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Rating: ACCUMULATE 
 

Initiating Coverage 

 Sector: Insurance
  

Recommendation 

Current Price (14-Jul) 3.20 

Target Price 3.58 

Upside (%) +11.7% 

 

Stock Information 

Market Cap (mm) 1,824.00 

Paid Up Capital (mm) 570.00 

52-Week High (AED) 4.00 

52-Week Low (AED) 3.06 

3M Avg. daily value (AED mm) 0.87 

 

 

 

 

 

 

 

 

 

 

 
 

Financial Ratios 

Dividend Yield (12m) 9.38 

Dividend Pay-out (%) 71.43 

Price-Earnings Ratio (x) 7.62 

Price-to-Book Ratio (x) 0.87 

Book Value (AED) 3.69 

Return-on Equity (%) 11.6 

Earning Per Share (AED) 0.42 

Beta 0.56 

 

Stock Performance 

5 Days 4.58% 

1 Months -5.88% 

3 Months -8.57% 

6 Months -10.71% 

1 Year -10.71% 

Month to Date (MTD) 4.58% 

Quarter to Date (QTD) -11.11% 

Year to Date (YTD) -10.71% 
 

 2017 2018 2019F 2020F 

P/E 8.03 7.62 7.33 7.65 

P/B 0.92 0.87 0.79 0.77 

Dividend Yield 7.8% 9.4% 9.4% 9.4% 
 

Attractive yield and diversified mix to drive valuation 

Well-diversified portfolio providing growth prospects 

Consumer segment Gross Written Premium (GWP) grew 

20.7% to AED 1,285 mm in FY17 and 11.8% to AED 1,436 

mm in FY18. While, commercial segment GWP rose 3.6% in 

FY17 to AED 1,359 mm and 8.5% to AED1,474 mm in FY18. 

Faster growth in the consumer segment was due to growth 

opportunities available in the motor and health insurance 

space as a result of favourable regulation changes announced 

over the years. Multiple product offerings help ADNIC in 

maintaining balance and opportunity to enhance profitability.   

GWP to expand at 10.0% CAGR during FY18–23E 

We estimate ADNIC’s GWP to increase at a Compound Annual 

Growth Rate (CAGR) of 10.0% to AED4.7 bn during FY18–23E, 

driven by more strategic partnerships and network expansion. 

Moreover, recovery in GDP, improvement in infrastructure and 

construction projects, and Expo 2020 would support ADNIC’s 

top-line growth. 

Strong dividend yield remains key catalyst for stock 

ADNIC distributed a Dividend Per Share (DPS) of AED0.30 for 

FY18, significantly higher than the DPS of AED0.25 in FY17 

and AED0.15 in FY16. This represents a dividend yield of 9.4% 

and a dividend pay-out rate of 71.4%. The dividend yield is 

higher than its peer’s average dividend yield of 5.4%. We 

expect the company to maintain similar pay-out in the near-

term 

Weakening solvency ratio raises concerns 

ADNIC’s solvency ratio is one of the lowest and below its 

peer’s average of 211%. In FY15, the solvency ratio dropped 

below 100%, leading to issuance of mandatory convertible 

bonds in FY16. Recently, the bonds were converted into 

equity, increasing total equity shares by 52.0% to 570 mm. 

Valuation 

We valued ADNIC using the residual income and P/BV multiple 

method. We assigned an Accumulate rating to ADNIC and a 

target price of AED3.58/share, given its unique business 

model and ability to grow even during crises. The stock is 

currently trading at a 2019 P/BV multiple of 0.79x compared 

to the peer average of 0.77x. However, the lower investment 

yield and falling solvency ratio remain a major downside risk 

to the stock. 
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1-year trading history and stock data 

 

Exhibit 1: 1-year trading history and stock data 

 

Source:- Bloomberg 

 

Exhibit 2: Stock Data 

Bloomberg  ADNIC UH Equity 

Reuters  ADNI.AD 

Closing market price (AED) on 10 July 2019 3.20 

Market capitalisation (AED mm)  1,824.00 

52-week High/Low (AED)  4.00/3.06 

52-week average daily volume traded (mm shares)  0.21 

52-week average daily value traded (AED mm)  0.76 

Free float (%)  79.46% 

Source:- Bloomberg/Reuters 
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Investment View 
 

Diversified business mix provides growth opportunities to multiple products 

ADNIC’s GWP from the consumer segment grew 20.7% to AED1,285 mm in FY17 and 11.8% to 

AED1,436 mm, while its GWP from the commercial segment rose 3.6% in FY17 to AED1,359 

mm and 8.5% to AED1,474 mm in FY18. Faster growth in the consumer segment was due to 

growth in the motor and health insurance segments over favorable regulation changes 

announced over the years. These regulations include the mandatory health insurance policy in 

Dubai, new tariffs for third-party vehicle insurance, and inclusion of insured person’s family in 

motor insurance policies. These regulatory changes increased the number of policy issuance in 

the health insurance segment and boosted the premium collection in the motor insurance 

segment. As a result, ADNIC’s GWP share from the consumer segment increased to 49.4% in 

FY18 from 44.8% in FY16. Thus, ADNIC’s diversified product mix would provide it opportunities 

to increase its overall profitability. 

