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 Insurance premiums in emerging markets have expanded robustly by 11% per annum in 
real terms over the last decade, compared to growth of 1.3% in industrialised 

 economies. The outperformance is expected to continue in the next decade and is 
 attracting the attention of global insurers, who look to emerging markets for profitable 

growth beyond the more saturated mature markets. However, it is important to 
 understand the drivers behind this growth and the developments of profitability in 

emerging insurance markets.

 Several factors in varying degrees have contributed to the growth of insurance 
 premiums in Emerging Asia and Latin America, the two regions that have delivered the 

most to emerging market premium growth in the recent past. These factors include:
  a sound economic environment including lower inflation.
  improvements in insurance supervision, the introduction of insurance-enabling regu-

lations, and further market liberalisation to enhance competition and productivity.
  product innovation: though many insurers in emerging markets still focus on selling 

traditional products, some first-mover insurers have achieved fast-paced growth in 
segments such as takaful, microinsurance. or index-based weather insurance solu-
tions for agriculture.

  the use of multiple distribution channels to reach a broader population spectrum, in 
particular the successful leveraging of bancassurance.

 Profitability can be challenging, especially in many emerging markets where insurance 
is still nascent and companies therefore still have high start-up costs and a long break-
even period. While differences in accounting and reporting standards mean that results 
are only indicative, a study using 2006–2009 statutory results of life and non-life insur-
ers in Emerging Asia and Latin America¹ nonetheless suggests that domestic life 

 insurers generally outperform their foreign peers. Beyond the barriers to foreign entry 
that still exist in some emerging markets, the success of domestic insurers could also be 
due to their more extensive distribution networks, local market knowledge, and lower 
costs resulting from economies of scale. In the non-life sector, ownership structure has 
less of an impact on profitability even though foreign-owned insurers have achieved 
higher average underwriting profits and outperformed local companies in Emerging 
Asia.

 There is also evidence, both in the life and non-life business, that insurers belonging to a 
financial conglomerate experience better profitability. Cross-sector ownership is 

 gradually being liberalised and more financial conglomerates are coming of age in 
emerging markets. Their ability to leverage a wide and established distribution network 
is one of their key value propositions. This observation that affiliation with large financial 
conglomerates correlates with higher profits holds true for both domestic insurers and 
foreign branches, but not joint ventures.

 However, the prevailing low interest rate environment poses a major challenge to 
 insurers in both developed and emerging markets. Lower investment results and tighter 

capital requirements imposed by new solvency regimes will place renewed pressures 
on insurers. Going forward, insurers will need to place greater importance on 

 professional and disciplined underwriting to benefit from the healthy growth outlook in 
emerging markets. Capital management will also be vital for accessing growing 

 markets and complying with tightening solvency requirements. 

¹ The profitability study made use of statutory insurance data provided by respective insurance regulators 
in Emerging Asian and Latin American markets. Due to the use of different accounting and reporting 
standards, the results can only be considered indicative and help highlight broader trends. Also, for the 
non-life sector, investment returns have not been considered, so the study only shows a partial picture 
of profitability.

Positive developments in emerging 
markets over the past decade 
are heightening global interest.

Many factors, such as a sound economic 
environment, favourable regulatory 
changes, product innovation and a lever-
aging of multiple distribution channels, 
have driven insurance premium growth in 
emerging markets.

Domestic life insurers and foreign non-life 
insurers tend to achieve better profitability 
in emerging markets.

Affiliation with large financial 
conglomerates correlates positively 
with higher profitability.

To achieve profitable growth, insurers 
in emerging markets will need to rely 
to an ever-greater degree on disciplined 
underwriting.

Executive summary
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Introduction

 This study is the latest edition of the sigma series on insurance trends in emerging 
 markets.² Whether in industrialised or emerging markets, insurance serves a number of 

valuable economic functions, including the enabling of entrepreneurship and 
 innovation, allowing risk transfer, and helping societies save and invest. This sigma 

looks at how well the insurance sector has capitalised on the strong economic growth 
of emerging markets. It also provides an understanding of the growth drivers and 

 profitability of insurance in emerging markets. 

 There is no doubt that insurance in emerging markets has experienced strong growth 
over the past decade. Figure 1 shows that insurance premiums in emerging markets 
grew on average 11% per year between 2001 and 2010 and amounted to USD 650bn 
in 2010.³ Additionally, recent concerns about US economic growth and the euro zone 
debt crisis highlight the resilience of emerging regions. However, significant differences 
exist between markets and among industry practitioners, blurring overall profitability. 
The first section of this report covers the latest developments in the following emerging 
markets: Asia, excluding Japan and the newly industrialised Asian economies⁴ 

 (referred to as Emerging Asia), Latin America and the Caribbean (referred to as Latin 
America), Central and Eastern Europe (referred to as Eastern Europe), the Middle East, 
Central Asia and Turkey⁵ (referred to as Middle East) and Africa.

 The next section of the study focuses on the two regions that have contributed the most 
to emerging market insurance premium growth, Emerging Asia and Latin America. 
Drawing on ten years of experience of rapid insurance development in these markets, 
the study explores the following questions: 
  What are the growth drivers for insurance in Emerging Asia and Latin America?
  What differentiates market profitability in these two key regions?

 Eastern Europe
USD 88bn
(6.4%)

Asia
USD 336bn
(18.0%)

Africa
USD 67bn
(4.3%)

Middle East
USD 31bn
(11.6%)Latin America

USD 128bn
(6.9%)

 Note: Regional premium volume in 2010 (USD billions), with real compound annual growth rate 
(CAGR) 2001–2010 in brackets.

 Source: Swiss Re Economic Research & Consulting

 This study ends with a section on the prospects and challenges of overall growth in 
emerging insurance markets over the next decade. Profitability drivers are also 

 explored. 

² The classification of emerging markets in this report is consistent with that of the IMF. The figures in 
this study may differ from Swiss Re, sigma No 2/2011 “World insurance in 2010”, due to newly available 
data and revisions.

³ Inflation-adjusted, “constant dollar”, or “real” growth rates unless otherwise specified. These three terms 
are interchangeable.

⁴ Hong Kong, Singapore, South Korea and Taiwan.
⁵ Israel is excluded from this region.

This sigma examines recent insurance 
trends in emerging markets… 

…revealing strong growth and exploring 
profitability patterns.

Emerging Asia and Latin America are the 
focus.

Figure 1: 
Insurance premiums in emerging 
markets (shaded in blue) in 2010 and 
their growth rates 

This sigma ends with an outlook of 
emerging market insurance through 2021.
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 Emerging market economies have strengthened their contribution to global economic 
growth over the last decade. Their share of world Gross Domestic Product (GDP) has 

 increased from 21% in 2001 to 34% in 2010. In 2010, emerging markets accounted for 
two-thirds of global economic growth. 

 The global financial crisis in 2008 and 2009 fully demonstrated the resilience of 
emerging markets. Many of these were able to maintain healthy growth while many 

 industrialised countries fell into deep recessions. Sound economic policies, strong 
 foreign reserves, and fiscal prudence are all signs of emerging markets’ improved 
 capability to weather financial turbulence.

 The outperformance of emerging market economies in the last decade has fuelled 
stronger insurance business growth, and particularly the demand for life insurance 
products. From 2001 to 2010, total insurance premiums in emerging markets 

 expanded by 11.0%, while they grew by only 1.3% in industrialised economies. The 
 outperformance was most striking in life, with emerging markets growing annually by 

12.6% while industrialised countries only managed an average of 0.6%. Emerging 
 markets’ global share of life premiums leapt nine percentage points, from 5% in 2001 

to 14% in 2010. In non-life, emerging markets rose 9.3% or seven percentage points 
faster than industrialised markets, which grew only by 2.3%. In non-life, emerging 

 markets’ global share jumped from 7% to 16%.

 Due to their size, industrialised countries still contributed more in absolute terms than 
emerging markets to overall premium growth. In 2010, industrialised economies 

 furnished USD 120bn in additional premiums in nominal terms, followed closely by 
emerging markets with USD 109bn. However, emerging markets are increasingly 

 attracting the attention of global insurers, which look to them for growth beyond 
 saturated mature markets.

 

–10%

–5%

0%

5%

10%

15%

20%

2010200920082007200620052004200320022001

Industrialised countries (INC) Emerging markets (EMM)
INC CAGR 2001–2010 EMM CAGR 2001–2010

 Source: Swiss Re Economic Research & Consulting 

Emerging markets have reinforced 
their economic footing on the globe. 

They have proved their resilience, even 
throughout the global economic crisis. 

Economic growth has powered higher 
premium growth in emerging markets 
than in industrialised countries…

… though industrialised countries still 
contribute more in terms of additional 
premiums. 

Figure 2: 
Total real premium growth 
in industrialised countries and 
emerging markets

The latest developments in emerging market insurance
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 Due to the global financial crisis, premium growth in emerging markets slowed in 
2009, expanding by only 4.9% in constant dollar terms. However, in 2010, premium 
growth resumed its strength, expanding by 11% to USD 650bn. Overall, emerging 

 market insurance premiums have experienced rapid growth over the past decade, as 
 illustrated in Figure 3. Since 2001, premiums in constant dollar terms have increased 

by more than 150%. Emerging Asia contributed the most, with 66% of total additional 
premiums, reflecting China and India’s strong growth over that period of time. Latin 
America came in second (with 15% of additional premiums), followed by Eastern 

 Europe (9%), Africa (6%), and the Middle East (5%). 

