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Germans unveil rival
war risks consortium

GERMANY has established a war
risk consortium, through which
it hopes to compete with the
traditional offerings in London
and Oslo.

The move means, for the first
time, shipowners in Germany can
buy insurance cover against war
risks in their home market pro-
vidingprotectionagainst thecon-
sequences of war, terrorism and
pirate attacks.

These risks are excluded from
standard hull policies.

Up to now, German shipown-
ers have obtained war cover

mostly in London or Oslo. The
consortium “German War Cover”
is now trying to win business
competing with these rivals.

One argument in its favour:
the policies will be written in the
German language, jurisdiction
is Germany.

The high number of pirate
attacks has rise in demand.

“With this special policy, we
are putting the stress on giving
advice to the shipowners and on
the prevention of piracy attacks,”
said Hans-Christoph Enge, head
of Lampe & Schwartze Marine
Underwriting in Bremen, which
is leading the consortium.

The group covers losses of up
to $55m per ship. It offers war
coverage in hull and machinery,

protection and indemnity and
loss of hire.

Risk evaluation is based on
analysis of dangers from piracy
undertaken by specialised advis-
ers. Incaseofa lossevent, another
specialised company will take
over negotiations with pirates.

Lampe & Schwartze is not act-
ing as broker, but as managing
agent. It will conduct the under-
writing, collect premiums,
arrange for the advice, and pay
out claims.

The company itself does not,
however, take over any risks.
Enge was not prepared to give the
names behind the consortium.

However, according to market
sources, Basler, Gothaer, R+V,
Nürnberger and Württember-

gische are involved. Other names
mentionedincludecompaniesfrom
Bermuda, the German-Russian
Sovag,NationaleSuisse fromBasle,
Siat from Italy, and Munich Re’s
subsidiaryGreatLakes.

Munich Re, through its group
member Ergo, already offers kid-
nap and ransom policies for ships’
crews, which would be competi-
tion for the war risks cover of the
new consortium.

Ergo is not part of German War
Cover. When it comes to the ques-
tion of when a region can be
regardedasawarzone, theconsor-
tium will follow the decision of the
Joint War Committee in the Lon-
doninsurancemarketLloyd’s.

Hostofprominentnamesprovidingbacking foralternative facility toLondonandOslo

UK INTERMEDIARIES are considering following their underwriting
cousins and redomiciling to cheaper European jurisdictions, while
for smaller London market brokers, other cost-saving options are
gaining credence.

The practice of shifting to lower tax jurisdictions became popular
among underwriting firms last decade, with centres such as Bermuda,
Switzerland (pictured) and Ireland emerging as popular destinations.

More recently, a briefing session on broker migration hosted by law
firm Clyde & Co attracted more than 40 people.

Partner David Coupe, who organised the event, explained that, for
many brokers, the cost of doing business in the UK was becoming
prohibitively expensive.

Cheaper options are presented in other European jurisdictions
with a lower tax demand.

However, he suggested Switzerland, a favourite destination for risk
carriers seeking a low-tax place of incorporation, would not be as
appropriate for the broking community.

“Idon’t thinkSwitzerlandworks for thebrokers,”Coupetold Insur-
ance Day. “It’s outside the EU and you need the EU passport. Insurers
have kept their operations here but have put their headquarters and
international operations in Switzerland because it’s cheap.

“But if the brokers wanted to do business in the UK, they’re still
going to have to passport and Switzerland doesn’t work. But there are
other jurisdictions in Europe that offer a lower tax rate than the UK.”

Redomestication is an option for larger, listed brokers, but according
to Coupe, smaller players are also looking for ways to reduce expenses.
Becomingalimitedliabilitypartnership(LLP)hasre-emergedasapopu-
lar consideration, he said, adding the increase in the national insurance
contributionlevel introducedlastweekwasafurtherincentive.

“Companies are looking to save costs – the market is soft, they’re
notmakinganyprofit–andtheLLProutegives themabitmorecapital
flexibilityandallows themtoreduce theirnational insurancecost.But
it’s not going to be appropriate for the really big boys.”

Brokers examine
migration moves

Richard Banks

richard.banks@informa.com

Herbert Fromme,
Cologne

Historical flood data vital for Australian insurers to issue cover

DATA on historical flood activity
must be made available to insur-
ers in Australia if the market is to
deliver floodcoveronawidescale,
the head of Insurance Australia
Group (IAG) has warned.

MikeWilkins,managingdirec-
tor and chief executive at IAG,
said the cost of damage following
a flood event increases rapidly
according to the depth of water,
making it vital for insurers to
have detailed riverine flood map-

ping and data before they can
accurately price cover.

“In Queensland, this data –
which is theresponsibilityof local
councils – has largely been una-
vailable, despite the industry
seeking access to it over many
years,” Wilkins said.

He added more than 90% of
Queensland catchments have lit-
tle or no data made available.

“While some local govern-
ments have been proactive and
forthcoming with the data,
unfortunately there are many
who simply do not have it –
and others who have not been

willingtoprovide it,”Wilkinssaid.
“This is a serious abrogation of

responsibility and must be
addressed as a priority if we are to
build resilience to flood – particu-
larly in Queensland.”

In an address to the Commit-
tee for Economic Development of
Australia, Wilkins said IAG had
made a clear commitment. “Once
we are provided with the data, we
will deliver flood cover.”

He said this commitment was
borne out by the fact this data is
already provided in states where
information has been made avail-
able, such as New South Wales.

Scott Vincent

insuranceday@informa.com

Floodof
claims in
Queensland:
it is vital for
insurers to
have
detailed
riverine
flood
mappingand
databefore
theycan
accurately
pricecover ERIC TAYLOR/BLOOMBERG

Piratedanger:A naval boardingparty
fromHMSCornwall guardSomali
pirates in the IndianOcean
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Industry ‘is unprepared’
for Solvency II deadlines
INDUSTRY confidence in imple-
mentation plans for the forth-
coming Solvency II regime has
been dented in the past few
weeks, with a series of warnings
of potentially dire consequences
arising from the existing imple-
mentation plans.

Four industry groups – includ-
ing the Comité Européen des
Assurances, Europe’s largest
insurance association – have also
written to the European Commis-
sion to voice concerns about devel-
opmentsintheSolvencyIIprocess.

And, during the past 24 hours,
a survey conducted by the Eco-
nomic Intelligence Unit, on behalf
of consultancy Deloitte, has
warned the UK insurance sector is
notasfaraheadwithitsSolvencyII
preparationsasitmayhavehoped.

The survey has revealed a
number of findings that suggest
there isconcernwithin the indus-
try as to its capabilities to meet
the December 31, 2012 imple-
mentation deadline.

The research suggested a fall
in confidence among individual
insurers about the capability of
the industry as a whole to meet
the Solvency II deadline.

However, these same insurers
were far more confident of their
own company’s capability to meet
the deadline, with 73% believing
they are on track for implementa-
tion on schedule.

The latest research has been
published less than a week after
aneruptionofdismayfromindus-
try associations at the latest plans
for Solvency II implementation.

The letter to Michel Barnier,
European commissioner for
internal market and services,
warned the latest draft implemen-
tation measures included “exces-
sively conservative and pre-
scriptive elements” that will be to

theindustry’sdetriment,aswellas
Europe’seconomyasawhole.

“The genuine and valid con-
cerns of the industry have been
largely ignored or remain unad-
dressed,” the letter warned, add-
ing the latest draft measures had
intensified concerns, rather than
addressing them.

Peter Vipond, director of
financial regulation and taxation,
at the Association of British

Insurers, voiced his concern that
although 10 years have now
passed since the principles of Sol-
vency II were proposed, the rules
have still to be agreed.

“This is bad news for all. For
regulators and firms, it makes a
proposed start date of January
2013 difficult,” he said.

“For insurers, the current
draft of the rules are poorly
thought through in places, lead-
ing to them holding unnecessar-
ily high levels of capital,
ultimately penalising consum-
ers,” Vipond added.

There is also continued con-
cern about the standard formula
for catastrophe risks.

During the past 24 hours, at a
Lloyd’s Old Library briefing,
hosted by Pitney Bowes Busi-
ness Insight, Adam Podlaha,
head of the international arm of
Aon Benfield’s Impact Forecast-
ing unit, warned in more than
80% of cases, the standard for-
mula for catastrophes is over-
estimating losses.

“The Solvency II standard for-
mula is not appropriate for most
companies, which need to con-
sider internal models,” he said.

Amid these continued con-
cerns, the UK regulator, the
Financial Services Authority, has
scheduled a conference for next
Monday to outline its proposed
implementation methodology.

Latest survey showsconcernabout regimedevelopments,writesSCOTTVINCENT

Survey results – in brief
FINDINGS from the latest survey of UK insurers’ preparedness for
Solvency II include:
l Fewer than half of UK insurers surveyed are confident the industry

will meet the December 31, 2012 Solvency II deadline. Only 46%
are confident of meeting the deadline – compared with 63% when
surveyed last year;

l However, 73% said they were confident their company would meet
the deadline;

l 40% of insurers have 40% or less of their dedicated Solvency II per-
sonnel in place;

l Trainingprogrammesarescheduledat58ofthe60insurerssurveyed;
l More than one-third of non-life insurers are contemplating

restructuring or reorganising operations as a result of Solvency II.
The figure is even higher for life insurers, where 57% plan a
restructure;

l Two-thirds of insurers surveyed said they expect to introduce new
risk mitigation techniques due to Solvency II; and

l Insurers ranked implementation planning and personal incentivi-
sation as the highest priorities for the next six months.

The research was conducted by the Economist Intelligence Unit on
behalfofDeloitteandsurveyed60UK-basedinsurers toascertaintheir
latest views on Solvency II and readiness for the new regime.

Insurers saydraft implementationmeasures include
elements thatwill be to the industry’sdetriment,

aswell asEurope’seconomyasawhole
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Insurers focusing on Asian expansion

AXA’S reorganisation of its businesses in
the Asia-Pacific region and activity at AIG
subsidiary Chartis were among the high-
lights of corporate developments affect-
ing the international insurance and
reinsurance industry in March.

Mergers, acquisitions,
disposalsandbids

Acadia Acquisition Partners has agreed
to buy Hamilton Risk Management Co
and its subsidiaries, including Kings-
way Amigo, from Kingsway Financial
Services. Kingsway will act as the gen-
eral partner and hold a limited partner-
ship investment.

Achilles declared its offer for Brit
wholly unconditional after exceeding the
required 75% threshold of acceptances
from Brit shareholders. As at March 23,
Achilles had received shareholder
acceptances representing 97.86% of
Brit’s shareholder capital. Achilles said it
intended to acquire the remaining Brit
shares by means of squeeze-out proceed-
ings. Achilles reached agreement with
the independent directors of Brit on the
acquisition in October last year.

Axa’s delayed restructuring and part-
divestmentofAxaAsiaPacific(AxaAPH)
was due to close on April 1. Australian
groupAMPacquired100%ofAxaAPHfor
A$13.3bn ($14bn), buying Axa’s stake in
the company for A$7.2bn in cash. In turn,
Axa bought Axa APH’s Asian operations
from AMP for A$9.8bn in cash. Axa’s net
outlay for the series of transactions was
therefore A$2.6bn. Axa APH’s Australian
and New Zealand businesses, remaining
with AMP, were priced at A$3.5bn.

Axa has appointed John Dacey as vice-
chairman for Asia-Pacific and Mike
Bishop as chief executive of Axa Asia.
Both report to Henri de Castries, chair-
man and chief executive of Axa.

Axa Life Ltd, a Swiss subsidiary of the
Axa group, has received regulatory
approval to transfer its entire 15.6% in
Taikang Life to a consortium of new and
existing shareholders for a consideration
of$1.2bn.TaikangisChina’sfourth-largest
life company. Axa said the transaction
would generate a positive impact of about
€800m to its net income. Axa acquired its
stake in Taikang as a result of the French
group’sacquisitionofWinterthurin2006.

