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Macroeconomic Environment of Indonesia

GDP Growth
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« GDP growth forecasted to average at 5.1% in 2024, with growth maintained at 5.05% as at 1H 2024, supported by

domestic demand, rising business investment and fiscal spending

+ Inflation rate controlled and within Bl's target range

* Rupiah strengthening and is trading firmer than last year’s close

Sources: Bank Indonesia, Worldbank



Overview of Indonesia Non-Life Insurance Market
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* GWHP growth of 15.3% maintained in 2023 amid economic resilience

» Property, Motor Vehicle and Credit Insurance remains as the key lines of business in the non-life industry
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Market Segment Outlooks

* It examines the impact of current trends on companies operating in particular segments of the
Insurance industry over the next 12 months

 Typical consideration factors include:

Current and forecast economic conditions

The regulatory environment and potential changes

Emerging product developments

Competitive issues that could impact the success of these companies

CBESDY»




Key Takeaway

AM Best has revised its outlook for Indonesia’s non-life insurance

segment from Negative to Stable
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Indonesia Non-life Insurance

Positive Factors:

* Robust growth prospects amid
economic resilience

* Proposed mandatory third-party
liability (TPL) insurance to boost
motor insurance demand

* Regulatory changes expected to
enhance financial resilience

 Favourable investment income
supported by high domestic
interest rates

Moderating Factors:

Underwriting conditions in key
business lines remain under
pressure

Increased pricing risk for electric
vehicles (EV’s) amid growing
adoption




Positive Factors
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Robust growth prospects amid economic resilience

Gross Premium by Line of Business
Ut o o) « Non-life insurance segment reported robust

Line of
: 2022 2023  Growth % 12023 Q12024 Growth % : : -
Business N N top-line results in Q1 2024, continuing
Property 26,233 26,489 256 1.0% 6,351 9,238 2,887  45.5%
growth momentum from 2023
Motor 18,149 19,497 1,348  7.4% 5201 5,555 354 6.8%
Health 5932 6,675 743 125% 2,721 3,436 715 26.3%

credit, health and motor insurance
Marine Cargo

6,936 7,674 738 10.6% 2,190 2,614 424 19.4%
and Hull

* The government’s “Golden Vision 2045”
Engineering

Lnd Liability 6,742 9,189 2447  36.3% 2,379 2,586 207 8.7% strategic plans are expected to drive higher
Others 11,831 12,005 174 1.5% 2,954 3,376 422 14.3% demand for commercial insurance over
Total 90,121 103,867 13,746 153% 25942 31,752 5810 22.4% time
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Source: Indonesian General Insurance Association (AAUI)



Proposed mandatory TPL to boost motor insurance demand

Proportion of Motor Business

as a Share of Total Market * Following the proposed regulatory push for

oo I mandatory TPL, Motor insurance demand is
0% expected to grow significantly over the
40% medium term and help to narrow the
30% o704 0% country’s insurance protection gap

19% 19% 21% . . . .
20% « Successful implementation will require
10% I I effective product design, robust risk
- management and adequate pricing

India Indonesia Philippines Singapore  Taiwan Thailand Vietham )

(SIF) strategies

Note: Data is based on statistics from 2021/22. AM -)
(SINCE 1899 ®

Source: Gallagher Re
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Regulatory Changes Expected to Enhance Financial Resilience Over Time

Minimum Equity Requirements

First Phase (31 Second Phase (31

Type of Insurance Company December 2028)
D ber 2026
eeember ) KPPE 1 KPPE 2
Conventional Insurance 250 billion 500 billion 1 trillion
Company
Conventional Reinsurance 500 billion 1trilion 2 trillion
Company

Key changes include:

« Mandatory risk sharing between financial institutions and
insurers

* Revised policy coverage periods and acquisition costs

« Greater transparency in underwriting data disclosure

requirements

11

» Following the issuance of Regulation Number
23 of 2023, the planned increase in insurers’
capital base is expected to bolster the
industry’s financial resilience

POJK 20/2023 - Credit insurance

Credit Insurance

?
What?~ Restructuring

Risk-Sharing Mechanism
How? Better pricing
More informed underwriting

To promote healthier
competition and financial
stability

CBESTDY

Now what?



