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OECD Announces Agreement Toward 

Global Minimum Tax

On October 8, 2021, the Organization for Economic Cooperation and Development (OECD) 

announced that 136 out of 140 countries and jurisdictions agreed that certain multinational 

enterprises (MNEs) will be subject to a minimum tax rate of 15%, beginning in 2023. The 

focal point of such action is to base taxes on where the profits emerge even if companies have 

no physical presence in a particular country or jurisdiction and is a response to the global 

digitization of the economy. The agreement consists of a two pillar solution. It was presented 

to G20 foreign ministers in Washington, DC on October 13 and will be presented to the G20 

leaders in Rome at the end of October. 

Under Pillar 1 of the proposal, MNE’s with global sales over EUR20 billion and profitability above 

10% would be covered. Profits of up to 25% above the 10% threshold would be reallocated to 

market jurisdictions. OECD estimates that up to USD125 billion of profits will be reallocated to 

jurisdictions each year. Pillar 1 is not applicable to regulated financial services companies.

Under Pillar 2, which will have insurers under its scope, there will be a global minimum 

tax rate of 15%. The minimum tax rate will apply to companies with revenue above EUR750 

million. OECD estimates that Pillar 2 will generate USD150 billion of additional global tax 

revenue annually.      

Insurer Accounting Differences May Lead To Double Taxation

Insurers globally are subject to numerous accounting regimes, making it difficult to apply 

the Pillar 2 construct to the industry. Profits may not be realized at the point of sale, as with 

other industries. While short-term insurance coverages may fit into Pillar 2, longer duration 

coverages will be very difficult when applying Pillar 2 revenue and profit measures. Life 

insurance, for example, has very long periods over which revenue and profits are realized. The 

use of deferred tax balances allows for some of the timing differences between accounting 

regimes. The industry has sent comments to the OECD recommending that such deferred 

taxes be taken into account when determining an MNE’s effective tax rate. Without this, 

insurers could see double taxation and will not treated on a par with other industries. 

The devil is in the details as accounting principles and standards are subject to guidance from 

accounting authorities. The impact will depend on the final nature of the laws passed by the 

respective governments, exemptions that some protective governments may seek to sustain 

their competitive advantage, and accounting interpretations. We think the low-tax regimes 

have been resilient thus far in the face of the BEAT implementation in 2017 and places like 

Bermuda and Ireland are also seen as centers of excellence with respect to underwriting, 

capital management, and mature regulatory environments. 
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Top Writers
Ranked by 2020 direct premiums written.
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October 8, 2021 U.S. Ocean Marine -
Industry’s Direct Premiums Written Increased 5.8%

2020 
Rank

2019 
Rank Company / Group

AMB#

2020 Direct 
Premiums 

Written

% Change
in

Premiums

Market Share (%) Adjusted Loss Ratios % of 
Company 
Premiums

2020 2019 2018 2020 2019 2018

1 1 Amer Intl Group 
018540 $626,517 4.2 15.0 15.2 16.1 37.4 29.6 26.1 4.6

2 2 Berkshire Hathaway Ins
000811 354,030 11.2 8.5 8.1 8.3 81.5 68.3 79.4 0.8

3 3 Travelers Group
018674 294,127 8.6 7.1 6.9 7.1 50.4 54.3 40.0 1.0

4 4 Chubb INA Group
018498 265,605 -0.7 6.4 6.8 5.8 20.3 36.2 29.3 1.1

5 6 Tokio Marine US PC Group
018733 255,358 27.1 6.1 5.1 4.0 62.4 56.0 40.6 2.8

6 5 Starr Intl Group
018756 255,182 10.0 6.1 5.9 5.4 78.7 91.7 108.8 6.7

7 7 Hartford Ins Group
000048 170,221 -6.2 4.1 4.6 5.3 93.9 86.3 47.2 1.4

8 12 Great Amer P & C Ins Group
004835 153,234 29.8 3.7 3.0 3.2 48.6 54.5 55.9 2.3

9 9 CNA Ins Cos
018313 150,142 8.9 3.6 3.5 3.6 60.2 59.9 14.8 1.3

10 11 Intact US Ins Group
018458 141,735 11.4 3.4 3.2 3.5 59.5 45.4 65.1 10.4

11 15 Liberty Mutual Ins Cos
000060 132,962 21.2 3.2 2.8 2.7 56.7 66.3 49.6 0.4

12 10 Markel Corp Group
018468 125,147 -6.9 3.0 3.4 3.6 40.1 60.1 65.6 2.1

13 8 Allianz US PC Ins Companies
018429 105,485 -37.5 2.5 4.3 4.8 75.3 93.4 67.2 2.1

14 14 XL Reins America Group
018557 99,453 -10.5 2.4 2.8 3.7 71.9 72.2 78.6 1.4

15 16 Zurich Ins US PC Group
018549 99,364 8.5 2.4 2.3 2.3 47.9 57.4 66.0 0.7

16 13 Amer Steamship Owners Mut P & I Assn
000161 92,445 -20.0 2.2 2.9 2.4 49.7 48.5 46.9 100.0

17 17 Sompo Hldgs US Group
018878 73,160 1.1 1.8 1.8 1.9 59.1 66.8 114.0 1.4

18 26 Ascot Ins U.S. Group
018915 65,730 113.6 1.6 0.8 0.0 57.8 39.7 0.0 25.9

19 18 Farmers Ins Group
000032 61,056 5.9 1.5 1.5 1.6 69.2 72.1 79.0 0.3

20 19 Hanover Ins Group Prop & Cas Cos
004861 53,102 12.2 1.3 1.2 1.4 32.7 31.4 48.3 1.0

21 37 Nationwide Group
005987 51,260 374.1 1.2 0.3 0.4 77.0 68.2 81.6 0.3

22 22 RLI Group
003883 42,395 6.4 1.0 1.0 0.9 44.1 53.9 57.9 3.8

23 30 Argo Group
004019 41,946 52.0 1.0 0.7 0.5 38.2 46.4 47.3 2.1
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industry remains 
Negative, as a 
high debt burden 
and upcoming 
November 
elections add 
to the country’s 
many challenges

Market Segment Outlook: Argentina InsuranceAM Best’s market segment outlook for Argentina’s insurance industry remains Negative. 