Axa said it continued to develop its
life operations in China through Axa-
Minmetals, a joint venture with Min-
metals Corp. Axa is now waiting for reg-
ulatory approval to transform the
company into ICBC-Axa, a joint venture
with China’s largest bank by assets and
clients. The divestment of Taikang was
mainly to satisfy Chinese regulations
restricting the ability of foreign inves-
tors to hold multiple interests in the
Chinese life insurance sector, Axa said.

Baloise has acquired Belgian insur-

ance group Nateus, which operates
through Nateus SA/NV and Nateus
SA/NV Life. Together the two companies
wrote premium in 2009 of €342m
($494.5m), with 53% relating to life
risks. The two companies are based in
Antwerp and employ about 450 people.
The previous owner wasEthiasSA/NV.

Baloise is already active in Belgium
through subsidiaries Mercator Verzeker-
ingen and Avéro Schadeverzekeringen,
offeringinsuranceandpensionsforprivate
customers and some small and medium-
sized businesses. Mercator wrote premi-
ums in 2009 of €543m, of which non-life
business represented 71%. Last year,
Baloise acquired Avéro. The two busi-
nesses employ about 1,000 people in Bel-
gium. Baloise said after the acquisition of
Nateus, it would be one of the five largest
insurersinBelgium.

Bayside Capital Partners, a private
equity company, has pulled out of its
plannedmergeragreementwithworkers’
compensation provider Majestic Capital.
Bayside cited a material deterioration in
Majestic Capital’s surplus, an inability to
secureregulatoryapproval forthemerger
and failure to satisfy lease termination
agreements to Bayside’s satisfaction as
thereasons for thecollapseof thedeal.

Majestic Capital said following Bay-
side’s withdrawal, rating agency AM Best
was likely to downgrade Majestic Insur-
ance Co’s financial strength rating of
B++ and the California Department of
Insurance might initiate conservation
proceedings. Majestic has now entered
into a non-binding letter of intent that
would see the company sell its renewal
rights toAmTrust, while AmTrust would
assume Majestic’s loss reserves and in-
force insurance through a loss portfolio
and 100% quota share reinsurance.

Berkshire Hathaway has adjusted the
price it will pay to acquire the 19.9% of
WescoFinancial itdoesnotalreadyownto
$556.6m. Wesco owns direct and indirect
subsidiariesactiveininsurance, furniture,
steelandotherbusinesssectors.

Separately, Berkshire Hathaway has
agreed to acquire chemical company
Lubrizol for an estimated $9.7bn, mak-
ing it one of the largest acquisitions in
Berkshire Hathaway’s history.

Canopius has acquired the businesses
of KDrewe Insurance Brokers and Look
InsuranceServices. Drewe is a wholesale
broker specialising in UK leisure risks
such as caravans and holiday homes. It
has been a coverholder for caravan busi-
nesstoCanopiussyndicate4444formany
years. Look, an appointed representative
of Drewe, is a retail broker focusing on
the direct leisure insurance market.

Chartis, the main non-life subsidiary
of AIG, has acquired an additional
43.59% of the shares of Japanese insurer
Fuji Fire & Marine to increase its total
holding in the company to 98.25%. Char-

tis intends to acquire the remaining
1.75% in Fuji. Subject to required legal
proceedings, Fuji will be delisted and
become a wholly-owned subsidiary of
Chartis, although it will continue to
operate under the Fuji brand.

Compre, active in the insurance run-
off market, has completed a restructur-
ing and reorganisation that has entailed
the creation of a new holding company,
Compre (1) Ltd. The majority share-
holder in the group is now private equity
partnership Milestone Capital Partners.
Nick Steer, previously joint owner of
Compre, has carried forward much of his
investment tobecomethechief executive
and main individual shareholder in the
new Compre. He is joined by two other
investor-directors,RhydianWilliamsand
Will Bridger. Former chairman Mikko
Sinko has reduced his shareholding and
becomes a non-executive director of
Compre and non-executive chairman of
the group’s Nordic risk carriers.

Fondiaria-SAI, one of Italy’s largest
insurers, is set to have a revised owner-
ship structure after UniCredit bank and
PremafinFinanziaria agreed a recapitali-
sation plan for the insurance group.
UniCredit has agreed to invest €170m to
take a 6.6% stake in Fondiaria, which has
announced its intention to raise a total of

€450m in new capital. Premafin’s stake in
Fondiariawillreducetocloseto35%from
37.6%. France’s Groupama held discus-
sionsaboutacquiring a20%stake inboth
Fondiaria and Premafin, but the Italian
financial regulator ruled the size of the
shareholdings would require Groupama
to launcha fullbid forbothcompanies.

Generali has disclosed it holds an
option to buy out its joint venture part-
ner, PPF Group, in the central and east
European insurance groupGeneraliPPF
Holding. Generali currently holds 51%
in the company, with PPF taking 49%.
Generali said ithadtheright tobuyout its
partner in 2014.

Hallmark Financial Services has
agreed to buy TBIC Holding Corp,
including its subsidiariesTexasBuilders
Insurance Co and TBIC Risk Manage-
ment (collectively TBIC), for an initial
purchase price of $1.7m, with additional
amounts depending on future perform-
ance. TBIC writes small and middle mar-
ket workers’ compensation within Texas.

Harbinger Group, a private equity
investor, has signed a definitive agree-
ment to buy Old Mutual (OM) US Life
Holdings for $350m, a price that repre-
sents 39% of US Life’s statutory capital at
December 31, 2010. After closing, Front
Street, a new reinsurer formed in Ber-

muda, may reinsure certain policy obli-
gations of OM Financial Life Insurance
Co, a subsidiary of US Life, under a $3bn
reinsurance transaction.

Mapfre and Caja Madrid Cibeles have
reached an agreement that will see the
Spanish bank acquire the 48.97% stake
the insurance group holds in Banco de
Servicios Financierios Caja Madrid-
Mapfre and the insurer will acquire the
12.5% shareholding held by the savings
bank in Mapfre Internacional. Mapfre
will pay Caja Madrid €186.6m, which is
the difference between the market value
of the shareholdings to be transferred.
The agreement maintains the strategic
alliance both groups signed in 1998 and
Caja Madrid continues to hold its current
stake of 15% in Mapfre.

Markel Corp, active in the insurance
and reinsurance markets, has acquired
the European and US operations ofRohr
BaggerGmbH and its affiliates. The Rohr
companies are manufacturers in the
aggregates industries.Markel carriedout
the takeover through its Ellicott Dredge
Enterprisesunit.

Nippon Life Insurance Co is to take a
26% stake in Reliance Life Insurance,
one of India’s largest private life assurers.

Bancassurance restructurings, plus continued
efforts togaingreaterexposure togrowthmarkets
inAsia,wereamongthemergersandacquisitions
highlights lastmonth, reportsGRAHAMVILLAGE

Berkshire
Hathaway
hasagreed
toacquire
chemical
company
Lubrizol for
anestimated
$9.7bn,
making it one
of the largest
acquisitions
inBerkshire
Hathaway’s
history

Continuedonp6
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Canada life insurance and benefits market
THE TREND among companies in the
Canadian insurance market has been
one of consolidation, spurred by a 1999
amendment to the 1991 Insurance Com-
panies Act, to allow insurers to demutu-
alise. The total number of life companies
active in the Canadian market fell from
129 in 1998 to 96 in 2009, of which 64
were Canadian companies – either feder-
ally or provincially regulated – and 32
were foreign branches.

Indeed, three large financial services
groups have come to dominate the
domestic life market: Great-West Life
Assurance, Manulife and Sun Life of Can-
ada. In addition, they have considerable
international businesses, with opera-
tions in the US, Europe and Asia.

Thesethreegroupsaccounted for two-
thirds of individual life premium and
47% of group life premium in 2009. In
the annuity market, they accounted for
60% of individual premium and 53% of
the group market.

So complete is their domination, one
commentator remarked: “It’s a long way
down to number four.” It remains a com-
petitive market, however, and smaller
players secure provincial or specialist
product niches supported by high service
standards and tight cost control.

Life insurance
Foreign influence in the Canadian mar-
ket has been steadily diminishing.
Foreign-owned insurance companies
acc- ounted for 13% of market premium
in 2008, down from 25% a decade earlier.
In 2009 alone, four of the 36 foreign
branches in Canada ceased operations.

Reasons for leavingtheCanadianmar-
ket include a low premium growth,
increased competition and the domi-
nance of the big three groups driving
down profitability.

UK-based Standard Life has a signifi-
cant presence in the market, however,
mounting a strong challenge to the lead-
ingplayers in2009witha39%increase in
written premium. Guaranteed interest
products played a major part, with sales
increasing by 228%.

Bancassurance is outlawed under the
termsoftheInsuranceBusiness(Banksand
Bank Holding Companies) Regulations,
issued to implement the Bank Act, because
it is considered to be unfair competition.
However, leading Canadian banks such as
Royal Bank of Canada (RBC), Scotiabank
and the Bank of Montreal (BMO) also oper-
ateseparatelifeinsurancebusinesses.

Given the dominance of the big three
life market players, further competition
from these large banking institutions
may prove desirable at some point in the
future. Banks have been lobbying for a
softening stance on bancassurance and
market sources suggest it may well be in
the future, although hopes of any change
resulting fromthenextbankingreviewin
2011 are not high.

With such a mature, well-regulated
market, Canada was robust enough to
shrug off the 2008 financial crisis and
subsequent recession better than many
comparable developed life markets, not
least the US. It was ranked the world’s
11th-largest life market in 2009.

Written premium continued to
show modest grow in 2008 and 2009, of
0.4% and 1.9% respectively. Total life
market premium, excluding personal
accident (PA) and health, in 2009 was
C$51.7bn ($45.3bn).

Life company balance sheets came

under pressure in 2008 and early 2009
from falling asset prices and cuts in inter-
est rates, but there were no company fail-
ures. Manulife, however, with substantial
international and guaranteed business –
especially in the US under the John
Hancock brand – was forced into a public
capitalraisingandexceptionalreinsurance
operations in its efforts to address short-
term liquidity requirements.

Growing personal wealth and the age-
ing demographic profile has influenced
the strategy of life companies towards
more investment-oriented products.

Annuities are the most significant
product class and accounted for more
than half of the total market premium
(including PA and health) in 2009.

For more than a decade, the market
shares of annuity and health business
have expanded at the expense of life busi-
ness, which accounted for more than
30% of the total in 1996.

Individual life products accounted for
about40%of the total life insurancemar-
ket premium in 2008.

While lapse rates were higher, three-
quarters of individual premium income
was renewal premium. Insurers encour-
aged persistence with concessions such
as “premium skip” and permitting the
payment of life cover cost only.

Life products offered in the Canadian
market include a range of term insur-
ances and permanent life insurance,
including whole life and universal life.
Other protection products include criti-
cal illness and long-term care insurance.

Pensions
In addition to state pension benefits, the
Canadian pension market offers consid-
erable opportunity for further provision
under both defined benefit (DB) and
defined contribution (DC) plans.

At the beginning of 2008, the Cana-
dian Life and Health Insurance Associa-
tion (CLHIA) recorded 19,185 DB plans
with just over six million members and
C$1.2trn in assets. Insurers focus on
DC-structured smaller group and indi-
vidual plans. The smaller group market
accounted for half of all plans with assets
of C$45.7bn.

Individual pension and annuity pre-
miums totalled C$17.1bn in 2009, up
1.7% over 2008, while group pension and
annuity premiums totalled C$19.3bn, an
increase of 7.6% over 2008.

The principal DC personal pension
plan is the registered retirement savings
plan(RRSP),whichcanbeset-up individ-
ually or on a group basis. Total RRSP
assets at year-end 2008 were C$318bn,
plus a further C$124bn in self-directed
RRSP assets.

