
The world is going through financial turmoil as witnessed by the non-

performance of giants like Lehman Brothers, Merryl Lynch and AIG.

When American financial giants sneeze the economies around the world

catch cold.  But this is no case of catching a mere cold.  Trouble was

brewing for some time with the subprime crisis taking its toll on Fannie

Mae  and Freddie Mac mortgage companies. Take over of AIG with

taxpayers money and the decision to inject another $ 700 Bln bail-out

money into the financial system has completed the rot. Subprime lending,

toxic assets and bail-outs are not pleasant words to add to our vocabulary.

Trust is in short supply during a financial crisis; so asking for someone’s

complete and undiluted faith is a risky business. However, GIC Re with its

sterling performance has climbed six rungs from 22nd  to 16th position

among the top global non-life reinsurers and offers certainty in a world of

uncertainty.  A strong Balance Sheet with net-worth backing of USD 1677

Million and an asset base of USD 9048 Million, has seen a net premium of

USD 2085 Million this year.  The management team of GIC Re has been

expanded by addition of five new executives who bring in a wealth of

expertise and experience.

The need for insurance-capacity is ever increasing and Pool-ing is a proven

mechanism to create it.  Hull Pool, Terrorism Pool and Motor Pool at national

level and FAIR’s property, energy and aviation regional pools have been

successful.

The Indian market continues to attract more international players both

Life and Non-Life.  Health Insurance, long neglected sector is now witnessing

a rapid growth and holds potential to grow further.  Articles in the current

issue dilate these issues.  Some of our regular features have received high

TRPs.  Readers’ feedback has been pouring in.

Raghunath
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Editor’s Thoughts...

Handing over the dividend cheque to Hon’ble Finance

Minister Mr. P Chidambaram
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CMD, GIC Re at the 11th Insurance Summit

Participants of International Training programme

Delibrations at Monte Carlo
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THE YEAR THAT WAS

In the last issue I spoke about Globalisation and

Diversification. Changes in the insurance regulatory set-

up and business practices in the country have catalysed

us to look in this direction. Corporation’s representative

offices in Dubai and London were upgraded into branch

offices in 2007 and 2008 respectively. We are now looking

up the Brazilian market.

The Corporation appears at 16th position in the S & P Top

40 Global Reinsurance Groups (ranked by Net

Reinsurance Premiums for 2007). This is an indication of

our growing financial strength and competence. Keeping

up our pace, we saw our international business grow by

38% in 2007-08. Our goal is to achieve a balance between

domestic and international business by 2015. Till now our

focus has been on non-life business but now we are

working to expand life business too.

The recent global financial crisis has raised in some

quarters the question of ratings and stability of Indian

insurance companies— both life and non-life. I am

confident that the Indian insurance companies are unlikely

to be affected in the near future. The general insurance

industry grew at 12.63 per cent during 2007-08. With the

market players increasing their product lines to meet the

growing demand, the growth momentum of the insurance

business is likely to continue. This rate of growth of the

industry looks impressive. The combined penetration of

both life and non-life is 4.6 per cent of the GDP compared

to world average of 8 per cent.

Clearly, there is ample scope for growth. Therefore we all

must work as a team to meet the challenges ahead by

developing our technical expertise with a positive outlook.

Yogesh Lohiya

From the CMD’s Desk

FINANCIAL HIGHLIGHTS

FOR THE YEAR 2007- 08

The year 2007-08 recorded an increase of 26% in the Gross

premium which on 31st March 2008 stood at Rs. 9316 Crores

compared to  Rs. 7404 Crores on 31st March 2007. Based on the

net earned premium ,Fire Insurance recorded a growth of 20%,

Marine cargo 33%, Marine hull 33%, Oil & Energy 45%, Aviation

37% and Life 23%. Net Incurred Claims were higher by 66% at Rs

6011 Crores in 2007-08 against Rs 3623 in 2006-07.

For the year 2007-08 the Accounting Policy has been changed

wherein the domestic business figures include five quarters.  The

underwriting results show a loss of Rs. 927 Crores. The income

from investment was  Rs 2031 Crores in the fiscal 2007-08. The

Profit before Tax for 2007-08 was computed at Rs 1067 Crores

as against Rs 1789 in the previous year. Profit after tax for the

current year is Rs.993 Crores as against Rs.1531 Crores in the

previous year.

The Corporation paid Government of India a dividend of 46 %,

amounting to Rs 197.80 Crores, for the year under review. An

amount of  Rs 33.62 Crores has also been provided as dividend

distribution tax on the dividend declared during the year. The

dividend cheque was presented to the Hon’ble Finance Minister

Mr. P Chidambaram by our CMD on 27th August 2008.

Total   assets of   the Corporation increased to Rs.36012.83

Crores as on  31st March, 2008 from Rs. 28523.98   Crores as   in

the previous year. The Net Worth of the Corporation increased to

Rs. 6684 crores  from Rs 5928 Crores in the previous year. The

Heart diseases are world’s largest killer, claiming 17.5 million lives a year.

CMD with Hon'ble Finance Minister, P. Chidambaram.

Others in the picture are General Managers   M. Ramaprasad and

Bhagyam Ramani.
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Technical Reserves of the Corporation increased to Rs 11671

Crores as against 10255.02 crores in the previous year.

 The total investments of the Corporation in India (representing

investments, loans and deposits) amounted to Rs.15895.26

Crores as on 31.3.2008 as against Rs. 14349.68 crores in the

previous year. The book value of the investment (excluding loans)

as on 31.3.2008 has increased to 15218.61 Crores from Rs.

13604.31 Crores and the realizable value is Rs. 28513.78

Crores showing an appreciation of 87.4 % over book cost. The

mean yield on funds (with profit on sale of investments) stood at

13.4   %.  The net NPA     % (Non Performing Assets) was at 2.08%.

The ratio of total business expenses to the earned premium i.e.

combined ratio stood at 112.8%. The Solvency Ratio of the

Corporation was 3.36% which is higher than the required solvency

ratio of 1.5%.

Heart diseases are largely preventable by simple and affordable steps.

1 US $ = Rs.39.86 as on 31st March, 2008

1 US $ = Rs.43.10 as on 31st March, 2007

Solely for the convenience of readers, performance highlights have been converted into U S Dollar with exchange rates as on 31st March, 2008.

...Suchita Gupta

PERFORMANCE HIGHLIGHTS
(Rs. in crores)

F I R E MISCELLANEOUS     LIFE M A R I N E TOTA L

Year ended Year ended Year ended Year ended Year ended

31.03.08 31.03.07 31.03.08 31.03.07 31.03.08 31.03.07 31.03.08 31.03.07 31.03.08 31.03.07

Gross Premium 2363.02 2186.04 6146.77 4694.26 17.34 1.67 788.43 522.21 9315.55 7404.17

Growth % 8.1 33.3 30.9 61.7 941.1 23.6 51.0 55.6 25.8 51.7

Net Premium 1820.67 1685.86 5804.32 4331.74 17.34 1.67 668.82 401.60 8311.14 6420.87

Growth % 8.0 37.4 113.0 45.8 941.1 23.6 66.5 42.9 29.4 51.6

Incurred Claims 1644.11 1051.71 3826.89 2225.32 1.77 0.71 538.72 344.97 6011.49 3622.71

% to Net Premium 90.3 62.4 65.9 51.4 10.2 42.7 80.5 85.9 72.3 56.4

Net Commission 617.23 586.81 1311.80 983.17 3.13 0.00 157.48 100.14 2089.65 1670.12

% to Net Premium 33.9 34.8 22.6 22.7 18.0 0.2 23.5 24.9 25.1 26.0

Expenses of Management 14.12 13.80 36.73 29.64 0.10 0.01 3.53 2.47 54.49 45.93

% to Net Premium 0.8 0.8 0.6 0.7 0.6 0.6 0.5 0.6 0.7 0.7

  

(Rs. & US$ in millions)

2007-08 2006 - 07

 Rs . US $ Rs. US $

NET PREMIUM 8 3111 2085 6 4209 1490

NET  INCURRED CLAIMS 6 0115   1508  3 6227   841

PROFIT BEFORE TAX 1 0673 268  1 7895 415

PROFIT AFTER TAX   9928 250 1 5313 355

TOTAL ASSETS  36 0128   9048  28 5240   6618

SHARE CAPITAL   4300   108 4300   100

FREE RESERVES 6 2538   1569  5 4983   1276

TECHNICAL RESERVES  1 16713 2928 10 2550 2379
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Indian growth story continues its

tumultuous journey.  On the positive

side, Indian record at Olympics was the

best ever creating exuberance.  On the

other hand, the blasts in metros and

floods in Bihar created a somber mood.