 

0 100 200 300 400 500 600 700

Emerging markets

Emerging Asia

Latin America

Eastern Europe

Middle East

Africa

Premium volume in 2001 (at 2010 prices)

Additional premiums 2002–2010 (at 2010 prices)

 Note: Constant exchange rates were used.

 Sources: National insurance regulation authorities; Swiss Re Economic Research & Consulting

 Life premium growth in the emerging markets strengthened particularly in 2010, 
 increasing by 13.1% to USD 364bn (2009: +6.6%). Overall growth even slightly 
 exceeded the ten-year average of 12.6%. However, growth rates vary greatly by region 

and country. In Emerging Asia, for example, the boom in China fuelled overall growth in 
the region. Meanwhile, slow growth in Poland, the largest market in Eastern Europe, 
dragged down regional growth.

 Non-life premiums grew by 8.6% to USD 287bn in 2010 (2009: +3.1%), slightly below 
the ten-year average of 9.3%. Average premiums rose fastest in Emerging Asia (+22%) 
driven mainly by China (+28%). Premium growth was solid in most of the other major 
non-life markets, except in Mexico (–4.8%) and Russia (–1.1%) which both posted weak 
results across all lines. Premiums also declined in Central and Eastern Europe, due to 
fragile economic recovery. However, figures derived from national premium statistics in 
Central and Eastern Europe may underestimate the actual business volume because 
cross-border carriers are increasingly writing business via the Freedom to Provide 

 Service (FPS) agreement.

 In 2010, an average of USD 111 per capita was spent on insurance in emerging 
 markets. As the table “Insurance density and penetration in emerging markets and 
 industrialised countries” shows, of this amount, USD 62 was spent on life insurance and 

USD 49 for non-life insurance. This is a clear improvement from the USD 29 spent in 
2001, but lies far below the average in industrialised markets of USD 3 527 per capita. 

In 2010, strong premium growth resumed 
in emerging markets.

Figure 3: 
Emerging market contributions 
to premium growth from 2002–2010 
(in USD bn at 2010 prices)

Life premiums rose 13% in 2010, 
exceeding the average growth rate 
of the past decade.

In 2010, non-life premiums increased by 
8.6% and growth remained slightly below 
the ten-year average.

In emerging markets, the amount spent 
per capita on insurance in 2010 
has nearly quadrupled since 2001. 

The latest developments in emerging market insurance
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 Growth of insurance premiums continued to outpace general economic growth, 
 deepening insurance penetration from 2.2% in 2001 to 3.0% in 2010. This increase in 

premiums as a percentage of GDP underlines the growing importance of the insurance 
sector in emerging market economies. However, emerging market penetration still lags 
behind the 8.7% combined life and non-life average penetration in industrialised 

 markets, indicating a high penetration potential in emerging markets. Though 
 premiums have already increased greatly in the past decade, insurance in many 
 emerging markets is still in an early stage of development and every additional dollar of 

income tends to lead to proportionally higher spending on insurance.⁶ 

Table 1: 
Insurance density and penetration 
in emerging markets and industrialised 
countries

 Source: Swiss Re Economic Research & Consulting

⁶ A study by Swiss Re shows that there is a positive S-shaped correlation between a country’s affluence – 
measured in terms of per-capita GDP – and its insurance penetration. For more information on the definition, 
methodology and interpretation of the S-curve, refer to Enz, Rudolf (2000). “The S-Curve Relation between 
Per-Capita Income and Insurance Penetration”. The Geneva Papers on Risk and Insurance, Issues and Prac-
tice, 25, 3.

Although insurance premiums 
have shown notable growth, insurance 
penetration is still low. 

Premium per capita – USD Life insurance  Non-life insurance  
 2001 2010 2001 2010
Industrial markets 1451 2069 930 1458
Emerging markets 15 62 14 49
Emerging Asia 10 67 6 27
Latin America 31 93 54 126
Eastern Europe 26 61 41 213
Africa 22 46 8 19
Middle East 16 25 35 78

Insurance penetration as a % of GDP Life insurance  Non-life insurance  
 2001 2010 2001 2010
Industrial markets 5.5% 5.1% 3.5% 3.6%
Emerging markets 1.1% 1.7% 1.1% 1.3%
Emerging Asia 1.4% 2.6% 0.7% 1.1%
Latin America 0.8% 1.1% 1.4% 1.5%
Eastern Europe 1.1% 0.6% 1.6% 2.0%
Africa 3.2% 2.7% 1.1% 1.1%
Middle East 0.1% 0.1% 0.7% 1.0%
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Lessons from Emerging Asia and Latin America
Drivers for top-line premium growth

 Drivers for top-line premium growth

 The prominent performance of emerging markets in the last decade is mainly due to 
strong premium growth in the two largest regions, Emerging Asia and Latin America. In 
Emerging Asia, total insurance premiums grew by an annual average of 18%, surging 
from USD 51bn in 2001 to USD 336bn in 2010. In the same period, premiums in Latin 
America jumped by 6.9% per year, from USD 45bn in 2001 to USD 128bn in 2010. 
Figure 4 below depicts total premium growth in these two key regions alongside global 
premium growth over the last decade. 
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 Source: Swiss Re Economic Research & Consulting

 In exploring what drove the growth of insurance premiums in Emerging Asia and Latin 
America, several factors were discovered including: 1) a sound economic environment, 
2) improving insurance regulations and supervision, 3) product innovation, and 4) the 
effective use of alternative distribution channels. These drivers⁷ and how they support 
insurance business growth in these two regions is examined in the remainder of this 
section. 

 A sound economic environment
 Swings in economic conditions have exerted a strong influence on the growth of the 
 insurance business in Emerging Asia and Latin America. The positive correlation 
 between economic expansion and insurance premium development is illustrated in 
 Figure 5, which plots real GDP growth against life and non-life insurance real premium 

growth in 27 countries from 2001 to 2010. 

 It is commonly accepted that economic expansion and premium growth mutually 
 support each other. Indeed, economic expansion is generally associated with 
 investment in housing, production facilities, and infrastructure. It also usually correlates 

and with rising income and wealth, and increased consumption. Economic expansion 
also increases the demand for insurance. In turn, in the long-term, insurance 

 contributes to economic growth, since the insurance industry channels savings into 
 investments and supports consumption and entrepreneurship through risk transfer.

⁷ It is important to note that the drivers are studied from a qualitative perspective and that their importance 
varies across markets and regions.

Emerging Asia and Latin America 
have fuelled the high premium growth 
in emerging markets. 

Figure 4: 
Total premium growth (at 2001 prices) 

Many factors have driven insurance 
premium growth in Emerging Asia and 
Latin America.

There is a positive correlation between 
economic expansion and insurance 
premium development.

In the short term, economic expansion can 
drive premium growth and in the long 
term, insurance can stimulate economic 
expansion.
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Figure 5: 
The correlation between economic and 
insurance growth in Emerging Asia 
and Latin America, 2001–2010. Line is 
45 degrees.
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Real GDP growth, CAGR 2001–2010 Real GDP growth, CAGR 2001–2010

Real premium growth, CAGR 2001-2010
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 Note: The data points in each chart represent 27 countries from Emerging Asia and Latin America for which 
data is available for the ten-year period. Insurance penetration increased in countries situated above the 45 de-
gree line and decreased in those positioned below the line.

 Source: Swiss Re Economic Research & Consulting

 During the past three decades, emerging markets in Asia, particularly China and India, 
have undergone a transformation from agriculture-based economies to more industry- 
and service-based economies. In many markets, manufacturing facilities have been 

 established and expanded, while in others a domestic and export-led service sector has 
developed. These conditions, together with a high level of infrastructure investments 
and increased global trade, have resulted in accelerated GDP growth and new 

 employment opportunities. Rising income levels have driven consumption and 
 accelerated asset formation at the national, corporate, and individual levels, triggering 

growth in non-life commercial and personal insurance.

 To counter weak global economic demand for exports, Emerging Asian markets have 
boosted domestic consumption. China, for instance, has increased government 

 spending on healthcare and education. Government policy responses, such as 
 supporting urbanisation, have set favourable conditions for the growth of personal 
 insurance lines. The share of personal lines in Emerging Asia’s non-life insurance market 

is expected to grow along with per capita income in much the same way that it has in 
more developed markets in the Asia Pacific (See Figure 6). For instance, strong growth 
in new car sales in China and India has propelled the motor market forward. With 

 third-party motor liability now also compulsory in China, it has become the biggest mo-
tor market worldwide.

Insurance has benefited from Emerging 
Asia’s transformation from agriculture 
to a more industry- and services-based 
economy. 

Policies to boost domestic consumption 
and urbanisation will further 
propel personal lines insurance in Asia.
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Lessons from Emerging Asia and Latin America
Drivers for top-line premium growth

 Share of personal lines
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 Note: Fitted trend line of share of personal lines against log of GDP per capita in USD. 

 Source: Swiss Re Economic Research & Consulting

 Latin America has not experienced as drastic an economic transformation as Asia. 
 Generally, Latin American economies remain dependent on commodity exports, 

though one notable exception is Brazil, where domestic demand is strong. In the last 
ten years, heightened global liquidity, reduced risk, and improved investment returns 
have attracted capital from abroad and provided additional growth impetus to Latin 
America. Commercial lines such as property, engineering, transport, and credit & surety 
have benefited from these dynamics.

 The more vibrant economic environment has nonetheless strengthened domestic 
 demand in Latin America. More people have started taking out mortgages and buying 

cars. Motor, the largest non-life insurance line, has received a boost from the sharp 
 increase in new car sales. Figure 7 shows that the sale of new vehicles has improved in 

the last decade in many Latin American countries with the exception of Mexico, where 
the global economic crisis has had a greater impact on household expenditure. 

