We are delighted to announce that THE BANGLADESH EXPRESS has successfully
completed its 30-year golden journey on July 29, 2024.

We extend our deepest gratitude to our readers, patrons, and advertisers for their
unwavering support and partnership, which have been instrumental in our growth
and success. Thank you for being an essential part of our journey and for your
continued trust in our mission.

We look forward to celebrating this milestone with a special supplement, followed
by a discussion and events featuring the participation of our valued community.
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Message from BIF President

Prioritise Insurance Sector Reform to
Unlock Inclusive Economic Growth

We are pleased that the interim government, led by Chief Advisor and Nobel Laureate

Prof. Dr. Muhammad Yunus, has taken essential reform measures under his State
Reform Programme, with visible progress in these initiatives.

The insurance industry stands as a critical pillar for building a poverty- and discrimination-free
Bangladesh, as economic prosperity is often linked to citizens' financial protection. Insurance acts
as a safety net that empowers individuals to take risks and seize opportunities. Numerous studies
reveal a causal link between a robust insurance sector and economic growth. Given Bangladesh's
heightened economic vulnerabilities, exposure to natural disasters, and growing demand for
social protection, comprehensive reform in the insurance sector is more than necessary-it is a
chance to unlock substantial benefits for individuals, businesses, and the economy at large,"” said
a leading insurance company's CEO.

Dr. Yunus, a visionary economist and founder of Grameen Bank, has championed Bangladesh's
financial and economic development for over four decades. His pioneering work in microfinance,
which earned him the Nobel Peace Prize in 2006, has lifted millions from poverty, especially rural
women, by providing small loans without traditional collateral. Building on this success,
microinsurance can accelerate inclusive growth by offering low-income populations affordable
coverage against unforeseen risks. In predominantly agrarian and informal economies like
Bangladesh, microinsurance provides vulnerable households a safety net against financial shocks,
stabilizing income, reducing poverty, and fostering investments in livelihoods. Countries like
India and Kenya showcase how microinsurance bolsters economic resilience for low-income
groups. Bangladesh can adopt similar models, reducing financial vulnerabilities and nurturing a
more inclusive financial system to support broad-based economic growth. Consequently,
insurance sector reform should be prioritised to realise its vast potential for stimulating inclusive
economic progress.

B. M. Yousuf Ali

Bangladesh Insurance Forum (BIF) is a registered non-profit organisation and
the platform for CEOs of all leading insurance companies in Bangladesh
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From the Desk of the Editor

Time to reform Insurance sector
to drive sustainable growth

n economy thrives when its citizens are protected, and
insurance provides the safety net that enables them to

take risks and pursue opportunities. Studies show a
strong link between the growth of the insurance sector and
economic progress. The insurance industry is a cornerstone of
financial and economic development, pooling risks and
cushioning households and businesses against significant
losses-thus boosting output, investment, innovation, and
competition. Additionally, insurance strengthens other financial
sectors, like banking and bond markets, by securing collateral
values and reducing defaults through credit guarantees. Yet,
Bangladesh's insurance sector contributes only 0.27% to GDP,
far below India's 4%. With the right focus, experts say
Bangladesh's insurance contribution could rise to 4-5% of GDP.

Insurance is more than a financial product; it's a powerful tool
for risk management, social security, and economic resilience.
In developing countries like Bangladesh, where poverty is a
formidable challenge, insurance can transform lives by
shielding people from financial shocks. Given Bangladesh's
population density, the life insurance sector has high potential if
supported by effective regulation. However, the insurance
sector urgently requires reform to tap into this potential. Key
priorities include increasing coverage among low-income
groups, enhancing public trust, strengthening regulations,
embracing digital innovation, and improving disaster risk
management.

With Dr. Muhammad Yunus's interim government pushing
forward a State Reform Programme, targeted action in the
insurance industry could be transformative. It's time for
insurance companies to rebuild trust and make meaningful
changes that fuel sustainable growth and financial security for
all.

Insurance Express is a monthly special of THE BANGLADESH EXPRESS and
Published under a financial literacy programme, a collaborative initiative of
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Editor's Pick

nsurance Reform Is
Crucial for Growth

Reforming the regulatory environment is essential for the development of
a more robust and trustworthy insurance sector. Empowering IDRA is
essential for creating a stable insurance environment that effectively

meets the needs of both consumers and the economy.

® FARUK AHMED

TN

recently spoke with Sameer, a former businessman from the Bangabazar of Gulistan
market in the capital who is now a footpath vendor.

In March 2023, a devastating fire destroyed his shop, leaving him with nothing. The
explosion claimed 17 lives and injured over 100, forcing many small traders onto the
streets.

"My biggest mistake was not having insurance. With no capital left, the footpath became
my only option," Sameer admitted, noting that most victims had also failed to insure their
businesses.

~| 30 October 2024
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Massive fire breaks out at Bangabazar market in 2023

Like Sameer, many traders overlook the importance of
insurance, resulting in a bleak landscape where only
1% of the population is covered. Over the past 50
years, less than 20 million people out of Bangladesh's
approximately 170 million have taken out insurance
policies.

This low penetration rate-just 0.57% of GDP-puts
Bangladesh far behind its neighbours, such as India
(4.2%) and Sri Lanka (1.4%). Factors like lack of
awareness, mistrust, and a weak regulatory framework
deepen this gap, leaving the sector underdeveloped.

Figure 1: Insurance Penetration of Bangladesh in
Comparison to Asian Countries in 2022

Country-wise Insurance Penetration in%
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Source: Insurance Development Regulatory Authority

As of today, the sector represents less than 1% of the
national GDP, highlighting its marginal role in the

broader financial system. The vast majority of people
remain unprotected by insurance, exposing them to
unexpected hardships. This under-coverage is especial-
ly evident in rural areas, where many rely on informal
risk-sharing mechanisms rather than formal insurance
products.

The absence of innovative and accessible offerings fur-
ther exacerbates the situation, as low financial literacy
and persistent mistrust in insurance providers persist.
Consequently, countless families risk financial devas-
tation from health emergencies, natural disasters, or
economic shocks, underscoring the urgent need for
reforms that expand coverage and empower citizens
with effective risk management solutions.

Mohammad Jainul Bari, former Chairman of the
Insurance Development and Regulatory Authority
(IDRA), believes the industry can gain momentum
through new regulations, innovations, and collabora-
tions with banks. "Ethical values must be at the heart of
insurance practices," he emphasised in an interview
with THE BANGLADESH EXPRESS.

"The mistrust between insurers
and customers remains a major
concern. Customers often doubt
the integrity of insurers, while
insurers are wary of high-profile
clients due to poor claim settle-
ments and unethical behaviour."

"It's high time for insurance
companies to fulfil their promis- :

es and rebuild trust by imple- & o\ S
menting real, impactful changes in the sector," the for-
mer insurance regulator said.
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Insurance: A Vital Pillar for Growth

An economy flourishes when its citizens are protected;
insurance serves as the safety net that empowers them
to take risks and seize opportunities. Numerous studies
indicate a causal relationship between the development
of the insurance sector and economic growth.

The insurance sector is pivotal to financial and eco-
nomic development in several ways. It pools risk, mit-
igating the impact of significant losses on both firms
and households, which positively influences output,
investment, innovation, and competition. Moreover,
the insurance sector enhances the efficiency of other
financial segments, such as banking and bond markets,
by improving the value of collateral through property
insurance and reducing default losses via credit guaran-
tees and enhancements.

As financial intermediaries with long investment hori-
zons, life insurance compa-

nies can provide long-term 4
financing and more effective
risk management.

