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ACAL has long been very concer-
ned about the mutual insurance enti-
ties that are active in the Lebanese 
market, because they are deficient 
in regards of risk management, 
control, taxation, supervision and 
other points. The Directorate of 
Cooperatives has received many 
customer complaints about mutual 
schemes for insurance and ACAL 
is determined to solve the problems 

of mutuals, by having them regula-
ted properly and by migrating their 
supervision to the Ministry of Eco-
nomy and Trade and insurance su-
pervisory bodies.

Mutual insurance organizations 
furthermore must be clearly defined 
under the law and in ACAL’s view 
have to be limited in their coverage 
to health policies (under exclusion 
of offering first-class health) and 
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Mutual insurances 
need to be supervised 

and regulated
pool that will enable local companies 
to start competing for the still nascent 
opportunities in the energy exploration 
and extraction field. The Board 
Committee entrusted with work on this 
pool begun with writing a draft of bylaws 
and all terms for this pool.
Finally among noteworthy activities du-
ring the past quarter, the association has 
started on a collaboration protocol with 
the Automobile Importers’ Association 
(AIA). Under this protocol, maintenance 
and repair work on all insured vehicles 
would have to be carried out at licensed 
agencies and certified car workshops du-
ring and after the warranty period.
Labor and parts in the automotive sector 
would be associated with standardized 
costs, including a list of depreciation on 
the value of each spare part, and vehicle 
repairs would only be done with genuine 
spare parts at official dealers, whereas the 
insurance companies will in turn be recei-
ving guaranteed discounts on repairs they 
finance.
The protocol that is being negotiated with 
the AIA will in our view make automotive 
insurance better calculable and contribute 
to increased road safety by ensuring that 
repairs are up to standard.
In closing, I trust that you had an en-
joyable summer and wish you peace and 
prosperity for the rest of 2016.

Jamil Harb
secretary general - ACAL
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forbidden from offering motor, acci-
dent, fire, or other lines of insurance; 
they must also be embedded into the 
national insurance environment with 
no tax advantages that would give 
them an unfair edge in the market.

To prepare a conference and further 
consultations on the thorny issue of 
mutual associations in the Lebanese 
market, ACAL has obtained an ex-
tensive study that was carried out on 
mutual insurance in various European 
countries. Assure has seen this study 
and is relying on it to facilitate better 
understanding of the need for regula-
ting mutuals.

Associations for mutual insurance 
have historically applied the prin-
ciples of solidarity and mutuality in 
form of distribution of risk burdens 
and the organization’s ownership 
among members of such associations. 
As they insure their own members, 
they are often limited by the type of 
insurance they are allowed to write 
and face problems of risk concentra-
tion for example in a case of a small 
mutual for health that is struck by an 
epidemic. As mutuals are usually also 
owned by the very same members 
that are their clients, they are limited 
in their ability to raise equity since 
they cannot access capital markets.

In the European insurance sectors, 
mutuals are rooted in the history of 
labor movements and the rise of the 
industrial age. The mutual organiza-
tions are often protected because of 
the social angle of their operations 
or because of their traditional impor-
tance for workers in labor-intensive 
and large sectors such as agriculture 

or public services. In more recent 
times, mutuals lost in importance 
while insurance companies with sha-
reholding structure gained in promi-
nence and economic weight.

Given their past roles, mutuals are 
internationally regarded as genuine 
insurance organizations. However, 
they are more narrowly defined than 
commercial companies and, with the 
growing complexity of risks and the 
rising importance of insurers in the 
financial markets and national econo-
mies, operate under the same super-
vision and the same taxation as other 
insurance providers.

For example in France, where many 
Lebanese laws have their origin with 
ultimate roots in the Code Napoleon, 
the law governs insurance mutual as-
sociations via two sets of rules, one 
for mutual insurance companies that 
are obligated to follow the code for 
insurance companies, and one for not-
for-profit mutual associations that are 
governed by a code of mutual esta-
blishments. Although the structure of 
mutual companies is very complex, 
mutuals are supervised by the same 
authority as other insurance provi-
ders and it also has to be noted that 
non-profit mutual have not exempted 
from tax since 2012.

