THE QUARTERLY REPORT ON THE RESULTS OF THE

SHORT-TERM INSURANCE INDUSTRY
FOR THE PERIOD ENDED 30 JUNE 2018




CONTENTS

INDUSTRY RESULTS - PRIMARY INSURERS
INDUSTRY RESULTS - TYPICAL INSURERS
INDUSTRY RESULTS — CELL CAPTIVE INSURERS
INDUSTRY RESULTS — CAPTIVE INSURERS
INDUSTRY RESULTS — NICHE INSURERS

INDUSTRY RESULTS — REINSURERS

THE QUARTERLY REPORT ON THE RESULTS OF THE SHORT-TERM INSURANCE INDUSTRY FOR THE PERIOD
ENDED 30 JUNE 2018.

11
15
19
23

Page 2


file:///C:/Users/Herbert.moremi/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Herbert.moremi/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/YV9RMXXP/ST-SPECIALR%20-%2030%20June%202013v4.doc%23_Toc365366407

SPECIAL REPORT ON THE RESULTS OF THE
SHORT-TERM INSURANCE INDUSTRY

12 months | 12months | 6months : 6 months

ended ended ended ended

December December June June

2006 | 2017 | 2017 . 2018 |

Gross Premiums R’'m 117,577 128,557 64,040 68,442
"""""" Ofwhich: foreignss | 27 . 25 25 i 53
Reinsurance R'm 34,878 39,985 19,326 20,063
""""" Of which: proportional % | ses . 832 | sas | 861
""""" Of which: non - proportional % | 131 1es | 155 . 139
Net premiums R'm 82,699 88,572 44,714 48,379
-w“t;y business class: ;;J;;;%* wwm;.9 32: ww 32.7 31.7
by business class: Transportation % 2.4 2.2 23 2.0

by business class: Motor % 45.2 44.7 43.9 43.2

by business class: Accident & health % 4.2 4.2 4.3 3.4

by business class: Guarantee % 2.3 3.1 3.0 45

by business class: Liability % 7.0 7.8 8.0 8.6

by business class: Engineering % 2.8 2.6 2.5 2.6

by business class: Miscellaneous % 3.3 33 33 40 |
Claims incurred R'm** 46,840 49,067 22,863 22,570
Underwriting profit/(loss) R'm 10,393 11,314 6,464 8,723
Underwriting and investment income R'm 17,074 19,597 10,573 12,381
Total Assets R’'m 138,349 152,498 149,228 161,643
Total Liabilities R'm 80209 | 86394 & 87,729 | 92,266
CARamount R’'m 25,887 | 27,528 | 26,930 | 28,867 |
Insurance risk capital % 68.9 68.3 66.0 671 |
Market risk capital % 125 125 | 152 138 |

Credit risk capital % 67 | 61 62 62

Operational risk capital % 119 131 | 12.6 12.9

* Business class is expressed as a percentage of the net written premium.
**  Claims incurred takes into account the opening and closing balance of the Outstanding Claims (OCR) and Incurred but not Reported (IBNR)
Provisions.
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/ 12 months 12 months 6 months 6months\§\

. ended | ended | ended | ended
Performance indicators: : ; :
December : December | June ; June
2006 2017 2017 | 2018

Net premium increase (yoy) % 1 7 6 8
Loss ratio * 57 56 54 50
Combined ratio *¢ 87 77 75 73
Management expenses ** 25 25 24 24
Commission ** 6 5 5 5
Underwriting profit/(loss) ratio ** 13 13 15 18
Underwriting and investment income ratio ** 21 22 24 26
CAR cover (median) 22 22 22 22

N T A Y

* Expressed as a percentage of net earned premium during the period.
**  Expressed as a percentage of net written premium during the period.
*¢  Claims + commission + expenses less total investment income as a percentage of net earned premium.

Underwriting results

The following graph indicates how underwriting and operating (including investment income) results of the
primary insurers have fluctuated over the past sixteen years.

