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Claim Paying Ability

CPA Rating AA-
Outlook Stable
Date of Rating: December 31, 2017 Valid up to: December 30, 2018

1.0 RATIONALE

CRISL has upgraded the Claim Paying Ability (CPA) rating of Asia Insurance Limited (AIL) to
“AA-* (pronounced as double A minus) from “A+” based on the financials up to December 31,
2016 and other relevant qualitative and quantitative information up-to the date of rating.

The rating up gradation reflects AIL's good solvency, improving financial performance, good
FDR base, diversified investment portfolio, experienced top management, improving IT
infrastructure etc.

AIL sources 100% of its business from Bangladesh market, largely free from natural
catastrophes. Based on the financial statement of 2016, overall financial performance of AIL
has been found improving during the period under surveillance. Consolidated gross premium
earnings of the company increased to Tk. 477.69 million in 2016 from Tk.453.65 million in
2015 while net premium also increased to Tk. 319.63 million in 2016 from Tk.308.16 million
in 2015 during the above periods respectively. AIL's underwriting profit has been increased to
Tk. 64.46 million in 2016 from Tk. 42.13 million in 2015.The profit before tax increased to Tk.
98.80 million in 2016 from Tk. 78.15 million in 2015. Consequently, both Return on Average
Asset (ROAA) and Return on Average Equity (ROAE) moved upward in 2016. The overall
liquidity of the company has been found to be average. The Liquid assets to insurance fund
ratio decreased to 6.80 times in 2016 from 6.97 times in 2015. As on September 30, 2017,
total investment in capital market stood at Tk.255.93 million with the trading intend and
suffered unrealized loss of Tk.62.93 million considering market value of Tk.192.99 million.
However, FDR base of the company has been decreased to Tk. 622.22 million in 2016 from
Tk.641.73 million in 2015. As per Insurance Act 2010, the paid up capital has been fixed at
Tk.400 million as minimum capital requirement for all non-life insurance companies. AIL’s paid
up capital stood at Tk.470.70 million in 2015.

On the other hand, AIL faces challenges from high claim ratio, underwriting loss in marine hull
segment, exposure to capital market investment risk, low internal capital generation etc.
CRISL expects the company will adopt strategic underwriting approach for improvement
underwriting performance through strictly analyzing of risk factors on different industry.

CPA rated in this category is adjudged to very high claims paying ability. Protection factors
are strong. Risk is modest. But may vary slightly over time due to underwriting and/or
economic condition.

CRISL also views the company with “Stable Outlook” from the industry viewpoint for overall
industry growth and policy and regulations implicated by regulatory authority as well as new
Insurance Act. CRISL believes that the company will be able to maintain its fundamentals in
foreseeable future.

2.0 CORPORATE PROFILE

2.1 The Genesis

Asia Insurance Limited (AIL), a third generation general insurance company, was incorporated
under the Companies Act 1994 with the vision to become one of the leading insurance
companies in the country through providing integrated insurance service in the non-life
sector. AIL got approval to commence insurance business on April 30, 2000. Currently, the
company has been operating under the legal framework of the revised Insurance Act, 2010.
The company is sponsored by a group of renowned business personalities and reputed
industrialists of the country having involvement in diversified businesses. The Paid-up capital
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of the company stood Tk.470.70 million against authorized capital of Tk.1,000.00 million as
on 470.70. AIL went into Initial Public Offering (IPO) in 2009 and the shares of the company
are listed with both the bourses of the country under ‘A’ category issue. Presently the
company has been operating its business with a network of 22 branches. The company earned
gross premium of Tk.477.69 million in 2016 against Tk. 453.65 million in 2015 and made
underwriting profit of Tk.64.46 million against Tk. 42.13 million during the above periods
respectively. Mr. Yussuf Abdullah Harun FCA, former president of FBCCI is leading the
company as Chairman of the Board while Management team consists of a group of
experienced professionals and is headed by Md. Imam Shaheen ABIA as the Chief Executive
Officer (CEO). AIL carries out its business from its Corporate Head office located at Rupayan
Trade Center (14" floor) 114-115, Kazi Nazrul Islam Avenue, Bangla Motor, Dhaka -1000,
Bangladesh.

2.2 Ownership Pattern
Shareholding pattern of AIL is moderately diversified without having any significant change
during the period under surveillance. As on December 31, 2016 the total outstanding shares
of the company stood at 47.07 million. Out of the above outstanding shares, 41.56% shares
are held by the sponsors, 29.16% shares are held by institutions while rest 29.28% shares
are held by the general public.

2.3 Market Share :
AIL is operating its business with small market share. The non-life insurance industry of

Bangladesh reported a gross premium of Tk.27.29 billion in 2016 (provisional) and Tk.30.18
billion in 2015 which was being shared by 46 companies including the Government owned
Sadharan Bima Corporation (SBC) having gross premium of Tk.1.83 billion (provisional) in
2016 against Tk.2.96 billion in 2015. Out of total gross premium of Tk.25.46 billion (excluding
SBC), AIL has earned Tk.435.23 million in 2016 against Tk.415.86 million. Considering the
SBC's gross premium, market share of the company has been found to be average and stood
at 1.75% in 2016 and 2.37% in 2015. Without Considering the SBC's gross premium, market
share of AIL has been found to be small and stood at 1.59% in 2016 and 1.67% in 2015.

