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BECAUSE THEY EMPOWER
GOOD UMAs AND
BROKERS TO BE GREAT
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ARCHIE!

INTERESTED?

Email Michael Clack

michael.clack@renasa.co.za
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OUTLOOK 2022

Sign up & Download our Digtail magazine for free
bu visiting: www.cover.co.za

Wayne Abraham

As complex new risks emerge, we must con- We should carefully evaluate the nega-

tinue to innovate and be prepared to under- tives and positives of the past two years

write the risks that threaten our businesses and cautiously look out for brighter days

and economic vitality to remain relevant. ahead.

Nico Conradie

Reinsurers do not have a crystal ball
to glimpse into the future; but they are
armed with data and statistics that allow
them to identify and analyse trends..

Bryn Hatty
For Outlook 2022, CIO at Stonehage
Flemming, says we must look beyond
Omicron volatility.

Executive Director Sales and Distribution
at Brightrock: The Covid 19 Pandemic has
set the scene for a savvier consumer.
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An artisanal
approach
to risk.

Approach risk with purpose.
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YES WE CAN

Have we been brave enough during
the past two years? Have we stared
the devil of a pandemic in the face, or
have we cowered in its possibilities?
Only time will tell if we were brave
enough. However, we now have a sec-
ond chance. In 2022 we can extend
our wings and fly. Wishing you new
heights and great success. Tony




Expertise makes it possible.

Behind every modern marvel is a team of experts who take innovation to the next level. In insurance, having
a risk solutions partner that understands your business the way you do is crucial to protect it. With over
101 years of experience and being the leaders in specialist underwriting across a broad range of industries,

you can be sure we'll use our technical expertise to offer you quality insurance solutions to protect your business.

Santam. Insurance good and proper.

AVIATION/HEAVY HAULAGE/MARINE/TAXI « ENGINEERING/CONSTRUCTION/CORPORATE PROPERTY/REAL ESTATE
HOSPITALITY/PRIVATE CLIENT/TRAVEL ¢ GUARANTEES/LIABILITY « STRUCTURED INSURANCE ¢ AGRICULTURE/CROP
Santam is an authorised financial services provider (licence number 3416).

santam

specialist
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#whyCIB?

Understanding your world, we offer insurance done properly, in a personalised way.

Who we are

One of the largest Underwriting Managers

in South Africa

Focused on short-term insurance, across
Personal, Commercial and Niche classes

Entrepreneurial mindset

~c1b

What makes us

Quality

One of the lowest claims rejection rates in

the industry
We partner with like-minded brokers
200% growth rate in the last 10 years

Over R1.4 Billion annualised premium
income

Premium increases below inflation every
year for the last 5 years

Guardrisk, our license carrier is a level 1
B-BBEE contributor

Broker
benefits

e A wide product range and competi-

tive pricing

Tailored solutions to suit broker and
clients’ needs

Country-wide footprint

Personal attention through dedicated
Portfolio Managers

Focus on risk management
Ease of access to a state of the art IT
platform for policy and client

administration

Easy access to decision makers and
speed of decisions

different?

Our suppliers adhere to our standards of
excellence and share in our vision

Exceptional turn around times with
consistent and efficient claims processes

Comprehensive underwriting processes
upfront to ensure peace of mind and no
underwriting at claims stage

Our diverse product range with regular
product updates, keeps us relevant and
abreast of the competition

Ensuring we provide diverse expertise
and technical skills throughout CIB,
resulting in the best possible service to
brokers and clients alike

Service Broker
Excellence testimonials

Personalisation

“We are extremely proud to be
associated with such a company!”
- Riana Wiese, PSG Meesterplan

“CIB makes it very hard not to do business
with them”
- Greg Brits, Jurgens Group

“CIB is committed to establishing long
term relationships and continue to raise
their level of service to brokers. Their open
communication policy makes it easy to do
business, engage in high level discussions
and find solutions for all parties involved.”
- Wickus van der Walt, FNB Insurance
Brokers

We would like to express our appreciation
to the CIB directors and all their staff for
their high standard of service and support.
Always going the extra mile and taking the
time to listen to our needs.

- Féthon Zapheriou, Insurisk

We understand the broker’s world, ensuring long-standing relationships.

l E
. Specialised
Personal Commercial Buildings

Agriculture Franchise
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www.cib.co.za
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© 2021 CIB (Pty) Ltd is an Authorised Financial Services Provider FSP No. 8425 Underwritten by Guardrisk Insurance Company Limited FSP No. 75.
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The Covid-19 pandemic has brought new appreciation for the
pivotal role that South Africa's agriculture sector plays. The
pandemic has also helped people to have a new appreciation
for what farmers do every day and to start thinking about

where their food comes from.

Last year, the agriculture sector performed exceptional-

ly compared to other sectors of the economy. This mo-

mentum is continuing, and the latest gross domestic prod-
uct (GDP) data released by Stats SA confirmed South Africa's
agricultural economy is in good shape.

Notwithstanding challenges, unpredictability and depend-
encies experienced across the value chain, and drivers in-
volved when it comes to the complexities of sustainable
farming, food security and climate change, agriculture is
anticipated to be a key role-player of economic growth and

recovery.

A wealth of work has been done over the past few months
and input has been provided by various role-players on how

to address these challenges.
Food Demand

Sustainable farming practices are a high priority not just in
South Africa, but as a global issue. Farmers need to increase
production to help feed a growing local and global population
and this has never been so critical and challenging as it is to-
day.

Consumer Trends

Healthy eating habits and a healthier lifestyle are top of
mind for many consumers. They are interested in where their
food comes from and becoming more conscious about food
safety, the content and quality, as well as the impact
on the Earth.

Transparency is important, as consumers increasingly ask
how and where their food is produced. This means that role

players in the agriculture and food value chain are under pres-

sure to improve the traceability of the food and to also share

more information about it.

COVER Magazine | January 2022
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There is also an increased focus on the use of natural resources
and technology to optimise production while reducing the impact
on Mother Earth. This includes the need for sustainable solutions to
respond to water and electricity shortages by promoting innovative
practices.In short, the long-term health of the agricultural sector re-
lies more and more on sustainable farming, with farming practices

that is environmentally friendly.

Technology has completely transformed agriculture and the contin-
ued use of new technology and data will help the agricultural sector
to modernise at an even faster pace. Adopting technology and the
use of data has become very important, especially in the wake of the
pandemic. | believe that the quick progression of technology adop-
tion has not only brought about a new mindset, but also resulted
in farmers who welcome the future with an open mind by giving old

and new technology a chance.

The application of advanced technologies such as artificial intelli-
gence (Al), remote and geospatial sensing, machine learning (ML),
unmanned aerial vehicles (UAVs), biotechnology, the Internet of
Things (loT) and Internet of Behaviours (IoB) all have the potential
to transform the agricultural sector and to address emerging chal-

lenges and needs.

COVER.CO.ZA
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South Africa has a highly diversified and market-oriented agricul-
tural economy, but overall, South Africa is facing a shortage of skills
in the agricultural sector, especially in one of the important focus

areas, namely the ability to fix the environment.

The recruiting and development of the next generation of farmers
and agricultural specialist across the value chain should be a priority
for the next decade as food security in an ever-increasing global pop-
ulation continues to be major concern. In the face of this changing
agricultural landscape, digital literacy and technology skills are es-

sential for innovation to address emerging challenges.

Agriculture and food value chains are among the most complex
sectors in the world and important drivers of economic growth and
recovery. That is why we have great respect and appreciation for pro-
ducers, various role-players in the value chain and the agriculture
sector's valuable contribution, sometimes under very challenging

and difficult circumstances.
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SUPPORTING
FARMERS FOR
OVER A CENTURY

Old Mutual Insure has worked alongside farmers for over 100 years. In that
time, we've learned how to be prepared for any eventuality - from storms to
fires and everything in between. We're there for your clients to take care

of the things that might go wrong, so they can focus on making everything
else go right.

For more information about our Agriplus product solutions, visit ominsure.co.za

a INSURE

DO GREAT THINGS EVERY DAY

Old Mutual Insure Limited is a licensed FSP and non-life Insurer.
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THE VALUE OF THE INSURANCGE

BROKER CANNOT BE

OVERSTATED

Dynamic thinkers are trying to use technology to change
almost every conceivable industry across South Africa
and the world. Every couple of months another financial
technology or “fintech' startup pops up and says it will
be able to “cut out the middleman”, creating a more
efficient business. Technology may make parts of the
insurance industry more efficient but this should not be
at the expense of the role and value that only a broker
can provide to clients, writes Peter Todd, Constantia

Insurance CEO.

South Africa’'s economy includes a financial services
sector which is critical to the country's health, delivering
around 20% of economic output each year, according to
Statistics South Africa. This makes it the most dominant
sector in the country, with insurance playing a key role

within it.

Consider that many large infrastructure projects could
not be developed if companies were unable to insure
them against their numerous inherent risks. Think of the

effect on a family’s livelihood if the bread winner dies

COVER.CO.ZA

or a home burns down, without insurance in place to
cover the financial consequence. But as with many other
industries, the insurance industry is also facing changes

brought about by technological innovation.

Insurtech emerged around 2010, with a view to making
insurance products more accessible and less bur-
dened by admin, and to drive innovation in an industry,
which up to that point had hardly been at the forefront
of change and innovation. Eleven years on, insurtech
technologies include applications which are driven by
artificial intelligence, machine learning, blockchain and
the Internet of Things (IoT). Many of these technologies
focus on automating distribution, administration, claims

processes and even advice.

But what role does the broker have in this new insuretech
world? Will we all eventually be subjected to discuss-

ing our insurance needs with a robot? Undoubtedly,
insurtech can make some insurance processes quicker
and easier to complete, but can it replace the role of the
broker?



Asked differently, is insurtech a threat
to the brokers' existence? Insurance
products are complex which is why
minimum qualifications and experience
is required to become an insurance
practitioner. In an ever changing world
insurance professionals are also
required by law to contiuously develop

their knowledge.

Consider for a moment the recent
crises faced in South Africa. Before
Covid-19, not many people understood
what contingent business interruption
cover was and how it could protect
their businesses. Before the civil unrest
and looting in July, very few people
realised that their insurer did not cover
them against civil unrest, let alone
what SASRIA stood for.

Even if a robot could do a good job in
explaining the need for this cover in the
specific circumstances, what could be
the next crisis for South Africa or the
world? How should one be protected
against the rising threat of cyber crime,
climate change or another pandemic?
Regardless of what the future holds,
the role of brokers in advising their cli-
ents should never be underestimated,
both in ensuring their clients have ap-
propriate cover in place and assisting

them at claims stage.

Trying to quantify the insured loss of
profits following a business interrup-
tion event, can be extremely complex,
with material consequences if you get
it wrong. Insurtech should complement
the role of the broker by providing more
efficient processes and reducing their
administrative burden, thereby allowing
the broker to focus more on advising
their clients. But the focus seems to be
more about replacing the broker and

automating advice.

Insuretech initiatives always stand
alone and are considered a distinct
channel, competing against the "broker
channel". It seems some insurance
providers are hedging their bets - if in-
surtech does succeed in replacing the
broker, how quickly will they turn their
backs on the brokers that built their

businesses in the first place?

COVER Magazine
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Either approach entirely on its own is wrong. We must recognise the important
role that brokers play in our industry and embrace insurtech in a way which
enhances their role and does not replace it. More than ever we need people to
have access to the right insurance products. We live in a world with an increased
fragmentation of risks, with new ones emerging all the time. Not only could South

Africa face more riots and looting in the future, but how we live is also changing.

South Africa is battling through an energy distribution and management crisis
and the evolution of the power grid to move away from coal to alternatives will
be complex, delicate and arduous. Things will break and people will suffer heavy

financial losses.

Having a broker on-hand to advise and ensure that individuals and businesses
have the correct insurance products is more important than ever, to ensure the
sustainability of our economy. If SASRIA had not existed, what would the June

riots have taken from our economy?

Insurers should ask themselves how much they are spending on insurtech versus the ’ ’
development of brokers. Then there is also the question of whether as a country with an
offical unemployment rate of more than 34%, we would benefit more from investing in
people and skills rather than from investing in technology designed

‘ ‘ to remove people from the equation?

Are you an underwriting manager or broker?
Looking for an Insurance Management Software Suite?
Want insight info your policy & claims administration,
including underwriting?

One that also boasts data sharing capabilities & is
STRIDE certified?

We Also Offer:

« Business Intelligence that provides detailed information
related to your Claim Ratios, New Business & Insurance
Value Bands

« Hosting on your server or on ours

+ Cutting-edge technology to grow & adapt with you &
your business

PROFIDA will meet your needs, both now & on our journey together into the future!
Visit us at www.profida.co.za or call (021) 975 0215 D



MI-2842-AZ-590-CL

We believe in giving our clients and
our planet a bright, secure future.
Because with us, investing
is personal.

Responsible Investing is one of our core beliefs. Responsible investment practices resonate
directly with our outcome-based investing philosophy, and they are aligned with our clients’
long-term goals to positively influence the world they will retire to. We uphold responsible
investing principles by consistently reporting back to our clients and seeking disclosure and
transparency from the companies we invest in. There is no better time than now to secure

a brighter tomorrow.

Because with us, responsible investing is personal.

Speak to your Momentum Consultant or visit momentum.co.za

m Momentum Investments y@MomentumlNV_ZA @ Momentum Investments

mMmomentum

investments

Momentum Investments is part of Momentum Metropolitan Life Limited, an authorised financial services (FSP6406) and registered credit (NCRCP173) provider.
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RANKOE

Head of Niche, Santam

COVER.CO.ZA
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COLLABORATIVE RISK
MANAGEMENT CENTRAL TO A
NEW INSURANGE PARADIGM

According to Santam's research, 62% of commercial entities cite the struggling South African

economy as their biggest emerging concern.

Taking Stock

In the last two years, we've seen industry consolidation and reduced insurance cover. Some
of this should reverse as the economy recovers. We've also seen property and liability class-
es remain relatively stable for medium- to large commercial entities. There is real scope for

growth in these two categories, but this will be driven by the SMMEs and related strategies.

