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Gulf Cooperation Council Non-Life & Life

GCC Growth Outpacing Developed,  
Other Emerging Insurance Markets
Growth rates in the insurance markets of Gulf Cooperation Council (GCC) countries remain 
higher than those of developed markets and have kept pace with those of some key emerging 
markets. The GCC markets of Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United Arab 
Emirates are now growing as fast as Brazil and China.

A.M. Best’s research comparing the GCC’s insurance markets with developed markets and 
those of the BRIC (Brazil, Russia, India and China) countries analysed 1,766 companies in 
19 countries over the past nine years, finding that growth in the GCC compares favourably 
against most markets.

Gross premiums written (GPW) in the GCC countries had a compound annual growth rate 
(CAGR) of 21% from 2002 through 2012, the same as Brazil and China, while Russia was at 
18% and India at 16%. A market that is growing at 21% enables companies to more easily sus-
tain the shocks associated with emerging markets. 

For Far East and developed markets, the CAGRs were 14% and 4% respectively. Interest-
ingly, growth of GPW in the GCC markets continue to accelerate from 2010, and despite 
depressed financial markets the GCC insurance sector is continuing to outpace most other 
markets in the analysis. 

Insurance business in emerging markets is extremely competitive, with many companies 
complaining that there are more players than their markets can effectively sustain. More than 
1,180 of the companies studied by A.M. Best are in the developed markets of France, Germany 
and the United Kingdom. While far fewer companies operate in emerging markets, developed 
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Exhibit 1
Gulf Cooperation Council – Total Premium Volume (2007-2012)
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markets are seen to be much more congested. However, developed markets have far more 
companies with niche strategies focusing on specific products or segments. By contrast, all 
companies within smaller, emerging markets tend to operate across all segments and product 
lines, creating broad-based, intense competition.

Insurers in emerging markets are further constrained by the existence of “national champions” 
that dominate their respective markets.  The problem is not that the market is too congested, 
but that the GCC markets have a large number of small insurance companies. This small size 
makes companies more susceptible to volatility in operating performance.

General economic growth and public spending in the GCC are likely to increase in the short 
to medium term, providing further impetus for the insurance market. However, much of the 
recent growth in insurance has come from compulsory covers. Companies had looked at high 
growth rates as a given, but governments are running out of opportunities to rely on compul-
sory business to stimulate the market. In this environment, premium growth is likely to be 
more subdued than the historical highs, which in turn puts more pressure on insurers to seg-
ment the market and identify strategies for growth.

Market Dynamics
Premium volumes in GCC markets are heavily skewed to non-life business. Western markets 
have a 58%-42% split. In Western Europe, 58% of premiums come from life business. The op-
posite is true in the GCC, where life business has among the lowest penetration rates of any 
emerging market, accounting for only 14% of premiums. 

Among the insurance markets studied by A.M. Best, only Russia has a lower proportion of life 
premiums at 3%. While life premiums exceed 50% in all other markets, India ranks highest at 
80%, followed by the Far East with 60%. As for non-life’s 86% market share in the GCC, most 
consists of medical and motor insurance, the lines that also have experienced the greatest im-
pact from the introduction of compulsory coverage in the region. Although it is a significant 
part of the overall non-life market, the contribution of motor insurance to total premium is 
smaller in the GCC than in developed or other emerging markets. That tends to point toward 
significant underinsurance and lower rates in some of the GCC markets. 
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Exhibit 2
Gulf Cooperation Council – Total Premium Volume (2007-2012) 
Excludes Saudi Arabia and United Arab Emirates.
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The importance of motor insurance will increase, especially as several GCC markets go 
through a period of re-pricing and as more uninsured vehicles join the insured popula-
tion.

The importance of medical insurance is higher in the GCC than in other markets, comprising 
34% of non-life premiums, far greater than the 7% level in developed markets.

Medical and motor lines account for about 59% of GCC non-life premium. Unfortunately, for 
most GCC companies these two product lines are underperforming, producing either un-
profitable or marginal results. These market dynamics raise questions about the current and 
future financial performance of GCC companies. 

Non-life business lines will dominate the GCC insurance market for the foreseeable future. 
Life business will continue to be marginal over the next three to five years, especially as 
companies are failing either to focus on the business or try to change the attitudes of a popu-
lation that sees life insurance as unnecessary. Growth in the GCC will remain higher than 
in developed markets but lower than in the recent past,  with a big portion of the premiums 
still coming from motor and medical insurance. Companies will have to focus on profitability 
rather than top-line growth.

