ReTakaful Undercapacity -
Growth Opportunity for Conventional Reinsurers?

Abstract: The purpose of this presentation is to discuss how the current limited capacity
in the ReTakaful (Islamic-compliant reinsurance) industry presents an opportunity for
conventional reinsurance providers across the globe to achieve growth in an otherwise
soft reinsurance market. This presentation also explains what ReTakaful is, how it
operates and how actuaries can lend their expertise. Finally, this presentation touches on
the opportunities presented by the relatively untapped Islamic-compliant alternative risk
transfer market, such as Takaful insurance linked securities.

Over the years, Takaful has grown as an Islamic-compliant form of insurance with global
Takaful gross written premiums amounting to c. US$15 billion! in 2015 and double-digit
growth in some countries anticipated to continue into 20172. Whilst Takaful insurers can
use conventional reinsurance under circumstances of "extreme necessity", ReTakaful is
preferred.

Concerns about a soft reinsurance market set the stage and increase reinsurers' drive for
alternatives to conventional reinsurance and ReTakaful presents conventional reinsurers
with an opportunity to attain growth. In particular, with the Takaful industry growing
faster than the conventional insurance industry in some countries3, there is a potential
for ReTakaful to follow a similar trend. Additionally, this would enable reinsurers to gain
market share in the Gulf Counties and South-East Asia, which dominate the global
Takaful industry. Actuaries in turn can provide their expertise in product development,
pricing, assessing reserve adequacy and capital requirements of the ReTakaful units of
conventional reinsurance firms.

Description of application Scenarios: This presentation addresses two key issues,
soft reinsurance markets and ReTakaful under-capacity. It applies to global conventional
reinsurance companies concerned with the current soft reinsurance market and lack of
increased marketshare who might be seeking to increase their product offering and is
also of interest to Takaful insurance companies. In terms of geographical reach, this
presentation applies to reinsurance organizations throughout the globe. While Retakaful
is not a new concept, there is currently a shortage in capacity which in turn limits the
growth of the Takaful market. In particular, the unique angle of this presentation is that
it does not propose establishing stand-alone ReTakaful companies, but rather
establishing ReTakaful units within existing conventional insurance firms in order to take
advantage of economies of scale and expertise within these firms. Finally, this
presentation also applies to actuaries in the reinsurance sector as it addresses the
specific role that actuaries play in the establishment of ReTakaful units including product
design and pricing.
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