However, the stark reality is
that the contribution of
Bangladesh's insurance sec-
tor to GDP is minimal com-
pared to neighbouring coun-
tries. While India's insurance
sector contributes nearly 4%

authorities, the

CEOs. 9

"With increased attention from relevant
insurance sector's
contribution to GDP could rise to
4-5%," said B.M. Yousuf Ali,
of the Bangladesh Insurance Forum,
the country's apex body for insurance

"We expect robust growth in life
business (premiums up 6.7% in
2024728), supported by rising
demand for term life cover by
the middle-class and the coun-
try's young population, and also
increasing industry adoption of
Insurtech”, Kazim Uddin, the
Managing Director and CEO of
250 National Life Insurance
Company (NLI), the country's first private sector life
insurer said.

Reform is Crucial for Growth

To ignite economic growth, industry experts say that

Bangladesh must reform its insurance sector, trans-

forming it into a robust safety net that empowers citi-

zens and businesses to innovate, invest, and thrive
without fear of unforeseen
setbacks.

"Given the country's increas-
ing exposure to economic
vulnerabilities, natural disas-
ters, and rising demand for
social protection, compre-
hensive reform of the insur-
ance sector is not just a
necessity but also an opportu-
nity to unlock substantial
benefits for individuals, busi-

President

to GDP, Bangladesh's contri-
bution is only 0.27%.

"With increased attention from relevant authorities, the
insurance sector's contribution to GDP could rise to 4-
5%," said B.M. Yousuf Ali, President of the
Bangladesh Insurance Forum, the country's apex body
for insurance CEOs.

"Negatlve publicity surroundmg irregularities in some
companies has affected percep-
tions, but those compliant with
the law are successfully retain-
ing customer trust”, said B.M.
Yousuf Ali also the Managing
Director & CEO of Popular Life
Insurance Company Ltd.

Insurance is not merely a finan-

N\ i cial product; it is a crucial tool
for rlsk management social security, and economic sta-
bility. In developing countries like Bangladesh, where
poverty poses a significant challenge, insurance can
play a transformative role in shielding individuals and
communities from financial shocks.

In a densely populated country like Bangladesh, the
life insurance industry has the potential to thrive, pro-
vided the government fosters a supportive regulatory
environment.

nesses, and the economy at
large", said a CEO of a leading Insurance company.

The reform is crucial for a variety of reasons, ranging
from increasing public trust to expanding financial
inclusion, improving regulatory frameworks, promot-
ing innovation, and fostering economic resilience.

A comprehensive analysis of the state of these reforms
reveals both their strengths and weaknesses, shedding
light on why the insurance sector remains far from real-
izing its potential.

* Overcrowded Market with Too Many Players
In Bangladesh, the insurance market comprises around




48 life and non-life insurers, yet the industry struggles
with low public awareness and trust, resulting in a sub-
stantial portion of the population remaining uninsured.
Approximately 97% of the populace lacks any form of
formal insurance, relying instead on informal safety
nets that often fall short during crises.

* Low Penetration and Financial Inclusion

One of the most glaring issues in Bangladesh's insur-
ance sector is the extremely low penetration rate.
Currently, less
than 1% of the
population has life
insurance, and the
uptake of non-life
insurance prod-
ucts remains simi-
larly limited. This

Bangladesh must

To ignite economic growth, industry experts say that
reform
transforming it into a robust safety net that empowers y ¢ t s
citizens and businesses to innovate, invest, and thrive
without fear of unforeseen setbacks. ¥

INSURANCE €) EXPRESS IImmmm

mal workers lack any form of social or financial pro-
tection, making them especially vulnerable to risks.

Developing affordable and accessible insurance prod-
ucts, such as microinsurance, which is designed to
meet the needs of low-income populations, can help
bridge this gap. Microinsurance offers protection
against a range of risks, including health issues, crop
failures, and property loss, and can be a vital tool for
financial inclusion.

By reforming
the insurance
sector to priori-

Insurance Sector, o such prod-

its
Bangladesh caﬁ
extend the safe-
ty net to mil-

is in stark contrast
to many developing countries where insurance penetra-
tion rates are much higher.

The lack of insurance coverage leaves individuals and
businesses vulnerable to financial shocks such as ill-
ness, accidents, natural disasters, and death. For low-
income households in particular, the absence of insur-
ance can perpetuate cycles of poverty, as a single
unforeseen event can wipe out savings and push fami-
lies into financial distress.

Reform is essential to expand access to insurance, par-
ticularly among the informal sector workers, who make
up about 85% of Bangladesh's workforce. Most infor-
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lions of vulnera-
ble citizens and improve overall economic stability.

* Lack of Public Trust and Awareness

Public perception of insurance in Bangladesh is anoth-
er major obstacle. A significant portion of the popula-
tion is either unaware of the benefits of insurance or
distrustful of insurance companies due to past negative
experiences.

Delays in claims settlements, opaque terms and condi-
tions, and poor customer service have contributed to a
general lack of faith in the system. Many people view
insurance as a waste of money or a scam, further hin-
dering the sector's growth.

~| 420z 1890190 0F
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To address this, reforms must
focus on improving trans-
parency, accountability, and
customer service in the indus-
try. Regulatory bodies, such
as the Insurance Development
and Regulatory Authority
(IDRA), should enforce
stricter rules around claims
processing, ensuring that
claims are settled in a timely
and transparent manner. This
would help restore public trust and encourage more
people to take up insurance policies.

Additionally, educational campaigns that raise aware-
ness about the importance of insurance and its role in
providing financial security could help shift public per-
ception. Insurance literacy programs, particularly in
rural and underserved areas, would help demystify
insurance and make it more accessible to those who
need it the most.

* Regulatory Weaknesses and Governance
Issues

The regulatory framework governing Bangladesh's
insurance sector is another area in dire need of reform.

While the IDRA oversees the sector, it has historically
faced challenges in enforcing regulations and ensuring
compliance among insurers. Weak governance, insuffi-
cient oversight, and limited enforcement capacity have

INSURANCE

resulted in problems such as capital inadequacy, poor
risk management practices, and fraudulent activities
within the industry. These issues not only undermine
the stability of the insurance sector but also erode pub-
lic trust.

Reforming the regulatory environment is essential for
the development of a more robust and trustworthy
insurance sector. Strengthening the IDRA's capacity to
enforce regulations, monitor the financial health of
insurance companies, and ensure that they maintain
adequate reserves and solvency ratios is critical.

Implementing stricter governance standards, including
corporate governance reforms, would ensure that insur-
ance companies operate in a more transparent and
accountable manner. Furthermore, introducing risk-
based supervision, where insurers are required to align
their capital and reserves with the risks they under-
write, would help mitigate the financial instability that
currently plagues the sector.

* [nnovation and Product Diversification

One of the reasons for the stagnation of Bangladesh's
insurance sector is its lack of innovation.

The industry is dominated by traditional insurance
products, with little focus on developing new and
diverse offerings that cater to the changing needs of the
population. In particular, there is a significant gap in
products that address the needs of rural communities,
small businesses, and low-income households. These
groups are often underserved by the formal financial



sector, yet they face significant risks that could be mit-
igated through tailored insurance products.

Reform should focus on encouraging product innova-
tion and diversification. This could involve developing
microinsurance, agricultural insurance, health insur-
ance, and property insurance that are affordable and
accessible to a wider range of the population.

For instance, agricultural insurance could be vital in a
country like Bangladesh, where millions of farmers
depend on agriculture and are vulnerable to the impacts
of climate change, including floods, cyclones, and
droughts. Developing insurance products that protect
farmers against crop failures would not only safeguard
their livelihoods but also contribute to food security
and rural development.

