ith a total non-life premium
volume of about $165bn, the
growth markets of South,

Southeast and East Asia (excluding Japan
and ANZ) account for close to 10% of the
world’s total.

From a global perspective, the region’s
non-life reinsurance markets are
disproportionately relevant with a total
volume of an estimated $35bn, translating
into a global market share of about 20%.
What is worth highlighting is that cession
rates in Emerging Asia are among the world’s
highest, at more than double the global
average: The region’s direct insurers cede
more than 20% of Gross Premiums Written
to reinsurers.

Chart 1:
Major
non-life
reinsurance
markets in
Emerging
Asia, 2010

The reinsurers’ view

Asia Capital Re’s executive vice president, strategic
business, Kenrick Law, discusses the opportunities
and challenges in emerging Asian markets

Accordingly, reinsurance markets have
grown in tandem with the region’s non-life
direct insurance markets, some of which
have expanded at double-digit CAGRs
(e.g. China and India at around 20% and
15%, respectively) over the past ten years.
Based on the region’s robust economic,
social, demographic and regulatory
fundamentals there is no reason to believe
that this growth momentum will abate
anytime soon.

LOW INSURANCE
PENETRATION OFFERS MAJOR
CATCH-UP POTENTIAL

Asia is seeing strengthening intra-regional
trade links as well as a shift from export- and
investment-led growth towards a higher
importance of consumption. Emerging
Asia’s economies are poised to remain on a
steep growth trajectory, with the economic
slowdown in the developed markets of
Europe and North America not expected to
impact the region’s fortunes as adversely as it
would have 10 or 15 years ago. Underpinned
by continuing economic growth, non-life
insurance markets in Emerging Asia are
likely to keep expanding atan even faster pace
than underlying GDPs: Non-life insurance
penetration, i.e. premiums as a share of GDP,
is still at less than half the global average of
3% and, accordingly, offers significant catch-
up potential.
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DEMOGRAPHIC AND SOCIAL
TRENDS RESHAPE RISK
LANDSCAPE

Emerging Asia is home to close to 60% of
the world’s population. By 2030, according
to the Asian Development Bank, 55% of
Asians are expected to live in urban areas, up
from a mere 25% in 1980. The rapid rate of
urbanisation, with increasing infrastructural
developments in key areas of housing, power,
transportation and telecommunication, is
likely to aggravate risk exposure. The OECD
estimates that, by 2020, Asia will account for
55% of the global middle class, as compared
with its current share of just 30%. These
demographic and social trends will bolster
insurance demand as insurable corporate
and, in particular, household assets such as
motor vehicles and residential property and,
accordingly, sums insured are expected to
grow disproportionately. Personal lines (e.g.
health, personal accident and household
insurance) will experience a particular boom,
increasingly catching up with commercial
lines which traditionally drive insurance
market growth at early stages of development.
Reinsurance demand is anticipated to
grow in tandem, albeit at varying pace with
locally-distinct characteristics among the
various markets, as direct insurers seek
capital relief to sustain their rapid growth
as well as risk management expertise to
address the challenges of a more complex and
interdependent risk landscape.

DEREGULATION AND
LBERALISATION POSE
CHALLENGES

Specific regulatory trends, which are of
utmost importance in influencing the region’s
reinsurance markets, need a particularly
careful and differentiated analysis. The
removal of tariff systems, if replaced by cut-
throat competition, islikely to dent the growth
and profitability prospects for both insurers
and reinsurers. Another important trend
is the ever larger footprint of multinational
insurers in the region, enabled by the
dismantling of barriers to market access. As
the market share of these well-capitalised
and globally diversified giants increases,
the current buoyant aggregate cession rates
may be poised to decline. Consolidation
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