 Nevertheless, in the past two years, Mexico added 400 000 new cars to its fleet, 
 increasing the demand for insurance protection. In line with increased vehicle sales and 

despite competitive pricing, motor premium volume has also risen (Figure 8). Other 
lines of business, such as extended warranty,⁸ have also benefited from the rising 

 consumption of a new middle class.

⁸ Extended warranty is an extension of a manufacturer’s warranty for a specified time.

Figure 6: 
Share of personal lines in non-life 
premiums versus per capita income 
by country in Asia in 2010

In Latin America, commercial lines 
have grown, piggy-backing on increased 
international trade.

Increased buying power has driven car 
sales, propelling motor insurance forward 
in most Latin American countries.
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Figure 7: 
New vehicles sales per year

Figure 8: 
Motor insurance premiums, in nominal 
local currencies (index: 2000=100)
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Lessons from Emerging Asia and Latin America
Drivers for top-line premium growth

 Credit life insurance in emerging markets 

 Credit life insurance is a life insurance policy designed to pay off a borrower’s debt in 
case of death. It is a form of decreasing term life insurance that aims to protect a policy-
holder’s dependents. Normally it is sold in conjunction with cash or credit card loans, 
mortgages, or installment sales contracts. More commonly found in Latin America than 
in Emerging Asia, credit life insurance has benefited greatly from Latin America’s rising 
disposable income, credit activity, and increasing financial depth.⁹ As can be seen in 
Figure 9, financial depth has increased in many Latin American countries over the past 
decade, spurring the growth of credit life insurance premium volume. In Brazil, for 

 example, credit life premium volume in 2010 was about 15 times its 2003 volume, and 
Peru’s premium volume was almost 8 times as large as in 2003 (see Figure 10).
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⁹ Financial depth is measured in terms of consumption, mortgage and commercial loans as a percent of GDP.

Figure 9: 
Financial depth by country as a % of GDP. 
Financial depth is measured in 
terms of consumption, mortgage, 
and commercial loans

Figure 10: 
Credit life premium volume in nominal 
local currencies (index: 2003=100)
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 Efforts to rein in high inflation in many parts of Emerging Asia and Latin America have 
also contributed to the sound economic environment of the past decade. When 

 inflation is low, people can better perceive the real value of savings, helping to maintain 
the value proposition of life products, especially those with savings components. 

 Conversely, in a high inflation environment, the value proposition of life insurance 
 policies erodes. For example, at 5% inflation, a death benefit loses more than half its 

value in 15 years. This is also a concern for annuities. 

 Conversely, demand for life insurance, both with and without savings components, has 
fallen in select countries with chronically high inflation. In Venezuela, for example, 

 annual inflation in the last 30 years has almost always been double-digit, and premiums 
have declined after inflation by an average of 1.3% per year. In Argentina, another Latin 
American country with high inflation, savings products also have a low penetration due 
to deteriorating consumer confidence, particularly after the economic crisis in the early 
2000s.

 The empirical relationship between the economy¹⁰ and the development of insurance 
markets¹¹ is represented by an S-curve. Countries with a higher per capita income tend 
to spend more of their income on insurance. As GDP per capita increases, insurance 
penetration is expected to rise – with insurance premiums growing faster than the 

 underlying economy.¹² 

 Figures 11 and 12 show the S-curves for life insurance and non-life insurance, 
 respectively, with the positions of select markets in Emerging Asia and Latin America 

indicated. The curves, estimated using panel data from more than 60 countries for the 
period from 1970 to 2010, confirm the usual S-correlation of GDP per capita to 

 premiums as a percentage of GDP.
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¹⁰ Represented by GDP per capita
¹¹ Represented by insurance penetration – the share of insurance premiums in GDP
¹² This finding is presented in Swiss Re sigma No 5/1999 and Enz, Rudolf, “The S-Curve Relation 

Between Per-Capita Income and Insurance Penetration”, The Geneva Papers on Risk and Insurance, 
Issues and Practice, Vol. 25, No 3, July 2000.

Lower inflation contributed to maintaining 
the value proposition for life products, 
particularly those with saving components.

High inflation tends to lead to 
deteriorating demand for life insurance. 

The S-curve generally represents the 
relationship between GDP and insurance 
development.

Figures 11 and 12 confirm the 
S-correlation of GDP per capita 
compared with insurance 
penetration in emerging markets. 

Figure 11: 
The 2010 S-curve for life insurance 
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 Countries can, however, deviate from the global S-curve because there are many fac-
tors other than GDP that can influence insurance development. These other drivers are 
explored further in the rest of this study.

 What happens to insurance in times of recession?

 Any significant economic stagnation that lasts for more than a few months has an effect 
on industrial production, employment, disposable income, and price levels. During 

 recessions, premium growth in emerging markets normally stagnates or contracts.

 In such times of recession¹³, life premiums generally decrease too. As illustrated in 
 Figure 13, periods of economic recessions in Latin America are typically associated 

with flat or falling premiums, although differences exist between different markets. The 
reasons for this fall in premiums include 1) declining sales of investment-linked and 

 single premium life saving products, 2) reductions in credit life premiums related to 
 mortgages or loans due to the tightening of credit conditions, and 3) lower premiums 

due to increased surrender and lapses. Interestingly, however, there were no 
 observable rises in lapse and surrender in Emerging Asia during the latest global finan-

cial crisis, since government fiscal support helped smooth the decline.

 On the non-life side, a recession generally affects motor business by lowering new car 
sales. When jobs are lost in a recession, employer-provided accident and health covers 
also diminish. Lines of business related to international trade, such as credit or marine 
insurance, tend to suffer most from a drop in foreign demand. There are, however, 

 counter-examples to these negative developments. During the crisis in 2009, for 
 example, Brazil implemented tax incentives for buying new cars, giving motor 
 insurance an important boost. Similar schemes were offered by the Chinese 
 government to promote car sales during the global financial crisis. Governments often 

counter-cyclically invest in infrastructure, to the benefit of surety and engineering lines.

¹³ Defined as two successive quarters of negative real GDP growth.

Figure 12: 
The 2010 S-curve for non-life insurance 

Countries that deviate from the 
S-curve show that GDP is not the only 
driver for insurance development.

Economic stagnation affects 
premium growth.

Life insurance premiums generally 
decrease…

…as do non-life premiums. 

Lessons from Emerging Asia and Latin America
Drivers for top-line premium growth
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 Improving insurance regulations and supervision
 Overall, there has been a broad trend towards lessening price and product controls in 

insurance. Markets are also moving towards market liberalisation, privatisation, and 
 deregulation. States are reducing their involvement, and many major projects are being 

carried out on a collaborative basis, often involving joint public and private initiatives. 
Changes in regulations and insurance supervision can have profound influences on the 
structure and growth of markets. For example, in the 1990s, Latin America shifted 

 seismically in this area. In many Latin American countries, regulatory tariffs were 
 eliminated and markets were opened to foreign investment.¹⁴ In Asia, markets have 
 developed in a similar way. 

 For many years, long-established domestic monopolies barred foreign entry to most 
emerging insurance markets. However, in Latin America, the last remaining insurance 
monopoly in Costa Rica was abolished in 2008, opening the door to healthy 

 competition. Liberalisation also included allowing the entry of foreign companies, 
which gained an important share of the market. Figure 14 shows foreign insurers’ share 
of life and non-life premiums in selected Latin American and Emerging Asian countries. 

¹⁴  See Swiss Re, sigma No 4/2000, “Emerging markets: the insurance industry in the face of globalisation”.

Figure 13: 
Real premium and GDP growth 
in Latin America

Latin America has led the way in opening 
and liberalising markets, with many 
markets in Emerging Asia following suit.

Liberalisation opens the door to healthy 
domestic and international competition. 
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 Despite the significant penetration of foreign insurers in Latin America, domestic 
 companies still retain a strong share in some countries, showing that even after 
 removing trade barriers, both foreign and domestic companies can thrive. In Brazil, 
 Colombia, and Peru for example, domestic insurers are the market leaders in terms of 

premiums.

 In Asia, liberalisation¹⁵ has been a key driver for growth and development of insurance 
markets. However, entry barriers and foreign insurance penetration levels vary 

 significantly across markets. In most countries, foreign insurance companies operate 
freely. In the Philippines and Malaysia, for example, foreign insurers have a considerable 
market share, especially in non-life. Yet there are still restrictions in some parts of Asia, 
such as India and the life sector in China, mainly in the form of mandatory joint ventures. 
Indian authorities, for instance, impose a 26% limit on foreign ownership. China has one 
of the lowest foreign insurance penetration rates of all Emerging Asian markets, but it is 
gradually opening its doors to non-domestic insurers (see Box on the steps taken by 
China to liberalise its insurance markets). Generally, Asian governments are receptive to 
the idea of allowing foreign company entry.

¹⁵ Liberalisation includes de-monopolisation, tariff removal, and allowing entry to foreign players.

Figure 14: 
Foreign insurers’ market 
share in select Latin American and 
Emerging Asian markets

Domestic insurers are also able to 
compete, and indeed are the market 
leaders in some countries. 

In Asia, entry barriers still exist in some 
markets.

Lessons from Emerging Asia and Latin America
Drivers for top-line premium growth
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 A short history of the steps taken by China to liberalise its insurance market

 In 1949, insurance in China was nationalised under the People’s Insurance Company of 
China (PICC). Insurance was then suspended in 1959 and not resumed until 1980. The 
first signs of competition in the market appeared when a second Chinese insurer, 

 Xinjiang Production & Construction Corps Insurance Company, and a third, Ping An 
 Insurance Company, were formed in 1986 and 1989, respectively. However, these 

were all state-owned companies. Private domestic and foreign companies took much 
longer to enter the market. Originally confined to doing business in Shanghai, AIG 

 entered the Chinese market in 1992. Gradually, the market expanded to include other 
major international companies. 

