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Opportunities in reinsurance
The lack of insurance coverage in the region presents a challenge and also a huge growth potential, reports TEH SHI NING

R

EINSURANCE in Asia has immense growth potential, and
Singapore is in a good position
to take advantage of this, insurance leaders say.
With the growth of China
and India powering Asia’s
economies and with the region’s increasingly sophisticated financial
markets, the lack of insurance coverage signals both a challenge and huge opportunities
for reinsurance growth.
Last year’s financial crisis demonstrated
the resilience of global reinsurance.
“Most of the sector weathered the financial
crisis unscathed, apart from those who forayed into quasi-banking activities,” says Munich Re Singapore’s chief executive and principal officer Kua Ka Hin, who thinks his company’s emphasis on integrated risk management helped too.
Jon Song, Lloyd’s general representative
in Singapore and managing director of
Lloyd’s Asia, says it, too, has been “quite fortunate in this crisis”, thanks to its philosophy of
“quality underwriting for profit rather than
trying to leverage investment returns to recoup losses”.
And though the economic downturn that
followed hit demand for particular classes
such as trade credit, its impact overall was
still minimal.
Mr Song says that there is now “not much
activity in alternative risk transfer or insurance linked securities”, a trend which he
thinks parallels how risky derivative products
in the financial markets have fallen out of fashion as people returned to basics. “For insurance, that’s back to traditional reinsurance
products,” he says.
“We think 2010 is going to be quite challenging, reason being we’ve had quite benign
claims the past couple of years, so there is excess capacity and rates are softening across
most lines,” says Mr Song.
But a longer-term effect of the crisis, has
been to highlight the opportunities in Asia. “I
think markets in Asia are still considered a
great window of opportunity for many global
insurers, given their relative resilience compared to Western markets, and high growth
rates,” Mr Song says.
“Many insurers are looking elsewhere other than the big markets of US and Europe, diversifying and going directly into the markets
in Asia,” he adds.
But the reason behind the “benign” claims
of recent years, underscores both a huge challenge and opportunity for reinsurers in Asia.
For instance, Lloyd’s has historically been
a large player in the energy classes of business, casualties and major liability classes,
but “nothing really big has happened on a
very global scale or in very industrialised
countries, which had huge coverage” in recent years, says Mr Song.

“Unfortunately, we saw quite a few earthquakes in China, Indonesia and the Philippines, but these countries do not have large
amounts of insurance coverage.”
Last year, over a third of all natural disasters worldwide happened in Asia. These also
contributed to 71 per cent of resulting fatalities and 31 per cent of resulting economic
loss. However, only 7 per cent of these were
insured, according to research compiled by
Munich Re.
Asia’s extremely low insurance penetration rate which presents both a threat to consumers and economies, and an opportunity
for insurers and reinsurers. “To raise that insurance penetration, we’ll need a lot more education and awareness,” Mr Kua says.
Natural calamities and disasters often rake
up losses far too huge for a single insurer to
carry. Reinsurance enables insurers to
spread risks such that no single chain of
claims can seriously threaten their financial
well-being. It also enables risks to be transferred globally, so that no single series of losses has too large a financial impact on a single
economy.
“Insurance is in a sense the backbone of
the economy. One tends to think that the
bank’s lending system runs the economy, but
who sustains the risks of, say, construction or
business operability? It’s insurance,” says
Mr Kua.
And the transfer of risks from companies
to insurers, and from insurance companies to
reinsurers, is what “ensures economic viability, because having those risks on the balance
sheet would be unsustainable”, he explains.

Regional reinsurance hub
In that sense, reinsurance demand is bound
to rise as an economy grows and financial
markets deepen. But the nurturing of a reinsurance industry and developing Singapore
as a reinsurance hub require more deliberate
policy action to attract professional reinsurers.
One measure of the growth of the reinsurance industry here could be the membership
of the Singapore Reinsurers’ Association,
which has grown from 11 companies in 1979
to more than 30 reinsurers now.
But sharper growth has come in recent
years. Lloyd’s Asia for instance, has grown
dramatically, from just three trading entities
on its platform in 2005, to 17 by 2009. Gross
premiums written also rose from US$48 million to US$230 million over the same period.
It has become a competitive industry and
the “reinsurers that set up shop here largely
look at the region as well as Singapore,” says
Mr Kua. “Singapore is geographically
well-placed too, and allows people to fly off to
Australia, Indonesia, Vietnam to service clients there,” Mr Song says.

Mr Kua: ‘Insurance is in a sense the
backbone of the economy. One tends to
think that the bank’s lending system runs
the economy, but who sustains the risks of,
say, construction or business operability?
It’s insurance.’

Mr Song: ‘It’s like a football club which
could buy a well-known striker... or groom
a local player... Sometimes, grooming is
both cost effective, and offers the
opportunity for fresh talent to grow with
the company’s culture and expectations.’