According to the International Monetary Fund, Argentina’s GDP contracted by 10% in 

2020, more than initially expected. Historic measures ranging from capital controls 

to aggressive interest rate cuts to overcome macroeconomic issues could not prevent 

a third consecutive year of recession. Additionally, uncertainty stemming from the 

COVID-19 pandemic, the country’s high debt burden (amounting to 103% of GDP in 

2020), ongoing public debt restructuring, and the November elections will hinder any 

short- to medium-term improvements in the weak economy. As a result, AM Best expects 

continued pressure on the insurance industry’s overall balance sheet strength and 

financial performance. 
The growth rate for Argentina’s insurance industry has generally been below the inflation 

rate but surpassed it in 2020. Drivers included auto coverage led by increasingly expensive 

automobile prices, in conjunction with government ś mandatory basic car insurance, 

as well as inflation adjustments. The industry is driven by the non-life segment and is 

pressured by a number of historical factors—among them, rising costs for auto parts due to 

currency devaluation and medical inflation in the health segment. 
According to Argentina’s insurance regulator, the Superintendencia de Seguros de la 

Nación (SSN), the industry comprises 191 insurers and 16 local reinsurers, and premium 

volume represented over 3.08% of GDP in 2020. The non-life market accounts for 92% 

of gross premium written, led by automobile, 37%, and workers compensation, 22%; 

historically, both segments have accounted for more than half of premium volume. The 

industry’s top five companies, predominantly in non-life, account for almost a third of 

gross premium.

Volatility in the industry’s operating performance historically has been due to inflation and 

foreign exchange rates. Inflation resulted in negative distortions in the industry’s claims 

expense structure and combined ratio; hedging investment income countered declines in 

interest rates as well as currency devaluations. However, AM Best expects that, following 

2020 regulatory mandate on inflation adjustments, the industry’s underwriting performance 

will become more stable. 
Adjustments account for losses and gains stemming from monetary and non-monetary 

balance sheet and profit and loss statement items that constitute RECPAM (Resultado por 

Exposición al Cambio en el Poder Adquisitivo de la Moneda). Liquid assets including cash 

and equivalents, characterized by weakening purchasing power, as well as liquid liabilities 

such as fixed unearned premium reserves and financial debt, are not adjusted. However, 

illiquid assets and liabilities, including real estate and IBNR reserves, are adjusted, given 

that the former generate capital gains while the latter incurs losses. The new reporting 

has clarified underwriting results, as claims and other expenses are no longer distorted; 

however, investment returns have become unclear as they now fall under RECPAM. 
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Updated Net Capital Charge Tables for 
ACIS/CIRT Reinsurance Transactions
Freddie Mac and Fannie Mae (the government-sponsored enterprises, or GSEs) transfer 
mortgage risk to the reinsurance market through two credit risk transfer (CRT) programs: 
Agency Credit Insurance Structure (ACIS), sponsored by Freddie Mac, and Credit Insurance 
Risk Transfer (CIRT), sponsored by Fannie Mae. This report updates the tables of net capital 
charges associated with select transactions in these programs. AM Best publishes these tables 
semiannually, using the most current performance data available from the GSEs’ websites. 

The net capital charge of CRT transactions, which is included in B5m in Best’s Capital 
Adequacy Ratio (BCAR), are based on unexpected losses and premiums associated with the 
transactions and are represented as a fraction of the original exposures. The procedures for 
the calculation for each transaction are based on AM Best’s factor-based approach and are 
described in AM Best’s Evaluating Mortgage Insurance. 

Impact of COVID-19
The majority of the ACIS/CIRT transactions remain under trigger events caused by the 
elevated delinquency rates brought on by the COVID-19 pandemic, resulting in no principal 
being allocated to junior tranches. This will not affect AM Best’s net capital charge calculation, 
as the calculation assumes stress scenarios with trigger events in place for each transaction.

Due to the pandemic, ACIS/CIRT transactions are having higher realized losses, which will 
ultimately erode at least a portion of the first loss layers in the transactions; the losses may also 
erode the upper layers, depending on the structure of the transaction. It is too early to predict 
the level of losses the ACIS/CIRT pools will experience as a result of the pandemic. The speed 
at which losses develop matters greatly. If losses in a pool are realized quickly, the layer(s) 
will also be breached and portions will be written off, affecting premium earnings in the near 
term and possibly increasing the net capital charges associated with the remaining layers of 
the ACIS/CIRT transactions.

Forbearance, loan modifications, and foreclosure moratoriums have slowed the speed at which 
losses in the pools in these transactions develop. At the very least, forbearance has delayed the 
realization of losses simply because of the time needed to go through the foreclosure process 
after the maximum forbearance timeframe expires. The forbearance period continues through 
the next few months, so any certainty about ultimate losses is unlikely until 2022.

Net Capital Charges (B5m) of a Representative Sample of CRT Transactions
AM Best has selected approximately half the 120 transactions effective through June 2021 
to highlight some of the key components of the factor-based method used to calculate the 
net capital charges associated with individual layers of the CRT transactions. The only new 
additions to the sample since the July 2020 report are ACIS transactions, as there have been 
no new CIRT transactions since February 2020. Exhibits 1 and 2 show the characteristics of 
each ACIS and CIRT transaction in the representative sample. 
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