Market Profitability
Five-year cumulative profits in the developed markets totalled USD 560 billion, compared with 
USD 74 billion for China and USD 5 billion for the GCC. Relative to other emerging markets, the 
GCC markets are generating good profits, albeit on a small scale. GCC markets have been lagging 
in terms of life insurance profit, since there has been little business written in the segment. The 
major drivers of profitability in the GCC market have historically been investment income and 
profits arising out of non-life business. In the past five years, the aggressive investment strategies 
followed by many companies in the region resulted in capital losses arising out of their real estate 
and equity holdings.

In the early years of the recent financial crisis, from 2008 into 2009, GCC insurers managed to sup-
port results by selling some assets that were still above book value while holding onto assets with 

Exhibit 3
Gulf Cooperation Council – Life and Non-Life Premium Split 
GCC vs. BRIC, Far East and developed markets.
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declining values, which generated increased volumes of unrealised losses. As the market improved, 
companies still had assets on their balance sheets at relatively high valuations compared with mar-
ket prices. This raises the question of where profitability will come from when investment yield is 
down and valuations remain low.

The combined ratio of the GCC has traditionally been among the best of any of the emerg-
ing markets. Yet technical profitability has deteriorated since 2010, with the combined ratio 
increasing by 10 percentage points in the past five years to reach 95%. The claims ratio has re-
mained relatively stable in this period, with the main driver for deterioration in the combined 
ratio being an apparent increase in acquisition expenses.

The acquisition ratio was negative before 2006, a result of significant reinsurance cessions that 
resulted in large inward 
reinsurance commissions, 
which in turn outweighed 
the commissions paid by 
the insurers for acquiring 
business.  One result of 
the recent economic crisis 
was the reduction of large 
projects and risks insured 
in the region, which were 
responsible for the bulk of 
reinsurance commissions. 
The greater adoption of a 
decreasing scale of com-
missions, which links the 
reinsurance commissions 
paid to the profitability of 
a reinsurance program, 
has further reduced the in-
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Gulf Cooperation Council – Combined Ratio (2008-2012)
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Exhibit 4
Gulf Cooperation Council – Components of Profitability 
GCC vs. BRIC, Far East and developed markets.
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flow of reinsurance commissions to the region, especially to poor-performing bouquet treaties. 

Retention levels are likely to edge upward as companies find it increasingly difficult to cede 
business on some of their less profitable lines.

The management expense ratio improved through the period of the analysis but remains rela-
tively high, due to the lack of economies of scale. 

Accounts recoverable remain high even when compared with other emerging markets. Companies 
in the region have focused on reducing the amounts recoverable for several years, resulting in a 
constant reduction over the past nine years. Still, it is estimated that recoverables remain outstand-
ing for almost four months (116 days) in the GCC, down from 175 days nine years ago. There is 
significant room for improvement, especially when considering that the average duration for 
recoverables in developed markets is estimated at 57 days.

Life insurance profitability, measured as the return on life premiums, is low in the GCC market. A 
significant proportion of the business written is annually renewable group business with rela-
tively low margins. Only a handful of companies write significant volumes of individual business, 
which tends to have better margins, with the lack of expertise and generally low levels of de-
mand being the main obstacles for the remaining companies. Profitability of life business will 
continue to be of marginal importance.

For the region, reinsurance rates are likely to start to increase and reinsurance commissions to 
decline. Companies are anticipated to focus on gross profitability rather than net after receiving 
insurance commissions. That can only be good for the market’s long-term viability, as it will focus 
companies on improving the technical profitability of the business written.
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Exhibit 6
Gulf Cooperation Council – Acquisition Expense Ratio (2002-2012) 
GCC vs. BRIC, Far East and developed markets.
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Balance Sheet Composition
GCC markets have the lowest percentage of liquid assets on their balance sheets at 43%, 
compared with 69% in both developed markets and China; 82% in India; 59% in Brazil; and 
55% in Russia. This low level of liquid assets stems from the GCC’s lack of life business (espe-
cially unit-linked business) and an insignificant bond market. As a result, investment portfoli-
os in the region have high levels of bank deposits, real estate and, to a lesser extent, equities, 
while some companies divested from large equity exposures held before the financial crisis. 

The extensive use of reinsur-
ance and the slow collection 
of accounts receivable result 
in  a relatively high propor-
tion of operational leverage. 
Reinsurance recoverables 
account for 17% of the GCC’s 
total balance sheet assets and 
“other recoverables” a further 
13%. 

On the liability side, GCC 
countries are also unique for 
the high proportion of share-
holders’ equity among total 
liabilities. At 37% of total GCC 
liabilities, shareholders’ equity 
is significantly higher than all 
other markets examined. For 
GCC countries, insurance li-
abilities are among the lowest 
of any market, partly due to 
the lack of long-tail liabilities, 
either life or non-life. The high level of creditor liabilities in GCC countries is the other side of 
the recoverables  
mentioned above, as companies tend to pace payments to their reinsurers in line with their 
premium collection.

