Welcome Note for HE Ahmed Humaid Al Tayer, Governor of the Dubai International Financial Centre at the Corporate Governance Workshop: “Changing Landscape in the Insurance Industry”

Date: 31 May 2010; Venue: DIFC Conference Centre
Your Excellency, Sultan Bin Saeed Al Mansoori, the UAE Minister of Economy and Chairman of Insurance Authority, Ladies and Gentlemen, Good Morning
It’s my pleasure to join all of you today at the Hawkamah Workshop focused on Corporate Governance in the Insurance industry. Corporate governance is one of the major drivers of sustainable, balanced growth in the financial services industry. And the Insurance sector is no exception.
The insurance industry has been no doubt been affected by the global financial crisis. But it has weathered the crisis much better than other financial sectors like banking and securities. The life and non-life sectors, as well as the Takaful sector, have been largely unaffected by the crisis with no major failures with perhaps the exception of AIG.

However, the crisis showed that many players in the industry lacked the ability to build a comprehensive picture of risk exposure at a corporate level. Some insurance companies encountered unforeseen exposures in their investment portfolios. 
That is why governance, risk management and compliance are extremely critical issues for the global insurance industry today. 
The insurance market is built largely on a foundation of trust and reputation. And as the crisis has showed, trust and reputation take a lot of hard work building but can be lost very easily. Therefore, it is vital that the region’s insurance industry works to build a strong culture of trust and transparency.
Here in our region, we need to learn the critical lessons from the corporate governance failures of institutions in the developed world. This is particularly important, for the region’s industry to realise its potential. 

The Middle East and North Africa region is known for its low uptake of insurance products, especially considering its high levels of income, assets and wealth. However, low penetration levels imply vast growth opportunities for the insurance and reinsurance sector. 

What is encouraging is that structural changes and changing attitudes towards risk are driving insurance sector growth. The region’s huge programme of infrastructure spending is creating mega projects that require insurance and reinsurance services. The rapid growth of Takaful or Shari’ah-compliant insurance is opening insurance to a new customer base.  Meanwhile, the privatisation of state assets means a vast array of previously uninsured assets are now requiring insurance cover.

Furthermore, the development of trade is leading to a growing demand for aviation and other forms of commercial insurance.

In addition, governments in the region are encouraging individuals to save for their retirement and are introducing compulsory insurance for certain non-life risks. 

All these developments make Corporate Governance all the more vital for the region’s insurance industry. 

Studies have shown that there is a significant corporate governance gap between the insurance industry in the region and other markets where international best practices are followed. The regional insurance industry is affected by concerns over the lack of effective insurance supervision, differing accounting practices and the lack of independent and qualified company board members.
Therefore, it is extremely critical that lawmakers, regulators, companies, and stakeholders express a firm commitment to raising standards of corporate governance. All key players need to participate in and support the development of higher standards. 

The role of the regulator is critical in the process of setting new corporate governance policies and guidelines for insurers. However, regulators must understand that there is no such thing as fail-proof regulations. Proper implementation, supervision and enforcement of regulations are vital for the success of regulations. 
The management of insurance companies, on their part, should build strong corporate governance frameworks that create an empowered Board of Directors, a solid control environment, increased levels of transparency and disclosure and well-defined shareholders. 
MENA insurance companies also need to harmonise their understanding and implementation of corporate governance with international standards. Furthermore, they should vigilantly monitor compliance and take appropriate action to correct any violations. 
The recruitment of qualified board members and management is another vital challenge in MENA insurance markets. Board members need to have an understanding of the key risks of the insurance industry, different accounting standards, and complex investment issues. 

Here in DIFC, we clearly recognise the vast potential of the insurance industry and the role of robust regulations and corporate governance in driving its growth. Accordingly, we have created a clear and transparent legal and regulatory regime that supports strong corporate governance. DIFC’s world-class prudential rules for insurers, re-insurers and captives are in line with the highest international standards of regulation and supervision. 
This strong regulatory framework has helped us build a critical mass of 33 regulated insurance companies, which include many of the insurance industry’s leading players like Zurich, Liberty Mutual, Chartis, QBE, UIB and RFIB.
The Dubai International Financial Centre will continue to support the development and adoption of corporate governance in the MENA region. One of our goals include the establishment of a large and strong risk management sector, which will support this objective.
Workshops like this are vital for professionals to stay informed of the latest corporate governance developments. But more importantly, these events give us a chance to reflect on how we can do things better. 

On that note, I would like to welcome everyone to the Hawkamah Corporate Governance Workshop. 
I wish all of you a productive and engaging Workshop. 
Thank You Very Much