2.4 Branch Network

During the surveillance period, there are no major changes in branch network. Presently, the
company has been operating its business through twenty two branches located at different
strategically important areas around the country. Its branch network has been constituted
with 9 branches in Dhaka, 3 in Chittagong and 1 branch each in Narayangonj, Comilla,
Mymensingh, Sylhet, Jessore, Khulna, Faridpur, Barisal, Feni and Narshingdi. The company
has planned to expand new branch in Dhaka at Gulshan, uttara and savar EPZ and Rajshahi.

3.0 INSURANCE INDUSTRY

The economy of Bangladesh has been rapidly shifting away from an agricultural dependence
to the emergence of the services sector with the burgeoning of the latter. Insurance, as one
of the critical ingredients of the financial services industry, can play a significant role if
promoted properly. The Bangladesh insurance market is in an upward trend despite a low
penetration rate. It has the embedded potential to grow and advance further as widely
regarded by insurance experts both from home and aboard. In spite of a stable growth rate
(around 10%) of the Bangladeshi insurance industry over the last few years, the expansion of
the insurance business, particularly the non-life sector, has experienced a downward trend on
account of poor investments and slowdown of economic activities primarily led by the political
unrest. According to the statistics of Bangladesh Insurance Association (BIA), the total
premium income of private sector life insurance companies rose from Tk. 62,429 mil. in 2013
to Tk. 66,879 mil. in 2014 and Tk.66.24 billion (approx.) in 2015. The gross premium income
of non-life private sector insurance companies increased from Tk. 21,038 million to Tk. 22,670
million in 2014 with a growth rate of 7.76% and in 2015 total business will be estimated at
Tk. Tk.27.22 (approx.) billion. In Bangladesh, marine insurance is considered to be at the
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forefront of the non-life insurance business. Marine insurance, in turn, relies on imports, a
sector that has continuously been disturbed by the political unrest at different times.

The World Economic Forum’s Global Competitiveness Report 2014-2015 ranked Bangladesh
infrastructure at 127 out of 144 countries surveyed. Its ranking was 125 for higher education
and training, and 131 for institutions. Although power generation capacity has expanded in
recent years in part through small private providers, power shortages intensified as growing
demand outpaced supply. In the World Bank’s Doing Business 2014, Bangladesh ranked last
among 189 countries on electricity delivery. Political unrest ahead of the January 2014
national elections further dampened investor confidence. Public investment remains below
budgeted targets because of weak implementation capacity in line agencies. Despite
advantages of location and abundant low-cost labor, foreign direct investment remains low.
Supply disruptions and weaker domestic demand caused by political unrest slowed industry
growth. Expansion in electricity output also slowed to 8.2% from 9.7%. However, the pace of
construction picked up to 8.6% from 8.0%, reflecting higher government development
spending. Annual inflation averaged 7.4% in FY2014, up from 6.8% a year earlier.

Metlife (ALICO) is the only foreign insurance operator in Bangladesh. ALICO earned record-
breaking gross premium in the life insurance sector. In April 2015, the regulator approved two
other joint venture life insurance companies in Bangladesh. With the advent of two newly
established companies in 2015, the number of foreign insurers will reach three, intensifying
competition. Bangladesh’s Bank and Financial Institution Division drafted the National
Insurance Regulation 2014. The recommendation of the said regulation is expected to
improve the insurance market of Bangladesh as it has defined both long-as well as short-term
goals. The provisional estimates for Bangladesh’s GDP growth in the financial year 2015
(ended 30 June 2015) is higher than the 6.1% growth recorded in FY2014, as projected in the
Asian Development Outlook, 2015.

Despite political agitation early in 2015 that adversely affected the country’s transport
services, exports and private investments, growth in Bangladesh held up well because of brisk
domestic demand, boosted by higher worker remittances, private sector wages and public
investments. Inflation moderated in FY2015 much as forecast in ADO 2015 from 7.4% a year
earlier, reflecting large public stocks of food grains, normal weather, a supportive monetary
policy and lower global food and commodity prices that a steady exchange rate allowed to be
passed through. Export growth was 3.3% in FY2015, down significantly from 12.1% in
FY2014. Garments, accounting for about 80% of the total exports, grew slowly by 4.1%,
reflecting supply chains disruptions by political demonstrations in early 2015, soft demand
from the European Union (EU) and the US and a marked decline in prices for cotton, a major
input cost that can affect pricing. Imports rose by 11.2%, accelerating from 8.9% growth in
FY2014. Larger imports of food grains, machinery, fertilizer and industrial raw materials
helped propel the expansion. As exports grew more slowly than imports, the trade deficit
widened markedly. Despite a strong recovery in remittances, the current account recorded a
small deficit, slightly higher than the ADO 2015 forecast.

