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“Underwriting results are
not satisfactory”

Luc-Edmond Metevier, CEO of Methaq Takaful Insurance Company in a candid
conversation with INSURE Editor-in-Chief Abdulrahman Abdullah in Dubai recently. Excerpts:




Tell me about Methagq.

Methaq Takaful is a general Insurance
Company listed on the Abu Dhabi
Securities Exchange in May, 2008. The
IPO was oversubscribed 43 times and in
the following few months its stock price
shot up seven times because the Takaful
industry is viewed positively in general
and Methaq Takaful is in particular
considered to have an excellent potential.
Methaqg Takaful base capital is AED 150
million which is more than adequate to
manage our business for the next five
years in terms of solvency margin.

Despite the financial crisis which has
eroded the capital of some players on the
market, we have managed its investments
carefully and profitably, as shown by our
last Q3 results. Actually, the current world
financial crisis shows how relevant are the
Islamic tenets in terms of investments and
finance, when implemented in the right
spirit, as they foster more security than in
the conventional sector.

Our Board and Management have
elaborated a unique strategy, and we
are now fully involved in its disciplined
execution. Our business model, processes
and underwriting are very clear and well
structured. They result from the large and
deep experiences our Management Team
gained in markets such as Saudi Arabia,
Egypt, Gulf countries and also in Europe.
This helps us better compare, analyze and
understand business opportunities and
what are the best practices to deal with
them.

Did you face any challenges in
hiring technically sound insurance
manpower?

I know this answer might be surprising,
but not at all. Actually, after 20 years of
experience, in different countries and
in 3 multinational Companies, we had
the chance to work with a number of
colleagues, in all fields, and we do know
who can really support our business model
and deliver. As a number of excellent
companies and people in the US, Europe,
etc are facing difficulties in the current
financial crisis; many talents are open to
come in growth markets like the GCC and
especially the UAE where Abu Dhabi and
Dubai gained recognition.

Besides, since ours is a new company
(per definition clean from all the financial

crisis’s problems), which develops a
unique business model, supported by
high tech and ethics as a competitive
advantage, Methaq Takaful is attractive
for all stakeholders, candidates, but
also business partners and of course
customers.

All the managers - technicians —
employees we are recruiting are known to
us for many years. We do not recruit from
the market through the standard process.
We have not so far directly approached
future employees, as they have raised
their hands first. We have, therefore,
recruited quite easily our Underwriting,
IT, and Operations Teams, as well as our
Engineering and Integration Engineer.

This is the first time, we hear about an
insurance company hiring an engineer...

Actually, developing a business
processes scientifically, including of
course the tasks performed inside the
Company (across Departments) as well
as integrating the ones performed outside
(outsourced) in a single — streamlined
— efficient business process, requires the
brains and methods used by engineers, like
in the automotive industry. Thinking in a
structured way, using analytical methods
and models, to optimize processes is
actually a must.

What is the difference between launch-
ing a Takaful Company and a Conven-
tional Company?

A conventional Company is simpler
than a Takaful company. | have launched
a Mutual company (Tawuniya) in Saudi
Arabia and worked for/with Mutual
Companies in Europe in the past years.
If you can manage a Mutual Company,
you can handle a Takaful Operator, as
they are quite similar. Takaful has a few
more specificities that make it unique as a
business model.

There are 57 companies, amongst which
27 national players including yours. Do
we really need that many players?

The market is definitely too small to
deserve that many companies. The market
is also still quite young and consolidation
will happen... Up to 2007, some of these
companies showed profitable thanks the
investment side (which is more difficult
these days), but not really on the technical
side.

Unfortunately, a number of companies
compete well too much on the price and
underwriting results are therefore not
satisfactory. This can’t but affect quality
of service ultimately. Methaq Takaful
believes in disciplined underwriting and
excellent services are the two sides of the
same coin. The market will consolidate
and if opportunities arise, we should study
them, based on their own merits.

