activ-
ity for commercial risks.  A.M. Best does not believe the GCC insurance landscape will 
change materially over the short term, but expects growth to continue at a good pace 
of between 5%-10% in most markets.

Compulsory lines generally involve liability cover,  for example, motor third-party liability. 
These lines have been a major growth contributor over the last decade. However, in recent 
years, the introduction of compulsory medical schemes has been the most significant 
driver. Medical now stands as the most significant business line within the GCC insurance 
markets. The GCC’s two 
dominant insurance markets 
by a considerable margin, the 
UAE and Saudi Arabia, have 
both benefited from manda-
tory medical insurance (see 
Exhibit 2). 

In the UAE, the insurance 
sector has been buoyed by 
compulsory medical cover 

A.M. Best expects 

growth to 

continue at a good 

pace of between 

5% to 10% in 

most markets.  
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Exhibit 1
Gulf Cooperation Council Countries – Total  
Premium Volume (2008-2012)
(USD Millions)

2008 2009 2010 2011 2012
Total Non-Life Premium 9,186 10,394 11,468 12,792 14,119
Total Life Premium 1,255 1,602 1,811 1,977 2,185
Total Premium 10,442 11,997 13,279 14,769 16,304
Year-on-Year % Change 25.0% 14.9% 10.7% 11.2% 10.4%
Note: Numbers may not add up due to rounding.
Source: Swiss Re  sigma, No. 3/2009, No. 2/2010, No. 2/2011, No. 3 /2012 and 
No. 3/2013.
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in Abu Dhabi, although the planned roll-out of this line of business in Dubai was delayed 
due to the depressed financial environment and possible social implications. The imple-
mentation of compulsory medical insurance in Dubai would provide another stimulus for 
growth, and it is likely that the remaining emirates in the UAE would follow suit.

Impact of Political Instability
In the past few years, most GCC countries’ stable operating environments have 
attracted capital, although political instability overhangs the region. To varying degrees, 
the GCC countries have been affected by the Arab Spring, with Bahrain being the most 
negatively impacted. However, the Bahrain insurance market is displaying resilience as 
its GPW is expected to grow further in 2013. 

Such political uncertainties could continue to dampen activity in the region.  A.M. Best’s 
analysis of factors impacting insurers’ abilities to meet their obligations and hampering the 
insurance market’s medium- to long-term growth reflects this. Under A.M. Best’s methodol-
ogy, countries fall into different risk categories, with Country Risk Tier 5 (CRT-5) representing 
the tier for countries considered to present the most risk, while Country Risk Tier 1 (CRT-1) 
denotes the lowest level of risk.  All six GCC countries are classed as CRT-3, and most Middle 
Eastern & Northern Africa (MENA) countries are categorised in the range of CRT-3 to CRT-5. 

The MENA region has experienced regime changes and political unrest in the wake of 
the Arab Spring, which began in 2011, and resulted in the fall of some long-standing 
regimes. The social unrest has brought about a decline in investor confidence in much 
of the region and a subsequent decline in foreign investment. However, this has been 
somewhat offset by increases in the price of oil in the oil- and gas-producing GCC nations. 

While the top line has been affected by regional political and economic instability, many 
A.M. Best-rated GCC insurers have displayed resilience in their operating performances, 
despite the consequential limitations on underwriting activity and the impact on invest-
ment markets. Following the unrest, there has been a material tightening of policy word-
ing in the region, driven by the international reinsurance market seeking to alleviate 
uncertainty or conflict arising from strike, riot and civil commotion (SRCC) definitions. 
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Gulf Cooperation Council Countries – Total 
Premium Volume (2007-2012) 

Exhibit 2b
Gulf Cooperation Council Countries (excluding 
Saudi Arabia and United Arab Emirates)  – 
Total Premium Volume (2007-2012) 

Sources: Swiss Re sigma , No. 3/2009, No. 2/2010, No. 2/2011, No. 3/2012 and 
No. 3/2013   

Sources: Swiss Re sigma , No. 3/2009, No. 2/2010, No. 2/2011, No. 3/2012 
and No. 3/2013   
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The stress caused by the financial crisis has depressed real estate and equities markets, 
upon which some insurers were previously dependent for income. Most GCC insurers 
and reinsurers tend to be well capitalised and able to absorb riskier investment profiles. 
While there is a high degree of prudence and stability on underwriting activities, invest-
ment strategies have tended to be aggressive. This subsequently leads to volatility, not 
just in a company’s earnings performance, but also in its level of risk-adjusted capitalisa-
tion as market values fluctuate.

The current suppressed interest rate environment is adding pressure on companies’ profit-
ability levels as investment returns are anticipated to remain depressed. Consequently, to 
generate sufficient returns to service insurers’ and reinsurers’ capital levels, there is a 
renewed focus on underwriting business prudently.

A.M. Best notes many insurers and reinsurers have made concerted efforts to adopt more 
conservative and stable investment policies, shifting toward more liquid investment portfo-
lios and secure investments, including cash deposits and bonds (see Exhibit 3).   An analysis 
of A.M. Best’s rated GCC insurers shows in 2008, shares and other variable-interest instru-
ments represented more than a quarter (26.5%) of total aggregated assets, although this fell 
to less than a fifth (19.0%) by 2012. Meanwhile, cash and deposits with credit institutions 
rose during this same period, from 38.1% in 2008, to 42.4% in 2012. However, some real 
estate and shares may be valued at cost rather than value, which may distort the analysis.  

Insurers and reinsurers are attempting to reduce volatility in investments and provide 
stability to company operations. Moreover,  some regulators have imposed or are imposing 
specific limits on investment classes, which in turn, should lead to many companies 
changing their investment profiles to achieve more conservative portfolios.

Insurers Face Competitive Environment 
One of the most significant challenges facing insurers is their ability to grow profitability 
and differentiate themselves in an increasingly competitive operating environment. 
Competition among market participants continues to increase, despite the slowdown 
in the pace of new entrants into the market in recent years. Many local companies, in 
an effort to diversify their profiles and utilise capital more efficiently, are attempting to 
expand outside their local markets and grow their presence and franchise in the region. 
This is adding to competitive pressures further. 

Other Investments, Including Loans & Intercompany Investments Real Estate
Shares & Other Variable-Interest Instruments Bonds & Other Fixed-Interest Securities
Cash & Deposits With Credit Institutions

Exhibit 3
A.M. Best Rated GCC Insurers – Asset Mix (2008-2012)

Note: Figures may not add to 100% due to rounding
Source:                              – Best's Statement File – Global

38% 41% 40% 41% 42%

13% 14% 14% 15% 11%

26% 21% 24% 21% 19%

12% 13% 13% 13% 16%

11% 11% 10% 9% 12%

0%
10%
20%
30%
40%
50%
60%
70%
80%
90%

100%

2008 2009 2010 2011 2012



4

Special Report Gulf Cooperation Council

A.M. Best believes, in some markets, there are too many small insurers. In Kuwait, for 
example, 32 insurers operate in the market although the four largest non-life insurers 
controlled 54% of the non-life market in 2011. In some instances, regulators are taking 
active steps to control the rate of new start-ups by imposing higher capital require-
ments for new companies or introducing specific legislation prohibiting new entrants. 

In addition to regional insurers, foreign insurers operate within the GCC region in some 
capacity; sometimes through a minority shareholding of a local player or participation 
through joint ventures. Larger international companies are also establishing branches or sub-
sidiaries to try to attract lucrative commercial risks, particularly within the energy sector.

The GCC is host to three insurance hubs servicing the MENA region – the Dubai Inter-
national Financial Centre (DIFC), the Qatar Financial Centre (QFC) and Bahrain. In May 
2013, the General Secretariat of the Executive Council unveiled plans to create “The 
Global Marketplace Abu Dhabi.”  While A.M. Best does not expect the primary focus of 
the new marketplace to be on insurance-related business, provisions have been made 
for the insurance sector.  This initiative suggests that the creation of a common GCC 
insurance market, which is often discussed, is no closer.

Reliance on Reinsurance Continues
Primary insurers tend to have low retention levels, as they rely heavily on the reinsurance 
market for commercial risks. Insurers face challenges with improving aspects such as 
their technical expertise, reducing their dependence on reinsurance support and improving 
the level of enterprise risk management (ERM).  They have tended to be risk averse in 
part, while they benefit from reinsurance commissions. 

For international reinsurers with greater capacities and expertise, the GCC insurance 
market presents opportunities for risk diversification into countries perceived to have 
low exposures to natural catastrophes.  The market largely utilises proportional reinsurance, 
although there has been a gradual shift toward non-proportional cover in recent years. 

While the ongoing uncertainty in world financial markets continues, particularly within 
the Eurozone, there has been no material impact on the GCC’s reinsurance sector. The 
introduction of Solvency II may place pressures on some global reinsurers as they seek 
to improve capital efficiency, withdrawing from low margin high capital consumption 
risks and moving towards greater margin and capital efficient diversification. 

At present, there is strong support for reinsurance capacity in the MENA region (par-
ticularly in the GCC), despite a number of key reinsurers withdrawing capacity in cer-
tain lines of business. This is offset sufficiently by capacity from new players seeking to 
diversify into the region. For the dynamics of the GCC reinsurance market to change, 
there would need to be a major shift in the global reinsurance players’ perception of 
the Middle East, which could be triggered by a major catastrophe or a series of  large 
losses associated with high-value risks, such as in energy and infrastructure risks.