Exhibit 3: Commercial segment GWP  Exhibit 4: Consumer segment GWP 

 

 

 

Source:- Company financials 

Going forward, we estimate commercial segment’s GWP to grow at a CAGR of 9.1% to 

AED2,275 mm during FY18-FY23E while its consumer segment’s GWP to increase at a CAGR of 

11.0% to AED2,421 mm during the same period. We expect improvement in economy, 

favorable demographic and events like Expo 2020 would drive the growth in near term. 

 

Sustained growth in GWP  

ADNIC’s GWP expanded at a CAGR of 8.3% to AED2.9 bn during FY15–FY18. This growth was 

ascribed to an addition of new product lines, expansion in international business, and strategic 

partnerships. On February 25, ADNIC inked a two-year deal with the Dubai Government 

Workshop (DGW) to provide innovative motor fleet insurance. Additionally, the mandatory 

health insurance and increased motor tariffs in the UAE in 2017 further boosted the company’s 

GWP. In March 2017, Dubai completed the mandatory health insurance scheme, which was 

introduced in 2014 and was rolled out in three phases. As per the law, all citizens (Emiratis) and 

expatriates in Dubai, including dependents and domestic workers should be covered under the 

health insurance policy. 
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Exhibit 5: Gross written premium  

 

Source:- Company financials 

 

We expect GWP to grow at a CAGR of 10.0% to AED4.7 bn in in FY18-23E, supported by 

innovative offerings, further network expansion, and more strategic partnerships. Additionally, a 

recovery in infrastructure and construction projects, improvement in economic and key 

upcoming events such as the World Expo 2020 UAE and Abu Dhabi Economic Vision 2030 

programs are set to stimulate ADNIC’s GWP growth in coming years. 

Loss ratio to remain range bound in coming years 

ADNIC’s loss ratio improved over the past four years to 72% in FY18 from 112% in FY15.This 

was mainly due to a decline in claims paid and an increase in its underwriting income. This 

indicates pricing discipline and strong underwriting standards over the years despite weak 

market conditions. Moreover, regulatory changes by Insurance Authority (IA) such as 

improvement in pricing for certain business lines and requirement of actuarial input to enhance 

technical awareness also supported the loss ratio. We expect loss ratio to remain in the range of 

72%-74% for the forecasted period.  

Exhibit 6: Loss ratio 

 

Source:-FABS estimate 

Higher dividend yield is among key catalysts 

ADNIC distributed a cash dividend of AED112.5 mn, or AED0.30 per share in FY18, which was 

30% of its share capital. This is higher than the AED0.25/share and AED0.15/share distributed 

in FY17 and FY16, respectively. The current dividend represents a yield of 9.4% and pay-out 

rate of 71.4%. This dividend yield is higher than the peers’ average dividend yield of 5.4%. 
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Exhibit 7: DPS and pay-out ratio 

 

Source:-FABS estimate 

Considering higher cash and cash equivalents of AED601 mm in 1Q19, there is a possibility of 

further increase in cash dividend in forecasted period. However, on conservative basis, we 

expect ADNIC to continue paying AED0.30/share as cash dividend over our forecast horizon. 

This would be an average pay-out ratio of 71% during FY19–22E. 

Strong network worldwide  

The company operates through a network of branches and has sales and service centers in the 

UAE. In Feb 2019, ADNIC opened two new locations at Tasjeel, taking total count to 20 

branches, offices and sales and service centres in the UAE. ADNIC offers a variety of products in 

over 90 countries across the Middle East, Africa, the Far East, Latin America and Europe. It also 

entered into various strategic partnerships that provided it opportunity to enter into newer 

markets. 

Decline in solvency ratio could lead to further equity dilution   

The solvency ratio of the top five companies deteriorated over the past five years, which can be 

seen in the chart below. Among these, ADNIC’s solvency ratio is one of the lowest and lower 

than its peer’s average of 211%. Earlier, ADNIC’s solvency ratio dropped below 100% in FY15, 

leading to the issuance of mandatory convertible bonds in FY16. The bonds were converted into 

equity shares on June 15, 2019. Following the conversion, ADNIC’s total number of shares 

increased 52.0% to 570 mm shares. Thus, a decline in solvency ratio below 100% could put 

ADNIC’s stock price under pressure, until new capital generates additional profits.  

However, ADNIC’s total capital held is AED570 mm which is significantly higher than the 

minimum capital requirement of AED100 mm set by an Insurance Authority. 

Exhibit 8: Solvency ratio 

 

Source:-FABS estimate 
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There are 30 listed insurance companies that account for more than half of the country’s GWP. 

Of which, the top five listed players (Orient Insurance, Emirates Insurance Co, Oman Insurance 

Co., Abu Dhabi National Insurance Co., and Al Ain Ahlia Insurance Co.) hold about 59% of the 

total GWP. These five companies’ total net premium earned expanded at a CAGR of 9.4% to 

AED3.6 bn during FY14-FY18, while net profit declined at a CAGR of 2.9% to AED564 mm, 

indicating pressure on solvency ratio. Net premium was boosted due to the regulatory reforms, 

while profitability was impacted due to lower investment income and margin pressure on pricing 

competition, mainly in health and motor insurance segments. Currently, the solvency ratio of 

the top five companies is above 100%. However, increasing competition could hamper the 

solvency ratio of the companies, leading to limited growth or additional capital requirement, 

which could lead to dilution of existing investor stake.   

