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Opening Remarks
•

Introduction
– Sustainable Economic Growth & Development is a function of our actions and/or
inactions
– Government plays an important role
– Innovation and continuous development

•

NEPAD Business Group

•

AIICO’s Point of View (PoV)
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Economic Development: Different Perspectives
Development
Theory
Neo-Liberal Theory

Description
Views Insurance in purely financial terms

Comparative advantage; Industrialization, Modernization, Free market,
Capitalism etc.
Capitalist Hegemony
Exceptions include: Taiwan, South Korea and Singapore

Structuralist Theory

State underwrites the risk, People welfare
Examples include: The Defunct Soviet Union and China

Environmentalist
Theory

Local action, Grass-roots development, Life chances and Well-being etc.
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Essentials of a Competitive Insurance Industry

The following key factor endowments have been identified as being
necessary for a competitive Insurance industry:
 Financial capital
 Human capital
 Intellectual capital / technology
 Social capital
 Economies of scale
 External economies / technological spillovers
 Monetary stability
 Social/political stability
 Culture and Tradition
 Regulatory framework
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Essentials of a Competitive Insurance Industry (cont’d)

Top Countries by Insurance Penetration, 2012 [USD]
Belgium

43.4

France

39.7

Switzerland

79

Denmark

56.3

United States

51.8

Hong Kong

36.8

United Kingdom

38.9

Korea

22.6

Ireland

46

Luxembourg

103.9
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Source: The World Bank 2014, OECD StatExtracts 2014
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The sector can become an effective enabler of
economic empowerment and wealth benefits
Promoting financial
stability

By offering indemnities, insurance stabilizes financial situations of
individuals and organizations and encourages investment in wealth

Complementing
government security
programs

Private insurance systems, i.e. Pension and life insurance can reduce
pressure on social welfare programs

Facilitating trade and
commerce

Insurance provides cover for trading goods and services that require
liability covers for negligence, e.g. new innovations

Helping mobilize savings

Enhances financial system efficiency and provides a convenient base
for financial intermediation

Enabling risk to be
managed more efficiently

Risk pooling mitigating losses and manages non-diversifiable risk
which is critical for the growth of small enterprises

Fostering a more efficient
capital allocation

Insurers monitor the companies and reduce risk-increasing behavior
acting in the best commercial interests of all their stakeholders

Operating Environment: State of Play

How Does the Global Economy Work?
• Global Savings: The sum total of all the savings of individuals and
companies in and around the world, including; savings, investments
and pension funds.
• The world is becoming a smaller and smaller place everyday.
– It is now easier to get information about occurrences around the
world from whatever location you are.
– This means that it is also easy to transfer money from one country to
another depending on available investment options.
– It is easier now to produce goods in countries where it is cheapest and
sell them in expensive locations.
– It is also very possible to invest one’ savings in any country of one’s
choosing.

• This has a tremendous effect on the flow of funds between
individuals, institutions and countries of the world.

Operating Environment: State of Play

Results of a Global Village
•

Goods are being produced in countries where they can be produced
cheapest. This is widely known as comparative advantage.

•

Money will not flow to the countries where it is most needed. Rather it
will flow to the countries where it will return the highest on investment.

•

This essentially puts all countries in a race. The objective of which is to
attract as much of global savings as possible.

•

Some countries are able to attract global savings based on their natural
resources, while more evolved countries have been able to build systems
that can add value an attract global savings.

•

Sadly, Nigeria is still only able to attract global savings based on its natural
resources. However, concerted efforts are being put in place to build the
right systems around these resources.
– This can change the investment landscape over a short period.

Operating Environment: Nigeria remains an attractive
destination for Investment
S/N Block

Membership Criteria

Countries

1.

G8 (G7)

Countries with democratic
government and industrialised
economies.

Canada, France, Germany, Italy, Japan,
‘Russia’, United Kingdom, United
States of America.

2.

BRICS

Countries deemed to be at a
similar stage of newly advanced
economic development.

Brazil, Russia, India, China, South
Africa.

3.

N – 11
(Next 11)

Countries with high GDP growth
rate. Deemed by Goldman Sach’s
as the next custodians of
economic power.

Bangladesh, Egypt, Indonesia, Iran,
Mexico, Nigeria, Pakistan, Philippines,
Turkey, South Korea, Vietnam.

•

The global economy has come to recognise Nigeria as one of the emerging
world powers based on the potential of its market.

•

There is another category involving Nigeria called the MINT, including; Mexico,
Indonesia, Nigeria and Turkey.

•

The Nigerian economy will continue to have cash.

Operating Environment: Break-down 2014 Budget,
Nigeria

•

Reduced allocation to capital expenditure (24%)

•

Similar trends in the expenditure mix of the various sectoral
allocations
– Disconnect between the objective of the budget and the reality the
figures represent

•

At a quick glance, the sectoral allocations appear to favour key
sectors that would drive human capital development, job creation
and economic diversification.

•

However, with increasing recurrent expenditure across all sectors,
the potential impact that government spending would have on
achieving these goals is significantly reduced.