Ratings Issues for GCC Companies
All A.M. Best-rated insurers and reinsurers in the GCC have a secure Financial Strength 
Rating (FSR). The highest rating achieved at present is an FSR of ‘A+’, with most ratings 
falling into the ‘B++’ and ‘A-’ categories (see Exhibit 4).

The financial performance of leading GCC insurers continues to be strong. Despite 
the combined ratio increasing over recent years due to intense competition, the 



5

Special Report Gulf Cooperation Council

GCC Takaful Operators Continue to Compete on Price

The Takaful market in the countries of the GCC has grown rapidly in recent years, although in absolute 
terms, it still represents a small proportion of overall insurance premiums.  According to most reported 
statistics, Shari’a compliant insurance contributions usually include Saudi Arabia, given the Islamic rules it 

is governed under, and as such, it is deemed to be the major contributor to Shari’a compliant insurance growth 
within the GCC. However, there is a conceptual distinction between the Shari’a model adopted in Saudi Arabia to 
that of Takaful models in other GCC markets, with all insurance companies established in a “cooperative” manner 
with strict rules governing the cooperative set-up and standardised approach to surplus distribution.

While the concept of Shari’a compliant cover has existed for decades, it has gained momentum significantly 
in the past 10 years with an influx of new Takaful companies into most GCC markets to take advantage of 
this growing sector. However, although Takaful operators are deemed to operate in a niche sector, generally 
they are in competition with conventional companies for the same target market.

Despite the decrease of new entrants in more recent years, most Takaful and ReTakaful market participants 
are young operators that find it difficult to establish themselves and create a balance between market fran-
chise and profitability. Rather than distinguish themselves through targeting new untapped segments of 
the market, Takaful and ReTakaful operators tend to compete directly with their conventional counterparts. 
Given that some existing conventional companies benefit from a strong reputation and economies of scale, 
Takaful operators find it difficult to establish profitable operations. Moreover, pressure from shareholders to 
service capital can lead to the pursuit of premium income through pricing practices.  As a result, in a low 
interest rate environment whereby operators are more dependent on underwriting performance rather 
than investment income to generate profits, these competitive pressures can be particularly challenging.

Furthermore, some conventional companies have established Takaful windows as vehicles to extend their 
market coverage. This strategy is evident in some GCC markets, and is used particularly by the leading 
players, which assists them in retaining key relationships with customers that desire a Shari’a compliant 
offering, in addition to capturing an increasing share of the expanding Takaful segment. While this strategy 
is permitted within the GCC markets, companies may be forced to choose between a pure conventional or 
Takaful offering. This may be beneficial to the Takaful operators over the medium term.

When compared to South East Asia, the Family Takaful segment is underdeveloped in the GCC, which 
is in line with the low demand for life insurance in the region. Takaful operators in the GCC therefore 
compete primarily for non-life risks.  As with the conventional insurance market, Takaful companies will 
front commercial insurance, with a good portion of the risk ultimately being placed with the international 
reinsurance market – unless the Takaful company is a subsidiary of a larger entity or has a sister company 
in which case the risk will be transferred to the international reinsurers via the non-Takaful affiliate. 
Retrocession should ideally be placed with ReTakaful companies but, in reality, a lot of the risk is ceded to 
conventional reinsurers as ReTakaful operators have insufficient capacity to support large and volatile 
commercial risks or lack the rating required by the ultimate insured.

Issues for Takaful Companies
A.M. Best believes Takaful companies should focus on value-added services that can be provided to clients 
in compliance with Shari’a provisions. The Takaful structure plays an important role in the effectiveness of 
the relationship between the shareholders and policyholders, such that both parties can benefit from the 
structure. Whilst the main consideration is being Shari’a compliant, the shareholders will require a return 
on their investment and policyholders should benefit from any surplus generated by the policyholders’ fund. 
This balance of earnings and distribution can be difficult to achieve, particularly for new operators and it 
presents a major challenge in competitive markets.  There are a variety of structures in common use with the Al 
Wakalah model being the most preferred.  This allows operators to charge a management fee to cover expenses 
plus the cost of capital, in addition to a share of investment returns.  The operator will support the policyholders’ 
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fund through the Qard’ Hasan – a benevolent loan – which would need to be repaid through future profit 
generation of the policyholders’ fund.

The main concern with Takaful structures is the operators’ ability to generate surpluses within the policyholders’ 
fund so that it becomes self-sustained in terms of capital requirements. There are many operators  currently 
running a policyholder deficit with a high dependence on the Qard’ Hasan  to support the policyholders’ fund. 
This can become critical for policyholder protection in regimes where there is no specific provision for the 
seniority of policyholder protection and the need, at all times, to provide a Qard’ Hasan.

From policyholders’ point of view, the distribution of surpluses seems to become an increasingly important 
factor in their decisions to purchase Shari’a complaint products.  This, therefore, exerts pressure on operators 
to run policyholders’ funds profitably in order to have surpluses to contribute.

A.M. Best notes most funds are in deficit. The Al Wakalah model – whereby a Takaful insurer does not 
participate or share in any underwriting results – can result in fees, plus the cost of capital, being relatively 
high and draining resources from the fund.  A.M. Best believes that funds should move to a surplus as early 
as possible in order to ensure the long-term viability of the specific companies in question. Furthermore, 
given that many Takaful operators are young, there is an expectation that there will be a dependence on 
the Qard’ Hasan due to start-up costs. However, given the competitive strain on profitability, some funds 
are finding it difficult to repay the loan back to their operators within their anticipated time horizons.

Investment markets in emerging economies, such as those of the GCC, tend to be developing, and while Islamic 
investment options available to Takaful companies have been increasing over recent years, choices are still limited.  
As with conventional insurers and reinsurers, Takaful operators need to ensure they can maintain a suitable 
balance between risk and reward, in addition to having sufficient liquidity to meet insurance obligations.

Takaful companies are more limited than their conventional counterparts with respect to their investment 
policies, and are quite restricted with assets in the Islamic banking sector. This can result in lower returns 
and risk concentration within asset classes or Islamic investment providers. However, the development 
and availability of Islamic investment providers has improved in recent years, with an increased number of 
public and private sukuks being offered. Furthermore, the secondary market for sukuks continues to 
improve, creating greater liquidity for these instruments.

Despite the challenges facing the Takaful sector,  A.M. Best expects the market to continue to present 
opportunities and grow at a faster rate than the conventional insurance market over the short-to-medium 
term.  As the Takaful market has evolved in recent years, the level of regulation governing this niche market 
has developed, which is encouraging.  A few years ago, it was rare for insurance supervisors to have specific 
Takaful regulations. Now however, some regulators have introduced or are considering the introduction 
of specific rules that cater for the Takaful market and its unique characteristics.
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Exhibit 4
Gulf Cooperation Council – A.M. Best-Rated Companies
Ratings as of August 19, 2013.

Domicile Company AMB #

Best’s  
Financial 
Strength  
Rating (FSR)

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

Best’s FSR 
& ICR  
Outlook

FSR & ICR 
Rating 
Action

Rating 
Effective 
Date

Bahrain  ACE American Insurance Co. (BBH) 091291  A+  aa  Positive  First  14/06/2013
Bahrain  ACR ReTakaful MEA B.S.C. (c) 090059  A-  a-  Stable  Affirmed  20/12/2012
Bahrain  Arab Insurance Group (B.S.C.) 085013  B++  bbb+  Stable  Affirmed  18/12/2012
Bahrain  Bahrain Kuwait Insurance Co. B.S.C. 085489  A-  a-  Stable  Affirmed  20/12/2012
Bahrain  Bahrain National Insurance Co. BSC 087928  B++  bbb+  Stable  First  18/12/2012
Bahrain  Life Insurance Corporation (International) B.S.C. (c) 077623  B++  bbb+  Negative  Affirmed  24/09/2012
Bahrain  Takaful International Co. BSC 090250  B++  bbb  Stable  First  25/03/2013
Bahrain  Trust International Insurance & Reinsurance Co. BSC 086326  A-  a-  Stable  Affirmed  30/08/2012
Kuwait  Al Fajer Retakaful Insurance Co. KSC (Closed) 088954  B++  bbb+  Stable  Affirmed  10/07/2013
Kuwait  Gulf Insurance Co. K.S.C. 090842  A-  a-  Stable  Affirmed  13/06/2013
Kuwait  Gulf Life Insurance Co. K.S.C. (Closed) 090950  A-  a-  Stable  Affirmed  13/06/2013
Kuwait  Kuwait Reinsurance Co. KSC (Closed) 085585  A-  a-  Stable  Affirmed  25/04/2013
Oman  National Life and General Insurance Co. SAOC 078110  B++  bbb  Stable  Affirmed  04/04/2013
Qatar  Qatar General Insurance & Reinsurance Co. SAQ 085452  B++  bbb+  Positive  Affirmed  27/11/2012
Qatar  Qatar Insurance Co. S.A.Q. 078335  A  a  Stable  First  26/11/2012
Qatar  QIC International LLC 092612  A  a  Stable  First  26/11/2012
Qatar  Q-Re LLC 092611  A  a  Stable  First  26/11/2012
Saudi Arabia  ARABIA Insurance Cooperative Co. 091741  B-  bb-  Negative  Downgraded 01/08/2013
Saudi Arabia  Saudi United Cooperative Insurance Co. (Wala’a) 090704  B++  bbb  Stable  First  01/10/2012
Saudi Arabia  Trade Union Coperative Insurance Co. - A Saudi Joint 