Sustain decline in investment yield remains a key concern  

ADNIC’s investment book expanded at a CAGR of 11.9% to AED2.2 bn during FY14-FY18. After 

raising capital through bonds in FY16, the company’s investment book increased 43.7% YOY to 

AED1,945 mm in FY17 and 12.1% YOY to AED2,181 mm in FY18. However, ADNIC’s investment 

yield declined over the past three years, which remains a concern. 

Exhibit 9: Investment yield 

 

Source:-FABS estimate 

Lower yield was partially due to weak economic growth, volatile equity market and a subdue 

real estate market. However, ADNIC’s ability to generate higher returns against increasing 

investment book will remain one of the key negatives for the company. We believe further 

decline in investment returns could hamper the company’s profitability in the coming years. 
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Valuation 
 

Valuation methodology 

We have used Residual income and relative valuation multiple methods to arrive at our target 

price for ADNIC. 

Our valuation is based on the following assumptions:- 

Cost of Equity (COE) of 10.3% 

We have taken the UAE 10-year government bond yield of 3.5% as the risk-free rate, as the 

AED is pegged to the US dollar. The company’s adjusted beta (weekly returns since for last two 

years) is 0.75 and we assume an equity risk premium of 9.06%.  

Using the above assumptions, we arrive at a COE of 10.3%. 

Residual income method 

We have forecasted residual income for FY19-FY23E and applied discount rate to arrive at NPV 

for each year. To arrive at present value of residual income we have considered COE as 10.3% 

and terminal growth rate as 1.0%. To arrive at final residual income of the company we have 

added sum of book value and the present value of expected future residual income.  

 

Exhibit 10: Residual Income 

Particulars AED Mn 

Present value of Residual Income 25 

Terminal Growth 1.0% 

PV of Terminal value   31 

Shareholder's equity 2,066 

Total equity 2,123 

Shares outstanding 570 

Fair Price (AED) 3.72 

Current Price (AED) 3.20 

Upside/ (downside) 16.4% 

Source:-FABS estimate 

 

Peer group valuation 

We have valued ADNIC using P/BV multiple as the insurance company’s balance sheet consists 

of various assets such as stock, bonds and other securities. Unrealized gains and losses from 

these investment activities are captured in the book value and are not reported in its earnings. 

While identifying ADNIC’s peer group, we have chosen a mix of local and regional players 

similar to ADNIC. The company’s P/BV stood at 0.79x in FY19, lower than its past-5-year 

average of 1.03x and peers average of 0.77x. 

We have valued ADNIC by the weighted average of Residual Income (50.0%) and RV (50.0%) 

methodology, which gives a fair value estimate of AED3.58 per share (upside potential 11.7% 

over CMP) and “ACCUMULATE” rating.  
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SWOT Analysis 

 

Source:-FABS Analysis  

Strengths 

Technical Reserve: -  Sustain increase in technical reserves over the past three years. In 

FY18, technical reserves grew by 1.9% YOY to AED 4.0bn. In 1Q19, it has further increased to 

AED 4.8 bn, indicating ability to meet potential claims. 

Diversified product mix:-  ADNIC operates in muti-line insurance segment. Thus, weakness in 

one segment could be partially offset by growth or stability in another segment. Thereby, 

providing cushion to the bottom-line during downturn. 

Higher dividend yield:-  ADNIC has paid higher DPS over the past three years. Resultantly, 

higher dividend yield and pay-out ratio. Strong cash balance level and profitability led to higher 

dividend over the years. 

 

Weakness 

Investment returns: -  ADNIC’s investment return has declined over the past three years. It 

declined from 7.0% reported in FY16 to 4.9% in FY18 despite increase in its total investment 

book. Weak economic growth and subdues real estate market partially impacted the ADNIC’s 

investment returns. However, ability to generate higher returns will remain one of the key 

challenges for the company.  We believe further decline in investment returns could hamper the 

company’s profitability in coming years. 

 

Opportunities 

Strategic Initiatives 

ADNIC’s strategic initiatives such as partnership deal agreements, adoption of traditional and 

emerging distribution channels would help to further expand its business in new routes or 

markets. On Feb 25th, ADNIC inked two years deal with the Dubai Government Workshop 

(DGW) to provide innovative motor fleet insurance. Additionally, on same date, ADNIC has 

opened two new centres at Tasjeel in Sharjah to provide motor insurance services.  
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Construction Activities in the UAE 

Construction industry is expected to show improvement supported by Expo 2020, recovery in 

economy and oil prices as well as UAE Vision 2021 and Abu Dhabi Economic Vision 2030 

programs. According to Research and Market latest report (based in Dublin), construction 

industry is expected to grow 4.6% during FY2019-2023E and reach to USD101.2 bn in 2023E as 

against 1.08% growth in 2014-18 to USD80.7 bn in 2018.As per the report, the new investment 

is expected in residential, energy and utilities, infrastructure and commercial construction 

projects. 

Outlook for the UAE Insurance Industry 

Insurance industry outlook remains positive on economic recovery, stimulus packages, 

favourable demographic factors, improved solvency requirements, insurance authority’s 

initiatives to increase awareness, rising tourism, compulsory health insurance, increasing 

infrastructure and rise in vehicle sales. According to the Higher Technical Committee of the 

Emirates Insurance Association, total premium is expected to grow 15–20% in 2019 to about 

AED 60bn after showing slow growth of less than 1% in 2018. 