 The first Insurance law in China was finally promulgated in 1995 and the current 
 regulatory authority, the China Insurance Regulatory Commission (CIRC), was formed in 

1998. A major milestone was reached with China’s admission to the World Trade 
 Organisation (WTO) in December 2001. As part of its pledge to enter the WTO, China 

committed to improving market access for foreign companies by 1) removing the 
 economic needs test, 2) allowing the establishment of non-life insurance branch offices 

or joint ventures with 51% foreign ownership,¹⁶ 3) removing geographical restrictions 
on business, and 4) opening business lines to foreign companies (except for statutory 
insurance, which mainly refers to compulsory third-party motor liability).

 Regulatory statistics often fail to capture insurance provided by the state. However, 
when insurance is delegated to private insurers, as in the case of workers’ 

 compensation insurance in Argentina or Colombia, statistics show that premium 
 volumes tend to boom as the market develops.

 In most Latin American countries, government has made the insurance market more 
 attractive to private insurers. Private insurers have in turn introduced such growth 
 propelling measures as product innovation and risk selection. State-owned insurance 

companes nonetheless remain major players in some markets.¹⁷ State-owned 
 insurance companies also sometimes team up with private ones. This is the case with 

Banco do Brasil, a Brazilian state-owned financial institution with one of the biggest 
 insurance operations in the country, which recently signed a partnership with the 
 privately-held Spanish insurer Mapfre.

 The situation in Asia varies among the different markets. Public sector companies still 
play an important role in China and Vietnam, although governments in both countries 
have started to pull back from state ownership. Until now, India has resisted calls to 

 privatise its state-owned insurance companies.

 Governments can also fuel the growth of private insurance through social system 
 reform, such as providing workers’ compensation or retirement funding. In Chile, for 
 example, reformation of the pension system started in 1981. The country now has a 

three-pillar pension system. In the first pillar, the state provides basic social security 
benefits for retirees. In the second pillar, employees build up capital for their retirement 
via a privately managed and individually tailored contribution scheme. Retirees can 
leave this second-pillar money in their account and receive a monthly pension or they 
can purchase an annuity from a life insurance company. The third pillar allows 

 individuals to accumulate savings in a voluntary fund. Many other countries, such as 
 Argentina and Colombia, have followed the Chilean model and also introduced pension 

related insurance.

¹⁶ Within two years after China’s opening, foreign non-life insurers were permitted to establish themselves as 
wholly-owned subsidiaries. On the life business side, at the time of opening, foreign life insurers 
were permitted fifty per cent foreign ownership in a joint venture with a Chinese partner of their choice.

¹⁷ Venezuela has two state-owned insurers, La Previsora and Horizonte. The Argentinian state owns 
Provincia and Nacion insurance. Other state insurers incude Colombia’s La Previsora, the Dominican 
Republic’s Banreserva, and Uruguay’s Banco de Seguros del Estado.

The insurance market in China was 
state-owned up until the late 1990’s…

…and only opened up more fully 
when China joined the WTO in 2001.

Privatisation of insurance can also 
have a positive impact on growth.

Private insurance in Latin America 
is growing rapidly.

In parts of Asia, state-owned insurers still 
play a major role in insurance.

Demand for pension-related insurance in 
Latin America is backed by social system 
reforms.
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 Today, in Chile, Peru, Colombia, and Mexico, pension-related insurance products are 
 responsible for a significant share of total life business, as Table 2 shows. In Argentina, 

however, the re-nationalisation of private pension funds has been a big setback for the 
insurance industry. Meanwhile, in Venezuela, pension system reform has yet to occur, 
and pension-related insurance is almost non-existent. In Mexico, pension-related 

 insurance is smaller because private pension funds insure their mortality and disability 
risks with a state institution instead of through insurers. 

  Beginning year  Insurance premiums related to pensions* as a
Country of privatisation percentage of total life insurance premiums in 2010
Chile  1981  53%
Peru  1993  63%
Colombia  1994  46%
Mexico  1997  14%**

 * Disability and Mortality Insurance and Annuities
** The state retains the risk of disability and mortality

Source: Swiss Re Economic Research & Consulting

 Enabling regulations are also critical for insurance growth. Deregulation involves giving 
more room to private industry by de-monopolising, allowing foreign ownership, and 

 removing price and product controls to allow for product innovation. Supervisory 
 measures still need to be adopted and enforced to strengthen solvency rules and make 

insurance compulsory where needed. In this way, individuals and corporations are kept 
accountable and potential victims can be appropriately compensated. Governments 
can also step in to protect individuals who have failed to provide for health insurance or 
old-age pensions. Such reforms have helped the insurance sector of certain emerging 
markets to achieve healthy competition, high growth, and stability. 

 In Emerging Asia, market-enabling regulation and insurance supervision is likely to 
 improve in the medium- to long-term. India, for example, has opened its market to for-

eign participation without geographical restrictions. An insurance bill allowing 
 reinsurers to set up branches and increasing the possibility of foreign ownership in joint 

ventures to 49% is currently being discussed. In Malaysia and Thailand, there are 
 proposals to raise foreign equity participation. Malaysia’s proposal would raise it to 70% 

from its current level of 49%, and Thailand would raise it to 49% from 25%. 

 India was one of the first countries to formulate microinsurance regulations and set up 
licensing conditions that oblige insurers to source business from pre-defined rural and 
social sectors, thus creating incentives for insurers to reach out to low incomes 

 populations. The Indian market has since seen rapid development in microinsurance 
business, including large-scale microinsurance schemes (especially in health) launched 
by the states and the central government. Allowing banks to distribute insurance has 
spurred the growth of bancassurance in China. In 2003, the Chinese stipulation that 
banks were no longer limited to representing just one insurance company contributed 
to strong premium growth in the life insurance sector.

 Eliminating state-regulated prices (ie detariffication) normally encourages product 
 differentiation and pricing according to risk. This not only encourages prevention 

(which is rewarded through lower prices), but also generates additional demand for 
 insurance since better risks no longer cross-subsidise higher risks. In Asia, some 
 countries such as Indonesia have successfully moved away from price regulation, but 

others have not. China took a big step by abolishing regulated motor tariffs in 2003. 
 In many parts of Latin America, tariffs have mostly disappeared over the last decade.¹⁸ 

¹⁸  Exceptions are mainly for tariffs on compulsory motor third-party liability (MTPL) covers.

Where pension system reform has 
occurred in Latin America, pension-
related products have gained 
a large share of total life business. 

Table 2: 
Privatisation of the pension system 
in Latin American countries

Insurance-enabling regulations 
drive growth and ensure accountability. 

In Asia, trade barriers are falling...

...and insurance supervision is helping 
to protect consumers and the industry.

Ongoing price deregulation supports 
premium growth in the long term…

Lessons from Emerging Asia and Latin America
Drivers for top-line premium growth
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 Regulations that are enforced to increase consumer protection and transparency, or to 
introduce country-wide industry practices, can dampen growth in the near term. In 

 India, the detariffication of non-life insurance products in 2007 initially had significant 
negative implications. Especially in property insurance, deep discounts were offered by 
insurers to capture business, leading to deteriorating growth and profitability as a 

 result. When adjustments were made, growth returned to normal. In the life insurance 
sector, the Indian Insurance Regulatory and Development Authority (IRDA) introduced 
a series of regulatory changes, including a cap on charges for unit-linked products and 
a minimum policy tenure. These have had a negative impact on new premium growth 
and put stress on insurer profitability in the short term.

 However, regulation can also support premium volume growth. For example, the 
 introduction of compulsory classes of business such as motor third-party liability in Chi-

na and India – a consumer protection measure to protect victims of car accidents by 
ensuring availability of compensation for injuries and damages – has increased 

 insurance penetration and expansion of the non-life sector. Also, the three biggest 
 personal insurance lines in Argentina are compulsory: third-party motor insurance, 

workers’ compensation, and group life. Together they account for 83% of all personal 
line premiums written in the country. It is a general trend in the development process 
that more lines of business, especially third-party liability, are being made mandatory. 

 Product innovation 

 Many insurers in emerging markets still focus on selling traditional products with some 
variations, and tend to replicate the successes of one market in another. There are also 
signs of increasing life insurance product commoditisation in many emerging markets. 
Products that have had success in developed markets are gradually being introduced, 
though sometimes, as in the recent introduction of variable annuity products into China, 
introduction comes cautiously. With increasing sophistication in customer segmenta-
tion, insurers are nonetheless providing tailor-made products to meet the needs of 

 different client groups, such as high-net worth individuals.

 However, for the pioneers in insurance, innovation is becoming a key differentiator. 
Thanks to innovation, these first-mover insurers have achieved fast-paced growth in 
certain market segments. Some examples of insurance product innovation for 

 emerging markets include index-based weather insurance, takaful, microinsurance, 
 and other simple and affordable mass-market solutions. 

 The first example of product innovation involves agriculture, a mainstay part of many 
emerging markets. Some innovations include protection against weather events 

 (eg hail, drought or flood), pests and diseases, or adverse economic developments 
 (eg price and interest rate fluctuations, or change in demand). In India and Mexico, 

index-based weather insurance solutions have been implemented that protect agricul-
tural output from such risks and uncertainties. These policies pay out after harvest 
when the levels of rainfall and/or temperature deviate from climatology standards. In 
India, the agriculture insurance market continues to grow with the support of global 

 reinsurance partners and government subsidies.

