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OUR CORE VALUES
Honesty & Confidentiality, Professionalism, 

Flexibility, Creativity, Teamwork

VISION
To be Africa’s leading Insurance Association

MISSION
To be the leader in championing insurance 
growth and excellence in Kenya and beyond

STATEGIC FOCUS
Achieve: 6.5% Insurance penetration,

KES 10,000 premium per Head (density), 
and KES 500 Billion in Industry revenue 

by 2020
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CORE FUNCTIONS OF AKI

i. Protecting, promoting and advancing the common interests of members;

ii. Promoting agreement and co-operation among its members on matters 
of mutual interest and providing machinery for the examination and 
reconciliation of any  differences;

iii. General  advancement  of  insurance  business  and  promoting knowledge 
and a clearer understanding of insurance among all sections of the 
community;

iv. Gathering  and   collating  data,  information  and   market-wide statistics 
from members of the Association, for the purpose of determining market 
trends and satisfying any  other requirements set by the Board from time to 
time;

v. Consulting  or  co-operating  with  other  associations  or  similar bodies 
within and outside Kenya in regard to matters of mutual interest and if 
deemed necessary obtaining affiliation with such associations;

vi. Managing the assets and funds realized from contributions by Members 
and out of investments for the benefit of the Members.
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Information contained in this report has been obtained from the audited annual financial statements as published 
by and received from member companies of the Association of Kenya Insurers (AKI). While reasonable care 
has been taken in compiling the report, AKI accepts no liability whatsoever for any loss or damage resulting 
from errors, inaccuracies or omissions affecting any part of the report.

All information and figures are provided without any warranty of any kind as to their accuracy or completeness 
but where necessary corrections for casting errors have been done.
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FOREWORD

I am pleased to present to you the 12th issue of the Insurance 
Industry Annual Report, an annual publication of the Association 
of Kenya Insurers (AKI). The report presents the performance of 
the insurance industry in Kenya for the year 2015 and highlights 
the global insurance performance.

In 2015, the global economy grew by 3.1% which was a slight 
reduction from 3.3% in 2014. This was due to low commodity 
prices, weaker capital inflows, subdued global trade and 
increasing financial market volatility particularly in emerging 
markets and developing economies. Nevertheless, the advanced  
economies experienced a modest economic recovery, mainly 
driven by stronger domestic demand as labour markets and credit 
conditions improved.

The global annual average inflation decreased from 3.5% in 
2014 to 3.3% in 2015 due to a decline in international oil and 
other commodity prices. High supplies and weak demand for 
commodities contributed to the decline of most commodity prices. 
Lower crude oil prices caused by sluggish demand were driven by 
expectations of slowing global growth particularly in the emerging 
markets and developing economies.

In Africa, economic growth in Sub-Saharan Africa (SSA) slowed 
down to an estimated 3.8% in 2015 from 5.1% in 2014. The 
slowdown in economic performance was attributed to a decline 
in the prices of the main commodities and weak global economic 
performance. Inflation rate increased to 7.8% in 2015 from 6.7% 
in 2014; mainly due to depreciation in value of currencies of the 
region’s major economies.

In East Africa, economic growth slowed down with GDP declining 
to 3.4% compared to 5.8% recorded in 2014. This was mainly 
associated with political instability in Burundi and uncertainties 

associated with general elections in Tanzania and Uganda. 
Inflation eased to 5.5% in 2015 compared to 5.6% in 2014.
 
In Kenya, the GDP is estimated to have grown by 5.6% in 2015 
compared to 5.3% in 2014. The growth was mainly supported by 
a stable macroeconomic environment and improvement in the 
performance of agriculture; construction; finance and insurance, 
and real estate sectors. However, growth slowed down in a 
number of sectors such as information and communication, 
mining and quarrying, and wholesale and retail trade.

Overall inflation eased to 6.6% in 2015 from 6.9% in 2014 mainly 
due to reduction in energy and transport costs. The Kenya Shilling 
depreciated against the major trading currencies with the weighted 
trade index worsening by 5.7% during the year. Reduction in 
earnings from the tourism sector impacted negatively on the 
exchange rate of the Shilling in 2015.

The Insurance Industry recorded gross written premium of KES 
173.79 billion in 2015 compared to KES 157.21 billion in 2014, 
representing a 10.5% increase. Gross earned premium increased 
by 9.8% to stand at KES 146.16 billion in 2015 compared to KES 
133.12 billion in 2014. The industry recorded a profit of KES 11.57 
billion before tax in 2015 compared to KES 15.74 billion in 2014. 
The industry asset base in 2015 increased by 11.5% to stand at 
KES 465.98 billion compared to KES 417.76 billion in 2014.

The overall insurance penetration in 2015 was 2.79% compared 
to 2.93% in 2014. In 2014, penetration was affected by the 
rebasing of the GDP upwards. The low penetration is an indication 
of untapped opportunities for insurance business in areas such 
as oil and gas, real estate, infrastructure, bancassurance, micro 
insurance and agriculture. The industry is working towards 
increasing this penetration to ensure that businesses across all 
sectors are covered and more Kenyans are insured as well.

The insurance industry is experiencing increased merger and 
acquisition activities through buyouts and consolidation. New 
companies are also coming into the market. This trend is expected 
to continue buoyed by the attractiveness of the Kenyan insurance 
market. New regulatory changes such as Risk Based Supervision, 
Takaful Guidelines and Financial Services Authority are expected 
to affect the insurance landscape once they become effective.

I hope you will find the information contained in the report useful 
and insightful.