Many businesses have pivoted their business models, exposing themselves to new and un-
familiar risks. Furthermore, companies moved to skeleton staff, resulting in larger losses and

rising costs of claims as risk management practices we deprioritised.

COVER Magazine | January 2022



The Emerging Risk
landscape

In terms of emerging risks, the cor-
porate and commercial entities sur-
veyed ranked their top risks as:

- the COVID-19 pandemic impact on
business interruption (B, 57%)

- political unrest (48%)

- social change (44%)

- cybercrime (36%)

- climate change (35%).

While climate change ranks lowest
as an emerging risk, we've seen a
notable increase in severe weather
events worldwide.

Fire damage and its impact on
business interruption is the big-
gest traditional risk businesses
face. Recently, South Africa has
seen several large-scale fires and
explosion-related losses including
the Table Mountain National Park
fire, the Charlotte Maxeke Academic
Hospital blaze, and Astron Energy
oil refinery explosion.

COVER.CO.ZA

The State of Insurance

The past 18 months have seen risks,
especially liability-related risks, in-
tensify the world over, causing glob-
al reinsurance rates to rise. Higher
reinsurance rates have impacted
local insurers who have taken on
more risk. Consequently, premiums
have increased.

Large corporates aren't reducing
cover but are shopping around for
the best value products, often de-
laying their policy renewals. At the
same time, some niche industries
have seen clients amend their cover.

Risks Per Sector

The above has been the case in
the construction sector (given less
infrastructure development) while
businesses in the marine and heavy
haulage industries have amend-
ed their policies to match their re-
duction in turnover. Consequently,
insurers may look to narrow their
offerings away from unsustainable

lines, fuelling further consolidation. The segments
that are most at risk are the construction, transport,
and travel lines.

Aviation: Our insurance volumes for the outbound
travel business are roughly 30% of where they were a
year ago. The aviation business has also seen lower
volumes given reduced charter flights and the closure
of flight schools (80-90% of whose students are in-
ternational).

Aviation has also seen frequent and severe losses,
notably arising from mechanical or maintenance is-
sues due to disuse, rather than pilot error, which tradi-
tionally accounts for 90% of insurance claims.

Transportation: Our research shows 80% of respond-
ents in the commercial transport sector reported profit
loss in 2020. Numerous business closures increased
the workload of those still operating, which means
employees (including truck drivers) work longer hours,
increasing the chances of fatigue-related truck acci-
dents. The poor maintenance of the country's roads
compounds the problem. Plus, imported vehicle parts
are increasing in price.

The cost of repairs has risen by as much as 40%, part-
ly due to original engine manufacturers (OEM) pro-
ducing far more sophisticated trucks that can cost up
to R2 million.




It is additionally due to a con-
strained supply chain causing a de-
lay in parts supply.

It is no surprise that we have expe-
rienced higher frequency and se-
verity losses in the heavy haulage
industry. Our claims data show an
increase of 25% in volume and 30%
in the average cost of claims.

Public-owned Infrastructure: We
are concerned about water supply
given the dire state of reservoirs
and pump infrastructure. Function-
ing safe infrastructure is a crucial
building block for economic growth.

Risk Management, Not Just
Risk Transfer

The prevalence of underinsurance
has become more evident due to
the pandemic. This was particularly
true regarding business interruption
(Bl) cover. We believe this is most-
ly due to a lack of understanding of
the risk exposure and cover.

Simplified policy wording and bet-
ter education for intermediaries and
clients around what is and is not
covered would lead to clarity on ex-
pectations and provide a solid foun-
dation from which to address areas

PAGE 24

of underinsurance. Effectively managing risk leads to
fewer claims, resulting in more affordable insurance
premiums over the long term. This is preferable to re-

ducing cover and risking underinsurance.

The Specialist Market in 2022

Rebuilding the economy should bring opportunities
for growth in the specialist markets. This will come
from market consolidation, insurers exiting unprofita-
ble lines, and opportunities materialising from emerg-
ing risks, like those associated with cybersecurity and
drones, which will be especially helpful for the growth
of the aviation and liability lines. There is also demand
for contingency business interruption cover.

As complex new risks emerge, we must continue to
innovate and be prepared to underwrite the risks that
threaten our businesses and economic vitality to re-
main relevant. We believe each time there is disrup-
tion in the market, underwriting discipline is key to
who survives. Overall, we see the specialist market as
robust going into the rest of 2021 and into 2022.

COVER Magazine | January 2022
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SHARON

2022:

As we approach our second Christ-
mas in lockdown it is difficult to
believe that life will ever get back to
normal where we can go out with-
out masks, without fear of contract-
ing the dreaded Covid, and without
clearing the area around us if we
happen to sneeze.

Maybe as more and more people
get vaccinated and the treatment of
Covid and vaccines become more
and more effective, it will, like so
many illnesses before it, be con-
quered by medical science and we
will no longer have to fear it.

COVER.CO.ZA

But for now, we need to embrace
the new normal. We need to wear
masks and maintain social distance
and isolate ourselves if we show
any signs of illness, like our grand-
parents and great grandparents
needed to do before antibiotics.

We have developed the skill to work
and meet remotely when neces-
sary but please let us do that only
when necessary to be safe and not
lose out on the social interaction
so important to our own wellbeing
and the success of our businesses.
What does 2022 hold for Infiniti In-

surance Limited? Our loyal and long-established part-
ners, both Brokers, UMA's and Specialists have con-
tinued to support us and place good solid business
with us and for that we thank them. Without them we
would not have a business. Currently | am meeting
with partners to strat the way forward and make sure
that we align our strategic imperatives with theirs.
This will continue into the new year.

We look forward to growing these books of business
over the next year and together, giving our custom-
ers, both new and old, the best possible service and
insurance cover at reasonable rates. We are seeing
new business opportunities that we have not seen in
the market for some time now. Brokers and customers
alike are needing a breath of fresh air and we are run-




PAGE 26

ning hard, engaging with them, and intro-
ducing them to the uniqueness that is Infini-
ti. We are certainly open for new business
and have geared up our team accordingly.
As we write new business, we will contin-
ue to employ experienced and competent
people to boost our team and maintain our
service levels.

What do we have to watch out for as a com-
pany? In tough economic times businesses,
and indeed private individuals, find them-
selves under pressure to take short cuts to
save money. This can result in an increase
in fire risks and other claims because of
poor maintenance or decreased security.
We are conscious of this threat and so are
surveying more and more of the business-
es and homes that we insure, working with
customers so as to be certain that there are
no tragic losses for them and that avoidable
claims from a few customers don't result
in increases for all customers. We have to
balance growth with responsible, solid un-
derwriting.

As 2021 comes to an end, in closing, | thank
our partners, suppliers, and the Infiniti

team for their support over this torrid time,

their understanding when a ball has been
dropped as we have learnt to cope with the
new normal, and the care that they have
shown to all of us. | also thank our share-
holders and board for continuing to give us,
the Infiniti team, the benefits that we have
always enjoyed. | know that not all South
Africans have been nearly as fortunate as
we have been.

COVER Magazine | January 2022
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2022 OUTLOOK:
CHALLENGES ARE
GUARANTEED,
BUT SO ARE
OPPORTUNITIES

Another difficult year is behind us,
having brought continued challenges
and prolonged uncertainty with various
levels of lockdown that now seems un-
ending. However, when | look back at
2021, I don't only see challenges; the
last 12 months have brought both neg-
ative as well as overwhelmingly positive

developments.

On the positive side we saw the finali-
sation of many Covid-19 related contin-
gency business interruption (CBI) claims
in the courts. This has been very good
for all parties involved, since it at least
brought closure to these claims after a

lot of uncertainty.

Whilst the courts, in the majority of such
cases ruled against insurers in favour
of insured's, this matter and the ensu-
ing judgements helped to highlight the
risks associated with a major industry is-
sue, being contract certainty - i.e. the
wording and construction of policy doc-
ument clauses and the direction that
the courts will take when there is any
element of uncertainty.

As a result, we believe there will be an
even bigger focus from insurers in fu-
ture to ensure that policy wordings
are unambiguous and crystal clear as
to intent in order to capture a meeting of

the minds between insurer and insured.

COVER.CO.ZA Www.magazine.com



On the negative side, we witnessed the tragic events of the po-
litically motivated looting and riots, where the evil intent of
the RET (Radical Economic Thieves) faction manipulated the
plight of the most poor and destitute citizens of this country
purely for their own gain, that of continued corruption and grand
theft of the resources of our nation. This did nothing but give rise
to more fear and uncertainty, driving the poor and destitute peo-
ple of South Africa deeper into poverty, whilst unnecessarily fan-

ning racial tensions between different communities.

The impact of this on the insurance industry and corporate South

Africa is catastrophic from a long term risk perspective.

Overall, there is no getting away from the fact that the eco-
nomic landscape for the country is generally considered to
be negative: inflation is most certainly expected to move up-
wards and with that interest rates too. Furthermore, busi-
ness confidence within the private sector is in a slump having
taken a hard knock following the inconceivable riot and looting
scenes which remain firmly planted in our minds. More recent-
ly the looming uncertainty of coalition politics, Eskom's contin-

ued power outages which have been amplified by growing inci-

dents of internal sabotage, top-off an already challenging 2021.

While the insurance industry may well think it has seen the end
of the dark days of 2020 and 2021, there are many other poten-
tial systemic risks lurking in the system that could come to the

fore at any point.

On account of all these factors, our advice to all industry play-
ers is to remain risk averse. We sincerely believe that it would be
a mistake to take on more risk at reduced rates in order to meet
top-line targets. Now is not the time to reverse some of the hard
market trends and gains made over the last 24 to 36 months - it
is way too early as the potential for large un-expected losses re-

main ever -present.

www.magazine.com
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We encourage our peers to face these challenges
head on, stay focused and embrace them by ex-

ploring opportunities to innovate in order to keep
driving our dynamic industry forward.

There is Good News Too

That said, our outlook for the year ahead isn't all pessimistic — as
always, with risk comes opportunity. A host of new risks have
emerged including cyber, kidnap and ransom, environmen-
tal and climate change, brand and reputational risks and class
action suits, to name a few. However, the opportunity to offer
innovative risk solutions is as robust as ever. The biggest chal-
lenge for insurers is how to price these risks to ensure profitabil-

ity and sustainability.

At SHA we believe that our human capital is our greatest resource
and investing in it ensures that we are always creating value for
our stakeholders. We will keep investing to ensure we have the
best human capital, and that our available human capital is mo-
tivated and energised to lead the charge with our brokers and

their clients.
Delivering superior client service at every touch point, enhanc-

ing this service and our niche product offering with the highest

level of expertise is our commitment to navigating the future

COVER Magazine | January 2022



IN A YEAR OF
CONTRASTS,
BRIGHTER

DAYS AHEAD




The largest impact on the insurance sector is the lasting effect of loss-
es directly related to COVID. The industry was not initially expected to
bear these losses, but legal interpretation meant it had to. The effect
of a wider interpretation of what was intended with a local event has
meant that this cover has been completely excluded going forward to
mitigate further losses from all Property policies. The unfortunate re-
sult of this is that this cover is sorely needed — for example, if a retailer
must close shop and decontaminate after an infectious person has vis-

ited, they now would unlikely find cover for this eventuality.

That's just one part of how insurers have seen difficult times. While
2020 still saw some growth, there has been very little through this year.
In fact, some segments have gone backwards, with others showing
marginal increases only because of rate increases. Precious little or-
ganic growth through this year is a concern going forward, although

there are expectations of some green shoots for 2022.

Working from home has proven a major win. Not only has it demon-
strated the South African propensity for ‘just getting on with things’,
but it has dispelled any fears managers may have had over productivity
concerns. People have shown they can and do keep things moving even
in extenuating circumstances. Flexi-arrangements have worked well
for most companies including AlG, where we still have a mixed rotation
workforce. Getting back to the office has been well received, particular-
ly by those with challenging work from home environments including
parents of small children, and those susceptible to load shedding. The
pendulum which swung decisively towards work from home will likely

move hard in the other direction, before a balance sets in.

However, along with that is the rise of cybercrime; working from home
didn't create cyber risks but there is a need for employees to be cau-
tious of potential cyberattacks. Boundaries have shifted, and no doubt,
with more time on their hands through the pandemic, bad actors have
stepped up their activities. As a result, there has been an increase in
loss trends locally and globally, which is a worry. Customers are well
advised to get cyber cover, but with the increased losses expect rates to

harden through 2022 not only in cyber, but also other areas of corporate
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insurance and specialty segments including Financial Lines,
Liabilities, and Corporate Property. As for SME and consumer
lines, this year saw reducing appetite for insurance, so the
market is expected to be soft at least initially in 2022, though
insurers will push to regain customers throughout the year.
This means while there may be inflationary premium increas-

es, anything beyond that is unlikely.

The industry is resilient and sustainable, but with low eco-
nomic growth expected, there will be some industry specific
challenges. Consolidations and mergers can be expected at
both the insurer and broker level, with this being more of are-
ality with smaller and independent companies. This is due to
the insurance industry being dependent on scale and volume
along with the correct pricing which is both attractive to the

customer yet profitable to the provider.

A final note on talent. Finding and retaining good people is
and remains a significant topic for all insurers. Insurance is a
crucial industry and even a barometer for the economy: when
things go well, people can afford and easily see the value in
insurance. When economic conditions deteriorate, the value
proposition doesn't change, but perceptions of it do. Good
and skilled people are crucial in providing affordable insur-

ance which delivers the protection customers need.

These are undoubtedly tough times on a global basis and
more acutely for South Africans given the additional chal-
lenges we face. However, South Africans have proved them-
selves to be resilient and will see through the tough times.
While marginal economic growth is likely next year, it should
put us on track for future growth. As for AIG, we will continue
differentiating ourselves as the insurer of choice by working
with our valued brokers and business partners to provide a
comprehensive product range, and technical expertise while

listening to our clients and responding to their needs.
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FOUR TRENDS THAT WILL SHAPE THE

SHORT-TERM INSURANCE INDUSTRY IN 2022

It's two years into a world ravaged by the Covid-19 pandemic — and just when you
thought it was safe to start living a relatively normal life again, along came Omicron.
But the new variant is unlikely to have a major impact on the South African short-
term insurance industry, which is looking to grow in 2022 as demand for insurance
continues to rise.