Business written here is mostly from
abroad, given the limited local market. “We
have seen business placed here originating
from as far as the Middle East and China, as
well as other parts of Europe,” he says.
While there has been much growth,
Mr Song “wouldn’t say it’s a mature industry
here yet”, as there have not been many technical experts in Singapore’s reinsurance industry historically.”
Expertise is coming in though. “Now that a
few energy underwriters have come from London to Singapore, more brokers are also coming to place that class of business here,” he
says.
Mr Song thinks that it was critical to
Lloyd’s growth too, that the international players placed decision makers on the ground
here in Singapore. “If we had set up a platform here, but decision making was placed
back in London or elsewhere, this would not
have worked,” he says.
Both leaders agree that growing a local talent pool in tandem with the insurance industry’s growth is important.
The hiring that takes place still tends to be
of experienced insurance professionals from
within the industry. “It is a cause for concern.
If we keep recruiting the same people, this
pool of experts will diminish as people retire,”
says Mr Song.
For now, any talent shortage is no opera-

tional risk yet, and is more at the underwriting and claims handling levels than at the
management level, Mr Kua says.
Acknowledging that reinsurers are usually
hesitant to hire fresh graduates, Mr Kua explains: “If you look at reinsurance, ideally the
natural chain of development is such that a
fresh graduate will move into insurance first,
and having accumulated underlying knowledge and experience then move into reinsurance.”
But the push for innovation beyond traditional reinsurance, has encouraged some reinsurers to look into recruiting fresh graduates
direct too, he says.
Mr Song thinks that the industry “should
be open to coaching and grooming talent”.
“It’s like a football club which could buy a
well-known striker from another club, or
groom a local player to become that lead striker. Sometimes, grooming is both cost effective, and offers the opportunity for fresh talent to grow with the company’s culture and
expectations,” he says.
He hopes to see more insurance companies here “hire young, bright talent and give
them the exposure”. And he thinks that more
insurers and reinsurers could also “take a
risk and hire mid-career professionals like
myself”.
Prior to joining Lloyd’s in 2006, Mr Song
spent 11 years in the finance, legal, banking

and management consultancy sectors in the
US and Hong Kong. “I guess Lloyd’s took a
leap of faith at that time, hiring me, but it
seems to have worked so far,” he says.
Apart from the plus of returning home to
Singapore after working abroad for so long,
he sees other pull factors in insurance. These
include a better work-life balance compared
to his banking and consultancy days and the
stability of a relatively recession proof business, since “there are areas of businesses that
you always need insurance coverage for”.
Mr Kua has had a longer career in insurance, but started out as a civil engineer who
moved into construction loss-adjusting before
becoming an underwriter.
He has been with Munich Re’s Kuala
Lumpur, Taiwan and Singapore offices for 18
years in all now, and likes the global perspective his work provides. “One may work in an
MNC, but still be very much involved in local
operations only. But reinsurance is a global
business, because we have to spread our risks
globally,” he says.
“If you are someone who loves to grow
deeper into a field, reinsurance allows you to
do that too,” he says. “Munich Re is also
known as the ‘House of 100 professions’: lawyers, geo-scientists, actuarists, all sorts of
technically trained specialists,” he adds.
The General Insurance Association of Singapore, with the support of the Monetary Authority of Singapore, has been working to
raise the profile of the insurance industry
here in the universities and among fresh graduates with talks, fairs and internship
schemes. This will go some way to changing
the image of the industry, Mr Kua thinks.
“Every market has this problem, not just Singapore. Insurance is always not as high profiled as the banking sector,” he says.
There have already been suggestions for
the universities to revive insurance degree
programmes, but Mr Kua says that he would
go a step further to suggest having post-graduate programmes in insurance too, as “that
would raise the prestige of professionals and
allow undergraduates to see a path of progression for themselves”.
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Learning the ropes in the
reinsurance business
‘Listening to the
brokers and
underwriters talk
makes you realise
how much
information and
knowledge they
must have. They’re
very intelligent,
effective and
efficient.’
– Ms Tan

Knowledge base: Ms Tan (far right) with the Communications Team from Lloyd’s of London; during her stint
there, she helped the market intelligence team analyse the competitive reinsurance landscape in Singapore

Discovering an interest in insurance
By TEH SHI NING
READING about Hurricane
Katrina and the investigations that followed, Tan Si
Yng was particularly intrigued by reports of reinsurers’ losses.
It sparked an interest in
reinsurance, then still unfamiliar territory to the NUS
Business student, who was
majoring in marketing and
finance. That brief introduction to reinsurance led her
to apply for the General Insurance Association’s Global Internship Programme
(GIP) last year.
“It was my first
full-fledged internship with
a structured programme,
and I came out of it with a
much better understanding
of the industry,” says
Ms Tan, 23.
Now that she has completed her final-year university examinations and has
begun to look for a job, the

value of her GIP participation has become more real.
“I think it made me
more aware of where my interests lie and what my
strengths are,” she says.
“I’d like to move into
market intelligence and research, and I’m looking at
opportunities in the general
insurance industry and other industries too.”
Her keenness for market
intelligence and research-related work was
discovered during a
four-week stint with
Lloyds’ of London under
the GIP from May to June
last year, with a fortnight
each at the Singapore and
London offices.
Tasked with helping the
market intelligence team at
Lloyd’s analyse the competitive reinsurance landscape
in Singapore, Ms Tan
helped gather information
and statistics from the Monetary Authority of Singa-