Operating and underwriting income ratio trends*®
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*  Results expressed as a percentage of net premium.
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The diagram below indicates the claims ratio according to the classes of policies of primary insurers
(excluding reinsurers) for the calendar years 2016 to 2017 and the first six months of 2018:
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* Lower than usual claims in the property and engineering classes of business were as a result of claims refund received by three particular
insurers.
**  Negative claims in the guarantee class of business were as a result of the refunds received by one particular insurer.
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Investment Composition

The composition and categories of assets for primary insurers (excluding reinsurers) for the years ended
December 2016 to 2017 as well as comparative figures for the first six months of 2017 and 2018 were as
follows:

4 | | )

. As at ’ As at ; As at ; As at
Kinds of assets | December 2016 ’ December 2017 June 2017 June 2018
¢ R’million % | R’million % R'million % | R'million %
Shares 35,846 26 ’ 39,005 26 : 37,362 25 : 39,698 25
covernmentsemigovernment | 20095 17| 2s0s1 19 | 2736 18 30190 19
 Debentures and mortgages | 279 2 7660 5 7122 s 9590 6
Coshanddeposits | 47433 34 | 50902 33 slee7 35 sae13 32
Fixedasss . 1a0 1 1s12 1 a1 176 1
ouswndingpremums 1079 8 | 12104 8 | 1106 7 13806 9
Cpebtors 830 6 oms 6 082 7 9673 6 |
Other assets 7,061 5 ; 2,400 2 2,040 1 2,497 2
CTotal 138349 100 | 152498 100 149228 100 161643 100

CAR cover ratios - primary insurers

The following table indicates the ratio of surplus assets to capital adequacy requirement (CAR) of the
primary insurers (excluding reinsurers):

( )
CAR cover ratio
December 2016  December 2017 June 2017 June 2018
Covered 0-1 times 0 0 0 1*
Covered 1-2 times 31 32 30 30
Covered 2-5 times 31 28 32 28
Covered 5-10 times 9 10 9 11
Covered 10+ times 7 7 6 6
\ J

*  The necessary regulatory action has been taken against the one insurer that did not meet financial soundness requirement.
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12 months 12 months 6 months 6 months

ended | ended | ended @ ended

December | December |  June . June

2016 | 2017 2017 | 2018
43,552 46,680

Gross Premiums R'm 84,642 90,366
Ofwhichiforeign® | 33 30 31 . 29
Reinsurance R’ 24,498 27,070 13,304 14,049

o Of Wthh propomona// 88 0 84 1“ 87 4 87 5

OfWhICh non - proportlonal/ 12 O 15 9“ - 12 6 12 5
Net premlums R' 60 144 63 296 30 247 32 631 I

- by busmess class Property /* 31 9 30 8- 30 1 30 7

by busmess class Transportat/on / 22 2.1

21 | 19 |

by business c/ass Motor / 54.7 56.7
by business class Acc1dent& health / 2.3 2.6

by business class Guarantee / 08 0.8

T
T
-
a—
T

by business class Llabll/ty /
by business class Engmeermg /

by business class: Miscellaneous %

Claims incurred R'm**

Underwriting profit/(loss) R'm
Underwriti;;;;;investmen;l;c;me R'm
Total Assets R'm

Total Liabilities R'm

CAR amount R’'m

Insurance risk capital %
Market risk capital %

Credit risk capital %

Operational risk capital %

*  Business class is expressed as a percentage of the net written premium
**  Claims incurred takes into account the opening and closing balance of the Outstanding Claims (OCR) and Incurred but not Reported (IBNR)
Provisions.

Typical insurers, for the purpose of this report, are those insurers who offer most types of policies to mostly, the general public.
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6 months 6months§

/ 12 months 12 months

Performance indicators: ended ended E ended ended
December | December | June ; June :

2006 | 2017 2017 | 2018 |

Net premium increase (yoy) % 5 5 J} 5 : 8
Clesseatior | o2 s9 s 52
 Combinedratio*e | o &8 s 78
© Managementexpenses ™ | 3 w u 25
commission* | 7 S 6
© Underwriting profit/(loss) ratio ** | o n w17
* Underwriting and investment income ratio ™ | 30 T 9 0 23
©surplus assetratio (median) | 2 0 2 510 53
© CARcover (median) | 18 i o 9 19
T A "/

* Expressed as a percentage of net earned premium during the period.
**  Expressed as a percentage of net written premium during the period.
*¢  Claims + commission + expenses less total investment income as a percentage of net earned premium.

Underwriting results

The following graph below indicates how underwriting and operating (including investment income) results
of the typical insurers have fluctuated over the past sixteen years.