In fact, the biggest challenges facing the industry in 2022 will be non-pandemic re-
lated. These include staying abreast of evolving consumer preferences, the ongoing
transition to hybrid work, and continuing to invest in emerging technologies.
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It’s a Matter of Trust

Insurance has long been a grudge purchase for
many consumers, but the pandemic has seen a
surge in insurance cover as clients look to better
manage their personal risks in an increasingly un-

predictable world.

We're not just people who provide insurance.
We're partners to our clients. We're key role-play-
ers in building resilience into our society, and as
such, the industry has a massive opportunity to
really build new levels of trust with its clients and
stakeholders in 2022.

This will see insurers working to become even
more customer-centric, making it easier than
ever for consumers to do business with them, and
creating products that can meet rapidly-evolving

market needs.

Digitalisation Gathers Speed

The industry as a whole has been investing heavily
in technology in recent years. In 2022, digitalisa-
tion will reach new levels, with automation and ar-
tificial intelligence (Al) becoming embedded into
practically every aspect of insurance operations.

We've been talking about technology being the
biggest disruptor in the insurance industry for

some time now. This trend will grow exponential-
ly in 2022 as insurers look to digitally transform
their operations, with even more effective claims
and underwriting processes, and a smoother cus-

tomer experience
A Renewed Focus on Cyhersecurity

To hear security experts tell it, cybersecurity is a
bigger threat to the world right now than Covid-19.
Depending on whose numbers you believe, cyber-
crime cost the global economy anything between
$1 trillion and $6 trillion in 2021 alone.

Why does this matter? Fact is, the cost of a cyber-
attack can literally put a small to mid-sized com-
pany out of business. Globally, an Inc.com study
suggests that 60% of small businesses close their

doors within 6 months of an attack.

The scary thing is that most SMBs in South Africa
are totally unprepared for an attack. One survey
suggests that 56% of companies do not have a
plan to either prevent or respond to a cyber-inci-
dent.

Adding an extra layer of complexity is South Afri-
ca's Protection of Personal Information Act (POP-
IA), which took effect on 1 July. We all know that
POPIA fundamentally changes the way business-

es deal with consumers' personal information.
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The kicker is that if a leak occurs, companies have

to disclose it immediately, and take steps to rec-

There's no doubt that EVs
are going to become a
way of life in South Africa
sooner than we think. But
ultimately, changing own-
ership patterns will have

tify the situation. Don't get caught off guard. Do
everything you can to 'vaccinate' your business
against cybercrime. And have a plan in case you
do get hacked. It's the biggest risk facing our busi-

nesses right now.

Changing Mobility Patterns a greater impact on the
insurance industry

than EVs.

The biggest trend in vehicle insurance is not the
rise of electric vehicles, but a broader shift in mo-
bility patterns and how we own cars. People are
increasingly able to get around without owning cars as status symbols in the same way that older
cars, especially if they live in urban areas. At the generations do: They see them as a way of getting

same time, younger generations simply don't see from A to B.

The Global Choices’ Emergency App solution provides
insurers with the ultimate customer-centric and digital claim
solutions under their brand.

In today’s demanding digital world, clients Global Choices offers 24-hour emergency and risk
expect their insurers to be available 24 hours a incident management solutions. We have
X 3 day through different touch points when a risk incorporated our digital claim solutions on our
#addingtolife Y ° . poin® . P 19 )
event happens. By doing so, the insurer is able emergency mobile app platform for the convenience
to resolve their risk event efficiently and optimise of our insurance clients to keep them connected.

multiple objectives simultaneously.

Their own 24-hour emergency and claims call centre
Their own branded mobile phone emergency and claims app
An intelligent panic button and security solution (armed response) on your client’s mobile phone

The ability for the emergency incident manager to capture vital visual information via our live video
streaming functionality at the risk event for immediate emergency assessment

Their own digital self- service claims portal with API solutions for the policy administration platform

Their own branded live video streaming platform on the app or app-less for virtual pre-inspections or claim
assessments

That their claim forms are digital, pre-populated and can be automatically fast tracked when submitted
from the app or self-service claims portal

We Offer Insurers
(o] N (o JNI | P WN =

Notifying their clients of their drivers or vehicle license expiration, traffic fine notifications for payment and
discounts on certain traffic fines

Let's work together to keep your clients connected, engaged and safe.

Global Choices Lifestyle is an

Ruitiereed) Fendtl Seies #24HourTotalCare Visit www.globalchoices.co.za or call 0860 300 303
Provider - FSP #44544
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The little things you do for your family can be so rewarding.
We think the big ones should be too. That's why we reward
you for all the great financial decisions you make for your
family — with points to spend, donate or even reinvest.

Sign up for free at oldmutualrewards.co.za
or speak to your financial adviser.

6% DO GREAT THINGS EVERY DAY

Old Mutual Rewards (Pty) Ltd is a company in the Old Mutual Group. Terms, conditions and programme rules apply.
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The reliance that businesses have placed on
insurers and intermediaries has increased
exponentially as company leaders try to build
risk mitigation strategies and resilience into
their organisations. This has strengthened
partnerships across the insurance value
chain as we all work to ensure our mutual
clients are covered against unforeseen risks
and events.

A great example of this is how brokers and
insurers worked alongside Sasria to assist
businesses severely affected by the unrest
in Gauteng and KwaZulu-Natal earlier this
year. To date, over R5 billion in claims have
been paid out, with effective agreements be-
ing brokered to rebuild damaged properties;
all to get the economy fully functioning again.

Considering the current socio-economic
and political realities, these might not be the
last protests our clients' experience. There-
fore, as insurance professionals, we must do
more work to evaluate potential risks and put
strategies in place to prepare and protect our
clients.
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Weathering a Different, but No Less Urgent, Storm

Nations across the globe are recognising the urgent need to slow
down the pace of climate change. COP26 saw several countries
committing to initiatives to prevent another 1.5 degrees Celsius in-
crease in temperature including the landmark agreement between
the world's two most significant economic adversaries, the USA and
China. Other commitments include boosting clean energy, alleviat-
ing deforestation and working on a transition to a net-zero global
economy.

Reports state that as there's an increase in the warming of the
Earth, a larger proportion of the population — approximately 5 billion
people could be exposed to climate hazards that include drought,
floods and water stress. And in South Africa, a significant risk that
has become hard to ignore is drought. In 2018, the Western Cape
government estimated that the province took a R5 billion economic
hit due to the impact of the drought on businesses, agriculture and
infrastructure.

The likelihood of drought conditions as a regular occurrence is in-
creasing, which increases the potential risk exposure of the agri-
cultural sector — and those who insure it. As such, brokers need to
ensure there is a better understanding of the severity of such events
and, more importantly, how to manage them proactively.
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This includes protecting livestock. Water
shortages place enormous pressure on farm-
ers to cull their livestock before they become
causalities of drought. Loss of livestock
places severe financial pressure on farmers,
thus making it important to have insurance
that can cover losses sustained and avoid
insolvency.

Cyber Risks

The number of cyber incidents continues
to increase each year, from ransomware to
good old-fashioned phishing. As the world
digitises, so too do those who make a living
from preying on companies and people who
have not equipped themselves with effective
cyber security measures.

With South Africa accounting for the
third-highest number of cybercrime incidents
worldwide, costing R2.2 billion a year, more
effort needs to be placed in safeguarding
businesses.

The likelihood of attacks increasing in fre-
quency and severity is high, making it
important for insurance professionals to as-
sist clients in understanding how to better
protect themselves from a potentially devas-
tating cyber incident.
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Equipping clients with better informa-
tion around cyber risk realities and ran-
somware attacks

Encouraging clients to invest in more
sophisticated IT skills (inhouse or exter-
nal) and software

Partnerships with expert institutions
that work towards combating this risk
and safeguarding businesses

Getting the right level of cover to protect
a business from cyber attacks

A Joined-up Approach to
Risk Management

Businesses continue to feel the impact of
several disruptions including increased load
shedding, water shortages and political pro-
tests. In light of this, having a joined-up risk
management and mitigation plan is essential
to reducing the impact of unforeseen events.
There is also a greater need to improve the
ability to transfer risk away for customers
and help them develop strategies to become
more proactive in managing and mitigating
risks.

Comprehensive risk management will con-
tinue to require an invested and effective
partnership between insurer, broker and cus-
tomer. Engagements with a qualified, expert
broker help customers forecast and assess
the scope and scale of insurance cover re-
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SHAND

Partnerships Executive, Lombard Insurance

DEALING
WITH

THE
UNEXPECGTED

I addressed a forum of brokers recently
as a prelude to a webinar by Clem Sunter
(a well-known South African futurol-
ogist). He spoke about scenario plan-
ning by summarising chapters from his
latest book, and how it is so important
to regularly look towards our future and
adapt as we go. Two things struck me as
poignant for 2021; 1) spend as much
time breaking your strategy than setting
it and 2) only focus on the things that
you can control.

Our industry is built on risk, and whilst
there is a certain element of prevention
and management, part of why we exist
is that our policyholders rely on us to be
there when things happen out of their
control. No one can predict the future
with certainty, and haven't the past two

years been a reminder of that?

We can't ignore that there may be more
to come with a once unimaginable pros-
pect of an Eskom grid failure or signif-
icant water provision and quality is-
sues. Our businesses have been born
and bred in an unstable environment and
whilst it is understandable to react by
being more risk averse - every risk has
a price and with technology advance-
ments, risks can be understood and

managed better.
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Whilst many have suffered and were unable to recuperate,
the past year has shown us that businesses (and more impor-
tantly, the people and communities behind them) are resilient.
Our trade credit insurance team visited Durban after the riots and
were so encouraged by the South African spirit of community
and entrepreneurship as they held together to protect and resur-
rect what was lost. This same team faced the prospect of losing
their own business, and whilst many difficult decisions had to
be made, they have been able to digitise at a speed and in are-
as that otherwise might never have happened. Another take out

from Clem Sunter resonates — “Emotion propels us into action”.

What can you expect from us in 2022? The focus in the indus-
try for some time has been on the shift from risk transfer to risk
management — nothing new here, but so many more players in

the value chain are making this a reality.

We are exploring industries and taking a holistic approach to risk
management by looking at what can be done to prevent and mit-
igate risks, and working with our brokers onwhat other services
and offerings would make our policyholders’ lives easier, lever-
aging loT, digital solutions, Al etc. The shift is from PUSHing in-
surance products to PULLing policyholder wants and needs and
creating a solution where theresidual risk is absorbed by an in-

surance product.

We're also pursuing algorithmic underwriting and there’s still a
raft of work required to ensure we have reliable data. The oppor-
tunity for underwriters is to transform their role to be less about
process, and more about thinking and relationships. Whilst there
is a slower shift in the more complex risk areas, our partner-
ship with Explore.ai has resulted in exciting advancements in this

space.
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I don't remember where I heard this term first (it isn't mine), but
I really like it! We firmly believe that magic happens organical-
ly and in-person and less often on scheduled Zoom calls. We
support flexible working and being productive in the way that
works for our employees, but equally we want people in the of-
fice a few days a week to make magic. Being together enables our

culture and values, it is a large part of who we are.

There are many studies that prove trust is more easily built
in person and probably more importantly, it's not the same having
a digital glass of wine together. We are enjoying industry events
again and get-togethers with our broker network and have many

more planned for next year (fourth wave depending).

So, cheers to resilience, making PULL
solutions reality, and collectively
propelling ourselves as an

Industry to make magic in 2022.




The Fulcrum Group

of companies is the
foremost independent
provider of financial
services to the South
African insurance industry.

We offer innovative, effective premium collections and
premium finance services to insurers, brokerages and
UMA's, allowing them to focus on what they do best:
providing their customers with advice and service.

FULCRUM

We see it differently

info@fulcrum.co.za 0860 018 018

Fulcrum Collect (Pty) Ltd is an Authorised Financial Services Provider. FSP 50705



SHORT TERM PAGE 41

OUTLOOK
2022
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As we entered 2021, there was a global feeling of exhilara-
tion that 2020 is over and that the world can look towards
“normalisation”. However, 2021 had its own set of challeng-
es, escalating systemic risks for insurers: The resurgence
of second and third waves of Covid-19 with its associated
lockdown regulations, worldwide riots, natural disasters, the
devastating July riots in KZN and Gauteng and of course the
demise of Eskom. All these trends had a profound impact on
the insurance industry. For insured individuals and business-
es, insurers played a key role in the recovery of the economy
and livelihoods after insured losses. For the uninsured, the
devastation had and will sadly continue to have a long-lasting

effect.

The expectation is that all the systemic risks will remain in
place during 2022. It is therefore important for the insurance
industry to acknowledge and address the impact of these
risks, not only through rating models, but also supporting our
clients through e.g., proactive risk management tools, weath-
er warnings and innovative risk transfer solutions. According
to McKinsey, it will be valuable for Property and Casualty in-
surers to build resilience through (amongst others) predictive
models that “assume nonstationary risk and de-emphasise
historical data..". It is therefore expected that there will be
much greater focus on data acquisition to enrich existing ac-

tuarial models and respond appropriately to these risks.

As a collective, insurers should commit to the reduction of
carbon emissions, work with government and support or gen-
erate green electricity. | have no doubt that insurers will con-
tinue to encourage staff and reward clients to get vaccinated

against Covid.

Elite Risk Acceptances Looks
Forward to Growth in 2022

2021 was not all doom and gloom. The shift to a work-from-
home model afforded Elite’s staff much more flexibility to jug-
gle personal and professional responsibilities, whilst mostly
not compromising on productivity and service levels. Elite
continued to grow thanks to the support of our various inter-

mediated channels.

COVID-19 vaccination roll-out has proven successful, with al-
most all of the Elite staff having received at least one vaccine.
We will continue to focus on our growth strategies in 2022 by
providing excellent product and services, continuously up-

dating our offering to ensure alignment to market trends and
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trends and building and nurturing relationships with our broker partners. With the strong support we have from Old

Mutual Insure, we will also continue to work closely with our internal stakeholders to ensure that our pricing, marketing

initiatives and our distribution networks remain competitive. We will make a concerted effort to meet most of our busi-
ness partners face to face, subject to COVID-19 protocols and of course barring the introduction of stricter lockdowns

due to increased numbers and additional variants.

