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TAKAFUL (ISLAMIC INSURANCE): DIFFERENT NAMES: SAME(ON(EPT)

v Takaful Incurance v’ Sharia compliant

v Ielamic incurance,

") Ingurance,
_Hedal incurance, V' Riba free Incurance
_Ethical incurance, ’—fo -operative o)
V‘\IQ/awc matua/ bcore
__ingurance, v Community incurance.

#Ic/am:c—a/temat:ve == R o g gy e
‘_fns’amnce = - B

e



MEANING OF RETAKAFUL

‘REtakaful” ic the Sharia
—— Compliant brand name "Far-t{r“en

 Iclamic  alternative  to

‘conventional Reincurance.

“Help one another in virtue, righteousness,
and piety”.

5:2 The Holy Qur'an .



DIFINING ELEMENTS:

Q etakatulic where one party (the takaful operator)
cedes a proportion of its ricks on either Jreaty

fetakatulbacic or Facalbalive Letakatu/basic to
another party &é&‘%ﬂ(@fkﬂfﬂdfor a_proportion. ...

_of contribution in the form of tabarru into a common
fam/ in-exchange for cover againct agp_emﬁﬁi/as’s_az--.-- o

_damage.

D fetakatulis a '72&&4&//5/* Mﬁ(/ aye/'az‘a/«’ I tica.




V' PRetataful hae a big role to play
in the cuccecs of any retail
takaful market and i¢ indeed an I

/m,bortant component in the |

cupply and value chain of Iclomic | Egn‘r@!? r"gp\ce
Finance W

e e
) Eetaéaﬁ(/ s re/at/ve/y young..
V' The conce,bt i¢ Still in the

ex,bemmenta/ ctage, with fccdec

being tackled by individual

operatorc and cohecive
inductrywide ef/ortc ctf// not

apbbarent.




Thic i¢ evident in Retakaful
operations, which often come in
the form of a ‘window” or a
dedicated divicion within a

conventional reincurance

Ethiopian
Reinsurance

company, a branch,

or a stand-alone cubgsidiary or

ehtit_y.




MAIN OBJECTIVES -RETAKAFUL

[he main objectives of Retakaful, among others, are three.

V' The firct objective ic to cafequard the operatore againgt the poccibility
_of ingolvency and to engage the operators in chariah-compliant p o

invectment. - - N S

V' _The cecond o@@t’ve ic to ,browc{e adﬂ,btﬁé[&underwzhmgprMcegfaff_._

the operatore and

vV the lact objective, ic to prohibit interest in tAe recerveg. of tAe
_ Retakafulfund. By ——




 RETAKARUL :

R Ethiopian
. It hae to be underctood that like takaful, Retakaful ic Reinsurance
L eo-sbrielcbarivg-mechoriemetreRetdoful—the————

———participants are the-various takaful-operatore who-ceek
————to-chgre-theirtokaful-ricke—————————————————

e—

————




 RETAKAFUL :DEMAND DRIVERS

Y Sdgllelelt-1g
——The demand for Retakaful ic motivated by Reinsurance

—_the need for portfolio-diversitieation——————————
—L mitigation of invectment +icks, amd——

——Vcapital-ctrengthening-forrequlntory purpocee.—— Sl




 RETAKAFUL :PURPOSE

B =dgllelelt-1g
—( TAe ,br/mary purposeof ,Qeta,éaﬁ(/ ie-to rea/ace ing’o/vency | Reinsurance

——————nvestment——————

—L T addition; /eetakﬁtﬁa#a/g’vfrowdec Hexible w«a’erwrrbvry -
——— practices for the operators and prohibite the earning of e Sema=
———interect in Retoakaful fund recervee:

—_——



————per Lelamic-conventions, ac reincarance ic nececsary for

———unforeceen foccee.—

SIMPLY PUT:

\

In a world of rick, loccec for incurance companiec may be
\

—¢0-high that-even-the-combined-capital-and-recervec-of- \\——

the company are not-sufficient to-cover themThat ic—

—why reincurance compariec-were created.———

By the came mode, Re-Takd ful operations are eccentinl
for Takaful companiec conducting incurance operations

=dgllelelt-1g

=

Reinsurance

—the curvival of incarance companies in the event of



~ CHALLENGES:

“V~Tn the abcence of Retakaful operators, takaful operatore
—uced to rely on conventional reincurere to meet market | =dgllelelt-1g
e Reinsurance
Y Thic practice i¢ ctill acceptable baced o elaime of
compelling circumetancee cuch ac nececcity (darurah)
——and argent need (hajak) oSS
V" However, in recponge to the growing need, there ic a
T ctrong need for retakd ful operators that work in line

— with Iclamic principles.” N

eee——



—reinsurance operation-becausce charin advocacy chould -

Sdgllelelt-1g
Elements of charia compliance are the main factore Reinsurance

—remain poromount-among-industry ctakeholdere-ahead-of ————— sse S

commercial returne.




—which-the reinsurer-will-be-liable-for-part-or-afl-of the-
—ticke that the incurer-hag incured—The incured legal —
—ight will not be affected by the reincurance —

conditione2t——————————————

definee Retakaful a¢ ‘a contractual arrangement under

arrangement and the incurer-ic liable to the incured for

paying claime as per the incurance policy terms and -

I\
\
\

Sdgllelelt-1g
Reinsurance




A BENEFLTS 10 10§

- Retakaful operatore (RTOc) manage the TFe on
j\éeha/f of their recpective participants. The

_— | - .
mechanicm of Retakaful would benefit TOs in the | Elé?r'\cs)ﬁ r'gp\ce

"
form of:

v rick s:,b_;e,adi@gl

i

Y capacity boosting;

A V' financial stability; and _— S

— v’ protection-against catastrophic —
———frevEe— e e



Contract. S-S

The party that cedec the ricks i.e. the cedant ic
[akaful Operator and the party that underwritee
and offere capacity for the ceded ricke ic called
the Retakaful Operator. The relationchip D
the two partiec ic governed by a Retakaful

[here are two categories of retakd ful thece are:

«— General Retakafulond —

Fomily Retakaful-

Ethiopian
Reinsuran

ce




Retrotakaful:
Contributions
Retakaful form
Operator: Retakaful
Retakaful operators

Takaful
, Operator: Risk

Participants: Participants Fund(PRF)
ontributions " Risk R
rom ——Fund(PRE) - 7
—= partjcpapts———————— —— —

et —illustration of the flow of risk between various parties, from Takaful participants to Retrotakaful.




RETAKAFUL:
Market

Developmente




GLOBAL TAKAFUL MARKET DEVELOPMENT

L The Global Takaful Incurance Market ic

— 2023 and-ic-anticipated to-grow with a——
healthy-growth-rate of wore than14-6%
over the forecact period 2022-2028

Sotirce: Market Size: 2022

—————valued-at-approximately YSPD-33-6-bifliov-in—



GROWTH-GWP

According to Allied Market -

Recearch, Global Takaful
Incurance Market ic
projected to Generate
$92.17 Billion by 2030.




_ » GROWTH: MORE THAN CONVENTIONAL

Q witnessing a CAGR of 14.6%
From 2021 to 2030.

Q It wac alco projected that the
— Family Takatul cegment will
——————regicter-the higheet CAGR of —

16.3% during the period 2027-
L 00 el N E

QO Expected Lo reach KK 79.0 Bilion by
2032 exhibiting & growth rale (CAGE) .

Lo S o 22/ 220




ETHIOPIA:
EPITOME OF

ISUAM

RELEGION

25

Islam in
Ethl o ia % Muslim (Sunni)
p W Over 95%
B 70.79.9%
2007 Census [ 60-69.9%
Data 40-50%
[ 10-20%

[ below 10%

@ambela JrSr

= 4L Somali
Southern Nations,
Nationalities, | 7
and Peoples




LARGE POPULATION : POTENTIAL MARKET

oo " Itloam ic the cecond- largect religion in Ethiopia and the total
population ic ectimated at around 123.5 million as of 2022.

] Ielam ic the cecond moct followed religion, with 33.9% of the
population being adherents. Ethiopian Qrthodox 43.8%, Muslim
31.3%, Pmteg’twat 22. 8/ Catho/:c 0. ?/ tma{/trona/O 6%, other

T 0.8% (2016 ect.). N
Unfortunatelythe-lact-national-cencus-was conducted in-the-year
2007. Hence, ac per the Central Statistical Authority N
(Cg/l} governmental data, Muslime are 33.9% of the ,bo,ba/at/on up
From 32.8% in 1994 (accordmg to the cencuc data of that year).
Before the publication of the 2007 cencue recults, however, the—
.S State Department estimated that “approximately 45 percent
of the ,bo,ba/at/oh i@ gumu Muclivn.