Patrick Tumbo
Chairman, AKI
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KENYA SNAPSHOT
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ECONOMIC OVERVIEW

According to the Kenyan Economic Survey, key indicators of 
international trade show that in 2015 Kenya’s merchandise 
trade deficit improved largely due to a decline in the import bill 
against a substantial growth in export earnings. Total imports 
declined by 2.5% to KES 1,578 billion while total exports rose 
by 8.2% to KES 581 billion in the year. The trade balance 
improved by 7.8% from a deficit of KES 1,081.1   billion in 2014 
to a deficit of KES 996.5 billion in 2015.  The current account 
balance improved by 19.5% from a deficit of KES 528 billion in 
2014 to a deficit of KES 425 billion in the year.

The agricultural sector recorded an impressive growth of 5.6% 
in 2015 compared to a growth of 3.5% in 2014. This could 
mainly be attributed to improved weather condition that resulted 
in significant increases in output of maize, horticultural produce 
and livestock. The value of marketed agricultural production at   
current prices increased by 11.3% from KES 333.2 billion in 
2014 to KES 371.0 billion in 2015.

The manufacturing sector’s contribution to Gross Domestic 
Product (GDP) grew from 10% in 2014 to 19% in 2015. The 
sector grew by 3.5 per cent in 2015 compared to a slower 
growth of 3.2 per cent in 2014.

The Central Bank of Kenya (CBK) adopted monetary policy 
measures in 2015 that contributed to the easing of inflationary 
pressure. The CBK adjusted the Central Bank Rate (CBR) 
from 8.50% to 10.0% in June and later to 11.5% in July 2015. 
On the account of changes in CBR, the 91-day Treasury bill 
rate dropped from 8.58 % in December 2014 to 8.26% in June 
2015 and rising to 9.81% by December.

Tourism earnings went down to KES 84.6 billion from KES 
87.1 billion over the same period due to security concerns, 
particularly in the coastal region, and negative travel advisories 
from some European source markets and fear of spread of 
Ebola. The number of international visitor arrivals declined 
by 12.6% to 1,180.5 thousand in 2015. The number of bed-
nights occupied declined by 6.4% from 6,281.6 thousand in 
2014 to 5,878.6 thousand in 2015. The number of international 
conferences decreased by 9.5% in 2015 However, the number 
of local conferences held increased by 4.0% from 3,077 in 
2014 to 3,199 in 2015.
 

The Building and Construction sector registered a growth of 
13.6% compared to an expansion of 13.1% recorded in 2014. 
This growth is attributed to an increase in  funds allocated to 
construction of  roads and railways coupled with rehabilitation 
of existing road network. Commercial bank credit extended to 
the sector grew from KES 80.4 billion in 2014 to KES 106.3 
billion in 2015.

International crude oil prices decreased to an average of USD 
52.53 per barrel in 2015, down from an average of USD
99.45 per barrel in 2014. The decrease in crude oil prices 
translated into cheaper refined petroleum products in the 
domestic market. The volume of petroleum product imports 
increased marginally from 4.41 million tonnes in 2014 to 4.43 
million tonnes in 2015. Import bill of the petroleum products 
decreased by 32.6% to KES 226.1 billion during the same 
period. Total domestic demand for petroleum recorded a 3.2% 
increase to 3.7 million cubic metres during 2015 from 3.6 
million cubic metres in 2014.

The Transport and Storage sector registered a growth of 6.4% 
in 2015 compared to a growth of 5.0% in 2014. Output value for 
the road transport sub-sector rose by growth of 4.5% in output 
to KES 613.9 billion in 2015. Total freight traffic via rail grew by 
4.4 per cent in 2015.

Information Communication and Technology (ICT) sector 
growth is mainly driven by resilient expansion in mobile 
telephony networks and increased uptake of internet services. 
Internet penetration increased significantly from 16.4 million 
in 2014 to 23.9 million in 2015. The data speed for computer 
modems and transmission carriers increased substantially 
by 66.9% to 20,293 bits per second per capita (BPs/person) 
owing to availability of fiber optic. The number of messages 
sent via Short Messaging Services (SMS) increased by 3.3% 
in 2015, the mobile money subscriptions reached 26.8 million 
in 2015. The cash deposits made via mobile money agents 
reached KES 1,269 billion in 2014 up from KES 1,033 billion in 
2013. Total amount of money transacted through mobile money 
platform grew by 18.7% to KES 2,816 billion over the period.
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SUMMARY OF FACTS

10.5%
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KENYA PULL FACTORS
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PERFORMANCE
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STRATEGIC OUTLOOK

VISION 2030

BANCASSURANCE

TAKAFUL



17Insurance Industry Annual Report 2015  |

VISION 2030

BANCASSURANCE

TAKAFUL

STRATEGIC OUTLOOK
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STRATEGIC OUTLOOK

UAP Holdings Ltd

Gateway Insurance
Company Limited

First Assurance
Company Limited

ACQUIRED
COMPANY

ACQUIRED
COMPANY/ INVESTOR

Old Mutual Group,
South Africa

Pan Africa 
Insurance Holdings, 
South Africa
Barclays Plc, Africa

Mergers and Acquisitions Completed in 2015

Mergers and Acquisition
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LEGISLATIVE CHANGES IN 2015

Revised Insurance Act, 2015
Through the Finance Act 2015, the Insurance Act was amended by reviewing the minimum capital requirements, 
introducing risk based capital supervision and reviewing the requirements for registration of insurance agents amongst 
others.

Draft Insurance Regulations, 2015

The following regulations have been developed to operationalize the amended Insurance Act.

a) Draft Insurance Capital Requirements Regulations, 2015
b) Risk Based Capital Adequacy Guideline
c) Actuarial Valuation Guideline
d) Guideline on Registration of Insurance Agents
e) An Outline on Agency Agreement
f) Agents Return by the Insurers
g) Guideline on Investments

The regulations were developed during the year 2015 and are yet to be approved by Parliament.