Correction in oil prices have led to some

normalization on the bourses but the

overall mood is one of pessimism.

Internationally, in the USA, the financial

melt-down arising out of sub-prime crisis

claimed the reputation of Lehman

Brothers Holdings and Merrill and to an

extent the American governance systems.

AIG (American International Group),

arguably the most sophisticated risk

carrier apparently faltered in managing the

risks properly and is facing serious

financial liquidity crunch, reportedly owing

to its involvement in complex financial

transactions (read derivatives).

The Federal Reserve agreed to extend

liquidity facility to AIG and lend up to $85

billion for 2-year term by way of a secured

loan to avoid a failure of AIG.  This facility

is collateralized by all the assets of AIG

and of its primary non-regulated

subsidiaries.

Premium growth:

Non-life insurance premium for the period

April-July 2008 was INR 10,947.77 crore

registering a growth of 13.08% over the

corresponding period of last year.

Thus, despite significant competition and

unsavoury rate cutting, the premium

volume has continued to grow in nominal

terms.

Insurance Reforms:

The Empowered Group of Ministers

headed by external affairs minister Mr

Pranab Mukherjee has given a go-ahead

to the draft Insurance Amendment Bill

containing various reform measures for

the insurance sector including allowing

foreign investment in the insurance sector

up to 49% (26% at present) and enabling

foreign reinsurance companies to set up

shop in India.  It would also allow public

sector non-life insurers to sell a minority

stake to raise capital among various

proposals.  The bill will be tabled before

the Cabinet and then placed before

Parliament.

Alongside increase in foreign direct

investment cap, the GoM has

recommended that removal of the

stipulation as regards diluting the stake

by Indian promoters after completing 10

years of operations through an Initial

Public Offer to 26% as mandated earlier.

To avoid putting promoters in position of

minority stake as also to create level

playing field vis-à-vis foreign joint venture

partners, it is imperative that dilution of

promoters’ stake be waived.

It was anticipated that the free pricing

regime (de-tariffing) will be followed by

freedom in formulation of insurance

covers / wording.  IRDA for now has

decided to continue with the standardized

terms and conditions.  Thus, innovations

in the insurance covers through variations

on the standard wording (as earlier

stipulated by Tariff Advisory Committee)

will have to wait for some time.

Simultaneously, the regulator is pressing

for simplification of policy wording.

New Players:

Bharati AXA General Insurance Company

Ltd, a joint venture general insurance

company promoted by Bharti Ventures

Limited, GIBA Holdings Pvt Limited,

India and Societe Beaujon, a wholly

owned subsidiary of AXA S.A., France, has

been granted registration by IRDA, taking

the total number of non-life insurers

to 20.

Two new life insurers have been registered

bringing the total number of players to

21. These are: Aegon Religare Life

Insurance Company Limited, a joint

venture promoted by Religare Enterprises

Limited, India, Bennett  Coleman &

Company  Limited, India and Aegon N.V.,

Netherlands, a global life insurance and

pension company and DLF Pramerica

Life Insurance Company Ltd, a joint

venture between financial services

provider Prudential International

Insurance Holdings Ltd, USA and DLF, a

real estate development company.

Health Insurance Products:

To counter malpractices and ensure

uniformity in health insurance policies,

General Insurance Council a statutory body

of all non-life insurers, has come out with

a uniform definition on pre-existing

diseases. Also, all policies issued from 1

June will cover pre-existing disease from

the fifth year of the policy.

New Product:

Population Services International an NGO

in partnership with Star Health and Allied

Insurance Company and the Karnataka

Network for Positive People (KNP+) has

introduced a group insurance plan for HIV

positive persons.

....Hitesh Joshi

INDUSTRY NEWS

Indian Insurance Industry (July - Sept. 2008)

Cut down on salt. Too much salt can cause high blood pressure and increases the risk of coronary heart diseases.
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In the year 2007-08 the total spending

on health care by Indians was estimated

at Rs. 2,00,000 crores, of which 70

percent was paid out of pocket. This

shows that Indians do not arrange to set

aside funds for health care. This in turn

affects their financial condition. As the

cost of health care increases along with

rising inflation the need for health

insurance also gets a boost.

In 2007-08 the health insurance premium

collections in the country increased by

55% to touch Rs. 5133 crores. Today,

health insurance is the single largest

business segment after motor insurance

in the non-life insurance sector. The advent

of health insurance in India started with

the introduction of the Mediclaim product

sold under the Miscellaneous class of

policies. A portfolio that has  till recently

been prioritized as low for business

growth by non-life insurers  due to its 100

percent plus loss ratio, is now making

them sit up and take notice.

The fabulous growth in health premiums

over the last 3 years has left the non-life

insurers perplexed. This phenomenal

growth has happened in the backdrop of

insurers resorting to a slew of regressive

measures in this class of business like

raising premium rates steeply, disputing

claims on grounds of pre-existing diseases

and refusing to renew policies on frequent

claimers, insisting on same sum assured

for each family member that is insured

and making portability of  health policies

difficult..

The penetration of health insurance grew

from 0.9% in 2001 to 1.5% in 2006-07.

This growth is wholly inadequate

considering that individuals and

households bear the  majority burden of

health care expenses of around 4% of the

GDP as against the small public health

care spend of 0.9% of the GDP.   This

coupled with the ripple effect of the

growing Indian economy , the entry of life

insurers and standalone health insurers

into the health insurance domain and the

statutory need for minimum premium

from rural areas explains the sudden

upsurge of  voluntary demand for health

insurance.  With separate regulations to

be framed for this class of business along

with a call for lower capital and solvency

requirements, life insurers being

permitted to come out with pure health

insurance products without the death

benefit and health insurers being allowed

to engage the services of agents licensed

for life or non-life distribution, the stage

has been set for a huge proliferation of

both products and suppliers.  This

accompanied by astonishing premium

growth and the recent tax incentives

makes health insurance the most

happening segment in the Indian market

currently.

The Indian market health premium which

was about Rs 774 crores during

liberalization in 2001 grew to  Rs. 2,200

crores in 2005/06, to Rs 3,200 crores in

2006/07 and further to Rs 4,800 crores

in 2007/08, accounting for 17% of the

non-life insurance pie.  This is despite the

drop in the overall non-life premium

growth rate from 22% in 2006/07 to 12%

in 2007/08.  This rapid growth in this

portfolio  promises to continue for the next

few years and is estimated to grow to

about 25% of the total market at around

Rs. 45,000 crores in a span of 3 years.

The current health insurance market

comprises of 21 non-life insurers, 2

standalone health insurers , 21 life

insurers, 28 Third Party Administrators

(TPA), agents and brokers.  Majority of the

insurers utilize the services of one or

more TPAs  to administer the healthcare

delivery and claims handling as this

requires specialization. Some insurers

however, prefer to set up their own in-

house administration which,  results in

better claims management. Although this

involves initial startup costs, in the long

term it is found to be beneficial  and cost

effective as it saves the administration

fees payable to the TPAs and reduces

claims costs. The data that is collected by

such a system could be used for pricing,

product development and underwriting

thereby making the operations more

efficient.