Insurers accounted for only 22.5% of
the insured provider market in 2008,
after investment (mutual) funds with
42.6% and chartered banks and trust
companies with 23.9%; the rest were
credit unions (10.9%) and the Canada
retirement savings plan (0.1%).

An established strategy of life insurers
hasbeentoposition themselvesaswealth
managers in order to capitalise on relia-
ble trends of growing personal wealth
and an ageing workforce led by the baby
boom generation.

Pensions, often referred to generically
as annuities in Canada, have been central
to this repositioning and accounted for
more than half of total market premium
income in 2009 including PA and health,
split fairly evenly between individual and

group business, according to data from
the CLHIA. Insurers are experienced in
setting up and administering pension
plans and have also sought to attract
assets under management.

As a result, segregated funds have
developed since they were first permitted
in 1961 and have become popular with
policyholders. They offer increased
choice and the potential for excess return
over the lower risk general funds tradi-
tionally offered by insurers, where
participation rates have been falling in
recent years along with interest rates.

Segregated funds
Two-thirdsof insurerpensionassetswere
segregated funds in 2008, according to
the CLHIA. Segregated funds are similar
to mutual funds because they offer diver-
sified risk in a range of assets, typically
equities, bonds and cash. However, they
are an individual variable insurance con-
tract offering certain financial protec-
tion, mostly by offering guaranteed
returns at death or maturity, usually at
least 75% of premiums paid. They also
have certain tax advantages over mutual
funds such as loss relief. Segregated
funds can be registered or unregistered.

Segregated funds are employed for a
wide range of pension plans and variable
annuity contracts for individual policy-
holders. Up to 1998, equities were the
largest asset class, but they have since
been surpassed by mutual funds. The
risk-based nature of segregated funds
means their popularity is closely linked
to the fortunes of financial markets.

Whileall typesofpensionplanaregen-
erally referred to as “annuities”, the mar-
ket also offers a broad range of
conventional annuity products. These
are broadly divided between immediate
and deferred (accumulation) annuities,
the latter accounting for the bulk of mar-
ket premium. Immediate annuities
exchange capital for income, deferred
annuities roll up to a target date then
commence income.

Income may be for life or a given term.
Often there are guarantees protecting

policyholders. guaranteed minimum
withdrawal benefit plans (GMWB), for
example, guarantee an income floor but
permit the policyholder to invest in seg-
regated funds.

This caused stress on life insurer
balance sheets during the financial crisis
as asset values slumped, requiring
further regulatory capital to support
these products.

Annuities may be “registered”, in
which case they are suitable for invest-
ment in RRSPs, registered retirement
income funds (RRIFs) or deferred profit
sharing plans (DPSPs). They may also be
“unregistered” and set up as free-
standing investments outside a tax-
advantaged savings wrapper.

Healthcare
Canada provides a publicly-funded
healthcare system free at the point of use.

The principles guiding the healthcare
system are contained in the Canada
Health Act and national coverage is
devolved to a provincial system of 13
Medicare insurance plans.

Private sector health and accident
insurance, known as accident and sick-
ness insurance, is written by both life and
non-life insurers. It is a growth market
and has expanded both in terms of pre-
mium income and market share, at the

expense of traditional protection busi-
ness. It provides ancillary benefits not
provided under Medicare, such as den-
tistry, optometry and prescription drugs.

Cover may also extend to long-term
disability and care, accidental death and
dismemberment, travel health, critical
illness, ambulance, travel health and stu-
dent and sports accident.

Health insurers are quick to expand
care in areas where Medicare withdraws
cover, with sales of travel healthcare
more than doubling in the decade to
2008, according to the CLHIA.

Long-term care cover is more than
80% provided under group plans and has
proved an increasingly popular benefit.
Membership under such plans more than
doubled between 2006 and 2008 from
125,590 to 338,700.

The majority of Canadians have some
form of private health insurance, pre-
dominantly through their employment.
Group health insurance accounted for
90% of total premium in 2008.

The life companies dominate this
business and accounted for 97% of pre-
mium in 2008. Health insurance as a
class accounted for 35% of total life mar-
ket premium, including administration
services only income.

Total PA and healthcare insured pre-
mium in the life market in 2009 was
C$18.4bn. In addition, income earned
from uninsured health insurance premi-
ums accounted for a further C$9.4bn, an
increase from C$8.9bn in 2008. Larger
employers tend to prefer these self-in-
sured plans for reasons of cost control.

A criticism of the Canadian healthcare
system is that those willing to pay pri-
vately for core medical care are unable to
doso.Theseareusually themostaffluent,
who contribute most to the funding of
the public system through taxes. Such
individuals often look to the US for
urgent private care to bypass possible
delays in treatment in Canada.

Ruling
A significant legislative ruling in June
2005 addressed the question of a citizen’s
right to obtain private healthcare.

In the case of Chaoulli v Quebec
(Attorney General), the Supreme Court
of Canada ruled in 2005 that prohibiting
residents from private healthcare serv-
ices when there was public healthcare for
the same item was contrary to both the
Canadian Charter of Rights and
Freedoms as well as the Charter of
Human Rights and Freedoms in Quebec.

The judgment made clear this was not
an encouragement of private insurance,
but rather a call to the provincial and fed-
eral government to remedy the circum-
stances that gave rise to the case and cut
long waiting lists.

“Access to a waiting list is not access
to healthcare,” wrote Chief Justice Bev-
erly McLachin.

The province of Quebec subsequently
legislated Bill C-33 in 2006 as an Act to
amend the Act respecting Health Serv-
ices and Social Services and other Legis-
lative Provisions.

The legislationaims to improveaccess
to specialist medical services and reduce
waiting times in the public system. It
amends Quebec’s Hospital Insurance Act
and the Health Insurance Act to open the
door to the limited provision of private
medical services and private health
insurance in Quebec.

It also leaves open the possibility of

additional services being added in the
future by regulation. The legislation is
controversial, with opponents arguing it
will initiate a two-tier health system and
undermine Medicare.

Reinsurance
The Canada life and health reinsurance
market is strongandwell established,but
rather narrowly held.

Of the 10 reinsurance organisations
active in the individual market in 2009,
three foreign-owned names dominate.
Munich Re, RGA and Swiss Re accounted
for almost 94% of the assumed market
share in 2009.

The financial crisis further enhanced
their dominance, as direct insurers
sought the strongest possible counter-
parties for their reinsurance dealings.

Leading direct insurers, such as Axa
Equitable, Canada Life, Manulife, Pacific
Life and Sun Life, are also writers of indi-
vidual and/or group reinsurance busi-
ness. They have decreased this capital-
intensive activity significantly since
2007, as the financial crisis has increased
solvency pressures. Manulife, for exam-
ple, decreased its individual life assumed
reinsurance by 14% in 2008 and a further
75% in 2009.

The demutualisation of a number of
life insurers in the late 1990s and early
2000s saw a surge in reinsurance busi-
ness volumes as these companies sought
to boost capital and increase the return
from their portfolios through block
transfers to reinsurers. Significant block
business since has been occasional.

Aurigen Re is the newest market
entrant in the individual life reinsurance
market, having secured significant
financial backing and been approved in
August 2008. Top management comes
from former GE Insurance Solutions –
formerly Employers Re Corp – which had
put its Canadian business into run-off
and eventually sold it in 2005 to Swiss Re.

Aurigen got off to a good start in
2008, when it secured a C$19bn piece of
block- business.

A slow-growing mortality market has
seen some reinsurers look at the long-
evity market. One market source com-
mented the market is huge, but finding a
price is proving difficult. Some degree of
success has been achieved in this area in
other markets, notably the UK.

When reinsurance is required, rein-
surers are on hand to accept treaty and
facultative placements.

Other than the relatively recent
launch of Aurigen Re, Optimum Re is the
only other domestic Canadian reinsurer.

Scor Global Life Canada, which
boughtReviosRe in2006,had2.6%of the
assumed individual market in 2009.

Premium statistics in Canada are
quoted as net premiums, meaning direct
premiums, less reinsurance ceded, plus
reassurance accepted.

Distributionchannels
The traditional Canadian distribution
model for individual life products cen-
tred on career agents.

This has been superseded by inde-
pendent agents and brokers placing
business through managing agents
(“broker consolidators”), with commod-
ity products being sold by direct mail and
via the internet.

Managing general agents (MGAs),
together with corporate advisors,
accounted for 48% of distribution in

Canadahasamature,well-regulatedmarket that survived the2008 financial crisis better thanmost, althoughsome Canadian
life companies’ balancesheetscameunderpressure in2008andearly2009 fromfallingassetpricesandcuts in interest rates

2009, according to data from Munich Re.
They serve as go-betweens between
direct insurers and independent inter-
mediaries.

By attracting brokers and agents, they
negotiate improved commission terms

with a wide range of insurers. They also
provide administrative, technical and
compliance support, advanced technol-
ogy and training to intermediaries, while
intermediaries retain client ownership
and are paid direct by the insurer. MGAs

are not recognised within the present
regulatory regime and have no capital
requirements imposedonthem.Theyare
paid by insurers and related providers on
a commission override basis for business
placed through them.

Hub Financial is the largest Canadian
MGA, with offices in eight cities and
access for its 3,000 active advisers to
more than 80 product suppliers across a
range of insurers.

Corporate advisers focus on the group
market and dominate the employee ben-
efits market. Individual business tends to
be incidental to this core activity.

Career agents accounted for 29% of
distribution in 2009. While Canada has
traditionallybeenacareeragencymarket
for individual life products, they have
declined in number and lost ground to
the MGAs. Fewer life offices run proprie-
tary sales forces and have instead focused
their attention on more economically
efficient distribution through the inde-
pendent intermediary market.

National accounts had a 13% market
share in 2009 and independent agents,
personal producing general agents
(PPGAs) – effectively multi-tied agents –
accountedforafurther10%ofthemarket.

Bancassurance
As mentioned earlier, the Canadian mar-
ket remains resistant to the concept of
bancassurance. While its leading banks
run life insurance divisions and continue
to push for permission to sell life insur-
ance products within their banking oper-
ations, they have not yet been successful.

The Canadian rejection of the bancas-
surance distribution model runs counter
to many other insurance markets. It is
based on the official view its admission
would put existing market participants at
a competitive disadvantage.

Also, under the Insurance Business
(Banks and Bank Holding Compa-
nies)Regulations under the Bank Act,
banks cannot merge their insurance with
their banking operations to provide a
broader financial services proposition
to customers.

Canadian brokers, too, are reported to
beassertive in theiropposition tobancas-
surance. Occasionally, banks have set up
their insurance operations next door to
their bank branches, but the businesses
must be independent of one another and
banks themselves are not allowed to offer
customers any recommendations.

The ban is strictly enforced. In 2010,
finance minister, Jim Flaherty, forced
banks promoting insurance sales via
their websites to take down the content.

So, direct marketing – particularly
online – while present in the market, has
had no impact on the structure of market
distribution. No official annual distribu-
tion statistics by channel are published.

The CLHIA is pushing for the modern-
isation of provincial insurance acts,
which were last updated in 1962. Alberta
and British Columbia are updating their
legislation in 2011 and it is hoped other
provinces will follow.

While new legislation is due to bring
greaterdisclosurerequirements forretail
customers, the present non-disclosure
commission regime is likely to remain
unchanged for individualbusiness.

A number of credit unions sell insur-
ance. The most prominent life insurer is
Caisse Populaire Desjardins Financial,
based in Quebec, whose agents sell both
life and non-life insurance within their
branches. Insurance representatives are
allowed to sell insurance in credit unions
but have no access to the files of credit
union customers.

Intermediaries are also strongly
opposed to the concept of bancassurance
being permitted in the market. The Inde-

pendent Financial Brokers of Canada
(IFBC) have argued the provincial insur-
ance acts forbid persons in positions of
discretionary authority from selling
life insurance.