— Source: Ethiopian Population ectimatec: 2022




Muslim population in zones in
Ethopia by percentages

. 90-100% = 10-19.9%

50-56%

60-70
Million

MUSLIM POPULATION: ETHIOPIA

O ram i most prevalent in
the Somal; (98.49%), Afar (95.3%), and Oromia (47.5%)
Regione.

L Other cources and a country ctudy claimed that

—Lelam made up-50% of the total population

R ‘According to various cources, the number of wuclim

population in Ethiopia ranges from a minimum of 31% to

a maximum of 56%.

D When computations are made out of the current
population in 2022. i.e. 126 wmillion, the number of muglime

" ranges approximately between 38.2 to 70.6 million”.



~Ethiopia more than the number of Muslime in

wmany a¢ in Sudan.

__coverage ucmﬂakafu/ in pakt:cu[ar T

Demographic
It ic important, however, to put the

lsamin [ touw

cignificance of Ethiopia’c Muglim population —  Fhiopa [~ T
S o
in percpective. g o

[Joan
a "1

Ectimates put the total number of Muslims in

Saudi Arabia, Syria or Yemeh and almost as

All thes'e ,bkawa(e ,botentm/g to éroaa(en

Geocurrents Map



MUSLIM POPULATION: ETHIOPIA

o Ethiopia ic currently one of the factect
9/'04:/,':«9 countriec in the world, with a
growth rate of 3.02% per year.

L IF Ethiopia follows itc current rate of

T growth, ite population will double in the
" next 30 years, hitting 270 million by 2060.

210 million

by 2060




The Chronology of Events of the Takaful Industry in Ethiopia.
‘ 2022

* Four Insurers in

2020 Ethiopia are
] providing
*The National Takaful
2019 Bank of Insurance.
*NBE, has Ethiopia’s
2018 allowed fully BlreSCTt'II;/eUZOZ
«Efforts to Islamic law- 00- o
A create a more compliant RA =S
« (NBE) has issued hospitable financial to license a
2008 a directive in clineseutl institutions, takaful
September 2011 operator or a
*NBE allowing the “Islamic late June P
L S __provision of financial 2019.
n | ~ interest free »
I_slamlc banking services
finance on through
the banking qocated, | ’-,
proclamation branches of  § ;
of 2008 conventional (
banks. Durin i
this period )
interest fre -
banking serVices 47
has only contain .
less than 49 of ) . . .
the banking . ! ! )
portfolio in y » . .
Ethiopia.

The long journey towards Ielamic financial cervices



Characterizing the
Ethiopian Insurance
Industry




SHARE OF Guip: AFRICA
V5. WORLD

1% OF INSURANCE

2% OF REINSURANCE

global incurance premiume are

poiced to curpace S 7
~trillion for thevery firct time

in 2022 on the back of 6.1%.

e
”Dec,b/’te Aaw’mg cloce to 16%
of the global population, the

current inurance

— penetration-inAfrica ic about
__3.5%.° oL S
1.4 BILLION -POP

Swiss Re Institute’s latest world insurance sigma report,
022







ERTALE: ACTIVE VOLCANO IN ETHIOPIA |

Population -126 million @

Number of insurers- 18-(7 specialists(non life), Il compaosite- 3
under formation

| Total GWP reached Birr 22.8 billion(407 million USD)

Insurance density-2.73 USD

Insurance penetration -0.43%

Share of life(long term insurance) - 8% app

Total asset has reached birr 41 billion

Regulation: Licensing of foreign insurers: not allowed-closed

| door < lirv

|I|\

I Reinsw. ers- 1 and 2 local reps ‘




ltems

Number of Employees
Number of Branches
Number of Sales Agents
Number of Brokers
Loss Assessors