Moreover, health insurance remains largely underde-
veloped in Bangladesh, despite the growing demand
for healthcare services. Expanding health insurance
coverage would reduce the financial burden of medical
expenses on households, improve access to healthcare,
and alleviate pressure on public health systems.

Countries like India have successfully harnessed tech-
nology and innovation to improve their insurance serv-
ices, offering diverse products that cater to various seg-
ments, including microinsurance for low-income
groups. As a result, Indian insurers have expanded their
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reach significantly, tapping into the growing demand
for financial protection among its vast population.

By promoting innovation and product diversification,
the Bangladesh insurance sector can better serve the
diverse needs of the population and contribute to
broader social and economic goals.

* Digital Transformation

In today's digital age, embracing technology and digi-
tal transformation is crucial for any industry's develop-
ment, and the insurance sector is no exception.

The traditional, paper-based processes that dominate
Bangladesh's insurance industry are inefficient and
prone to errors and delays. Modernising these process-
es through digital platforms can significantly improve
the efficiency, accessibility, and affordability of insur-
ance services.

Reform efforts should prioritize the digitalization of
the insurance sector, enabling insurers to streamline
operations, reduce administrative costs, and improve
customer service. For instance, the use of mobile tech-
nology could make insurance products more accessible
to remote and underserved areas, where traditional
insurance channels may not reach.

Digital platforms could also facilitate faster claims pro-

cessing and more efficient policy management,
enhancing the overall customer experience.

REASONS FOR DIGITAL
TRANSFORMATION IN INSURANCE

Real-time

Monitoring

Digital tools
immediately flag and
investigate suspicious

activities,
preventing fraud.

Data
Insights
The digital era

praovides vast data for
fraud detection,
efficiently analyzed

" Cost
Savings

Digital tools
reduce the cost of
investigating and

combating
fraud.

by machine
learning.

Customer
EJ':J_F' :_:.I-I.-i '-_:':_ "_: -_'
streamlined processes
and personalized

SETVICes enhance

satistaction 0

Competitive
Advantage
Digital transformation
makes insurers
agile industry
leaders.
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Additionally, digital technologies can help improve the
regulatory framework.

Insurtech solutions, such as data analytics, artificial
intelligence (Al), and blockchain, can be used to
enhance risk assessment, fraud detection, and regulato-
ry compliance. This would not only improve the finan-
cial stability of insurers but also ensure greater protec-
tion for policyholders.

= Economic Resilience and Disaster Risk
Management

Bangladesh is highly vulnerable to natural disasters
such as floods, cyclones, and droughts, which have
devastating economic and social impacts.

The insurance sector can play a pivotal role in enhanc-
ing the country's resilience to such disasters by provid-
ing disaster risk insurance that helps individuals, busi-
nesses, and the government manage the financial risks
associated with natural hazards. Currently, disaster risk
insurance is underdeveloped in Bangladesh, leaving
the country exposed to significant financial losses in
the event of a catastrophe.

Reform is needed to develop a comprehensive disaster
risk insurance system that protects vulnerable commu-
nities, businesses, and public assets. This could include
public-private partnerships to develop and subsidize
disaster insurance products, as well as building capaci-
ty within the insurance sector to assess and price disas-
ter-related risks accurately.

Reforms Stalled in Limbo

Before 2010, the government regulated the insurance
sector through the Directorate of Insurance. In that
year, two pivotal laws were enacted to develop and reg-
ulate the sector, leading to the establishment of the
Insurance Development and Regulatory Authority
(IDRA) in 2011.

The National Insurance Policy, formulated in 2014,
aimed to enhance the sector by promoting discipline
among insurance companies and ensuring public trust.
This policy established a framework of dos and don'ts
that currently guide ongoing reforms in the insurance
industry.

Additionally, IDRA has implemented several initia-
tives under the Capital Market Development
Programme (CMDP), funded by the Asian
Development Bank. Another project- the Bangladesh
Insurance Sector Development Programme (BISDP),
supported by the World Bank, is also in progress,
focusing on the digital transformation of insurance
services. While IDRA has announced a series of guide-
lines, their market effectiveness remains pending.

The introduction of Bancassurance last year stands out
as the most successful reform, enabling insurance
products to be sold through banking channels under the
oversight of IDRA and Bangladesh Bank. This model
offers numerous benefits by integrating insurance with
banking services, providing customers with a conven-
ient one-stop solution for their financial needs.
Moreover, banks can utilize their extensive customer
base and distribution networks to effectively reach a
larger pool of potential policyholders.

Despite these advancements, experts and private com-
panies have submitted numerous reform proposals
aimed at increasing insurance penetration and fostering
public trust through timely claim settlements and oper-
ational transparency-from marketing and policy
issuance to claims processing. Unfortunately, many of
these proposals remain stalled, with industry experts
lamenting that they are "in the deep freeze," impeding
the sector's essential progress.

IDRA needs to be strengthened

The Insurance Development and Regulatory Authority
(IDRA) was established by
. the Insurance Act of 2010 and
became  operational in
January 2011.

IDRA is responsible for regu-
lating and supervising insur-
ance companies and private
pensions, excluding two
state-owned companies gov-
erned by the Insurance
Corporation Act of 1973,
amended in 2019. To enhance
development, increase out-
reach, and maintain a robust
insurance sector, IDRA is
working to create enabling

30 October 2024

regulations and strengthen its
p ¥ supervisory capacity.
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In recent years, IDRA has launched several initiatives
to revitalise the country's struggling insurance market.
However, industry experts highlight significant weak-
nesses, including inadequate regulatory enforcement,
limited resources,

and insufficient &

expertise.

But serving a full

term as Chairman
of IDRA has
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Empowering IDRA is essential for creating a stable
insurance environment that effectively meets the needs
of both consumers and the economy. 7

INSURANCE €) EXPRESS IImmm

LATORY AUTHORITY

role in ensuring transparency, accountability, and ethi-
cal practices. Strengthening IDRA will facilitate better
oversight, improve consumer protection, and foster
trust among policyholders.

With a robust reg-
ulatory frame-
work, IDRA can
address systemic
challenges, such as
low insurance pen-

proven challeng-
ing, with most appointees unable to complete their
three-year tenure due to pressure from powerful actors
within the industry.

Historically, only three chairpersons have finished their
terms: M. Shefag Ahmed, an actuary, from January
2011 to January 2014 and again from April 2014 to
April 2017, and Shafigur Rahman Patwari, who served
from August 2017 to August 2020.

Overseeing 84 companies poses a daunting task for
IDRA, necessitating considerable resources and
expertise. Frequent leadership changes raise concerns
about the sector's long-term development, emphasizing
the need for legislative amendments to strengthen
IDRA's governance and improve the quality of regulat-
ed companies.

These challenges hinder IDRA's ability to effectively
oversee the sector, resulting in low consumer trust,
poor claim settlements, and a lack of transparency-fac-
tors that stifle growth.

"When the government appoints someone to such a
pivotal role, it places its trust in them, and maintaining
that trust is crucial," remarked a professor with a PhD
in Insurance and Risk Management. He emphasized
that any allegations against appointees must be thor-
oughly investigated to safeguard the integrity of the
insurance sector.

Overall, IDRA must be reinforced to enhance the
resilience and credibility of Bangladesh's insurance
industry. As the key regulatory body, it plays a critical

etration and perva-
sive mistrust, ultimately promoting sustainable growth.

So, empowering IDRA is essential for creating a stable
insurance environment that effectively meets the needs
of both consumers and the economy.

The Bottom Line

An economy grows when its people are protected;
insurance is the safety net that allows them to take risks
and pursue opportunities. To ignite economic growth,
Bangladesh must reform its insurance sector, trans-
forming it into a robust safety net that empowers citi-
zens and businesses to innovate, invest, and thrive
without fear of unforeseen setbacks.

