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GENERAL INSURANCE

DISRUPTION

Can be a Celebration

Indiangeneral insurance was acesspool of restrictionsforcing most of the costobleedfor
years. Butwith theshifttowardsglobal standards, the industryisnowasunrise sector.
Somuchso,eventhegovt wantstocapitalise by listingits jewels, says Shilpy Sinha

loyd's of London is the most

revered name in global insur-

ance. Ttdoesn'tlikecontrols

like any dyed in the wool [i-
nancial servicesgiant fromthe capi-
talistworld. But when itcomes to
India, it is willing to take what's on of-
fer from the government and do busi-
nesseven if itmeans Kickingand
screaming.

Itisnotalone. For someone who
thoughtof ridingthegeneral insur-
ance waveonthe back of thestrength
of anIndianfinancial giant, Prom
Watsa, the Warren Buttett of Canacda,
isopentotakeagambleonhisown
witha partner other than ICICL

Watsa's 36% stake in TCICTT.ombanrd,
aunitof ICICI Bank, ison the block.
And heis pitching for alicense from
the Insurance Regulatory and
Development Authority of India
(TRDAT) toopen a general insurance
shop that would compete with state-
owned giantsTike New Tndia
Assurance & Oriental Insurance ancd
private playerslike HDFC Ergo.

Inthe 17 yearssince the private
sector general insurance compa-
nies were permitted to write poli-
cies, hardly anything changed for
nearly adecade. Almost every
company wasreporting losses be-
causeol controlled pricing and the
way claims weresettled. But that
may change for thebetter.

“New companiesthat are coming
inwill have very little to destabilise
marketdynamics when the industry
isat¥1.25lakh crore,” said Joydeep
Roy, leader-insurance, PwC India.
“Incustry was giving discounts to
erabmarket shareand thal isgoing (o
changenow.”

Other than Lloyd’'s whichisopening
abranch forreinsurance, Kdelweiss,
the DHFL conglomerate arealso vying
to compete with Watsa's firm. Global
reinsurers like Swiss Re and Munich
Rehaveapplied and seck tochallenge
themonopoly of GICRe in India.

The Indian general insurance indus
try, which deals with writing policies
frommoltorcycles, cars, (rucks (o
health insurance (provides for hospi-
talisation expenses), comprises 29
companicsand generatesanannual
premiumof ¥1.251akh crore, Itisstill
dominated by the public sector com-
panies, but the likes of ICICI
[Lombard, Bajaj Allianz General
Insurance andITDIC Ergo have made
strides with advancing market share.
Tt is ranked 18th among 88 nations.

Starsarealigningforthe businessto

getmore profitablenow thaninthe
past-beil technology or the changes
inregulations, including the provi-
sionsol the Motor Vehicles Act, and
the improvingdata availability with
the information bureauhelping to
climinate frauds.

Itallchanged in 2007 when the insur-
anceregulatorbrought in the detarif.
fication policy, except for third party
motorinsurance where theregulator
retains price control. Ithas raised
third party premiumrate hy100% in
thelast five years. Now, companies are
responsible [or assessing
risk and protecting
their profits.

Forcars
below

Motor includ
third party and own
damage constitutes.

of the industry

Next phase of

liberalization

when pricing
freed up

Industry
opened
to private
companies

%

Govt approves
listing of state
run general
Insurance

(EETTREETA TS

1000ce
(like Alto,
Nanoand
Kwid) the premi-
umhasgoneuphy
40% to¥2,055, for compacts or
B segmentears (1000ce and 1500¢c) the
increasehasbeen40% toz2,237, while
[orsedans, theregulatorhas in
creased ithy 25% asof April 2016.
Motor andhealth, which constitutes
65-70% of the industry, hasalways
been the Achilles heel for the general
insurance industry. Tt is beset with
losses in the third party motor seg-
ment, whichis35% of the industry
The good news is that the third party
1()SS ratios h:]V(! come (1()Wl1 ()V(?I‘fh(!
last few years. “It is hoped thalover

thenextfewyears, this segment
would start providing reasonable eco
nomicprofit,” said Bajaj Allianz in its
lastannualreport.

The Motor Vehicles Bill 2016 pro-
posed helty penalties forviolating
road safety rules and thisisexpected
toboost car insurance growth.

K Sanath Kumar, chairman,
National Insurance Company;, saicl
thatabouthalf of thevehicles and
majority of two-wheelers have no in-
surance despite thefact thal third par

ty insurance is mandatory un-
derthelaw.
Oncof the ma-
jorprovi-
sionsin
the

FDI
limit
raised
to 49%
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HDFC Ergo
acquires
L&T General
Insurance

UK-based
insurer RSA sells
stake in Royal )
Sundaram ~ Bill
in-
cludes
rise in com-
pensation for hit-
and-runcasesto¥2lakh

from 225,000. Tt also provides for com
pensationupto¥10 lakh forroac acci-
dent fatalities.

TheBillislikely tobe placed in
Parliament in the Budget Session.

Fven after permitting private play-
ers, theattitude of theregulator was
moresocialisticas it controlled prices
and paid the claimsout of apoolof re-
sources created from the premiums
collected by all the companies based
onadelined proportion. The worst
among them was the claims from
third partiesin the case of anaccident

involvinganautomobile,

“Thirdparty motor claimsof 15,000
croresofar has beena drag on profita-
bility of general insurance compa-
nies,” said said Bhargav Dasgupta,
MD and CEQ, ICICI Lombard General
Insurance.

Technology is another tool that
companies are betting on to 1ift
their fortunes.

Today motor; health and travel in-
surance policies aresold online.
Policies are sold online or through
agents, manufacturers and banks.
Bulonlinesalesaremerely 3% com-
paredto30% inthe USand UK.

“Disruption will come in the indus-
try with companies focusing on pure

onlinedistribution,” said Tapan

Singhel, MD and CEQ, Bajaj Allianz
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General Insurance,

Founders ol Coverfoxhave applied
forageneral insurance licenseto sell
policies primarily through online
channel,onthelines of Warren

Buffet's Geico inthe US.,

FRAUDS BEHIND?

For the past couple of years, in-

surance companies have been

sharing datato detect frauds in
the system. They have tiedup
with LexisNexis ancd Experian
lo collate dalabase on [rauds.

Accordingly, they aretraining

claimsassessors to document
claims decisionsand have prop-
erevidence onrecord torepudi-
atesuch frauds.
Insurers have blacklisted
around 70 locations to prevent
fraudulent claims.

Thegovernment’s decision (o list
five state-owned general insurance
companies alterraising the foreign di-
rect investmoentlimitto49% isKin-
dling hopes ol agrowing market.

Though the general insurance in-
dustry has been growing at 15-18%
overthelast several years, insurance
penetration has remained stagnant at
0.7% of the GDP from 0.6% in2000.

When growth isaccompanied by bet-
terprofitnumbersas the industry
corrects its past mistakes, itmay be
hetter daysaheac.

“With the government insurance
companies going public, it would give
abetter indication on valuation, giv-
inghopetothe industry,” said Abizer
Diwanji, national head of financial
servicesat LY. “Rising transparency
and informal sector coming into for-
mal, is expected to create opportuni-
tiesfor general insurers.”