pore and make sense of
those statistics for Lloyd’s
syndicates.
“It made use of my general business knowledge,
for instance applying a macro-economic analysis of the
economy and sector in general and then moving down
into the different industries
that Lloyd’s has an interest
in,” she says.
She had the opportunity
to study the regulations in
different jurisdictions as
well, to see how they would
apply to Lloyd’s syndicates
with a presence across borders.
Having seen the Lloyd’s
market, Ms Tan then got a
taste of life on the companies side of the industry in
a second six-week stint at
QBE, which included a fortnight in its Sydney office.
With this came exposure
to all the different business
units within a company, via
her rotations from the mar-

keting and finance to the underwriting and actuarial divisions.
Lingering misconceptions about the industry
were also swept away.
“Many people still think
‘insurance agents trying to
push deals’ when they
think of insurance, but it’s
just not true on the general
insurance side,” she says.
“Listening to the brokers and underwriters talk
makes you realise how
much information and
knowledge they must have.
They’re very intelligent, effective and efficient,”
Ms Tan says, describing
her time in a “box” on
Lloyd’s famed trading floor
in London, where brokers
and underwriters meet to
cut deals.
Ms Tan’s GIP experience led her to take an insurance module in her next
semester at university – an
uncommon
option.

“Though there’s a lot of potential for business students in the general insurance industry and for other faculty’s students too actually, few are aware of the
opportunities,” she says.
One project she was involved in at Lloyd’s had to
do with attracting young talent.
“They believe that bringing young people in will
help them to grow faster
and raise capacity,” she
says, adding that the GIP
has helped raise awareness
of the industry among
young
undergraduates
here in Singapore.
“It’s rare to have dedicated mentors, as we did on
the programme, who can
really teach you so much,”
she says.
“People who took the
time to sit down and have
coffee with me who were
willing to pass on their
knowledge and experience.”

By TEH SHI NING
WITH a father who built his
career in general insurance, Andy Neo was naturally better acquainted with
the industry than most of
his peers.
“General insurance is so
integral to the finance industry, but many do not distinguish it from the life insurance side or think much
of it. I wanted to prove people’s
misconceptions
wrong,” says the 25-yearold who has just graduated
from the National University of Singapore with a degree in finance.
That, and an interest to
delve deeper into general insurance, was what motivated him to pursue first, an
internship in an insurance
company in Cambodia, and
then, a place on the Global
Internship Programme
(GIP) organised by the General Insurance Association
of Singapore.
Although he was one of
the few participants who
did not get to experience
the programme’s “global”
element via an internship
abroad, his 12 weeks at Munich Re’s casualty department here in Singapore still
deepened his prior acquaintance with general insurance into something
more substantial.
While on the programme from May to July
last year, he was tasked
with an in-depth study of
motor
insurers
in
South-east Asia. This exposed him not only to the inner workings of reinsurance (or insurance for insurers, a key pillar of Munich
Re’s business), but also facilitated the “global” element of his internship experience.
“I had to work with colleagues from Hong Kong
and the headquarters in
Germany, who were inte-

Understudy: Mr Neo and mentor Alexander Lay;
Mr Neo interned at Munich Re’s casualty department
rested in the study as well,
so that was pretty cool,” he
says.
Information was scarce
though. He had to find out
accident rates, premiums
charged to the motor insurance companies who were
their clients, claims handled, projected charges and
other details, to put together an accurate picture of insurance companies in the
South-east Asian markets,
so this meant working with
different departments within Munich Re too, such as
its client management
team.
Mr Neo says that it was
interesting to notice both
the obvious differences between an insurance company operating in a less developed market such as Cambodia’s, compared to a multinational in Singapore, as
well as the subtler differences in culture.
In Cambodia, a key lesson for him had been in “engaging the people there, because they were all so quiet
and reserved initially, especially with a stranger like
myself”.
Working in a German
company in Singapore, he
was struck by and admired
how “the hierarchy structure is very flat, people
could walk into the supervisor’s office to speak to him,

share views with the higher-ups and learn from their
analysis and strengths too”.
“And they are quite direct and will tell you
straight to your face if they
think your work’s not
good,” he says. But that did
help with his study of
South-east Asia’s motor insurance markets, which he
had to present to key management personnel at the
end of his stint.
“Reinsurance is important to the insurance industry, to the finance industry
as a whole. And reinsurance companies have to be
well-capitalised and risk
averse, to manage their balance sheets,” says Mr Neo.
Though he is currently
also exploring riskier sectors for a first job, perhaps
to match his higher risk tolerance as a fresh graduate,
Mr Neo says that the insurance industry is one he
would “love to join” in the
future.
He considers the GIP to
be a key stepping stone between university and the industry, which is now looking to expand its talent
pool.
“It’s about re-educating
people, shining more light
on the industry, which is important especially if we really want Singapore to be an
insurance hub,” he says.