Increase Kenya Reinsurance’s Mandatory Cession

Through Legal Notice No.178 of 31st December 2014, the Government increased Kenya Reinsurance’s compulsory 
cession from 18% to 20%. The compulsory cession was also extended to 31st December 2020.
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ECONOMIC OVERVIEW

In 2015, East Africa was again the continent’s fastest-growing region and is expected to continue its high growth path 
in 2016/17. However, this growth was slow in 2015 at 3.4% compared to 5.8% registered in 2014. This was mainly 
associated with political instability in Burundi and uncertainties associated with general elections in Tanzania and 
Uganda. The region benefits from large FDI inflows, although there is some uncertainty about the actual growth of these 
flows in 2015. The region’s strong growth performance in 2015 was widespread with many countries achieving growth 
of more than 5% (Djibouti, Ethiopia, Kenya, Rwanda, Tanzania and Uganda) and expected to continue on a high growth 
path in 2016/17.

Sudan also performed better following the shock of the secession in 2011. Growth in these countries was often driven 
by services and construction including public investment programmes, but also partly by industry and – where weather 
conditions remained favorable (Sudan and Tanzania) – by agriculture. Conversely, in South Sudan the fall in oil prices 
and oil production and the political conflict had a strong negative impact on real GDP, which contracted in 2015.

The future outlook depends in particular on the timely implementation of the latest Peace Agreement. In Eritrea, the 
economy stagnated due to low export demand and difficult business and investment conditions, and in Comoros the 
energy crisis continued to weigh on growth.

Table 2: Africa Economic Overview
 2014 2015 (e) 2016 (f) 2017 (f)

Africa 3.7 3.6 3.7 4.5

Central Africa 6.1 3.7 3.9 5.0

East Africa 6.5 6.3 6.4 6.7

North Africa 1.4 3.5 3.3 3.8

Southern Africa 2.8 2.2 1.9 2.8

West Africa 6.0 3.3 4.3 5.5

e - expected f - forecastedSource: African Economic Outlook, 2016
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Source: KPMG Insurance Sector Report

SECTOR OVERVIEW
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GROWTH DRIVERS
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SUB-SAHARAN AFRICA
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FRONTIER MARKETS

Insurers have been showing growing interest in the “Frontier Markets”

The frontier markets are typically those emerging countries with smaller-sized economies, lower income levels 
and insurance sectors in the early stages of development. Another important characteristic is a favorable 
insurance premium growth outlook, driven by strong fundamentals, impending regulatory changes and the 
influence of some external trends.

Economic growth in the SSA frontier markets has remained strong, at 6.4% per annum since 2000

The SSA countries differ widely in terms of economic structure, socio-political and cultural background, and 
also insurance market practices. Nigeria is by far the largest economy with GDP of about USD 520B in 2014 
(42% of the SSA frontier market total), followed by Angola (USD 130B). A key growth driver over the last 
decade has been high commodity and agricultural prices, although these have been much weaker recently.

The economic growth in Sub-Saharan Africa (SSA) slowed from 5.1% in 2014 to 3.8% in 2015. Nigeria and 
Angola were particularly hard hit by oil price weakness since early 2015. In both nations, the majority of 
exports and government revenues are dependent on oil and gas sales, and both countries need to diversify 
their economies and build infrastructure to support business activity in other areas. Ghana is also a net 
exporter of oil, alongside gold and cocoa. It had to seek IMF assistance after the government deficit spiraled 
out of control in 2014. For other markets - Kenya, Ethiopia, Cote d’Ivoire and Mozambique - low oil prices are 
a positive factor as it reduces the import bill and the cost of fuel subsidies.

Kenya is the most advanced among the SSA Frontier Markets, but there are initiatives to increase 
insurance penetration elsewhere in the region

Kenya has the most sophisticated insurance sector and regulatory framework, and also the highest level of 
insurance penetration. In the other countries, awareness of the importance of insurance for economic and 
social progress is growing, and governments and regulators are increasing their efforts to foster growth of 
an effective insurance industry. One area of activity is elimination of malpractices, such as non-payment of 
legitimate claims, eliminating fake insurance policies/companies, and the enforcement of a “cash and carry” 
principle (an insurer may only issue a policy after he has received the premium payment).
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OPPORTUNITIES

Agriculture Insurance

A large share of the population in SSA works in agriculture, 
mostly in small or family farms. Upgrading agricultural 
production is a central objective of many national 
economic policy programs, and this will likely filter through 
into stronger demand for agricultural insurance in the 
future. Agricultural insurance is a key financial safeguard 
for farmers, protecting them against a loss of livestock or 
harvest due to, for example, drought or flooding. Many 
of the products use mobile technology to handle policy 
administration and pay outs, and parametric triggers to 
minimize the cost of claims assessment.

Upgrading 
agricultural 
production is a 
central objective 
of many national 
economic policy 
programs...

Investments in
infrastructure and 
the  extractive
industries in SSA 
will also open up 
insurance
opportunities.

Addressable market

Mobile technology has expanded the reach of insurance globally, including in the emerging 
markets. While 80% of the population in emerging markets do not have a bank account, 70% 
do have access to a mobile phone. This has allowed insurers to reach people who have never 
before had insurance.

The distribution of insurance via mobile devices in emerging markets has grown exponentially 
in the last decade. As of February 2015, the two largest technology service providers (TSPs) 
for mobile micro insurance had reached approximately 28 million customers combined. Micro 
insurance premiums grew by 10% - 12% in emerging markets between 2010 and 2012, with 
mobile being the fastest growing channel.