Underwriting concerns

Currently non-life insurers use only the

age-band of the insured as the sole

underwriting consideration with no risk

discrimination being made  within the age

group. Lifestyle, hereditary factors and

other individualized risk factors  are not

taken into account. As there is no

experience data available, underwriting

of this segment has not evolved over the

years.  Health Insurance has one peculiar

feature in the way it has been transacted

so far, that there is a low frequency of

claims around 6% while the average

severity is  disproportionately high at

around Rs 22,000 (average premium per

individual is around Rs 2000) making the

claim ratio at around 110%. Insurers have

till date not been able to capture the

characteristics of the large silent premium

payers and minority claimants. This glaring

evidence calls for non-life insurers to

urgently change their business behaviour.

Firstly, they need to treat each individual

as a different risk irrespective of the age

band he belongs to. As there are no

homogenous groups for rating, the age-

band grouping used should be modified

based on each insurer’s perceptions  of

risk factors to be identified for loadings or

discounts. Claim settlement agreements

should be at acceptance stage itself.

Insurers should use the tools of product

design, benefits covered, rates, renewal

terms, deductibles, co-payments and

reimbursements to influence the

behaviour of both the service providers

and the insured.

Secondly, insurers need to go beyond

their current role of offering financial

protection against health risks. They must

get involved in the selection of the service

provider, nature of treatment necessary

and prevent excessive usage of medical

services either by the insured or by the

Health Insurance

INDUSTRY NEWS

Watch your diet. A healthy diet helps reduce the risk of developing heart disease.
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service provider who has the natural

tendency to do so. Moreover, insurers are

subject to statutory regulation while the

other links in the health care delivery chain

like the service providers, the suppliers

of medicines and their distributors  are

not making their accountability more

diffused. With the right mix of  product

design and an alignment of interest

between service providers and

themselves   coupled with careful

underwriting, insurers should aim at the

twin objectives of  quality patient care and

the containment of claims costs.   Insurers

should collect, analyse and interpret data

to improve pricing, risk management and

governance as a part of their

administrative process.

Health insurance has its inherent risk

management issues. The concept of an

insured event can change implicitly over

time when new treatments are introduced

from time to time and medical practice

patterns are to some extent influenced

by provider supply and availability. Medical

insurance based products are often

subject to large , volatile escalation in

claims experience. The mere fact that a

customer has  taken out a medical

indemnity policy can increase the chance

that an insured event will occur.  There is

a high volume of small claims and less

knowledge of impact on claims costs of

particular risk factors. Data requirement

to properly manage health business is

extensive and detailed  with morbidity

being only one of the claim drivers,

medical practices being the more

significant driver of claims experience. All

this makes underwriting of health

business a challenging task.

Recent Initiatives  and Ideas for

the Future

The CII working Groups in close

coordination with the IRDA have

recommended certain standards  for the

Data  collection and analyses  from

insurers as well as the providers. There

are  several recommendations regarding

the separate status to be accorded to

Health as a class of business,

standardization of definitions and terms,

portability of policies other initiatives

seeking to develop systems and

processes for robust growth of health

insurance in this market in the future.

The market which is currently in its

nascent stage as for as the product profile

goes, should expand and mature to offer

more customer –friendly products whose

benefits are clearly understandable by

policyholders. Rapid escalation in health

care costs in recent years calls for a major

revamp of the nation’s health care

delivery system. The current insurance

regime  built on the premise of full

insurance benefits i.e no cost-sharing in

the form of co-insurances or  deductibles

has contributed largely to this cost

escalation.

An Health Savings Account (HSA) model

could be considered wherein each person

or family funding a savings account for

health expenses should always  carry

health insurance as a back-up in the

event of a “catastrophic” type of medical

situation. Different countries like USA,

China, Singapore , South Africa, Canada

and HongKong  have experimented with

this concept, adopted and structured it

as per the needs of their population and

have achieved varying degrees of success

in HSAs  being accepted as a viable and

long-term  option for financing healthcare

expenses.  A similar initiative – “Bhavishya

Arogya”  which was started by the PSUs in

the 1990’s and withdrawn later  could be

revived.  An HAS product in Indian market

would help deepen health insurance

penetration and would offer several

advantages to the customer over the

current insurance system.

...Girija S

PROMOTIONS

Monitor your alcohol. Too much alcohol can damage the heart muscles.

PROMOTIONS
Congratulations

The officers promotion exercise in the

Corporation for the year 2007-08 has

been just completed. GIC Re News team

congratulates all those who have been

elevated and wishes them all sucess in

their new postings.

The list of Officers who have been

selected for promotion to various cadres:

Asst. General Manager

1. Mr. Anil Sant

2. Mr. A. H. Jadhav

3. Mrs. Madhulika Bhaskar

4. Mr. Deepak Godbole

5. Mr. Devesh Srivastava

Chief Manager

1. Mr. R. H Pawar

2. Mr. P. A. Lobo

3. Mr. R. V. Khadatare

4. Mr. B Thiagarajan

Senior Manager

1. Mr. K. Lewis

2. Mr. S. S. Karmarkar

3. Mr. R. M. Nayak

4. Mr. Mukesh J Daramwala

5. Mr. V. B. Salve

6. Mr. S. W. Jadhav

7. Mr. S. V. Mokashi

Deputy Manager

1. Mrs. S. Y. Shetye

2. Mrs. Usha Shivkumar

3. Mr. V . Krishnan

4. Mrs. V. S. Narvekar

5. Mr. K. V. Panchal

6. Mr. Henry Quadras

7. Mrs. S. V. Chowta

8. Mr. M. H. Kaware

9. Mr. R. L. Keny

10. Mrs. V U. Karmarkar

11. Mrs. S. M. Samant

12. Mrs. P. P. Prabhu

13. Mrs. P. M. Shilwant

Health Insurance contd...
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Collapse of Lehman Brothers, Takeover

of AIG, America’s largest insurer by the

US Govt., Fannie and Fredie, Sub Prime.

One must have heard these headlines,

words and wondered what the hell does

all it mean. The newspapers report that

the US economy is in for a severe crisis.

How did it come to such a stage and what

caused the Lehman collapse ? Let us try

to understand in a very simplified way (if

it is possible!).

After the dot-com bubble bust in 1999-

2000 and the 9/11 attacks, the American

Central Bank reduced interest rates

dramatically. This would enable the US

consumers to borrow and spend, thus

boosting demand and employment. There

was only a small problem. Even at that

time, the US economy as a whole had a

very low savings rate. That is the US

economic system did not have cash to

finance this spending even at low interest

rates.

Here came China, Japan and the Middle

Eastern Countries. There was an unwritten

agreement. These countries would export

huge amount of goods and services to US,

generate huge surpluses and in turn lend

this surpluses to the US consumers

through the US banking system, thus

enabling them to buy on credit. It may be

seen that this kind of spending is totally

dependent on credit.

A major part of the credit was used to buy

houses on EMI basis. Such was the

availability of credit that, persons who had

literally no income source or a bad credit

history were also given housing loans by

banks. This is what came to be known as

‘Sub-prime’ lending. This was possible so

long as the house prices continue to rise.

Thus, in case of a default, the house will

revert to the lender and the lender would

sell the house at a higher price. The

housing loan was almost risk-free as

repossessed houses could be sold at a

profit by the lender.

Well, not exactly! Housing prices started

to come down sharply from the middle of

2007 onwards. Thus a lender taking re-

possession of a house in case of default

will have to sell it at a loss. A collapse in

housing prices is serious because housing

and other related sectors contributing

almost 75- 80 % to the US economy in

recent times.