Elite continues to work from home, but we have identified the need to enable in-person engagement with our col-
leagues and business partners. To that end, we are planning to arrange new Elite offices during 2022. We will also con-
tinue to focus on the physical and mental wellbeing of our staff. Elite will be involved in all Old Mutual Insure initiatives

especially those that deliver value to our brokers and clients and are aligned with our target market and its preferences.

TOP TIPS

TIP-1 TIP-6

Have their gutters cleaned annually to Maintain their properties, especially
avoid flooding during periods of heavy roofs, on a regular basis.

rainfall.

TIP-2 TIP-7

Make use of any digital innovations Have tracking devices installed in their
their insurers offer, e.g. downloading vehicles.

and using the insurer apps.

Tip-3 TIP-8
Ensure their properties are safeguarded Keep yourselves and your staff safe.
with appropriate and reliable security

systems.

TIP-4 TIP-9

Protect their electric and electronic in- Participate in roadshows and events ar-
stallations against power surges fol- ranged by insurers.

lowing load shedding.

TIP-5

Ensure all electric appliances are

switched off when load shedding starts.




( SURE

INTEGRITY IN MOTION

MAKING SENSE WITHIN
THE COLLECTIONS AND
PAYMENTS INDUSTRY.

With its vast experience and impeccable service, QSURE is the ideal choice for
intermediaries and Insurers to ease the burden of short-term premium collections in a
easy to use, service friendly environment.

to your business.

011 449 6800 www.qsure.co.za

An Authorised Financial Services Provider FSP 50552. A Q LINK Holdings Company.
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CONRADIE

Chief Executive Officer,
Munich Re of Africa

It is that time of year when the inboxes of industry executives are
flooded with media requests for our views on the challenges and op-
portunities facing the re/insurance sector in the coming year. What

they ask is what do we expect in 2022? And how do we intend steering
As an optimist, | am Iooking forward our businesses through the economic, political and social uncertainty

to positive surprises for all of us next as the world emerges from the pandemic?

year for a change.
Reinsurers do not have a crystal ball to glimpse into the future; but

we are armed with data and statistics that allow us to identify and

analyse trends and reflect on the impact that these trends may have
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on our clients, our partners and
our underwriting experiences.
As we enter 2022, much of our
focus remains on the impact of
systemic risk on the long-term
sustainability of the insurance
industry. The Covid-19 pandem-
ic is 'top of mind' in South Afri-
ca, and globally, as we study the
disease's impact on mortality
and morbidity experiences; and
consider the potential effect of

long-Covid on society.

The pandemic environment is
dynamic, and it is impossible to
predict how the pandemic risk
will evolve through 2022. At the
time of writing this, we had just
learned of the emergence of a
new Covid variant (Omicron),
which was followed almost im-
mediately by tough travel bans
on South African passport hold-

ers.

Suffice to say, reinsurers will,

for example, spend many hours

over the coming months in pro-

posing insurance solutions for
future pandemics, perhaps in
partnership with governments
worldwide.The pandemic is not
the only systemic risk we face
going into 2022. The recent
COP26 Climate Change Confer-
ence has refocused business
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This is especially true in South Africa,
where both life and non-life insurers paid
out billions in pandemic-related claims
during 2021. To make matters worse,
the country's special risks insurer re-
cently confirmed that it had received
claims totalling ZAR32 billion following
unrest in KwaZulu-Natal and Gauteng in
July 2021.

And yet, we also see — and certain-
ly strive to leverage — some positives of
the changing landscape. For example,
the struggle with the pandemic, which
has been ongoing for almost two
years, has led to an accelerated and ir-
reversible adoption of technology and
fast-tracked improvements to many op-
erational aspects of insurance and rein-

surance businesses.

We will focus on maximising the potential
in technology. Globally, new solutions are
being developed using advancements in
augmented underwriting, improved risk
assessment models that integrate at
point of sale and enhanced claims rules
engines, among other innovations; local-
ly, our efforts will be aimed at customis-

ing these solutions for the SSA market.
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He did however say that he feels that communication, in a remote envi-
ronment, is just not the same and that much is lost from an interpersonal
point of view. Jonathan thinks, as a result, in one way or other, relationships
have suffered, and he thinks that this pandemic, this disaster, has left both
people and businesses damaged. “I think there's going to be a new normal,
which | don't think will ever mirror what existed before, but hopefully, will be
a hybrid of what we had before and what we experienced during the height
of the pandemic pre vaccination era”, he said.

Jonathan said that he looks forward, in this new environment, to renewing
the relationships which have been restricted to Teams and Zoom meetings
alone for the past 20 months, and he looks forward to the undoing of all
that's wrong with the remote method of operation. However, he stressed:
“I'm very grateful that we had the opportunity to work remotely, for an ex-
tended period like that, and | think it has contributed to keeping our staff
safe in the way we have, so we haven't lost anyone. I'm very grateful for that
and consider us very fortunate. But in terms of our way of doing business
and how we operate, | think that the environment generally is damaging to
interpersonal communications”.

How | have come to know Renasa over the past 16 years is that the insurer
is very much a personal relationship business, with brokers as the exclusive
distribution channel. | asked Jonathan how he thinks the broker environ-
ment adapted to all this, considering his views expressed above.

PAGE 48

According to him, the whole system seems to have operated
almost in a seamless fashion. Policies were renewed, premium
was collected, claims were initiated and claims were paid. He
mentioned that he has just come from a meeting with a broker
who said that they've grown through the period and that Rena-
sa itself continued growing, even experiencing renewed growth
now. He said they had, in the early stages of the pandemic, a
significant fall off in premium, which took maybe five months to
recover. They were then stable for a few months, before growth
resumed.

This, he said, came about through no special effort in terms of
external marketing initiatives, other than what is done through
industry media, such as COVER. With no events of any descrip-
tion, very few visits to brokers and the like, they still managed
to maintain what was entrenched and cemented before and, as
business recovers now, they see the benefits in this renewed
growth.

The Lasting Effect

Jonathan is of the opinion that there will be significant, lasting
changes for the insurance industry, and especially brokers, af-
ter these two years. "I think it applies to all business, not just
the insurance space. So, | think everyone is going to adapt to the
new normal. On routes, like the Pretoria/Johannesburg highway,
we may see levels of traffic like what was experienced previous-
ly, but | certainly don't experience the same levels of traffic on
the way in or on the way home at night". He said that, to him, it
seems that much of the world must still be operating remotely,
and that they are returning on a rotational basis, observing all
the necessary COVID protocols of social he world operating in
this fashion until such time as the scourge has been licked, if it
indeed it can be licked.
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He hoped that scientific progress is going to be on our side and said that the
impact of the pandemic has been tantamount to that of a war, not human on
human, but with the same sort of fallout, in many respects. It has the same
psychological impact, same fears and same damage, as a war.

He said: “So, yes, | don't think this is not going to leave the world untouched
and | don't think it will ever be the same. | think there will be a new normal
that might approximate more closely what we had before but | don't believe
it will ever be the same”.

| then asked him to, with his insurance industry hat on, share what lessons
we should take from this period? Said Jonathan: “The industry has been
under criticism on several occasions throughout this period and | think that
the industry can be justly proud of how it acquitted itself. It operated largely
without skipping a beat and it bore the brunt of enormous pressure and
criticism, which | believe, was unfairly levelled. I think, if we as an indus-
try continue to perform to that standard, then the industry will continue to
deliver, it will continue to perform as it has and, economic circumstances
permitting, we will see some welcome growth again”.

On the subject of the need for advice on risk, risk management and risk
mitigation, which have really come to the fore and on which they could cap-
italise on as an insurer, Jonathan had the following to say: “We've had many
years of striking growth, growing for 13 years preceding the pandemic, at a
compound growth rate of something like 26%. It was a strategy of ours to
grow at pace to achieve critical mass. So, following those years of strides
and growth, our focus for the next while will be on quality rather than quan-
tity and on doing what we've been found to be good at, which is delivering
to intermediaries in the outsource segment of the market what they value”.
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So, local presence is important

and we prefer delivering our brand

of personal service through that
local presence, supported by tech-
nology, rather than simply using
technology as replacement”.

This, according to him, is access to decision makers, quick deci-
sions, and a service level which helps them to outcompete their
own competitors. That is therefore what they are going to focus
on. They will continue to employ, technology to support the per-
sonal service that Renasa delivers and give to their brokers, and
they will continue developing their popular technology. He said
they will also continue to extend their reach, wherever it's appro-
priate.

In conclusion, Jonathan confirmed: “As part of this, we have
started planning a new branch, believe it or not. That would seem
to go against the grain of how business is being done now, with
everything being centralized, especially since you can operate
remotely and people are closing branches rather than expanding.
But, for us, our relationships run deep into the communities we
service.
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There's never been a better time to consider diversifying your offshore investments into our
Investment Portfolio+.
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INSURANCE IN AFRICA
A VIEW FROM THE TOP
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Thusang Mahlangu, CEO, Allianz Global Corporate & Specialty (AGS) South Africa shares thoughts on the oppor-
tunities and challenges for insurers and brokers on the continent.

Tony: We are talking a bit about hindsight as to how 2021 went and looking a bit into the future for 2022 to get some of your
thoughts on the environment. We've had some economic recovery, which varies across the continent which you operate on.

What was your overall experience of the year?

Thusang: When compared to 2020, it was a better year, in terms of economic recovery, and as you know, in South Africa, the GDP
contracted by almost 7% during lockdown. Now we are coming out of that sluggish year, and we've seen a positive shift, but it
has been hampered. It has been hampered by the riots and looting that happened last year. That caused a negative impact in
terms of the outlook, and for 2022. As we are all aware, several businesses were impacted, we are looking at about R50 billion
impact on the economy. That would also have had an impact on how attractive we are for foreign direct investments being made,

but we are still seeing some positive signs following the COP 26 and our shift to the much-needed renewable energy projects.

Funding of about $8.5 billion was made available from COP 26. So, | would say that there is a positive outlook, but one is cau-
tiously optimistic. We expect the growth rate to be slightly lower than 2021. But, in the region itself, | would say that it's prom-
ising for countries as we see quite significant growth. According the IMF, East Africa and Kenya, will be around the 5% mark, we
know that Ghana will be around the 5% mark. Nigeria is a bit slower than that, around the 2% mark the IMF has given. You can
see there's a varied growth pattern across the continent, depending on each country, some improvement in certain countries

and slowdown in other countries.




Tony: A lot of your business is as sophis-
ticated business, big business, energy,
oil and gas, big corporates, all of those
sorts of things. So, you must rely a lot
on brokers and broker advice, managing
the risks on the ground. How's this bro-
ker fraternity responded to the challeng-
es and, from your perspective and your
learnings across the region, what sort of
recommendations do you have for them

going forward?

Thusang: | think what the lockdown has
taught us is that relationships are very
important in our business and work-
ing with Zoom, MS teams and WebEx,
limits that interaction. Our business
is a people's business, to be in front
of clients and customers and looking
for solutions. | think the pandemic has
hampered innovation, discussing and
exploring ideas with clients on a face-

to-face basis.

| think as we are opening up now, with
more people getting vaccinated even
though | know the percentage is quite
low in Africa with almost 10% vaccinat-
ed and globally averaging almost 50%
we need to get creative in terms of the
structures for clients or solutions for cli-
ents. For example, clients are looking for

innovative ways how they can restruc-

ture their policies. There are certain lines

of business where you've seen a short-
age of capacity and increasing rates,
and | think a lot of clients are looking for
brokers to come up with alternative

structures.

For example, virtual captives, and alter-
native risk transfer solutions. I think that
is where brokers will need To assist cli-
ents, and where clients can retain more
risk, at the same time using the conven-
tional market to insure potentially large
unexpected exposures. So, | think that's
the area that | would say brokers could

work on.

Cyber is an opportunity and a
threat to the industry. The Marsh survey
indicated that the cyber market would
quadruple to about $20 billion in the next
three to five years. Now, cyber insurance
penetration is very low. Not a lot of com-
panies buy cyber, and if they do buy cy-
ber, they don't buy enough limit. We have
seen that hackers have taken advantage

of the lockdown.

We have seen it in both the severity and
frequency, especially the more frequent
ransomware attacks. As a result, the
premiums that come in over the years for
cyber is not enough to meet the claims
that have been coming through. There-
fore, we have seen markets that have
reduced the capacity and increased the
premiums. We've seen premiums almost
double in this period. The question is,
how much more premium do we need to
get for the exposures that we take on as
an industry.

So Cyber is one of the growth areas,
| would also say - renewable energy.
That's obvious, as markets are now
sensitive to climate change and global
warming, and a lot of industries are piv-
oting to green energy, so, there's a lot of
potential for wind, solar, hydro, across
the continent, and across the globe. That
will be one area where, especially in Afri-
ca as we rely heavily on oal, we need to
begin shifting to clean energy. Therefore,
renewable energy is one of those growth
prospects or growth opportunities we
see.
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| think, what's key, are two
things. One is the issue of business resil-
ience and business continuity planning;
the lockdown has shown us that this
should be at the heart of your business.
And as a result, ESG matters are also
topical issues on that. The newer ways
of working, that's also critical including
employee wellbeing, making sure that
the staff can perform their role, wheth-
er in the office or at home. As a result,
at AGCS we have introduced flexible
working hours and a hybrid working
model, which allow our staff to be able to

choose when and where to work.

We must have a proper work life balance
and be conscious about mental health
which is topical at the moment. Lock-
downs have had a negative impact on
mental health. We have lost colleagues,
family members and friends, many are
still trying to heal. As a result, we need
companies to be sensitive about their
employees' mental health. For example,
we gave all our staff a day off to focus
on their mental health and themselves,
so that they can be more energized when

they come back to the office.

COVER Magazine | January 2022






PAGE 54

OUTLOOK 2022:

LOOK BEYOND THE OMICRON VOLATILITY

After arollercoaster year for global markets, the early
unwanted gift of Omicron has added another layer of
uncertainty to an already muddied investor outlook.
While many investors puzzle over how the new vari-
ant will impact portfolios and affect their bottom line,

it's important they avoid a knee-jerk reaction.