Also in Belgium, where health in-
surance is rooted in mutual protection 
organizations among the working 
class according to the study seen by 
Assure, mutual insurances coexist 
with insurers that are joint stock com-
panies. The country’s mutual health 
societies and associated mutual bene-
fit companies are mostly active in the 

area of compulsory health insurance 
and are under the supervision of state 
insurance authorities. They cannot 
issue shares and they have to observe 
the same rules on transparency as 
joint stock companies.

From Sweden in the north, where 
mutual or hybrid companies (which 
act as mutual in that they can distri-
bute profits only to policyholders and 
beneficiaries but not to shareholders) 
hold 95 percent of all risk capital in 
life insurance according to the study, 
to Greece in the south, where mutuals 
are by contrast prohibited from wri-
ting life insurance and are active only 
in health and pensions, the sector of 
mutual associations is defined by na-
tional laws and regulations, restricted 
in ownership and profits, and gene-
rally supervised on national level by 
dedicated institutions with the prere-
quisite expertise.

ACAL urges the authorities and 
participants in insurance activities in 
Lebanon to apply best practices and 
highest standards in the regulation 
and supervision of mutual organiza-
tions and put an end to current prac-
tices that endanger policy holders, 
violate international standards and 
negatively affect the competitiveness 
and reputation of insurance.
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The year 2016 presents an opportunity to Lebanese insu-
rance providers to start thinking about the Iranian insu-
rance market and potential investments into this market. 
More than 35 years ago, state-owned I ranian provider 
Bimeh Markazi Iran, or the Central Insurance for the Isla-
mic Republic Iran, withdrew from Lebanon after years of 
operation in our country.

In subsequent years, insurance partnerships with Iran 
were limited by poor visibility on market developments in 
the country and also hampered by periods of ideological 
uncertainty and then by sanctions regimes imposed by the 
United States and Europe. With the ending of sanctions 
regimes and the gradual phasing out of financial restric-
tions, Iran is eager to develop collaborations in serving 
the insurance needs of its population and to attract invest-
ments by Arab insurance companies, as ACAL President 
Mr. Max Zaccar confirmed during his visit to Tehran as 
part of a delegation organized by the Ministry of Industry 
and led by His Excellency, Industry Minister Hussein El 
Haji Hassan.

During the visit which took place from August 27 to Au-
gust 31 of this year, Minister Haji Hassan emphasized in 
various encounters with Iranian state officials that coope-
ration of the financial and banking sectors of both countries 
need to be initiated, given the lifting of sanctions, and that 
bilateral investments between the two countries deserve to 
be encouraged.

The two nations complement each other in their geogra-
phic positions and reach, the minister pointed out, where-
by Lebanon is a gate for Iran to access the MENA region, 
Africa and the world in general, and Iran offers access to 
countries in the Baltic and to its east.

The Lebanese delegation visited five ministries (Eco-
nomy, Health, Oil, Agriculture and Urban Development) 
along with the Chamber of Commerce and Industry and 
several free zones in Tehran. Mr. Zaccar reports that the 
Industry Minister asked him to highlight possibilities of 
cooperation between the Lebanese and Iranian insurance 

sectors in each meeting. The ACAL President’s message 
was that it is appropriate to develop cross shareholdings 
of Iranian and Lebanese insurers and that ACAL will wel-
come any cooperation among insurers in the two countries.

Preceding to the Lebanese delegation’s visit, a number 
of Iranian officials had participated in the Lebanese Dias-
pora Energy conference in early May 2016, including ran-
king representatives of Bimeh Markazi Iran, which gave 
presentations on the Iranian insurance markets and the 
favorable investment conditions offered to foreign insu-
rance companies.