The Bangladesh insurance sector holds significant
untapped potential, yet its current limitations necessi-
tate urgent, comprehensive reform. Key strategies
include increasing insurance penetration among low-
income and informal workers, building public trust,
strengthening the regulatory framework, fostering
innovation, embracing digital transformation, and
enhancing disaster risk management.

By tackling these challenges, Bangladesh can cultivate
a more inclusive, efficient, and resilient insurance sec-
tor that supports long-term economic growth, financial
stability, and social protection.

The interim government, led by Prof. Dr. Mohammad
Yunus, has initiated State Reform, which prioritises
financial sector reform, recognising insurance as essen-
tial for sustainable economic development.
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MARKET UPDATE

3rd Risk Management Committee meeting

of Takaful Islami Insurance held

Express Report

The 3rd meeting of the Risk Management Committee
of Takaful Islami Insurance Limited took place on
Tuesday (October 22) in Dhaka, says a press release.

The chairman of the Risk Management Committee Mr
Md Humayun Kabir Patwary presided over the meeting
which was attended by Mrs Tahmina Afroz, Mr Md
Abul Hashem, Mr Emdadul Haque Chowdhury, Mr
Azizul Hossain and other members of the committee.

Chief Executive Officer Mr Abul Kalam Azad,
Additional Managing Director Mr Mohammad Selim,
CFO Mr Mohammad Mamunul Islam and Company

! l
N N

X “ 2 L,l) ; ¢
Secretary Mr Mohammad Saheen Miah were also 'pres—
ent at the meeting.

During the meeting, the committee discussed various
risk-related issues concerning the company.

Insurance association president
resigns for 'health reasons’

He had been serving as president for over a decade, exceeding
the limits set by the association's regulations

Express Report

Sheikh Kabir Hossain
resigned as president
of the Bangladesh
Insurance Association
(BIA) on October 21,
citing "physical ill-
ness."
"At present, it is not
possible for me to
participate in all
activities and perform
a the duties of the pres-
ident of BIA as my physical condition is not improv-
ing," Hossain said in his resignation letter.

"Therefore, | have resigned from the position of chair-
man and member of the association's executive com-
mittee,"” he added.

According to the letter, a notification dated August 21,

2024, stated that due to health reasons, Hossain could-
n't fulfil his responsibilities at the BIA.

As per the rules of the association, First Vice-President
Nasir Uddin Ahmed, or in his absence, Vice President
AKM Monirul Hogue, was entrusted with the duties of
the president until Hossain's health improved.

Sheikh Kabir Hossain had been serving as president of
the BIA, an organisation of insurance company owners
and chief executive officers, for over a decade—
exceeding the limits set by the association's regula-
tions.

According to BIA regulations, an individual may serve
as president for three consecutive terms, but Hossain
violated this rule, holding the position for seven con-
secutive terms from 2011 to 2024.

Some insurance company owners claim that Hossain
has forcefully retained the BIA president's position for
the past 13 years, disregarding the rules. His seventh
term is set to end in December.
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Climate change and natural catastrophes pose
significant threats to the insurance Industry

A GlobalData poll conducted in Q2 2024 showed that 25.2% of industry
insiders consider severe weather and natural catastrophes one of
the biggest threats to the insurance industry.

Express Desk

Severe weather and natural catastrophes pose a signif-
icant threat to the insurance industry, a GlobalData poll
has found. Meanwhile, regulators and insurance lead-
ers in Australia have discussed at a government
inquiry’s public hearing whether the extreme losses
from climate-driven disasters could lead to the collapse
of the insurance industry.

A GlobalData poll conducted on Verdict Media sites in
Q2 2024 showed that 25.2% of industry insiders con-
sider severe weather and natural catastrophes one of
the biggest threats to the insurance industry. While
cyber risk topped the list at 36.6%, severe weather out-
ranked political risk (15.1%), regulation (11.3%), and
macroeconomics (6.7%).

Meanwhile, there are concerns that climate-driven dis-
asters could push the insurance industry toward col-
lapse, with experts discussing this at an Australian gov-
ernment inquiry. Major events fueling
these fears include the A$6.3bn ($4.2bn)
losses from Australia’s 2022 floods, back-
to-back hurricanes in Florida in 2024
(Helene and Milton)—which are estimat-
ed to cost $55bn—and severe floods and
wildfires in Canada in 2024, leading to
C$7 billion ($5bn) in damages. While
these catastrophic losses raise questions
about the industry’s survival, some sug-
gest solutions such as insurtechs and para-
metric insurance to mitigate risks. These
solutions are increasingly vital in address-
ing losses from severe weather and natu-
ral catastrophes in the insurance industry.
By leveraging data-driven technology,
insurtechs can enhance risk modelling,

Severe weather and natural catastrophes

Political risk and violence

Macroeconomics

Supply chain issues

improve underwriting, and streamline claims process-
es, enabling insurers to respond more efficiently to cli-
mate-related events. Parametric insurance, which pro-
vides pre-defined payouts based on specific triggers
such as wind speed or rainfall levels, offers faster, more
transparent claims settlements. This approach helps
mitigate the financial impact on both insurers and pol-
icyholders by reducing claims processing times and
providing swift financial relief post-disaster.

As climate-related disasters continue to escalate, the
insurance industry must adapt by leveraging tools such
as weather mapping models and predictive analytics to
anticipate events and reduce potential damage. By sup-
porting the development of innovative solutions such
as parametric insurance, insurtechs can help insurers
navigate growing risks and provide more resilient cov-
erage for policyholders in an increasingly volatile
world.

What is the biggest risk to the insurance industry over the next three years? 2024

Cyber risk 36.6%

Regulation
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Evolving Industry operating models
to build the future of insurance
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How can insurers adapt to the rapid
pace of change?

Insurance is a fundamental component of economy and
society: It underpins progress and helps power human-
ity forward more securely. However, the risk-averse
nature of insurers’ cultures and their focus on under-
writing margins and solvency have generally rein-
forced a restrained pace in terms of its own innovation
and modernization.

This has often resulted in unsustainable or nonoptimal
strategies to respond to less predictable spikes or dips
in specific business lines and profitability. For exam-
ple, high inflation and increasingly erratic climate-
related losses put pressure on non-life insurance lines’
profitability over the past few years. Many insurers
responded by hiking premium pricing and even pulling
back coverage for certain high risks. Moreover, as
interest rates rose, life insurance and annuity carriers
jockeyed for position in a crowded field to take advan-
tage of the surge in consumer interest in savings-linked
products. These short-term strategies helped drive the
best year-over-year underwriting results for property
and casualty (P&C) carriers since 2007 in the first
guarter of 2024, and the highest first quarter sales of

annuities for life and annuity (L&A) providers since
the 1980s.

But, as risks become more complex and unpredictable
and consumers more empowered, particularly with
generative Al tools at their fingertips, insurers can no
longer evaluate risks through the rear-view mirror.
They should continue to evolve the way insurance
works and how they interact with customers and dis-
tributors. It is becoming increasingly important for car-
riers to elevate technological and operational excel-
lence, innovate product solutions, and broaden the
insurance value proposition—making the insurance
safety net more reliable, accessible, and resilient. By
modernizing and streamlining infrastructure, opera-
tions, and business models, insurers can develop a
more forward-looking approach to risk modeling,
assessment, analysis, and mitigation.