Balance sheets in the medium term will continue to exhibit high levels of recoverables and 
operating leverage. Some companies are trying to bring these down, but it will likely take 
several years of concerted effort before the market nears practices in developed markets. 
Reinsurance recoverables are starting to decline through increased retentions, and that 
will continue as more companies are forced to retain greater proportions of their business.

Investment portfolios will remain biased toward cash, real estate and equity. If the bull mar-
ket observed in some of the local stock exchanges were to continue, equity exposures would 
increase as companies try to boost yield, and because the equity of their holdings is priced 
up. Overall, risk-adjusted capitalisation is likely to remain very strong, probably on a par with 
stronger markets as has been seen elsewhere. But as more risk is retained, risk-adjusted capi-
talisation will continue declining.
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Exhibit 8
Gulf Cooperation Council – A.M. Best-Rated Companies
Ratings as of Feb. 24, 2014.*

Domicile Company AMB #

Best’s 
Financial 
Strength 
Rating (FSR)

Best’s  
Issuer Credit 
Rating (ICR) Outlook

FSR & ICR 
Rating 
Action

Rating 
Effective 
Date

Bahrain  ACE American Insurance Co. (BBH) 091291  A+  aa  Positive  First  June 14, 2013
Bahrain  ACR ReTakaful MEA B.S.C. (c) 090059  A-  a-  Stable  Affirmed  Dec. 20, 2013
Bahrain  Arab Insurance Group (B.S.C.) 085013  B++  bbb+  Positive  Affirmed  Dec. 19, 2013
Bahrain  Bahrain Kuwait Insurance Co. B.S.C. 085489  A-  a-  Stable  Affirmed  Nov. 15, 2013
Bahrain  Bahrain National Insurance Co. BSC 087928  B++  bbb+  Stable  Affirmed  Dec. 11, 2013
Bahrain  Life Insurance Corp (Intl) B.S.C. (c) 077623  B++  bbb+  Negative  Affirmed  Sept. 19, 2013
Bahrain  Mediterranean & Gulf Ins & Reins Co. BSC 092328  A  a  Stable  First  Dec. 23, 2013
Bahrain  Takaful International Co. BSC 090250  B++  bbb  Stable  First  Mar. 25, 2013
Bahrain  Trust International Insur & Reins Co. BSC 086326  A-  a-  Stable  Affirmed  Aug. 22, 2013
Kuwait  Gulf Insurance Co. K.S.C. 090842  A-  a-  Stable  Affirmed  June 13, 2013
Kuwait  Gulf Life Insurance Co. K.S.C. (Closed) 090950  A-  a-  Stable  Affirmed  June 13, 2013
Kuwait  Kuwait Reinsurance Co. KSC (Closed) 085585  A-  a-  Stable  Affirmed  April 25, 2013
Oman  Muscat Insurance Co. SAOC 077842  B+  bbb-  Stable  First  Feb. 12, 2014
Oman  Muscat Life Assurance Co. SAOC 077843  B+  bbb-  Stable  First Feb. 12, 2014
Oman  National Life and General Ins Co. SAOC 078110  B++  bbb  Stable  Affirmed  April 4, 2013
Qatar  Qatar General Insurance & Reins Co. SAQ 085452  A-  a-  Stable  Upgraded  Jan. 17, 2014
Qatar  Qatar Insurance Co. S.A.Q. 078335  A  a  Stable  Affirmed  Nov. 20, 2013
Qatar  QIC International LLC 092612  A  a  Stable  Affirmed  Nov. 20, 2013
Qatar  Q-Re LLC 092611  A  a  Stable  Affirmed  Nov. 20, 2013
Saudi Arabia  ARABIA Insurance Cooperative Co. 091741  B-  bb-  Negative  Downgraded  Aug. 1, 2013
Saudi Arabia  Medgulf KSA 088904  A  a  Stable  First  Dec. 23, 2013
Saudi Arabia  Saudi United Cooperative Ins Co. (Wala’a) 090704  B++  bbb  Stable  Affirmed  Nov. 6, 2013
Saudi Arabia  Trade Union Coop Ins Co. -  A Saudi JSC 091583  B++  bbb+  Stable  Affirmed  Nov. 27, 2013
United Arab Emirates  Abu Dhabi National Insurance Co. PSC 085825  A  a  Stable  Affirmed  Aug. 22, 2013
United Arab Emirates  Alliance Insurance (PSC) 078732  A-  a-  Stable  Affirmed  Aug. 15, 2013
United Arab Emirates  Al-Sagr National Insurance Co. PSC 090714  B+  bbb-  Stable  Affirmed  Aug. 15, 2013
United Arab Emirates  Dubai Insurance Co. (PSC) 090584  B++  bbb  Stable**  Affirmed  May 17, 2013
United Arab Emirates  Emirates Insurance Co. P.S.C. 085401  A-  a-  Stable  Affirmed  Sept. 3, 2013
United Arab Emirates  Emirates Retakaful 093190  B++  bbb+  Stable  First  Nov. 15, 2013
United Arab Emirates  Gulf Reinsurance Ltd. 088930  A-  a-  Stable  Affirmed  Aug. 2, 2013
United Arab Emirates  National General Insurance Co. (PSC) 090718  B++  bbb+  Stable  Affirmed  May 2, 2013
United Arab Emirates  National Takaful Co. (Watania) PJSC 092651  B+  bbb-  Stable  First  Mar. 18, 2013
United Arab Emirates  Oman Insurance Co. P.S.C. 078177  A  a  Stable  Affirmed  Aug. 23, 2013
United Arab Emirates  Orient Insurance Co. (PJSC) 078593  A  a  Stable  Affirmed  April 25, 2013
United Arab Emirates  Union Insurance Co. P.S.C. 090357  B++  bbb  Stable  First  Nov. 6, 2013
*For current Best’s Credit Ratings, visit www.ambest.com.
**FSR Outlook: Stable; ICR Outlook: Positive
Source:  – Best’s Statement File – Global
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Any and all ratings, opinions and information contained herein are provided “as is,” without any 
expressed or implied warranty. A rating may be changed, suspended or withdrawn at any time 
for any reason at the sole discretion of A.M. Best. 