Engineering insurance for large infrastructure 
projects, extractive industries 

SSA frontier markets lack good public infrastructure, and 
governments are trying to remedy the situation with support 
from development programmes or private/semi-private 
financing. Investment in infrastructure will benefit engineering 
and property-related lines of insurance business.
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AFRICAN ECONOMY

Average growth of African economies weakened slightly in 2015 to 3.6% (down from 3.7% in 2014), about 1% 
point lower than expected in the Africa Economic Outlook 2015. Excluding Libya, where oil production remained 
volatile, and Africa’s overall growth reached 3.7% in 2015, down from 4.2% in 2014. Africa’s Macroeconomic 
Outlook assumes a gradual strengthening of the world economy and a slow recovery of commodity prices. 
Against this international backdrop Africa’s average economic growth is expected to remain moderate in 2016 
(3.7%), but strengthen in 2017 (to 4.5%)  However, given the fragile state of the global economic recovery and 
the high volatility of commodity prices, this forecast remains uncertain. The main reasons for the slowdown 
in growth in 2015 were weaker global demand and lower international commodity prices, which adversely 
affected Africa’s resource-rich countries.

The Africa Economic Outlook forecast for 2015 was also based on the assumption that international oil prices 
would remain on average around 40% lower than in 2014, however prices were almost 50% lower. Metal 
prices, notably the price of copper and export prices for some agricultural products, such as cotton, were 
also lower than assumed. Africa’s growth remained higher than world growth despite strong headwinds from 
the international economy. Despite its slowdown, the African continent remained the second fastest-growing 
economy in the world. Several African countries (Côte d’Ivoire, Djibouti, Ethiopia, Mozambique, Rwanda and 
Tanzania) were among the fastest-growing countries in the world with growth between 6% and 10%.
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SELECTED COUNTRIES



30

THE ASSOCIATION OF KENYA INSURERS

|  Insurance Industry Annual Report 2015

GLOBAL

30Insurance Industry Annual Report 2015  |



31Insurance Industry Annual Report 2015  |

ECONOMIC OVERVIEW

World Economy
The global economy is expected to strengthen next year. The US and the UK are currently growing at a moderate pace 
of close to 2.5%, and real gross domestic product (GDP) in Japan and the Euro area at a more subdued 0.7% and 1.5%, 
respectively. The four economies are all expected to see slightly better growth in 2016. Emerging markets will grow by 
about 5% annually in the next two years. The global economy faces three main headwinds: slower growth in China, lower 
commodity prices and an imminent rate increase by the Federal Reserve. The headwinds pose a risk to the baseline 
forecast, but are unlikely to derail the improving growth momentum. With the overall improved outlook and expected 
monetary policy tightening in the US and UK, government bond yields (especially in the US and the UK), will likely rise.

The major economies. The US economy continues to grow at a moderate pace, with real gross domestic product growth 
expected to be about 2.5% this year and a little stronger in 2016. The Euro area will likely have its best year since 2011 with 
growth close to 1.5% in 2015 and 1.7% in 2016, supported by domestic consumption and stronger net exports due to the 
weaker euro. Growth in the UK will be about a percentage point stronger than in the Euro area, and Japan’s growth a little 
weaker. Growth in China has slowed and shifted from being investment- to consumption-driven. The slower growth and 
lower investment activity have weakened demand for commodities. Slower growth in China, the resulting lower commodity 
prices and an expected imminent tightening by the US Federal Reserve (Fed) have created uncertainty and volatility for the 
global economy, especially in the emerging markets.

Table 4: Global Insurance Outlook
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EMERGING MARKETS

Economic and insurance premium growth in  emerging markets will easily 
outperform advanced markets over the next 10 years.
Emerging markets account for around 86% of the world’s population and 40% of global gross domestic product (GDP), but they 
are under-represented in insurance with a combined share of 18% of global premiums. The rise of emerging markets in the past 
decades has brought to the forefront large markets, in particular Brazil, Russia, India, China and South Africa (BRICS). The 
BRICS countries account for over half of emerging market output and 69% of emerging market insurance premiums. These, and 
other more established emerging markets, will remain major contributors to global insurance growth.

The frontier markets have favorable economic fundamentals and are expected to benefit from regional trade and investment 
initiatives. The growth outlook for the insurance sector in these markets is promising, but on a long-term perspective.

Emerging markets have consistently outperformed the advanced markets in terms of economic growth and this growth has filtered 
through into countries’ insurance sectors, and there is ample scope for further industry development.

The strong growth in emerging economies has filtered through to their insurance sectors, with the latter collectively growing 
at around double the rate of the underlying economy in the last 20 years. Insurance penetration, defined as premiums as a 
percentage of GDP, in the emerging markets rose to 2.7% in 2015 from 1.7% in 1995. However, this increase came from a low 
base and the emerging markets’ total share of global life and non-life premiums remains below 20%, less than half the markets’ 
share of global GDP In other words, there is significant catch-up potential for insurers in the emerging economies.

Non-Life PremiumsGDP Life Premiums
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EMERGING MARKETS
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GLOBAL TRENDS
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GLOBAL TRENDS

Gen Y Experience Suppresses Global Improvement in Customer Experience

Although insurers around the globe improved overall customer experience levels, a generational disparity was 
evident, with Gen Y customers having much  lower Customer Experience Index (CEI) scores than older ones. 
The lower Gen Y scores highlight the need for insurers to better understand the behaviors and expectations 
of this increasingly important customer segment.

Born in the 1980’s and 90’s, Gen Y customers like to engage more regularly, preferring to interact with insurers 
at least twice as more frequently than other segments, especially via new channels such as social media. This 
finding, combined with Gen Y customers’ lower levels of positive experience with all touch points, underscores 
the need for insurers to offer a broad set of communications channels that work together seamlessly as well 
as identify new and better ways to engage on a more regular basis.