MARKET PLAYERS

Number of Insurance
Surveyors

7 Banks

7.1 state owned

7.2 private

8 MFlIs .00 paman P e Ndué-P NHh

9 Growth rate ~ NATIONAL BANK OF ETHIOPIA

ADDIS ABABA
Source: NBE, 2023




b s e

Birm

Ethiopian Reinsurance SC
Gross Premium and Market Share Overall Business of the Ell
(In Million Birr)
2022/23 2021/22 Growth
SN Insurance Market Share (In Gross Written | Market Share (In ‘ Remark
Companies | Gross Written Premium ( Rank h ( Rank (In Birr) (In %)
%) Premium %)
1 Abay 678.3 3.0 12 425 2.6 12 253.3 59.6
2 Africa 1,071.80 4.7 8 583.5 3.5 9 488.3 83.7
3 Anbessa 869 3.8 11 476 2.9 10 393 82.6
including Takaful
4 Awash 2,391.40 10.5 2 1,758.00| 10.6; 2 633.4 36.0Birr 40.0 milion
for 2022/23
5 Berhan 410.4 1.8 15 242 1.5 15 168.4 69.6
J 6 Bunna 925 4.0 9 473.2 2.9 11 451.8 95.5
7 EIC 6,901.50 30.2 1 6,545.00 39.5 1 356.5 5.4
8 Ethio-life 531 2.3 13 351 2.1 14 180 51.3
including Takaful
9 Global 347.6 1.5 16 162 1 17 185.6 114.6Birr 56.6 milion
] for 2022/23
10 Lucy 285.2 1.2 18 213 1.3 16 72.2 33.9
11 NIB 1,104.60 4.8 6 709.7 4.3 7| 394.9 55.6
13 NICE 526.7 2.3 14 410 2.5 13 116.7 28.5
4Iincluding Takaful
- 14 Nile 1,092.80 4.8 7 783.8 4.7 6 309 39.4Birr 10.4 milion;
for 2022/23
12 Nyala 1337 5.8 5 892 5.4 5 445 49.9
including Takaful
Birr 26.0 milion &
1 15 Oromiya 1,600.00 7.0 3 939 5.7 3 661 70.4Agriculture
40.0 million for|
2022/23
16 United 1,555.00 6.8 4 930 5.6 4 625 67.2
17 Tsehay 923.5 4.0 10 585 3.5 8 338.5 57.9
1 18 Zemen 327.5 1.4 17 77 0.5 18 250.5 325.3
Total 22,878.30 100 16,555.20 100 4,846.80 29.3

ee———



|
— C TAKAFULOPERATORS: ETHIOMA

of takaful Date of Takaful Brand Class of takaful
-‘_ operators license insurance

s l’ ‘\

1 [] ‘1 l\ YA\

11 1\

|
' ' Awash Insurance Salaam Takaful General takaful
Company S.C. (AIC)

N\

\\\




Gross Premium and Market Share Overall Business and

SHARE

takaful
(In Million Bir) TAKAFUL
Total GWP, RANKGWP GE
4 |\Awash 2,391.40 240 31.3
9 Global 347.6/ 1656.6 44 4
14 Nile 1,092.80 710.4 8.2
15 Oromiya = 1,600.00 320.6 16.1
Total 5,431.80 127.6 100.00

I

TAKAFUL MARKET: ETRIOPIA: 0.3

Market Share: Takaful
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ETHIOPIA

m.General

= Composite
© weLlife

i ______ — Composite aﬁ

r - Tieee— Life o




— Operators chall have .

DIt

———SING CONVENTIONAL - RE-INSURANCE 15— FORBIDDBEN - T0 TAKAHJ
__FUNDS, AS ALL TRANSACTIONS MUST BE SHARTA COMPLIANT. HOWEVER,
THE WORLDWIDE SHORTAGE OF RE-TAKAFUL CAPACTTY HAS FORCED SOME n
—SEROLARSOF - ISLAMIC JURTSPRUDENCE-TO—PERMIT THISUNDER- THE——
__(ONCEPTOF 24047, WAICH ALLOWS EXCEPTIONS T0 SHARIAIN CASES QF N
UNAVOIDABLE NECESSTTY. THTS 15 SIGNTFICANT AS T COULD ALSO APPLY
— 10 OTHER STTUATIONS, FOR EXAMPLE REGULATORY RE QUIR MENTS THAT
— (ONTRADICT SHARIA. ,

—_——

e e



Shareholdings

Insurance

Individuals
(o

91



Capital structure

The legal minimum paid up capital to
establish a reinsurance company in Ethiopia
is Birr 200,000,000 (Birr Five Hundred
Millian).