Banks have prior knowledge of their
customers’ finances that would run
counter to this precaution and allow
potentially coercive and unfair practice.

Existing bank insurance operations
presently account for small market
shares and have a reputation for offering
a restricted range of “vanilla” products.
RBC Life probably has the most signifi-
cant operation in the life market and is a
leading provider of disability benefits,
following its purchase of the Unum
Insurance Company operation in Can-
ada. Policies sold are life, health and
investment-linked where an adviser is
suitable licensed.

The independentagent
The one-time backbone of life insurance
distribution in Canada, the career agent,
is in decline.

Leading insurers have been cutting or
disbanding their direct sales operations
in favour of cheaper and more profitable
distribution methods. The most signifi-
cant market participants retaining sales
forces are London Life, part of the Great-
West group, and Clarica Life, which,
while bought by Sun Life, has retained its
brand. Products sold are individual and
group products offered by the company
and its affiliates to which they are tied are
life, health and investment-linked (uni-
versal life, segregated funds) where
advisers are suitably licensed.

The traditional career agent, tied to a
single life company as a salaried
employee, is in decline. In its place has
come the independent agent. The level of
independence within this category, how-
ever, can refer more to adviser employ-
ment status than freedom of choice in
product recommendation.

One-time career agents are now more
likely to operate as self-employed opera-
tives affiliated to an insurer, with access
to multi-ties to complete a product range
offering. Some may act as master agents,
managing other agents in their area.

Sun Life’s adviser programme, for
example, offers affiliated agents a range
of marketing, training and administra-
tive support together with financial and
related incentives, but advisers are self-
employed and work out of their own
office. In addition to the Sun Life product
range, affiliated advisers can sell Great-
West and RBC’s disability insurance,
plus access tie-ups for investment and
mortgage-related business.

Life insurer Desjardins Financial
Security has sought to expand its pres-
ence in the independent adviser market
beyond its home province of Quebec via a
franchise strategy.

Desjardins Financial Security Inde-
pendent Network is a subsidiary distribu-
tion business, where independent plan-
ners are associates who enjoy network
benefits but are not restricted to a single
product line or insurer when making
recommendationstoclients.

Other agents will be more genuinely
independent of ties with a single insurer
in offering a greater range of product
choice to their clients.

Independent agents control over 50%
of the Canadian market, according to Life
Insurance Market Research Association
(LIMRA), up from 34% in 1993. This
compares with a drop in career agents
over the same period from 60% to
approximately 10%.

While independent agents can admin-
ister their businesses wholly independ-
ently, many choose to access the services
provided by a managed general agent.

As an example, Sun Life’s product
range would include both individual and
group protection products (such as life,
health, dental and disability) and invest-
ments(suchaspension,savings,annuities,
mutual and segregated funds). In 2008,
therewere78,000independentagents.

Insurancebrokers
In relation to life insurance, the term
“agent”and“broker”areoftenused inter-
changeably.

Genuinely independent agents may
present themselves as insurance agents,
insurance brokers or independent finan-
cial advisers and will offer clients a wide
range of protection and savings products
from across the market.

Insurancebrokersper semaybeactive
in life, non-life or both.

Where the distinction is important, is
brokers have a duty to work on behalf of
their clients and not the insurer.

Also, brokers are usually paid on com-
mission, but may also work on a fee basis.
They tend to focus on corporate business
and are not particularly active in the indi-
vidual market: their employee benefits
departments may provide employee ben-
efit advice on a fee basis.

With the average age of life brokers in
Canada estimated by a managing partner
of a Toronto-based firm as being around
50, there is a need for the life broking sys-
tem to develop and implement pro-
grammes to attract, recruit, train and
develop new brokers into the profession.

The life market insurance brokers’
association is the Independent Financial
Brokers of Canada (IFBC).

All intermediaries must be registered
and licensed at the provincial level. In
Ontario, the largestprovincebyeconomy
and population, this is with FSCO.

In general, brokers require profes-
sional indemnity cover (errors and omis-
sions insurance) only, although re-
quirements for licensing at provincial
level may vary.

Otherdistributionchannels
Research by the CLHIA, conducted in
2008, found insurance premiums gener-
ated by “alternate distribution” totalled
C$5.8bn. Itdefinesalternateas thedistri-
bution of insurance products without the
traditional face-to face contact between
the consumer and the agent.

Within that total, almost half were
generated through in-branch lending
institutionssales, close toone-third from
call centre telesales and direct mail oper-
ations and only 6% through a mix of the
internet, mortgage brokers and in-store
point of sales channels.

Credit life products accounted for
three-quarters of total alternate distribu-
tions sales at C$4.2bn. Such products are
a natural fit for credit institutions and are
the only insurance products banks can
sell. As such, two-thirds of these sales
were completed as in-branch sales by
lending institutions.

A further initiative has seen the ware-
house club chain Costco offering life,
accident, income protection, health
and dental insurance, underwritten
by Manulife Financial.

This article is based onmaterial supplied
byAxcoInsuranceInformationServices
(www.axcoinfo.com). Axco is a leading
insurance market research organisation
and web publisher that provides market
reports and statistics on more than 160
countries. The field research teams
deliver regular updates on all aspects of
non-life (property/casualty) and life and
benefits markets including regulation
andcompliance,market conditions, haz-
ards, reinsurance, market backgrounds
andbusinessdirectories.

Table1: Top10 life, pensionandhealth insurers inCanada in2009 ranked
bypremiumrevenue ($m)
Company Premium income

Manufacturers Life InsuranceCompany (Manulife) 5,099.7

SunLifeAssuranceCompanyofCanada 4,660.1

LondonLife InsuranceCompany 2,295.2

Industrial Alliance Insurance 1,759.7

CanadaLife Financial Corporation 1,538.8

Desjardins Financial Security Life 1,026.6

Standard Life AssuranceCompanyofCanada 1,024.3

Great-West Life AssuranceCompany 995.2

MunichReinsuranceCompany 791.6

Empire Life InsuranceCompany 529.4

Source: AxcoGlobal Statistics basedondata fromRogersPublishing

Table2: Total insurancemarket size inCanada, 2009
Category Life Non-Life Personal accident and health Totalmarket

Premium inC$m 51,744.00 36,846.85 19,059.00 107,649.85

Premium in$m 45,266.38 32,234.15 16,673.08 94,173.61

%of totalmarket 48.07 34.23 17.70 100.00

Source: AxcoGlobal Statistics

Table3:Developmentofpremium income in the life, non-life andpersonal
accident andhealthmarkets inCanada, 2005 to2009 ($m)

2005 2006 2007 2008 2009

Life 33,725.0 38,126.8 45,340.3 46,528.6 45,266.4

Non-life 30,807.5 34,129.5 33,255.0 33,694.3 32,234.1

Personal accident andhealth 13,036.9 13,699.8 15,484.6 16,651.4 16,673.1

Source: AxcoGlobal Statistics basedondata from theCanadianLife andHealth InsuranceAssociation
andRogersPublishing

Table4:Market shareof themainclassesof life insuranceandhealth
business inCanada in2009 (%)
Business class Market share

Grouppension andannuity 27.5

Group risk 5.4

Individual pension andannuity 24.3

Individual life 16.5

Personal accident andhealthcare 26.3

Source:AxcoGlobalStatisticsbasedondata fromtheCanadianLifeandHealth InsuranceAssociation
Note:premiumtotals in this table include incomefromAdministrationServicesOnly healthplans

Table5:Annual growth ratesof long-term insurance (includingpersonal
accident andhealthcarewrittenby long-termcompanies) inCanada in
local currencycomparedwith thenominalGDPgrowthand inflation rates
over the five years to2009 (%)
Category 2005 2006 2007 2008 2009

Premiumgrowth 9.81 4.27 11.13 3.11 5.17

Nominal GDPgrowth 6.09 5.16 6.4 4.64 (4.67)

Inflation rate 2.21 2.00 2.14 2.37 0.30

Source: AxcoGlobal Statistics

Table5:Aggregatemarket share inpercentagesof the top fiveand10 life
insurancecompaniesinCanadaoverthefiveyearsto2009 (%)
Category 2005 2006 2007 2008 2009

Top five companies 68.9 62.0 65.8 78.4 68.0

Top10 companies 86.5 83.4 82.4 92.6 87.2

Source: AxcoGlobal Statistics basedondata fromRogersPublishing
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Canada life insurance and benefits market
THE TREND among companies in the
Canadian insurance market has been
one of consolidation, spurred by a 1999
amendment to the 1991 Insurance Com-
panies Act, to allow insurers to demutu-
alise. The total number of life companies
active in the Canadian market fell from
129 in 1998 to 96 in 2009, of which 64
were Canadian companies – either feder-
ally or provincially regulated – and 32
were foreign branches.

Indeed, three large financial services
groups have come to dominate the
domestic life market: Great-West Life
Assurance, Manulife and Sun Life of Can-
ada. In addition, they have considerable
international businesses, with opera-
tions in the US, Europe and Asia.

Thesethreegroupsaccounted for two-
thirds of individual life premium and
47% of group life premium in 2009. In
the annuity market, they accounted for
60% of individual premium and 53% of
the group market.

So complete is their domination, one
commentator remarked: “It’s a long way
down to number four.” It remains a com-
petitive market, however, and smaller
players secure provincial or specialist
product niches supported by high service
standards and tight cost control.

Life insurance
Foreign influence in the Canadian mar-
ket has been steadily diminishing.
Foreign-owned insurance companies
acc- ounted for 13% of market premium
in 2008, down from 25% a decade earlier.
In 2009 alone, four of the 36 foreign
branches in Canada ceased operations.

Reasons for leavingtheCanadianmar-
ket include a low premium growth,
increased competition and the domi-
nance of the big three groups driving
down profitability.

UK-based Standard Life has a signifi-
cant presence in the market, however,
mounting a strong challenge to the lead-
ingplayers in2009witha39%increase in
written premium. Guaranteed interest
products played a major part, with sales
increasing by 228%.

Bancassurance is outlawed under the
termsoftheInsuranceBusiness(Banksand
Bank Holding Companies) Regulations,
issued to implement the Bank Act, because
it is considered to be unfair competition.
However, leading Canadian banks such as
Royal Bank of Canada (RBC), Scotiabank
and the Bank of Montreal (BMO) also oper-
ateseparatelifeinsurancebusinesses.

Given the dominance of the big three
life market players, further competition
from these large banking institutions
may prove desirable at some point in the
future. Banks have been lobbying for a
softening stance on bancassurance and
market sources suggest it may well be in
the future, although hopes of any change
resulting fromthenextbankingreviewin
2011 are not high.

With such a mature, well-regulated
market, Canada was robust enough to
shrug off the 2008 financial crisis and
subsequent recession better than many
comparable developed life markets, not
least the US. It was ranked the world’s
11th-largest life market in 2009.

Written premium continued to
show modest grow in 2008 and 2009, of
0.4% and 1.9% respectively. Total life
market premium, excluding personal
accident (PA) and health, in 2009 was
C$51.7bn ($45.3bn).

Life company balance sheets came

under pressure in 2008 and early 2009
from falling asset prices and cuts in inter-
est rates, but there were no company fail-
ures. Manulife, however, with substantial
international and guaranteed business –
especially in the US under the John
Hancock brand – was forced into a public
capitalraisingandexceptionalreinsurance
operations in its efforts to address short-
term liquidity requirements.

Growing personal wealth and the age-
ing demographic profile has influenced
the strategy of life companies towards
more investment-oriented products.

Annuities are the most significant
product class and accounted for more
than half of the total market premium
(including PA and health) in 2009.

For more than a decade, the market
shares of annuity and health business
have expanded at the expense of life busi-
ness, which accounted for more than
30% of the total in 1996.

Individual life products accounted for
about40%of the total life insurancemar-
ket premium in 2008.