After Abu Dhabi and Dubai, where are
you heading?

We have to service distribution partners
wherever their business is. Our next step
will, therefore, be to develop a branch
and service platform to support business
partners in the Northern Emirates.

How do you see the growth of Takaful
Insurance in UAE?

Takaful is growing faster than
conventional, but not moving as fast
as it should. The number of Takaful
Company is growing from 3 to 7, but this
is still “marginal” compared with the 47
conventional Companies. Also, Takaful
Companies with 3-4 years experience are
very few. Overall, the Takaful business
model is still young and for sure will
blossom and mature with time, despite this
will be fast compared with conventional
companies. In 5 years time, | would not
be surprised if Takaful Companies have a
30% market share and well above 50% in
less than 10 years, as some conventional
players will convert into Takaful.

Takaful companies we understand are
transferring some risks to conventional
reinsurers due to the shortage of Takaful
reinsurance. What’s your take on this?
Takaful is a true concept and business
model which deserves to be implemented
in “good faith”. As a Takaful Company,
Methag has to find the right balance
between good reinsurance securities,
meaning with a rating of A and above,
good capacity and good technical support.
All this is becoming more and more
available within the Retakaful operators.
At Methaq Takaful, reinsurance will
largely be Retakaful, and most probably
with an excellent Retakaful treaty leader.

How bancassurance fits with your busi-
ness model?
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The business model of our company
is mainly what we call “business to
business”. This means that we specialise
in tailor making products, services and
business processes, largely through the
web, to support our business partners like
banks and financial institutions. Most
of us at Methaq Takaful gained a large
experience in the banking and financial
sectors and specialized in insurance (Life
and Non Life). Nowadays in the UAE
market, bancassurance is considered as the
distribution of the insurance Company’s
standard products, by the sales channels
of a bank.

Sometimes, the insurance Company
adjusts these products to the characteristics
of the Banks (customization). However,
these adjustments remain at the level of
the product and their marketing. Most
of the time, the business process is not,
or only partially, integrated between the
insurance Company and the bank, and a
number of manual operations still have to
be performed like documents handling,
mailing between the insurance Company
and the bank, signing off the application
by the customer, issuance of the policy
by insurance Company, the bank debiting
the client and ultimately the policy being
delivered. All this can’t but affect turn
around time and quality of service.

As formers bankers - bancasurance
experts - insurance executives specialized
in business processes — and above all
as demanding customers we, at Methaq
Takaful, design products that are fully
adjusted to the banks or financial
institutions we partner with. Besides, we
completely integrate the bank’s business
process to ours (or vice versa) in order
to achieve only one streamlined process,
using a full suite of web services thanks to
very advanced and flexible IT. Our Team
has already done this in Europe with
more than 20 banks, as well as in Egypt
and Saudi Arabia, at different levels,
and is now extending this know — how
in the UAE and in the future in the GCC
countries were we could expand.

Methaq Takaful is a Non-life Company.
When are you going to launch a life
Company?

We have already started 2 months ago
to work on the strategy, business model,
and general organization, and finalized

the Life Business Plan a few days ago. We
have already started presenting to potential
partners, the exclusive services the family
Takaful Company would we offering
and the feed back we have received is
above expectations. We are therefore very
confident in the launch of Methaq’s sister
Family Takaful Company.

A formal licensing request to the
Insurance Authorities will be introduced
very soon. This way, we will be able to
offer our business partners a complete
range of non-life and life services,

designed for specific customer segments
(individuals, as well as for SMEs and
large Corporations) in a Shariah compliant
manner. What customers and distribution
partners want is to find responses to their
needs, they are not interested in knowing
if a Personal Accident Policy is a life or
non life product, they simply look for
easy — understandable - fast solutions
to cover themselves - families — assets
— liabilities — and businesses against the
dire consequences some ‘“unexpected”
events can have.