While being mindful of potential pitfalls is sensible
in any economic climate, investors with a long-term
horizon need to look beyond the market noise creat-
ed by Omicron, and rather draw on core observations
from the year gone by to identify new investment op-

portunities.

BRYN

While the pace of global economic growth
has slowed from high post-crisis levels, it
has held key consumer-led tailwinds, made
possible by successful global vaccination
campaigns. Even with the rise of the new
Omicron variant, Covid-19 is increasingly
contained by vaccination, which should limit

the impact of future infection waves.

Locally, | expect economic growth to mod-
erate after the strong bounce back post the
Great Lockdown. While the country's fiscal
and current account balance is likely to ben-
efit from a persisting commodity windfall, |

believes the local economy will continue to
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For investors who can tolerate a little more
risk, the historically steep yield curve still
provides attractive opportunities.

muddle through. We expect the slow
pace of structural reform to continue,
and that the new Finance Ministry will
balance this with social support for
the most vulnerable. What's more, the
commodity windfall is likely to persist,
although at a lower level, benefitting
both the fiscal and current account bal-

ances.

On the inflation front, rising inflation
risks are impacting many investors'
risk appetites. While the pandemic has
undoubtedly induced the current bout
of inflation, we are keeping a close eye

on how this develops over the next year.

Supply chain disruption and rising wage
pressures on both sides of the Atlantic
are likely to underpin price inflation and
although we are not expecting a return
to 1970's style stagflation, we are keep-

ing a close watch on developments.

Attractive Opportunities in
Unloved Markets

Although the US remains a core holding
in Stonehage Fleming equity alloca-
tions, the firm is finding opportunities
in other unloved developed markets like

Europe, and in particular the UK.

Non-US markets combine lower val-
uations and emerging tailwinds as
the global economy remains robust,
while emerging markets have faced
multiple headwinds, most recently in
China, at roughly 13 times forward
earnings these markets offer potential-

ly attractive long-term returns.

Sentiment towards more cyclically sen-
sitive “value” sectors has reversed fol-
lowing their strong performance from
“Vaccine Monday" through to the first
quarter of this year. It is important to
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maintain some exposure to these parts of the
market as they will benefit from the reopening of
the global economy.

Outside of equity markets we are finding oppor-
tunities in some emerging market bonds as well

as more alternative areas like catastrophe bonds.
Local Markets Still Attractively Priced

The so-called SA Inc' stocks — those that gen-
erate the majority of revenue from South Africa,
have performed strongly this year, and there are
good quality local businesses that are still attrac-
tively priced, resulting in the current de-listing
'boom’. While commodity stocks also appear op-
tically cheap, this will depend on the future path
of commodity prices. The local bond market is

also attractively priced. is also attractively priced.

In an uncertain financial climate, our client-centric approach of developing strong relationships with partners and clients, while boasting
a deep understanding of their business, helps us to create unique solutions. With expertise in Alternative Risk Finance, UMA’s and
Alternative Distribution / Affinity Solutions, it's little wonder why so many companies are using us for their insurance solutions.

PARTNER WITH AN INSURER YOU CAN TRUST.

@)CENTRIQ

INSURANCE

011 268 6490 | www.centriq.co.za

Centrig’s insurance subsidiaries are authorised financial services providers
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Head of Metropolitan GetUp
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HOW A
PESKY
PANDEMIC
RESHAPED
INSURANCE

Words like 'pivot’, ‘agility’ and ‘digital
transformation’ have become so preva-
lent this past year that they have started
to lose their significance. Yet, it is true
that Covid-19 has changed just about
every facet of life as we know it - and for
the financial services industry in particu-
lar, there will be profound, unnerving and
exciting shifts in how we, as insurers, do

business in future.

Within the realm of insurance, sales
have typically been conducted by mem-
bers of a physical sales force, who sell
financial products to individuals, usu-
ally through a face-to-face interaction.
As we find ourselves accelerating into
a digital world, insurance companies -
which tend to move at the glacial pace of
a three-legged tortoise - are clamouring
to transfer their operations online, while
simultaneously expanding their digital

service channels.

While this has been met with varying de-
grees of success thus far, one thing has
become abundantly clear: we can expect
a rise in innovative, more agile financial
solutions that are adapted to our new
reality, delivered via a seamless online

experience.




The proverbial silver lining is that Covid-19 has given insurance a
much-needed wake-up call, which is set to create far more value

for consumers in the long run.

Insurance has traditionally been sold by intermediaries, in an
interaction that sees them giving advice to clients. It stands to
reason that products have been tailored to accommodate the in-
sights and needs of these intermediaries, resulting in solutions
that are layered and complex to cater for high levels of advice
personalisation. Intermediaries *need* to validate the value that
their advice adds to the sale of a product - because, if consumers
can access simple products and clearly understand all the fine
print in what they're buying, why would they need intermediation?
While valuable in helping consumers navigate complex choices,

advice does come at a cost, usually built into the product.

While there is no disputing that clients need a level of guidance,
affordability and value are just as important to cash-strapped
consumers - and thus a gap has been created for simpler, more
intuitive products, digital advice and online service channels -
such as that offered by Metropolitan GetUp. We need to lever-
age this new context to drive adoption of digital direct strategies,
which will lower the cost base for consumers, while empowering

them to make informed choices about their finances.

Even before Covid-19 arrived on our shores, we saw a prolifera-

tion of financial solutions, driving an oversupply of commoditised

funeral products, in particular. With consumers now experiencing

a heightened awareness around illness and death, several new
players have entered emerging market insurance, resulting in a
growing number of clients who may be ‘over-exposed' in terms
of their funeral cover. With consumers under increased financial
pressure, a consolidation of cover will free up pockets of income
that consumers need to navigate tumultuous times.

We can also expect to see more emphasis on the consolidation
of debt.
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Twenty-twenty taught us that the future is far
from predictable, and while one cannot anticipate

with any degree of certainty the trajectory of an
industry, the pandemic has presented an oppor-
tunity for us to become more in-tune with our
clients as we enter into 2022.

As borrowing soars, consumers will find themselves facing
steep debt servicing fees. Solutions that are designed to consol-
idate multiple loans will assist consumers in affordably meeting

their financial commitments.
Partnering for Expertise

This period of transition has given us an opportunity to scan for
gaps within our eco-system that will allow us to offer more value
to consumers, by partnering with those that are experts in their
respective fields. Businesses can create a more holistic value
proposition through leveraging the talents of selected partners,
co-creating solutions that are tailor-made to the changing needs

and preferences of clients.
Redefining How We Perceive Digital

Created by Dr Ruben Puentedura, the SAMR model is a framework
that categorises progressive degrees of technology integration
within the edtech field. SAMR refers to ‘substitution’, ‘augmen-
tation', ‘'modification’ and ‘redefinition’, and while intended for
the field of education, we can apply this same lens to our current
context. You cannot simply ‘substitute’ or repurpose interme-
diated products and in-person client advice to digital channels,
and expect a seamless iteration - these need to be redefined with
the nuances of the channel in mind. For example, products could
have more flexible features or different payout profiles. They
could be priced differently, given that digital channels are more

cost-efficient than those that are physical.
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HANLON

Executive Director of Sales
& Distribution at BrightRock
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HOW THE PANDEMIC HAS
ACCELERATED THE INDUSTRY’S
MOVE TO NEEDS MATCHED
INSURANCE

Sean Hanlon, Executive Director: Sales & Distribution at BrightRock, reflects on the year
that was, and how the life insurance’s trajectory towards needs-matched cover looks set to

continue into 2022.

The events of 2021 made it a challenging year for all industries, and life insurance was no
different. But they also represented a huge opportunity for our sector to deliver on its prom-
ises and show our value. As life insurers, we promise to step in and assist financially when

the bread winner in a family isn't able to provide for the people that they love. And this year

has really shone a spotlight on this responsibility, and made this promise real to both insurers

and our clients. From a consumer perspective, the pandemic increased the value that people

attached to insurance and changed their perception of what we can offer. The Association
for Savings and Investment South Africa (ASISA) reports that more people bought insurance
policies in 2021 than in 2020 and fewer policies lapsed. People became more acutely aware

of the fragility of life and health and turned to insurance for peace of mind.
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Also, according to ASISA, from
January to June 2021 the industry
paid out R315.4 billion in claims
and benefits — an increase of 36%
when compared to the same peri-
od of 2020. And we're really proud,
as BrightRock, to have been part
of helping South Africans financial-
ly when they needed it the most.

The Impact of the
Pandemic for BrightRock

While consumers were looking
for insurance more than ever be-
fore, they were also a lot more
conscious of their financial cir-
cumstances, especially  during
the hard lockdown, and needed to
make smarter choices on how and
where to spend their money. There-
fore, they wanted insurance that
was efficiently priced and struc-

tured so that they could get the best
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cover for their premium Rand. For
us at BrightRock, this is exactly the
reason that we designed and creat-
ed needs-matched insurance - to
ensure that clients get the most effi-
ciently priced insurance, perfectly to
tailored to their needs and changing
as those needs change. The pan-
demic has catalysed the accelerat-
ed adoption of our needs-matched
cover approach in an unprecedent-
ed way. New clients recognised the
value and efficiency of our needs-
matched insurance, and the fact
that they were able to get more cov-
er for the same premium they were
currently paying with other insurers.

Our approach to initiating poli-
cies was also appealing to po-
tential clients during the various
lockdowns. We had already been
engineering digital and paperless

solutions for our clients before the

pandemic, such as WhatsApp acceptance of cov-
er and online capture capabilities. As this was the only
way that clients could get life insurance applications
submitted during the lockdown, we were the obvious
choice. When it came to claims stage, it also became
evident to clients and financial advisors that Bright-
Rock pays out claims that other providers would not,
as well as pays out more than our competitors.

We have countless examples of claimants over the
years who've benefitted from taking life insurance
that was designed to have as few reasons as pos-
sible not to pay out. Also, having the world's first
temporary, permanent disability and death cover
where claimants and beneficiaries could decide at
the point where the claim is approved if they want a
lump-sum or recurring pay-out, gave our clients the
added flexibility to make decisions about their claim
payment, taking into account their financial circum-
stances at the time.According to a recent NMG SA
Risk Market Monitors, if you compare the three
months in Q2 2019, to Q2 2020 and Q2 2021, Bright-
Rock was the only insurer that grew year on year over
this period. Most insurers in our market segment lost




ground, making BrightRock quite
the outlier during this time. We be-
lieve that BrightRock's growth has
been due to the fact that we have
been able to provide clients, po-
tential clients, and financial advi-
sors with what they need most from
their insurance during an unprece-

dented time.

What We Expect in 2022

The pandemic has put the spotlight
on quality of cover and the value of
insurance and has also made peo-
ple more focused on understand-
ing exactly what they're buying. As
a result, we do expect to see more
adoption of needs-matched insur-
ance generally in the South African
market, by financial advisers,

clients, as well as competitor
insurers. We have always be-
lieved that needs-matched cov-
er was the next step in the life
insurance industry, and the circum-
stances of the pandemic have short
circuited the adoption of needs-
matched insurance and the time it
will take to reach a critical mass.

In 2022, we believe that the
market will be forced add fea-
tures and benefits and make prod-
uct changes aligned with needs-
matched thinking to keep up with
clients' demands for value.

People are increasingly going to be
demanding quality, efficiency and
transparency from the insurers that
they trust with their financial future.

COVER Magazine
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THOUGHTS ON 2021 & THE IMPACT

THE UNCERTAINTY HAD ON THE INDUSTRY, POSITIVE & NEGATIVE

2021 has delivered mixed fortunes for Simply and other players in the life insurance
space. On the one hand, demand for cover has soared with searches for ‘life insur-
ance’ reaching unprecedented levels globally and life insurance being seen as a ne-
cessity rather than a grudge purchase. On the other, payment rates have deteriorated
and claims have increased dramatically.

At Simply, we've benefited overall from strong sales growth — driven primarily by
brokers on our online platform. The Covid pandemic brought forward the industry’'s
digital adoption trajectory by at least three years, and we were fortunate to be in the

right place at the right time with a compliant digital solution.
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We're building a better mouse trap.
Watch this space.

It hasn't all been plain sailing, though. With
SMMEs being particularly badly affected by
the pandemic, our unique SMME group life
product took a significant hit and is only now
getting back to pre-Covid levels.

At Simply we're feeling optimistic for 2022.
We're at the intersection of three strong forc-
es — improving business confidence, sus-
tained high demand for life insurance and a
swing to digital financial services products.
We're also fairly confident we're through the
worst as far as Covid claims is concerned.

Having said that, | think traditional players
face significant challenges in 2022. Many
have not modernised meaningfully and run
the risk of being left behind by their more ag-
ile competitors.

Fast moving new entrants are going to chip
away at margin and market share, but the big
risk lies with the banks and telco's who have
distribution, existing relationships and loads
of data on their customers.

Covid has ramped up demand for and ap-
preciation of life cover materially. Life in-
surers have largely conducted themselves
well through the pandemic and enormous
amounts of money have been paid out. |
think players should use the good will to ex-
pand penetration of life, disability and criti-
cal iliness cover, which remains low relative
to funeral cover. | also believe players should
consider entering adjacent markets banking,
telco for strategic reasons while customer
affinity is strong.

Players need to really pay attention to col-
lections. The SA economy appears to be
heading in the right direction, but is definite-
ly not out yet of the woods. Consumers and
businesses — especially SMMEs — remain
very stressed and collections are likely to be
a challenge for the foreseeable future. Col-
lections is a function of willingness to pay
rather than ability to pay, so players need to
show visible value to get customers to want
to pay.
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I've covered many of the challenges and
opportunities faced by market players
in my comments above. What | haven't
covered is what regulators can do to
improve customer outcomes. For me,
an obvious opportunity for regulators
is a review of group commission regu-
lations.