•

In other words, this budget will probably be only as effective as the
last one.

Operating Environment: Analysis of 2013 Budget,
Nigeria
S/N

Description

Trn

%

1.

Total Expenditure

4.64

100

2.

Recurrent

2.43

52

3.

Capital

1.10

24

4.

Debt Service

.71

15

5.

Statutory Transfers

.39

9

Collectible Revenue

N7.5tr

Total Budget
Revenue

N3.7tr

Oil Price Benchmark

$77.5

Foreign Exchange
Rate

$1 /
N160

“The Budget for Job Creation and
Inclusive Growth”

•
•
•
•
•
•
•
•
•

Works – 128.65bn;
SURE P – 238.67bn;
Power – 102.45bn;
Education – 655.47bn;
Health – 262.74bn;
Defence – 340.33bn;
Police – 301.00bn;
Agriculture & Rural Dvpt – 66.64bn
National Assembly – N150bn

Oil Production
Benchmark

2.39m barrels/day

Operating Environment: Analysis of 2013 Budget

Retail; Growth Opportunities for Insurance
•

Significant opportunities for growth currently exist for the insurance
business within the Nigerian economy.

•

With new sectors of the economy opening up, these opportunities
will begin to widen over the next 5 years.

•

Serious minded players in the Insurance industry must be clear
about which part of the economy they intend to play.

•

Due to Nigeria’s large population, the greatest set of opportunities lie
in the retail market.

•

However, the best way to thrive within the retail market in Nigeria is
to follow the value chain of the large corporates.
– This limits risk and gives some degree of comfort.

Telecoms: Where will you play?

Corporate Customer
Suppliers
Suppliers (Contractors,
Equipment Vendors,
etc.)

Distributors

Staff

Major Distributors
Payments

Sub-Contractors
Payments
Receipts

Dealers

Lifestyle Service
Providers

Dependants

Receipts

Sub-Distributors

Receipts

Corporate Bank Customers
Sub-Dealers

Commercial Bank Customer
Retail Customers

Oil & Gas (Downstream); Where will you Play?

Foreign
Refinery
Jetty

Storage: Tank Farms

Local
Refinery

Retail Outlet

Breweries; Where are the Growth
Opportunities?

FMCG; Where Lies the Opportunity for
Insurance
Suppliers of raw
materials; farms, etc.

Processing raw materials &
Packaging finished products.
Usually multi-nationals.

Supply

Backward Integration

Manufacturing

Forward Integration
Distribution

Distributors

Multi-Level
Marketers

Wholesalers

Super
Markets

Power; Emerging Sector With High Potential

Next Steps
•

It is clear that the insurance industry in Nigeria is ripe for explosion.
However what is unclear is how this tremendous increase in penetration
will occur.

•

It can occur through either or a combination of these events:
– Regulation: Most industries in Nigeria have been changed drastically through
government policy. A shift in government policy regarding insurance can
trigger massive growth in the industry.
– Innovation: In the absence of government policy as a major driver of growth,
players in the insurance industry will have to deploy innovative approached to
increase their sales. Innovation can occur through either of the following:
•

Product Innovation: Need-based products that can sell themselves.

•

Sales Innovation: Driven, target oriented sales teams that are fully motivated to increase their sales.

What comparative advantages does your company possess? How will you deploy resources in 2014?
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AIICO: Our Results

Gross written premiums, in NGN millions (rounded)

8,567

9,029

7,968
4,547

3,893

8,215

3,581

4,900

2008
2008

2009

Industry position - Life

1

Industry position - Nonlife

6

After-tax earnings

N0.62bln

Shareholders Funds

N10.6bln







2010

10,017

10,701

2011

2012
2012

27% average growth per annum
(CAGR), driven by organic business
development
Clear market leader
Strong franchise with more than
750,000 policy holders
Wide distribution network with 1,500
active agents and 21 office
locations and area offices

1
3
N2.15bln
N12.5bln
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Our Future Perspective

Near-term Strategic Objective
 Achieve fast but profitable growth
 Instill performance driven culture and best-in-class
performance management practices.
 Improve operating efficiency and effectiveness
 Improve balance sheet size and risk management
 Brand, communications & Perception management
 Significantly
improve
profitability
through
investment income
 Significantly improve ROI as main driver of Life
business value (VNB & EV)
 Product innovation, customer management and
channel effectiveness
 Thought leadership and market development

Future Perspective
Nearly concluded $20m capital raising from IFC





Completed due diligence with IFC
On-going review and signing of legal agreements
On-going negotiations of financial terms of agreements
Fulfillment of conditions of disbursement

Imminent Strategic partnership with a global operator
 Profile and appraisal of target/ideal strategic investors
 On-going review of Information Memorandum (IM) with
prospective strategic investors with a view of defining scope of
technical partnership, areas of collaboration and knowledge
exchange programs

• Expand Technical partnership with global
insurers, brokers and other partner firms

re-

• Rapidly generate capital internally, via retained
earnings to boost shareholders’ funds in the nearterm

Achieve Robust Capital base, Retention/Underwriting Capacity and Balance Sheet Size

Thank you
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