Stock Co. 
091583  B++  bbb+  Stable  Affirmed  12/12/2012

United Arab Emirates  Abu Dhabi National Insurance Co. 085825  A  a  Stable  Affirmed  23/08/2012
United Arab Emirates  Alliance Insurance (PSC) 078732  A-  a-  Stable  Affirmed  15/08/2013
United Arab Emirates  Al-Sagr National Insurance Co. PSC 090714  B+  bbb-  Stable  Affirmed  15/08/2013
United Arab Emirates  Dubai Insurance Co. (PSC) 090584  B++  bbb  Stable*  Affirmed  17/05/2013
United Arab Emirates  Emirates Insurance Co. P.S.C. 085401  A-  a-  Stable  Affirmed  10/09/2012
United Arab Emirates  Gulf Reinsurance Ltd. 088930  A-  a-  Stable  Affirmed  02/08/2013
United Arab Emirates  National General Insurance Co. (PSC) 090718  B++  bbb+  Stable  Affirmed  02/05/2013
United Arab Emirates  National Takaful Co. (Watania) PJSC 092651  B+  bbb-  Stable  First  18/03/2013
United Arab Emirates  Oman Insurance Co. (PSC) 078177  A  a  Stable  Affirmed  23/08/2012
United Arab Emirates  Orient Insurance Co. (PJSC) 078593  A  a  Stable  Affirmed  25/04/2013
* FSR Outlook: Stable; ICR Outlook: Positive
Source:  – Best’s Statement File – Global

overall market combined ratio remains healthy.  This reflects insurers’ increased focus 
on underwriting activity given the low investment return environment. Volatility in 
financial performance has gradually declined as many insurers have realigned their 
investment portfolios toward more conservative strategies.

The performance of GCC-based reinsurers can be broadly split into two categories. 
Those reinsurers that concentrate on the core GCC markets have limited their expo-
sures to niche segments or strong-performing markets. Conversely, those that have 
sought international diversification have, to a degree, been impacted by worldwide 
catastrophe losses in recent years.  All reinsurers in the GCC are now underwriting 
business outside of the region. While the markets continue to expand, reinsurers will find 
opportunities to grow but will need to ensure underwriting is adequately controlled.
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Political Uncertainties Overshadow 
Bahrain’s Regional Hub Status

The Kingdom of Bahrain has maintained its position as a key insurance 
hub and continues to post growth in its insurance market despite a pro-
longed period of political turbulence. However, competition from other 

regional hubs such as the Dubai International Financial Centre (DIFC) and Qatar 
Financial Centre (QFC) has intensified.

Bahrain has been the country in the Gulf Cooperation Council (GCC) most 
impacted by political instability.  Yet despite the political pressures, the 
insurance sector has shown resilience with greater demand for insurance 
expected for 2012, and the market being well-positioned for further growth 
in 2013.

While insurance growth lost some momentum in 2011 owing to the turbu-
lence, Bahrain’s status as a financial centre has remained intact, with insur-
ance companies and service providers largely remaining in the country. This 
is due in part to the country being one of the first to establish a financial 
centre, given it is less reliant on oil revenues than other GCC countries.  A key 
strength is the insurance regulator, the Central Bank of Bahrain (CBB), which 
is widely regarded as one of the most advanced supervisors in the region.

Of the six GCC countries, Bahrain has the highest 
insurance penetration, with total premiums as a 
percentage of gross domestic product (GDP) reach-
ing 2.2% in 2011 (see Exhibit 1). This reflects the 
country’s higher awareness of the benefits of insurance. 
Bahrain also has the highest life insurance penetra-
tion in the GCC at a modest 0.5%. Life and savings 
products represented 23% of gross premiums written 
(GPW) in September 2012, with demand from both 
the expatriate community and the local market.  

However, when measured by total GPW, Bahrain has the 
smallest insurance market in the GCC with premiums of 
BHD 215 million (USD 572 million) in 2011, reflecting 

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 
(2012)

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
Sources: International Monetary Fund: World Economic Outlook Database, October 2012: Swiss Re sigma No. 3/2012;  
A.M. Best research

Market Review
May 15, 2013
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the country’s low population.  These two factors – high penetration and small absolute 
size – indicate that the Bahraini insurance market is likely to remain relatively 
small, compared to other GCC markets, and will increasingly depend on its ability to 
attract companies that underwrite risks from outside Bahrain. 

Clearly, Bahrain’s market growth has been impacted by the country’s social unrest 
beginning in early 2011. Bahrain’s economic prospects were dampened following the 
uprising that began on Feb. 14, which resulted in at least 35 deaths between February 
and March 2011, and almost 3,000 arrests.

According to the International Monetary Fund (IMF), GDP growth fell from 4.7% in 
2010 to 2.1% in 2011, and to an estimated 2% in 2012.  The unrest continues to weigh 
on the country’s political stability as unemployment and poverty remain key issues. 
Reduced foreign direct investment and a struggling tourism sector are expected to 
result in modest, by GCC standards, GDP growth of 2.8% in 2013. 

Prior to the social unrest, Bahrain’s insurance sector had enjoyed strong growth. In 
2008, total GPW had climbed by 33.6%, surpassing a 25% increase a year earlier (see 
Exhibit 2). However, in 2011, total insurance premiums rose by a mere 2.4%.  

It is also worth noting Saudi Arabia’s legislative changes in 2003 requiring insurers 
writing Saudi business to be established locally instead of in neighbouring GCC coun-
tries. Given the reputation of the CBB, many companies, prior to 2003, were using 
Bahrain as an offshore centre to underwrite business in Saudi Arabia.  This legislation caused 
several companies in Bahrain to transfer their entire insurance portfolios to newly 
licensed companies in Saudi Arabia during 2010 and 2011. While, in many cases, the 
link to the new Saudi entities has been retained, a large part of the market’s dynamic 
growth has disappeared.

In January 2013, the CBB unveiled third-quarter 2012 data, indicating that the insurance 
sector appears to have recovered somewhat in 2012. It showed total GPW up to September 
2012 – at BHD 184.1 million – rose by 9%, compared with the same period of 2011. The 
greater demand for life and 
savings products, which regis-
tered a 17% increase in GPW 
to reach BHD 42.3 million, 
was partially responsible. 
Meanwhile, motor recorded a 
12% rise in premium to BHD 
46.6 million in September 
2012. This was largely a result 
of the increase in the number 
of new vehicles insured in 
Bahrain. Motor is the largest 
class of business, accounting 
for almost a quarter of GPW.

The CBB expects the market to 
continue its growth momentum, 
owing to both the public’s 
awareness of the impor-
tance of insurance and the 
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country’s economic growth. Further demand for insurance is anticipated with the 
introduction of compulsory health insurance for expatriates in Bahrain – which is 
now expected to be implemented in late 2013 – and an increase in the country’s 
engineering projects.

Bahrain’s Robust Regulation Enables Financial Hub Status
Bahrain’s insurance sector, measured by GPW, is less than one 10th of the size of the 
United Arab Emirates – the largest GCC insurance market. However, despite its small 
size, Bahrain has become a hub for several regional and international reinsurance and 
Retakaful companies. 

Although Bahrain is the least oil-dependent country of those in the GCC, oil accounts 
for 25% of its GDP and more than 70% of government revenue, signifying a need for 
economic diversification. Given that Bahrain does not have the same scale of natural 
resources as its neighbours, its development of a financial services sector has always 
been imperative.

In September 2006, the CBB became the sole regulator of the entire financial services 
industry, including insurance, fund management and capital markets. Previously, the 
Bahrain Monetary Agency regulated the insurance industry. Bahrain’s insurance regulatory 
framework is in line with the International Association of Insurance Supervisors’ (IAIS) 
core principles and is considered to be one of the most comprehensive in the GCC. 
Bahrain has created a legal framework for captives, and the CBB has been a leader in 
developing specific regulation for Takaful companies.

For many years, Bahrain was considered the Gulf’s financial centre, offering expertise and 
experience.  The CBB is one of the most highly regarded regulators in the Middle East, 
adopting a risk-based capital approach. However in recent years, the DIFC and the QFC 
have been striving to create rival hubs, with their supervisors – the Dubai Financial 
Services Authority and the Qatar Financial Centre Regulatory Authority – introducing 
regulation in line with international standards.  Abu Dhabi is also creating a financial 
centre. The Saudi Arabian Monetary Agency has also been active in recent years to 
improve domestic regulation. 

While Bahrain’s insurance market has continued to be resilient, it has lost some of its 
leadership strength as a consequence of the Arab Spring. There has not been an exodus 
of companies from Bahrain, or a withdrawal of talent from the country. However, 
A.M. Best notes the instability has had a broader impact on business with the absence 
of new companies being established in Bahrain. In contrast, post the Arab Spring, Dubai 
and – to a lesser extent – Qatar have tended to attract newly formed companies and 
branch openings.