Group cover is generally way cheaper
than retail cover and there's strong log-
ic for employers to arrange or buy cov-
er for their staff. The challenge is that
commission is regulated at such low
levels that it just doesn't make sense
for brokers to sell group life cover to
SMMESs, which account for over 60% of
formal employment in the country.
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If regulators increased commission rates on smaller
schemes, they'd close the insurance gap materially in a
short period of time.

We have a number of key stakeholders, the most important
of which are our end-customers and our supporting brokers.
Our aim for 2022 is to fundamentally improve their lives.

Our primary objective for end-customers is that they get the

benefits they need at a price that makes sense in one simple

policy. We have a number of product, user experience, pric-
ing and collections improvements in the pipeline — all aimed
at improving customer value.

On the supporting broker front, our objective is to give our
brokers great products for their customers and help them do
more sales in less time. Key to this is ongoing improvements
in benefits, 3rd party data use, risk management,
compliance and collections.
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Confidence Rule 28:

The most valuable asset in this picture
is the one most people forget to insure.

Your clients’ most valuable asset might not be something that they can see or touch,
but it’s infinitely more valuable. It’s their ability to earn an income. Offer your clients
peace of mind with Income Protector from Sanlam. It gets to work when they can’t
by delivering a monthly income if an illness or injury leaves them unable to work,
either temporarily or permanently. With first-in-market features and enhanced
benefits, it gives clients a greater level of assurance and peace of mind that they will
be financially secure, come what may. So they can live with confidence knowing that
today will be good. And tomorrow will be even better.

Contact your Sanlam consultant for more information on our enhanced
Income Protector offering.

© Sanlam

Live with confidence

www.sanlam.co.za

Financial Planning | Investments | |Insurance | Retirement |  Wealth

Sanlam is a Licensed Financial Services Provider.




2022 OUTLOOK:
THE GLOBAL
ECONOMY




Our forecast is for 2021 global GDP growth of 5.6% to be followed by 4.0%
growth in 2022. We see global inflation at 3.4% for 2021 and rising to 3.8%
in 2022.

The economic recovery following the pandemic has differed from economic
recoveries of the past. This has thrown up unanticipated problems in supply
chains which have been beset by bottlenecks. We've also seen issues with
labour markets, where companies have struggled with worker shortages.
Bottlenecks and shortages have pushed inflation and wage rates higher
than expected.

The unbalanced nature of the recovery can be seen in figures tracking
the spending patterns of the highly important US consumer (see chart 1).
These show that retail sales volumes, or real retail sales, are now more than
10% above their pre-pandemic levels. In contrast, real service sector spend-
ing remains some 2% short where it was before Covid-19.

The recovery has disproportionately been driven by the goods sector and
this has created extraordinary pressure on supply chains and commodity
markets. It took four and a half years for retail sales volumes to surpass
previous levels by this degree after the Global Financial Crisis had ended in
2009. On this occasion it has taken 18 months. The impact of bottlenecks is
apparent in the recent loss of momentum in retail sales volumes. This loss
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primarily reflects the impact of higher inflation as retailers faced
with restricted supply have succeeded in passing on their own
cost increases. In nominal terms, sales have continued to forge
ahead and are some 20% above pre-pandemic levels.

Higher inflation reflects an imbalance between restricted supply
and strong demand. Whilst central banks cannot affect the for-
mer (speed the delivery of cargo, say, or, in the case of renewable
energy, make the wind blow harder), they can restore balance giv-
en they have the tools to address the strength of demand.

Policy Support Fades in 2022

We expect the withdrawal of emergency levels of support by cen-
tral banks and governments to play an important role in shaping
economic activity in 2022. The massive fiscal stimulus policies
(government spending and taxation policies designed to support
economies over the short term) in response to the pandemic are
already winding down in the US and UK.

Although government spending will remain strong, overall fis-
cal policy will be less supportive in 2022. This should not be a
surprise after the "shock and awe" fiscal largesse of 2021. In the
US the Bipartisan Infrastructure Deal will start up next year and
the larger Build Back Better package currently winding through
Congress should help (if it gets through the Senate). The overall
“growth impulse” from fiscal policy however will be less than in
2021.

It's a similar story in the UK where corporate and income tax-
es are set to rise next year along with higher National Insurance
Contributions (payroll taxes). In contrast, the eurozone stands
out as fiscal spending is expected to remain strong due to Eu-
rope's recovery plan. Stimulus is slightly less than in 2021, but
still significant.
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Meanwhile, China is expected to keep fiscal stimulus going in 2022 through
higher local government borrowing, but some of it will be due to banks be-
ing encouraged to lend more.

With regards to monetary support (short-term policies by central banks
designed to stimulate economies) we also see a move in a less positive
direction in the US and UK. Here central banks are ending pandemic relat-
ed quantitative easing (QE) programmes which have been used to inject
money directly into the financial system. The Bank of England (BoE) and US
Federal Reserve (Fed) are also poised to raise interest rates.

We expect the BoE to raise rates in December 2021 (when the bank's Cov-
id-era QE programme is also on course to reach its full size) and February
2022. Meanwhile, a patient Fed is expected to raise rates in December next
year after fully tapering asset purchases in June (these asset purchases are
the means by which many central banks have injected money into the fi-
nancial system under QE). We then expect interest rates in both economies
torise further in 2023.

Our judgement is that central bank policy goes from positive to neutral
(rather than negative) as interest rates are still low relative to the “equilib-
rium" rate. When an economy is at full capacity this is the rate required in
order to avoid either overstimulation (and possibly undue inflationary pres-
sures) or under-stimulation (possibly resulting in economic contraction
and the risk of deflation).

Private Demand to Step Up?

These changes should not be surprising as support had to come to an end
once the recovery had taken hold. However, for growth to be maintained we
need to see a hand-off from governments and central banks to the private
sector.

On this front the consumer is critical and here we are looking for house-
holds to spend the savings they accumulated during lockdowns. In practice
this would mean a fall in the savings ratio below its pre-pandemic average
of 7.5% as excess savings are spent (see chart 2, below). The US savings
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At this stage it is too uncertain to judge the macro
impact, only that it adds to the stagflationary risks

in the world economy.

rate has already fallen significantly in 2021, but it is critical for
consumption that it continues to decline in 2022. This is because
of the squeeze on real earnings from higher inflation, albeit we
expect US and global inflation to moderate in the second half of
next year.

The story in the eurozone and UK is similar although we estimate
that households in these economies are at an earlier stage in
running down their excess savings. Judging the situation in Chi-
na is more difficult due to a lack of data, but it's believed there are
less excess savings than in the West.

Divergent Policy Outcomes

For each of the main economic blocs we have scored the differ-
ent components of monetary and fiscal policy and the potential
for pent-up demand. On this basis we see considerable swings
between 2021 and 2022 for the US and UK, from maximum stim-
ulus to a more modest or neutral stance. The eurozone remains
more full on, while China swings toward more stimulus on both
the monetary and fiscal side (see table, below).

We expect the divergence between the US/UK and eurozone/
China will create opportunities in bond and foreign exchange
markets. We also note many uncertainties around inflation and
growth, not least those resulting from supply chain bottlenecks
and labour shortages persisting. Higher wage growth feeding
through into costs and prices could result in higher-than-ex-
pected inflation and weaker growth, at risk of a “stagflationary”
outcome.
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MOMENTUM
2022
OUTLOOK

2021 marked the second year in the
global fight against COVID-19 and in
many ways brought back some form
of normality to many. While we are still
behind the curve, South Africa’s vac-
cine drive brought with it a relaxation of
lockdown restrictions and hope that the
fourth wave will be less devastating than

those before.

Markets worldwide recovered fur-
ther following the March 2020 sell off
and delivered strong returns over the
last year resulting in inflation beating
returns to many investors in multi-as-
set-class portfolios, after a prolonged
period of average returns. The drive for
investment management firms to con-
sider environmental, social and govern-
ance aspects in their investment deci-
sions gathered further steam and impact
investing, investing for the greater good
of the community is also top of mind,

especially in the South African context.

At Momentum Investments we are ded-
icated to responsible investing. While
our primary objective is to deliver returns
for our clients, when doing this, we con-
sider how we can use investment oppor-
tunities to create a better future for our
investors, their communities and

society.
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Businesses have had to come to grips with the reality of hy-
brid working conditions and to assess the impact of this on
their culture and general wellbeing of their staff. The invest-
ment management industry has not been spared. At Momentum
we have weathered the storm. We are in the fortunate position
of having been mostly unaffected by lockdown restrictions and
blessed with employees who are dedicated to our clients and
their investments. It has been a stressful two years for invest-
ment teams globally who had to navigate clients’ investments

through times of great uncertainty.

Looking ahead the investment landscape becomes a little murk-
ier. The rebound is starting to lose momentum and concerns re-
garding rising inflation and a slow-down in economic growth in
China is taking centre stage globally. Commodity prices are de-
creasing after a period of sustained growth and this windfall to
the local economy is waning, bringing structural slow economic
growth and a lack of job creation back into focus. The political
landscape in South Africa also changed considerably following
the local government elections in November with coalition gov-

ernments now the order of the day.

This brings with it the opportunity for better run municipalities,
provided that smaller parties can work together towards a better
future. All this points to a moderation of returns over the short to
medium term and investors would do well to not become too ob-
sessed with short-term fluctuations but to focus on their longer-

term goals.
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This is the crux of our outcome-based investing philosophy at
Momentum Investments. Outcome-based investing that makes
investing personal is centered around defining your client's
investment goal and time frame and then staying invested
throughout to maximise the probability of achieving those in-
vestment goals. We believe in long-term investing and the value

of a well-diversified investment portfolio.

Investment teams will have to think out of the box in future to
achieve decent returns for their clients, whether this is through
exposure to alternative asset classes, different styles of invest-
ing, or focusing on lower-cost solutions. This includes infra-
structure investments, passive and smart beta portfolios, the-
matic investing - all solutions that Momentum Investments are

already offering as stand-alone funds and incorporated into our

multi-asset-class portfolios.
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While short-term interest rates in SA remain at
levels not seen since the 1960s, consumer in-
flation is now 2% higher than it was at the start
of 2021, and the SARB raised rates by 0.25% at

its Monetary Policy Committee (MPC) meet-

ing held in November. In addition, compared to
pre-COVID-19 levels, longer-dated SA bonds
still trade at yields around 1% higher than be-
fore the crisis.

South Africa is not the only economy grappling
with higher inflation, and the big unanswered
question whether other central banks will need
to respond assertively with positive real short-
term interest rates. Late in 2022, the US Federal
Reserve is expected to start increasing short-
term interest rates, although expectations could
be brought forward should US inflation prove
more persistent than expected.

Despite this, few commentators are expecting US inflation to remain
above 3% in the medium term, and most acknowledge that the neutral
rate of interest is probably closer to 2% than the 4% it was in the past.

The forward guidance from the SARB is for a further eleven 0.25% inter-
est rate increases. In other words, unlike most other central banks, the
SARB is still targeting a 2% real repo rate in the medium term. It will be
interesting to see whether this will still be necessary, especially if de-
veloped economies continue to have lower real interest rates in future.

The other profound structural shift taking place is how to transition to a
greener economy. Most economies’ plans are not on track to limit global
heating to less than 1.5 degrees above pre-industrial levels, and (ac-
cording to MSCI) neither are 90% of listed global companies. The ability
and willingness of our industry to successfully manage this transition
could be the defining feature of the next few years.

South Africa is vulnerable to climate change, and our commodity basket
will only indirectly benefit from the transition. Nevertheless, the transition
provides an opportunity to reset the economy and reduce dependence
on Eskom. While the funding that SA secured from the COP26 is encour-
aging, as is the greater ambition of our National Development Plan, the
government lacks credibility. Unless SA can implement the necessary
structural reforms to raise its long-term growth rate above 1% p.a., it is
hard to see that SA will be able to borrow at longer maturities at funding
costs less than the nominal growth rate. Given the steepness of the yield
curve, the market is not expecting this anytime soon.

We expect the global environment to remain supportive of equities in
2022 (the famous “There is No Alternative" (TINA) paradigm), and while
SA has valuations on its side, a lack of decisiveness from the govern-
ment makes it hard to identify the catalysts that will emphatically put
the economy on a higher growth path. Investors, as always, face an un-
certain future, and should consciously try to construct portfolios that are
resilient to different outcomes materialising, by focusing on diversifica-
tion and finding managers best positioned to exploit the opportunities.
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TAKING STOCK & REFLECTING
ON THE YEAR THAT WAS

REUVERS

Managing Director, Morningstar
Investment Management South Africa

As a runner, the change in seasons gives me time to reflect. Summer
was short and feels like a distant memory. Autumn (my personal fa-
vourite) always reminds me that change is the only constant. Winter
(which has felt never-ending this year) reminds me of all that's lost,

Price is what you pay, but value is the hardship of life for so many and the brevity of daylight hours. As

what you get.
- Warren Buffett

we move to spring and back to summer, | am reminded of the new life,

new colours, and new daylight hours that come with this season and

reminded of how the cycle continues.
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At face value, it appears as
though markets have performed
well, however, broadly speak-
ing there have been some bad
landmines that simply could
not have been avoided by all
investors. 2021 was also by no
means a dull year global bonds
bottomed out, the Evergrande
debacle, Chinese tech stocks
slumped and the contagion of it

all to emerging markets.

After a seven-year drought of
returns for domestic equities,
the past 18 months have seen
a strong rebound in S.A. equi-
ties with broad-based returns

across the sectors. While 2020

saw resource shares (mainly

platinum and diversified min-
ers) performing well, 2021 has
seen a rotation into more un-
loved areas of the market. If we
look back at 2021, the strong-
est performing areas have been
what we would term “S.A. Inc."
shares, namely banks, retailers

and select industrial shares.
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is generating a decent yield for investors
but has been subject to market volatility
this year due to the lack of foreign sup-

port.
Cash is Still Out in the Cold

We see little room for holding cash in
portfolios. Not only is the nominal yield
low (around 4%), it is in fact offering a
negative real yield, given that inflation is

close to 5%.

If We Turn to Global Markets,
it Seems Nothing Can Stop
this Bull.

