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Editorial
The just released ACAL Quarterly
Report for the three months ended
December 31, 2014, shows that insurance premiums increased to almost
$1.48 billion which were underwritten
in the past year. The rate of increase,
at 4 percent, was slower than the nine
percent increase of 2013 and below the
premiums growth of previous years
which had been double-digit.
It cannot be a secret that a higher growth
would have been welcome and that
the psychological boost of breaking a
symbolic barrier – by exceeding the
$1.5 billion line in premiums – would
have been nice to have in 2014.
However, a look at the economic
context shows that 2014 was another
year that we as insurers should not
want to complain about. The International Monetary Fund said in December of last year that Lebanese GDP
growth for 2014 looked “to remain
below 2 percent” and the IMF regional
director Mr. Masood Ahmed noted in a
published statement, “Lebanon’s eco-
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nomic conditions and prospects remain
very challenging. Regional spillovers
continue to dominate Lebanon’s nearterm outlook and undermine investor’s
confidence.”
Revisiting the numbers with this
knowledge illuminates the stability
that the insurance sector provides to
the Lebanese economy. Much has been
alleged in 2014 for example about the
impact of insurance costs in heightening challenges for exporters. But as
cargo insurance experts tell Assure, the
impact of insurance costs on freight
costs was minor when compared with
other impediments. The stats indeed
do not support the idea that one could
blame insurance costs here; both the
total premiums and the average premiums per subject matter in cargo are
stable in 2014 when compared with
2013, according to the latest ACAL
Quarterly Report.
As the Quarterly Report further shows,
average premiums by subject matter
did not rise by any significant degree
in any of the general insurance lines
that the report provides information on.
Increases in average premium per subject matter were limited to the “other”
business line and to expat medical insurance; all other lines showed a yearon-year decrease in average premiums
in the fourth quarter of 2014. From all
available data there is no indication
that Lebanese insurers were pressing
the market for higher profits during
this challenging year.
Recent months should have given the
Lebanese improved hopes because the
economy has been staying a course

of, albeit small, growth in 2014 and
projections are that we will see better
growth in 2015 and beyond. We have
furthermore seen that the hardships of
the past three years also hold the seeds
of new opportunities and we have every reason to believe in our potential
to develop those opportunities in the
coming years.
Even some regional risks that have
increased for international companies,
such as kidnapping and extortion risks,
are no deterrent to forward minded
corporations that see the great future
potential of investing in our geopolitical neighborhood. And up to a point,
every such risk contains an insurance
opportunity that a local company can
latch onto.
For us as Lebanese insurers and reinsurers, the market has proven in earlier, pre-crisis years that it can generate annual growth of 10 percent and
more. ACAL member companies have
shown that they have the skills and
new products to achieve this growth
and support the economy from the moment when these opportunities beckon.
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Interview with ACAL President Mr. Assaad Mirza
Mr. Mirza, you have served as the
President of ACAL since 2011. At the
time there was a sudden void in the
Association’s Board after the untimely
passing of Mr. Abraham Matossian.
What were the top issues where you
saw the need to take action when you
became the president of the association
back in 2011?
As you know it has never been easy to
present insurance concerns to the political
decision makers and government ministries in Lebanon. This is simply because
we have to interact with so many different
authorities and also because insurance affects various ministries, starting of course
with the Ministry of Economy and Trade
but also the ministries of finance, interior,
environment, industry, and agriculture,
and so forth.
Developing good interaction between
insurance companies, the Association and
all these ministries is a big job which all
ACAL Boards and Presidents have been
working on since the early 1990s when
the country came back together. I approached my mandate as ACAL President
from this perspective and saw it as my
first responsibility to take the relationship
between insurance companies and the
authorities further in the right direction
of productive interaction. Therefore I
invested, together with the ACAL Board
and Secretariat, a lot of time and energy
to reach every ministry and create a mutual understanding.

