





















































































































































In 2019, the total investment portfolio managed by insurers in
Europe grew 4.2% to €10 433bn, after a 1.6% decline in 2018.
The growth was driven by the 4.5%* increase in continental
Europe’s premiums in 2019, as well as the positive performance
of financial markets, which recovered after a turbulent fourth
quarter of 2018 caused by international trade tensions and
concerns about increases in interest rates by the US Federal
Reserve.

Double-digit growth in portfolios was reported by Insurance
Europe’s member associations in Hungary (18.8%), Bulgaria
(17.9%), Sweden (16.8%), Turkey (14.5%), Greece (14%), Latvia
(13.5%), Iceland (13.3%), the Netherlands (13.1%) and Norway
(10.9%).

Strong performance was also registered in Finland (9.8%) and
France (8.5%), as well as Portugal (8%), Slovakia (7.9%) and
Croatia (7.5%).

Only a handful of markets witnessed shrinkage in their portfolios,
notably Liechtenstein (-8.5%), the UK (-8.1), the Czech Republic
(-8.4%) and Denmark (-6.8%6). The drop in the Czech Republic
is related to a significant change in the structure of the local
insurance market in 2019, including mergers and portfolio
transfers among some dominant insurers.

2.2 Impact of financial market
performance

After a slump at the end of 2018, stock markets had a bumper
year in 2019. Indeed, many financial indices produced double-
digit increases. For example, the Euro Stoxx 50 reached 3 745
on the closing day of 2019, a massive 25% higher than at the
end of 2018. Both the German DAX and the French CAC 40
showed similar performance (+25.5% and +26.4% respectively).
Italy’s FTSE MIB increased 8.8%, despite economic stagnation in
2019 in ltaly, while the UK’s FTSE 100 — affected by Brexit —
closed the year “only” 11.5% higher than at the end of 2018.

Chart 41: Premiums provide a stable source of funding
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Insurance markets investing large proportions of their portfolios
in unit-linked and index-linked products (such as Luxembourg,
Ireland, Finland, Hungary and the UK) benefited the most from
this development.

In addition, after a spike in political uncertainty in 2018, the
political and economic outlook began to stabilise during 2019.
This contributed to European government bond yields coming
down in all EU countries, with some becoming negative.

In Germany, the 10-year government bond yield decreased 49
bps to -0.30%. In France the drop was 66 bps to 0.04%, in
Luxembourg 65 bps to -0.23% and in Austria 65 bps to -0.04%.

In countries in which government bond yields are traditionally
characterised by higher volatility, the decline was more
pronounced: -127 bps in Hungary down to 1.88%, -130 bps in
Portugal to 0.41%, -161 bps in Italy to 1.37%, -177 bps in Cyprus
to 0.57%, -286 bps in Greece to 1.42%. Figures published by
EIOPA reveal that insurers that invest a significant share of their
portfolios in government bonds saw the value of this segment of
their portfolios grow steadily in 2019.

Insurance Europe

EU GDP grew 3.4% in 2019 and insurers’ investment portfolio as
a share of GDP increased 0.5pp to 58.8%.

Overall, the strategic asset allocations of insurers’ portfolios did
not change significantly in 2019 compared with the previous year.
Insurers continued to invest predominantly in debt-like products,
notably government and corporate bonds.

The composition of the assets in insurers’ investment portfolios
varies greatly between countries. The investment strategy depends
on the financial market infrastructure and the range of products
historically offered to policyholders. This means that companies
in some countries tend to invest in low-risk, fixed income assets,
while others favour more variable placements and take on the risk
associated with their choice of investment strategy.

At one end of the spectrum are the Spanish insurers that invest
three-quarters of their portfolio in government bonds. At the
other are insurers in Luxembourg, Ireland and Liechtenstein,
with respectively 67%, 71% and 80% of their portfolios held
in assets for unit-linked and index-linked contracts. In the case
of Luxembourg, national policies play a key role in making unit-
linked contracts attractive to customers.



Chart 42: Insurers’ investment portfolio as % of GDP — 2018-2019
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Chart 43: Structure of insurers’ investment portfolio — 2019
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Chart 44: Composition of investment portfolios by country — 2019
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3. Market structure

3 906

Insurance companies

945 000

direct employees

Distribution structures across EU
markets are diverse, adapted to
consumers’ needs and constantly
evolving
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3.1 Companies and employees

Companies

At the end of 2019, there were a total of 3 906 insurance
companies in Europe: 3 653 were licensed domestic undertakings
(including subsidiaries) and 46 were third-country branches
according to EIOPA?3, plus 148 insurance companies in Switzerland
and 59 in Turkey*. There were also 1 684 active licensed EEA

branches operating in Europe.

