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PRIME STORY

Real-time risk management and next-generation insurance

A confluence of trends is enabling businesses and the insurance industry to move toward a

revolutionary new approach: real-time risk management.

Managing risk in real time offers the potential to both reduce risk and transfer it more

effectively. It means businesses can have an up-to-the-minute view of their changing risk

exposures—and take actions to mitigate them—and that the insurance industry no longer

needs to rely only on historical data to price risk.

What makes real-time risk management possible? Three concurrent developments are

starting to reshape the risk landscape:

New real-time data streams. From telematics to satellite imagery to wearable technology to

property sensors, there are a growing number of emerging technologies generating new data

streams that provide dynamic signals with risk content. Mobile phones are also a growing

source of risk signals, especially as more and more of them are run on high-speed wireless

networks. By 2025, the world will have 1.2 billion 5G connections, and 4G will reach 5

billion connections, according to the GSM Association, a global trade association of mobile

telecommunication operators. This means the majority of the global population will have

access to the advanced wireless networks that can power real-time data streaming.

Analytics driven by artificial intelligence. Advances in AI and machine learning now enable

the processing of large-scale data streams at a speed significantly faster than previously

possible. AI-powered analytics can distill the expanding set of real-time data signals into a

dynamic view of risk that can be used to trigger mitigating actions or consideration of risk

transfer alternatives.

New insurance products. New policies that adjust price or coverage in relation to changing

risk signals are creating incentives to manage risk more actively. The most developed area is

personal auto insurance, where some policies now provide premium credits in relation to

telematics-based information on driving behavior. While still embryonic, innovative insurers

are exploring the potential to create next-generation policies in other property and casualty

areas that use new data streams to adjust price or coverage dynamically and that also use

real-time streams to process claims more rapidly.
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Enabling Better Risk Assessment

Advances that would have seemed like science fiction barely a decade ago are reality today.

Consider just a few examples of emerging technology that are contributing to real-time or

near real-time assessment of risk.

Telematics. From passenger cars to trucks to cargo ships, telematics are being deployed to

improve transportation safety by actively identifying risky driving behaviors and conditions.

Accident rates could be reduced further if insurance products provided price incentives for

individuals and businesses to use the telematics feeds to manage their risk more actively.

Commercial insurance policies can be developed to reprice motor or marine cargo insurance

in real time based on the behavior of the operator, the roads or seas on which the cargo is

traveling, the value of the cargo, weather conditions, and other dynamic variables. Fully

autonomous vehicles have the potential to create a step-change decrease in risk—and the use

of the autonomous features can be encouraged through an insurance policy that shifts in price

based on a real-time feed signaling whether the autonomous capabilities are on or off.

The Internet of Things. Current projections are that 25 to 30 billion connected devices will

be deployed by 2020 (up from more than 7 billion today). From embedded sensors that

enable “smart” buildings or “smart” homes, to wearables used on construction sites or

manufacturing operations, connected devices generate alerts that can warn users of unsafe

conditions and trigger them to change their behavior, perform maintenance or take other

actions that help to prevent accidents. Until 1986, canaries alerted coal miners to the presence

of deadly fumes. Environmental sensors perform that task today in real time, improving

safety above and below ground. Connected devices are often installed for reasons other than

risk management—for example, property sensors might be implemented to improve energy

efficiency, and wearables might be deployed to improve productivity. However, the same

sensors often carry risk content that can be used to improve risk mitigation or transfer.

Cybersecurity technology. Cyber risk continues to escalate, and an expanded set of

technologies is being deployed within businesses to help their information security

professionals prevent or respond more effectively to cyberattacks. Many of these new

technologies generate data streams that can also be processed with advanced analytics into a

moving view of cyber exposure. Risk professionals can then use these views to quantify

potential loss scenarios more actively and consider the economics of risk transfer with greater

precision.
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Visual intelligence tools. Satellites, aircraft and drones are capable of deploying high-

resolution cameras and sensors that provide additional real-time data streams. More powerful

machine learning techniques can now process these images into relevant real-time risk

information. For example, the combination of property images and high-frequency weather

feeds can provide a rapid and accurate view of property damage, which can be used for high-

speed claims processing. The same visual intelligence technology, combined with property

IoT data and AI-based weather forecasts, can provide a forward-looking view of property risk

for a home or building that can be used in insurance pricing.

The Road Ahead

Real-time risk management technologies will not eliminate risk, but can increasingly provide

businesses and individuals with actionable intelligence to manage and reduce their risk—

significantly, in some cases. The advent of new data streams and powerful analytics also

opens the door to innovation in risk financing, whether that takes the form of innovative

coverage from insurance providers, an expanded and creative use of a captive, or tapping new

products from alternative capital markets.

Insurance is likely to remain the primary risk transfer vehicle for these risks. Traditionally,

insurance premiums are determined based on historical data. Underwriters and actuaries

compile and use past data sets to look for loss patterns and make projections about future

outcomes. Emerging data sources can now be leveraged to provide a continuously updated

view of the underlying risk. Insurance providers can use this real-time data and evolving data

science to make more dynamic projections about future outcomes and develop risk-based

premiums that are calculated based on the new approach.