Operating and underwriting income ratio trends*
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* Results expressed as a percentage of net premium.
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The diagram below indicates the claims ratio according to the classes of policies of typical insurers for the
calendar years 2016 to 2017 and the first six months of 2018:
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*  Lower than usual claims were as a result of a refund received by one major insurer from its reinsurer.

Seven of the thirty-two insurance companies classified as typical insurers reported underwriting losses
and six reported operating losses for the period ended June 2018 compared with nine who reported
underwriting losses and six who reported operating losses for the year ended December 2017.
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Investment Composition

The composition and categories of assets for typical insurers for the years ended December 2016 to 2017
as well as comparative figures for the first six months of 2017 and 2018 were as follows:

e 2

As at | As at i As at As at
Kinds of assets . December2016 | December 2017 June 2017 June 2018 '

_ R’million % ¢ R’million % i R’million % | R'million %

Shares 17,801 28 17,298 25 17,446 26 17,638 25
© Government&semi-government | 5541 9 | 6987 10 | 6770 10 | 7969 11 |
 Debenturesand mortgages - 1494 2 | 1841 3 | 1se4 2 | 2312 3
Cashanddeposits | 2192 35 | 24714 36 | 24204 36 26248 38 |
Fxedasses 1239 > 128 2 L83 2 1282 2 |
Oustandingpremiums | 7281 12 | 849 12 | 675% 10 | 7438 10
Cbebtos . eea3 11 77758 11 . 8s® 13 7371 10
Otherassets | 653 - r . s3s  1 827 1 | 82 1
Tl 62615 100 = 69217 100 . 67600 100 = 71,129 100

CAR cover ratios - Typical insurers

The following table indicates the ratio of surplus assets to capital adequacy requirement (CAR) of the
typical insurance companies.

( )

CAR cover ratio
December 2016  December 2017 June 2017 June 2018
Covered 0-1 times 0 0 0 1*
Covered 1-2 times 20 19 18 18
Covered 2-5 times 12 12 14 12
Covered 5-10 times 0 1 0 1
Covered 10+ times 0 0 0 0

J

The necessary regulatory action has been taken against the one insurer that did not meet financial soundness requirement.

*
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12 months : 12 months 6 months : 6 months

ended : ended ended : ended
December : December June : June
2016 : 2017 2017 : 2018
Gross Premiums R'm 15,631 18,566

0.4

6,319

by business class: Property %*

by business class: Transportation %

by business class: Motor %

by business class: Accident & health %

by business class: Guarantee %

by business class: Liability %

by business class: Engineering % 1.0 1.0 | 1.0 : 20
by business class: Miscellaneous % 4.9 8.3 E 7.3 9.2
Claims incurred R'm** 4,516 5,914 ; 2,479 2,679
Underwriting profit/(loss) R'm 3,436 1,807 3 1,264 1,432
Underwriting and investment income R'm 4,893 3,526 % 2,091 2,286
Total Assets R'm 23,344 27,894 j 27,163 31,459
Total Liabilities R’'m 14,147 17,017 2 16,807 19,147
CARamount R’'m 3,208 | 3,649 | 3,205 | 3,767 |
Insurance risk capital % 778 760 737 | 739 |
Market risk capital % 2.8 2.8 j 3.1 3.5
Credit risk capital % 33 49 69 | 6

Operational risk capital % 16.1 16.3 | 16.3

*  Business class is expressed as a percentage of the net written premium

**  Claims incurred takes into account the opening and closing balance of the Outstanding Claims (OCR) and Incurred but not Reported (IBNR)
Provisions.

#  During the period under review one cell captive insurer increased its reinsurance arrangement from non-proportional to proportional category.

2 Cell captive insurers, for the purpose of this report, are those insurers who offer insurance structures on a cell ownership basis for first party and
third party cell owners.
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/ 12 months 12 months 6 months 6monthm
ended | ended | ended . ended |

December | December = June :  June
2016 | 2017 | 2017*** | 2018

Performance indicators:

Net premium increase (yoy) % -3 9 11 -9
Loss ratio * 41 | 53 | 30 47
Combined ratio *¢ 69 | 69 | 49 60 |

Management expenses ** 25 27 34 23

Commission ** 3 2 4 1
Underwriting profit/(loss) ratio ** 31 15 57 20
Underwriting and investmentincome ratio ** 44 29 70 31

Surplus asset ratio (median) 60 82 146 74

CAR cover (median) 41 23 28 | 21

* Expressed as a percentage of net earned premium during the period.