Investment banks like Lehman Brothers,

Merril Lynch and insurers such as AIG had

directly or indirectly huge exposure to such

sub-prime loans in the housing sector. As

house prices have declined by close to

30 – 35 % and housing loans defaults

increased, firms such as Lehman have

suffered a huge decline in their asset

values and ratings. For instance Lehman

had $ 613 billion debt when it collapsed.

This debt is more than 60 % of the total

Indian economy. A major part of the debt

was unrecoverable or had dramatically

lost its value.

On the other hand insurers such as AIG

and banks such as Citibank had lent a

huge quantum of loans to Lehman. Thus,

a collapse of Lehman has hit these

insurers and banks very hard setting up a

tsunami of collapses and busts.

What does it all mean ?

The dust on all this is yet to settle and the

drama will be on for a long time to come.

But some points are clear: -

+ Due to the near collapse of the US

financial system, free market

capitalism as we know it has received

a severe setback at least for some

time to come.

+ In so far as the Indian scenario is

concerned, apart from some private

sector banks, no major Indian

insurance firm or bank has much

investment in the US financial system.

They may largely stay unaffected.

+ However, the effect of the collapse of

the 165-year-old Lehman and

nationalization of America’s largest

private sector insurer i.e. AIG is

sobering. Indian insurers must go back

to basics at least in their investment

function. The order of priority has to

be safety, liquidity and only lastly

returns on investment. Major part in

debt, a major portion of equity

(perhaps 75 %) in large cap and

concentration on dividend instead of

capital gains – this should be our

starting point.

+ Foreign funds investing in the Indian

stock market will slow down for the

time being. The power of foreign money

is such that, although it controls only

15 – 20 % of the total market, it acts

with somewhat of a herd mentality.

Therefore, markets will remain range

bound for some time.

+ As the US economy alongwith the

European economy suffers a

downturn, prices of commodities such

as oil, food articles, metals etc. will

come down to realistic level. This will

in turn bring down inflation and enable

the RBI to cut interest rates – a

beneficial ef fect for the economy.

Should we enter interest rate sensitive

sectors such as banks, auto etc.?

A major part of the earnings of the IT sector

comes from the US, especially from such

firms such as Lehman, Citibank etc.

Therefore, those corporates in the IT sector

having a major part of their revenues from

the US may stay subdued for a while.

Lastly, we must get rid of the notion

(especially prevailing among Indians)

house prices always go up. They may come

down too !

.... Rohit Dhakras

HOUSE PRICES AND THE COLLAPSE OF FINANCIAL

SECTOR BIGWIGS

CURRENT AFFAIRS

Get active. You should aim for 30 minutes of moderate intensity exercise a day- it improves your mental health and

wellbeing too.
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The reinsurance world attaches a great

deal of significance to meetings and

personal interactions as reinsurance

business is heavily dependent on

relationships. The Monte Carlo

Rendezvous is one such international and

informal reinsurance conference which

provides the underwriters,

intermediaries, lawyers and consultants

an occasion to interact with one another.

This conference sets in motion the

negotiation process ahead of the January

renewal season.

Monte Carlo is an administrative

area within the ‘city-state’ of

Monaco located on the northern coast

of the Mediterranean Sea completely

enclosed by France.  Governed as a

Sovereign Monarchy, Sovereign Prince of

Monaco (His Serene Highness Albert II) is

the Head of the State and the Minister of

State who presides over a four member

Cabinet is the Head of the Government.

The main source of income for Monaco

is tourism.  One of the most densely

populated country in the world, most of

Monaco’s 33,000 residents are rich and

wealthy foreigners and only 5,000 are

native Monegasques.

Monte Carlo is essentially a resort area

named after Prince Charles III of Monaco.

Well known for its glamour, scenic beauty,

casino and high adrenaline activities like

the Formula One Grand Prix and Tennis

Tournament; Monte Carlo is also home

and host to brightest luminaries of

painting, stage, film, dance, music and

the business world.

‘Why at Monte Carlo?’  is a natural

question considering that there are no

local insurance companies in Monaco.

But this has been one of the reasons for

holding the conference at Monte Carlo.

The glamour attached to the place and

the plentiful sunshine in the somber

September makes this an attractive place

for the reinsurance world especially the

European fraternity. It prides itself to be

one of the safest areas in the world.  Being

a tourist attraction, it provides extensive

and high quality hotel facilities. From Nice

international airport one can reach Monte

Carlo within a very short time either by

taxi or by helicopter.

This petite place enables the guests to

have a number of appointments on a

single day. The guests can walk from one

meeting to another within the

circumscribed area.  Hotel de Paris, Café

de Paris, the Metropole, Fairmont and the

Hermitage are the popular venues for the

meetings.

The need for such a congress in the

month of September was always there

as the possible cancellations of the

January Renewals must be announced by

the end of September. In 1957, at the

initiative of the President of the

Assurances  Générales first such congress

was held. About 2 500 professionals from

80 countries meet in Monte-Carlo. Great

Britain, France, The United States,

Germany and Belgium have the largest

representation.  The event is managed by

the 15 member Organizing Committee of

the Rendez-Vous with assistance from

the Tourism Office of Monaco who put in

year round efforts for smooth conduct of

the event. As a result, over the years the

event is being organized more and more

professionally.

Rendez-Vous 2008 began in the

backdrop of the hurricane season, merger

announcement of two prominent broking

houses, threat of global recession and

credit crunch.   The action began with the

evening Cocktails organized by Reinsurers

 The Monte Carlo Rendezvous - A Report

HAPPENINGS

Anil Sant, Yogesh Lohiya, James Summers Coopergay, David Huckstepp, Habib Kattan Kiln and

D. R. Waghela.

Manage your weight. extra weight increases the risk of coronary heart disease and diabetes.



www.gicofindia.in9

GIC Re NEWS
ISSUE  04 VOLUME 01 Sept. 2008

/ Brokers on Sunday the 7th September.

On Monday the 8th, the Chairman of the

Organizing Committee held a Press

Conference, which is a regular event. The

official Cocktail party was hosted by the

Organizing Committee on Monday

evening at the Terraces of Fairmont Hotel.

This party provided an opportunity to the

participants to interact with those with

whom a ‘rendezvous’ could not be fixed.

The insurance press covers this event

on day to day basis. Reactions, Insurance

Day, Business Insurance, Global

Reinsurance bring out special Monte

Carlo editions.  There was meetings’

galore for all during the three days.  In

addition to the topics of mutual interests,

the guests also discussed ‘merger’,

‘Gustav’, ‘Hanna’ and ‘Ike’.  It was felt that

the number of attendees was slightly less

than the previous year as finding tables,

finding one’s counterpart was easier this

year.

Attending international events has

been a part of marketing strategy

of GIC Re ever since it has picked up

the gauntlet of becoming an international

reinsurer of choice. Monte Carlo event is

undoubtedly the most important event for

the players in the reinsurance world and

GIC Re over the years has successfully

utilized the platform to form strategic

alliances, publicize its new initiatives,

gather the mood of the market and meet

its business associates.

For GIC Re team headed by its

Chairman cum Managing Director

Mr. Yogesh Lohiya, the conference

commenced on a positive note with GIC

Re appearing at 16th position in the S&P

Top 40 Global Reinsurance Groups

(ranked by Net Reinsurance Premiums

Written).  The other two members of GIC

Re delegation Mr. D.R. Waghela, AGM, RI

Dept and Mr. Anil Sant, Chief Manager,

GIC of India UK Branch rallied round CMD

to ensure things go as per the plan. The

delegation had a series of appointments

lined up all through the event with

reinsurance and insurance companies,

brokers and consultants. “It was hectic

but a satisfying experience” said Mr. Sant.

Reactions and Insurance Day

interviewed GIC Re CMD in which he

announced that GIC Re is eyeing Brazilian

market and that GIC Re has taken suitable

steps to register with the Brazilian

Regulator in terms of the new regulations

there.  He informed about the upgradation

HAPPENINGS

of GIC’s London office to a full-fledged

branch office in January this year and GIC

Re joining hands with Hannover Life Re

for life reinsurance business. “Our goal is

to achieve a 50/50 balance between

domestic and international business by

2015”, he said.