What were the initiatives that you
prioritized within the Association?
There was a broad agreement among
member companies that we needed to
tackle the lack of awareness of the value
of insurance in all our client groups and
that we needed to overcome certain misunderstandings about insurance that had
been lingering as a result of the chaos in
the institutional and social frameworks
that we all inherited from before the reconstruction of Lebanon. Our common
starting point for making progress in this
regard as insurance companies was greater collaboration and we put great emphasis on new projects that could enhance
this collaboration.
Would you name those projects for
us?
To name some of the most important
collaboration initiatives of the past four
years, we launched the Motor Risk Center and established the Quarterly Report
and Annual Report as tools to provide
member companies and the whole insurance community with urgently needed
information. We also initiated projects
such as the arbitration center which are
designed to make settlement of stakeholder disputes faster and more efficient. In
addition to our support to the ACAL publications, ASSURE Newsletter and the
ACAL Guide.
From this perspective of new projects, are you satisfied with the progress that has been made?
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Yes, and this has been made possible
by a good chemistry in the ACAL Board
and our organization where we initiated
these projects, some of which were frankly quite challenging. I would not say that
everything went without any glitch but I
think it was a very fruitful time from the
perspective of the projects that were initiated and implemented successfully by
the Association.
Beyond the projects initiated within
the association, did progress manifest
itself and how did you experience it?
As boosting the interaction with all
ministries was a main objective, we have
been greatly encouraged by seeing communications and relationships improve
over the past four years. For me this was
shown by the fact that top officials visited
the association to listen to our concerns
and discuss ways for handling the problems that we encounter. This was a new
development and we also saw the improvement by the fact that the last two Ministers of Economy and Trade who held
this office between 2011 and today followed our invitation to attend the annual
media dinner organized by ACAL. Minister Nicolas Nahas, and Alain Hakim in
addition to the minister of Industry Vreij
Sabonjian, each came to the Association’s
headquarters on this occasion and in general I can say that the relationship with
all three ministers was and is really good.
Were there tangible outcomes of the
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improved interaction with the relevant
ministries?
One very real outcome was the decision by the Ministry of Industry to make
fire insurance mandatory for industrial
establishments. I want to also point to
the Ministry of Environment’s decision
to impose liability coverage for hunters.
This has been an initiative that ACAL
has been working on for nearly ten years.
We had a vision regarding the scope and
conditions of this hunter’s liability policy
that was somewhat different from what
the Ministry of Environment adopted but
we are satisfied to see that this insurance
cover is now required. Beyond these very
tangible achievements, we are making
ongoing efforts to motivate ministries
so that they introduce requirements for
important mandatory covers that are still
missing, such as the public liability insurance of restaurants and all hospitality
venues.
How did the relationships between
Lebanese insurers and regional peers
fare in the past four years?
We as Lebanese insurers have always
regarded Beirut as natural hub for the
regional industry, mainly because of our
nation’s insurance skill base and rich talents but also because of our long experience with insurance in this country. We
value the General Arab Insurance Federation (GAIF) and its continuous efforts
to bring about greater collaboration and
regional development for our industry.
Therefore it was an important goal for us
as ACAL to host another GAIF in Beirut
after the 2004 meeting that was a huge
success. With this in mind, Mr. Abraham
Matossian started in 2010 to approach the
GAIF Board with a push for holding another GAIF in Beirut and the Association
continued to pursue this aim in 2012. At
the most recent GAIF, in September 2014
in Egypt, it was then decided that the
2016 event will convene in Beirut. This is
a great satisfaction for us and again a sign

how importance Beirut is for the regional
industry.
This success for the Lebanese insurance sector in a time of so many
concerns definitely deserves congratulations. But is it correct that you yourself will not be at helm of the Association on that occasion?
That is correct. We are a professional
organization with democratic structures
and the Board membership of ACAL is
limited to two consecutive terms. I am in
my second term and will not be a candidate for a Board position at the next upcoming election.
How demanding is the mission of
being the Association’s top representative?
Very. All presidents have invested
themselves into this role as a full-time
job even as they have companies to run
in a complex business. There are always
issues that come up, like recently the
need to discuss with the Capital Markets
Authority about their implementation of
oversight of financial products sold by
insurance companies. This matter alone
was requiring a whole series of visits and
meetings.
How would you describe your approach to managing the mission and
affairs of the Association during your
term?
Others have described my way of working as collegiate. I like to work in a team
style.
As Lebanon is clearly in need to have
insurance grow further for the benefit of
all Lebanese, does it affect the work of
the Association when some of the biggest companies in the sector are not very
active in the ACAL committees or Board
positions?
It definitely affects the organization if
some companies are not eager to be involved. But you know, we invited every
company to be present and as they see
that ACAL is working on many issues,