While value shares and unloved sectors
(such as energy and UK equities) have
certainly rallied and have been solid
contributors to portfolio performance,
the tech stocks in the US have reached
stratospheric levels (both in terms of
performance and in price). In our opinion,
this sector is starting to carry a striking
resemblance to the tech bubble of the
late 90s. Firstly, the market is trading at
extreme valuations and is experiencing
new IPO's (stock listings) in the magni-

tude last seen in the late 1990s.
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(If it walks like a duck and talks like
a duck...) We would prefer to be cau-
tious at this point. We remain ma-
terially underweight US large-cap

tech shares.

Despite emerging markets selling
off sharply on the back of the Chi-
nese government's interference in
capital markets and the restrictions
and regulations placed on their tech
companies, we are seeing good
pockets of opportunity in emerging

markets.

S.A. fixed income managers had a
tough time in 2021; however, it was
even worse for global fixed income
managers. Global bonds have been
one of the worst performers in 2021.
With starting yields at low levels
and bond vyields rising throughout
the year, this has led to bondhold-
ers experiencing meaningful capital

losses.
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In the wise words of Warren Buffett
- “Be fearful when others are greedy
and greedy when others are fearful".
There is much exuberance, easy
money and excitement in certain
areas of the market. This level of
optimism and crowding makes us

“fearful”.

There will be good news stories for
companies and sectors that will be
extrapolated into the future with
investors prepared to pay extreme
prices just to own these golden
companies. Remember that “Price

is what you pay, but value is what

you get" — another valuable lesson
shared by Mr. Buffett. Now is the

time to be vigilant and to ensure

that you are getting value for what

you buy.

You may hear some commentators
saying that “markets are expensive
and now is not the time to be invest-
ed"” whereas others say that “things
will just keep going up". To this we
would say there is never a “right
time" to invest, the key is just to be

invested and to remain invested.
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INVESTMENT 2022:

CLIENT COMMUNICATION IS KEY

TAMRYN

Tamryn Lamb, the head of retail distribution at Allan Gray, gives us some insight into
the current and expected Investment landscape.

Tony: Based on your research and client experience, please share some insights from
the past two years, as a backdrop to 2022.

Tamryn: To say the last two years “"have been very interesting” is probably the un-

derstatement of the century. 2020 felt like one of those years where we were all
just kicked into this defensive mode, trying to make sure that our business models
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Keeping in communication with
clients going, is certainly is critical.

COVER.CO.ZA

carried on as per normal during a very tough
period. We were also responding to the vol-
atility in the markets and engaging with our
clients. Then 2021 has been more of a how
do we carry on in this mode for a longer pe-
riod, when will this end and how do we deal
in a sort of protected period of uncertainty.
Set against that, we have had a significant
period of economic and political instability,
which has added to an already pre-existing
level of client anxiety, and I'm sure every-
one listening to us or reading this today, will
agree with that wholeheartedly.

When | look back now, it is interesting to ob-
serve that, despite a very difficult and uncer-
tain period, we have actually seen a signifi-
cant recovery and flows across the industry
in 2021. Now, I'm not looking at all the data
points, but taking, for example, the platform
industry, which is around R2 trillion now,
that's grown well over 10% year on year, and
we've seen some quarters where the quar-
terly flows are closer to 30 billion, and on
average, they are normally 20 billion.

It feels like a bit of cognitive dissonance,
how can the platform industry have contin-
ued to grow when we know that we have got
increased unemployment, and we are seeing
very volatile growth in GDP.

Tony: Based on what we learnt from this, do
you think that any of the ways that we ap-
proach the market, and look at investments,
should be adapted going forward? Or, do you
think it's the same as we have done in the
past and just monitoring it and keeping the
long-term view?

Tamryn: It's always a balance of both, isn't
it. We must always learn from our mistakes
in our current environment, but we should
never be held hostage by them. That's a
quote that Alan Gray, the individual, always
use to say. You must hold what is important
to your process and focus on the long term,
but you must also continue to learn and nev-
er be complacent about your environment.
So, maybe the process doesn’t change and
maybe the approach to managing invest-
ments doesn’t change materially, but you
must adapt to your circumstances. So, let
me try and answer your question more spe-
cifically.

We have seen some significant shifts in
markets over the past two years and there
are certain signs, for example, that global in-
flation is one macro trend, which is becom-
ing increasingly spoken about amongst in-
vesting circles. But interestingly, portfolios
don't appear to be positioned to benefit from
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increased inflation or to protect

against an increase in inflation.

| think one thing that we should
learn, maybe not just so much
from the last two years, but per-
haps the last 100 years of invest-
ing, is that sometimes trends can
persist for a very long time until
they don't.

I think the last two years has

continued to be supportive of
growth-oriented busi-
nesses, if you had an online busi-

certain

ness, working from home accel-
erated and pulled forward some
of the earnings that you might
have over a five-year period into
two. | think that it's become even
harder for investors to see where
we are in the cycle, because of
the dynamics and because we've
had a major shock in the exoge-
nous environment over the past
two years.

I think there is a little bit of - okay
so these trends have happened
for so long, they have survived
throughout COVID so, maybe |
just shouldn't be worried about
them anymore.

To try and be more specific, cer-
tain global equity markets look
very extended, global govern-
ment bonds yields are starting to
increase, but have been low and
depressed for a very long time.
It's still unclear what the extreme
levels of quantitative easing that
we've seen injected by developed
governments around the world,
will do to asset prices over the
next five to ten years.

I guess the lesson here is, yes,
learn from our environment, un-
derstand what's happened over
the past two years, but also make
sure that you are really taking
that long term perspective and
ensuring that you're protected on
a valuation and risk perspective.

Tony: If you look at Alan Gray
specifically, and your environ-
ment of retail distribution, is
there any specific focus of theme
for next year, what are you aiming
to achieve?

Tamryn: Our focus in each year,
sort of stays unchanged. But
what we try and implement or
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deliver on in the year will vary. So, for our
strategic objectives, we want to make
sure that we deliver great performance for
clients. And to do that, we must make sure
that we earn and maintain clients' trust
and confidence. To do that, you need to
keep engaging with clients and advisors,
you need to communicate, you need to
make sure that your service quality stays
high on your offering, that you maintain
that trust and confidence through

the cycle.

Next year, our key initiatives are around
making it easier for clients to invest. First-
ly, we're going to be launching an offshore
endowment. That's very much in line with
what | was saying earlier, if you're going
to invest offshore, we think it should be
an important part of your portfolio.

But you should do it with a long-term view
in mind and have a systematic kind of
framework that you apply and do it con-
sistently rather than just do it in the knee
jerk reaction to local or offshore news.

And we think that offshore endowment is
a good tax efficient, long-term solution
for clients to invest offshore. Secondly,
we're going to be managing around some
regulatory developments.

COVER Magazine | January 2022



FINANCIAL PLANNING

| think there are going to be
some interesting pieces of leg-
islation that have been waiting
for a while to get some clarity
on from the FSC. The one is the
retail distribution review and
that will impact advisors. The
other is the proposals that have
been floating around in the last
couple of months around the
two-part Retirement System,
which | think will also be a key
piece of legislation that we will
all need to get our heads around
over the next couple of years.

Then finally, | think we're also
going to be making sure that
we can continue to make our
services and our offerings more
streamlined, easier to use dig-
ital interfaces that are secure
and efficient for clients, really

taking that friction out of in-
vesting, while at the same time,
keeping what we think is a very

important personal touch to
how we service clients and ad-
visors.

Tony: You spoke about the per-
sonal touch in advice. Given the
background and how we see
clients have behaved, going
forward, with the uncertainty
still hanging around, what com-
ments do you have for advisors?
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Tamryn: The last few years have
really reaffirmed and under-
scored the importance of good
advice. You can see, when we
look at the data on our platform,
clients who stayed the course
who didn’t switch out in Febru-
ary and March last year into the
money market, and then try to
time the market as it recovered,
have really been well rewarded.

I guess my advice to advisors,
and take it from whence it
comes is, we do think that these
types of big market shocks tend
to meaningfully change client
and investor risk appetites. We
have seen when we run the data,
let's say on our platform for the
last 10 or 20 years, it's interest-
ing to note that, depending on
when you start or let's say when
you retire or when you receive a
lump sum, your long-term asset
allocation can be meaningfully
impacted by the periods that
ensued right before your start-
ing point.

So, | do think that advisors
should be thinking hard about
how COVID will have impacted
their clients risk appetites, and
how that might influence some
of their long-term asset alloca-
tion, and then how to diversify
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the portfolio is the advisors place of expertise.
But there are some significant behavioural im-
pacts that we want to try and make sure that we
manage over these very volatile periods.

Then the classic is obviously to try minimise
switching behaviour, diversify, but do so for
the right reasons. | also do believe it's going to
carry on being quite noisy, at least for the next
couple of weeks and months, as we manage
through the impact and consequences of what
| hope was the final big fourth wave of COVID.

I think South Africa has got several issues that
we continue to work through and that's going
to be noisy to say the least. It's important to
try and distil the facts from the noise and make
sure that we are investing in some of those
local opportunities that looked like they're

a great risk reward trade off.



Cybercrime amidst a pandemic

By Simon Colman, Business Head of Digital and Financial Lines at SHA Risk Specialists (a division of Santam)

Covid-19 has changed the cybercrime landscape. With more
people working remotely, employees are inadvertently creating
opportunities for hackers to forge tunnels into company
networks through often unsecured connectivity. It can be
expected that this trend will continue as businesses adopt
hybrid work from home/office strategies. Last year, South Africa
had the third highest number of cybercrime victims globally,
according to Accenture. Phishing remains a significant trend.
And we're seeing more state-owned entities, banks, law firms,
SMEs and healthcare providers get hit. It should be a business
imperative to proactively mitigate cybercrime risks.

How SA tracks globally

In 2020, South Africa suffered 577 malware attacks every
hour, with fraud via mobile banking apps doubling within

a year. Cyber-attack losses totalled R2.2 billion. Due to

less robust cybersecurity systems, Accenture speculates
South Africa might be a testing ground for malware. Globally,
the country ranks 59th out of 182 countries for cybersecurity,
and it comes eighth on the continent.

A slew of recently reported attacks have seen some of the
biggest names in banking, insurance, transport and the
public sector affected. Most recently, the justice department
also announced that it was a victim of a cybercrime this year,
demonstrating that no system is safe.

Over the past two years, (SHA Risk Specialists) - a division

of Santam - conducted surveys of almost 1600 randomly
selected business owners, the vast majority of which were in
the SME sector. We found that 30% of these had experienced
a cyber-attack within the last 24 months. Another 25% had
fallen victim to a ransomware attack. Astonishingly, however,
almost 50% of businesses still didn’t believe they were at risk.

This lack of awareness and worrying level of complacency
may render South Africans particularly vulnerable. One of
the problems might be that the country is so exposed to
crime, that incidents that don’t involve violence don’'t make
the news. So, there’s less awareness of the prevalence of this
kind of activity. Many SME business owners also incorrectly
assume that the data they hold has no value to hackers and
they therefore will not be targeted. The vast majority of SME
incidents involve ransomware which is often a completely
random attack.

Cybercrime in the current COVID-19 landscape and

what to look out for

We are seeing a cybercrime spike. Currently, more people
are working from home and connecting back to the office
without using VPNs. It’s tricky to detect when data has been
compromised - gone are the days of a virus showing up as
a blue screen with a smiley face. Now, a trojan or piece of
malware lurks unseen in the system, ‘sleeping’ or actively
extracting data for an external source.

e Phishing - when a person is targeted via email, phone
or text by someone posing as a legitimate (and often

known) institution or individual to extract personal

Santam is an authorised financial services provider (licence number 3416).

information like credit card details or passwords -
remains a top trend over this time. Just think about how
many emails you receive in a day. Would you be able

to spot a cleverly worded request from your ‘boss” asking
for the password for your company site to do some very
creditable-seeming updates?

e Ransomware - involves encrypting all the data on
a company’s hard drives and servers and demanding
a ransom in exchange for its return. This type of cyber-
attack is also rife at the moment.

Local banks and the online retail, healthcare and legal
sectors are currently being hit hard. Healthcare has always
been a big target overseas, so it's unsurprising this trend is
coming to South African shores.

What can be done to mitigate cybercrime?

It starts with awareness training for an entire team, irrespective
of company size. Interactive training tools should be explored,
as it's imperative to understand the current cybercrime
landscape and trends.

Then it's about putting proactive mitigation measures in place.
Do regular backups and invest in antivirus protection.

Our survey found that 25% of SME businesses ended up
paying ransoms that averaged about R25 000. Out of the 25%
that paid, a further 20% got hit a second time. The first time,
hackers attack randomly. The second time, you're a ‘paying
client’ to them. It stands to reason that if reqular backups

of critical data are not maintained, that the business owner
may think the only solution is to pay the ransom.

Those numbers were dwarfed by the cost of business
interruption and downtime. About 12% of the victims of
cybercrime in our survey experienced business interruption
that cost them in excess of a million rand in downtime.
Losses can stack up faster than you can imagine.

The important role of the intermediary

It's crucial to have the right cover in place that combines
risk management services and insurance to cover business
interruption costs, ransomware, forensic costs and more.
We believe that intermediaries will be key in driving broader
and sustained awareness around cybercrime. They have an
important role to play in educating their clients about the
benefits of cyber insurance and explaining how the cover
works. Intermediaries add the most value where knowledge
and expertise is required to identify risks and find solutions
that match client needs. Such knowledge and expertise will,
undoubtedly, be required in the case of a complex, emerging
and as-yet relatively unfamiliar risk like cybercrime.

Visit www.santam.co.za for more information about
Santam’s cybercrime insurance.

santam

specialist

KINGJAMES 54594



FINANCIAL PLANNING PAGE 83
7
%

HELPING CUSTOMERS
T0 SAVE IN A PANDEMIC
ECONOMY

L\

COVER.CO.ZA



PAGE 84

A bit of foresight and careful planning with your clients can mean
the difference between them having the means to financially
survive the year ahead and a "mean" year where

financial stress and worries are the order of the day..

A Household Affordability Index by the Pieter-
maritzburg Economic Justice & Dignity group
showed that the average Household Food
Basket increased by R98.08 (2.3%) month-on-
month, and R400.83 (10.2%) year-on-year.