One of the most important meetings of

GIC Re team was the luncheon meeting

with Mr. Ajit Jain.  Mr. Jain is the India -

born CEO of National Indemnity –

Berkshire Hathway, whose name has

appeared at 6th place in the latest edition

of Global Reinsurance Magazine’s list of

40 most influential persons in the

reinsurance world.

The event is also attracting increasing

number of participants from India.

Apart from protagonists from the broking

community, executives from Indian

insurance companies are also mustering

at Monte Carlo evidencing the growing

Indian insurance market.

Most of the participants were on their way

home on Thursday the 11th September

setting their sight on the next important

event of the year – the Baden Baden

Meetings in the last week of October,

2008.

On his return Mr. Waghela aptly

recapitulated the Rendez-Vous, “It was a

wonderful experience, meeting global

reinsurers, insurers & intermediaries, at

one place, which sets the agenda for

upcoming January renewals.”

...Sanjay Mokashi

(With special thanks to Mr. Anil Sant for

his valuable inputs and for providing the

photographs)

Get your blood pressure and cholesterol levels checked. The higher your blood pressure, the shorter your life expectancy.

GIC Re moves to 16th

position in the S & P Top 40

global Reinsurance Groups

ranked by Net Reinsurance

Premiums written
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POOL- A SUCCESS STORY

Introduction
The Indian Market Terrorism Risk

Insurance Pool (hereinafter referred as

‘the Pool’) was formed in April 2002 as

an initiative by all the non-life insurance

companies in India in the aftermath of

withdrawal of insurance and reinsurance

capacity for terrorism risk in the

international market, after the 9/11

incident.  The Pool has completed six

years of successful operation and

continuing to provide automatic capacity

to the domestic insurance companies for

covering terrorism risk. The Pool enables

members/non-life insurance companies

to provide insurance cover against

terrorism risk in India on the combined

underwriting capacity of the members and

GIC Re. The Pool is administered by GIC

Re. The rates, terms and conditions of

insurance for terrorism risk are

determined by the Pool Underwriting

Committee and filed with the regulator

from time to time.

Membership & Share in the Pool
All non-life insurance companies

operating in India, apart from GIC Re and

the Gujarat Government Insurance Fund,

are members of the Pool. New insurance

companies who are recently registered to

carry on general insurance business in

India are also included in the membership

of the Pool. The present membership

strength of the Pool is 18. Members’

share in the Pool is decided on the basis

of capacity provided by them to the Pool.

The Pool results are shared among the

Pool members in the same proportion as

the capacity provided.

Definition of Terrorism
Under the Pool arrangement, an act of

Terrorism means an act, including but not

limited to, the use of force or violence

and/or the threat thereof, of any person

or group(s) of persons, whether acting

alone or on behalf of or in connection with

any organization(s) or government(s),

committed for political, religious,

ideological or similar purpose, including

the intention to influence any government

and/or to put the public or any section of

the public in fear.

Nature & Applicability
Terrorism insurance in India is provided

as an additional cover by endorsement

under property insurance policies at the

option of the insured. The Pool is

applicable to all insurances of terrorism

risk insured along with the insurances of

property in any of the insured classes. The

classes of insurance presently covered by

the Pool are Fire, IAR, Engineering (EAR,

CAR, MCE, SCE, CECR, CPM, EEI), property

section of certain package policies and

miscellaneous policies (Jewellers’ Block,

Port Package, Cellular Network etc.).

Entire terrorism risk premium on property

insurance policies written by all non-life

insurance companies as pool members

is reinsured with the other pool members.

The Pool functions as a multilateral

reinsurance arrangement of terrorism

risks insured by any of the Members, with

all the other members and the GIC Re as

reinsurers, in agreed proportions. Each

Member participates in all insurances of

terrorism risk coming within the Pool’s

scope, to the extent of its share, and the

liability of each Member is co-extensive

and co-terminus with the liability under

the original policy of insurance of terrorism

risk.

Limit Of Insurance (Pool Capacity)
The insurance against terrorism risk

under the Pool arrangement is offered

with a maximum limit of liability per

location, which is decided by the Pool

Underwriting Committee from time to

time. If there are multiple risks within the

same compound / location, the maximum

aggregate loss payable per compound/

location is subject to this limit, and if the

actual aggregate loss at one compound/

location is more than the limit, the claim

payable for each risk is reduced in

proportion to their sum insured.

Starting with an initial capacity of Rs. 200

crores per location when the Pool was

started in 2002, and considering the

INDIAN MARKET TERRORISM RISK INSURANCE

POOL – A SUCCESS STORY
positive underwriting results of the Pool

over the years, the Pool capacity has

progressively increased to the present

level of Rs. 750 crores per location, as

represented in Fig.1

Premium Rates & Deductibles

The premium rates charged for terrorism

risk under the Pool arrangement are on a

sliding scale for different slabs of Sum

Insured (total of Material Damage and

Loss of Profit). The Pool adopts a

differential premium rating structure for

three broad categories of risk viz.,

industrial, non-industrial and residential

risks.  The rates charged are net and no

discounts are applicable. Only Long Term

Discount for Project Insurances (CAR/EAR

policies) is allowed.  The cover in the

original policy is subject to a deductible,

depending on the three broad categories

of risk as above.

The rates are reviewed periodically by the

Pool Underwriting Committee, depending

on the performance of the Pool and the

market trends, and agreed to be uniformly

adopted by all Pool members. Over the

period of six years from the inception of

the Pool, the premium rates have been

thrice revised downwards.

Fig.2 shows the growth trend of the Pool’s

premium since its inception.

 Learn to manage your stress levels. If you find things are getting on top of you, this may increase your risk of a heart attack.
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Excess of Loss Protection for the
Pool
The claims experience under the Pool

arrangement has been favourable with no

major claims. However, to protect against

large catastrophic losses, the Pool is

protected by an Excess of Loss

reinsurance cover beyond the Pool’s net

retention. Pool Members also participate

as reinsurers on the XL cover, apart from

some foreign reinsurers. No recoveries

have been triggered under the XL cover

so far.

Administration & Accounting
Each Member retains its share on

terrorism risk insurances underwritten by

it and reinsures the balance with all the

members and GIC Re in specified

proportions. Each member shall

obligatorily accept by way of reinsurance,

its specified share, as reinsurance of all

the insurances of terrorism risk insured

by any of the other members.

Members render Accounts to Pool

Manager on quarterly basis within

specified period from the end of quarter

along with the premium remittance.

Claims, if any, are deducted by members

from the remittance. Surplus funds of the

Pool are invested by the Pool Manager as

per the Investment Guidelines decided by

the Pool Committee.

Conclusion
Automatic treaty protections for terrorism

risk are still not easily available in the

market. In this scenario, the Indian

Market Terrorism Risk Insurance Pool has

fulfilled its objective in providing capacity

for writing terrorism insurance to

domestic insurers, and in turn, has

serviced the insurance needs of the public

and industry in the country.

...Balaji Thiagarajan

Check your family history . If a close relative is at risk of developing coronary heart disease then you could be at risk too.

POOL - A SUCCESS STORY

Reputed global reinsurers sustain a key

competitive edge via improving their

corporate strategy and business

development through professional

training support to their valued clients by

conducting conferences/ workshops and

organising professional training courses.

GIC Re is no exception.

Over the years, GIC Re has gained

considerable expertise in operational

modalities of reinsurance and also

developed strong national and

international contacts required for the

reinsurance business.  GIC Re has been

organising trainings & conferences for the

valued clients.

Second International Training programme

on reinsurance was organized at West

End Hotel at New Marine Lines, Mumbai

between 28th July & 4th August 2008.