they are getting more involved. Whether
we have participation of big players or
small players, we cannot impose the
ACAL opinion on any member company
and neither can we impose our opinion on
the Insurance Control Commission or any
of the ministries. ACAL will continue to
work according to its statutes and bylaws
and at the end of the day, everyone is invited to give their opinion.
You say that ACAL is not in a position where it can impose its views on
member companies. How many companies follow ACAL’s guidance on issues of concern?
In some cases, companies are at first a
bit reluctant and move slowly in joining
new ACAL initiatives that will benefit
them; in other cases they follow to 100
percent. To give one example, when the
Ministry of Economy and Trade issued a
recent decision on requiring a complaint
clause to be included in every insurance
contract, we started our review of this
clause and advised member companies to
not take solo decisions to implement the
clause which we really wanted to change.
All companies complied with our request
and we were able to argue our case with
Minister Hakim who agreed to modify
the clause to meet the needs of the insured and the insurers. This is an important
message that testifies to our development.
ACAL will always stand up for the rights
of the insurance companies and as Association we have the power to lobby and
make changes to things that need changing.
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SCR Gras Savoye Conference
Kidnapping for ransom has been a growing threat for international corporations, charities and civil society organizations
that are active in emerging markets and this has implications
for insurance providers in Lebanon and other Arab markets, 70
representatives of ACAL member companies learned from a
presentation by Special Contingency Risks (SCR), a Londonbased brokerage that claims 30 years of experience in this field.
Middle East markets are becoming “massively” important for
specialist providers dealing with matters such as ransom, extortion, evacuations, and piracy, said Angus Bromhead, an SCR
risk analyst. “It is an unusual insurance and this line is relatively
new. Compared with more conservative markets in the region,
we have found that the Lebanese market is very innovative, very
keen to push things forward,” he told Assure.

“Our clients are increasingly investing in emerging markets
and frontier economies and thus risk coverage is very important,” added Mark Doust, an SCR risk management executive
specialized in dealing with kidnap and ransom. Doust told the
listeners to SCR’s well-prepared presentation that regional kidnap and ransom incidents must be expected to increase further
in 2015.
According to the two SCR experts, the average loss ratio on
kidnap and ransom is 15 percent, considerably lower than one
might expect. They cautioned however that amounts paid for
ransom typically represent the least cost factor in any kidnap
incident. Response consultants, such as military-background
professionals for solving hostage situations, can be required to
work on a crisis for a long period and these costs are borne by
providers aside from the reimbursement policy for ransoms paid.
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The product structure of kidnap and ransom insurance is
not very complex but every contract is tailored to the risk profiles and personal situations of the insured, which Doust and
Bromhead illustrated in their presentation with concrete but
anonymous client examples ranging from a Lebanese family to
regionally active corporate and non-profit organizations with
thousands of staff.
“At the first look it is a pretty compelling loss ratio but a badly
managed incident can be the end of the line [for a provider],”
Bromhead said.
Beirut was the final stop of a road show that had taken the two
experts to Dubai, Amman and Cairo. The event was organized
in partnership with the Beirut office of reinsurance services provider Gras Savoye Re International headed by Mr. Emmanuel
Sturla . “This type of insurance is new for both insurers and
clients in countries of the region and insurance companies here
have the chance to make their clients aware that this kind of
policy is now available,” said Cherine Merza, senior account
manager at Gras Savoye Re.
“This road show was the first step to make insurers more
aware,” she added; and as Doust and Bromhead noted, future
awareness building events in Beirut are a distinct possibility.
Just a few thoughts that keep surging each now and then
and could ease up our job. Since the ACAL Data Bank proved
to be of interest to several companies, even those who did not
join in, why don’t we start widening its scope to other lines
of business? I wonder also about pre-risk surveys neglected
or ignored by most underwriters who battle at the end of each
year to renew their reinsurance treaties on a losing portfolio.
Shouldn’t we, as ACAL, promote this idea as a remedy to
spreading fires? Also a word about security on sites which
is worsening by the day due to the presence of thousands of
unexperienced labor ready to work for a piece of bread. But
whose responsibility is at stake, here?
George Ayoub
Senior Vice President – Technical Divisions
Fidelity Assurance & Reinsurance Co. SAL
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ACAL
4th Quarter 2014 Report
The fourth quarter insurance market report of 2014 testified to a stable market and solid business lines. Total
premiums for the three-month period ended Dec 31,
2014 were reported as $344 million. This performance is
exactly within the same range as in the fourth quarter of
2013 when the possibility of small variations due to the
preliminary nature of quarterly reporting is taken into
account. Insurers paid out $184 million in claims and
settlements in the fourth
quarter of 2014, compared ŽŵƉĂƌĂƟǀĞ Figures
with $228.7 million in the
fourth quarter of 2013.