In October 2021, the average Household Food
Basket cost was R4,317.56 and the group is
predicting further food price increases in the
year ahead.

In the face of these rising costs and what seems
to be a never-ending onslaught of new Covid

variants, many are quietly revising their financ-

es and buckling down for a rough year in 2022.

Budget, budget, budget: 22seven is a budgeting app, brought to you
by Old Mutual, helps track expenses and set up investments. The app
can help clients to be mindful of their spending patterns and identify ex-
penses they can consider cutting. Remind your clients that a budget
is a living document that should constantly be revised and not a static
document.

Kill the debt: the cost of borrowing is likely to get more expensive after
the recent interest hike taking the prime lending rate to 7.25% with the
South African Reserve Bank signalling more interest rate hikes in the
next year. If your client has access to any money they can channel into
paying off or reducing debt, encourage them to do so. You can help them
draw up a strategy to pay off their debt, starting with the highest
interest-bearing debt first.
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Polyjobbing: According to OMSIM 2021, 47% of people now have more than one
source of income and 44% are learning something new or upskilling at home. Hob-
bies can be turned into income streams or clients can upskill themselves so that
they can move into higher paying positions. Consulting positions have become
more widely available and small to medium businesses are often looking for busi-
ness mentors.

Reduce taxable income with a retirement annuity: Clients can contribute up to
27.5% of their total annual income to a retirement fund (the annual tax-deduct-
ible contribution is capped at R350 000) and get a tax refund or reduction. Help
your clients calculate how much they have already contributed to their retirement
annuity (RA) and other retirement funds — including the contributions for January
and February and then work out how much more they can "top up” to receive the
maximum tax benefit. These contributions will reduce your client's taxable income
and any refund that your client receives from SARS as a result can be channelled
into further savings.

Loyalty programmes — 69% of the OMSIM 2021: respondents took advantage of
points or rewards accumulated via loyalty programmes in the last year. Remind

your clients to check who the programme's rewards partners are and change their

shopping behaviour so that they earn more points. It also helps to be aware of time
limits as some programmes require you to earn a certain number of points each
quarter to reach a particular rewards level.
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ARE AT THE HEART OF THE HYBRID
WORKING ENVIRONMENT

As a result of the pandemic, we're
seeing workforce collaboration be-
ing harnessed like never before,
with teams often becoming more
globally distributed. Today's work-
force needs streamlined processes,
flexibility, and digital connectivity
to support productive outputs. The
sudden (and potentially sustained)
use of remote work arrangements,
evolving business strategies and a
future state that is likely to involve
hybrid working, mean that work-
force mobility has become essen-
tial. Central to this is increased flex-
ibility while containing costs and
improving the employee
experience.

Any Place, Any Time

One thing that the current climate
has proven is that the vast major-
ity of workforces can successful-
ly adopt remote working, and the
collaboration landscape is rapidly
evolving to accommodate this new
diverse workforce and their elevated
expectations.

The ability to work from anywhere,
at any time, via any platform, using
the tools of choice, has become key,
and this is where workforce mobility
solutions are critical. It has become
essential to make use of technology
platforms to enable employees to

work from anywhere, supporting Best Resource On-
boarding, regardless of location and flexible working
hours to cater for when employees are most produc-
tive. It is also imperative to make use of a cybersecu-
rity framework for securing data and on-demand re-
search and analytics, and transparent digital policies
and processes to build and maintain trust.

The Future is Hybrid

A hybrid workplace model caters to employees work-
ing from the office occasionally, while also working
from home for the rest of the workweek. It is foreseen
that many organisations will have to implement a hy-
brid workplace model for the long term. A hybrid work
environment is likely here to stay, and companies will
have to make the shift while maintaining productivity
and increasing engagement levels.
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In South Africa, a country where a face-to-
face work environment has long been the
standard, a hybrid work model is a com-
paratively new concept that organisations
will need to adapt to. Becoming an efficient
hybrid workplace will involve a significant
shift in organisational culture, reshaped
goals and objectives, new communication
strategies and above all, flexible working
hours. The right tools, such as collabora-
tion, cybersecurity and performance track-
ing, also need to come into play.

Technology to The Forefront

Powerful technology platforms lie at the
heart of workforce mobility and hybrid and
remote working, but importantly, every user
should have the flexibility to choose their
own workplace devices. Alongside tradi-
tional workplace technology, such as desk-
tops, laptops and virtual desktops, portable
devices and tablets, and wearables should
also be leveraged as primary work devices.
Over and above the hardware, it has be-
come crucial to focus on application mod-

GENASYS
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ernisation so that productivity applications
are accessible regardless of the device
being used to access them. Organisations
also require an integrated security and de-
vice management solution along with plat-
form collaboration. Technology solutions
supporting this include virtual desktop in-
frastructure and virtual application delivery,
unified communication, collaboration and
end-point management, user profile man-
agement, and hardware and software asset
management, as well as employee perfor-
mance and device tracking.

In today's fast-paced, tech-driven world,
employees need work environments that
provide a different range of spaces for many
work types, with technology that works
when they need it. To maintain productivi-
ty, technology needs to do the heavy lifting,
taking the burden off the end-user. Addi-
tionally, a robust workforce mobility tech-
nological migration plan is vital to avoid
any productivity loss. A holistic integration
of process, technology and experiences is
the key to successful workforce mobility.

The next step in the Insurance Technology evolution.

LONDON, JOHANNESBURG, CAPE TOWN
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MANAGEMENT
LIABILITY IS IN
OUR DNA.

D&O insurance
solutions from AIG.

Today's directors and officers face more risk than
ever, due fo a growing breadth of regulations and
heightened enforcement. Having the right coverage
is crifical.

At AIG, we offer cutting-edge insurance solutions
built to meet the challenges of D&O risk today -
and will keep innovating to meet the challenges of
fomorrow.

Learn more at www.aig.co.za

All products and services are written or provided by subsidiaries or affiliates of American International Group, Inc. Products

information, please visit our website at www.aig.co.za. AIG South Africa Limited is a licensed Financial Services Provider.
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2022: THE YEAR OF GLAIMS
AUTOMATION & INTEGRATION

2022 will see an increase in the digital
capabilities available to insurers and
the largest benefits will be gained
through preventing claims and
reducing claims fraud.

COVER.CO.ZA

It's no secret that | am a big fan of The Blacklist - Raymond Redding-
ton in a tailored three-piece suit taking down the criminal underworld
while building his own empire with the help of the FBI is definitely
entertaining and educational. For those who are not familiar with the
NBC series, the very farfetched show follows Raymond “Red" Red-
dington, the FBI's most wanted man, who volunteers to work with the
FBI to capture other high-profile criminals in exchange for immunity

and the opportunity to expand his own empire. Why do I find this se-

ries more interesting than the typical crime series, like say CSI?




The Blacklist team's focus is to
prevent crimes from happening
rather than solving them after
the fact. And this will be the
focus for Claims digitisation in
2022. The tools that automa-
tion and integration has brought
into the Claims space will con-
tinue to bring efficiencies to
managing the claims processes
but the most benefit will be had
from Preventing claims; and

Preventing claims fraud.

Preventing Claims

One of the powerful, and less
believable, assets that Redding-
ton brings to the team is his
foresight into imminent events.
Reddington always knows when
an identified target is going to
attack/steal/pillage/de-fraud or

just annoy a victim next.

This foresight would be very
useful to know in advance when
a claim incident could occur
next and avoid the incident in
order to minimise claim losses
and to improve the overall ex-
perience of the policyholders.
Where can insurers and admin-
istrators find their own Redding-
tons to help them predict claim

incidents?
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Survey photos and application forms,
stored digitally and accessible at time
of managing claim, will allow the claim
technician to compare the item placed
under cover to the item being claimed on
to validate the claim. Digitally guiding a
claimant through the claims process and
requesting information as close to re-
al-time as possible from the policyholder
can provide information to reduce fraud-

ulent claims.

If a policyholder is in a car accident and
the insurer is notified of the accident by
the telematic system in the car the tele-
matics will record the vehicle details at
the time of accident, including speed,
braking information, direction of trav-
el etc. The claim can immediately and
automatically be created and the poli-
cyholder contacted to determine if they
need assistance or if the injuries are mi-
nor. If the policyholder is able to, they
can take photos of the accident scene as
guided by their claims app on their phone
ensuring all the relevant information is
recorded for the claims process and to
avoid disputes later. All of this is made
possible through advanced telematics,
geospatial analytics, data integration

and deep learning.
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The payments market is evolving as rapidly as ever,
despite some of the challenges it had to face throughout
2021. The upcoming year is looking to bring more effi-
ciency, personalization, and tech synergy, fueling
the sector's growth even further.

COVER.CO.ZA
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MARIHA.

CEO at ConnectPay

4 PAYMENTS INDUSTRY
PREDICTIONS THAT WILL
DISRUPT THE MARKET IN 2022?

The most prominent disruptive forces, that are going to impact

the payments industry in the upcoming year.

Having dealt with the initial pandemic aftershock, this year the key areas of focus for
businesses were building economic resilience and improving customer experience. With the
new year just around the corner, below | take a look at the main forces that will be shaping

the payments market in 2022 and what payments market players should keep an eye on.
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Internet of Payments

It is that by 2025, there will like-
ly be more than 27 billion Internet
of Things (IoT) connections. The
growing number of loT devices is
rapidly shaping the everyday hab-
its of consumers, including the way
they choose to pay.

This led the financial world to coin
a new term Internet of Payments
(loP) which refers to a phenomenon
that enables payment processing
over loT devices, for example, smart
home assistants, like Amazon Al-
exa, or smaller everyday accesso-
ries, such as Apple Watch.

loP is currently at a nascent stage,
however, as the market is becom-
ing more saturated with loT-driven
devices, payments market players
need to develop a blueprint on how
to take advantage of this disruptive

force.
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The merge of loT and payments
brings consumers extraordinary
convenience with reduced friction.
As Open Banking enables third-par-
ty providers and fintechs take on the
roles of loP providers, this opens up
an entirely new area for innovation.
Also, 10T creates the opportunity
for businesses to gather more data
about the consumers, which will
help to elevate user experiences.

Baa$ Continuing to Thrive

Banking-as-a-Service (BaaS) al-
lows embedding financial services
into any company. This gave rise
to a number of new market players,
which took advantage of the Appli-
cation Programming Interface (API)
driven platforms to enter the finan-
cial services industry. The BaaS
market, at $356.26 Billion in 2020,
is now projected to reach $2,299.26
billion by 2028. BaaS enables com-
panies to leverage market-tested

infrastructure without the regulatory overhang, sav-
ing a significant amount of organization's resourc-
es. As the pandemic led many to redistribute their
budget, outsourcing banking infrastructure became
an even more appealing choice—leveraging banking-
as-a-service enables them to direct more resources
towards product innovation, rather than framework
building. Therefore, BaasS providers will continue to fly
high.

Hyper-Personalization

The need for personalized experiences followed con-
sumers to the online space. While process automa-
tion will one of the top priorities for fintechs, the key
will be finding the balance between providing efficient
service and not losing ‘the human touch'. To secure
future success, industry experts have leveraging re-
al-time consumer data to provide personally tailored
insights and proactive advice.

With practically every business pouring investments
into upgrading their tech framework, hyper-person-
alization becomes the main driver helping banking
service providers differentiate from their competitors.
That's why refining their approach to be primarily




customer-centric as well as proving
it at scale will allow gaining a com-
petitive edge.

Focus on CBDCs

Throughout the year, central bank
digital currencies (CBDCs) have
been gaining momentum, with
countries all around the globe, such
as Sweden, Norway, South Ko-
rea, China, and others pushing the
rollout and testing their applica-
tion in the real world. The interest
in government-backed e-money
is not wavering, rather the oppo-
site, it spurred new ideas, such as
launching multiple CBDC systems,
that could potentially cut off of

transaction fees annually. CBDCs
could provide a range of bene-
fits, for example, lowering the cost
of cross-border transactions, in-
creasing financial inclusivity, and
enhancing economic resilience of
domestic payments systems.

This is a tool that, if implemented
thoroughly, could outweigh the of-
ferings of payment service provid-
ers, which will have to immense-
ly step up their game. As for the
multiple CBDC network, the main
question of 'how long will it take?'
remains, as developing a united
framework seems like a Herculean
task, with each countries' efforts
moving at a different pace.
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EVENTS

INSURTECH 2022

We are excited to announce that In-
surtech2022 is scheduled for 13 and
14 April. It will, once again, be a virtual
event, but with a twist. For the first time,
the virtual event will be followed by a
face-to-face networking function in

Cape Town and Sandton. Save the date!

AFRICAN IINSURANCE
EXCHANGE 2022

This years African Insurance Exchange hy-
brid edition will be hosted live as well as
virtually. The dates have been set for 25
and 26 July 2022 at Sun City (in-person

event) as well as virtually for attendees

from across the globe. Register Here

COVER.CO.ZA

WHAT T0 LOOK

ALTERNATIVE INVESTMENT
CONFERENCE

The conference will host some of the
leading alternative investment fund
managers focusing on artificial intel-
ligence, structured products, tech, pri-
vate markets, impact investing, crypto-

currency and more. Register Here.
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https://altmarketplace.co.za/alternatives-marketplace-conference-25-march-2022-register/
https://www.iisa.co.za/aie/2022-african-insurance-conference//

| am Barry
and | am
committed
to enabling
our partners’
success.

Barry du Plessis
Portfolio Manager:
UMA'’s and Divisions

Through authentic relationships,
we are committed to enabling our
partners success by co-creating
solutions and unlocking shared
value. Always with a personal
touch.

Get in touch to find out more
about our commitment to
enabling our partners’ success.

@ 0 &

Personal Commercial Specialist

011 686 4200
info@constantiagroup.co.za
www.constantiagroup.co.za

PAGE 98

® O ©

Life and Funeral Health Medical Indemnity

6 CONSTANTIA

Insurance made personal

Constantia Life and Health Assurance Company Limited is a licenced life insurer and an authorised Financial Services Provider (FSP 49986).

Constantia Insurance Company Limited is a licenced non-life insurer and an authorised Financial Services Provider (FSP 31111).