There were 22 participants in the

programme, 12 from Africa & SAARC, 2

each from National & New India, one from

United India and 4 from GIC Re. Middle

level officials from insurance companies

from Kenya, Uganda, Tanzania, Bhutan,

Nepal, Bangladesh & Sri Lanka

participated in the 8 days programme.

Programme was inaugurated by Mr.

Raghavan, General Manager and Mr. K.

Raghunath & Mr. P. K. Bhagat, DGMs were

present and addressed the participants.

18 technical sessions on various subjects

were held.  Faculty was drawn mainly from

GIC Re, ex-GIC Re officials, broking

community and from process /

manufacturing industries.  An industrial

visit was organized on 2nd August 2008

to Thermax Industries at Chinchwad, Pune.

Thermax is one of the few companies in

the world that offer integrated solutions

in energy & environment management.  It

has demonstrated engineering expertise

in heating, cooling, water and waste

management.  It was an experience in

itself to visit the plant & understand

processes as also evaluate risks involved.

On the last day, participants made

presentations on respective countries and

companies and then visited ‘Suraksha’,

GIC Re’s head quarters.  They had an

opportunity to understand operational

functioning of GIC Re and meet some of

the executives.  Valedictory function was

organized at Board room of GIC Re where

CMD, GIC Re Mr. Yogesh Lohiya awarded

participation certificates to the

participants.

From the feedback received from the

participants, it can be concluded that the

programme was very much useful and has

achieved its purpose.

The programme was successfully

coordinated by Mr Deepak Godbole ably

supported by all organising committee

members namely Ms P. G. Manisha, Mr

Anoop Khanna, Mr  Vijay Kamble, Mr

Satish Naik, Mr Ashok Mistry & Mr

Shashikant Pawar.

... Deepak Godbole

2nd International Training programme for
participants from Africa & SAARC

Group photograph after inauguration Participants on Industrial visit
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India has either too much or too little of

almost everything, even nature’s bounty.

Every year during the monsoon season

some parts of the country get excess

rainfall leading to floods and yet other

regions get scanty precipitation leading to

drought.

According to World Bank’s Natural

Disaster Hotspot Global Analysis (2005)

the Indian sub-continent is particularly

prone to risk of floods. The study

estimates that 40 million hectares,

representing 12% of our total

geographical area, is flood prone.

Some areas of our country every year reel

under severe effects of flooding that

follows excess rainfall in those areas.

Each year millions of people undergo

 FLOODS IN EASTERN & NORTHERN INDIA

RECIPE

Ingredients:

2 cups rice

1 tbsp udad dal

1 coconut

1 cup jaggery

Cardamom powder

1 ripe banana (optional)

Pinch of salt.

2. Grate Coconut and jaggery.  Pour the

fine paste of rice and Udad dal over it.

3. Add cardamom powder, ripe banana

paste and salt and stir it.  Keep the

batter for 2 hrs.

4. Heat Non-stick AppamTawa on a slow

flame.

5. pour a spoonful of batter in each hole

and cover with a lid.

6. with the help of a stick or spoon slowly

turn it upside down.

...Usha Kamath

Make sure you can recognise the early signs of coronary heart disease .

Ingredients

Drumstick   - 2 nos

Carrot        - 100 gms

Padwal      - 100gms

Beans        - 100 gms

White Pumpin – 100 gms

Red Pumpkin  -  100 gms

Suran (Yam)    - 100 gms

Banana (raw)  -   2 nos  

Chawli           - 100 gms

Papdi            -  100 gms

Brinjal (Optional) – 100 gms

II)  Coconut     -  1 no.

      Green Chillies  -  7 nos.

       Jeera              - 2 teaspoon

       Curd       - 1 cup

III  Coconut oil      - 4 teaspoon

       Curry leaves    -  about 15 nos.

For Masala :

Scrape the coconut  and grind it along with

green chillies, jeera and curd into a fairly

fine paste.

Method :

1. Cut all the vegetables lengthwise

A V I A L

A P P A M

1. Soak rice and Udad dal for 2 hrs.  Grind

it to a fine paste.  

(atleast 4 cm) . and clean it.

2. Boil the vegetables  with 4 cups of

water along with haldi powder

(turmeric)  and salt to taste.

3. When done, add the ground masala

and mix well.

4. Boil for 5 minutes.

5. Remove from the gas and add curry

leaves  and coconut oil.

6. Mix well and serve with Sambhar Rice,

or Rotis.

Note  :

1. While Boiling the vegetables, water

should not be more than the

vegetables.

2.  If curd is not available, you may add

tamrind juice (imli) or one  raw mango

(cut) along with vegetables.  

...Bhanumati Kurup

untold misery due to floods. Thousands

die and property worth millions is

destroyed. Floods are one of the scariest

weather disasters and can be extremely

dangerous. The force of six inches of

swiftly moving water can knock people

off their feet.

Monsoon season of 2008 has been no

different. In August this year Bihar saw one

of the most devastating floods in recent

history. Over 800 villages were destroyed.

Initial reports suggest crops worth

Rs. 150 crore have been destroyed by the

flood. It appears to be a rather

conservative estimate. The figure is likely

to go up.  This year over 18.6 million

people were affected across India and

1,778 killed. It has been a major blow to

the country’s economy and people.

Subsequently, Orissa, Gujarat,

Maharashtra and Assam were in the

throes of severe floods. It is certainly

impossible to quantify the personal and

economic losses due to these floods.

Employees of the Corporation have

always been known to rise to the occasion

and contribute their bit in supporting the

governmental efforts in restoration of the

situation in times of calamities. Once

again as a token of their commitment,

the employees of the Corporation have

decided to contribute to the Prime

Minister’s National Relief Fund.

...Editorial Desk

...........................................................................................
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FOCUS

 A heart-healthy lifestyle leads to a better and longer life

The oldest branch of insurance, marine

insurance with its intricate layer of risks is

a fascinating business.  I would personally

like to believe that marine insurance still

retains a slice of that old world charm

which makes it enchanting and endearing

to a marine insurance practitioner.  As you

delve into its myriad facets, you get caught

up in a world of mystery— of sea voyages,

adventures of the seas and unknown

treasures of the sea kingdom.  That

should perhaps explain the timeless

appeal and intrigue of the marine

insurance business. Marine insurance

practitioners do take pride in the oft

remarked statement that a marine

underwriter is a true underwriter because

he has to grapple with various factors

ranging from the geography of the place,

infrastructure of ports, shipping laws,

maritime conventions, the nature of

commodities, mode of packing and

transportation, to that of the type/ year of

built / GRT and class/Protection &

Indemnity (P &I) of the vessel.

Conceptually, marine insurance is

different from other branches of

insurance, in many ways.  Which other

class of insurance pays more than the

Sum insured for the same casualty or pays

successive losses without reinstatement

during the same policy period or pays ‘new

for old’ at the time of loss?  More

interesting are the general average

situations which form complex studies by

themselves, leave alone the York Antwerp

rules and the Rules of Practice of the

Average Adjusters Association. The thin

line of demarcation between Sue &

Labour charges & Salvage charges are as

mind boggling as the nuances of a general

average guarantee and salvage security.

One has to deal with an additional

Average Adjuster’s Report along with the

Surveyor’s Report while scrutinizing hull

claims for claims apportionment. The

Carriage of Goods Act and Hamburg /

Hague Visby Rules along with the Marine

Insurance Act provide an interesting study

as well.

The sheer size and the enormity of the

risks in a marine voyage has always

intrigued me. It is the high concentration

of values and the severity of losses that

should determine the pricing rationale.  All

underwriters, particularly the newer

players need to be aware of the swiftly

changing risk profile. We now have

cruiseships bordering on 6000

passengers and the new generation of

containerships having capacity of 13500

teu.  These massive vessels represent

huge risk exposures per keel. Today’s

ships are bigger and infinitely more

complicated.  There are many more at sea

and their cargoes are much more varied

and frequently more dangerous than

before.  A simple breakdown in any of the

microsystems essential to the operation

of a modern ship, such as a

misunderstood command or a small

mechanical failure, can lead to a disaster

that results in the loss of ship and its cargo

and can potentially create huge damage

to the marine environment.