While lapse rates were higher, three-
quarters of individual premium income
was renewal premium. Insurers encour-
aged persistence with concessions such
as “premium skip” and permitting the
payment of life cover cost only.

Life products offered in the Canadian
market include a range of term insur-
ances and permanent life insurance,
including whole life and universal life.
Other protection products include criti-
cal illness and long-term care insurance.

Pensions
In addition to state pension benefits, the
Canadian pension market offers consid-
erable opportunity for further provision
under both defined benefit (DB) and
defined contribution (DC) plans.

At the beginning of 2008, the Cana-
dian Life and Health Insurance Associa-
tion (CLHIA) recorded 19,185 DB plans
with just over six million members and
C$1.2trn in assets. Insurers focus on
DC-structured smaller group and indi-
vidual plans. The smaller group market
accounted for half of all plans with assets
of C$45.7bn.

Individual pension and annuity pre-
miums totalled C$17.1bn in 2009, up
1.7% over 2008, while group pension and
annuity premiums totalled C$19.3bn, an
increase of 7.6% over 2008.

The principal DC personal pension
plan is the registered retirement savings
plan(RRSP),whichcanbeset-up individ-
ually or on a group basis. Total RRSP
assets at year-end 2008 were C$318bn,
plus a further C$124bn in self-directed
RRSP assets.

Insurers accounted for only 22.5% of
the insured provider market in 2008,
after investment (mutual) funds with
42.6% and chartered banks and trust
companies with 23.9%; the rest were
credit unions (10.9%) and the Canada
retirement savings plan (0.1%).

An established strategy of life insurers
hasbeentoposition themselvesaswealth
managers in order to capitalise on relia-
ble trends of growing personal wealth
and an ageing workforce led by the baby
boom generation.

Pensions, often referred to generically
as annuities in Canada, have been central
to this repositioning and accounted for
more than half of total market premium
income in 2009 including PA and health,
split fairly evenly between individual and

group business, according to data from
the CLHIA. Insurers are experienced in
setting up and administering pension
plans and have also sought to attract
assets under management.

As a result, segregated funds have
developed since they were first permitted
in 1961 and have become popular with
policyholders. They offer increased
choice and the potential for excess return
over the lower risk general funds tradi-
tionally offered by insurers, where
participation rates have been falling in
recent years along with interest rates.

Segregated funds
Two-thirdsof insurerpensionassetswere
segregated funds in 2008, according to
the CLHIA. Segregated funds are similar
to mutual funds because they offer diver-
sified risk in a range of assets, typically
equities, bonds and cash. However, they
are an individual variable insurance con-
tract offering certain financial protec-
tion, mostly by offering guaranteed
returns at death or maturity, usually at
least 75% of premiums paid. They also
have certain tax advantages over mutual
funds such as loss relief. Segregated
funds can be registered or unregistered.

Segregated funds are employed for a
wide range of pension plans and variable
annuity contracts for individual policy-
holders. Up to 1998, equities were the
largest asset class, but they have since
been surpassed by mutual funds. The
risk-based nature of segregated funds
means their popularity is closely linked
to the fortunes of financial markets.

Whileall typesofpensionplanaregen-
erally referred to as “annuities”, the mar-
ket also offers a broad range of
conventional annuity products. These
are broadly divided between immediate
and deferred (accumulation) annuities,
the latter accounting for the bulk of mar-
ket premium. Immediate annuities
exchange capital for income, deferred
annuities roll up to a target date then
commence income.

Income may be for life or a given term.
Often there are guarantees protecting

policyholders. guaranteed minimum
withdrawal benefit plans (GMWB), for
example, guarantee an income floor but
permit the policyholder to invest in seg-
regated funds.

This caused stress on life insurer
balance sheets during the financial crisis
as asset values slumped, requiring
further regulatory capital to support
these products.

Annuities may be “registered”, in
which case they are suitable for invest-
ment in RRSPs, registered retirement
income funds (RRIFs) or deferred profit
sharing plans (DPSPs). They may also be
“unregistered” and set up as free-
standing investments outside a tax-
advantaged savings wrapper.

Healthcare
Canada provides a publicly-funded
healthcare system free at the point of use.

The principles guiding the healthcare
system are contained in the Canada
Health Act and national coverage is
devolved to a provincial system of 13
Medicare insurance plans.

Private sector health and accident
insurance, known as accident and sick-
ness insurance, is written by both life and
non-life insurers. It is a growth market
and has expanded both in terms of pre-
mium income and market share, at the

expense of traditional protection busi-
ness. It provides ancillary benefits not
provided under Medicare, such as den-
tistry, optometry and prescription drugs.

Cover may also extend to long-term
disability and care, accidental death and
dismemberment, travel health, critical
illness, ambulance, travel health and stu-
dent and sports accident.

Health insurers are quick to expand
care in areas where Medicare withdraws
cover, with sales of travel healthcare
more than doubling in the decade to
2008, according to the CLHIA.

Long-term care cover is more than
80% provided under group plans and has
proved an increasingly popular benefit.
Membership under such plans more than
doubled between 2006 and 2008 from
125,590 to 338,700.

The majority of Canadians have some
form of private health insurance, pre-
dominantly through their employment.
Group health insurance accounted for
90% of total premium in 2008.

The life companies dominate this
business and accounted for 97% of pre-
mium in 2008. Health insurance as a
class accounted for 35% of total life mar-
ket premium, including administration
services only income.

Total PA and healthcare insured pre-
mium in the life market in 2009 was
C$18.4bn. In addition, income earned
from uninsured health insurance premi-
ums accounted for a further C$9.4bn, an
increase from C$8.9bn in 2008. Larger
employers tend to prefer these self-in-
sured plans for reasons of cost control.

A criticism of the Canadian healthcare
system is that those willing to pay pri-
vately for core medical care are unable to
doso.Theseareusually themostaffluent,
who contribute most to the funding of
the public system through taxes. Such
individuals often look to the US for
urgent private care to bypass possible
delays in treatment in Canada.

Ruling
A significant legislative ruling in June
2005 addressed the question of a citizen’s
right to obtain private healthcare.

In the case of Chaoulli v Quebec
(Attorney General), the Supreme Court
of Canada ruled in 2005 that prohibiting
residents from private healthcare serv-
ices when there was public healthcare for
the same item was contrary to both the
Canadian Charter of Rights and
Freedoms as well as the Charter of
Human Rights and Freedoms in Quebec.

The judgment made clear this was not
an encouragement of private insurance,
but rather a call to the provincial and fed-
eral government to remedy the circum-
stances that gave rise to the case and cut
long waiting lists.

“Access to a waiting list is not access
to healthcare,” wrote Chief Justice Bev-
erly McLachin.

The province of Quebec subsequently
legislated Bill C-33 in 2006 as an Act to
amend the Act respecting Health Serv-
ices and Social Services and other Legis-
lative Provisions.

The legislationaims to improveaccess
to specialist medical services and reduce
waiting times in the public system. It
amends Quebec’s Hospital Insurance Act
and the Health Insurance Act to open the
door to the limited provision of private
medical services and private health
insurance in Quebec.

It also leaves open the possibility of

additional services being added in the
future by regulation. The legislation is
controversial, with opponents arguing it
will initiate a two-tier health system and
undermine Medicare.

Reinsurance
The Canada life and health reinsurance
market is strongandwell established,but
rather narrowly held.

Of the 10 reinsurance organisations
active in the individual market in 2009,
three foreign-owned names dominate.
Munich Re, RGA and Swiss Re accounted
for almost 94% of the assumed market
share in 2009.

The financial crisis further enhanced
their dominance, as direct insurers
sought the strongest possible counter-
parties for their reinsurance dealings.

Leading direct insurers, such as Axa
Equitable, Canada Life, Manulife, Pacific
Life and Sun Life, are also writers of indi-
vidual and/or group reinsurance busi-
ness. They have decreased this capital-
intensive activity significantly since
2007, as the financial crisis has increased
solvency pressures. Manulife, for exam-
ple, decreased its individual life assumed
reinsurance by 14% in 2008 and a further
75% in 2009.

The demutualisation of a number of
life insurers in the late 1990s and early
2000s saw a surge in reinsurance busi-
ness volumes as these companies sought
to boost capital and increase the return
from their portfolios through block
transfers to reinsurers. Significant block
business since has been occasional.

Aurigen Re is the newest market
entrant in the individual life reinsurance
market, having secured significant
financial backing and been approved in
August 2008. Top management comes
from former GE Insurance Solutions –
formerly Employers Re Corp – which had
put its Canadian business into run-off
and eventually sold it in 2005 to Swiss Re.

Aurigen got off to a good start in
2008, when it secured a C$19bn piece of
block- business.

A slow-growing mortality market has
seen some reinsurers look at the long-
evity market. One market source com-
mented the market is huge, but finding a
price is proving difficult. Some degree of
success has been achieved in this area in
other markets, notably the UK.

When reinsurance is required, rein-
surers are on hand to accept treaty and
facultative placements.

Other than the relatively recent
launch of Aurigen Re, Optimum Re is the
only other domestic Canadian reinsurer.

Scor Global Life Canada, which
boughtReviosRe in2006,had2.6%of the
assumed individual market in 2009.

Premium statistics in Canada are
quoted as net premiums, meaning direct
premiums, less reinsurance ceded, plus
reassurance accepted.

Distributionchannels
The traditional Canadian distribution
model for individual life products cen-
tred on career agents.

This has been superseded by inde-
pendent agents and brokers placing
business through managing agents
(“broker consolidators”), with commod-
ity products being sold by direct mail and
via the internet.

Managing general agents (MGAs),
together with corporate advisors,
accounted for 48% of distribution in

Canadahasamature,well-regulatedmarket that survived the2008 financial crisis better thanmost, althoughsome Canadian
life companies’ balancesheetscameunderpressure in2008andearly2009 fromfallingassetpricesandcuts in interest rates

2009, according to data from Munich Re.
They serve as go-betweens between
direct insurers and independent inter-
mediaries.

By attracting brokers and agents, they
negotiate improved commission terms

with a wide range of insurers. They also
provide administrative, technical and
compliance support, advanced technol-
ogy and training to intermediaries, while
intermediaries retain client ownership
and are paid direct by the insurer. MGAs

are not recognised within the present
regulatory regime and have no capital
requirements imposedonthem.Theyare
paid by insurers and related providers on
a commission override basis for business
placed through them.

Hub Financial is the largest Canadian
MGA, with offices in eight cities and
access for its 3,000 active advisers to
more than 80 product suppliers across a
range of insurers.

Corporate advisers focus on the group
market and dominate the employee ben-
efits market. Individual business tends to
be incidental to this core activity.

Career agents accounted for 29% of
distribution in 2009. While Canada has
traditionallybeenacareeragencymarket
for individual life products, they have
declined in number and lost ground to
the MGAs. Fewer life offices run proprie-
tary sales forces and have instead focused
their attention on more economically
efficient distribution through the inde-
pendent intermediary market.

National accounts had a 13% market
share in 2009 and independent agents,
personal producing general agents
(PPGAs) – effectively multi-tied agents –
accountedforafurther10%ofthemarket.

Bancassurance
As mentioned earlier, the Canadian mar-
ket remains resistant to the concept of
bancassurance. While its leading banks
run life insurance divisions and continue
to push for permission to sell life insur-
ance products within their banking oper-
ations, they have not yet been successful.

The Canadian rejection of the bancas-
surance distribution model runs counter
to many other insurance markets. It is
based on the official view its admission
would put existing market participants at
a competitive disadvantage.

Also, under the Insurance Business
(Banks and Bank Holding Compa-
nies)Regulations under the Bank Act,
banks cannot merge their insurance with
their banking operations to provide a
broader financial services proposition
to customers.