 Takaful, a form of insurance that is compliant with shariah law, is another example of 
product innovation tailored to emerging markets.¹⁹ In Malaysia and Indonesia, where 
the Islamic population is prominent, takaful has become a significant form of insurance. 
Malaysia is the biggest takaful market worldwide, with total contributions in 2010 

 estimated at USD 1bn. In Southeast Asia, the growth of takaful has mostly been driven 
by family and personal lines business. Nevertheless, opportunities are still abundant. 
For example, the market penetration of family takaful in Malaysia is only 10% compared 
to 40% for conventional life insurance. Takaful operators in Southeast Asia are also 
starting to focus more on commercial and industrial risks.

¹⁹ Please refer to sigma No 5/2008 “Insurance in the emerging markets: overview and prospects 
for Islamic Insurance” and the 2011 Swiss Re expertise publication “Islamic insurance revisited”.

…but increases volatility of underwriting 
results in the short term.

Compulsory covers also support premium 
volume growth.

Many insurers in emerging markets 
still focus on selling traditional products.

Innovation is a key differentiator for 
insurers. Some examples of innovation 
in emerging markets include…

...index-based weather insurance 
solutions for agriculture,…

…takaful,...
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 Low-income populations, which make up a vast segment globally, continue to remain 
underserved. They usually have a strong need for risk protection and limited or no 

 access to insurance products. However, insurers, governments, and developmental 
agencies have begun to serve them via microinsurance (See box: Innovation in 

 microinsurance). To provide healthcare access to its low-income population, the Indian 
government launched the Rashtriya Swasthya Bima Yojna (RSBY) initiative, a health-
care financing model that makes use of public private partnership (PPP). The model lev-
erages government financing, legislation, and private sector expertise to improve Be-
low Poverty Line (BPL) household access to healthcare. Through the scheme, families 
gain access to more than 700 in-patient medical procedures for a nominal registration 
fee. 

 Insurance companies in Latin America have also started developing simple and 
 affordable mass-market products, such as extended warranty or motor hull insurance 

for cars that are more than twelve years old. Extended warranty extends a 
 manufacturer’s warranty for a specified length of time. Although its importance in pre-

mium terms is still modest, the line is growing solidly. In Brazil, for example, extended 
warranty premiums increased by 63% in real terms to USD 1.2bn in 2010. Motor hull 
insurance for old cars is based on traditional motor hull cover, but has been redesigned 
using lower sums insured and higher deductibles. This standard, low-cost product has 
allowed insurance companies to extend their covers to a segment that was previously 
excluded due to the age of their vehicles. Another example is one-month third-party 

 liability motor cover. The simplicity and affordability of the cover allows the insurer to 
sell it as a pre-paid card that the buyer can activate anytime by telephone.

 Innovation in microinsurance²⁰

 Microinsurance is a form of insurance designed to provide low-income populations, 
 primarily in emerging markets, with low-cost insurance solutions. Innovative product 
 offerings and practices have been one of the key drivers underpinning the strong 

growth of microinsurance. Microinsurance providers have been instrumental in helping 
to reduce transaction costs, expand the reach of products, and align their business 
models with the needs of low-income households. Many products often feature innova-
tive designs, leverage new technology, and make use of various conventional and 

 alternative distribution channels. 

 It is estimated that there are up to 4 billion people worldwide requiring low-cost insur-
ance protection. This translates to a total potential microinsurance premium volume of 
up to USD 40bn. The Asia-Pacific region, home to around 70% of the world’s low 

 income population, is the largest microinsurance market. Microinsurance there has 
grown rapidly over the past decade, particularly in India and Bangladesh, while new 

 initiatives are emerging in other key markets including China and the Philippines. Strong 
growth in microinsurance has also been observed in Latin America, particularly in 

 Brazil, Mexico, Peru, and Colombia.

 In the life microinsurance sector, risk carriers are increasingly designing products that 
offer more comprehensive life protection, help mobilise savings, and enable wealth 

 accumulation. There are instances of retirement products with guaranteed returns 
 being designed for low-income populations. New initiatives in life microinsurance 
 distribution include partnerships with retailers, utility providers, post offices, and 
 religious institutions. 

 In non-life microinsurance, more and more index-based weather covers for small-scale 
farmers are being produced. Microchips are being used to reduce fraudulent claims in 
livestock insurance. To provide health protection to low-income families, governments 
are increasingly developing large-scale programmes in partnership with private players 
to use mobile technology and other innovations. 

²⁰ Please also refer to sigma 6/2010 “Microinsurance – risk protection for 4 billion people”.

... microinsurance,... 

…and simple and affordable mass market 
products.

Lessons from Emerging Asia and Latin America
Drivers for top-line premium growth
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 Effective use of alternative distribution channels 
 Multiple distribution channels have helped insurers to reach a broader spectrum of the 

population in many markets. Overall, brokers and agents are still the most important 
channels. However, other distribution channels such as the Internet, retail stores, post 
offices, utility companies and other affinity groups are gaining ground and increasingly 
being used to complement traditional channel sales. 

 Bancassurance, for example, has gained importance in many countries, especially for 
the distribution of life insurance. Virtually non-existent prior to the year 2000, 

 bancassurance has developed at a fast pace in Emerging Asia and now accounts for a 
significant source of insurance sales, especially for life products. The rapid growth of 
bancassurance has been mainly driven by regulatory reforms in China and India, insurer 
desire to diversify away from costly agency distribution, and banks’ interest in broaden-
ing their income base. In Malaysia, bancassurance has been prevalent since 1993 and 
it is now the country’s primary distribution channel, contributing 50% of new life 

 business sales in 2007. Malaysia has managed to achieve the second-highest rate of 
bancassurance penetration in Emerging Asia after China. Figure 15 shows the share 
that bancassurance has as a percentage of total new life insurance premiums in 

 selected Asian countries. It indicates that bancassurance penetration in some emerging 
markets is even higher than in mature markets such as Hong Kong, South Korea and 
Singapore.
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 In 2003, China passed insurance regulations permitting banks to operate as multiple 
insurance agents. Under this new legislation, bancassurance premiums grew from USD 
730m in 2002 to a staggering USD 68bn in 2010, or about 45% of total life premiums 
in China. Most small- and medium-sized insurance companies in China now rely heavily 
on bank channels to sell savings-type products. 

 In India, bancassurance continues to derive support from newly formed or existing joint 
ventures, which usually include a domestic banking partner. In addition, rural and social 
sector requirements give insurers further incentives to use bancassurance to penetrate 
the remote rural sector. Though bancassurance is a relatively new concept in India, 
bancassurance premiums already constituted 22% of new business premiums for 

 private sector insurers in 2010. With an expanding network of over 80 000 bank 
branches and a rapidly growing middle class, this channel is growing in India.

Using multiple distribution channels 
can drive insurance growth. 

Bancassurance as a channel has 
grown rapidly in Asia in the last ten years.

Figure 15: 
Bancassurance share of total new life 
insurance premiums

Insurance regulation triggered the boom 
of bancassurance in China.

In India, bancassurance is buoyed by 
newly formed or existing joint ventures. 



Swiss Re, sigma No 5/201120

 Bancassurance is also successfully used to sell insurance in Latin America. For 
 instance, banks dominate the sales of pension-related products and individual life 
 policies in Brazil, where bancassurance has prospered because eight of the top ten life 

insurance companies belong to a bank-related holding company. Banks also dominate 
the market for individual life in Mexico and life and personal accident lines in Chile. 

 Figure 16 shows the development of bancassurance penetration in individual life 
 business in Mexico. The bars depict a rise since 2002 in individual life premiums gener-

ated, and the correlated black line illustrates the rising share of bancassurance as a 
 percentage of overall individual life premium volume. Figure 17 shows a similar strong 

rise in the contribution of bank branches as a distribution channel to insurance 
 premiums in Chile.
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Latin American markets have 
been very receptive to the concept 
of bancassurance.

Figure 16: 
The development of bancassurance 
penetration in individual life in Mexico

Figure 17: 
The development of bancasurance 
and retail store penetration in Chile 
as a percentage of total brokered 
life premiums

Lessons from Emerging Asia and Latin America
Drivers for top-line premium growth
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 Though bancassurance growth has been strong in Emerging Asia and Latin America, 
there are nevertheless challenges that compel insurers to refocus on traditional agent 
channels or explore alternative distribution channels. In China, regulations have 

 tightened, resulting in slumping bancassurance sales. For example, a rule was intro-
duced that prohibits insurance company representatives from selling insurance 

 products in bank branches. High bank commissions, lower persistency rates²¹ for 
 bank-distributed policies, and the ability of agents to sell complicated products with 

higher margins are just some of the further factors that drive insurers to seek out other 
channels. In addition, the global financial crisis and weak economic environment have 
caused sales of bank-distributed investment-linked products to fall. In the Philippines, 
life companies registered declines of up to 70% in new business premiums in 2008. 
Similarly, the financial crisis led to a drop in new business and a higher termination of 
existing bank-distributed policies in nearby Indonesia.

 Despite the growing importance of alternative distribution channels, the lingering 
 significance of traditional agency channels should not be underestimated. In most 
 markets, it will remain a major distribution source. In China, for example, many personal 

lines and small commercial accounts are sold through self-employed individual agents 
or corporate agencies. In India, individual agents contributed almost 98% of the 

 individual new business premiums for the Life Insurance Corporation of India (LIC) in 
 fiscal year 2009-2010. For private-sector players in India, the corresponding number 

was 51%, highlighting the significance of agents in sourcing life business.