**  Expressed as a percentage of net written premium during the period.

***  Figures were restated during December 2017.

*¢  Claims + commission + expenses less total investment income as a percentage of net earned premium.

Underwriting results

The following graph indicates how underwriting and operating (including investment income) results of the
cell captive insurers have fluctuated over the past thirteen years.

Operating and underwriting income ratio trends*®
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*  Results expressed as a percentage of net premium.
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The diagram below indicates the claims ratio according to the classes of policies of cell captive insurers
for the calendar years 2016 to 2017 and the first six months of 2018:
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Motor 68%
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*  Three cell captive insurers experienced higher than usual claims in the property, transport and engineering classes of business.
**  Negative claims in the guarantee class of business were as a result of a refund received by a particular insurer.

Of the five operational cell captive insurers, none have reported underwriting or operating losses for the
period ended June 2018 compared with none who reported underwriting or operating losses for the year
ended December 2017.
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Investment Composition

The composition and categories of assets for cell captive insurers for years ended December 2016 to
2017 as well as comparative figures for the first six months of 2017 and 2018 were as follows:

s —

As at | As at i As at As at
Kinds of assets . December2016 = December 2017 June 2017 . June2018

_ R’million % ¢ R’million % i R’million % | R'million %

Shares L 2,707 12 3397 12 2859 1 3905 12
 Government & semi-government | 6726 29 | 7561 27 | 6646 24 | 7675 24 |
 Debenturesand mortgages | 22 o | 0 o 1 oo | TR
Cashanddeposits | 12005 53 | 14478 52 | 15089 56 | 16004 52 |
hxedasses i w0 2 o 2 o 3 o |
" Oustandingpremiums | 60 3 1316 s 156 6 2851 9 |
Cbebtos s 2 23 3 . e0 2 68 2
Otherassets 9 o1 w1 0 w3 o1 3 1
ot 2314 10 | 2784 10 27,163 100 31,45 100

CAR cover ratios — Cell captive insurers

The following table indicates the ratio of surplus assets to capital adequacy requirement (CAR) of the cell
captive insurers:

( )
CAR cover ratio
December 2016  December 2017 June 2017 June 2018
Covered 0-1 times 0 0 0 0
Covered 1-2 times 2 2 1 2
Covered 2-5 times 1 1 2 1
Covered 5-10 times 2 1 2 2
Covered 10+ times 1 1 0 0
\ J
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12 months 12 months E 6 months 6 months

ended | ended | ended ended

December December f June June

2016 2017 : 2017 : 2018 ;

Gross Premiums R'm 774 727 E 256 201

Of which: foreign % 161 | 143 | 359 407

Reinsurance R'm 459 414 ‘E 155 125

""""" Of which: proportional % | 185 : 00 . 52 i 00 |

""""" Of which: non - proportional% | 8ls 1000 98 . 1000

Net premiums R'm 314 313 f 101 76

by business class: Property %* 23.7 244 45.0 41.9

by business class: Transportation % 0.7 0.2 E -0.2 0.2

by business class: Motor % 17.5 9.9 ; 16.4 23.8%

by business class: Accident & health % 8.0 7.1 4.1 5. 5%

by business class: Guarantee % 0.1 0.1 J‘ 0.2 0.3

by business class: Liability % 49.7 57.8 ; 33.1 27.1%

by business class: Engineering % 0.3 . E( 5 5

by business class: Miscellaneous % 0.0 0 . d

Claims incurred R'm** 112

0t gty Ay |

Underwriting profit/(loss) R'm 195

Underwriting and investment income R'm 328

Total Assets R’'m 2,294

S Y S

Total Liabilities R'm 787 |

CAR amount R’'m 133 :
Insurance risk capital % 67.4
Market risk capital % 3.4

""""" Creditrisk capital % | 88 . 90

Operational risk capital % 20.4

* Business class is expressed as a percentage of the net written premium

**  Claims incurred takes into account the opening and closing balance of the Outstanding Claims (OCR) and Incurred but not Reported (IBNR)
Provisions.