Favourable Investment Income Supported by High Domestic Interest Rates

Policy Interest Rate
7,0% . . . ..
« Despite a 25 basis point drop in interest rate as at

6.5% a2 September 2024, favourable interest rate conditions

o.0% are expected to be maintained over the near term
5,5%
« Term deposits and fixed-income instruments
5,0%
constitute the majority of the segment’s investment
4,5%

4.0% « Favourable interest rate conditions are expected to

s 5 benefit the overall earnings as non-life insurers
,00

o reinvest their assets into higher yielding fixed-income

Dec 21 Dec 22 Dec 23 Apr 24 Sep 24 instruments upon maturity
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Moderating Factors

CBESTDY
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Underwriting Conditions in Key Business Lines Remain Under Pressure

Headwinds remain for core business lines

Key drivers include
« Tight reinsurance market conditions
« High medical inflation

* Further reserve strengthening on credit insurance
remains probable

Nonetheless, insurers have implemented remedial measures, including pricing adjustments, which
would likely mitigate performance volatility.
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Increased Pricing Risk for EV’s Amid Growing Adoption

Growing adoption of EV’s May Lead to Increased Pricing Risk

* New car sales target in 2024 ~ 1.1 million « EVs currently subject to the same motor insurance

. New electric car sales expected in 2024 ~ 3-5% of tariff rates as internal combustion engine vehicles

total car sales  Rising pricing risk for EV’s due to different

underlying risk profiles of EV’s compared with non-
EV’'s

« EV market currently small, but rapidly growing

» Regulation refinements currently under
consideration may alleviate pricing risk over the

near term

Source: Association of Indonesian Automotive Manufacturers (Gaikindo)
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National Scale Rating (NSR)

AMB FSR AMB ICR ID NSR
' Aaa/aa+
<Best’s NSR is a relative opinion of an insurer’s financial strength within a single country. aalaa-
atla
<NSR allows for maximum differentiation among insurers operating in a given country. bt?t-)+ aaa.ID
| B+ Bbb aa+.ID
- Reported capital and surplus bbb- aa.lD
bb+ aa-.ID
— Ratio of cash & fixed income investments to total investments a+.ID
- Bb a.lD
8 2 - Reported gross premiums written sl
o =] bb- bbb+.ID
o= N . bbb.ID
= E " Gross leverage ratio b+
P g ‘g’ — Return on equity S bb+.I1D
5T Y bb.ID
T g — Return on assets - bb-.ID
2= b+.1D
cC S +
.g 2 — Retention ratio cee b.ID
L ccc b-.1D
. Combined ratio eEEe ccc+.ID
C. ccc.ID
— Reported assets cc ccc-.ID
cc.ID
. D | c c.ID

(SINCE 1899
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blob:https://ambrs.sharepoint.com/823c219b-24af-428f-9d03-5b874cc1866f

Disclaimer

US Securities Laws explicitly prohibit the issuance or maintenance of a credit rating where a person involved in the
sales or marketing of a product or service of the CRA also participates in determining or monitoring the credit rating,
or developing or approving procedures or methodologies used for determining the credit rating.

No part of this presentation amounts to sales / marketing activity and AM Best’s Rating Division employees
are prohibited from participating in commercial discussions.

Any queries of a commercial nature should be directed to AM Best's Market Development function.
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© AM Best Company, Inc. (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be
accurate and reliable. AMB does not audit or otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information
contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall AMB have any liability to any person or entity for (a) any loss or damage in whole
or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or any of its directors,
officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or
(b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if AMB is advised in advance of the
possibility of such damages, resulting from the use of or inability to use, any such information. The credit ratings, financial reporting analysis, projections, and other observations, if
any, constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase,
sell or hold any securities, insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific
purpose or purchaser. Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other risk,
including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer consulting or advisory services,
nor does the company or its rating analysts offer any form of structuring or financial advice. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,
COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR
MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating or other opinion must be weighed solely as one factor in any investment or purchasing decision
made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and evaluation of each security or other financial
obligation and of each issuer and guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.

Our Insight, Your Advantage®

AM
CBEST
SINCE 1899 ®

20

23.MK161AMBRS16x9



	Slide 1
	Slide 2: Agenda
	Slide 3: Macroeconomic Environment of Indonesia
	Slide 4: Overview of Indonesia Non-Life Insurance Market
	Slide 5: Market Segment Outlooks
	Slide 6
	Slide 7: Indonesia Non-life Insurance
	Slide 8
	Slide 9: Robust growth prospects amid economic resilience
	Slide 10: Proposed mandatory TPL to boost motor insurance demand 
	Slide 11: Regulatory Changes Expected to Enhance Financial Resilience Over Time
	Slide 12: Favourable Investment Income Supported by High Domestic Interest Rates
	Slide 13
	Slide 14: Underwriting Conditions in Key Business Lines Remain Under Pressure
	Slide 15: Increased Pricing Risk for EV’s Amid Growing Adoption
	Slide 16: National Scale Rating (NSR)
	Slide 17
	Slide 18
	Slide 19: Disclaimer
	Slide 20