Given the volatility of marine business, it

is difficult to predict the results for any

year. After a couple of benign years, in

2007 the international marine market

suffered a series of major losses with the

claims on the Hull and Machinery side

alone, crossing USD 700 million. However,

the increase in the number and severity

of major claims reflects the significant

growth in shipping traffic in areas of

intense navigation such as ports, straits

and estuaries or is linked to climate

changes causing worsening

meteorological conditions.  Claims cost

has also spiralled due to hike in steel

prices and repair costs coupled with

scarcity of yard capacity and high price of

oil.  Shipyards are at full capacity and the

waiting time for repairs is often several

months with a concomitant increase in

prices. Though attritional claims have

moderated, and the frequency of loss is

stable, the premium rating development

has been flat since 2005.

A realistic analysis of marine casualties

would also point out that it is not the old

vessels alone that get grounded or suffer

losses, even the relatively new vessels

with not-so-experienced masters on board

and on unfamiliar routes also meet with

casualties. This bring us to the most critical

issue being debated in marine circles

today—the alarming shortage of qualified

sea farers.  With a diminishing pool of

experienced crew, human error casualties

loom large.  Thus human error and lack of

nautical expertise results in avoidable

accidents. Last year, the International

Union of Marine Insurance (IUMI)

conference at Copenhagen focused on the

technical, financial and human challenge

for marine insurance.

The golden rule for an underwriter is not

knowing how to take risks, but how to

accurately evaluate them, so that when

all the underwritten risks are added

together the result is a favourable balance

at any year end without exception.  For

insurers the premium base has increased

only as a consequence of the addition by

clients of new building, and of ship value

increases.  The current premiums and

rates are not sufficient to meet huge

claims. One of the problems with the

marine insurance market today is that

there is enough capacity and too many

providers and too many risks underwritten

on myths and poor data.  It is essential to

have a qualified data base and knowledge

about the products as the products

change character rather fast.

The Indian marine insurance market is still

going through a stage of upheaval. The

cargo insurance market detariffed in

1994, though fairly stabilized, is yet to see

prices on par with international market

rates, mainly because the market is

already attuned to the present levels of

premium. However improved conditions

in transportation and trade have brought

down the claim ratios making it profitable

even at these low premium rates. Marine

hull insurance, on the contrary, may not

spell the same story. Marine hull

insurance detariffed in 2005, has seen

alarmingly low rates, a far cry from

international hull rates, where joint hull

committees agree on minimum hull rates.

The volatile hull market has to pay huge

hull claims from the low premium funds.

So, back to basics-discipline in the

marketplace, selective and thorough

assessment of risks underpinned by

realistic, but fair pricing of the insurance

products we offer.

The world is partial towards Marine

insurance practitioners who are judged

mainly on the relative small size of marine

insurance premiums, while the

Musings of a Marine Insurance Practitioner
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INSIDE-OUTSIDE

Hearty Congratulations & a warm

welcome to all the Deputy General

Managers who have assumed

charge at GIC Re.

Ajay Kumar Mittal, a Chartered

Accountant is a Direct Recruit Officer of

the 1980 batch of United India Insurance

co. Ltd.  He has many feathers in his cap in

terms of finalisation of accounts well

before the stipulated time and also holds

the record of just fourteen days for

finalizing United India’s Chandigarh

Regional office’s accounts for the year

ending March 2008.  He has been allotted

the Finance Group and we sincerely hope

that his Midas touch would continue.

Krishan Kumar Mahajan, a New

Indian of 1980 Direct Recruit Officer

(Accounts Specialists) is a first class

commerce graduate, a first class law

graduate and is a Fellow of the Insurance

Institute of India.  He has also completed

a certificate programme on “Capital

Markets” organised by BSE and Jamnalal

Bajaj Institute of Management Studies.

He has global investment exposure and

has participated in the international

investment seminars at Thailand,

Singapore, and Shanghai. He has been

allotted the Investment Operations

Group.

It is homecoming for Y. Ramulu, who

has completed a full circle.  A Direct

Recruit Officer (Accounts Specialists) of

the 1983 batch of GIC, he is a Commerce

graduate, has a degree in Communication

and Journalism, an MBA in Finance and

an Associate of the Insurance Institute of

India.  In 1992 he was transferred to The

Oriental Insurance Company Limited,

where he held various positions. On his

return to GIC Re he has been allotted

Human Resources Group, Office Services

and Co-ordination Group.

Alice Vaidyan, a New Indian of 1983

Direct Recruit Officer (Generalist) is a

Chemistry graduate, holds a postgraduate

degree in English Literature and is also a

Fellow of the Insurance Institute of India.

An authority in Marine insurance, she was

heading the Marine Technical department

at H.O. for the past five years prior to joining

GIC Re. She has been allotted the

Reinsurance Operations group 2 which

involves underwriting of Treaty &

Facultative reinsurance pertaining to

Marine, Aviation, Oil & Energy, Liability and

Marine Pool.

Haresh L Teckchandani, a Nationalite

of 1980 Direct Recruit Officer (Engineer

batch) has a strong scholastic background

with Schooling from Don Bosco, Calcutta

where he was awarded ISC from

Cambridge, London. On the professional

side, he holds a B. Tech (Hons) degree in

Chemical Engineering from IIT, Kharagpur

and is an Associate of the Insurance

Institute of India.  A multi faceted

personality, he has been allotted the

Reinsurance Operations group 1 which

involves underwriting of Fire &

Engineering (Facultative), Risk

Management & PML calculations.

Sunil J. Kadam, Assistant Manager, left

for greener pastures after a fruitful eleven

years of association with GIC Re. We wish

him all the very best in his future

endeavour.

...K. Thangaraj

A healthy heart is vital for living life to the full, regardless of age and gender.

complexities and intricacies of marine

insurance business are sadly ignored. It is

true that marine is only responsible for a

small percentage of a composite insurer’s

premium income, but the success of an

insurance operation is not really

measured by premium income but by

result-or loss potential. And here marine,

being exposed to natural perils, liability

issues and typical accumulation in ports

and on vessels, plays an important role.

In this context, it is interesting to note that

insurance is an ageing industry and must

compete with other financial sectors,

often glossily attractive, in order to identify

and retain the best brains.  It is also a sad

fact that regrettably, the insurance

industry is not perceived or regarded as

highly as other financial services and

professions and cannot match the

salaries and perks they offer.  Hence it is

a real challenge to manage the complex

issues thrown at us almost constantly

which require experienced and trained

professionals.  To end on a more cheerful

note, in spite of all the problems besetting

the commercial marine market, a marine

insurance practitioner should retain

some optimism to survive .There is a  lot

going forward that will give the marine

insurance practitioner a bumpy yet greatly

interesting ride.

...Alice G.Vaidyan

Musings of a Marine Insurance Practitioner ...contd.
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Risk

A term which defines uncertainty of loss,

chance of loss, or the variance of actual

from expected results as it relates to

coverage provided under an insurance or

reinsurance contract.  Also the term is

used to identify the object of insurance

protection, e.g. a building, an automobile,

a human life, or exposure to liability.  In

reinsurance, each ceding company

customarily makes its own rules for

defining a risk.

The Features of risk are:

·It is associated with uncertainty

·It is neither impossible nor definite

·It has probability between zero and one

in probability sense

·It may be defined as the possibility of

adverse result leading to a loss in financial

terms

Peril:

·Is a cause of loss insured against in an

insurance policy or it can be defined as “a

term describing an event for which

insurance cover is provided” e.g. Fire,

Flood, Earthquake, accident, burglary etc.