 It is generally believed that the wider adoption of alternative distribution channels helps 
to stimulate insurance demand. Insurers can now tap into market segments that may be 
underserved by the traditional sales force or even banks. Other alternative channels 
may not have achieved the penetration that bank have, but are growing rapidly. In many 
countries, brokers and third-party service providers are also involved in these marketing 
channels or have been instrumental in creating them. Although data on premiums 

 generated through retail stores is generally unavailable, the trend towards using this 
channel for mass marketing is evident. In Chile, where the insurance association 

 periodically reports on the development of distribution channels, retail stores have 
 increased their share in the insurance intermediation market from 3.8% in 2001 to 

10.1% in 2008. In some lines, like group accident, sales through Chilean retail stores 
 account for as much as 40% of the intermediated premiums. Furthermore, retail stores 

in Chile have set up their own brokerage companies and exported their model to other 
countries in Latin America.

 Alternative channels of distribution (other than bancassurance) are increasingly being 
used by insurers in Emerging Asia as well, though they have yet to become a major 
source of insurance sales. Direct marketing has had some success in selected markets. 
For instance, telemarketing is often regarded as a cost-efficient channel to source 

 business and is now being used in Indonesia, Vietnam, and Thailand.²² In China, 
 however, telemarketing remains insignificant due to regulatory limitations on products 

that can be sold and regions that can be covered. The Internet is rapidly evolving as an 
important channel, not only to source information on insurance products but also for 

 insurance sales. In India, life insurers are increasingly offering term protection covers via 
the Internet. Because of their convenience and lower premium costs compared to 

 traditional term plans, the products are gaining popularity with middle- to high-income 
consumers in urban areas.

 Alternative distribution channels are also spreading rapidly to the microinsurance 
 sector. For instance, attempts are being made to distribute microinsurance through 
 partnerships with utility providers such as telecommunications companies, post offices, 

retail stores, religious institutions, and cooperative societies. Microinsurance also tends 
to bundle products and leverage the distribution networks of microcredit providers. All 
these alternative networks have enabled microinsurance providers to reach out to 

 millions of low-income people, thereby triggering rapid growth for microinsurance in 
emerging markets. 

²¹ Some analysts note that persistency (the percentage of policies remaining in force) of products sold via 
banks is still lower than the persistency of products sold via traditional channels.

²² “Alternative insurance distribution models in Asia Pacific,” Deloitte

Despite the success of bancassurance,
the distribution channel faces important 
challenges.

Traditional channels, such as agents 
and brokers, will continue to be the main 
point of contact with customers. 

Sales through alternative distribution 
channels are still generally lower 
than through traditional channels, but 
are rising both in Latin America…

…and in Emerging Asia.

Alternative distribution channels are 
also used for microinsurance products.
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 Profitability

 Over the past decade, emerging markets have outperformed industrialised markets in 
terms of direct insurance premiums growth. But what about the quality of this growth? 
This section examines a few key questions about profitability:
  How profitable are insurance operations in emerging markets?
  Does ownership structure influence profitability levels?
  Does financial conglomerate (FC) affiliation influence profitability?

 To answer these questions, the profitability of 406 life and non-life insurers²³ was 
 analysed over four years in the five largest emerging markets in Asia²⁴ and the three 

leading markets in Latin America²⁵ (see Table 3, “Premium volume by ownership 
 structure”). Among the Asian life insurers in the sample, 46% are domestic companies 

and 48% are joint ventures, yet domestic life insurance companies were found to 
 account for 86% of total life premiums. Meanwhile, foreign life insurance branches and 

subsidiaries comprised 6% of the sample but only contributed 1% of premiums. 
 According to the sample, 66% of non-life companies in Asia are domestic insurers and 

together they generate 91% of total premiums. In the three leading markets in Latin 
America, foreign players were found to have a relatively stronger presence, accounting 
for 40% and 56% of life and non-life premiums, respectively. 

 Insurer results were also broken down according to their affiliation with financial 
 conglomerates. In Emerging Asia, life insurers that were part of a financial 
 conglomerate accounted for 14% of premiums, while non-life insurers that were part of 

a financial conglomerate contributed 4% to total premiums. The shares are much higher 
in Latin America, at 53% and 28% for life and non-life, respectively.

 Life  Non-life 
 Asia Latin America Asia Latin America
Total # of insurers 125 49 188 44
By ownership structure    
– Domestic 46% 63% 66% 50%
– Foreign 6% 37% 16% 50%
– JVs 48% – 18% –
By FC affiliation    
– Part of FC 26% 35% 12% 20%
– Not part of FC 74% 65% 88% 80%
    
Total Premiums (USD m) 163 055 6 509 56 023 4 953
By ownership structure    
– Domestic 86% 60% 91% 44%
– Foreign 1% 40% 3% 56%
– JVs 13% – 5% –
By FC affiliation    
– Part of FC 14% 53% 4% 28%
– Not part of FC 86% 47% 96% 72%

 Note: The profitability indicators used to analyse non-life and life business are underwriting profit margins in 
non-life²⁶ and net profit margins in life²⁷, respectively. There were no joint ventures in the Latin American sample.

 Source: Swiss Re Economic Research & Consulting

²³ For this analysis, data from 2006–2009 on 406 insurers (legal entities) operating in Emerging Asia and 
Latin America was used. Profitability was measured in terms of net profit margins for life insurance 
business and underwriting margins for non-life insurance. The choice of profitability indicators is constrained 
by the availability of statutory information across various markets.

²⁴ China, India, Malaysia, Indonesia, and the Philippines. Vietnam, though it is a significant growth market 
in Emerging Asia, was not included because the focus was on the five largest markets by premium volume.

²⁵ Argentina, Chile, and Colombia. Brazil and Mexico would have been included in this analysis if it were 
not for limitations in data since non-life and life business data is reported on a consolidated basis in these 
two markets.

²⁶ Defined as underwriting profit/losses divided by direct premiums, where underwriting profit/losses 
are defined as premiums less claims, commissions, and internal expenses.

²⁷ Defined as net profit/losses divided by direct premiums.

This section examines the profitability 
of life and non-life insurers in the largest 
Emerging Asian and Latin American 
markets.

The profitability of life and non-life 
insurers is analysed according to owner-
ship structure...

...and in terms of affiliation with financial 
conglomerates. 

Table 3: 
Premium volume by ownership structure 
(2009 data)

Lessons from Emerging Asia and Latin America
Profitablity
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 Around 20% of life insurers in this sample of emerging market insurers registered levels 
of profitability in excess of 10%. These mainly represent insurers from Indonesia, Chile, 
and Colombia. Another 34% of insurers showed profit margins between 0% and 10%. 
On the other hand, 46% of life insurers reported negative results with 75% of them in 
China and India. The reason behind this is probably that many life insurers in China and 
India were recently established and it is generally difficult to break-even in the first ten 
years due to high start-up costs and commission structures in life insurance operations. 
(See Box, “Asian life insurance joint ventures take time to become profitable”)
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 In non-life markets, 49% of all insurers in the sample recorded negative underwriting 
margins and around 36% reported margins in the range of 0% to 10%.The remaining 
15% registered average underwriting margins of 10% or more. In Indonesia, around 
25% of non-life insurers registered average margins of 10% or above. However, none of 
the insurers in India and only a handful of insurers in China achieved positive margins 
over the period analysed.

 Therefore, although premium growth for both life and non-life business in the sample 
was high, profitability levels remained challenging. This situation may indicate an overly 
aggressive focus from insurers on top-line rather than profitable growth. Some reasons 
for the low profitability levels recorded may also include competition, high costs of 

 business development, and long break-even periods.

 In a few cases, insurers reported extremely low profitability over the four-year period. 
Usually these were small insurers, probably in the early stages of operation, where 

 higher expenses are incurred relative to premium income. Nevertheless, due to differ-
ences in reporting standards, the results of this survey sample can only be indicative.

20% of life insurers showed profit margin 
in excess of 10%.

Figure 18: 
Distribution of insurers by 
different levels of profitability, %

Around half of non-life insurers registered 
negative underwriting margins.

Some of the challenges to profitability 
include high competition, expansion 
costs, and a long break-even period.

Differences in reporting standards means 
that the survey sample results are merely 
indicative.
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 Does ownership structure influence profitability?

 Given that emerging markets are increasingly being targeted by foreign insurers, sever-
al questions arise which go beyond whether the markets are profitable or not. For 

 instance, it is important to understand the extent to which domestic players have a 
chance to compete against foreign players, or to which extent foreign players can 

 profitably penetrate the markets. A related issue is whether joint ventures are a better 
strategy than branches or subsidiaries.²⁸ Ownership structure and its impact on 

 profitability is discussed in this section. 

 To see how ownership structure affects profitability, the insurers in the sample were 
categorised as domestic insurers, foreign insurers (branches and subsidiaries) and joint 
ventures, and analysed over the 2006–2009 period. As shown in Figure 19, in life 

 insurance domestic and foreign players were found to achieve better overall net profit 
margins than joint ventures. In the non-life sector, however, it is less clear whether 

 ownership structure has an impact on profitability. The overall results suggest a similar 
level of profitability across different ownership structures, in terms of the underwriting 
profit margin of the median non-life insurer. Underwriting losses of some large 

 domestic companies could have biased the results, as illustrated by the positive, though 
marginal, profit margins of the median domestic non-life insurer. However, non-life 

 results for Emerging Asia show that the median foreign insurer tends to be slightly more 
profitable than the median domestic and joint venture insurer. This highlights the fact 
that profitability can vary across different markets and regions. 