Quarterly Report - Q4 2014
YTD Measures

Note: All amounts in the charts are 1/1,000 scaled

Based on the cumulative
data for the full year, total
insurance premiums for
2014 edged up 4 percent to
$1.479 billion when compared with the $1.415 billion achieved for the full
year of 2013. Also stable
in full-year comparisons
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When reviewing the developments per business
line, fourth-quarter insurance demand was led by
life products with $112
million, followed by $93
million in demand for motor and $82 million for medical covers. Fire followed in fourth place with $21 million before three lines – cargo, miscellaneous (other),
and workmen’s compensation – with premiums of $9 to
$10 million each.
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While this quarterly demand structure reflected the patterns that were observed also in Q4, 2013, a notable
short-term shift was a softening demand for medical
policies in the last three months of 2014 when compared
with $90 million in medical premiums achieved in the
same period of 2013.
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On full year terms, the major business lines were solid
in 2014 and the basic split of 29 percent life to 71 percent non-life business remained in place.
Total premiums in the life segment reached $433.4
million for 2014, an increase of 6 percent from 2013.
Medical insurance premiums grew 8 percent to $438.9
million. Motor premiums advanced 3 percent to $348.9
million and fire premiums
grew 8 percent to $110.4
million.
Comparative growth rates
of the business lines in
2014 saw fire insurance
as the strongest performer
with the aforementioned 8
percent growth in premiums. Year-on-year growth
rates for each life and
medical insurance were
6 percent and rates were
modest for premiums in

motor (up 3 percent),
workmen (2 percent),
cargo and other (1 percent each). Civil liability
and engineering were the
two lines with dropping
premiums in comparison
with 2013; premiums fell
8 percent to $17.7 million
in the former and 26 percent to $7.7 million in the
latter.
In longer-term views, the
increase in fire insurance
premiums is consistent
with developments seen in previous years during which
time the share of fire premiums in the total market has
grown from 7 percent in 2012 and 7.2 percent in 2013 to
7.5 percent in 2014. The volatility observed in demand
for public liability policies may be somewhat technical
as the reported 2013 premiums figure for the line was
an upward outlier when compared with both 2012 and
2014.
Continued weakening demand for engineering insurance in 2014 on the other hand concurred with the
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situation in the real estate market where slower
sales since the end of 2011
have caused developers to
stretch out project timelines and have only subdued appetite for starting
large residential projects.
Notably in this context,
the demand draught for
engineering covers in
2014 when compared with
2013 was based mainly on
year-on-year underwriting variances between Q1
2014 and Q1 2013. The Q4, 2014 engineering insurance
premiums of $1.99 million represented a drop of 14 percent from the fourth quarter in 2013.

the end of 2013. The number of subject matters also increased at notable rates for workmen’s compensation (8
percent), public liability (7 percent) and life insurance
(6 percent) contracts. After taking into account that two
health insurance providers updated their assessments
of contract numbers in the first half of 2014, the yearon-year fourth-quarter growth rate in health insurance
contracts was one percent. For the “other” lines, however, the number of subject matters contracted 7
percent according to the
Quarterly Report.
Turning to paid claims,
the settlement of medical obligations amounted
to $306.3 million or 40.6
percent of the $754.4 million that insurance companies paid out in 2014.
While medical coverage
represented the largest

The number of subject matters, or insurance contracts,
issued in full year 2014 showed increases of 12 percent
in fire and 11 percent in motor. Motor policies, which
represent the largest business in Lebanon by number of
contracts, saw a specifically strong increase in the compulsory segment as the subject matters grew by 120,000
to 1.29 million at the end of 2014 when compared with
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slice in the claims pie with a still growing tendency,
the 4 percent year-on-year increase in medical claims
costs was commensurate with the overall rise in claims.
Settlements of motor insurance claims accounted for
$185.9 million representing 24.6 percent of the claims
pie. Motor claims contracted 1 percent when compared
with the $188.6 million that insurers paid out in this
business line in 2013.
Life insurers compensated
policy holders with $183.3
million in payment of
claims and maturing savings and investment contracts. The amounts settled
across protection, savings,
and unit-linked contracts
in 2014 were 17 percent
higher than in 2013; life
insurance payouts in the
fourth quarter of last year,
however, were signifi-
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cantly lower in year-onyear comparison with Q4,
2013, as fewer unit-linked
contracts matured in the
most recent quarter.
The investment results
achieved by insurance
companies in 2014 were
distributed
similarly
among business lines as
in 2013: net income related to life insurance exceeded $88.8 million and
thus accounted for almost
71 percent of the sector’s
total net investment income. Investments related to
medical and motor insurance contributed another $15.4
million and $10.7 million to the sector’s total net investment income. When compared with 2013, net investment income of Lebanese insurance companies in 2014
improved by 2 percent.
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