In keeping with their high comfort level with advanced technology, more Gen Y customers, especially those in 
the emerging markets of Latin America and developing Asia-Pacific, are likely to purchase insurance from a 
technology firm, compared to older customers.

Source: 2016 World Insurance report
 



36

THE ASSOCIATION OF KENYA INSURERS

|  Insurance Industry Annual Report 2015

PERFORMANCE

Global Insurance Summary: Demand, Premiums, Profits and Outlook

Demand for primary non-life insurance should increase in the next two years given the improving economic 
outlook. The emerging markets will be the main drivers, with an expected recovery in Central and Eastern 
Europe and incremental growth improvement in other regions. Growth in the advanced markets will slow 
due to softening prices and the only modestly stronger economies. Global primary non-life premium growth 
is forecast to improve to 3.0% in 2016 from 2.5% in 2015. Despite the challenging pricing environment, 
underwriting profits have been sustained by low natural catastrophe losses and a continuation of previous-
year reserve releases.

The non-life reinsurance sector underwriting result has been strong so far this year based on low natural 
catastrophe losses, and the sector should achieve a combined ratio (CR) of about 90%. However, if the CR 
were adjusted upward for an average natural catastrophe loss year and stripped of reserve releases, it would 
be about 100%, reflecting the difficult pricing situation. Primary life insurers face downside risks from the 
modest global growth outlook, persistently low interest rates,  volatility  in  financial  markets  and  regulatory  
changes. Nevertheless, in  the advanced markets real premium income is forecast to rise by about 2.5% in 
2016 and 2017, up from about 2% in 2015. In emerging markets, life premiums are forecast to grow by 10.7% 
in both 2016 and 2017. This gain will in part be attributable to improved use of digital technologies and the 
adoption of more customer-centric business models. In addition, profits are improving in most regions.

In the advanced markets, real life reinsurance premium volumes are forecast to contract slightly in 2016 and 
2017. In the US, regulatory changes – including increased scrutiny of the use of captive reinsurance and 
an expected move towards principles-based reserving – will impact business opportunities. Growth in the 
emerging markets, on the other hand, is expected to be around 7.5% over the next two years. In these markets, 
life reinsurers’ main value proposition is supporting primary insurers in product development, underwriting and 
claims management.

Non-life real premium growth in emerging markets is expected to improve in 2016 and 2017, rising by 7.9% 
and 8.7%, respectively, after a 5.6% gain in 2015. Emerging Asia will see the strongest annual growth of 12% 
in 2016 and 2017, and Latin America the weakest (1% and 2.5%, respectively). Life and Health premiums 
are projected to see stable and robust growth of nearly 11% in the next two years. Again, emerging Asia will 
have the most robust growth of about 13%. Sub-Saharan Africa will have the weakest (about 3%) due to the 
difficulties of increasing life insurance penetration on the continent. A key issue in many emerging markets will 
likely be implementation of risk-based solvency regimes.



37Insurance Industry Annual Report 2015  |

PERFOMANCE - NON LIFE

Non-Life Insurance: Moderate growth, mixed underwriting results
Non-life premium growth was slower in 2015 than in 2014, in both the advanced and emerging markets. 
Global non-life premiums are estimated to have risen by 2.5% in adjusted real terms in 2015 after a 2.8% 
increase in 2014. In the advanced countries, premium growth declined to 1.7% from 2.0% last year. The 
Western European markets slowed marginally despite moderate rate increases in Germany, France and the 
UK. In Italy, premium income fell sharply again due largely to shrinking demand for motor insurance, while the 
Spanish and Portuguese markets are coming off their lows. Larger markets with accelerating growth include 
Japan, Korea, Spain and the Netherlands.

Non-life premiums in the emerging markets grew by an estimated 5.6% in 2015, also slower than in previous 
years. This was mainly due to economic slowdown in Latin America and CEE. However, there was strong 
growth in emerging Asia (12%), in China in particular, based on strong demand in motor. Premiums in other 
emerging Asia markets, and in MENA, grew by around 6%. In SSA, premiums were up 4.5%. In addition to 
the overall inflation-adjusted slowdown in the emerging markets, there was a significant slowdown in premium 
growth rates in US dollar terms also due to the severe currency depreciation in many of the countries. Emerging 
market premium volumes declined 1% in dollar terms in 2015, having increased by 6% in the previous year.

Non-Life Insurance: Investment Returns and Overall Profitability
Investment returns and overall profitability remained weak. Investment returns for non-life insurers remain 
under pressure as average yields are stalling and operating cash flows are weak, given slowing premium 
growth and weak underwriting results. Eight years after the financial crisis, the investment environment remains 
challenging for fixed income securities, the main asset class in insurance, with low yields and exposure to 
mark-to-market losses when interest rates rise.

Corporate bond spreads widened in 2015, causing some mark-to-market losses. Equity and alternative 
investments have also added volatility to returns. Portfolio yields are close to bottoming out, but even with 
market rates forecast to rise, insurers’ running yields will improve only gradually. For 2015, investment returns 
in non-life are estimated to have been about 10.9% of net premiums earned, down from 11.4% in 2014, and 
well below the 13.8% annual average of 1999–2007.

Overall industry profitability has declined with return on equity (RoE) estimated to be 7% in 2015, down from 
around 9% in 2013 and 2014. As interest rates gradually rise, investment income will grow only slowly and 
with a lag to rising interest rates. Overall profitability in 2016 and 2017 is expected to remain at the current low 
levels, (i.e., RoE of around  6%).
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PERFOMANCE – NON LIFE

Life Insurance

Premiums is growing, but business environment will remain challenging
Global life insurance premiums are estimated to have risen by 3.3% in 2015 in real terms. Life insurers’ 
balance sheets have generally strengthened as companies de-risk products and asset impairments moderate 
due to stronger credit and equity markets. Nonetheless, the business environment will remain challenging 
given expectations of just modest global economic growth, low interest rates and regulatory changes.