To date, risks traditionally covered by insurance could not be managed this dynamically.

However, the prospect for real-time risk management is now on the horizon. By harnessing

real-time data streams and analytics driven by artificial intelligence, businesses and the

insurance industry can dramatically shift how we manage risk and think about insurance.

We’ve barely scratched the surface, but the potential benefits for identifying, assessing and

managing risk in real time are already coming into view.

https://www.brinknews.com
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NATIONAL

Pharmacies may sell health insurance policies

Insurance Regulatory Development Authority of India (Irdai) is set to float a consultation

paper to allow diagnostic centres and pharmacies to sell health insurance.

Diagnostic centres and medical stores are the first touch points for all wellness and health

related matters across the country, which the insurance companies can use to offer health

insurance products.

A senior Irdai official said, "To allow insurance products at diagnostic centres and medical

stores a consultation paper would be issued soon and only few basic health insurance product

would be allowed to offer in order to avoid mis-selling of insurance and rules would be on the

lines of MISP regulations of Auto dealers."

Insurance companies will sign partnerships with diagnostic centres and medical stores, which

would need to register as health insurance service providers. The personnel would be mandated

to go through basic insurance product training.

Sale of insurance products will go up and more opportunities will come. The concern of mis-

selling still remains as the person selling the products should have basic insurance knowledge.

However, this will help Tier 3 & 4 cities.

There are around 100,000 laboratories in the country. When people are unwell, they listen to

these labs carefully, that will give them the opportunity to understand and buy health policy.

In India, health insurance business is second-highest premium generator for general insurance

companies, and is expected to grow multifold over the next few years.

https://www.dnaindia.com

IRDAI in favour of 100% FDI for entire insurance intermediary sector

The Insurance Regulatory and Development Authority of India (IRDAI) is in the favour of

allowing 100 per cent foreign direct investment in insurance intermediaries in addition to

insurance brokers, according to sources. The regulator is of the view that if insurance brokers

can be allowed then the other insurance intermediaries like aggregator and third party

administrators (TPA) may be considered for the same relaxation, the sources said.
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In its response to the finance ministry with respect to increase in FDI limit in the insurance

brokerage firm from the current level of 49 per cent, the IRDAI said all major international

insurance brokers are already present in the country as the capital required for undertaking

such activity is very less.

The increase in foreign direct investment (FDI) limit to 100 per cent will not result in

significant inflow of foreign capital. According to estimates, the total capital infusion by three

brokers after increasing the FDI limit is a mere Rs 47.8 millions.

The government is considering proposal to allow 100 per cent FDI in insurance broking and

has set up a committee comprising secretaries of department of economic affairs, department

of financial services and department of industrial policy and promotion (DIPP).

The IRDAI has also argued that there is no dearth of capital and Indian investors are also

looking at avenues to invest.

FDI in insurance sector is restricted to 49 per cent. However, the government allows 100 per

cent foreign investment for other financial intermediaries.

Industry experts are of the opinion that the insurance sector is being impacted due to weak

distribution networks. According to the Economic Survey, life insurance penetration was 2.72

per cent and general insurance penetration was 0.77 per cent. Insurance penetration, which is

the ratio of premium underwritten in a given year to the gross domestic product (GDP), in

India increased to 3.49 per cent in 2016-17 from 2.71 per cent in 2001.

The measure of insurance penetration and density reflects the level of development of the

insurance sector in a country. While insurance penetration is measured as the percentage of

insurance premium to GDP, insurance density is calculated as the ratio of premium to

population (per capita premium).

The insurance density rose to USD 59.7 in 2016 as against USD 54.7 in 2015 while insurance

penetration remained unchanged at 2.72 per cent in 2016, as per the latest Insurance and

Regulatory and Development Authority of India data.
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INTERNATIONAL

Algeria: Only 10% of housing is insured against natural disaster

Only 10% of housing in Algeria is covered by insurance against natural disasters, an indication of

the absence of insurance culture among Algerians.

Mr Nacer Sais, the CEO of the state owned National Insurance Company (SAA), speaking to

Algerian Radio, said, "Despite the existence of a law since 2005 requiring home owners to insure

against natural disasters, it is noticeable that there is no insurance culture among citizens.”

He called for awareness campaigns and the need to push citizens to insure their property.

The government had announced the creation of a mandatory earthquake insurance system in the

wake of the May 2003 of magnitude 6.8 in Boumerdes earthquake in Algeria, which killed more

than 2,000 people and caused economic losses of an estimated 10% of the country’s GDP. The

quake was the strongest to hit Algeria since 1980.

http://www.meinsurancereview.com

Egypt: Cairo Chamber studying largest group policy for merchants

The board of the Cairo Chamber of Commerce is studying details of group life and property

insurance for merchants provided by a number of insurance companies, including state-owned Misr

Insurance.

When agreement is reached on the insurance policy, it would be the largest group insurance policy

because it will cover approximately 119,300 merchants.