According to Mr. Zaccar, ACAL plans to organize a visit 
by a group of Lebanese insurance leaders to Iran in 2017. 
He is confident that the organization of this trip will be 
successful thanks to the contacts established during the 
Industry Ministry’s visit and an earlier fact-finding visit to 
Iran which Mr. Zaccar undertook on behalf of the Interna-
tional Union of Marine Insurance (IUMI)

Iran story
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Having received broad apprecia-
tion for the success in organizing the 
General Arab Insurance Federation 
conference in Beirut last May, the 
board of ACAL performed a review 
of the event. According to prelimina-
ry analysis, the conference was well 
received by the participating compa-
nies, as documented by the participant 
numbers and the very positive feed-
back to the GAIF program – and also 
a financial success, whereby the ba-
lance between income and expenses 
,resulted in a surplus that is enough 
to cover roughly the massive reduc-
tion in the association’s income due 
to waning demand for orange card 
motor cross-border vehicle insurance 
in context of the Syrian crisis. 

Encouraged by these findings, the 
ACAL Board adopted plans for hos-
ting two conferences in Beirut in 
the coming year. The first will be a 
conference to revive the Beirut Ren-
dez-Vous, at a date that has been preli-
minarily set for the month of October.

Beirut Rendez-Vous was first held 
in 2005. It was the brainchild of 
then ACAL president Mr. Abraham 
Matossian as an event reflecting the 
ambition to have Beirut function as 
insurance industry hub and meeting 
place for sector companies from the 
Mediterranean region and the entire 
Middle East.

Economic, political and security 
conditions in the years following the 
first Beirut Rendez-Vous led to the 

temporary cancellation of the event. 
Given the need for closer insurance 
cooperation going forward and de-
mand for a gathering that allows re-
gional insurers and international rein-
surance providers to meet in a central 
conference, Mr. George Matossian 
proposed the revival of Beirut Ren-
dez-Vous.

The month of October was selected 
because it positions the event time-
wise between two leading insurance 
gatherings in Europe, the Monte 
Carlo Rendez Vous – which has a 
60-year track record of success that 
it celebrated in 2016 – in the posh 
principality of Monaco on the French 
Rivera and the Baden Baden Reinsu-
rance Meeting in a southern Germany 
resort town. The two events attract 
insurance and reinsurance professio-
nals in September and late October, 
respectively. As many reinsurers visit 
the MENA region within this time 

period for negotiation of reinsurance 
contracts, ACAL envisions to add the 
Beirut Rendez-Vous as attraction to 
their calendar.

A second event is in response to 
wishes from the GAIF secretariat, 
which judged Beirut to offer the opti-
mal conditions in terms of industry 
sophistication and location for being 
the stage for an insurance digitization 
conference. The GAIF conference in 
2016 highlighted the importance of 
exploring digital channels and inno-
vative technologies and new networks 
such as the Internet of Things (IoT) 
from the perspectives of Arab insu-
rance. ACAL has therefore decla-
red its readiness to organize a GAIF 
conference on the topic of insurance 
and digitization in May 2017. Details 
about the conference will be forthco-
ming as they are becoming available.

Beirut conferences beckon for 2017
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Staying within the bounds of expectation dictated by the 
overall sluggish economy, the insurance sector achieved 
modest growth in the first half of 2016 when compared 
with the same period in 2015. Premiums showed a 4 
percent increase to $829.8 million at the end of the second 
quarter. This growth was eclipsed by an expansion in sett-
lements of claims and payouts of benefits to $427.5 mil-
lion, representing a 17 percent increase in the first half of 
the year.

Life insurance emerged as the growth leader in 1H 2016, 
reporting 7 percent higher premiums volume and a 28 
percent share of the total insurance market, at $236 mil-
lion. The mass insurance lines of motor and medical cove-
rage followed with growth rates of 6 and 4 percent, res-
pectively. They climbed to 1H premium totals of $279.7 
million in medical and $175.1 million in motor. Premiums 
in business grouped under “other” lines also expanded by 
4 percent, which translated from $21.6 million in turnover 
for the year to date.