 

Threats 

Interest Rates 

Volatility in interest rates could adversely affect ADNIC’s investment returns. The company’s 

investment portfolio contains interest rate-sensitive investments such as municipal and 

corporate bonds. Interest rates are highly depending on domestic and international 

environment as well as government’s monetary policies. Thus, fluctuation in interest rate could 

impact the company’s profitability. 

Competition 

The UAE insurance market is fragmented and overcrowded with too many players competing for 

a same premium pie. Moreover, entry of new players into the market on compulsory medical 

insurance for lower income group in Dubai coupled with increasing influence of the brokers is 

leading to further increase in competition. With increase in number of automobiles on road, new 

entrants are focusing on motor insurance to improve their premium income and cash flow. This 

has resulted in reduced premiums for existing companies. Thus, the intensifying competition 

could negatively impact the company’s earnings.  

Changing Regulations 

The UAE’s insurance industry is regulated by the Insurance Authority (IA). In January 2019, IA 

has issued draft version focuses on commission caps for lump sum investments and fixed-term 

contractual plans for advisor as well as transparency about the product fees and commission 

while selling to the customers. Moreover, it has set out a three-stage plan for the 

implementation of the International Financial Reporting Standard for all insurance companies. 

Thus, adhering to the regulatory changes will present compliance and strategic challenges for 

ADNIC. Moreover, changes in government policy, legislation or regulatory interpretation, could 

adversely affect the company’s profitability and growth. 
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Company background 

Abu Dhabi National Insurance Company PSC (ADNIC) is a public joint stock company founded in 

1972 in Abu Dhabi, UAE. Its principal activity is the transaction of insurance and reinsurance 

business of all classes. The company has a countrywide network of branches and sales and 

service centers. ADNIC has a diversified portfolio and is expanding its footprint in the 

international business in over 90 countries across the Middle East, Africa, the Far East, Latin 

America and Europe. ADNIC is a leading provider of risk underwriting solutions across the MENA 

region. It has one wholly owned subsidiary, ADNIC International Ltd, located in the UK and 

offering multi-line insurance products. 

Key milestones, 1972-19 

1972 Incorporated on July 15, 1972 

2003 Listed on ADX exchange on July 6, 2003 under ADNIC stock code 

2012 In Dec, ADNIC has obtained the international quality certification ISO 9001:2008 for 

its good quality management systems. 

In Nov, ADNIC has signed a global overseas medical claims administration agreement 

with MSH International. 

In Dec, the company entered into a partnership with Ghantoot Marina and Resort to 

provide customized insurance solution for their members 

2013 ADNIC launched color coded medical insurance products in Sep. 

2014 In Oct, Opened sixth branch in The Village Mall in Musaffah, Abu Dhabi 

In Jun, ADNIC introduced color-coded motor policy products for fleet vehicles. 

2015 Partnered with The Mohammed Bin Rashid Fund for SME Support on December 30, 

2015 

Partnered with multi-specialty hospital Cleveland Clinic Abu Dhabi on November 04 to 

provide health insurance to 30-plus specialties across 12 institutes, including its 5 

centers 

In Nov, ADNIC signed partnership with multispecialty hospital Cleveland Clinic Abu 

Dhabi. The agreement will provide ADNIC access to more than 30 specialties across 

the hospital’s 12 Institutes. 

2016 In Jan, ADNIC inked deal with with Schlumberger Group to provide insurance and 

reinsurance coverage for Schlumberger’s regional oil and gas operations. 

2017 Established wholly owned subsidiary, ADNIC International Ltd, in London on October 

22, 2017 

2019 On 25 Feb, ADNIC signed two years deal with the Dubai Government Workshop 

(DGW) to provide innovative motor fleet insurance. It has also opened two new 

centres at Tasjeel in Sharjah to provide motor insurance services. 

Sources:-Company websites, ADX 

 

Major shareholder  

Based on Bloomberg data, the Abu Dhabi Investment Council is the largest shareholder in the 

company with a 23.8% stake, followed by Al Otaiba Khalaf Bin Ahmed (10.1%), Shalnaahyan 

Tahnoun Bin Mohammed (5.3%), and Al Dhabi Investment PJSC (5.1%). 
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Company profile and analysis 

Revenue Mix 

The group is organized into two main business segments:  

Commercial business: This incorporates all classes of products including marine hull, marine 

cargo, energy, aviation, engineering, and property. 

Consumer business: This incorporates all classes of products comprising accident, motor, life 

and medical. 

Exhibit 11: Gross written premium 
 

Exhibit 12: Net premium earned 

 

 

 

Source: Company financial  

 

Distribution channels 

ADNIC uses various distribution channels to increase its customer base and revenue generation. 

The major channels of distribution are bancassurance, affinity programs, direct marketing, 

social insurance, insurance brokers, and internet portals. 
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Industry Overview 
 

UAE insurance market overview 

The UAE insurance market is the largest in the region and ranked 39 globally in terms of GWP. 

Increasing population, a well-diversified economy, and new forms of insurance products boosted 

growth in the domestic insurance industry. 

Exhibit 13: Premium Per capita 

 

Source: IA  

The International Monetary Fund (IMF) projected the UAE population to continue to grow at 

3.1% per year starting 2019 until 2023E, while GDP to grow at average 3.0% during the same 

period, which would resultantly improve the premium per capita in the coming years. 