In April 2013, 25 local companies and 11 overseas insurance entities carried out insurance, 
reinsurance, Takaful and Retakaful business in Bahrain – one less local company com-
pared with September 2012. In common with the other GCC countries, Bahrain’s 
insurance market is competitive, particularly for lines of business such as general liability 
and property. Motor third-party liability (MTPL) for bodily injury and material damage is 
compulsory with maximum rates to be charged set by the Ministry of Commerce.

A number of regional reinsurers have developed their operations in the GCC, selecting Bah-
rain as their regional base. This includes Trust International Insurance & Reinsurance Co. 
(Trust Re),  Arab Insurance Group (Arig), Hannover ReTakaful and ACR ReTakaful. Trust Re 
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also runs the Federation of Afro-Asian Insurers & Reinsurers’ (FAIR’s) Oil & Energy Insurance 
Syndicate. Meanwhile, the Arab War Risks Insurance Syndicate (AWRIS), which has members 
from 19 Arab countries and was previously based in Iraq and then Cyprus, is now registered 
in Bahrain.  The presence of the four reinsurers ensures Bahrain’s position as a significant 
reinsurance centre for the GCC. Irrespective of local market conditions, these companies 
have diversified portfolios with minimal exposure to Bahrain. 

Bahrain’s Takaful Market 
Bahrain’s Takaful industry has strengthened since Takaful International Company 
(TIC) became the first Islamic insurance company incorporated in the kingdom in 
1989. There are currently seven Takaful and two Retakaful companies in Bahrain. 
Takaful contributions in 2011 rose 4.3% to reach BHD 40.2 million, equating 
to 19% of the Bahraini insurance market in 2011. Retakaful gross contributions 
climbed 10.3% to BHD 86.15 million in 2011. 

CBB data shows the Takaful market continued to expand rapidly in 2012, with total 
gross contributions reaching BHD 41.9 million in September, a 24% increase on the 
previous year. However, in view of the current operating landscape in both the Takaful 
and conventional sectors, and the increase in market participants,  A.M. Best remains 
cautious regarding Takaful operators’ abilities to meet planned business growth while 
achieving sound underwriting profitability.

In December 2012, the CBB said it was working on updating and expanding rules 
related to Takaful business, “in order to facilitate and further enhance the growth of 
the Takaful industry.” In particular, it regards the family Takaful line of business as 
underpenetrated and in need of more effective distribution channels. 

Ratings Issues for Bahrani Insurers
A.M. Best rates seven companies based in Bahrain, all of which have secure Financial 
Strength Ratings (FSRs) (see Exhibit 3). Domestic participants are encountering 
difficulties including the ability to grow in a small insurance market, increasing 
competition and managing profitability, particularly within the core motor segment.  At 
present, the largest domestic insurers have managed to maintain their leading positions 
and achieve good levels of earnings. The stability of these players is enhanced by their 
investment policies, which tend to be conservative, and the prudent nature of Bahrain’s 
regulatory framework.

Exhibit 3
Bahrain – A.M. Best Rated Companies
Ratings as of May 9, 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

 ACR ReTakaful MEA BSC (c) 090059  A-  a-  Stable  Affirmed  20/12/2012
 Arab Insurance Group BSC 085013  B++  bbb+  Stable  Affirmed  18/12/2012
 Bahrain Kuwait Insurance Co. BSC 085489  A-  a-  Stable  Affirmed  20/12/2012
 The Bahrain National Insurance Co. BSC 087928  B++  bbb+  Stable  First  18/12/2012
 Life Insurance Corp (Intl) BSC (c) 077623  B++  bbb+  Negative  Affirmed  24/09/2012
 Takaful International Co. BSC 090250  B++  bbb  Stable  First  25/03/2013
 Trust International Ins. & Reinsurance Co. BSC 086326  A-  a-  Stable  Affirmed  30/08/2012

Source:  Best’s Statement File – Global
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The primary insurers generally have strong capital bases, which are sufficient to 
absorb their risk profiles. However, given the limited opportunities in the Bahraini 
insurance market, some insurers are looking regionally to enhance their profiles. 
While this is seen as a positive move – allowing insurers to better service their capital 
and enhance their levels of diversification – the regional markets are overcrowded. It 
is important that such growth strategies are implemented diligently to ensure expansion 
is controlled and supported by good profitability.

The impact of political instability in Bahrain remains a concern, particularly for primary 
insurers. While companies have been able to mitigate and absorb risks arising from 
the uncertainties, the situation is still volatile.  The regional reinsurers and international 
companies operating from Bahrain are likely to be better shielded from political unrest, 
given their limited exposure to Bahrain in terms of business volume and assets, their 
disaster recovery plans and flexibility to relocate. Their geographical diversification 
provides further protection.
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Kuwait’s Insurance Sector Faces 
Regulatory Uncertainty and Volatile 
Growth

Kuwait’s insurance market is experiencing a period of uncertainty, as 
premium growth has been volatile in recent years, and insurers cur-
rently await potential regulatory developments. However,  A.M. Best 

expects Kuwait’s total gross premium written (GPW) to increase in 2013, 
at a faster pace than that of other more mature insurance markets, but at a 
slower rate than most other Gulf Cooperation Council (GCC) countries. 
Furthermore,  A.M. Best considers Kuwait’s insurance regulation to be 
underdeveloped, particularly with the absence of relevant company acts or 
specific regulation for Takaful companies. Discussions are underway to cre-
ate an independent insurance supervisor and update the country’s old 
insurance law; however, the timetable for such regulatory developments 
remains uncertain. 

Kuwait has the lowest insurance penetration among the six GCC countries 
with total premiums as a percentage of gross domestic product (GDP) at 

just 0.5% (see Exhibit 1). Kuwait is the third smallest 
insurance market within the GCC, larger than Oman 
and Bahrain, with total GPW at KWD 226 million 
(USD 819 million) in 2011. 

As is the case with most of its GCC neighbours, non-
life insurance in Kuwait accounts for the vast majority 
of GPW (81%).  This reflects Kuwait’s large oil industry, 
which represents 50% of the country’s GDP and 95% of 
its export revenues. Planned construction projects will 
further increase the non-life sector’s share of total pre-
mium.  The Kuwaiti government is attempting to diver-
sify further the economy’s base through the Vision 2035 
national development plan.  An initial KWD 37 billion 
has been allocated to the infrastructure investment proj-
ect, which will also result in the privatisation of some 
state-owned businesses. In total, there will be 32 “mega 

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

Market Review
May 27, 2013

Kuwait has 
the lowest 
insurance 
penetration 
among the six 
GCC countries. 
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projects,” including the creation of the business hub, “Silk City;” investment in a harbour and 
railway system; building of a new metro service for Kuwait City; construction of the 22.5 
km Sheikh Jaber Al-Ahmed Bridge and the redevelopment of Kuwait International Airport.

While construction projects are expected to support insurance demand,  A.M. Best 
expects insurance market growth to be modest.  According to the International Mon-
etary Fund (IMF), Kuwait’s economy grew by an estimated 5.1% in 2012, but is fore-
casted to expand by just 1.1% in 2013 – the lowest rate for a GCC country.  There are 
no plans to introduce new compulsory lines of business in Kuwait, and A.M. Best does 
not see any impetus for an increase in life insurance penetration. Furthermore, political 
tensions in Kuwait remain heightened as relations between the country’s Parliament 

and Cabinet have been strained.

Growth in Kuwait’s insurance market 
has slowed in recent years. Exhibit 2 
shows total GPW increased by 20.3% 
in 2002 and in double-digit percentage 
changes from 2002 until 2006. However, 
in 2007, Kuwait’s insurance sector con-
tracted, with a 6.7% fall in total GPW 
as GDP growth slowed.  The percent-
age growth in GDP was in double digits 
from 2003 to 2005 but was a more mod-
est 7.5% in 2006. In 2007, the insurance 
sector also experienced a reduction in 
life, personal accident and health care 
premiums, reflecting the previous year’s 
transfer of compulsory health insurance 
for expatriates from the private to the 
public sector.

Kuwait’s Insurance Market Dominated by Leading Insurers
In 2012, there were 34 licensed insurers in Kuwait, of which 23 were national insurers. 
In 2007, there were a total of 26 licensed insurers.  The largest insurer within Kuwait is 
Gulf Insurance Co. (GIC). GIC has a strong footprint in the region, as it leads Kuwait’s 
non-life sector, and reported an estimated GPW of KWD 23.6 million, and controlled 
15.3% of the non-life market in 2011 (see Exhibit 3).  The company’s subsidiary, Gulf 
Life Insurance Co. – borne from GIC and established in 2008 – is the local market 
leader for life and health business.

GIC has increasingly focused on opportunities outside Kuwait, with subsidiaries 
in Bahrain, Egypt, Syria, Lebanon and Jordan. In 2011, GIC bought a majority stake 
in Iraq’s Dar Assalam Insurance Co. It plans to expand into Algeria, the United Arab 
Emirates and Turkey. 

In common with other reinsurers in the Middle East, the profiles of Kuwait Reinsurance 
Co. and Al Fajer Retakaful Insurance Co. extend internationally.  They are also building a 
presence in countries in the Association of Southeast Asian Nations (ASEAN).  