Hazard:

·A condition which creates or increases the

chance of loss e.g. occupancy of the risk,

Installation of Fire Fighting Appliances

results in improvement of Physical hazard

of risk etc.

Net Worth:

·Also known as Shareholders / Owners

funds and mainly consists of “Share

Capital” and “General / Free Reserves”.

Policyholders Funds:

· It consists mainly of Provisions for

“Unexpired Premium Reserve” and

Outstanding Loss Reserve / Liabilities

including provision for “Incurred But Not

Reported” (IBNR) & “Incurred But Not

Enough Reported” (IBNER) claims.

Retention:

·The insurer’s retention is the limit of liability

usually expressed as a monetary amount,

which the insurer retains for its own net

account

·The Risk retention is “an amount a

company is willing to put at stake for its

own account when underwriting a single

risk or a group of risks.

·Generally it is expressed in terms of % of

Net worth (i.e. Share Capital and Free

Reserves) or % of Liquid Assets.

·The potential profitability of an insurance

portfolio depends upon underwriting skills

but the actual profit achieved will turn on

the level and form of the retention of the

insurance company.

·Retentions are usually fixed on each class

of business separately (e.g. Property,

Marine, Aviation etc.), with classes

subject to further sub-divisions such as

Marine Hull / Marine Cargo etc.

·Loss Retention is the amount of the risk

which the insurance company will pay out

of its own pocket in the event of a claim.

It is a maximum amount a company is

prepared to pay on any loss affecting a

policy, risk or group of risk.  Generally it is

expressed as % of Net Worth or of

Premium retained for own Account.

·Factors which influence retention are:

o Assets, Capital & Free Reserves and

Solvency,

o Size of Portfolio, Premium Income and

profitability

o Type & spread of Risk

Line:

·A limit of liability to be written by a Ceding

company for different classes of risk.

Retention can be termed as Line.

Line may be defined as Gross or Net.

Gross Line is a total limit of liability

accepted by an insurer on an individual

risk including amount of exposure

assumed by Reinsurer.

·Net line is an actual net retention of a

ceding company excluding amount of

exposure assumed by Reinsurer.

Arbitration Clause:

·A clause within a reinsurance agreement

providing that if the Ceding Company and

the Reinsurer fail to agree, then they

select neutral Arbitrators with the authority

to bind both parties to a solution.

Generally, this is in lieu of a judicial

settlement.

Funds Withheld:

Assets that would normally be paid over

to a reinsurer but are withheld by the

ceding company to permit statutory credit

for non-admitted reinsurance, to reduce

the potential credit risk, or to retain

control over investments.  Under

Alternative Risk Transfer covers (Financial

Cover) majority portion of Reinsurance

GLOSSARY

Premium which is due to reinsurers is

withheld by Reassuard as “Funds

Withheld”.  OR·

A provision with respect to credit for

reinsurance in a reinsurance treaty under

which the premium due to the reinsurer

is withheld and not paid by the ceding

company to enable the ceding company

to reduce its liability for unauthorized

reinsurance in its statutory statement.  The

reinsurer’s asset, in lieu of cash, is “Funds

held by or deposited with Reinsured

Companies”.

Finite Reinsurance (also known as

Financial Reinsurance, Limited

Risk Reinsurance, Non-traditional

Reinsurance,  Structured

Reinsurance): ·

A broad spectrum of treaty reinsurance

arrangements which provide reinsurance

coverage at lower margins than traditional

reinsurance, in return for a lower

probability of loss to the reinsurer.  This

reinsurance is often multi-year and often

provides a means of sharing positive or

negative claims experience with the

cedent beyond that usually provided by

traditional reinsurance.

Loss Corridor:

·A mechanism contained in a proportional

or an excess of loss agreement that

requires the ceding insurer to be

responsible for a certain amount of the

ultimate net loss that is above the

companies designated retention and

below the designated limit and which

would otherwise be reimbursed under the

Reinsurance agreement.  A loss corridor

is usually expressed as a loss ratio

percentage of the reinsurers Earned

Premium or a combined ratio if the

reinsurance agreement provides for a

ceding commission to the company.  Loss

corridors are employed to mitigate the

volatility of the reinsurance agreements.

E.g. 100% of losses between Loss ratio

65% to 75%.  This indicates the reassured

will pay 100% losses exceeding loss ratio

65% up to a max cap of 75%.  Beyond

75% loss ratio, again Reinsurer will be

responsible as per usual Reinsurance

contract.

...Rajesh Khadatare

Glossary of Insurance/Reinsurance  Terms

Exercise is the key to a healthy heart - Exercise regularly
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Dear Deepak ,

Many Thanks for sending me a

copy of  GIC Re News of June,

2008. It was nice to read all the

corporate news of GIC ..……………

All articles are good for reading

 

Thanks again and do sent future

issues.

 

Best Regards, 

 

Avinash Bagul

Malaysian Re - Dubai

An Appeal to GIC Re family members
We welcome your feedback and also it would be nice if you can send in your contributons by way of write ups for the next issue
You can send in the material to the mail id : gicrenews@gicofindia.com
Team GIC ReNEWS Editor : K Raghunath

Editorial Board : P. K. Bhagat, Deepak  Godbole, Anoop Khanna
Correspondents : Suchita Gupta, Satyajit Tripathy, J Paramsivan, Hitesh Joshi

Rajesh Khadatare, K. Thangaraj, Santosh Phatak

Views expressed in this newsletter by various people, are their own and GIC Re owes no responsibility for the same.

For Private and Restricted circulation only. Not for sale. For employees and associates of GIC Re only.

FEEDBACK

¼ããÀ¦ããè¾ã Ôãã£ããÀ¥ã ºããè½ãã ãä¶ãØã½ã
General Insurance Corporation of India

 “Suraksha",170,  Jamshedji Tata Road,Churchgate,  Mumbai - 400 020. India  Tel. 91-022-2286 7000 Fax : 91-22-289 9600

Email : info@gicofindia.com      www.gicofindia.in     Branch Offices : Dubai, London    Representative Office : Moscow

Indian Economy- Snap Shot 2007-08

For the first time after 1950-51, Indian economy recorded a growth of 9% or above for 3 years in succession.  Real GDP growth

was recorded at 9% during 2007-08, moderating from 9.6% in 2006-07 and 9.4% in 2005-06.  During April-June 2008, 7.9%

GDP growth was recorded.

Agriculture and allied activities recorded a growth of 4.5% in 2007-08.  Overall food grain production touched an all time peak

of 230.7 million tonnes.  Industrial growth during 2007-08 was recorded at 8.5% while service sector recorded a growth of

10.7%.

The savings rate increased to 34.8% of GDP and investment rate increased to 35.9% in 2007-08.

The sustained economic growth accompanied by a decline in population growth resulted in the average real per capita income

growth of 6.1% during the tenth plan (2002-07) as against 3.3% growth recorded during ninth plan (1999-2000).

(Source: RBI Annual Report Summary)

Dear Anoop,

Received Issue 03 Vol. 1 of GIC Re

NEWS  dated June. 2008.

Issue is quite informative on

happenings in GIC Re.  All articles

are interesting .

 Write up  on Aviation Underwriting

…….. is an eye opener.  

Look forward to see further issues.

With best regards

S. C.  Kapur

IFFCO-TOKIO General Insurance

Co. Ltd.

Gurugoan

Dear Raghunath ,
I just received the newsletter
of yours.
Nicely prepared.

Best Regards
M Santhana Gopalan
SCOR, Mumbai, India

Dear Deepak ,
Received the latest copy of GIC
ReNEWS………………..…………..

The two issues that I could lay my
hands on were very informative.
It would be nice if you could
include me in your mailing list.
Regards,
Sumona Roy
National Insurance Co. Ltd.
Kolkatta
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