The subscribed capital of Ethiopian Re is Birr
2.0 billion million (20 million USD) which by
any standard is huge for a company just
started operation.




QUR TARGET MARKET

Ethio Re ctrivec to cecure bucinece from
domectic and international markets.

In the chort term however it primarily
Focuses on building ctrong market bage in
Ethiopia and Sub Shaharan Africa
although Ethiopin will remain the major
cource of the Company’c buginecs in the

foreceeable future. =
However, the Company has a well thought
plan to expand its reach to international
markete with cpecial focus on accepting

bucinece from African, Middle Eact and

Acian markete on celective bagic.




GCR

RATINCS

Cerlilies Mhat
Ethiopian Reinsurance Company (S Co)

s a
Fraain: bl Sesgih Bosing of

. . 8./ Outiook: Stable
o AAg, /Outlook: Stable

QUR CREDIT RATING-2022/23

Our Plan-2024




QUR GLOBAL PRESENCE: MEMBERSHIPS AND ASSOCIATIONS

Currently, Ethio- Re ic a member of
the various continental and local

inctitutione. In thic regarc{, 1t 1¢ an

inctitutional member of African

Incurance Organization )

Federation of Afro-Acian Incurerc iR

and Reincurere [FAL@),
Organizaton of Eastern and
Southern Africa Tncurance

(06§AD and A(’C’OC/AI‘J/O#\ OF




N PRODUCTS AND REINSURANCE SOLUTIONS

Ethio Re providec all life and non-life
reincurance covers except enerqy, oil
and gag.

Fire and engineering;

Accident and motor;

Marine and aviation;

Life and health;

Now demand bonde;

Liabilit 3

Agriculture and Political lfiolence

and Terroriem (PUT);

Master class training On Contractors plant and machinery insurance ' ! /ee- Tﬁ ka I[a /; and
ICPM/ organized by Ethio- Re

November 28,2022 Addis Ababa Otherc




OUR UNDERWRITING CAPACITY

_ Capacity in ETB Capacity in USD

Fire and
Engineering 2,320,000,000.00 42,200,000.00

B Marine Hull &
Cargo 600,000,000.00 11,000,000.00

. B )\ iotion-Small
Aircrafts 82,500,000.00 1,500,000.00
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~ Challenges thc

e i

— theretakaful

. ——

: N Ihdugtky““




Challenges that are inhibiting the uptake

\ited.Capacity and limited" number
gharia-based reinsurers

pfessionals working in the industry



Regulatory concerng

—

— V. baps in the requlatory front: -

v Comprehencive directives

Y Experience of regulnors on retakaful

e T S ——————————————

v Trained manpower —ccarcity of human

e e

R ECOU e G i et e
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The future of takaful and Retakaful-
b Requirec the conerted effort of all
V' Exploit the untapped potential

:.\\\/ Regulatore- Create enabling regulatory environment
_ ‘H\‘/ Policy makers- The potential of iclamic finance

;(_ Result= alternative cervice, penetration, dencity,
contribution of incurance to GDP, acceccibility,....




A

jut lack knowle
principles and the real demand o
come up with real solution
v Religious scholars- know the

|

" but barely understand theg
v'logether avoid myths :

URED

— -

— -
, &

Narrow the gap

-
-
e
A



TAKAFUC-RE

S e— -—

— =

¥ Reincurere chould avail the nececcary capacity
V' e the exicting reincurerc [new takaful

—

____reingurance companies
— V' _There ic an opportunity for retakaf'a/ o,bemtors’ to

_— mseurance.

— V" Regional— ctrong retakaf'a/ company for the horn -

—of Africa by pooling respurcee———————

IR

_aggict the growth and expancion of takaful

54



Concerned ctakeholders

As always, my recommendation ic intended to draw the attention of
policy makers- decign a clear and participatory policy and ctrategy
addreccing the incurance cector

can be a panacea for addreccing ctructural probleme and even the
odds of the industry that hampered its growth and development



FIKRU TSEGAYE W.

(CTP, FIMLARAACS)



mailto:Fikru.tsegaye@yahoo.com