On an accounting basis, the life insurance industry’s reported capitalization improved further through the 
second quarter of 2015, mirroring solid business operations and strong profits. However, the improvement 
was in part driven by declining interest rates, resulting in higher mark-to-market values of fixed-income 
investments and derivatives instruments.

In an economic sense, low interest rates continue to create serious headwinds. Life insurers must honor 
guarantees close to, or even above, their average investment yield, resulting in lower profitability and negatively 
impacting capitalization and solvency.

US

Canada

UK

Japan

Australia

France

Germany

Italy

Spain

The Netherlands

Advanced Markets

Emerging Markets

World

-7.1%

3.0%

-5.9%

-6.8%

9.8%

3.6%

2.5%

20.6%

-4.3%

-5.9%

-2.5%

4.0%

-1.5%

Source: Swiss Re Economic Research & Consulting e - expected, f - forecasted

-1.7%

7.6%

-10.4%

7.1%

26.5%

8.4%

2.7%

29.5%

-2.5%

-5.2%

4.2%

7.4%

4.7%

1.3%

3.4%

3.3%

2.7%

-5.8%

4.2%

3.1%

2.8%

-11.6%

-10.0%

1.9%

10.6%

3.3%

1.0%

3.5%

3.5%

3.0%

4.1%

2.6%

0.9%

2.2%

0.3%

2.2%

2.4%

10.7%

4.0%

2.3%

3.8%

3.2%

3.7%

2.1%

2.5%

0.9%

2.3%

0.6%

1.7%

2.6%

10.7%

4.2%
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In-force real premium income growth for life insurance

Table 6: Performance in Life Insurance

PERFOMANCE - LIFE

US

Canada

UK

Japan

Australia

France

Germany

Italy

Spain

The Netherlands

Advanced Markets

Emerging Markets

World

-7.1%

3.0%

-5.9%

-6.8%

9.8%

3.6%

2.5%

20.6%

-4.3%

-5.9%

-2.5%

4.0%

-1.5%

Source: Swiss Re Economic Research & Consulting e - expected, f - forecasted

-1.7%

7.6%

-10.4%

7.1%

26.5%

8.4%

2.7%

29.5%

-2.5%

-5.2%

4.2%

7.4%

4.7%

1.3%

3.4%

3.3%

2.7%

-5.8%

4.2%

3.1%

2.8%

-11.6%

-10.0%

1.9%

10.6%

3.3%

1.0%

3.5%

3.5%

3.0%

4.1%

2.6%

0.9%

2.2%

0.3%

2.2%

2.4%

10.7%

4.0%

2.3%

3.8%

3.2%

3.7%

2.1%

2.5%

0.9%

2.3%

0.6%

1.7%

2.6%

10.7%

4.2%
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OUTLOOK

Premiums will grow, but pressure on profitability to continue. The global economic outlook for 2016 and 
2017 is more positive and demand for non-life insurance should increase. The emerging markets will be the 
main driver with a strong improvement to 8–9% premium growth in real terms in 2016 and 2017. Growth 
in advanced markets is expected to slow slightly since rates are expected to moderate further and macro 
conditions will only improve modestly. Global premium growth is forecast to improve to 3.0% in 2016 and 3.2% 
in 2017, from 2.5% this year.

Table 7: Premium Growth

US

Canada

Japan

Australia

UK

Germany

France

Italy

Advanced Markets

Emerging Markets

World

3.2%

2.7%

7.7%

5.7%

-1.8%

2.5%

0.1%

-6.1%

2.1%

8.0%

3.2%

Source: Swiss Re Economic Research & Consulting e - expected, f - forecasted

3.0%

1.9%

0.3%

1.3%

1.9%

2.9%

0.3%

-3.0%

2.0%

6.3%

2.8%

3.8%

2.7%

2.5%

-0.1%

2.3%

2.6%

0.7%

-3.0%

1.7%

5.6%

2.5%

1.8%

0.8%

2.8%

0.7%

1.3%

1.7%

1.0%

-1.8%

1.8%

7.9%

3.0%

1.3%

2.3%

1.0%

2.1%

2.2%

0.6%

1.4%

1.5%

1.7%

8.7%

3.2%
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OUTLOOK - LIFE

Interest rates, and the macroeconomic and financial market environments, will shape the outlook for the life 
insurance industry. Downside risks from the modest global growth outlook, persistently low interest rates, 
volatility in financial markets and regulatory changes remain significant in the short- to mid-term   horizon.

Global real premium income is forecast to rise by 4.0% and 4.2% in 2016 and 2017, respectively. Premiums 
in the advanced markets are expected to grow by 2.4% in 2016 and by 2.6% in 2017. In emerging markets, 
they are forecast to grow by 10.7% in both 2016 and 2017. Stressed companies will continue to seek ways 
to improve their balance sheets, be that through further optimization of their asset and liabilities, reinsurance, 
monetization of embedded future profits, or divestiture of some parts of their business. Depending on how long 
interest rates stay low, weaker companies may be forced to stop writing new business or merge with stronger 
competitors. In addition, in many markets new regulatory frameworks (e.g., Solvency II in Europe and other 
risk-based solvency regimes around the globe) will bring operational challenges. This will encourage capital 
optimization and a reconfiguration of operations to achieve scale and cost efficiencies. As a result, there will 
likely be more industry consolidation, mergers and acquisitions activity, and sales of run-off business.