***  Negative claims: A major insurer adjusted IBNR.

# The fluctuations between motor, accident & health and liability classes of business were as a result of an adjustment of the IBNR between
two quarters by one major insurer.

3 Captive insurers, for the purpose of this report, are those insurers who offer cover of the risks of the owners only.
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/ 12 months 12 months
ended | ended
December ;| December
2016 2017

6 months 6 monthm
ended | ended
June i June
2017 | 2018
26 DLt

Performance indicators:

Net premium increase (yoy) % -16 0

Loss ratio * 34 | 159 109 132

Combined ratio *¢ 41 | 114 57 184 |

Management expenses ** 16 14 18 25

Commission ** 7 13 24 30

Underwriting profit/(loss) ratio ** 62 -60 7 447*

Underwriting and investment income ratio ** 104 -14 62 542

Surplus asset ratio (median) 354 364 630 555

111 124

CAR cover (median) 13.1 11.0

e

* Expressed as a percentage of net earned premium during the period.

*  Expressed as a percentage of net written premium during the period.

***  One captive insurer experienced significant loss of business during the review period.

# Higher than usual underwriting profit was as a result of a refund received by one major insurer from its reinsurer.
*¢  Claims + commission + expenses less total investment income as a percentage of net earned premium.

S S S S S S S S

Underwriting results

The following graph indicates how underwriting and operating (including investment income) results of the
captive insurers have fluctuated over the past thirteen years.

Operating and underwriting income ratio trends*
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*  Results expressed as a percentage of net premium.
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The diagram below indicates the claims ratio according to the classes of policies of captive insurers for the
calendar years 2016 to 2017 and the first six months of 2018:
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* Lower than usual claims in the property, motor, liability and miscellaneous classes of business were as a result of the refunds received by
two particular insurers.
**  Two captive insurers experienced higher than usual claims in accident & health and transportation classes of business.

Two of eight captive insurers reported underwriting and operating losses for the period ended June 2018
compared with five of the eight who reported underwriting losses and three who reported operating losses
for the period ended December 2017.
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Investment Composition

The composition and categories of assets for captive insurers for years ended December 2016 to 2017 as
well as comparative figures for the first six months of 2017 and 2018 were as follows:

4 B

As at | As at i As at As at
Kinds of assets | December2016 | December 2017 June 2017 June 2018 :

_ R’million % ¢ R’million % i R’million % | R'million %

Shares 301 13 320 14 352 16 326 13
' Government & semi-government | s9 20 w97 20 | 369 17 59 19
| Debentures and mortgages o o o o o o o o |
Coshanddeposits 1369 60 400 59 1393 6 | 158 62 |
CRxedasses o o o o o o o o |
oustandingpremiums 3 o 2 o 21 o1
Coebtos T o a4 o oo 2 o |
otherasses w7 o7 o7 4 130 5
CTotal 2204 100 2435 100 2224 100 2459 100

CAR cover ratios - Captive insurers

The following table indicates the ratio of surplus assets to capital adequacy requirement (CAR) of the
captive insurers:

( )
CAR cover ratio
December 2016  December 2017 June 2017 June 2018
Covered 0-1 times 0 0 0 0
Covered 1-2 times 0 0 0 0
Covered 2-5 times 0 1 0 0
Covered 5-10 times 3 3 4 4
Covered 10+ times 5 4 4 4
\ J
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12 months 12 months 6 months
ended ended ended
December : December June June
2016 2017 2017 2018
Gross Premiums R’'m 16,530 18,950 9,821 10,337

by business class: Transportation %

by business class: Motor %

by business class: Accident & health %

0.2 0.3 0.2 0.4
7.5 7.8 6.7 6.2
4.1 3.6 33 2.5

by business class: Guarantee % 11.2 9.8 9.0 15.8%**
by business class: Liability % 26.0 29.9 349 325

by business class: Engineering % 0.6 0.9 0.6 0.3
by business class: Miscellaneous % 12.4 10.0 10.5 12.3
Claims incurred R'm** 4,951 5,423 2,323 2,849

Underwriting profit/(loss) R'm

1,575

2,655

1,492

' ] : :

1,266

Underwriting and investment income R'm
Total Assets R'm
Total Liabilities R'm

CAR amount R’'m

3,848
50,096
29,795

5,930

5,475
52,951
30,094

6,311

2,759
52,241
31,511

6,470

2,260

: ! ' '

56,597

' ' : :

33,183

' y : :

6,861

Insurance risk capital %

44.4

445

41.7

42.9

I R e

Market risk capital % 35.8 345 38.4 374
Credit risk capital % 12.2 9.4 8.9 8.9

Operational risk capital %

7.6

11.6

11.0

10.8

* Business class is expressed as the percentage of the net premium.