Mr Ibrahim Al-Arabi, president of Cairo Chamber, said that a final agreement has not yet been

reached because there are many details in the insurance policy.

The non-life coverage of the proposed policy would be for such risks as fire; fire caused by

explosion; self-ignition; riot; civil strikes; labour strikes; and robbery, while the life insurance part

would cover death, permanent disability and partial permanent disability.

The group insurance would kick off by covering traders who are members of the Chamber at the

end of this year, with each trader paying an annual premium of EGP50 ($2.80) for property

insurance and another EGP50 for life insurance, bringing the combined premium to EGP100 a year.

Mr Al-Arabi said that the insurance policy to be agreed on would be approved by the Minister of

Industry and Foreign Trade.

http://www.meinsurancereview.com
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Singapore: Insurance sector receives tripartite guide on human capital

The Tripartite Advisory on Human Capital Practices for Insurance was released, setting out good

human resource practices for the insurance industry in the areas of building a talent pipeline, skills-

based hiring, and managing retrenchment responsibly, according to a statement issued by the

MAS.

The advisory also encourages insurance firms to support their employees in acquiring relevant

skills and transitioning to new job roles, as jobs are being transformed by technology.

The advisory will guide firms to better develop their talent pool and equip their employees with

skills to cope with the new demands. It calls on insurance firms to:

•build a strong pipeline of local talent across entry, mid-career and leadership levels;

•adopt inclusive hiring practices which focus on the skills required to perform the job rather than

setting a strict minimum number of years of experience; and

•assess the impact of technological changes on their workforce, and work with the MAS, Institute

of Banking and Finance (IBF), and Workforce Singapore (WSG) to reskill and redeploy their

employees into areas of job growth through professional conversion programmes.

Within the financial services sector, the insurance industry forms the next largest employer group

after banks. The tripartite advisory is one of the initiatives under the jobs and skills pillar of the

Financial Services Industry Transformation Map (ITM).

The advisory is the result of an extensive collaboration involving 10 tripartite partners from the

labour movement, employers, and the government. The scope comprehensively covers different

segments of insurance firms across the value chain and various business lines.

Ms Jacqueline Loh, deputy managing director, MAS, and co-chairperson of the Financial Sector

Tripartite Committee (FSTC), said, “Business and workforce transformation must go hand-in-

hand. As the industry embraces technology to deliver better services to customers, employers need

to equip their staff with the right skills to enable them to continue to contribute meaningfully and

stay engaged in rewarding jobs. The advisory will guide insurance firms on the desired outcomes

for our workforce and facilitate the sharing of best practices.”

The tripartite partners came from: the MAS, Ministry of Manpower, General Insurance

Association of Singapore, Life Insurance Association Singapore, National Trades Union Congress,

Reinsurance Brokers Association of Singapore, Singapore Insurance Brokers’ Association,

Singapore Insurance Employees’ Union, Singapore National Employers Federation and Singapore

Reinsurers’ Association.
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J. B. BODA GROUP

 J. B. BODA - First on Protection – 7 Decades of Transformation.

Service with Commitment – Third Generation & Moving on…

 20+ Offices in India & 5 Offices Overseas in U.K., Singapore, Dubai, Nepal, Kenya.

 Employs 1,000 + personnel.

S E R V I C E S

 Insurance & Risk Management Consultants, Life Valuation, Life & Employee Benefit Schemes.

 Actuarial Valuations.

 Training Academy.

 Valuation of Land, Building, Plant & Machinery.

 Protection & Indemnity Insurance Services.

 Fire, Engineering, Miscellaneous Accident Surveyors & Loss Assessors. 

Marine Cargo Surveyors, Loss Assessors, Superintendents.

Container Surveyors, Tank Calibrators, Samplers & Analysts.

 International Reinsurance Brokers (Non-Life & Life).

 Direct Insurance Brokers (Non-Life & Life).

Head Office : 

Maker Bhavan No. 1, Sir Vithaldas Thackersey Marg, Mumbai 400 020 (INDIA)

Telephone : + 91 22 6631 4949 / 6631 4917 * Telefax : + 91 22 22623747 / 22625112

E-Mail : jbbmbi@jbbodamail.com * Web : http://www.jbboda.net

DISCLAIMER

This document is intended for general information purposes only. We do not accept any responsibility or liability for any errors or omissions therein / therefrom.

We have not verified the contents of this document and we do not vouch for their authenticity. We hereby disclaim any responsibility or liability in these regards.

Any statements, facts, figures, opinions, beliefs or views contained in this document do not necessarily reflect our sense, opinion or view and we cannot be held responsible or liable

for them.

Nothing herein contained shall constitute or be deemed to constitute a recommendation or an invitation or a solicitation or a suggestion for any party, person, product or service.

Reproduction or distribution of this document without our permission is strictly prohibited.

All disputes subject to Mumbai jurisdiction only.

For previous issues click on www.jbboda.net/news.php

We value feedback at median@jbbodagroup.com
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