In emerging markets, stronger economic growth, growing populations, urbanization and a rising middle class 
underpin a positive growth outlook for insurers, with rising penetration (insurance premiums as a percent 
of GDP). Global insurers from the mature markets will continue to expand in these high-growth markets, 
though the recent slowdown in emerging markets may dampen the pace of growth. Conversely, insurers 
from developing economies,  especially Asia, will increasingly enter advanced markets to  deploy  capital,  
obtain  know-how  and diversify geographically. Life insurers have been taking steps to adopt more customer-
centric and technology- inspired business models. The insurance industry has been slow to utilize some of 
the innovations that digital technology offers. There has been gradual acceptance of certain aspects such as 
digital distribution over the past decade but change, especially in the life sector, has been slow.
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ASSESSING THE FUTURE

The Way Forward Requires Critical Assessments

The short-, medium- and long-term implications of the changing environment for insurers require firms to 
assess the future along three levels: current capabilities; readiness for change, and future positioning

Firms should ask key questions related to each stage, and be prepared to take action as necessary. Such an 
exercise is an important first step in devising an effective strategy to meet coming challenges.

Key Questions for Insurers to Assess the Future along Three Levels

Source: Capgemini Financial Services Analysis, 2015; WIR 2016 Executive Interviews, 2015
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There were 51 operating insurance companies as at the end of 2015. 25 companies wrote non-life insurance 
business only, 14 wrote life insurance business only while 12 were composite (both life and non-life). There 
were 139 licensed insurance brokers, 22 medical insurance providers (MIPs) and 6,424 insurance agents. 
Other licensed players included 133 investigators, 114 motor assessors, 27 loss adjusters and 30 insurance 
surveyors, 7 risk managers and 3 claims settling agents.

The penetration of insurance in Kenya is estimated at 2.78%. This figure is projected  to  grow given emerging 
risks such as micro-insurance and oil & gas. Adoption of alternative distribution channels (Bancassurance) 
and use of technology are also set to boost insurance penetration in the Country.

KENYAN INSURANCE SECTOR
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Kenya insurance companies have been  spreading  their foothold  in  the  region covering  EAC, COMESA and 
SADC. This has been necessitated by insured’s in Kenya with interests in manufacturing, tourism, transport 
and communication, building and construction across the region to be covered by the same insurer. Insurers 
have found it necessary to establish offices across East and Central Africa and to a certain extent Southern 
African.

Many Kenyan insurance companies have also taken advantage of growth opportunities and ease of doing 
business in Rwanda and lack of local insurance companies in Southern Sudan. Mergers and Acquisitions 
have also played a key role in the expansion. The regional offices are spread as follows:

Table 10: Presence of Kenyan Insurance Companies in the Region

KENYAN INSURANCE COMPANIES IN THE EAST, SOUTHERN AND 
CENTRAL AFRICAN REGION
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The industry recorded gross written premium of KES 173.79 billion compared to KES 157.21 billion in 2014, 
representing a growth of 10.55%. The gross written premium for non-life insurance was KES 111.93 billion 
compared to KES 100.24 billion in 2014, while that for life insurance was KES 61.86 billion up from KES 56.97 
billion in 2014.

Non-Life insurance premium grew by 11.66% while life insurance premium and contributions from deposit 
administration and investments/unit linked contracts grew by 8.58%. The industry has consistently recorded 
growth over the years as illustrated in Table 11 and Figure 10 below.

Table 11: Life/Non-Life Insurance Premium Income

PREMIUM INCOME
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INSURANCE PERFORMANCE RELATIVE TO THE ECONOMY

The performance of the industry relative to the Kenyan Gross Domestic Product for the period 2011 to 2015 
is shown in Table 12 and the graph below.

Table 12: Insurance Performance Relative to Gross Domestic Product
(Figures in billions Kenya shillings)
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STATEMENT OF COMPREHENSIVE INCOME

The insurance industry’s Statement of Comprehensive Income for the last five years is shown in Table 13 
below.

Table 13: Combined Industry Statement of Comprehensive Income

2011 2012 2013Growth
% 2014*Growth

% 2015*Growth
%

Growth
%

Gross Earned
Premium

Reinsurance ceded

Net Earned
Premium

Investment &
Other Income

Net Income

Net Incurred
Claims

Total Commissions
& Expenses

Profit/(Loss)
before Taxation

Profit/(Loss)
after Taxation

Provision for
Taxation

70.92

15.62

55.30

74.66 107.45

19.36

37.69

27.29

9.68

2.04

7.64

Figures in billions Kenya Shillings *Restated

92.11

21.15

70.96

36.49

56.03 48.66

36.79

14.63

3.00

11.63

29.88

35.40

70.96

43.92

88.48

34.81

51.14

47.06

52.23

63.35

107.18

25.85

81.33

124.05

42.72

42.52

18.18

3.66

14.52

13.06

16.36

22.22

14.61

15.45

17.07

15.57

24.27

22.00

24.85

81.29

133.12

30.86

102.26

148.98

46.72

51.95

15.74

4.00

11.74

-0.63

9.80

11.18

9.38

1.39

12.99

-26.49

-38.75

-22.32

80.78

146.16

34.31

111.85

151.05

39.20 -16.10

58.70

11.57

2.45

9.12

28.32

24.20

19.38

25.73

20.10

9.36

22.18

-13.42

9.29

-19.15

The gross premium increased by 9.80% in 2015 compared to 24.20% in 2014. Reinsurance premium ceded 
increased by 11.18% in 2015 compared to 19.38% in 2014. Investment and other income decreased by 16.10% 
in 2015 compared to an increase of 9.36% in 2014. This decrease can be attributed to poor performance of 
the capita market in 2015.
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Net incurred claims decreased by 0.63% compared to an increase of 28.32% in 2014, while commissions and 
expenses increased by 12.99% compared to 22.18% in 2014. Profit before taxation decreased by 26.49% 
in 2015 compared to 13.42% in 2014. Provision for taxation decreased by 38.75% in 2015 compared to an 
increase of 9.29% in 2014.