As insurers evolve their business models, it will be
important to maintain trust with the customers and
markets they serve. For example, after a period of con-
sumer “sticker shock™ from large non-life premium
increases, coverage pullback, and fears of surveillance
from advanced technologies, the industry may first
need to rebuild goodwill among stakeholders to help
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Emerging regions experience the most pronounced gaps ininsurance coverage

2023 protection gap, by region

Global average

Africa
Asia
United States _ 32%

Source: Steve Bowen, Brian Kerschner, and Jin Zheng Ng, “Natural catastrophe and climate report: 2023," Gallagher Re, January 2024,

support their objectives. Indeed, machine learning and
Al can amass and analyze vast amounts and sources of
data, but insurers should provide transparency and fair-
ness to help make these approaches acceptable to con-
sumers and regulators.

Moreover, rapidly evolving customer preferences and
technological advancements may make it harder for
carriers to compete alone. Building or acquiring new
products and capabilities can be time-consuming,
uncertain, and capital-intensive. It may become
increasingly necessary to partner with vendors that can
provide carriers with the speed needed to meet cus-
tomer and distributor demands and the flexibility to
more efficiently adapt to economic, geopolitical, or cli-
mate-related turmoil.

Amid this transformation, new tax rules are expected to
present challenges and opportunities for insurance tax
departments around compliance, including strategies
around data collection, reporting, scenario planning,
and corporate restructuring. Insurers may also need to
consider changes to pricing, cost optimization, and
M&A strategies in light of the erosion of tax benefits
and uncertainty around the impact of new tax laws.

As known risks escalate and unknown risks arise,
insurers should remain a resilient source of financial
security in an environment of change and uncertainty.
This will likely require agile, innovative operating
models and adoption of advanced technologies. As the
pace of change accelerates, insurers should consider
becoming nimbler to help them quickly and effectively

adapt to how they interact with consumers, distribu-
tors, government agencies, ecosystem partners, and
even their own workforce.

How can each sector keep up with rapid
change to create opportunities for long-
term growth and inclusivity in 20257
Non-life (property and casualty) sector

Overall, the non-life (P&C) insurance sector in the
United States achieved a US$9.3 billion underwriting
gain in the first quarter of 2024—a significant recovery
from the US$8.5 billion loss in the previous year’s cor-
responding quarter. The industry’s combined ratio
improved to 94.2% in the same quarter, year over year,
driven by multiple rate increases in the personal lines
sector, which outpaced claims costs.

Pretax operating income increased by 332%, to US$30
billion, in the first quarter of 2024, year over year,
which was bolstered by underwriting gains and a 33%
increase in earned net investment income. The sector’s
net premium growth of 7.4%, combined with a 2.2%
reduction in incurred losses and loss-adjustment
expenses, further strengthened its financial position in
the same period.

In commercial lines, US insurers should address
escalating loss trends in areas like employment prac-
tices liability insurance and may choose to adopt a cau-
tious approach to some of the underpriced segments,
such as directors’ and officers’ liability. As social infla-
tion-the rising costs of insurance claims resulting from
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Climate change-related actions regulators are taking

Regionand
regulatory body

Actions taken

US Securities and Exchange Commission
(pending litigation and final judicial review)®

Disclose climate-related scope 1and 2 emissions data with materiality
clauses (effective Dec. 31, 2025)

Scale down scope 3 emission disclosures

National Association of Insurance Commissioners (NAIC), the United States®

Companies required to respond to the annual NAIC Climate Risk
Disclosure Survey will need to comply with Task Force on
Climate-related Financial Disclosures reporting by November 2022

Climate Corporate Data Accountability Act, US state of California®

Disclose scope 1and 2 emissions data by 2026 and scope 3 emissions by 2027

International Sustainability Standards Board {ISSB), Canada and Asia Pacific
(Australia, New Zealand, Hong Kong, Taiwan, The Philippines, Singapore,
Malaysia, Japan, and Korea)®

Several countries have adapted or plan to adapt existing standards to
meet ISSB requirements
Conduct climate scenario analyses to assess business resiliency

Insurance Regulatory and Development Authority of India®

Corporate Sustainability Reporting Directive, European Union

Climate risk reporting requirements at nascent stage

Adopt a "double materiality” approach that evaluates risks from both
financial and nonfinancial aspects

ISSB, the United Kingdom®

Alignment to [SSB is under discussion

Sources: a. US Securities and Exchange Commission, Securities Act of 1933 and Securities Exchange Act of 1934, April 4, 2024; b. NAIC, "US
insurance commissioners endorse internationally recognized climate risk disclosure standard for insurance companies,” press release; ¢, Deloitte,
“2024 insurance regulatory outlook,” accessed Sept. 17, 2024; d. Jennifer Laidlaw, "Where does the world stand on ISSB adoption?,” S&P Global, April

9, 2024; e. ibid; f. ibid; g, ibid.

litigation over plaintiffs seeking large monetary relief

for injuries—leads to larger settlements and jury ver-
dicts, insurers appear increasingly compelled to bolster
their liability reserve estimates. While this has histori-
cally has been a growing issue in the United States,
there are now signs of social inflation challenges in
Australia as well.

Geopolitical tensions, particularly in regions like
Russia-Ukraine and the Middle East, continue to
heighten risk assessments. This is prompting insurers
to scrutinize things like cyber, political, and marine
exposure more meticulously.

For the first time in six years, worldwide insured loss-
es from natural catastrophes surpassed US$100 billion
without a single event causing over US$10billion in
damages. This indicates a broader spread of smaller,
yet costly, events. It also underscores a need for the
reinsurance industry to closely monitor and reassess
underwriting practices as more geographic areas fall
into high-risk zones.

Economic losses from natural catastrophes reached
US$357 billion in 2023 globally. Yet only 35% of these

losses were insured, leaving a protection gap of 65% or
US$234 billion. This gap is particularly pronounced in
countries in the Middle East, Africa, and Asia.

To remain viable, insurers implemented higher-than-
average price increases across many P&C insurance
lines. Globally, non-life premiums grew by 3.9% year
over year in real terms in 2023, partly because insurers
increased rates to offset rising claims costs. In the
United Kingdom and Australia, for example, personal
property and auto insurance premium growth outpaced
inflation and disposable income growth over the past
three years. In Germany and Japan, property insurance
premiums exceeded increases in income and inflation,
and auto premiums grew more moderately.

This strategy seems to be improving insurers’ prof-
itability. But for consumers, it could make it more dif-
ficult to afford coverage options for damages due to the
increasing frequency and severity of catastrophes.

Insurance regulators and several government entities
around the world are asking for greater transparency
from insurance providers in how they account for cli-
mate risks in their investment strategies. They are also



focused on making insurance coverage accessible and
affordable for consumers, especially those in more vul-
nerable communities.

\Voluntary disclosures, such as the Task Force on
Climate-related Financial Disclosures, the Carbon
Disclosure Project, and the Global Reporting Initiative,
continue to shape this landscape. But recent regulatory
updates aim to bolster transparency and investor confi-
dence and provide more robust strategies for assessing
progress.

There may be reason to be optimistic that non-life sec-
tor performance could improve in 2025. The recent
surge in claims severity, driven by higher inflation and
supply chain shortages, is waning. This, combined with
rapid growth in written premiums from sizable rate
increases and higher investment yields, is expected to
provide some relief.

At a global level, estimates suggest that insurers’ return
on equity could improve to about 10% in 2024 and
10.7% in 2025. Insurance premiums are estimated to
grow by 3.3% in 2024, with advanced markets con-
tributing 75% of the expansion in premium volumes.

Profitability is expected to improve in the United States
as well. Estimates suggest a reduction in the combined
ratio for the non-life sector to 98.5% in both 2024 and
2025, from an estimated 103% in 2023. The sector is
expected to continue to benefit from deceleration in
claims costs because of lower inflation, which
decreased to 3% in June 2024 after reaching a peak of
9.1% in June 2022.