Penetration remains below advanced market 

The UAE insurance sector has the highest penetration in the region. This was mainly due to a 

diversified economy and the high number of expatriates generating greater demand for various 

insurance products. However, the penetration rates were lower than the advanced market 

average of 7.8% and global market average of 6.1%. This therefore indicates further 

opportunity for the UAE’s insurance industry, supported by strong government regulations and 

favourable demographics. 

Exhibit 14: Gross written premium 
 

Exhibit 15: UAE premiums as of GDP 

 

 

 

Source:IA,IMF,Swiss re,*Calculated based on the IMF’s GDP estimation and S&P’s premium estimation 

The UAE government is creating and enforcing strict norms to make the insurance sector 

globally competitive. Consequently, even with low penetration levels, the sector is growing 

steadily over the past few years, in line with rising GWP. 
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GWP to reach AED62.2bn in FY23E after registering strong 11% CAGR over FY13–17 

The UAE insurance market enjoyed healthy growth over the past few years, except in 2018. 

Based on S&P’s reports, GWP grew by less than 1% in 2018 from about 12% in 2017. The 

strong growth in 2017 was attributed to regulatory changes that increased motor tariffs and 

compulsory medical coverage for lower-income residents in Dubai. However, the slower growth 

rate in 2018 was due to a reduction in consumer spending after VAT implementation, 

corporations’ cost-cutting measures, reduced rates for a few motor and medical businesses, and 

no new mandatory insurance covers. 

Exhibit 16: UAE GWP 

 

Source: IA;*;- Calculated based on  S&P’s premium estimation  growth  

Going forward, we expect total GWP to grow at 6.2% to AED48.0 bn in FY19 and at the CAGR of 

6.7% each over 2020-23E. The sustain growth in GWP is supported by increased spending on 

infrastructure in Abu Dhabi after the adoption of an AED50 bn stimulus package and 

investments in Dubai for the upcoming Expo 2020. Also, we believe a higher GDP growth rate 

and favourable demographic would continue to support the UAE’s GWP growth. 

Economic growth, favorable demographics and supportive regulation to support GWP  

 Growing population and increasing per capita income will lead to higher demand for 

vehicles, housing and healthcare, increasing requirements of insurance covers. 

 High composition of expatriates and a diversified economy would create demand for life and 

non-life insurance products in the coming years. 

 Ongoing mega projects, such as Dubai South, Dubai Hills Estate, Shindagha Corridor, Union 

Railway, Deira Islands, etc., would boost construction activities across sectors. After the 

completion of these projects, there will be a larger base of insurable assets, which will 

provide underwriting opportunities to insurance firms.  

 Improving regulatory environment has been transforming the sector. Over the past five 

years, IA has introduced several regulations, such as financial reporting standards, caps on 

equity and real estate investment of insurers, higher motor tariff, mandatory health 

insurance, solvency requirement, etc. These regulations have opened up the insurance 

market. We believe such regulations would further drive growth in the sector in the coming 

years. 
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Hike in foreign ownership limit to enhance investment 

According to the Insurance Authority (IA) in the UAE, there are about 62 insurance companies 

in the country. Of which, 35 are national insurance companies and the remaining 27 are foreign 

companies. Of the national players, 11 firms offer Takaful insurance. Furthermore, 15 national 

companies and 2 foreign companies offer all types of insurance services. There is only one 

national company that offers underwriting export credit insurance. About 30 insurance 

companies are listed on Abu Dhabi or Dubai stock exchanges. These listed insurance companies 

constitute more than half of the country’s GWP. The top five players: Oman Insurance Co., 

Orient Insurance, Abu Dhabi National Insurance Co., Emirates Insurance Co., and Al Ain Ahlia 

Insurance Co., accounted for 59% of the GWP in 2018, indicating a greater industry 

concentration at the top. Separately, IA is planning to increase a foreign ownership limit in 

insurance companies from current 49% to 100%. The move mainly aims at stimulating foreign 

capital investments in the insurance sector. 

Exhibit 17: Share of domestic and foreign firms in GWP 

 

Source: IA 

Despite high growth in life insurance, general insurance has leading market share 

General insurance forms the largest part (74%) of total GWP in the UAE. During FY13–17, life 

insurance premium rose at a CAGR of 13.7%, while that of the general insurance segment 

advanced at a CAGR of 10.1%. However, slow economic growth and intense competition hit 

both segments’ growth rates in 2018. 

Health and motor insurance constitute about 80% of the total general insurance segment. Motor 

insurance premium declined 15–18% in 2018 due to intense competition as insurance 

companies sought to increase liquidity levels and maximize market shares by increasing sales. 

Meanwhile, mandatory health insurance would encourage new entrants to the market and in 

turn subdue rates and profitability. However, we believe the government’s various initiatives 

and improvement in car sales would cushion the impact of falling premium prices in the health 

and motor businesses. 

61.8% 60.3% 60.3% 62.2% 62.8% 
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FY13 FY14 FY15 FY16 FY17

National companies Foreign Companies



 

 

7/15/2019 16 

Abu Dhabi National Insurance Company 

Exhibit 18: Segmental Gross Written Premium 

 

Source: IA  

The UAE life insurance market is undergoing changes due to several regulatory measures 

implemented by the UAE Insurance Authority. The government body’s new measure includes 

caps on overall fees and commissions charged to customers as well as restrictions on indemnity 

commissions. Life insurance is more popular among expatriates as nationals are covered under 

the state’s welfare programs. The outlook for life insurance is mixed. The Emiratization drive is 

paring the number of expatriates in the UAE and thus impacting its life insurance market. 