The Emirates Insurance Authority is
acting as regulator recently. What is the
first thing the authority should do to the
market?

I guess what | will say is common
sense. Of course regulators, like
insurance Companies, need to analyze
the best practices in the world and adjust
them to the specificities of the UAE. The
insurance Companies also need to tell the
Authorities about what they need to better
operate and develop the best possible
standards to service customers and other
stakeholders. This is what made a country
like Luxembourg for example such a great
place from where performing insurance
all across the European Community.

It is essential for the regulator to
ensure that companies are solvent at all
times to protect the customers. The mater
of some regulatory framework specific
to the Takaful market should and will
probably be discussed soon, as there
are different models currently in place.
Regular interaction with authorities will
help the market to grow and structure
strongly.

During the current financial crisis,
many large and sometimes multina-
tional Companies have been seriously
affected, and some had to recapitalize,
be bailed out, etc. Will insurance Com-
panies in the region be affected?

The important lesson is that some
(cleverer) regulation is needed. My
concern is that the pendulum will move
from one excess (excessive deregulation)
to the other (excessive regulation). We
don’t actually need more regulation, but of
course we need better regulation, including
all aspects, such as hedge funds, the use
of derivative, etc. Only a few months
ago, some ultra liberals in some countries
were considering other countries as “too
conservative, over regulated, backward,
etc”. Now in the midst of the crisis, the
same critics are asking the governments
and regulators to bail them out and to
pass laws for that... People should be
more open to discussion, and listening to
others’ experiences. The truth is always in
the middle, in a balanced approach...

This would help bridge the regulation
gaps between countries, as ultimately all
are interdependent. Insurance is supposed
to protect people, not to expose them to

extra risks, and especially risks which
were not disclosed to them. It goes
without saying that Insurance is first and
foremost INSURANCE and our primary
(if not only) duty is to deliver our promise
to ENSURE. We must be there after the
storm, and we can’t be part of the wind or
rain. We are supposed be the shelter!

Unfortunately, a number of insurance
Companies in search for always higher
profits (as these can’t always come from
insurance itself, which is somewhat
cyclical) moved to banking and asset
management (for the assets held to
match their liabilities) and then to third
party asset management, in all classes of
assets (equities, bonds, money market, in
all sectors and regions, and also launch
so called “structured products”). Some
Companies also developed in hedge funds,
starting to enjoy derivatives and complex
financial products... Some others moved
also to leasing (cars, equipment, etc,
and even cargos, boats, to end up with
aircrafts).

Piling up new activities, diversifying
from insurance into the whole financial
sector, might improve profitability of a
Group, but it also increases its complexity
and reduced its controllability, as side

effects can’t always be identified,
evaluated, and mitigated. The llya
Prigogine “butterfly effect” - the

domino effect and systemic risks might

il

hide somewhere... In such “financial
conglomerates”, sometimes “marginal”
activity can deeply affect the core
activity. Simpler, more focussed, clearer,
more sustainable and socially responsible
business models, like Takaful Insurance,
should definitely emerge stronger from the
crisis, for Muslims and non Muslims...

How do you see the awareness of in-
surance in the region, especially when
you consider spending for insurance to
GDP, and how we can improve it?

We should not compare Europe with
our region, it’s not fair. In Europe, it
took 150 years to reach where they
are. In the Gulf, insurance is just three
decades old. The awareness will grow as
the economy develops and diversifies.
Takaful Companies were the “missing
link” in the evolution of the financial
sector in the GCC, Arab, and Muslim
world. Takaful Companies are bound to
innovate with new products and services,
not simply “takafulizing” conventional
products. This is simply not enough.
Takaful Insurance, can refer to its ethical
principles to invent really new products,
based on different pricing and technical
mechanisms. Takaful insurance will close
the gap with conventional within 10 years
thanks to its better cultural and ethical
approach to the mater of insurance in our
regions.
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