With the exception of the GIC group, Kuwait Re and Al Fajer Retakaful, Kuwaiti com-
panies tend to underwrite domestic risks and exhibit little ambition to expand over-
seas. Insurers describe Kuwait’s insurance market as challenging. In 2011, motor insur-
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ance represented 43.7% of non-life premium income. In 2012, increased competition 
resulted in pressure on rates in classes such as motor and medical insurance. High 
medical claims have also been a particular problem for some companies providing 
cover to state institutions. 

In line with other regional markets, Kuwaiti insurers tend to retain motor risks and a 
good proportion of medical. Large commercial lines of business are generally ceded 
into the international reinsurance market, with insurers benefiting from the inward 
commission received from reinsurers. Profitability is marginal on motor and medical, 
with profits largely generated from inward reinsurance commission.

A.M. Best considers there to be too many small Kuwaiti insurers, servicing a population 
that the IMF estimates to be 3.9 million in 2013. Exhibit 3 shows the four largest non-
life insurers – Gulf Insurance, Kuwait Insurance Co., Warba Insurance Co. and Al Ahleia 
Insurance Co. represented 54% of the non-life market in 2011. Gulf Insurance is a majority 
shareholder with a 56.1% stake in the fifth biggest insurer, Bahrain Kuwait Insurance 
Co. Enaya Insurance Co. – initially established as a captive for Alghanim Industries and 
now licensed for all classes of insurance business – has moved from being the 17th 
largest non-life insurer in 
2007, to the eighth largest 
in 2011.

The major players in 
Kuwait are well-established 
and have created a good 
market reputation and 
presence. They are more 
likely to demonstrate a 
greater degree of expertise 
and better risk-manage-
ment practices, and are 
therefore expected to 
sustain their profitability 
levels and market posi-
tions. The smaller com-
panies are chasing very 
little premium as they aim 
to establish a franchise in 
the market. Emphasis on 
growth over profitability 
is a major problem, as 
insurers seek to cover 
their cost bases. Addition-
ally, aggressive investment 
strategies to supplement 
profits have not been 
successful for many com-
panies.  While there is 
increased pricing pressure, 
the sustainability of such 
models in the long run may 
prove challenging.

Exhibit 3
Kuwait - Non-Life Insurance – 
Written Premiums and Market Share (2011)

Rank Company Name
Written Premiums 

(KWD Millions)
Market 

Share (%)

Year of Company 
Formation 

(Year Incorporated)
1 Gulf Insurance Co. 23.6 15.3 1962
2 Kuwait Insurance Co. 21.7 14.0 1960
3 Warba Insurance Co. 21.3 13.8 1976
4 Al Ahleia Insurance Co. 16.7 10.8 1962
5 Bahrain Kuwait Insurance Co. 7.2 4.7 1975
6 National Takaful 5.7 3.7 2003
7 First Takaful 5.5 3.6 2000
8 Enaya 4.9 3.2 2008
9 Kuwait Qatar Insurance Co. 4.4 2.9 2006
10 Oriental 3.5 2.3 n/a
11 New India 3.4 2.2 n/a
12 Gulf Takaful 3.0 1.9 2004
13 T’azur Takaful 2.7 1.8 2008
14 Al Safat Takaful 2.7 1.7 2008
15 Lebanese Swiss Insurance 2.6 1.7 n/a
16 Al Muthanna Takaful 2.6 1.7 2007
17 Wethaq Takaful 2.3 1.5 2000
18 Al Ittihad Al Wantani 2.3 1.5 n/a
19 Arab Insurance 2.3 1.5 n/a
20 Ritaj Takaful 2.2 1.4 2008
21 Boubyan Takaful 2.0 1.3 2006
22 Ain Takaful 1.9 1.2 2006
23 Takaful International 1.9 1.2 2007
24 Ghazal Insurance Co. 1.9 1.2 2009
25 SAICO 1.5 1.0 n/a
26 Chartis Maimesa Insurance 1.2 0.8 n/a
27 MetLife Alico 1.2 0.8 n/a
28 United Insurance Co. 1.1 0.7 2011
29 Zurich Middle East Insurance 0.6 0.4 n/a
30 Jordan Insurance Co. 0.4 0.3 n/a
31 Ahlia Misr Insurance 0.2 0.2 n/a

Total 154.49 100.00
Source: Kuwait Ministry of Commerce and Industry, Axco Global Statistics.
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Regulator Signals Changes but Uncertainty Prevails
The Ministry of Commerce and Industry regulates the insurance market in accordance 
with Law No. 24 of 1961, but is currently considered to be one of the weakest supervisors 
in the GCC region. The Ministry of Commerce and Industry has plans to introduce more 
stringent regulation for the insurance and Takaful markets, with a new insurance law 
reported to have been prepared but yet to be tabled in Parliament. Furthermore, the 
ministry has been cited as working on the establishment of an independent supervisory 
and control commission to oversee the insurance sector.

A.M. Best considers the regulatory position within Kuwait to be weak by both interna-
tional and regional standards; particularly with regards to undefined Takaful legislation. 
The Ministry of Commerce and Industry is generally not regarded as an active supervisor 
compared to its peers.  Although it has good intentions, its implementation record can 
be lacking. For example, the regulator’s plans to introduce new Takaful regulation has 
been under discussion for a number of years. However,  A.M. Best notes that in 2012, the 
regulator was willing to take action against companies and suspend insurance licences. 
Furthermore, the regulator has experienced changes in personnel, making it unclear as 
to when, and even if, the new insurance legislation will be introduced. 

Takaful Developments in Kuwait
A.M. Best considers Kuwait’s Takaful segment to be large, relative to the size of the 
country’s insurance market. The 23 national companies comprise 11 Takaful operators, 
10 conventional insurers and two reinsurers. Takaful enterprises represent a 
higher proportion of licenced insurers, equating to a third, compared to other 
GCC countries.

In the past few decades, opportunities in the GCC insurance market have attracted 
many new Takaful entrants. The Takaful operators listed in Exhibit 3 were all formed 
from 2000, with three companies – T’azur Takaful (a Bahraini company),  Al Safat Takaful 
and Ritaj Takaful – incorporated in 2008. However, these young Kuwaiti Takaful 
companies are exceptionally small and are struggling to make an impact on the market. 
The largest Takaful operator is National Takaful, which had a non-life market share of 
just 3.7% in 2011. The size and youth of Takaful companies have contributed to pricing 
pressures as operators attempt to grow their franchises in a competitive market. 

The revised insurance law is expected to carry a separate code for Takaful com-
panies, focusing on areas including policyholders’ funds, the Qard’ Hasan and the 
Shari’a supervisory board. 

Exhibit 4
Kuwait  – A.M Best Rated Companies
Ratings as of May 14, 2013.

Company AMB #

Best’s Finan-
cial Strength 
Rating (FSR)

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

Best’s FSR & 
ICR Ratings 
Outlook

FSR & ICR  
Rating Action

Rating  
Effective Date

 Al Fajer Retakaful Insurance Co. KSC (Closed) 088954  B++  bbb+  Negative  Affirmed  06/07/2012
 Gulf Insurance Co. KSC 090842  A-  a-  Stable  Affirmed  18/06/2012
 Gulf Life Insurance Co. KSC (Closed) 090950  A-  a-  Stable  Affirmed  18/06/2012
 Kuwait Reinsurance Co. KSC (Closed) 085585  A-  a-  Stable  Affirmed  25/04/2013

Source: Best’s Statement File – Global
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Ratings Issues for Kuwait Insurers
As stated above,  A.M. Best believes there are too many conventional insurers and 
Takaful operators that lack scale and are servicing a small, highly competitive 
insurance market. The larger, top-tier companies benefit from strong technical 
performances, branding and recognition, while medium-sized insurers struggle to 
create a presence. Pricing pressures raise doubts as to the profitability and sustain-
ability of the small and niche insurers.

In the continued absence of specific Takaful regulation,  A.M. Best would like to see 
companies ring-fence assets in favour of policyholders. Should the risk-adjusted 
capitalisation of a Takaful operator’s policyholders’ fund be weak, this would be 
penalised under A.M. Best’s Takaful (Shari’a Compliant) Insurance Companies 
criteria. Furthermore, Takaful operators are likely to suffer from the lack of suitable 
Islamic compliant investment products currently available, which can lead to 
higher concentration and investment risks.

The majority of small Kuwaiti insurers are largely focused on domestic business. Kuwait 
has generally been perceived to have a low exposure to catastrophe perils, which some-
what mitigates risk concentration for insurers. However, companies need to be aware 
of the accumulation of risks, given the prospect of an increasing frequency of natural 
catastrophes. The magnitude 6.3 earthquake in Southern Iran on Apr. 9, 2013, which was 
felt in Kuwait, is a reminder that Kuwait is not necessarily free of catastrophic events.  

There are considerable variances of technical expertise levels in Kuwaiti insurance 
companies. Furthermore, management turnover adds uncertainty to a company’s future 
performance. For most insurers, Enterprise Risk Management (ERM) has not been 
particularly well-developed in the past, although some companies are making concerted 
efforts to improve their ERM levels.
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Oman’s Market Offers Opportunities; 
Fierce Competition Remains

Continued growth is forecasted for Oman’s insurance market, but new Taka-
ful licensing regulation is expected to generate additional competition for 
an already crowded market.  Over the long term,  A.M. Best expects that 

underwriting profitability challenges could lead some insurers to exit, while 
larger insurers will maintain their leading positions. 