Canadian brokers, too, are reported to
beassertive in theiropposition tobancas-
surance. Occasionally, banks have set up
their insurance operations next door to
their bank branches, but the businesses
must be independent of one another and
banks themselves are not allowed to offer
customers any recommendations.

The ban is strictly enforced. In 2010,
finance minister, Jim Flaherty, forced
banks promoting insurance sales via
their websites to take down the content.

So, direct marketing – particularly
online – while present in the market, has
had no impact on the structure of market
distribution. No official annual distribu-
tion statistics by channel are published.

The CLHIA is pushing for the modern-
isation of provincial insurance acts,
which were last updated in 1962. Alberta
and British Columbia are updating their
legislation in 2011 and it is hoped other
provinces will follow.

While new legislation is due to bring
greaterdisclosurerequirements forretail
customers, the present non-disclosure
commission regime is likely to remain
unchanged for individualbusiness.

A number of credit unions sell insur-
ance. The most prominent life insurer is
Caisse Populaire Desjardins Financial,
based in Quebec, whose agents sell both
life and non-life insurance within their
branches. Insurance representatives are
allowed to sell insurance in credit unions
but have no access to the files of credit
union customers.

Intermediaries are also strongly
opposed to the concept of bancassurance
being permitted in the market. The Inde-

pendent Financial Brokers of Canada
(IFBC) have argued the provincial insur-
ance acts forbid persons in positions of
discretionary authority from selling
life insurance.

Banks have prior knowledge of their
customers’ finances that would run
counter to this precaution and allow
potentially coercive and unfair practice.

Existing bank insurance operations
presently account for small market
shares and have a reputation for offering
a restricted range of “vanilla” products.
RBC Life probably has the most signifi-
cant operation in the life market and is a
leading provider of disability benefits,
following its purchase of the Unum
Insurance Company operation in Can-
ada. Policies sold are life, health and
investment-linked where an adviser is
suitable licensed.

The independentagent
The one-time backbone of life insurance
distribution in Canada, the career agent,
is in decline.

Leading insurers have been cutting or
disbanding their direct sales operations
in favour of cheaper and more profitable
distribution methods. The most signifi-
cant market participants retaining sales
forces are London Life, part of the Great-
West group, and Clarica Life, which,
while bought by Sun Life, has retained its
brand. Products sold are individual and
group products offered by the company
and its affiliates to which they are tied are
life, health and investment-linked (uni-
versal life, segregated funds) where
advisers are suitably licensed.

The traditional career agent, tied to a
single life company as a salaried
employee, is in decline. In its place has
come the independent agent. The level of
independence within this category, how-
ever, can refer more to adviser employ-
ment status than freedom of choice in
product recommendation.

One-time career agents are now more
likely to operate as self-employed opera-
tives affiliated to an insurer, with access
to multi-ties to complete a product range
offering. Some may act as master agents,
managing other agents in their area.

Sun Life’s adviser programme, for
example, offers affiliated agents a range
of marketing, training and administra-
tive support together with financial and
related incentives, but advisers are self-
employed and work out of their own
office. In addition to the Sun Life product
range, affiliated advisers can sell Great-
West and RBC’s disability insurance,
plus access tie-ups for investment and
mortgage-related business.

Life insurer Desjardins Financial
Security has sought to expand its pres-
ence in the independent adviser market
beyond its home province of Quebec via a
franchise strategy.

Desjardins Financial Security Inde-
pendent Network is a subsidiary distribu-
tion business, where independent plan-
ners are associates who enjoy network
benefits but are not restricted to a single
product line or insurer when making
recommendationstoclients.

Other agents will be more genuinely
independent of ties with a single insurer
in offering a greater range of product
choice to their clients.

Independent agents control over 50%
of the Canadian market, according to Life
Insurance Market Research Association
(LIMRA), up from 34% in 1993. This
compares with a drop in career agents
over the same period from 60% to
approximately 10%.

While independent agents can admin-
ister their businesses wholly independ-
ently, many choose to access the services
provided by a managed general agent.

As an example, Sun Life’s product
range would include both individual and
group protection products (such as life,
health, dental and disability) and invest-
ments(suchaspension,savings,annuities,
mutual and segregated funds). In 2008,
therewere78,000independentagents.

Insurancebrokers
In relation to life insurance, the term
“agent”and“broker”areoftenused inter-
changeably.

Genuinely independent agents may
present themselves as insurance agents,
insurance brokers or independent finan-
cial advisers and will offer clients a wide
range of protection and savings products
from across the market.

Insurancebrokersper semaybeactive
in life, non-life or both.

Where the distinction is important, is
brokers have a duty to work on behalf of
their clients and not the insurer.

Also, brokers are usually paid on com-
mission, but may also work on a fee basis.
They tend to focus on corporate business
and are not particularly active in the indi-
vidual market: their employee benefits
departments may provide employee ben-
efit advice on a fee basis.

With the average age of life brokers in
Canada estimated by a managing partner
of a Toronto-based firm as being around
50, there is a need for the life broking sys-
tem to develop and implement pro-
grammes to attract, recruit, train and
develop new brokers into the profession.

The life market insurance brokers’
association is the Independent Financial
Brokers of Canada (IFBC).

All intermediaries must be registered
and licensed at the provincial level. In
Ontario, the largestprovincebyeconomy
and population, this is with FSCO.

In general, brokers require profes-
sional indemnity cover (errors and omis-
sions insurance) only, although re-
quirements for licensing at provincial
level may vary.

Otherdistributionchannels
Research by the CLHIA, conducted in
2008, found insurance premiums gener-
ated by “alternate distribution” totalled
C$5.8bn. Itdefinesalternateas thedistri-
bution of insurance products without the
traditional face-to face contact between
the consumer and the agent.

Within that total, almost half were
generated through in-branch lending
institutionssales, close toone-third from
call centre telesales and direct mail oper-
ations and only 6% through a mix of the
internet, mortgage brokers and in-store
point of sales channels.

Credit life products accounted for
three-quarters of total alternate distribu-
tions sales at C$4.2bn. Such products are
a natural fit for credit institutions and are
the only insurance products banks can
sell. As such, two-thirds of these sales
were completed as in-branch sales by
lending institutions.

A further initiative has seen the ware-
house club chain Costco offering life,
accident, income protection, health
and dental insurance, underwritten
by Manulife Financial.

This article is based onmaterial supplied
byAxcoInsuranceInformationServices
(www.axcoinfo.com). Axco is a leading
insurance market research organisation
and web publisher that provides market
reports and statistics on more than 160
countries. The field research teams
deliver regular updates on all aspects of
non-life (property/casualty) and life and
benefits markets including regulation
andcompliance,market conditions, haz-
ards, reinsurance, market backgrounds
andbusinessdirectories.

Table1: Top10 life, pensionandhealth insurers inCanada in2009 ranked
bypremiumrevenue ($m)
Company Premium income

Manufacturers Life InsuranceCompany (Manulife) 5,099.7

SunLifeAssuranceCompanyofCanada 4,660.1

LondonLife InsuranceCompany 2,295.2

Industrial Alliance Insurance 1,759.7

CanadaLife Financial Corporation 1,538.8

Desjardins Financial Security Life 1,026.6

Standard Life AssuranceCompanyofCanada 1,024.3

Great-West Life AssuranceCompany 995.2

MunichReinsuranceCompany 791.6

Empire Life InsuranceCompany 529.4

Source: AxcoGlobal Statistics basedondata fromRogersPublishing

Table2: Total insurancemarket size inCanada, 2009
Category Life Non-Life Personal accident and health Totalmarket

Premium inC$m 51,744.00 36,846.85 19,059.00 107,649.85

Premium in$m 45,266.38 32,234.15 16,673.08 94,173.61

%of totalmarket 48.07 34.23 17.70 100.00

Source: AxcoGlobal Statistics

Table3:Developmentofpremium income in the life, non-life andpersonal
accident andhealthmarkets inCanada, 2005 to2009 ($m)

2005 2006 2007 2008 2009

Life 33,725.0 38,126.8 45,340.3 46,528.6 45,266.4

Non-life 30,807.5 34,129.5 33,255.0 33,694.3 32,234.1

Personal accident andhealth 13,036.9 13,699.8 15,484.6 16,651.4 16,673.1

Source: AxcoGlobal Statistics basedondata from theCanadianLife andHealth InsuranceAssociation
andRogersPublishing

Table4:Market shareof themainclassesof life insuranceandhealth
business inCanada in2009 (%)
Business class Market share

Grouppension andannuity 27.5

Group risk 5.4

Individual pension andannuity 24.3

Individual life 16.5

Personal accident andhealthcare 26.3

Source:AxcoGlobalStatisticsbasedondata fromtheCanadianLifeandHealth InsuranceAssociation
Note:premiumtotals in this table include incomefromAdministrationServicesOnly healthplans

Table5:Annual growth ratesof long-term insurance (includingpersonal
accident andhealthcarewrittenby long-termcompanies) inCanada in
local currencycomparedwith thenominalGDPgrowthand inflation rates
over the five years to2009 (%)
Category 2005 2006 2007 2008 2009

Premiumgrowth 9.81 4.27 11.13 3.11 5.17

Nominal GDPgrowth 6.09 5.16 6.4 4.64 (4.67)

Inflation rate 2.21 2.00 2.14 2.37 0.30

Source: AxcoGlobal Statistics

Table5:Aggregatemarket share inpercentagesof the top fiveand10 life
insurancecompaniesinCanadaoverthefiveyearsto2009 (%)
Category 2005 2006 2007 2008 2009

Top five companies 68.9 62.0 65.8 78.4 68.0

Top10 companies 86.5 83.4 82.4 92.6 87.2

Source: AxcoGlobal Statistics basedondata fromRogersPublishing
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Nippon Life will invest about $680m in
the Indian company, valuing the whole
business at $2.6bn. Nippon Life is the
largest life assurer in Japan and the sixth-
largest life company in the world.

Reliance Life Insurance started opera-
tions in 2005 and has 22 million private
customers in India. It managed assets of
over $3.7bn at December 31.

OmegaInsuranceHoldingsconfirmed
ithadreceivedapproachesthatmayleadto
anoffer for thecompany.Omegadisclosed
in January it had received an unsolicited
offer fromCanopius, made up of cash and
unquotedshareconsideration.

QBE has closed the acquisition of
RenaissanceRe’sUS admitted insurance
business, including a US crop and small
specialist programme insurance opera-
tion. The purchase price was about
$275m and QBE said it expected the
acquired business would generate gross
premiums of $375m this year and deliver
net profit of more than $30m.

RenRe said it would continue to par-
ticipate in the US insurance market on a
non-admitted basis through its Lloyd’s
syndicate, number 1458.

Tawa, a run-off specialist, has com-
pleted the acquisition of 100% of Oslo
Reinsurance Co (UK), previously ulti-
mately owned by Norwegian insurance
groupStorebrand. Oslo Re (UK) has been
in run-off since 1994.

Separately, Tawa has set up QX Rein-
surance Co as a Bermudian special pur-
pose insurer to provide reinsurance for a
book of lead paint-exposed business. The
account was written by Pennsylvania
National Mutual Casualty, mostly
between 1991 and 1997, and protected
properties around Baltimore. The maxi-
mum reinsurance liability arising from
the reinsurance contract of $100m has
been collateralised by a trust fund in QX
Re that has been financed by the reinsur-
ance premium received and an equity
injection from Tawa of $90m.

TowerHill InsuranceGrouphas com-
pleted the purchase ofRoyalPalmInsur-
ance Co, a Floridian personal lines
insurer. Tower Hill said its domestic per-
sonal lines carriers closed 2010 with a
surplus of $123m, written premiums of
$567m and a policy count of 348,000.