As carriers regain their footing, emerging risks and
changing customer expectations could present numer-
ous growth prospects for non-life insurance carriers in
2025.

For example, a recent Deloitte FSI Predictions article
revealed that businesses across all industries are invest-
ing in and deploying Al, and the liabilities arising from
its use and development can potentially be massive for
non-life insurers. The research predicts that by 2032,
insurers could potentially generate approximately
US$4.7 billion in annual global premiums from Al-
related insurance, yielding a robust compounded annu-
al growth rate of around 80%.

Demand for customer-centric experiences has con-
tributed to the popularity of embedded insurance (dis-
tributing insurance policies at the point of sale), which
is projected to exceed US$722 billion in premiums
globally by 2030. Embedded insurance allows insurers
to bundle products and offer integrated solutions
through partnerships with industries like automotive,
retail, and real estate. For example, to reach a broader
audience, insurers are partnering with real estate com-
panies to offer homeowner’s insurance directly through
the real estate’s sales platform. Such partnerships could
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provide customers quick and easy access to insurance,
as well as broaden distribution options for insurers.
They also typically require a less significant
investment of capital or time compared to build-or-buy
alternatives.

Life and annuity sector

In the L&A sector, persistently elevated interest rates
have driven demand for savings-type products. In fact,
total US annuity sales increased 23% year over year to
US$385 billion in 2023, led by a 36% jump in fixed
annuities, to US$286.2 billion. In the first half of 2024,
total US annuity sales rose 19% to US$215.2 billion,
year over year, with registered index-linked annuities
and fixed-income annuities setting new records. Even
as the Federal Reserve signals cuts to interest rates,
annuity buyers looking to lock in higher guarantees are
now driving a further surge in sales. Tailwinds from the
growing middle class in emerging markets, and
declines in pension provisions from governments and
businesses are expected to continue to fuel growth in
savings products over the next several years.

While annuities seem to be dominating the headlines,
new annualized life insurance premiums, which have
set a sales record in each of the past three years, also
benefited from an additional 1% growth in 2023, to
US$15.7 billion. However, in the first quarter of 2024,
both total new premiums and total number of policies
sold fell 1% year over year. Notwithstanding the mod-
est drop, younger demographics (below 50 years of
age) are the ones driving life application growth, and
social media is a key factor in educating and influenc-
ing these consumers about life insurance products.

Life premiums are expected to increase 1.5% through
2025 in advanced markets. Strong sales in more emerg-
ing markets like China, India, and Latin America could
potentially boost premiums by 7.2% and 5.7% in 2024
and 2025, respectively .

Higher interest rate levels are also fueling better invest-
ment yields for life carriers, which is expected to boost
profitability through 2025.

While these carriers appear to be enjoying the current
environment, they may also recognize that neither the
pandemic-fueled interest that boosted mortality prod-
uct sales nor the higher interest rates that drove interest
in savings products are likely sustainable growth driv-
ers. Meaningful transformation may be necessary to
help support long-term success.

To achieve the levels of operational excellence and
strategic nimbleness that entice both consumers and
distributors, many L&A carriers may need to invest in
core system modernization, automation, and process
redesign initiatives.

L&A core system modernization would not necessarily
require replacement or conversion of infrastructure, but
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an analysis of what the current architecture cannot sup-
port, which capabilities may be required going for-
ward, and then prioritizing where to invest. One solu-
tion may be to invest in an application programming
interface-based architecture, which can enable digital
distribution and give carriers more flexibility with dis-
tribution channel interactions.

To further improve their competitive advantage with
intermediaries, carriers may consider providing predic-
tive models to brokers and advisors. This can help dif-
ferentiate the distribution experience by enabling more
effective targeting of prospects who are most likely to
purchase L&A coverage.

There are vast unmet needs for global life insurance
and savings: In the United States alone, the mortality
coverage gap is an estimated US$25 trillion, while the
current global retirement savings gap is around US$70
trillion. Meeting these needs could be a large opportu-
nity for insurers that effectively leverage digital
advances.

Insurers that have these capabilities could make it eas-
ier for consumers to learn about and buy L&A products
and make selling these policies to lower-income popu-
lations more profitable. For example, currently in
Brazil, a key development is helping to democratize
life insurance. Digital banking in the region has
increased the banked population in the past decade,
contributing to higher financial inclusivity. These
banks are now adding life insurance to their service
offerings, enabling millions to have access to these
products for the first time.

Moreover, by modernizing their operating models by
breaking down silos and becoming more customer- and
product-centric, carriers can improve their ability to
respond quickly to changes and disruptions in the mar-
ket. Since so many business-critical systems and
processes span various functions and ancillary applica-
tions, any inefficiencies can slow the pace of business
and directly impact customers and distributors.
Investments in process redesign and straight-through
processing can improve experiences, reduce costs, and
help enable scalable, profitable growth. Many carriers
are also turning to outsourcing; they are using managed
services and third-party administrators to help improve
operational efficiency and reduce costs .

Life and annuity carriers are experiencing record-high
sales volumes. Still, these results could be even better
if carriers were able to penetrate more of the global
market. Absent transformation that may be needed to
minimize the customer and distributor impact from
back-office inefficiencies and aging core systems, car-
riers will likely be challenged to grow current levels of
profitability, especially during periods of disruption
and fluctuating demand.

Group insurance

Ingurange

Relatively high persistency (renewal premiums) and
elevated wage inflation have helped group insurance
performance results over the past few years, reducing
reliance on new sales growth. But diminishing persis-
tency due to a slower pace of employment growth is
expected for 2025. Deloitte economists forecast US
unemployment to rise above 4% by 2026 and the
employment cost index to decline to 3.3% in 2025,
from 4% in 2023.50 Group carriers may need to con-
sider some alternative avenues for growth in 2025.

Group life insurance sales for the fourth quarter of
2023 totaled US$857 million, an 8% increase year over
year, while the annual growth rate was 6%. However,
in the first quarter of 2024, total new premiums for
workplace life insurance declined 2% year over year.

Supplemental health insurance sales, which include
accident, critical illness and cancer, and hospital
indemnity, posted a 5% annual growth in 2023, year
over year, and an increase of 3% in the first quarter of
2024, compared to the same period last year. One sur-
vey revealed that 86% of respondents consider it very
important for employers to offer them supplemental
insurance benefits to protect against the loss of income
or expenses arising from an unexpected event.

Disability insurance had mixed results: Sales increased
by 8% overall in 2023 compared to 2022,57 but
decreased by 12% year over year in the first quarter of
2024.58 However, long-term disability incidence rates
continue to trend downward, which could be due to
wage inflation remaining relatively high. This may be
enticing workers who might otherwise opt to claim dis-
ability benefits to do their best to stay in the labor mar-
ket.

As employers across industries continue to face sub-
stantial competition for talent, more than 70% of
respondents to a 2023 US consumer sentiment survey
say their company’s benefits package is critical to
attracting and retaining the best employees. Likely
because of this high interest, 51% of respondents to the
same survey said their company will increase benefits
offerings in the future. To take advantage of this poten-
tial uptick in demand for employee benefit offerings,
carriers will likely need to find ways to stand out in an
intensely competitive environment.

To differentiate themselves, carriers could consider
developing alignments with ecosystem participants




that can provide advanced administration platforms, as
well as with insurtechs that offer skills, capabilities,
and data sources that group carriers do not otherwise
have access to. For example, in July 2023, Prudential
Financial announced a partnership with Nayya to har-
ness Al and data science to help employees make bet-
ter workplace benefits decisions during open enroll-
ment.