Figure 12: Industry Statement of Comprehensive Income
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STATEMENT OF FINANCIAL POSITION

The insurance industry’s combined Statement of Financial Position is shown in Table 15 below.

2011 2012 2013Growth
% 2014*Growth

% 2015*Growth
%

Growth
%

48.28

Shareholders
Capital, Life
Fund &
Reserves

Total Assets

Total Liabilities

Net Assets

Profit/ (Loss)
before Tax

Return on
Capital
Employed

60.54 79.6825.39 87.4231.62 96.199.71 10.03

243.74 284.28 359.5214.91 417.7626.47 465.9816.2 11.54

195.47 223.60 278.7214.39 330.3424.65 369.7918.52 11.94

48.28 60.54 79.6825.39 87.4231.62 96.199.71 10.03

9.68 14.63 18.1851.14 15.7431.62 11.57-13.42 -26.49

0.20 0.24 0.2320.00 0.18-4.17 0.12-21.74 -33.33

Figures in billions Kenya Shillings *Restated
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The insurance industry shareholders  capital, life fund and reserves  increased by  10.03% in 2015 compared  
to  9.71%  in  2014.Total  assets  and  liabilities  grew  by  11.54%  and  11.94%  in  2015 compared to 16.20% 
and 18.525% in 2014 respectively. Net assets increased by 10.03% in 2015 compared to 9.71% in 2014. 
Return on capital employed decreased by 33.33% in 2015 compared to a decrease of 21.74% in 2014.

For detailed information on the insurance industry combined Statement of Financial Position for the year 
2015, refer to Table 16.

Figure 13: Insurance Industry Combined Statement of Financial Position
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Summary
Non-life insurance is also referred to as general insurance. In Kenya it is classified into 13 distinct insurance 
classes. These are Aviation, Engineering, Fire Domestic, Fire Industrial, Public Liability, Marine, Motor Private, 
Motor Commercial, Personal Accident, Theft, Work Injury (WIBA), Miscellaneous and Medical insurance. In 
2015, 35 out of 51 insurance companies wrote non-life insurances. Non-Life insurances are normally annual 
or short- term contracts.

Table 17: Non-life Percentage Growth and Market Share per Company

NON-LIFE INSURANCE

TOTAL
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MOTOR PRIVATE
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MOTOR COMMERCIAL
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FIRE DOMESTIC AND INDUSTRIAL
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MEDICAL INSURANCE
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MEDICAL INSURANCE
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OTHER CLASSES



67Insurance Industry Annual Report 2015  |

AGRICULTURE INSURANCE
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AGRICULTURE INSURANCE
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PREMIUM DISTRIBUTION
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NET CLAIMS INCURRED
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SUMMARY OF REVENUE ACCOUNT
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TECHNICAL LOSS RATIO PER CLASS
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REINSURANCE
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LIFE INSURANCE

SUMMARY

Life Insurance is a long-term contract between a policy holder and an insurer and facilitates long-term savings. 
Regular savings over a long period ensures that a decent amount is accumulated to meet the policyholders’ 
financial needs at various stages in life. In the event of death of the Policyholder, life insurance ensures that 
their loved ones continue to enjoy quality life. Other events in life that may trigger payment depending on 
the terms of the contract include critical illness, terminal illness, temporary or permanent disability. Other 
expenses such as funeral expenses may also be covered.

Life Insurance not only provides for financial support in the event of untimely death but also acts as a long term 
investment. Life Insurance enables a Policyholder meet his/her goals such as children’s education, marriage, 
building homes or planning for relaxed retired life. Life insurance policies normally comprise protection policies 
which are designed to provide a benefit in the happening of the insured event and Investment policies whose 
main objective is to facilitate the growth of capital or a combination of both.

There are four broad classes of life insurance in the Kenyan market, namely:-

a) Ordinary Life Assurance comprises  all  individual  life  policies  categorized  as  Term  Assurance  
policies; Endowment policies; Investment policies and Whole life policies.

b) Group Life Assurance comprises Group Life schemes mainly organized by employers on behalf of their 
employees; Group Credit/Group Mortgage Schemes which are loan protection schemes organized by 
financiers like banks, co-operative societies, microfinance institutions, etc.; and Last expense schemes 
which are many a time given as a rider to the group life schemes. Nevertheless, Last expense covers 
can also be arranged on standalone basis.

c) Deposit Administration/Pension Business - This is a unique class of life insurance business. The 
uniqueness of the Deposit Administration class of business is that the insurance company gives a 
guarantee on the capital plus a minimum rate of return on the pension funds.

d) Investment/Unit Linked Contracts - The main objective is to facilitate the growth of capital invested by 
the client.
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LIFE INSURANCE GROSS WRITTEN PREMIUM, CONTRIBUTIONS
AND MARKET SHARE
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SUMMARY OF GROSS WRITTEN PREMIUM AND DISTRIBUTION PER 
CLASS
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SUMMARY OF LIFE INSURANCE PREMIUM DISTRIBUTION
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ORDINARY LIFE GROWTH IN GROSS WRITTEN PREMIUM AND 
MARKET SHARE
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ORDINARY LIFE GROSS WRITTEN PREMIUM AND MARKET SHARE 
PER COMPANY
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GROWTH IN GROUP LIFE GROSS WRITTEN PREMIUM
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GROUP LIFE GROSS WRITTEN PREMIUM AND MARKET SHARE
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GROWTH IN DEPOSIT ADMINISTRATION/PENSION
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GROWTH IN DEPOSIT ADMINISTRATION/PENSION
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DEPOSIT ADMINISTRATION/PENSION
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