During the course of 2019, 57 new domestic
undertakings and 93 EEA branches were
licensed. Notably, Germany and France each
registered nine new domestic undertakings,
while eight were registered in Luxembourg,
seven in Ireland, five in Malta and four in
the UK. The UK saw 13 EU/EEA branches
opened, Germany and lItaly 11 each, and
Spain, France and the Netherlands seven
each.

13 Register of Insurance Undertakings, EIOPA
14 Association data
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Chart 46: Registered
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Chart 45: New licences issued — 2019%
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Table 3: Top 15 European insurers by GWP — 2019 Employment
In 2019, there were over 945 000 direct employees in the

Group Country GWP (€m) European insurance sector, a figure largely unchanged from the
G Axa France €99 852 previous year. Additionally, EIOPA estimated in its 2018 report,
a Allianz Germany €82 919 “Insurance Distribution Directive — evaluation of the structure of
G Generali Italy €69 785 insurance intermediaries markets in Europe”, that in 2017 there
a Zurich Switzerland €12 932 were nearly 1.1m intermediarit_as in Eur.op.e, including brokers,
G brudential UK €40 250 agents, bancassurance or other intermediaries.
G Talanx Germany €39 494
a Crédit Agricole Assurances  France €36 968 The European insurance sector
G UK €35 632 AN I employgd over 945 000 people
a CNP France €33 436 - directly in 2019
@ BNP Paribas Cardif France €23 884
@ Mapfre Spain €23 044
@ Aegon Netherlands €18 138
@ Poste Vita Italy €17 972
@ Ergo Germany €17 650
G Covéa France €17 492

Source: “2019 ranking of the largest European insurance groups”, MAPFRE
Economic Research, July 2020 (link)
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3.2 Distribution channels

Insurance is sold either directly by insurers or through several
different channels, the most common of which are brokers,
agents and bancassurance. The popularity of each channel varies
depending on both the market and the type of insurance product.
This diversity of channels, which makes it possible for insurers to
adjust to the differing cultures, needs and preferences in individual
markets, is in the interest of consumers.

Life insurance

Among the largest life insurance markets, products were mainly
sold via bancassurance in Italy (75% of GWP in 2018, which is
the most recent year for which a breakdown is available), in Spain
(64.9%) and in France (65%), whereas in the UK life products
were mainly sold by brokers (71%).

The other European markets in which bancassurance was most
dominant were Malta (82.1%), Turkey (79.7%) and Portugal
(80%0).

Agents were the main distribution channel in Luxembourg
(42.5%) and Germany (46.9%).
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Chart 47: Life distribution channels (% of GWP) — 2018
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Bancassurance is the main life
distribution channel in Europe

Non-life insurance

In both large and small markets, non-life insurance policies were
mainly distributed through agents and brokers.



Chart 48: Non-life distribution channels (% of GWP) — 2018
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Agents predominated in Italy (75.3%), Poland (65%), Turkey
(59.6%) and Germany (57.7%). Meanwhile, brokers accounted
for 67% of non-life premiums in Bulgaria, 61.2% in Belgium and
51% in the UK.

In contrast, Croatia had the largest proportion of non-life products
sold directly (57.7%), followed by Finland (54.3%).

Developments in distribution

Advances in distribution are driven by changes in consumer
needs and preferences, as well as by regulatory and technological
developments.

On the regulatory side, the latest EU legislation — such as the
Insurance Distribution Directive and the Packaged Retail and
Insurance-based Investment Products (PRIIPs) Regulation — is
likely to have an impact on existing distribution structures, as are
regulatory developments in individual EU countries.

Technological advances are significantly changing consumers’
expectations of insurance and will have an impact on the structure
of the market. Consumers are embracing innovation in financial
services; they want new
products and services that
respond to their needs and
the added convenience
of interacting with their
insurers when, how and
where they want.
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Likewise, the digital environment enables both
established companies and insurtech start-ups to
bring new products and services to the market much
faster and to better meet consumers’ emerging
needs. Alternative communication channels, such
as social media, make choosing or buying insurance
more efficient. No longer an annual transaction, the
consumer/insurer relationship in the digital age is more
of a day-to-day experience.

It is crucial that the EU regulatory framework remains
conducive to innovation and allows consumers,
established companies and new market entrants/start-
ups to benefit from the opportunities that digitalisation
offers. Regulation and supervision should therefore be
activity-based to ensure that consumers are effectively
and equally protected whether they purchase their
insurance products from established insurers or from
new market entrants.
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European Insurance in Figures and its dataset are available on the Insurance Europe website: www.insuranceeurope.eu
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