**  Claims incurred takes into account the opening and closing balance of the Outstanding Claims (OCR) and Incurred but not Reported

(IBNR) Provisions.

**  The fluctuations between property and guarantee classes of business were as a result of a refund received from a reinsurer by a

particular insurer.

4 Niche insurers, for the purpose of this report, are those insurers who offer, mostly, specialised cover only, in certain niche markets.
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/ 12 months 12 months
ended | ended
December ;| December
2016 2017

6 months 6monthm

Lo ended : ended
Performance indicators: :
June 5 June

2017 | 2018
Net premium increase (yoy) % -10 15 16 17

Loss ratio * 45 | 44 39 44

Combinedratio*s 86 | s os3 65 |
Commission ** 4 3 5 5
Underwriting profit/(loss) ratio ™ | 15 | 21 3 16
Underwritingand investment incomeratio ** | 36 | 43 P
surplus assetratio (median) | 124 | 101 134 110

e

* Expressed as a percentage of net earned premium during the period.
** Expressed as a percentage of net written premium during the period.
*¢  Claims + commission + expenses less total investment income as a percentage of net earned premium.
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Underwriting results

The following graph indicates how underwriting and operating (including investment income) results of
the niche insurers have fluctuated over the past thirteen years.

Operating and underwriting income ratio trends*
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*  Results expressed as a percentage of net premium.
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The diagram below indicates the claims ratio according to the classes of policies of niche insurers for the
calendar years 2016 to 2017 and the first six months of 2018:
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*  One niche insurer experienced higher than usual claims in the transportation and motor classes of business.
**  Negative claims in the engineering class of business were as a result of a refund received from a reinsurer by a particular insurer.

Nine of the thirty one operational niche insurers have reported underwriting losses for the period ended
June 2018 and six have reported operating losses compared with thirteen of the thirty-two who reported
underwriting losses for the year ended December 2017 and six who reported operating losses.
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Investment Composition

The composition and categories of assets for niche insurers for years ended December 2016 to 2017 as
well as comparative figures for the first six months of 2017 and 2018 were as follows:

-

' p

: As at § As at i As at : As at §
Kinds of assets . December2016 | December 2017 June 2017 : June 2018 ‘

j R’'million % { R'million % i R'million % | R'million %

Shares 15,038 30 17,989 34 16,705 32 E 17,830 32
 Government&semi-government | 11368 23 14016 26 | 13561 26 | 14087 25
 Debentures and mortgages | 763 4 ssos 11 ss7 11 7260 13
Coshanddeposits | 11806 24 | 10270 20 | 11281 22 | 10853 19
CFhedasses 1y o 2% o o 0 om0
oustandingpremums 2860 6 237 4 2800 5 | 348 6 |
Cpebtors L7e 2 o130 3 a2 3 e 3
otherasses s927 11 07 2 73 1 1193 2

Total 50,096 100 52,951 100 52,241 100 ; 56,597 100

CAR covers ratios - Niche insurers

The following table indicates the ratio of surplus assets to capital adequacy requirement (CAR) of the
niche insurers:

4 )
CAR cover ratio
December 2016  December 2017 June 2017 June 2018
Covered 0-1 times 0 0 0 0
Covered 1-2 times 9 11 11 10
Covered 2-5 times 18 14 16 15
Covered 5-10 times 4 5 3 4
Covered 10+ times 1 2 2 2
\ J
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12 months 12 months 6 months 6 months
ended ended ended ended
December December June June
2016 2017 2017 2018
Gross Premiums R'm 10,278 12,716 5,878 7,415

by business class: Miscellaneous % 3.6 7.1 8.3 8.5
Claims incurred R'm** 1,479 2,204 1,071 1,219
Underwriting profit/(loss) R'm 88 -428 -238 -223
Underwriting and investment income R'm 402 -120 -122 -42
Total Assets R’'m 10,986 13,846 12,946 15,170
Total Liabilities R’'m 8,209 11,246 10,472 11,642
CAR amount R'm 853 1,142 977 1,241