UnitedFire&Casualtyhas completed
the acquisition of Mercer Insurance
Group for $191m. Mercer is a commer-
cial and personal lines provider active
mainly in New Jersey, Pennsylvania, Ari-
zona, California, Nevada and Oregon,
operating through four insurance com-
panies. The group recorded a net profit of
$14.7m from net premiums of $132.7m
last year. United Fire, based in Iowa, has
no non-life insurance agencies in the six
states that are Mercer’s main target mar-
kets. United Fire said the Mercer acquisi-
tion should contribute to net profit and
return on equity no later than 2012.

Zurichhas closed the sale toUnnimof
its 50% stakes in Spanish life and non-life
bancassurancecompaniesCaixaSabadell
Vida and CaixaSabadell Generals, jointly
owned with Unnim. The sale follows the
merger of Caixa Sabadell with Caixa
Terrassa and Caixa Manlleu to form
Caixa d’Estalvis Unió de Manlleu,
Sabadell iTerrassa last July.

Expansionsandnewunits
Ace USA has reorganised its medical lia-
bility business into two operating units,
Ace Medical Risk and Ace Life Sciences.
The group has appointed Caroline
Clouser as executive vice-president and
leader of Ace Medical Risk and Lee Far-
row, senior vice-president, as leader of
the new Ace Life Sciences unit. Both are
based in New York and report to Ross Ber-

tossi, president of Ace USA casualty lines.
Aegis London has moved into live-

stock underwriting with the appoint-
ment of Sophie Dunkerley, previously
with Markel International Service. The
new Aegis London unit will cover live-
stock risks ranging from farmed animals,
such as cattle and poultry, to exotic and
aquatic species.

Allianz and Spanish banking group
BancoPopularhavesetupa jointventure
company to strengthen their partnership
and to unite all existing joint operations
under a single entity. Both companies
will contribute their interests in the vari-
ous subsidiaries that currently distribute
through the network of Banco Popular
life insurance (Eurovida SA), pension
plans (Europensiones SA) and invest-
ment funds (Popular Gestíon). The new
platform, called Allianz Popular, will
manage assets of about €11bn, as at the
end of 2010. Distribution will be on an
exclusive basis for an initial term of 15
years. Allianz will own 60% of the joint
company and Banco Popular the balance.
The total value of the businesses con-
cerned is €1.06bn.

Allied World’s Lloyd’s syndicate
2232, operating through Capita Services
2232, has received authorisation to write
direct and facultative liability and profes-
sional lines business from Lloyd’s Asia in
Singapore, in addition to treaty products,
as previously announced. Ronak Shah,
vice-president for direct and facultative
casualty in Asia-Pacific, will be responsi-
ble for writing the two new lines of busi-
ness and will report to Bruce Ford,
principal officer of Capita 2232 Service,
writing on behalf of syndicate 2232.

Separately, Allied World is now offer-
ing environmental liability cover focus-
ing on risks throughout the Asia-Pacific
region. The initial product offerings
include contractors’ pollution liability
andpollution liability for scheduledsites.
Jota Shohtoku, vice-president and head
of general casualty for Asia-Pacific, will
lead the new line of business, as well as
managing the general liability portfolio
in the region.

Aspen US Insurance has set up a
surety insurance unit based in Connecti-
cut and headed by Michael Toppi, execu-
tive vice-president. Joining him are

Mathew Raino, vice-president of com-
mercial surety, and Ryan Field, assistant
vice-president, commercial surety.

Atrium has proposed a merger of syn-
dicates 570 and 609 under the leadership
of Richard Harries, active underwriter of
syndicate 609, for the 2012 underwriting
year. The move follows the decision of
Kevin Wilkins, underwriter of syndicate
570, to retire next year.

Beazleyhassetupateamtowrite fidel-
ity and crime insurance for the US mar-
ket, recruiting Bill Jennings from Axis to
head the unit. He is joined by Juliet
White, formerly with Chartis. Beazley
will provide limits of up to $25m for fidel-
ity bond cover for financial institutions
and commercial crime cover for non-
financial organisations.

Canopius has recruited Simon Low as
head of a new division, political risk and
crisis management, covering the new
lines of political risk, aviation war and
trade credit insurance, as well as the
group’s existing lines of sabotage and ter-
rorism, kidnap and ransom, and product
contamination. Low will also oversee
Canopius’s accident and health lines. He
was previously with Ark syndicate 4020.

CNA Europe has formed a dedicated
transportation and logistics industry
team, headed by director Steve O’Gor-
man. He was previously head of CNA
Europe’s French operation. CNA Europe
has also formed a combined operational
unit for France and Italy, headed by
Danilo Saitta. He will be responsible for
operations in Paris, Lyon and Milan,
heading a team of 42. The new regional
operation has been formed to reflect the
structure of CNA Europe’s businesses in
Scandinavia and the Benelux countries.

EulerHermeshas received regulatory
approval to set up a subsidiary in Turkey,
called Euler Hermes Sigorta. The new
company, based in Istanbul, will provide
trade receivable management services to
Turkish companies.

Separately, Euler Hermes has entered
into partnership with China Pacific
Insurance (CPIC) to offer dedicated risk
transfer for outstanding commercial
invoices of Chinese clients. Allianz, the
parent of Euler Hermes, has a 2.8% stake
in CPIC representing 10.4% of the Chi-
nese group’s shares listed in Hong Kong.

The partnership will see CPIC clients
receive commercial credit insurance in
case of the bankruptcy of their buyer or
non-payment of the invoice. Euler
Hermes has appointed Xi-zhen Wang as
chief executive of its Chinese subsidiary.

FoundationFinancialGroup, based in
Florida, has launched an insurance divi-
sion offering non-life and life cover.

Ironshore has increased the capacity
limits offered by its political risk insur-
ance unit to $25m gross for risks matur-
ing in up to five years’ time. Separately,
the group has launched a lead umbrella
policy for agriculture risks. And in
another development, IronshoreCanada
has set up a specialty casualty division to
write general liability, as well as umbrella
and excess liability programmes. Iron-
shore has appointed Stephen Stewart as
vice-president and head of the new divi-
sion. He was most recently commercial
underwritingmanager forLombardCan-
ada in Toronto.

Kilnhas set up a liability underwriting
capability, recruiting Chris Jones from
DAConstable syndicate386as leader. Ini-
tially Kiln will focus on writing primary
and excess business in the open market,
as well as developing its position in the
binding authority area. The liability unit
will write lines of up to $25m for general
liability risks based in all territories
except the US. Jones will sit in the prop-
erty and special lines division of Kiln syn-
dicate 510.

Liberty Mutual’s subsidiary, Liberty
Insurance, has received regulatory
approval to set up a branch in Guang-
dong province, based in Guangzhou.
Liberty said it would be the first foreign
non-life insurer to offer personal lines
cover and small-to-medium commercial
insurance in Guangdong. Liberty cur-
rently has Chinese operations in Chong-
qing, Beijing and Zhejiang. At the end of
last year, the group ranked fourth among
18 foreign non-life insurers operating in
the country.

Liberty Mutual Insurance Europe
(LMIE) is expanding its capability for
commercial lines mid-market business
and will extend its network of regional
offices in the UK and its suite of commer-
cial insurance products during the year.
The main focus for growth will be the UK

market, although the company also
writes commercial business through its
Dublin branch. The company will con-
tinue to provide a range of specialty prod-
ucts via its London market, continental
European and international operations
under the Liberty International Under-
writersbrand. LMIE has recruited a busi-
ness development team for UK business
under the leadership of Mark Stephen-
son, head of business development and
market relations.

Liberty Syndicates has extended its
operation in Brazil, moving to larger
premises in São Paulo. The business also
has an office in Rio de Janeiro. Liberty
Syndicates provides Brazilian brokers
with access to treaty and facultative rein-
surance products in property, specialty
and marine lines of business.

Lloyd’s has opened a Benelux office in
Rotterdam to manage the legal represen-
tation and business development of the
region. Lloyd’s combined premium
income from the three countries totalled
€331m in 2009. Ralph Van Helden is Ben-
elux regional manager for Lloyd’s.

Markel International España, the
Spanish operation of Markel Interna-
tional, has opened an office in Barcelona
toworkalongsideitsMadridoffice.Markel
International España focuses on general
liability, professional liability, directors’
and officers’ and professional lines busi-
ness. The group has appointed Carlos de
Puigasheadof theBarcelonaoffice.

QBE has formed an integrated risk
management service for its property,
casualty and motor division, headed by
Richard Thomas.

Tokio Millennium Re, the Tokio
Marine group’s international reinsurer
based in Bermuda, has received regula-
tory approval to set up a branch in Aus-
tralia. The branch is based in Sydney and
has been capitalised with $80m of assets
located in Australia. The new office will
write non-life treaty business from Aus-
tralia and New Zealand, with all risks
underwritten by Tokio Millennium Re in
Bermuda. The reinsurer also has offices
in London and Zurich.

XL’snon-life subsidiary in Shanghai is
now open for business, writing property,
liability, specialty and professional lines
cover. The group has appointed Zheqian
(Al) Xie as chairman and chief executive
of the subsidiary.

Othercorporatedevelopments
(namechanges, redomestications)

AIG has reorganised the operations of
non-life subsidiary Chartis. Under the
new structure, Chartis will consist of two
divisions, commercial and consumer,
with the supporting claims, actuarial and
underwriting disciplines integrated into
the two operations. Peter Hancock has
beenappointedchiefexecutiveofChartis,
with John Doyle running the commercial
operation and Jeffrey Hayman the con-
sumer business. Kristian Moor becomes
vice-chairman. On a regional basis, Char-
tis’s operations will be split into four cov-
ering North America, Europe, the Far
East and growth economies.

Allied World has received approval
from the regulatory authorities in Florida
to qualify as an eligible reinsurer, subject
toareducedcollateralrequirement.Allied
World will now be able to post 20% of loss
reserves on property catastrophe reinsur-
ance in the state rather than the 100%
requiredbymostnon-USreinsurers.

Scor is to set up an insurance risk and
finance research centre in Singapore in
partnershipwithNanyangTechnological
University. The centre aims to promote
applied insurance research in insurance
and related risks and to establish a plat-
form for research projects.

FundingNemo:Aegis London’snew
livestockunderwritingunitwill cover
risks ranging fromfarmedanimals,

suchascattle andpoultry, to exoticand
aquatic species, suchas this clownfish

Continued fromp3
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R&Q plans C and D shares issue
to return £2.4m to shareholders

Tawa acquires majority stake in Kingsway’s LGIC

LONDON-LISTED insurance
group Randall & Quilter
Investment Holdings (R&Q) is
planning to return more than
£2.4m ($3.9m) to shareholders
through the issue of C and
D shares.

In a stock market announce-
ment yesterday, it said the move
– which represents a return of

4.45 pence per ordinary share –
would be paid in place of a final
dividend for 2010, but it is in line
with its commitment to grow
total cash returns to share-
holders by at least 5% a year from
the base level of 7 pence per
share paid for the financial year
ended 2009.

Last August, R&Q unveiled a
similar plan to issue B shares
of 2.9 pence each, returning
around £1.6m to shareholders.

In a statement, the group said

it expected weak investment
markets to continue to impact
its results, but insisted its service
operations – which are unaf-
fected by investment returns –
would “enable R&Q] to maintain
its stated distribution policy”.

It claimed to be looking for-
ward to its full-year results “with
some confidence”, and added:
“The group remains optimistic
that the development of its new
underwriting management and
‘live’ services operations and

ability to find and execute value-
enhancing acquisitions will also
provide further opportunities
for growth in profitability.”

Today’s “return of value”
reflects R&Q’s strategy of achiev-
ing capital extractions from its
insurance investments by man-
aging down the liabilities of its
insurance company portfolio
and seeking regulatory approval
for the release of surplus capital.

Last year, it released $5m
from Goldstreet Insurance Com-

pany – a US insurer in run-off it
bought in 2009 – and in 2008 it
released £11m from Chevanstell,
which it had bought two years
earlier from Trygg Forsikring.