Oman’s insurance market has grown rapidly in recent years and continues 
to offer growth opportunities. However, the introduction of new companies, 
branches and subsidiaries has caused market profitability to decline at the 
same time. Oman’s insurance market is modest, even by Gulf Cooperation 
Council (GCC) standards, where it ranks as the fifth largest with total pre-
mium in 2011 reaching OMR 282 million (USD 733 million). The insurance 

sector is similar in size to that of Qatar, Bahrain 
and Kuwait; but significantly smaller than that of 
the United Arab Emirates (UAE) and Saudi Arabia, 
both of which benefit from economies driven by 
much higher oil reserves, more advanced financial 
markets and greater population.  (see Exhibit 1).

As with other GCC countries, the Omani insur-
ance market has strengthened with gross pre-
miums written (GPW) nearly doubling from 
OMR 144 million in 2006 to OMR 282 million 
in 2011, albeit from a low premium base (see 
Exhibit 2). From 2007 to 2010, GPW annual per-
centage growth was in double digits, however, its 
pace declined in 2011 to a more modest 6% rise. 

Despite this slowdown, the Omani insurance 
market is well-positioned to grow as revenues 
from the energy sector continue to finance infra-
structure projects. Oman’s economic growth has 
increased since 2009, averaging 4% to 5%, with 
gross domestic product (GDP) expected to rise 

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

Market Review
April 1, 2013
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by 3.9% in 2013. Major construc-
tion projects include a regional 
maritime transit-trading hub and 
tourist attraction in Duqm. In 
addition to the insurance market 
benefiting from infrastructure 
development, medical health 
care is expanding and is likely to 
grow further over the short-to-
medium term. 

Significant downside risks 
for insurance growth include 
Oman’s slowing economy and 
the dependence on the state-
owned energy sector.  As with the 
other GCC countries, social unrest 
in the region could present a risk to growth.

Competition Increases, Despite Small Market Size
Despite the low total premium volume, the Omani insurance market is fragmented with 
22 active insurers, half of which are local companies. The remainder comprise regional 
and international companies – including AXA, Zurich and Chartis – with partnerships or 
branches within the country.  In February 2010, RSA purchased Al Ahlia Insurance Co., which 
at the time was the country’s third largest insurer. In addition, Oman has a domestic reinsurer 
– Oman Reinsurance Co., formed in 2008 – which does not benefit from compulsory 
cessions but competes for business in the open market. 

Therefore, an increasing number of insurers are chasing a modest premium base, 
with new entrants in recent years aiming to take advantage of the market growth. 
However, the more recent market entrants may find it difficult to generate sufficient 
economies of scale to service capital levels and meet shareholder return-on-equity 
requirements. Meanwhile, the leading Omani insurers continue to produce sound, 
sustainable results. 

Dhofar Insurance Co. is the largest insurer with a market share of almost 20%.  The four 
largest insurers – Dhofar, National Life & General Insurance Co.,  Al Ahlia Insurance Co. 
and Oman United Insurance Co. – collectively underwrite more than 50% of the market’s 
premium, demonstrating the local companies’ strength.  

The pending introduction of Takaful licensing regulation by the insurance regulator 
– the Capital Market Authority (CMA) – is likely to create further interest from new 
entrants, or result in existing companies establishing Takaful windows. While this is 
seen as a positive regulatory development,  A.M. Best expects an influx of fresh capital 
trying to service a small market to result in a more saturated one, unless Takaful 
offerings – three of which have already received initial approval – can open up a 
previously untapped market and increase overall insurance penetration.

As observed in other GCC markets, Takaful operators are likely to compete directly with their 
conventional counterparts. Pricing pressures occur when companies aim to generate volume 
to capture market share in the absence of brand recognition or should demand for 
insurance fail to increase. New entrants are under pressure to satisfy their shareholders’ 
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return-on-equity requirements. Competition is likely to become more pronounced, at 
a time when technical profit margins are already at low levels.

While the introduction of  Takaful operators and windows is anticipated, it is unlikely 
that the market will sustain this number of companies in the long run.  A.M. Best 
expects increased competition will place pressure on some of the smaller insurers’ 
profitability, which may cause them to withdraw from the market altogether. Other 
companies are expected to continue to operate but focus on niche areas. While 
consolidation would appear logical for a crowded market, mergers and acquisitions in 
the region tend to be infrequent, given in part the disparity between buyers’ and sellers’ 
expectations. In the GCC, sales of companies have tended to be to international players, 
as opposed to mergers with domestic insurers.

Regulatory Developments Positive
A.M. Best has seen the CMA take a more active role in setting regulatory standards by 
introducing new policies and moving toward the adoption of international best practices. 
It has restricted investment activities of insurers and reinsurers, and has established 
legislation governing the use of external reinsurers. Regulatory controls are in place to take 
action against companies that have breached disclosure or regulatory requirements.

The CMA is commissioned to liberalise the insurance sector; therefore, enhancing 
competition and the introduction of new products and structures to the market.  The 
CMA regulates the insurance market in accordance with the Insurance Companies 
Law (Royal Decree 12/79).  This legislation is relatively old, predating the development 
of the commercial Takaful market, and therefore, no explicit regulation of this sector 
exists. Oman is updating its legislation, with a new insurance law and specific Takaful 
regulation being finalised. This will introduce Takaful licensing in conjunction with best 
practices and standards consistent with the Islamic Financial Services Board (IFSB). 

Developments by Line of Business
Oman’s insurance sector is dominated by non-life risks, with GPW rising from 
OMR 118 million in 2006, to OMR 237 million in 2011, according to CMA data. Life 
premiums have grown at a marginally lower rate, from OMR 26 million in 2006, 
compared with OMR 45 million in 2011. Faster growth rates in the life market could 
have been anticipated given the relatively low penetration of life insurance. However, 

low insurance awareness among the pop-
ulation, combined with the insurers’ focus 
on group life business, has resulted in 
non-life products dominating the market.  

Traditional individual life products contribute 
a mere 3% of overall premiums, indicating 
a lack of awareness and the market’s need 
for life-savings and protection products 
(see Exhibit 3). Group life products con-
sist primarily of annual renewal contracts, 
with credit life linked to loan contracts and 
enforced by banks. As such, premium rates 
are generally determined by an international 
partner who would normally assume the 
larger portion of the risk with the local com-
pany or branch only retaining a small portion.

Exhibit 3
Oman Life and Non-Life – Premium by 
Segment and Retention Levels (2011)
(OMR 000s)

Product Line

Gross
Premium 

Written 
(GPW)

% of 
Total 
GPW 

Net
Premium 

Written 
(NPW) 

% of 
Total 
NPW

Retention 
Ratio

Motor 114,926 40.8% 89,722 63.2% 78.1%
Property 33,113 11.8 2,703 1.9 8.2
Medical 32,681 11.6 13,275 9.4 40.6
Group Life 27,694 9.8 9,892 7.0 35.7
Engineering 23,362 8.3 6,219 4.4 26.6
Other 19,898 7.1 5,966 4.2 30.0
Marine 13,012 4.6 3,552 2.5 27.3
Liability 8,551 3.0 2,826 2.0 33.0
Life Individual 8,492 3.0 7,705 5.4 90.7
Total 281,730* 100.0% 141,860 100.0% 50.4%
*May not add due to rounding.
Sources: Capital Market Authority, Oman; A.M. Best research
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A.M. Best expects Omani insurance premiums will continue to be generated primarily 
from non-life lines in the coming years. Motor – the main line of business accounting for 
41% of GPW in 2011 – is an open market product with no tariff or controls imposed by 
the CMA, and as a result, is the most competitive. This is reflected in companies’ top-line 
growth with low technical profitability or, in many cases, technical losses. On a net basis, 
motor contributed 63% of total net premium written (NPW) in 2011. In comparison, 
other business lines were heavily reinsured into the international market.

Medical business has seen material growth in recent years to represent almost 12% of 
total GPW.  However, because medical is not currently compulsory and there is a lack 
of regulation for universal cover, demand for this product is low compared to that of 
regional peers. Despite the limited number of companies offering medical products, 
insurers continue to struggle to break even and underwriting conditions are challenging 
given the market’s high level of medical claims inflation. The introduction of compulsory 
medical cover is still under discussion, and depending on the form this eventually takes, 
may increase demand in the short-to-medium term. 

Property and engineering risks collectively contribute 20% of GPW.  However, on a net 
basis, they represent just over 6% of retained premiums. This is in line with low 
retention ratios across the GCC, particularly for domestic insurers.

Retention levels vary considerably per line of business, ranging from 8% for large risks, 
to 91% for individual life, with overall levels of 50%. Local established players have much 
lower levels of retention than those of foreign companies with a branch presence.  

Whilst the quality of reinsurers used by Omani companies is good – as per local 
requirements – there remains material counterparty credit risk for the primary insurer, 
given the significant proportion of business ceded. This can be magnified in the event 
of catastrophes, which despite common belief do occur, especially in the form of windstorm. 