Insurance risk capital % 54.8 52.7 48.5 53.7
Market risk capital % 12.0 13.5 18.0
Credit risk capital % 154 16.5 16.8
Operational risk capital % 17.8 17.3 16.7

* Business class is expressed as a percentage of the net written premium.
**  Claims incurred takes into account the opening and closing balance of the Outstanding Claims (OCR) and Incurred but not Reported

(IBNR) Provisions.

SReinsurers, for the purpose of this report, are those insurers who offer specialised cover, only to primary insurers.

THE QUARTERLY REPORT ON THE RESULTS OF THE SHORT-TERM INSURANCE INDUSTRY FOR THE PERIOD

ENDED 30 JUNE 2018.

Page 2 3



6 months 6 monthm
ended : ended
June i June
2017 | 2018
24 27

/ 12 months 12 months
ended | ended
December ;| December
2016 2017

Performance indicators:

Net premium increase (yoy) % 6 32
lossratio* | e . s 84 74
. Combinedratiots | 94 104 110 | 103
 Managementexpenses** | 20 . 10 T

Commission ** 17 23 20 33

Underwriting profit/(loss) ratio ** 4 -15 -20 -14
Underwriting and investment income ratio ** 18 -4 -10 -3
Surplus asset ratio (median) 110 51 68 86

CAR cover (median) 3.3 2.1

e

* Expressed as a percentage of net earned premium during the period.
**  Expressed as a percentage of net written premium during the period.
*¢  Claims + commission + expenses less total investment income as a percentage of net earned premium.

21 3.2

S S S S S S S S

Underwriting results

The following graph indicates how underwriting and operating (including investment income) results of
the reinsurers have fluctuated over the past fourteen years.

Operating and underwriting income ratio trends*
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*  Results expressed as a percentage of net premium.

THE QUARTERLY REPORT ON THE RESULTS OF THE SHORT-TERM INSURANCE INDUSTRY FOR THE PERIOD
ENDED 30 JUNE 2018.

Page 2 4



The diagram below indicates the claims ratio according to the classes of policies of reinsurers for the
calendar years 2016 to 2017 and the first six months of 2018:
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* Reinsurers claims were mainly affected by weather related events experienced in the various parts of the country during 2017.
i Lower than usual claims in accident & health, liability and engineering classes of business were as a result of refunds received by two

particular reinsurers.

Four of the six operational reinsurers have reported underwriting losses and three have reported
operating losses for the period ended June 2018 compared with five of the six who reported underwriting
losses and four operating losses for the year ended December 2017.
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Investment Composition

The composition and categories of assets for reinsurers for years ended December 2016 to 2017 as well
as comparative figures for the first six months of 2017 and 2018 were as follows:

4 : A

As at | As at i As at As at
Kinds of assets | December2016 | December2017 June 2017 June 2018
¢ R'million % | R'million % i R'million % | R'million %

Shares 1,213 11 1,407 10 1,329 10 | 1517 0 |
© Government& semi-government | 2560 23 | 2881 20 | 2550 0 | 35 2 |
| Debenwresandmortgages | 61 6 | 728 5 | 668 s 7m0 5|
Coshanddeposits 238 21 3007 22 3114 | 3e73 27 |
CFedasses . o721 75 1 o L 0o
| oustandingpremiums | 3482 32 | s079 37 | asd0 3 2|
CDebtors . es 6 es s . 79 6 s s
Otherasses w0 s 0 % o 4 o
Total 10,986 100 13,846 100 | 12,946 100 15,170 100

- _/

CAR cover ratios - Reinsurers

The following table indicates the ratio of surplus assets to capital adequacy requirement (CAR) of the
reinsurers:

( )
CAR cover ratio
December 2016  December 2017 June 2017 June 2018
Covered 0-1 times 1 0 1 0
Covered 1-2 times 1 3 2 p
Covered 2-5 times 3 2 3 3
Covered 5-10 times 1 0 0 0
Covered 10+ times 1 1 1 1
\ J
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