R&Q shareholders will be
invited to vote on the “return of
value” proposals at a general
meeting on April 27.

It directors, who represent
nearly 28.9 million shares, or
53.7% of the issued share capital,
have indicated they will vote in
favour of the proposal.

UK-BASED specialist insurer
Tawa has agreed to take majority
control of Pennsylvania-based
Lincoln General Insurance Com-
pany (LGIC) via the formation of
LGIC Holdings LLC.

The holding company will pay
$1 for a 51% stake in Walshire
General Assurance Co. The 49%
stakeholderwillbeToronto-based
Kingsway Financial Services.

LGIC, which wrote a wide-
ranging book of commercial and
personal lines business, has been
in run-off since May 2009. In
October of that year, Kingsway

attempted to divest itself of LGIC
by giving 5% stakes in Walshire
General shares to 20 separate
charities.ThePennsylvaniaInsur-
ance Department promptly chal-
lengedthis incourt.

In April 2010, a court ruled
Kingswayhadnotactuallybroken
any laws, but Judge Dan Pel-
legrini observed the attorney-

generalsofPennsylvaniaandNew
York might “investigate whether
Kingsway’suseofcharitableoper-
ations was improper or any fraud
occurred” (Insuranceday.com,
Apr 7, 2010). The Pennsylvania
insurance department appealed
the decision.

The new divestment solution
appears less controversial. The

‘acquirer’ is a US holding com-
pany and Kingsway is retaining a
significant minority stake.

Lincoln General signed a stra-
tegic co-operation agreement
with Tawa subsidiary PRO IS in
November (Insuranceday.com,
Nov 24, 2010).

Marvin Mohn, head of US oper-
ations for Tawa and PRO IS, said

the latest agreement was a “natu-
ral development” to the Novem-
ber 2010 agreement. “Working
closely with the Lincoln General
team in the management of this
challenging run-off will provide
Tawa and Pro with the opportu-
nity to develop further their joint
US management services line of
business,” Mohn said.

Site deaths
prompt call
for support

DEATHS on UK construction
sites rose 15% last year, prompt-
ing calls for insurers to spend
more time providing legal guid-
ance and support for clients, amid
fears planned costcutting meas-
ures by the UK Health and Safety
Executive (HSE) will leave more
construction workers at risk.

The HSE’s head of construc-
tion, Philip White, revealed the
rising death toll this week,
prompting a warning of a need
for improved risk-management
standards throughout the indus-
try from insurer Allianz.

Chris Dee, casualty and con-
struction manager at Allianz,
said: “This worrying rise in
construction-related deaths is a
harsh reminder there remain far
too many accidents that could be
avoided with proper risk-
management and training.”

The HSE’s recent construc-
tion inspection initiative saw
inspectors issue more than 700
prohibition and improvement
notices in just four weeks, which
Dee said is another warning of the
need for improved standards
throughout the industry.

“Unfortunately, cuts being
implemented at the HSE give
cause for concern that inspection
initiatives of this type and general
site inspections will be scaled
back, leaving the onus on con-
struction firms to ensure the
safety of their sites,” he said.

“Brokersand insurerscanhelp
by ensuring clients are aware of
their legal obligations and by pro-
viding valuable support and guid-
ance to help mitigate risks.

“This should mean fewer
work-related accidents, less time
spent investigating incidents
and, importantly, a lower chance
of costly fines for the client.”

Joint winners of Shin Research Award announced
TWO ACADEMIC papers have
jointly won the Shin Research
Award forExcellence, endowedby
Kyobo Life Insurance Company
in South Korea and awarded by
The International Insurance
Society(IIS) and the Geneva Asso-
ciation,writesRichardBanks.

The first paper, penned by
Robert Klein, at the Center for
Risk Management and Insurance
Research at Georgia State Univer-
sity, was entitled Principles for
Insurance Regulation: An Evalu-
ation of Current Practices and
PotentialReforms.

Also recognised by the judges
was Structure, Principles and
Effectiveness of Insurance Regu-
lation in the 21st Century:
Insights fromCanada, which was
co-authored by Mary Kelly, from
the School of Business and Eco-
nomics, Wilfrid Laurier Univer-
sity; Anne Kleffner, from the
Haskayne School of Business,
University of Calgary; and Darrell
Leadbetter, from Canada’s Prop-
erty and Casualty Insurance
Compensation Corporation.

The research programme is
designed to foster practically-

oriented applied research in
insurance, addressing subjects
that directly influence business

operations. Each year, research is
solicited from prominent aca-
demics worldwide and a carefully
selected panel of eminent judges
then determines the research
that is the most pertinent to
issues facing the industry.

The leading research is
awarded the Shin Research
Award, published in a special edi-
tion of The Geneva Papers, a
joint publication of the IIS and
the Geneva Association and pre-
sented to an audience of 500
global industry leaders at the
annual seminar.

Patrick Liedtke, secretary gen-
eral and managing director of the
Geneva Association, said: “We are
delighted to be announcing the
winners of this year’s research.
Each year, the advances and qual-
ity of academic research in insur-
ance are clearly demonstrated by
the high quality of entries we
receiveandthisyearisnodifferent.
Insurance regulation has never
been more important than now
and this research shows how
important and relevant academic
research is to the ongoing discus-
sionsandprogressoftheindustry.”

Peter Birks

Richard Banks

London-basedR&QhasannouncedCandDshares in
aplan to return£2.4mtoshareholders

Scott Vincent

Deathsonconstruction
sites roseby15% last year

The researchwill bepublished
by theGenevaAssociation
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INSURED values in the satellite insurance market have been rising in
recentyears,butcapacityavailable inthesector ismorethansufficient.

However, the higher sums involved reinforce the sense a single
loss could wipe out an entire year’s worth of premium.

According to XL Insurance’s head of space underwriting, Chris
Kunstadter, the number of insured launches each year has remained
relatively stable over the past 15 years, with – on average – 20 to 25
satellites sent into a geo-stationary orbit each year.

Kunstadter explained the number of launches has been con-
strained by demand for the satellites themselves, as well as launch
availability. But this is now changing, with satellite services such as
broadband and television gaining prominence, as well as new launch
vehicles such as Sea Launch and SpaceX’s Falcon 9 coming to market.

However, he predicted this will not have much of an impact on the
insurance function: “Even as demand increases and launch capability
increases,westill don’t expect toseemuchofachange. It remains tobe
seenhow[thenewlaunchvehicles]affect thespaceinsurancemarket.”

Other constraints are also at play, with the market’s capacity for any
one risk expected to be between $650m and $700m for any single
launch risk in 2011. Interestingly, this exceeds some of the peak values
seen in the last few years, with two Ariane 5 launches in the past 13
months having payloads insured for more than $650m.

Looking at last year alone, Kunstadter said 28 insured launches
carrying 41 satellites generated $687m in premium income, while the
in-orbit portfolio raised premiums totalling $207m.

Some $100m of the total was brought in during the last two
launches of last year, while at $76m, the Astra 3B and Comsat Bw2
satellites launched onboard an Ariane 5 in the middle of May brought
in more premium than any other launch in 2010.

This $76m is considerably higher than the average of $43m paid in
premium for all of the remaining satellites launched on Ariane 5 and
Proton rockets last year.

ButasseenwiththecurrentlypostponedArianeFlightVA201,which
consists of the Yahsat Y1A and Intelsat New Dawn satellites, the pre-
mium volume generated by the market is almost matched by the
insured value of just one launch. Insurance Day understands Flight
VA201 is insured for roughly $740m – and, should it suffer a total loss,
theentirepremiumincomefortheyearwouldbemoreorlesswipedout.

There are some 200 satellites in the Earth’s orbit, worth close to
$19bninvalue,Kunstadtersaid.Thevastmajorityof thesearesituated
in a geo-stationary orbit, with just 18 in a low Earth orbit. The total
insured value of the satellites in a geo-stationary orbit stands at some-
where in the region of $17.7bn, with $1.3bn in a low Earth orbit.

This ratio is not expected to change dramatically over the coming
years, although with new constellations being launched, the number
in low Earth orbit will rise slightly.

But even with the increase in the number of satellites in orbit, the
level of premium income generated is not anticipated to change by too
much. According to Kunstadter, annual in-orbit premium amounts to
approximately$200mto$250m,despitethemajorityofspaceinsurance
losses in recent years emanating from the in-orbit book, as opposed to
thelaunchportfolio,whichhasnotbeenhitwithclaims.

MUNICH RE has agreed to guarantee the performance of solar modules in France for the first time. It will work with industrial insurance broker
Filhet-Allard and solar manufacturer Solairedirect. The country is home to several industrial solar plants, including the Lunel solar power plant,
southern France (pictured).

Nippon Life to pay ¥50bn after Japan quakeAce promotesMullins Parker joins Beazley

Boost for ING-Bank of Beijing joint venture

JAPAN’S Nippon Life has said it expects to pay ¥50bn ($590m) in life
assurance benefits because of the March 11 earthquake and subsequent
tsunamiinJapan.Companypresident,YoshinobuTsutsui,whotookover
the post on April 1, said such payments might be payable from reserves
“without shaking our financial base”. He added Nippon Life would be
“proactive” in encouraging policyholders and bereaved families to file
claims.HenotedNipponLifehadalreadytakenoutnewspaperadvertise-
ments and bulletin boards at the evacuation camps. The assurer would
mail notices to all policyholders and would send employees to addresses,
he said. Tsutsui said Nippon Life held up to 52.8m shares in Tokyo Elec-
tric Power Co (Tepco), which could cause a fall in investment book value
not much less than the life benefit liability. He promised Nippon Life
would consider any loan requests from Tepco, insofar as the loans would
bepartof thecontributiontoreconstructionafter thedisaster.

ING HAS agreed with its Chinese
joint venture (JV) partner, Bank of
Beijing, to boost the capital in their
co-owned insurance operation. In
July 2010, Bank of Beijing bought
out ING’s previous JV partner,
Beijing Capital Group. As a result,
the insurance operation was
rebranded as ING-BOB Life Insur-
ance from the previous ING Capital
Life Insurance Company. Both investors indicated at the time they
intended to pump in more cash, taking the JV’s paid-up capital to
Yuan1.3bn ($198.6m) from the former level of Yuan900m. An initial
payment of Yuan125m is due to be made before June.

ASHLEY
MULLINS
(pictured)
has been
promoted
to Ace’s
global
compli-
ance
officer
with
responsi-
bility for providing ethics and
business practices guidance and
related education throughout the
Switzerland-based insurance
group. Based in New York, he will
report to the audit committee of
Ace’s board of directors, as well as
to the chairman and chief execu-
tive, Evan Greenberg and general
counsel, Robert Cusumano. Mul-
lins, who joined Ace in 2002 as
legal counsel to Ace Asia Pacific,
replacesAudreySamers.A former
deputy superintendent in the
New York State Insurance
Department, Samers has been
promoted to deputy general
counsel at Ace North America,
andgeneralcounselofAcePrivate
Risk Services.

FORMER
Bowring
Marsh
managing
director
Chris
Parker
(pictured)
has joined
Beazley to
lead its ter-
rorism and political violence divi-
sion, which is set for further
expansion as the year progresses.
Beazley’s head of political risk and
contingency, Adrian Lewers,
explained the importance of this
sector forthegroup:“This isacrit-
ical lineofbusinessata timewhen
many global organisations are
coming under increasing threat
as a result of rising instability and
political violence – particularly in
north Africa and the Middle East.”
Beazley has a strong track record
in developing creative solutions
for terrorist and politically-moti-
vated attacks on insured assets.
Bolstering the team in June will
bewarandterrorismrisksspecial-
ist, Andrew Page, who is joining
BeazleyonJune1.

Christopher Munro

christopher.munro@informa.com

Satellite sector has
space for expansion

Ariane5: two
launcheshad
payloads insured
formore than
$650m
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