Meanwhile, the new visa rule allowing expatriates aged over 55 to retire in the UAE could boost 

the country’s life insurance sector. 

Retention ratio declined due to increased capital requirement 

The following graph compares the loss, expense and commission ratios for health insurance and 

motor insurance. The ratios were calculated after deducting reinsurance amount. 

Exhibit 19: Ratios 

 

Source: IA;  ratio is calculated based on 2017 figures  

Retention ratio for both the segments declined sharply which can be attributed to mandatory 

health insurance introduced by regulator for expatriates in Dubai to be completed in phase from 

2014 to 2016. Supported by this and changes in motor insurance regulation GWP in UAE grew 

at a CAGR of 10.1% from 2014-17. This also resulted in increase in capital requirement for 

insurance companies as a result retention ratio declined from 2016 to 2017. Thus, partially 

transferring the risk to reinsurance companies, insurance companies can charge competitive 

rates to policyholders and also limit their risk on its books.  
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Exhibit 20: Retention ratio for motor 

insurance  

 
Exhibit 21: Retention ratio for health 

insurance 

 

 

 

Source:IA, ratio is calculated based on 2017 figures    

 

National companies dominating share in general insurance while, foreign companies 

in life  

National insurance companies accounted for 62.8% of the total GWP in 2017. Of which 77.9% 

share is from general insurance products and the remaining 20.2% is from life insurance 

products. The share of foreign companies accounted for 37.2% of the total GWP in 2017. Of 

this, 79.8% came from life insurance products and about 22.1% from general insurance 

products. 

Exhibit 22: Segment-wise share of 

National Insurance Cos 

 
Exhibit 23: Segment-wise share of 

Foreign Insurance Cos 

 

 

 

Source: IA 
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Regulations 

Implementation of various regulations by the Insurance Authority over the years is transforming 

the sector into more systematic and paving way for smooth operations, developing a 

competitive environment, and safeguarding the interest of policyholders. The key regulations 

implemented so far include mandatory health insurance scheme, cap on investment in different 

asset classes, new vehicle insurance tariff, and minimum capital requirement. Such laws are 

boosting growth in premiums, and improving asset quality, profitability, and governance in the 

sector. 

In May 2017, IA launched a Strategic Plan 2017‒21. The objective of the plan was to ensure the 

continuity of growth in the insurance sector, increasing its contribution to GDP, enhancing 

competitiveness, modernizing legislation, and training nationals in the sector.  

In January 2019, the insurance regulator released a draft regulation related to life insurance 

which focused on limiting commissions paid for lump-sum investments and fixed-term 

contractual plans, and transparency in product fees. Once implemented, the regulation would 

reduce advisers’ total income but safeguard policyholders’ interest. 

In May 2019, the authority amended claim-related regulations. As per the amendment, insurers 

are obliged to provide written reasons for rejecting claims of the insured. 

In June 2019, IA created "the Nuclear Insurance Pool" that consists of a group of national 

companies to provide coverage to the nuclear energy sector in the UAE. IA believes such steps 

would lead to retention of a larger percentage of premiums in the state and building expertise in 

the specialized line of business. 

While some of these regulations are currently putting pressure on the industry’s growth and/or 

profitability, we believe these new laws would improve insurers’ credit profiles and asset quality.   
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Is Consolidation of sector expected in coming years? 

The UAE Insurance Authority’s stringent regulations in the life insurance segment and a larger 

number of players competing for the same pie of market could lead to consolidation in the 

insurance industry. There are 30 listed insurance companies in the UAE, of which, about 5 top 

insurers account for about 59% of the market share by GWP. The remaining 41% share is 

distributed among the remaining 25 insurers, indicating intense competition in the market. 

Hence, smaller players are struggling for scale and profitability. Moreover, survival of smaller 

players would become difficult during lower investment returns in a weak macroeconomic 

condition and due to the implementation of mandatory capital requirements regulation. On the 

other hand, bigger players, such as ADNIC, have an edge due to their large scale of operations 

and capacity to win high-risk and high-value contracts. As a result, companies with increasing 

losses and higher expense ratio could be an attractive target for larger insurance companies.  

Herfindahl-Hirschman Index methodology 

We have used Herfindahl-Hirschman Index methodology (HHI) to find out the sector 

competitiveness. HHI is a common measure of market concentration and is used to determine 

market competitiveness, often pre- and post- M&A transactions. A market with an HHI of less 

than 1,500 is considered to be a competitive marketplace, an HHI of 1,500 to 2,500 to be a 

moderately concentrated marketplace, and an HHI of 2,500 or greater to be a highly 

concentrated marketplace. 

Exhibit 24: Market share by GWP 

 

Source:-Company Financial Statement, FABS estimate 

Based on the above charts, Oman Insurance Company is a market leader following Orient 

insurance and ADNIC. 

Considering the above five major players in the market we calculate HHI as under 

HHI  = (16.9)2 + (16.8)2 + (13.3)2 + (6.9)2 + (4.8)2 

815  = 286 + 282 + 177 + 48 + 23 

Thus, the above calculations indicate the market is competitive. 