 The relatively higher profitability of domestic life insurers was influenced by strong 
 results from a few large Chinese and Indian domestic players, such as China Life, 
 Ping An Life, China Pacific Life, and the Life Insurance Corporation of India. It should 

also be noted, however, that in both China and India, entry to foreign business in life 
 insurance is restricted, so foreign companies can only access the markets via joint 
 ventures. The market share of foreign or joint venture insurers in China is also very low. 

Aside from barriers to foreign entry, domestic insurers’ success could also be due to 
their large distribution networks, their local market expertise, and possibly lower costs 
resulting from economies of scales.

²⁸ In some markets, joint ventures are the sole permitted mode of foreign participation. For example, in the 
life insurance sector in Indonesia, India and China, foreign companies can only enter through joint ventures. 
All joint ventures reported in this survey came from Emerging Asia.

Ownership structure seems to affect 
profitability. 

Domestic and foreign life insurers generally 
report better profitability than joint ven-
tures. The impact of ownership structure 
on non-life profitability is less clear. 

Barriers to entry, wide distribution 
networks, and local market expertise may 
account for the higher profitability of 
domestic life insurers in some emerging 
markets. 

Lessons from Emerging Asia and Latin America
Profitablity
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Figure 19: 
Profitability and ownership structures
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 In the non-life sector, however, domestic companies reported worse average 
 profitability than foreign branches and joint ventures, likely reflecting the underwriting 

losses of some large domestic players. Local market conditions, such as the  
 enforcement of tariffs or compulsory insurance, are likely to have an important impact 

on profitability. Non-life underwriting results are also subject to the impact of natural 
catastrophes. Aggregate data for Emerging Asia and Latin America tend to show no 

 evidence of ownership having an impact on profitability.

 Asian life insurance joint ventures take time to become profitable

 Looking at the profitability patterns of life joint ventures in China, India, and Indonesia, a 
key observation emerges: joint ventures in Indonesia are relatively more profitable than 
those in China and India. 

 It takes the average life insurance joint venture approximately ten years to achieve 
 profitability in Asia. However, many in life insurance join ventures in China and India 

have been in operation for only six to eight years. Thus, a plausible reason why joint 
ventures in life insurance in China and India register weak profits is that they have a 
shorter operational history than their Indonesian counterparts.

 Asset valuation and reserve adjustments due to the financial crisis in recent years have 
also had a significant impact on the technical and net results of joint ventures, thus 

 delaying their break-even point. In India, new regulatory requirements have been set for 
unit-linked products, the dominant product type in the Indian life market. These 

 requirements are likely to put further pressure on life insurers’ underwriting margins in 
the short term and postpone their break-even point. 

 Figure 20 shows the profit margin of life joint ventures in China, India, and Indonesia 
and the number of years that they have been in operation. Generally, higher profitability 
is observed for those that have been in the market for a longer period of time.

 60% Net profit margin (to premium) 2008/2009
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–20%

–40%

–60%

–80%

–100%
0 3 6 9 12 15 18 21

Years of operations

Life JV in China 2009Life JV in India 2008Life JV in Indonesia 2009

 Source: National insurance regulation authorities; Swiss Re Economic Research & Consulting

Non-life profitability can be driven by local 
market conditions. 

Figure 20: 
Years of operation and net profit margin 
of life joint ventures in Asia

Lessons from Emerging Asia and Latin America
Profitablity



27Swiss Re, sigma No 5/2011

 Does financial conglomerate affiliation influence profitability?

 Increasingly, large financial conglomerates such as banks and financial institutions have 
included insurance as one of their product lines. The objective of such business 

 diversification is usually to achieve operational efficiency by leveraging existing 
 distribution channels to sell products and reduce operational costs. Meeting the 
 insurance needs of the captive market segment is another objective. For example, 
 customers requesting a mortgage loan are likely to also need mortgage life insurance 

that can be bought from the same organisation.

 In terms of life insurance profitability, an analysis of Emerging Asian and Latin American 
markets, as illustrated in Figure 21, tends to support the thesis that operational 

 efficiency and better margins can be achieved via financial conglomerates. From 2006 
to 2009, the median life insurer that was part of a financial conglomerate tended to 
register a higher average net profit margin. Success was visible across domestic and 
foreign insurers but not joint ventures. At 8.8%, the average profitability margin of a 

 median domestic life insurer affiliated with a financial conglomerate was significantly 
higher than the profitability margin of peers having no linkage to such a financial group. 
Indeed, domestic financial conglomerates were found to have a clear advantage when 
leveraging existing distribution channels and widespread networks to sell insurance 
products. Foreign life insurers affiliated with financial conglomerates also performed 
better than foreign insurers that did not belong to such groups. 
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Being able to leverage a wider, 
established distribution network is 
important for profitability.

Affiliation with large financial 
conglomerates correlates with higher 
profitability of both life insurers...

Figure 21: 
Life insurer results and affiliation with 
financial conglomerates
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Lessons from Emerging Asia and Latin America
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 In the non-life insurance sector, the study of Emerging Asian and Latin American 
 markets shows that domestic insurers that were part of a financial conglomerate were 

able to achieve relatively better underwriting margins compared to those that were not 
part of such a group. Foreign non-life insurers do about the same regardless of whether 
they are part of a financial conglomerate. Interestingly, non-life joint ventures appear to 
perform better when not part of financial conglomerates.
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...and non-life insurers.

Figure 22: 
Non-life insurer results and affiliation 
with financial conglomerates
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 How does profitability relate to economies of scale?

 While large insurers could benefit from lower expense ratios, some analysts argue that 
they suffer from increasing organisational complexity. Smaller insurers are also believed 
to be more proficient in risk selection. The empirical data does not provide conclusive 
results on these matters, but sheds some light on the relations between size, profits and 
ownership structure.

 Figure 23 shows the profitability of life insurance companies with different levels of 
 premium income and by ownership structure. The largest life insurance companies in 

Emerging Asia and Latin America are domestic companies and some joint ventures 
have also achieved significant scales. Those large domestic companies were on 

 average able to report positive results for the period of 2006–09. Small- to medium-
sized companies, whether domestic, foreign, or joint ventures, varied significantly 

 in their profitability. However, it is interesting to note that small- to medium-sized 
 domestic companies (mostly between 10 million to 100 million in premiums) achieved 

the highest profitability.
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Figure 23: 
Profitability versus premium volume 
of domestic, foreign, and joint venture 
life insurers in Emerging Asia 
and Latin America from 2006–2009
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Lessons from Emerging Asia and Latin America
Profitablity

 Figure 24 shows the distribution of non-life insurers in terms of premium volume and 
underwriting profit margin. Most of the high-margin companies are small or medium-
sized, which tends to support the hypothesis that smaller companies are better at risk 
selection. In comparison, many of the larger companies are domestic players and their 
profitability has been lower than average.
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Figure 24: 
Profitability versus premium volume 
for domestic, foreign, and joint venture 
non-life insurers in Emerging Asia and 
Latin America from 2006–2009
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Outlook

 Between now and 2021, the global economy is projected to expand by an annual 
 average of 3.7% in real terms, according to Swiss Re Economic Research & Consulting. 

This expansion will be mainly driven by emerging markets, which are forecasted to 
grow on average by 5.8% per year, compared to only 2.3% in the industrialised 

 countries. The growth contribution from emerging markets will be very strong over the 
next few years because many industrialised markets will only recover slowly from the 

 financial crisis. In the longer term, increasing demographic pressure will slow growth in 
industrialised markets. 

 By 2021, two of the world’s five largest economies will be located in Emerging Asia. 
 India’s accelerating growth momentum will boost its ranking from 12th in 2010 to 5th 

by 2021. Meanwhile, China will remain second-largest and its economy is expected to 
grow from 33% the size of the US economy in 2010 to around two-thirds its size by 
2021. Per capita income in China, as a percentage of US per capita income, will also 

 increase from 7.7% in 2010 to 15% in 2021. China and India will be joined by Brazil in 
the top 10 and by Russia, Mexico, Turkey and Indonesia in the top 20.

 Riding on stronger economic performance and industry catch-up dynamics, premium 
growth in emerging markets is expected to continue to surpass that of industrialised 
countries by a substantial margin in the next decade. Non-life insurance premiums are 
projected to grow more than twice as fast as in industrialised countries. Life insurance 
premiums are expected to outpace those in industrialised countries too, albeit from a 
much lower level. As a result, emerging markets’ share of the global life insurance 

 market will increase from 14% in 2010 to almost 26% by 2021. The share of emerging 
markets in non-life is already 16% and will increase to 22%. In absolute terms, however, 
industrialised countries will still be responsible for a bigger share of additional premium 
generated worldwide. Table 4 shows combined life and non-life premium growth by 

 region over the next ten years, and confirms this greater additional premium 
 contribution from industrialised markets despite faster growth in emerging markets. 

  Additional premiums in 
 CAGR 2011-2021 2011–2021, USD bn
 Life Non-life Life Non-life
Emerging Markets 7.9% 6.4% 820 394

Emerging Asia 8.5% 8.3% 631 218
Eastern Europe 7.5% 4.9% 39 50
Latin America 7.5% 4.5% 90 60
Middle East 8.0% 6.6% 12 45
Africa 4.0% 4.4% 48 21

Industrialised countries 2.9% 2.6% 1 344 774
World 3.9% 3.4% 2 163 1 167

 Note: Growth rates are in real terms. Additional projected premiums are in nominal terms and based on current 
exchange rates. The rates are kept constant on an inflation-adjusted basis, adjusting only for differences in in-
flation between the local currency and the USD, except for China and countries that have pegged their curren-
cy to the USD (Saudi Arabia, UAE, and Hong Kong). Source: Swiss Re Economic Research & Consulting

 Personal lines insurance in emerging markets will benefit in the coming years from the 
growth of the middle class, further urbanisation, and demographic change. Products, 
especially investment-linked, aimed at supporting savings for old age will grow rapidly. 
On the non-life insurance side, rising car ownership will contribute to the motor 

 insurance business. Currently, it is estimated that only 3% to 4% of Chinese households 
own cars, a percentage that is minimal compared with Western nations. In the US, for 
example the average household owns 2 cars. Higher disposable incomes will increase 
demand for different forms of income protection, such as mortality and disability 

 insurance. Property insurance will profit from households seeking to protect their 
 newfound wealth through insurance. Different forms of employer-provided covers, like 

those for accident and health, will benefit from a rise in formal employment.