How can insurers elevate their societal
purpose in a financially sustainable
way?

At face value, it may seem that insurers could be forced

to confront the choice between doing well or doing
good. But this does not necessarily need to be the case.

Over the past few years, the rise in extreme weather
events, combined with high inflation raising the cost to
repair vehicles, homes, and commercial real estate,
pushed claims losses to unprofitable levels in related
lines of business. To return to profitability, many insur-
ance providers hiked pre-
miums in impacted lines;
some even retracted cover-
age altogether. Faced with
fewer options and rising
costs of coverage, more and
more customers are now at
risk of being underinsured
or uninsured.

While this scenario may
seem dire, insurers who
innovate and collaborate
could use this as an oppor-
tunity to foster resilience
and sustainability and cre-
ate a better balance
between profitability and
equity. Emerging technolo-
gies and alternative data sources are now available to
help stem the mounting losses, which can benefit many
stakeholders. Insurers should ensure these technologies
and data sources are used properly and with transparen-
cy to build trust and be recognized as stewards of pur-
pose.

However, a perceived lack of transparency around the
collection and use of some of the data currently being
included in underwriting decision-making is becoming
concerning to both consumers and regulators. For
example, while consumer uptake of telematic devices
that monitor driving behavior has been underwhelming
since its inception in some regions, it is now possible
for insurers to harvest this data from less obvious
sources, such as apps that drivers already have on their
phones. They can then use this data to underwrite poli-
cies, often without full transparency to the driver.

p
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While these data points can generate more precise
underwriting, to help minimize mistrust among con-
sumers and regulators, insurers should be transparent
and disclose the information they are using to rate driv-
ers. Insurers can also consider incentivizing mitigation
strategies, such as issuing a driving score (similar to a
credit score) to policyholders. These scores can be
raised when driving behavior improves and then
reflected in pricing.

Moreover, as technology evolves, insurance companies
should work to free their underwriting models of all
inherent bias. This could be particularly important
where those preconceptions adversely affect vulnerable
communities already plagued with affordability and
access challenges due to their location. Regulators are
already looking into this. For example, Colorado is cur-
rently developing a regulatory framework for insurers
to help prevent bias and discrimination in Al models.

Insurers are also recognizing the importance of con-
serving natural capital to
drive down claims costs.
They may need to guide
clients to move away from a
linear economy (take-make-
waste) to a circular economy
approach (reuse-transform-
recycle). Doing so can help
foster an ongoing product
life cycle,84 ensuring that
the parts used to repair dam-
aged assets stay in circula-
tion for a longer time. For
example, some European
insurers allow auto vendors
to reuse spare parts for
repairs, making the process
environmentally friendly as
well as economical.

Insurers could further incentivize supply chain partners
to use renewable raw materials and recycle end prod-
ucts, as well as convert their own insurance products
into services like usage-based auto insurance, which
tailors pricing based on the actual driving behavior of
the policyholder. They can also consider giving premi-
um discounts to clients in the construction and real
estate sector that apply green chemistry, an approach
that aims to prevent or reduce pollution and improve
overall yield efficiency. These discounts could be
applied across the life cycle of construction products,
including its design, manufacture, use, and ultimate
disposal, since it could reduce risk exposure for insur-
ers.

For risk elements that insurers have less influence over,
like climate change, insurers can influence, collabo-
rate, and incentivize mitigation strategies to ensure
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more profitable and equitable coverage. One program
in Alabama offers homeowners discounts on their
insurance policies when they follow specific standards
for construction or retrofits. In Mississippi, a bill pend-
ing in the state House could create a trust fund that
could provide grants to homeowners for fortifying their
homes against severe weather or building safe rooms
for tornadoes.

In a recent Deloitte FSI Predictions article, analysis
revealed that if insurers, in partnership with govern-
ment entities and policyholders, invest US$3.35 billion
in residential dwelling resiliency measures, the two-
thirds of US homes that are not currently built to adopt
and follow hazard-resistant building codes can
become resistant enough to reduce many weather-

related claims losses. This could save insurers an

estimated US$37 billion by 2030.

For life insurers, climate change

Section 80C:
Deduction on
Premiums

Commissioners announced its strategic priorities early
this year, launching a state-level data collection drive
to better understand localized protection gaps in prop-
erty insurance markets. These insights can provide
guidance to state insurance regulators to address cli-
mate risk resilience and increase access to consumers
at a national level.

In the insurance industry, where 75% to 90% of emis-
sions are Scope 3 (indirect greenhouse gas emissions
that occur outside an organization's direct control),
direction on measurement is also critical. The
Partnership for Carbon Accounting Financials has
released guidance on measuring insurance-associated
emissions for commercial and personal motor
lines, but it could require insurers to collect vast
amounts of data that is often not readily avail-
able. Calculating financed emis-

sions also presents similar chal-

impacts health/morbidity and lenges, in particular for life
mortality in a more subtle way. Life insurance companies, which
Factors such as poor air quality _tend to have a large long-term
due to increased pollution or wildfire Insurance investment profile.

smoke can exacerbate respiratory Tax _ As sustainability programs evolve,
and cardiovascular conditions, . they are shifting from quantity to
leading to higher morbidity and guality. Insurance companies are

premature mortality. To help min-
imize the overall risk profile,
insurers, in partnership with other
stakeholders, could explore collaborative invest-
ments in communities residing in these detrimen-
tal living conditions and promote health awareness
and the benefits of early prevention of diseases. For
example, several insurance companies in India that
offer coverage for diseases caused by pollution, like
asthma and chronic obstructive pulmonary disease,
also include the cost of air purifiers and specialized res-
piratory medications.

Regulators could introduce policies that encourage
insurers to underwrite certain emerging risks like
renewable energy technology. Government support and
incentives could potentially lower the capital charge on
assets or liabilities associated with renewable energy
projects, benefiting society and potentially lowering
insurers’ risk profile.

Many of the risk mitigation and incentivization strate-
gies being employed are still in their nascent stages.
Insurers that are already experimenting have the abili-
ty to make adjustments to the way data is collected,
processed, and used. As regulatory bodies, insurers,
vendors, data suppliers, and policyholders get aligned,
insurers that can transform traditional mindsets and
processes in this challenging environment can take
advantage of unprecedented opportunities to more
effectively balance profitability with purpose.

The US National Association of Insurance

Benefits

increasingly  focusing their
resources on reporting what’s
most crucial to their organization
rather than striving to cover everything.
Moreover, the industry could see a shift from
siloed compliance reporting to embedding sus-
tainability into business strategy decisions.
Introducing new metrics, such as implied temperature
rise and portfolio warming potential —designed to
assess and manage climate-related impacts of invest-
ment portfolios—involve complex, multidimensional
data analysis. Therefore, they are expected to require
long-tail investment portfolios to develop new model-
ing capabilities.

Could new global tax requirements
impact organizational structuring
considerations for insurers?

Profits for insurers operating in low-tax jurisdictions
may be impacted as a result of new global minimum
tax rules. Pillar Two tax laws are expected to take effect
in many jurisdictions in Europe and across the world in
2024. Many insurers are now focusing on compliance,
reporting, and scenario planning.

Many countries have already passed or introduced leg-
islation that would implement Pillar Two tax rules,
which require multinational organizations with €750
million or more in annual revenues to pay a minimum
tax of 15% on net income earned in each country where
they operate, adding an additional burden to insurers’




bottom lines. Even if an entity’s jurisdiction of domi-
cile has not adopted these rules, which is currently the
case for insurers in the United States, a tax liability
could still be due if they operate in a different jurisdic-
tion that has adopted them.