 

Key Challenges for consolidation 

We believe consolidation of UAE insurance sector will take some more time due to various 

challenges. Majority of insurance companies are belongs to individuals who have many other 

businesses and insurance is only a small part of their total businesses’. Therefore, it’s not their 

high priority to liquidate the assets. On the other hand, there are many players in the market 

who wants to sell their business on higher valuation and hence lack buyers in the market.   
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Stock Market Performance 

On YTD basis, insurance indices in the GCC have been volatile and posted mixed returns. 

Among the GCC insurance indices, Dubai has delivered highest return of 23.5%, while Saudi 

Arabia and Qatar have posted a single-digit return of 5.2% and 3.7%, respectively. On the 

contrary, Bahrain Insurance Index declined by 14.5% YTD and ADX by 11.5%.  

Exhibit 25: Market share by GWP 

 

Source: Bloomberg  
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Financial Performance 

Exhibit 26: ADNIC P&L 

AED mm 2015 2016 2017 2018 2019E 2020E 2021E 

Gross premium 2,291 2,375 2,643 2,909 3,651 3,895 4,154 

Reinsurance share of ceded premiums (1,193) (1,337) (1,411) (1,567) (2,332) (2,491) (2,662) 

Net premium 1,098 1,038 1,232 1,342 1,320 1,403 1,492 

Net change in unearned premium reserve 187 44 (195) 88 37 39 42 

Net premium earned 1,285 1,082 1,038 1,430 1,356 1,442 1,534 

Commissions earned 98 131 152 151 196 196 205 

Commissions incurred (147) (139) (144) (144) (164) (165) (171) 

Gross underwriting income (A) 1,236 1,073 1,046 1,437 1,388 1,474 1,567 

Net claims paid (1,158) (778) (633) (958) (1,014) (1,068) (1,138) 

Net claims incurred (B) (1,435) (705) (706) (1,028) (969) (1,048) (1,138) 

Underwriting Income (A+B) (199) 368 340 409 419 426 429 

Net Underwriting Income (229) 343 304 369 384 390 393 

Total income (127) 445 418 465 482 486 492 

General and administrative expenses (208) (240) (191) (230) (233) (248) (259) 

Net profit attributable (335) 205 227 236 249 238 233 

 

Exhibit 27: ADNIC B/S 

AED mm 2015 2016 2017 2018 2019E 2020E 2021E 

Assets       
 

Property and equipment 80 76 70 72 73 75 77 

Investments 1,292 1,354 1,945 2,181 2,321 2,438 2,561 

Investment properties 782 758 741 710 710 710 710 

Trade and other receivable 769 944 974 1,078 1,221 1,226 1,242 

Reinsurance Contract Assets 2,013 2,327 2,262 2,355 2,540 2,596 2,669 

Statutory deposits   10 10 10 10 10 

Deposits   482 508 508 508 508 

Bank balance and cash 667 1,030 214 337 403 502 585 

Total Assets 5,604 6,488 6,697 7,250 7,785 8,064 8,362 

Equity & Liabilities         

Equity       
 

Share capital 375 375 375 375 570 570 570 

Legal reserve 188 188 188 188 188 188 188 

General reserve 550 550 750 850 1,139 1,246 1,314 

Investments revaluation reserve 42 33 93 86 116 116 116 

Mandatory convertible bonds  - 306 306 306 0 0 0 

Retained earnings 87 314 264 297 284 244 238 

Total Equity  1,241   1,765   1,976   2,102   2,296  2,363 2,425 

Liabilities        

Employees' end of service benefits 27 31 31 32 32 32 32 

Trade and Other accounts payable 853 930 753 1,131 1,454 1,503 1,552 

Mandatory convertible bonds  - 83 55 28 0 0 0 

Insurance Contract Liability 3,483 3,680 3,882 3,958 4,002 4,165 4,352 

Loans from financial institution - - -     

Total technical reserves - 3,680 3,882 3,958 4,002 4,165 4,352 

Total Liabilities 4,363 4,723 4,722 5,149 5,489 5,701 5,937 

Total Equity & Liabilities 5,604 6,488 6,697 7,250 7,785 8,064 8,362 
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Exhibit 28: ADNIC Cash Flow Statement 

AED mm 2015 2016 2017 2018 2019E 2020E 2021E 

Operating activities        

Profit for the period (335) 205 227 236 249 238 233 

Adjustments for: - - -     

Net movement in unearned premiums reserve (187) (44) 195 (88) (9) 52 54 

Change in gross o/s claims and lBNR reserves 484 112 108 83 56 108 130 

Chg. in reinsurance share in o/s claims & IBNR 
reserves 

(206) (185) (35) (12) (184) (56) (73) 

Depreciation expense 12 11 13 13 15 16 18 

Net impairment loss on Trade Receivables 12 37 (20) 3 - - - 

Gain/Loss on disposal of invest.carried through P&L 0 (4) - (0) - - - 

Gain/Loss on disposal of property & equipment 0 (0) (0) (0) - - - 

Chg. in fair value of invest. carried through P&L (5) (13) (8) 7 - - - 

Chg in fair value of invest. Properties (Reval.) 1 27 17 32    

Net amortization expense 2 2 3 3 - - - 

Accretion on mandatory convertible bonds - 1 1 2  - - 

Amort.of transaction cost - mandatory convert. Bonds - 0 0 0  - - 

Provision for employees' end of service benefits 4 6 4 4 1 - - 

Working Capital Changes        

Insurance bal. Trade rece. prepayments & other 
receivables 

116 (212) (9) (108) (143) (5) (16) 