The GDP growth forecast for FY2016 is revised somewhat higher with the expectation that
exports will grow with continued economic recovery in the US and the Euro area, strong
expansion in remittances will boost consumption demand, private and public investments will
pick-up as the business climate improves under a stabilizing political situation and spending
will increase under the annual development program (ADP). The ADO 2015 update retains the
ADO 2015 projection for average inflation in FY2016, which matches the central bank’s
monetary policy statement. Although higher public sector wages and upward adjustments to
administered prices for natural gas and electricity from 1 September 2015 will exert
inflationary pressures, the easing of supply constraints, a cautious (and even expansionary)
monetary policy and a better crop outlook should keep inflation under check. Export growth in
FY2016 is projected to improve to 6% as economic growth in the Euro area and the US
strengthens. Imports are projected to increase by 13%, mainly for capital goods, industrial
raw materials and food grains. Despite the expansion in remittances, the larger trade deficit
will likely mean a current account deficit (CAD) narrower than in FY2015 but failing to achieve
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the small surplus projected in ADO 2015.

Global insurance premium stood at US$ 4,826 billion in 2013, out of which US$ 2,850 billion is
attributable to life and US$1,976 billion to non-life insurance. Though total premium earnings
of advanced countries moved downward to US$ 3,897 billion from US$ 4,286.70 billion in
2013, their global share being maintained at 85%. The total income from private sector life
insurance companies in Bangladesh rose to Tk.66.24 billion (approx.) in 2015 from Tk.63.08
billion in 2014 and Tk.60.13 billion in 2013. Total volume of non-life insurance market is
increasing significantly. In 2002, it was 5.39 billion but in 2015, it was 32.26 billion. The
average premium growth during the period 2002 to 2015 is 1.64 billion. Total premium
observed increasing trend of total premium during 2002 to 2015 in nonlife Insurance Sector.
As the market volume is increasing significantly, the industry is awaiting for deriving positive
result in 2017. However, presence of large number of companies in a small market leads to
tough market competition and unethical practices which has already created a significant
number of sick insurance companies in the industry. Understanding the importance of
revitalizing the sector in line with the international norms, the regulatory authority made
mandatory credit rating in the industry from 2006. Under the above directives, all insurance
companies get credit rating report with mandatory surveillance at the end of each year.

Insurance industry of Bangladesh has a long history of evolution. About a century back,
couple of insurance companies started both non-life and life insurance business during the
British regime in India. However, insurance business got the momentum during the Pakistan
regime. Later, GoB established the Bangladesh Insurance Corporation under “The Bangladesh
Insurance Corporation Order, 1972" for the purpose of management, administration and
development of insurance and re-insurance business in Bangladesh. On the establishment of
this corporation the Pakistan Insurance Corporation in Bangladesh dissolved and the Pakistan
Insurance Corporation Act, 1952 in its application to Bangladesh also stood repealed. In order
to provide for the management of the nationalized insurance business, a holding corporation
with 4 subsidiary corporations was created. Out of the 4 subsidiaries, 2 were exclusively for
life and 2 for non-life insurance business. The holding Corporation was, however, named
“Jatiya Bima Corporation”. On the May 4, 1973, the Insurance Corporation Ordinance No. VII
of 1973 was promulgated and subsequently enacted as Act VI of 1973 providing for the
establishment of a Jiban Bima Corporation for the purpose of taking over the undertaking of
the Surmaliban Bima Corporation and the Rupsa Jiban Bima Corporation; and a Sadharan
Bima Corporation for the purpose of taking over the undertakings of the Karnaphuli Bima
Corporation and for the dissolution of the Jatiya Bima Corporation.

Insurance industry of Bangladesh has suffered from undue political interference, fraudulent
claims, inadequate risk assessments and limited quality private sector participation. In order
to reduce risk of insurance business the parliament has enacted two Acts namely Insurance
Development and Regulatory Authority Act, 2010 and Insurance Act, 2010 and replaced the
age old insurance laws. The Department of Insurance has been abolished and substituted by
the five-member Insurance Regulatory Authority headed by the Chairman. For further
enhancing the solvency position, the paid up capital for non-life and life insurance companies
have been raised to Tk. 400 million and Tk. 300 million respectively. The number of Directors
in the company has been fixed to 20 including 2 Independent Directors and debarred the
Directors of an insurance company to be a Director of another insurance company of same
class and of a bank or a financial institution simultaneously. The new law also introduced
mandatory solvency margin for the insurance companies. Besides, the insurance companies
will be required to ensure international accounting standard, separate Islamic insurance from
conventional ones and put a limit on commission expenses. The law also allowed foreign
investment in non-life insurance sector. With the promulgation of the Acts, the insurance
industry has been placed under the Ministry of Finance from the Ministry of Commerce. The
government formed Insurance Development and Regulatory Authority (IDRA), a five-member
body to regulate the insurance sector. The authority has been formed in line with the section
3, 5 (1) and 6 of the Insurance Development and Regulatory Authority Act-2010. IDRA has
taken initiative to develop of Bangladesh insurance industry as well as to regulate the industry
within the purview of the Insurance Act, 2010 so as to ensure a level playing field for all
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