Oman’s Catastrophe Exposures
The GCC has generally been viewed as a benign region for catastrophes, although 
recent storms in Oman have highlighted the uncertainty regarding natural hazards and 
the country’s changing awareness of such risks. 

In the past few years, Oman has been exposed to cyclones from the Arabian Sea, 
including Gonu in 2007 and Phet in 2010. Cyclone Gonu, perceived to be the worse 
tropical storm in Oman on record, caused heavy flooding.  As a result, many local 
insurers and reinsurers produced unfavourable results from their Omani exposures. 
Subsequently, some reinsurers withdrew capacity to manage their prospective 
exposures. Local insurers generally have a weak understanding of catastrophe 
cover, with most dependent on assistance and protection provided by third parties, 
mainly international brokers or lead reinsurers. Many insurers paid motor-related 
claims relating to Cyclone Gonu, while a significant proportion of property and engineering 
risks were ceded into the international market. 

The developments and uncertainty regarding catastrophe risks in Oman is of concern, 
especially with the frequency of such events seemingly increasing, combined with 
higher aggregate sums insured. It is of material importance for domestic participants to 
understand their aggregate exposures and concentration to ensure their capital base is 
adequately protected to cover catastrophe risk, including the counterparty credit risk 
associated with their reinsurers.
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Ratings Issues for Omani Insurers
The Omani insurance market continues to be fragmented and fraught with intense 
competition. Despite good market opportunities and continued growth over the 
short-to-medium term, an anticipated increase in new entrants after the introduction 
of new Takaful licensing regulation is expected to further crowd the market and 
create a more challenging operating environment. 

As with other GCC insurance markets, insurers’ enterprise risk management (ERM) is at 
a developmental stage. In some instances, ERM can lack internal control over key 
management functions, for example investment risk management. 

In the short term, low investment yields are anticipated and there is greater pressure on 
insurers to deliver improved underwriting results. This poses an interesting challenge for 
insurance companies, and fresh capital will likely increase competitive pricing pressures.  

Prudent underwriting is important in order to establish a sound franchise in the market. 
However, like other insurance markets in the GCC, the Omani insurance market is, to an 
extent, constrained by its skill base. 

In addition, for Omani insurers, the country’s exposure to natural catastrophes 
is one of the most significant risks. It is therefore important for companies to 
improve their understanding of this risk and any potential implications this can 
have on their profiles.



23

Special Report Gulf Cooperation Council

23

Special Report Middle East (CC)

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 insurance regulatory 
bodies into one will assist improved regulation and governance across the 
market, which may create a robust regulatory platform for insurance awareness 
and ultimately, growth.

Qatar is the third largest insurance market in the Gulf Coop-
eration 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 pre-
mium 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).

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 mar-
kets over the next few years,  A.M. Best forecasts that 

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% 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 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 2
*2012
Sources: International Monetary Fund, World Economic Outlook Database, October 2012; Swiss Re sigma No. 3/2012;  
A.M. Best research

Market Review
March 25, 2013
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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 prod-
uct 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 indus-
try, 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.

Exhibit 2
Qatar Non-Life — Market Share by Lines 
of Business (2011)
(Based on gross premiums written)
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Transit
13.2%

Property
(includes Energy)

70.8%
Source: Axco Global Statistics

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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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 
performance and adjusts rates accordingly. Profitability for MTPL tends to be bor-
derline. 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 sufficient 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 
operated 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 
Rulebook (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. 

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.
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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 commis-
sions which result in depressing 
companies’ expense ratios. 

The rise in the estimated mar-
ket 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 propor-
tion 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 pru-
dent approach to underwriting.

Exhibit 2
Qatar Non-Life — Market Share by Lines 
of Business (2011)
(Based on gross premiums written)
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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 deterio-
rated marginally in 2011. Reinsurers have reduced commission payments and intro-
duced sliding scale commissions related to profitability. They also have offered less 
favourable commissions across the GCC in recent years, resulting in a general move-
ment toward higher retention levels for local companies. In addition, there has been a 
gradual shift from proportional to non-proportional business, which changes the busi-
ness mix and reduces overall commission costs for reinsurers, encouraging 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. 

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 com-
panies 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 pre-
miums. In the medium term, margins of medical business are likely to be in low single dig-
its 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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Insurers’ Profitability Under Pressure 
as Saudi Arabia’s Growth Slows

Many insurers in Saudi Arabia are reporting deteriorating underwriting 
results at a time when the market’s growth is slowing.  A.M. Best’s 
analysis shows, in recent years, the market’s combined ratio, as a 

whole, has been increasing while real premium growth has been slowing 
down, leaving insurers to compete mainly on price. 

Saudi Arabia has the second largest insurance market within the Gulf 
Cooperation Council (GCC), with total premium reaching SAR 20.3 billion 
(USD 5.4 billion) in 2012, according to A.M. Best’s analysis of company reports 
as filed with the Tadawul Stock Exchange. With the largest population in the 
region at 28.2 million inhabitants, the market is considered to have great 
growth potential with insurance penetration – premium as a percentage of 
gross domestic product (GDP) – relatively low at 0.8% in 2011 (see Exhibit 1).

Historically, the Saudi insurance market’s strong 
growth has been fuelled by the new regulatory 
regime that followed the introduction of the Coop-
erative Insurance Companies Control Law of 2003.  
This law obliged insurers to be established in the 
Kingdom of Saudi Arabia as opposed to writing 
business from neighbouring countries, mostly from 
Bahrain. Furthermore, a growing economy and 
accelerating government spending on infrastructure 
has increased demand for engineering insurance. 

The introduction of compulsory cover for group 
medical insurance and motor has provided the 
greater impetus for increased insurance demand.  As 
a result, Saudi Arabia’s insurance market is weighted 
toward health insurance products, which made up 
53% of total market gross premium written (GPW) 
in 2011. Motor accounted for 21% of premiums, other 
general business constituted 21% of GPW,  and life 
and savings 5%.  The importance of motor and health 

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% 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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business is even greater when examining the retained portfolios – i.e. net of reinsurance – as 
high retention levels, equating to 95% and 85% respectively, resulted in overall retention 
ratios for Saudi insurers of 72.1% in 2011. This level rose marginally from 70.9% in 2010.

While there is still growth potential for these two lines of business, their impact on GPW 
has waned in recent years. Nevertheless, the market has potential for greater insurance 
demand,  underpinned by the country’s expected strong economic growth. Saudi Arabia 
is the world’s largest producer and exporter of petroleum, although as oil production is 
scaled back on lower prices and weaker global demand, GDP growth is expected to fall 
from the 7.1% achieved in 2011, and the estimated 6% rise in 2012, to 4.2% in 2013.

Insurers are continuing to anticipate opportunities following the long-awaited overhaul of 
mortgage legislation in 2012, which is expected to result in more Saudi Arabians purchasing 
their own properties and an increase in demand for property and life insurance. However, 
there may be a time lapse before the impact of the mortgage law becomes clear.

Insurers Face Slowing Market Growth 
Total premium in Saudi Arabia has risen strongly in recent years. Based on data from the 
regulator, the Saudi Arabian Monetary Agency (SAMA), GPW rose 12.1% in 2010, and by a 
further 12.9% to SAR 18.5 billion in 2011. However, real growth – i.e. the growth rate 
after inflation is deducted – indicates that the market has slowed down significantly during 
2010 and 2011 (see Exhibit 2). The data shows the impact of compulsory lines of business 
is starting to wane and the pace of growth is slowing. Company filings with the 
Tadawul indicate the market grew to SAR 20.3 billion in 2012, representing a 9.7% 
annual growth, which equates to a real growth rate of 5.9% for the year. 

In addition to the market’s slowing growth rate, many companies have also posted 
deteriorating profitability levels during this period. The market’s aggregated combined 
ratio stood at 77% in 2006, but has steadily increased to reach 94% in 2011. Flooding in 
Jeddah in both 2009 and 2011 has impacted profitability for many insurers. Despite the 
improved infrastructure in Jeddah, there are still competitive pressures on core lines of 
business, which are likely to continue to have an adverse effect on profitability.

Despite the increase in the Saudi Arabian insurance market’s combined ratio, overall the 
sector remains profitable as technical profit-
ability is supported by moderate investment 
income. However, there are great variances 
among insurers’ overall performances, with 
62% of insurers posting profits and 38% of 
companies reporting losses in 2012 (see 
Exhibit 3). 

The larger Saudi companies have 
reported improving financial perfor-
mance.  The three biggest insurers 
– former state-owned  The Company 
for Cooperative Insurance (Tawuniya), 
Medgulf and BUPA Arabia – account for 
50% of the market’s GPW and an even 
greater share of the industry’s profits, 
87.5% for 2012.  These three insurers 
benefit from economies of scale. In the 
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case of BUPA, it has an internationally 
reputable brand and expertise in under-
writing medical risks. 

According to their reports and accounts, the 
majority of companies were profitable in 
2012, while many are finding it more diffi-
cult to compete in these market conditions, 
with 55% of all companies either reporting 
losses or posting a deteriorating profit. 