Bermuda, which enacted a Corporate Income Tax of
15% on businesses that are part of multinational enter-
prise groups with annual revenues of €750 million or
more, serves as an example of the impact Pillar Two is
having on jurisdictions that have historically imposed
low or no taxes.

To respond to these new rules, insurance tax depart-
ments should understand the rules and model potential
tax impacts. They may also want to analyze corporate
restructuring considerations that could help mitigate
adverse impacts. Even those insurers that may not see
an increased tax liability as a result of Pillar Two could
be subject to these rules and may need to invest
resources toward reporting and compliance.

As a new global tax regime, many guestions remain
about how individual jurisdictions could implement
and draft new regulations in accordance with Pillar
Two. Therefore, insurers may need to stay updated on
new rules and requirements to remain in compliance as
things evolve.

In the short term, data wrangling, reporting, and com-
pliance will likely be the biggest challenges. Although
Pillar Two is nominally a tax reform, finance, legal, IT,
and other impacted stakeholders may need to educate
themselves on these new rules and the potential impli-
cations to their functions. These impacted units may
need to collect, organize, and share financial informa-
tion, operational data, and transfer pricing data from
multiple sources—and, potentially, multiple geogra-
phies. These activities reinforce the potential need to
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invest in modern and centralized data collection capa-
bilities.

It’s too early to assess the full impact of this new tax
regime. However, the erosion of tax benefits could lead
to pressure for higher pricing and greater cost opti-
mization. And while reporting and compliance could
be a significant effort in and of itself, some insurers
may opt for more drastic restructurings because of
these new rules, either through choice of domicile or
overall corporate structuring.

Could artificial intelligence
insurers on the outside looking in?

One important piece of insurers’ transformation jour-
neys across all sectors could be effectively embedding
advanced technology capabilities into their business
models. Insurers have been working with Al tools for
several years. However, until very recently, many
insurance leaders may not have seen the need to focus
on strategically embedding Al throughout the organiza-
tion.

But following the release of multiple publicly available
gen Al tools over the past two years, Al seems to be
having its “iPhone moment." Free public access and
increasing curiosity is driving experimentation and
adoption across industries and among consumers as
they begin to realize the true transformative capabili-
ties of these tools. Even for the most risk-averse insur-
ers, gen Al is at an inflection point, driving multiple
commitments and investments in the Al space.

In fact, in a June 2024 survey of 200 US insurance
executives conducted by the Deloitte Center of
Financial Services, 76% of respondents said that their
organization has already implemented gen Al capabili-
ties in one or more business functions. Many insurers
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in Asia Pacific are also leaping ahead with Al and gen
Al implementation initiatives, primarily driven by
favorable technical talent availability and cultural
acceptance in the region. One example is Hong
Kong-based life insurer AIA Group, which plans to
transition from investing in foundational tech and data
transformation to embedding intelligence, including
gen Al, into distribution, operations, and customer
service. Moreover, Shenzhen-based insurer Ping An
owns the second highest number of patents on gen Al
technology in the world, only behind Chinese tech
giant Tencent.

While many insurers remain in the proof-of-concept
stage, some are starting to integrate gen Al into priori-
tized areas like claims and customer service. These use
cases may provide better risk-reward and scalability
opportunities in the short term, both from a regulatory
perspective and acceptance within insurance organiza-
tions. In fact, a Deloitte Center for Financial Services
(DCFS) survey of insurance executives found that the
areas with the highest number of gen Al implementa-
tions to date were in distribution, risk management, and
claims handling.

For an impactful approach to scaling, it is important for
insurers to have the right value levers. Over the next
few years, realizing efficiencies and enhancing experi-
ence (for both customers and employees) could turn
out to be more important than measuring direct busi-
ness growth. Most respondents surveyed by the DCFS
said they are using profitability, efficiency in handling

customer queries, and employee satisfaction scores as
key success metrics for assessing current and future
gen Al initiatives.

Getting data and governance right could
be foundational to Al strategy

Insurers may not be able to realize business value with-
out accurate underlying data to train and feed the mod-
els. Respondents to the DCFS survey revealed that data
security and privacy, data quality, and data integration
(internal and external) were the top challenges for
implementing gen Al adoption at scale.

While insurers have prioritized building the data foun-
dation over the last decade to enable analytics and dig-
ital capabilities, the focus is now on enabling their data
ecosystems to be able to support and scale Al. This
includes fostering a convergence that supports both
real-time and batch environments. There is also a
growing trend toward developing data products, which
means establishing a data environment to support use
cases such as pricing optimization, fraud detection,
segmentation, churn, and lifetime value.

Getting the right talent and culture to
capitalize on Al opportunities

Developing this culture of accountability among the
workforce could be crucial: Employees already per-
ceive employers to be as much as 2.3 times less empa-
thetic and human when Al tools are offered. The suc-
cess of Al initiatives relies on having buy-in from the



workforce, so as insurers develop their strategies, they
should emphasize human sustainability, where organi-
zations choose to focus more on how they can help
their employees rather than how their employees can
benefit their bottom line. Therefore, Al initiatives
designed to help employees do their jobs with less fric-
tion are likely to be successful ones. When asked about
organizational readiness for gen Al adoption in the
DCFS survey, respondents said they are least prepared
in terms of talent availability and existing talent
skillsets compared to other readiness factors.

As expected, respondents said they are rethinking their
talent strategies and organizational structures to adapt
to the new Al reality. Although many insurers are
already undergoing long-term organizational structural
changes that can complement Al efforts, such as shift-
ing to skills-based frameworks and promoting cross-
functional collaboration, they are also focusing on
some areas to prepare their organizations for Al in the
short term.

The need for more technical talent is clear. In the DCFS
survey, prioritizing candidates with digital literacy and
Al knowledge for new job openings was the top-ranked
change that respondents are making in terms of how
they manage and hire talent to prepare for the long-
term adoption of Al, Beyond technical skills, insurers
will likely also need to hire for uniquely human capa-
bilities such as imagination, curiosity, empathy, and
analytical thinking to differentiate themselves because
rote tasks could become increasingly automated.

However, relying on new talent won’t be enough.
Many insurers are also focusing on developing their
existing internal talent, in which Al can be an educa-
tional aid itself. For example, Zurich is using analytics
to assess workers’ current skills and future skill
requirements to curate learning and development
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opportunities. Insurers may also choose to rely more
heavily on outsourcing and shared services if they are
unable to attract and develop their own internal talent
in the short term.

As insurers continue to invest heavily in Al technolo-
gy, they may need to complement it with investments
in talent. According to Sandee Suhrada, principal at
Deloitte Consulting LLP, “In the Al space, technology
and talent are two sides of the same coin. Insurers are
building Al technology for the talent, by the talent.”

The road less traveled may be trickier to
navigate but more rewarding

The only constant is change. And when change is com-
ing from many directions—customer expectations
around products and experiences; emerging technolo-
gies reshaping many aspects of our lives; growing cli-
mate-related risks; tax laws; evolving regulatory scruti-
ny; and macroeconomic and geopolitical volatility—
the insurance industry may have to pivot in the way it
does business to keep pace.

The journey from underwriting via the rear-view mir-
ror to helping consumers proactively mitigate risks and
offering protection more inclusively could require
transformative strategies. It could also require invest-
ments to help improve agility, form strategic alliances,
and cultivate the workforce of the future while sustain-
ing profitable growth.

For insurers, their policyholders, and society at large,
the bottom line is that the best claim is the one that
never happens. While total elimination of risk for soci-
ety may not be achievable, the insurance industry now
increasingly has the tools to help bring this pipe dream
closer to fruition. In fact, 2025 could potentially be the
year carriers consider taking the road less traveled to
position themselves for long-term success.

Courtesy : Deloitte
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