For all other business lines, the first half of 2016 was fal-
ling short on the same period in the previous year. Public 
liability premiums retreated by 1 percent, fire and work-
men’s compensation premiums by 3 percent each, engi-
neering fell by 13 percent and cargo by 15 percent. Across 
all non-life business lines, growth stood at 3 percent for 
1H 2016, four points lower than for life insurance.

On the side of claims, life and fire stood out by leading 
with 41 percent and 39 percent increases but in terms of 
the share in total claims, the medical insurance line came 
out on the top, accounting for 38.6 percent of all claims. 
Medical, motor, workmen and cargo insurance statistics 

ACAL 
2nd Quarter 2016 Report
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all recorded claims growth of less than 10 percent, remai-
ning under the 1H average rate of increase across all lines. 
Moreover, life business, which represented 27.5 percent of 
claims and fire insurance, which represented 4.4 percent, 
had in common that growth of claims in the second quarter 
of 2016 was significantly lower than in the first quarter. 
The moderation of claims growth in the two business lines 
perhaps somewhat lowers the sting of concern over claims 
developments in the year to date.

Life insurance premiums in the second quarter were split 
to 36 percent between protection-only, 35 percent protec-
tion-with-savings and 29 percent protection-with-unit-lin-
ked-savings, revealing greater balance between the three 
life categories than had been seen in the first quarter, when 
unit-linked policies had accounted only for 19 percent of 
total life premiums. Market share and claims share of the 
life sector were also in balance, at 28 percent each at the 
end of the June. In the first quarter, the gap between mar-
ket share and claims share for life business had still stood 
at eight percentage points.

Performance in the medical business line for the first 
and second quarters in 2016 mirrored the performance of 
2015, in the sense that gross premiums in the first quar-
ter of each year were more than 25 percent higher than 
gross premiums written for the second quarter. Is the trend 
seen in 2015 proves to last throughout 2016, the third and 
fourth quarters will see further drops in premiums volumes 
against the second quarter.

In the fire insurance business, negative growth in pre-
miums during the second quarter when compared with the 
same period in 2015 could be signaling a plateauing from 

ACAL 
2nd quarterly report
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growth rates that had been above market average in recent 
years. The drop in premiums in engineering insurance by 
the end of June was 9 percentage points broader than it had 
been in the first quarter; the second quarter premiums in 
this business line were under $2 million for the first time 
since Q4, 2014.

In the motor insurance business line, detailed analysis of 
the distribution between TPL for bodily injury, TPL for 
material damages, and no-fault insurance against own 
damages revealed that the strongest premiums growth 
among the three sub-categories of motor insurance was in 
TPL against bodily injury, with 11.6 percent. At the same 
time, paid claims in this sub-category actually contracted 
by 7 percent, to $8.2 million. No-fault motor insurance co-
verage continued to play the leading role in the motor seg-
ment, growing at 6 percent in premiums and 8.2 percent 
in paid claims, and accounting for $122.9 million in pre-
miums and $71.5 million in claims.

The total net investment income for the insurance sector 
in 1H 2016 stood at $63.2 million, flat when compared 
with the same period a year ago. In the life business, which 
dominates non-life insurance by a factor of 3 to 1 in terms 
of net investment income, net investment income was un-
changed from 1H 2015; net investment incomes associa-
ted with motor, public liability, workmen’s compensation, 
engineering and cargo insurance each contracted by ten 
percent or more.

Growth in the number of subject matters, or contracts, 
 during the first half of 2016 was 13 percent in medical 
insurance, 12 percent in life insurance, 9 percent in motor 
insurance and 7 percent in the fire insurance business line.

ACAL 
2nd quarterly report
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