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SICO Perceives Strong Outlook for Major Players in Saudi Insurance
Market

In the short-term, SICO perceives a positive outlook for the insurance market. Insurers in the healthcare
sector should expect a temporary boost to their earnings owing to lower claims in 2Q20 as a result of less
frequent hospital visits due to the coronavirus lockdown. As the lockdown eases, SICO estimates that more
than 80% of those deferred claims will spill over to the second half of the year. Both Bupa Arabia and
Tawuniya have booked higher claims in the first half of the year to future earnings volatility, contrary to
industry trends. Insurers in the motor sector should not expect higher claims on the back of the lower claims
during lockdown. These benefits, however, will boost earnings, although they might be partially offset by the
two months premium waiver offered by the insurers. This is the view of a recent report published by SICO
Research, a division of Bahrain-based regional asset manager, broker and investment bank SICO BSC (c).

The report considers that the medium to long-term also bodes well for health insurance, with revenues
expected to increase driven by new policies purchase for both residents and visitors, along with higher
premium led by medical inflation. Insurance policies by Saudi residents is expected to increase owing to
greater enforcement of mandatory health insurance for Saudi nationals in the private sector and as public
sector entities opt for private health insurance to lower the burden of medical infrastructure on the Saudi
government. As more Saudi nationals join the workforce and replace expats, this may lead to higher valued
insurance products.

Starting FY20, it has become mandatory for Umrah and tourist visa holders to purchase health insurance. This
new revenue is expected to contribute 7-8% in additional premium to the health insurance sector, once the
ongoing situation stabilizes. The Saudi government is targeting a total of 15 million pilgrims in 2020-2021,
growing to 30 million by 2030 compared to the 9 million visitors it received in FY18-19. An additional 10 million
pilgrims would add an expected 6% to the sustainable health premium collection.

Exhibit 1. Health Insurance for the new segment would positively boost the premium collection for Saudi health Insurers
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GWP per life has witnessed strong growth in the KSA, with a 7% CAGR in 2012-2019 and an average of
12% in the past two years. Changes to the ‘Table of Benefits’ every three to four years combined with high
medical inflation are expected to continue supporting gross written premium growth by an average of 4-6%
each year

Exhibit 2. Strong sustained growth in GWP/life driven by medical inflation
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The fragmented nature of the Saudi motor insurance market is expected to continue pressurizing
margins, however, with recent regulations resulting in stricter enforcement of motor insurance may
result in higher volumes. The emergence of online motor aggregators is expected to further
encourage price competition and squeeze insurance margins as they receive commissions, with
motor GWP migration to online aggregators in 2019 amounting to approximately SAR 2-2.5 billion
out of a total of SAR 9 billion.

Saudi Insurance sector

a7
5% 3% - 2%

L 5%
-

m Engineering

= Savings
Property
23% Accidents
= Motars
59%
m Health

QOthers

sicobank.com



S/ CO Press Release

Est1995

Manama, Kingdom of Bahrain: 1 September 2020

About SICO

SICO is a leading regional asset manager, broker, and investment bank. Today SICO operates under a wholesale banking licence from
the Central Bank of Bahrain and also oversees three wholly owned subsidiaries: an Abu Dhabi-based brokerage firm, SICO Financial
Brokerage, a specialised regional custody house, SICO Fund Services Company (SFS), and a Saudi-based asset management provider,
SICO Financial Saudi Company. Headquartered in the Kingdom of Bahrain with a growing regional and international presence, SICO
has a well-established track record as a trusted regional bank offering a comprehensive suite of financial solutions, including asset
management, brokerage, investment banking, and market making, backed by a robust and experienced research team that provides
regional insight and analysis of more than 90 percent of the region’s major equities. Since inception in 1995, SICO has consistently
outperformed the market and developed a solid base of institutional clients. Going forward, the bank’s continued growth will be
guided by its commitments to strong corporate governance and developing trusting relationships with its clients. The bank will also

continue to invest in its information technology capabilities and the human capital of its 100 exceptional employees.

Media Contact:
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Head of Corporate Communications, SICO
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