Trade and other payables 204 77 (176) 377 323 49 49 

Cash (used in) from operations 103 20 320 553 308 402 394 

Employees' End of service benefits paid (2) (2) (5) (4)    

Net cash (used in) from operating activities 100 18 316 550 308 402 394 

Investing Activities        

Proceeds from sale of investments 503 640 527 494 - - - 

Purchase of investments (460) (674) 
(1,06

8) 
(749) (110) (117) (123) 

Change in bank deposits (339) (56) 71 (26) - - - 

Purchase of property and equipment (12) (7) (7) (15) (16) (18) (20) 

Proceeds from disposal of property and investment 0 0 0     

Payment of investment properties under development (2) (2) (0) (1) - - - 

Net cash from (used in) investing activities (311) (99) (479) (298) (126) (135) (143) 

Financing Activities        

Dividend paid - - (56) (94) (113) (171) (171) 

Directors' remuneration - - (6) (6)    

Interest payment on mandatory convertible bond - - (29) (29)    

Proceeds from issuance of mandatory convertible 
bonds, Net 

- 387 - -  - - 

Repayment of loan from financial institution (21) - - - - - - 

Increase in share capital        

Change in loss adjustment expense reserve     (2) 3 3 

Net Cash (used in) from Finance Activities (21) 387 (91) (129) (115) (168) (168) 

Net (increase) decrease in cash & cash 
equivalents 

(231) 306 (254) 123 66 99 83 

Cash and cash equivalents at the beg. of the period 622 161 468 214 337 403 502 

Cash and cash equivalents at the End of the period 391 468 214 337 403 502 585 
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Exhibit 29: ADNIC Ratios 

 
2015 2016 2017 2018 2019E 2020E 2021E 

Expense ratio 22.3% 25.3% 21.1% 18.3% 17.4% 17.5% 17.1% 

Claims loss ratio 111.7% 65.2% 68.0% 71.9% 71.4% 72.6% 74.2% 

Combined ratio 134.0% 90.5% 89.1% 90.2% 88.9% 90.2% 91.3% 

Return on avg. equity capital (ROE) -23.3% 13.6% 12.2% 11.6% 11.3% 10.2% 9.7% 

Underwriting leverage ratio 1.04 0.66 0.69 0.70 0.63 0.64 0.67 

Investment yield 5.8% 7.0% 6.0% 4.9% 2.8% 2.6% 2.5% 

Net profit ratio -26.0% 19.0% 21.9% 16.5% 18.3% 16.5% 15.2% 

Retention ratio 56.1% 45.5% 39.3% 49.2% 37.1% 37.0% 36.9% 

Commissions incurred 6.4% 5.9% 5.4% 5.0% 4.5% 4.2% 4.1% 

P/E x NM 8.90 8.03 7.62 7.33 7.65 7.83 

P/BV x 1.47 1.03 0.92 0.87 0.79 0.77 0.75 

EPS -0.89 0.36 0.40 0.42 0.44 0.42 0.41 

DPS 0.00 0.15 0.25 0.30 0.30 0.30 0.30 

BPS 2.18 3.10 3.47 3.69 4.03 4.15 4.25 

Dividend Yield (%) 0.0% 4.7% 7.8% 9.4% 9.4% 9.4% 9.4% 

Dividend-Payout (%) 0.0% 41.7% 62.7% 71.4% 68.7% 71.8% 73.4% 
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Research Rating Methodology: 

 

Rating Upside/Downside potential 

BUY >15% 

ACCUMULATE >10% to 15% 

HOLD 10% to -5% 

REDUCE <-5% 
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DISCLAIMER 

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and 
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Exchange, Dubai Financial Market and NASDAQ Dubai.  The information, opinions and materials contained 
in this report are provided for information purposes only and are not to be used, construed, or considered 
as an offer or the solicitation of an offer or recommendation to sell or to buy or to subscribe for any 
investment security or other financial instrument.  The information, opinions and material in this report 
have been obtained and derived from publicly available information and other sources considered reliable 
without being independently verified for their accuracy or completeness.  FABS gives no representation or 
warranty, express or implied, as to the accuracy and completeness of information and opinions expressed in 
this report.  Opinions expressed are current as of the original publication date appearing on the report only 
and the information, including the opinions contained herein, are subject to change without notice.  FABS is 
under no obligation to update this report. The investments referred to in this report might not be suitable 

for all recipients.  Recipients should not base their investment decisions on this report and should make 
their own investigations, and obtain independent advice, as appropriate.  Any loss or other consequences 
arising from the uses of material contained in this report shall be the sole and exclusive responsibility of the 
recipient and FABS accepts no liability for any such loss or consequence.  The value of any investment could 
fall as well as rise and the investor may receive less than the original amount invested. Some investments 
mentioned in this report might not be liquid investments, which could be difficult to realise in cash.  Some 
investments discussed in this report could be characterised by high level of volatility, which might result in 
loss. FABS owns the intellectual property rights and any other material contained in this report.  No part of 
this report may be reproduced, utilised or modified in any form either in whole or in part or by any 
electronic, mechanical or other means, now known or hereafter invented, including photocopying and 
recording, or stored in any retrieval system without the prior consent of FABS in writing.  While utmost care 

has been taken to ensure that the information provided is accurate and correct, neither FABS, nor its 
employees shall, in any way, be responsible for the contents. By accepting this document, the recipient 
agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/restrictions. 
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