Economic power is shifting to emerging 
markets.

In ten years, two of the world’s five largest 
economies will be emerging markets.

The insurance industry in emerging 
markets will continue to outgrow insur-
ance in industrialised countries. 

Table 4: 
Premium growth in life and non-life 
insurance by regions, forecast 2011–2021

Solid premium growth in both personal 
lines...
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 Commercial lines insurance will also continue to grow as manufacturing expands, 
 governments roll out infrastructure projects, and trade-related lines of business recover 

from the slump in past years. A strong pipeline of infrastructure projects is expected to 
underpin the growth of engineering and surety lines. In Brazil alone, for example, 

 investments in infrastructure will amount to USD 550bn (at current exchange rates) 
over the period 2011-2014.²⁹ 

 Table 5 shows a ranking of the insurance markets by premium volume, in both 2011 
and 2021. Overall, a small number of countries will dominate premium growth in 
emerging markets: 
  China will dominate growth and by 2021 is poised to become the second largest life 

and non-life insurance market globally, behind the US. Within the emerging market 
universe, China will have a share of almost 50% of life premiums and 40% of non-life 
premiums. 

  Ten years from now, the life insurance market is very likely to be even more concen-
trated than today, with the top five emerging markets (China, India, Brazil, South Afri-
ca, and Poland) having a total share of 82% of the emerging market countries. 

  Non-life will be less concentrated; the BRIC countries (Brazil, Russia, India, and Chi-
na) and Turkey will have a combined share of roughly 60% of the emerging markets. 

 

 Note: Arrows denote the direction of change in ranking between 2011 and 2021

 Source: Swiss Re Economic Research & Consulting 

²⁹ Estimated investments according to the Brazilian Growth Acceleration Programme 2.

...and commercial lines is expected.

A small number of countries will dominate 
growth in emerging markets.

Table 5: 
Ranking of top 20 markets globally 
(by premium volume)

 Rank by premiums
Non-life 2011 2021
United States 1 1 
China 7 2 
Germany 2 3 
United Kingdom 3 4 
Japan 4 5 
Netherlands 6 6 
France 5 7 
South Korea 10 8 
Italy 8 9 
Canada 9 10 
Spain 11 11 
Brazil 13 12 
Australia 12 13 
Russia 14 14 
India 18 15 
Switzerland 15 16 
Turkey 26 17 
Belgium 16 18 
South Africa 19 19 
Mexico 23 20 

 Rank by premiums
Life 2011 2021
United States 1 1 
China 5 2 
Japan 2 3 
France 3 4 
United Kingdom 4 5 
India 8 6 
Italy 6 7 
Germany 7 8 
Taiwan 10 9 
South Korea 9 10 
Canada 11 11 
Brazil 17 12 
Australia 13 13 
South Africa 12 14 
Luxembourg 14 15 
Belgium 19 16 
Sweden 15 17 
Spain 16 18 
Switzerland 18 19 
Hong Kong 21 20 
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 In order to realise the growth potential of emerging markets, certain prerequisites must 
be met. Proper government support can go a long way towards fostering the growth of 
the insurance industry. Also, the insurance business needs a predictable environment. 
This includes economic stability, legal and regulatory certainty, institutional endurance 
and the enforcement of property rights. Clients need to trust that they will obtain real 
benefits in the event of a claim, and insurers need to have confidence in the legal frame-
work that serves as a basis for their business plan.

 Policymakers can help the industry by allowing foreign players better market access, 
 either through direct participation or via risk transfer tools such as reinsurance, to 
 enhance the commercial capacity of the market. Governments can play a strong role in 

strengthening private sector incentives by devoting sufficient resources to the legal, 
 educational and regulatory infrastructure. They can also support insurance-specific 
 efforts by allowing private pensions, making health or workers’ compensation 
 insurance compulsory, and introducing and enforcing other obligatory lines of business. 

Compulsory third-party liability insurance, for example, ensures that funds are available 
to compensate accident victims, and compulsory earthquake insurance helps to avoid 
adverse selection. 

 A compass for new frontiers 

 “Emerging markets”, although often referred to as one region, is really a term for a 
 mosaic of countries with vastly different sizes, economic development levels, and 
 demographics. In much the same way, insurance markets are equally heterogeneous 

across these countries.

 In the medium-term, growth in the insurance business in a small number of countries 
will dominate all the others. Some of the reasons for their comparable speed include 
economic growth, population, the regulatory environment and the catch-up potential³⁰ 
of insurance markets. Ten countries (China, India, Brazil, Russia, South Africa, Mexico, 
Poland, Indonesia, Turkey and Thailand) will account for 84% of expected additional 
premiums.

 The smaller scale of other emerging markets will limit their attractiveness in the 
 short- to medium-term. In some markets, market sophistication and regulations also act 

as deterrents. However, in the longer term, several other markets could become 
 attractive, especially Vietnam, the Philippines, Malaysia, Ukraine, Egypt, Pakistan, Saudi 

Arabia, Colombia, Chile and Peru. The following table summarises the relative 
 attractiveness of key emerging markets based on various criteria, including market size, 

catch-up potential (penetration and density), economic outlook, population and ease of 
doing business.

³⁰ Countries with an underdeveloped insurance market, in terms of insurance penetration (premiums as % of 
GDP) or insurance density (premiums per capita), are assumed to narrow the gap to other more developed 
markets. The countries with insurance penetration or insurance density lower than the average for emerging 
markets in 2009 have the highest catch-up potential, while those with insurance penetration or insurance 
density above the global average in 2009 the lowest catch-up potential.

Proper government support and a reliable 
market environment are needed for insur-
ance to realise its growth potential. 

Compulsory insurance, privatisation of 
social security coverage and fiscal support 
can drive growth.
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Insurance
market scale Penetration* Density

Economic Ease of
doing businessOutlook Population

Emerging Asia
China
India
Indonesia
Malaysia
Philippines
Thailand
Vietnam

Central & Eastern Europe
Czech Republic
Estonia
Hungary
Latvia
Lithuania
Poland
Romania
Russia
Slovakia
Ukraine

Latin America
Argentina
Brazil
Chile
Colombia
Mexico
Peru
Venezuela

Middle East
Egypt
Pakistan
Saudi Arabia
Turkey
United Arab Emirates

Africa
Algeria
Angola
Kenya
Mauritius
Morocco
Namibia
Nigeria
South Africa
Tunesia

Criteria Total premium
volume (in USD)

Premiums
as % GDP

Premiums per
capita (USD)

Real GDP growth
(CAGR 2011–2021) Population

World Bank 
Ranking

>10bn <2.9% <91.5 >3.7% >40m 1–61
1bn–10bn 2.9%–7.0% 92–595 2.5%–3.7% 20m–40m 62–122

<1bn >7.0% >595 <2.5% <20m 123–183

* Penetration and density are indicators of a market’s catch-up potential

Source: Swiss Re Economic Research & Consulting, World Bank

Table 6:
Indicators for country attractiveness
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Conclusion

 Insurance serves a number of valuable economic functions, including enabling 
 entrepreneurship and innovation, allowing risk transfer, and helping societies save and 
 invest. This sigma has provided a survey of best practices for public and private entities 

that wish to develop insurance to protect economies and populations in emerging 
 markets from adverse risks. Its aim was also to serve as a guide for insurance 
 companies that want to better understand the growth drivers and profitability of the 

emerging markets they operate or plan to operate in. 

 Their resilience through the financial crisis and positive outlook are making the 
 emerging markets increasingly attractive to international insurers. Even though they are 

likely to face strong competition from both domestic and foreign entities, many 
 international insurers have explicitly stated that they will actively pursue opportunities 

in these fast growing markets. Banks are also likely to leverage their branch networks to 
achieve further penetration. Fierce competition will mean thinner profit margins, so 

 insurers with growth-oriented business based on top line underwriting will need to shift 
their focus towards profitability.

 In the short term, non-life insurance profitability will continue to be driven to a large 
 extent by price developments. Due to improved technical results, non-life insurance 

rates have stabilised or even declined in recent years, especially for property insurance. 
 Because of low interest rates, however, markets are not expected to soften to the same 

extent as they did in the late 1990s. For life insurers, regulation tightening across some 
markets poses short term growth and profitability challenges. Investment results can no 
longer compensate for large technical losses or support the overall profitability of 

 insurers. In addition, capital requirements imposed by new solvency regimes will place 
new pressure on insurers. Going forward, insurers will therefore need to place great 

 importance on professional and disciplined underwriting in order to maintain 
 profitability. 

 

Insurance serves a valuable economic 
function.

Fierce competition in emerging markets 
means that insurers need to pay sharp 

attention to profitability.

To achieve profitability, insurers in emerging 
markets cannot rely only on investment re-
turns and on low frequency and severity of 
catastrophe losses. Disciplined underwrit-
ing will be needed.
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