A.M. Best’s research shows 45% of 
all Saudi insurers posted a profit and 
improved technical results, while almost 
a fifth (17%) of companies reported a 
profit but saw their results deteriorate. 
The remainder of companies (38%) were 
loss-making. It is increasingly important 

for companies to identify strategies that combine growth with profits. Some insurers’ 
capitalisation has been eroded to such an extent that they no longer meet the regu-
latory minimum capital requirements – discussed further in Regulatory Pressures 
Facing Saudi Arabia’s Insurers.

In common with other developing markets, insurers describe conditions as competitive.  
As Saudi Arabia’s insurance market has expanded rapidly, the number of companies in 
the sector has grown gradually.  According to SAMA, at the end of 2012, there were 32 
licenced insurers and one reinsurer operating in the Kingdom (see Exhibit 1), with two 
insurer licences approved in early 2013. However, only 29 companies are fully operational 
and report results in line with regulatory requirements to the Tadawul. In comparison, in 
May 2009 there were 21 licenced insurers and reinsurers, with nine companies approved. 

Nevertheless, compared with other GCC and emerging countries, the Saudi Arabian 
insurance market does not appear to be overcrowded. The average company premium 
written for the 29 fully operational companies, based on 2011’s total GPW, was 
approximately USD 170 million.  This is significantly higher than the average premium 
for a company in the other five GCC countries and other emerging markets. For example, 
Qatar’s average GPW per company is about USD 40 million. 

Saudi Insurers Encounter Diverse Challenges
The Saudi government has implemented socio-economic benefits worth around 
USD 36 billion. However, political unrest in the region, particularly in Bahrain, is one 
of the greatest concerns for Saudi Arabia, and could dampen economic development.

In June 2012, defence minister Prince Salman bin Abdulaziz Al-Saud was named crown 
prince.  A.M. Best notes he is widely respected, regarded as a pragmatist, and likely to 
support King Abdullah’s reform agenda going forward. However, succession remains an 
issue, given the king’s health problems.

The GCC, with a few exceptions, is considered to be broadly free of major natural 
catastrophes. However in recent years, flooding has occurred in Jeddah, and the region 
is also considered to be exposed to earthquake risks.  As with other GCC countries, 
well-developed catastrophe models are uncommon in Saudi Arabia. In A.M. Best’s opinion, 
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some Saudi insurers have only a basic understanding of their exposures to natural 
catastrophes, with little use of any formalised modelling techniques and basic calculations 
for probable maximum losses. Regulatory requirements stipulate that insurance companies 
have adequate reinsurance protection against catastrophes.

Regulatory Pressures Facing Saudi Arabia’s Insurers
Since SAMA began regulating the sector under the Cooperative Insurance Companies 
Control Law, there have been significant advances in the regulatory environment. 
Structural changes included companies being required to bring their operations 
onshore, list on Saudi Arabia’s stock exchange and ensure a majority of Saudi ownership. 

All insurance companies must be established in a “cooperative” manner, under a Shari’a 
compliant model that is conceptually distinct from Takaful.  Although it involves the 
concept of distribution of surplus, it does not include provisions relating to the segrega-
tion of policyholder funds from shareholder funds,  an explicit requirement to invest 
in a Shari’a compliant manner (as all investments in Saudi Arabia are considered Shari’a 
compliant), nor the appointment of Shari’a boards.

Some companies are struggling to meet SAMA’s minimum capital requirements (MCRs), 
which requires insurers to be capitalised with SAR 100 million, whilst companies under-
writing reinsurance business must have SAR 200 million.  A.M. Best expects an influx of 
capital into the market to satisfy these requirements, although receiving approval from 
SAMA and/or the Capital Market Authority for fundraisings can be a time consuming and 
lengthy process. There is also the possibility that some insurers with a licence to accept 
reinsurance business may surrender their reinsurance licences to reduce their MCRs. 

For insurers, zakat – a form of compulsory charitable contribution under Islamic law – is 
particularly onerous and, as it is mainly based on a company’s capital, it discourages insurers 
from maintaining high levels of capitalisation. Zakat is payable irrespective of a company’s 
profitability and is levied at a rate of 2.5% on a company’s “zakat base.”  This is calculated by 
adding adjusted (for zakat purposes) net income to paid-up capital and other capital items, 
and subtracting permissible items such as the net value of fixed assets and investments in 
the Kingdom’s government bills. Relatively new insurers can be well capitalised in the first 
few years of trading, but may fail to make profits. The obligation to pay zakat, and the need 
to service capital levels, can place a strain on performance and reduce shareholders’ 
equity, particularly during years of poor performance.

There has been some discussion regarding mergers and acquisitions in the industry 
owing to the MCRs and the zakat burden. However, given it is increasingly difficult 
to obtain new licences, the divide between sellers’ and buyers’ expectations and 
the market not being overly crowded,  A.M. Best does not anticipate significant 
industry consolidation.

SAMA has been examining insurers’ pricing levels for motor and medical insurance, 
for example, during inspection visits to companies. In 2013, all insurers were commissioned 
by SAMA to undergo an actuarial review of the technical pricing of both medical and 
motor as a result of the poor technical profitability of these lines.  As such, many insurers 
would face stricter guidelines and have less room to manoeuvre on pricing in order to 
bring these lines to an adequate level of profitability. Moreover, the medium to large 
players which have successfully written these lines and have generated sufficient 
volumes to benefit from economies of scale are likely to be the main beneficiaries of 
this review, being able to offer competitive terms at more favourable pricing. 
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SAMA’s measures are largely expected to improve the profitability of motor and medical 
from 2013 and, to a certain extent, alleviate the pressures currently experienced in 
the market. Conversely, those insurers that have unsuccessfully written these lines may be 
obliged to increase their prices and lose their competitive positions in the market.

While submitting product pricing to SAMA has increased companies’ expenses due to 
external consultants being hired to review cost bases,  A.M. Best considers the regulator’s 
investigations into pricing viability as a positive move. Gross claims for motor have risen 
significantly, climbing by 45.1% from 2010 to 2011, according to SAMA. This reflects, in 
part, higher spare parts costs and the subsequent increases in claims costs. 

It is rare for an insurance supervisory body in the GCC to take steps to determine whether 
rates are priced adequately.  The technical pricing review and the resultant regulatory action 
during 2013 is likely to increase pressure on insurers to price on a technical basis with 
less emphasis on competitiveness, as it has until now, thus addressing issues surrounding 
the level of price-based competition for these classes of business. SAMA will need to act 
promptly for the profitability of these risks to improve. However, there are many uncertain-
ties and  A.M. Best considers that companies’ focus on underwriting results will be essential. 

Rating Issues for Saudi Insurers
Insurers’ capitalisation is a major concern, with many failing to meet minimum capital 
and solvency requirements. The technical profitability of the Saudi insurance market 
is another consideration, particularly regarding motor and medical risks. While SAMA’s 
actuarial review of the technical pricing of these classes of business should improve 
profitability, it is imperative for insurers to remain competitive and improve the overall 
profitability of their portfolios.

Zakat can be a burden on companies, particularly for those with a sizable asset base or a poor 
earnings track record. Insurers need to ensure sufficient earnings are generated to cover the 
zakat expense and retain sufficient profits to support their plans. 

Given the growth of commercial risks, it is important that companies understand their 
exposures to ensure the accumulation and concentration of risks are managed prudently. 
Increasing insured values must be considered in higher catastrophe prone regions like 
Jeddah, where there has been flooding in recent years.

Saudi Arabia’s insurance market has experienced significant growth in the past few 
years. However, market conditions are becoming increasingly challenging for insurers as the 
impact of compulsory insurance begins to wane. 

Large insurers with good technical expertise and a favourable market position are likely 
to continue to dominate the market.  As Saudi Arabia’s insurance market matures, 
conditions are becoming increasingly competitive and profit margins are likely to 
reduce.  A.M. Best considers that, in this environment, the main challenge for manage-
ment over the coming years will be growing the business in accordance with business 
plans. Good strategic plans will enhance a company’s position, and it is likely that a 
number of small-to-medium size insurers will start specialising either in specific market 
segments or in specific product lines in order to outperform the market.
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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 contin-
ued 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 percentage of gross domestic 
product (GDP) of 1.9% (see Exhibit 1).

In recent years, the UAE has benefited materially from oil revenues stimulat-
ing 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 business, representing almost a third of 
total premiums in 2011.

According to the Insurance Authority, which regu-
lates the domestic market, the UAE’s insurance sector 
grew strongly in 2011. Reported gross premiums 
written (GPW) reached AED 24 billion in 2011. The 
regulator 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.

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

Market Review
May 6, 2013

The UAE is the 
predominant 
insurance 
market within 
the GCC.
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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 rapidly 
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 impetus 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 hospitality 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 insur-
ance, 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 Commercial 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.

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 
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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 regulations 
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 proposed 
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 ownership, 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), Emirates 
Insurance Co. and Al Ain Ahlia Insurance Co., benefit from close proximity 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.
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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 structure 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 pricing 
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 margins 
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.

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.
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In line with other GCC countries, retention ratios are low, although increasing 
gradually 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 pre-
mium 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; there-
fore,  retained portfolios are 
skewed toward individual lines 
on a net basis. Medical, motor, 
and individual life businesses 
are retained the most. In 2011, retention 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 
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’ 

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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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 con-
centration is somewhat mitigated by the country’s low exposure to natural catastrophes.  
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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