A Best’s Financial Strength Rating is an independent opinion of an insurer’s financial strength 
and ability to meet its ongoing insurance policy and contract obligations. It is based on a com-
prehensive quantitative and qualitative evaluation of a company’s balance sheet strength, oper-
ating performance and business profile. The Financial Strength Rating opinion addresses the 
relative ability of an insurer to meet its ongoing insurance policy and contract obligations. These 
ratings are not a warranty of an insurer’s current or future ability to meet contractual obligations. 
The rating is not assigned to specific insurance policies or contracts and does not address any 
other risk, including, but not limited to, an insurer’s claims-payment policies or procedures; the 
ability of the insurer to dispute or deny claims payment on grounds of misrepresentation or 
fraud; or any specific liability contractually borne by the policy or contract holder. A Financial 
Strength Rating is not a recommendation to purchase, hold or terminate any insurance policy, 
contract or any other financial obligation issued by an insurer, nor does it address the suitability 
of any particular policy or contract for a specific purpose or purchaser.

A Best’s Debt/Issuer Credit Rating is an opinion regarding the relative future credit risk of an 
entity, a credit commitment or a debt or debt-like security. It is based on a comprehensive quantita-
tive and qualitative evaluation of a company’s balance sheet strength, operating performance and 
business profile and, where appropriate, the specific nature and details of a rated debt security.Credit 
risk is the risk that an entity may not meet its contractual, financial obligations as they come due. 
These credit ratings do not address any other risk, including but not limited to liquidity risk, market 
value risk or price volatility of rated securities. The rating is not a recommendation to buy, sell or hold 
any securities, insurance policies, contracts or any other financial obligations, nor does it address the 
suitability of any particular financial obligation for a specific purpose or purchaser.

In arriving at a rating decision, A.M. Best relies on third-party audited financial data and/or other 
information provided to it. While this information is believed to be reliable, A.M. Best does not 
independently verify the accuracy or reliability of the information. 

A.M. Best does not offer consulting or advisory services. A.M. Best is not an Investment Adviser 
and does not offer investment advice of any kind, nor does the company or its Rating Analysts 
offer any form of structuring or financial advice. A.M. Best does not sell securities. A.M. Best 
is compensated for its interactive rating services. These rating fees can vary from US$ 5,000 
to US$ 500,000. In addition, A.M. Best may receive compensation from rated entities for non-
rating related services or products offered. 

A.M. Best’s Special Reports and any associated spreadsheet data are available, free of charge, 
to all BestWeek subscribers. Nonsubscribers can purchase the full report and spreadsheet data. 
Special Reports are available through our Web site at www.ambest.com/research or by calling 
Customer Service at (908) 439-2200, ext. 5742. Briefings and some Special Reports are offered 
to the general public at no cost.
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ext. 5644.
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