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Insurance industry in Russia poised for growth and closer integration with international insurance market

November 2010 meetings of reinsurers in Moscow are mile-stones on this way 

Russian insurance industry is facing new challenges

Currently Russian insurance market can be described as a middle-sized one and stable – with no major bankruptcies among insurance companies registered in recent years.  An outstanding feature of this marketplace is its considerable unrealized growth potential. 

In today’s Russia too many risks are not insured or underinsured.  The current demand for insurance services - all restraints on the part of the paying capacity of individuals and companies taken into consideration - is far from being fully met.      

Meanwhile Russian economy has resumed its growth, is on the track toward greater sophistication, diversity and openness and thus drives demand for all types of insurance services.  Insurance protection should be available commensurate to various perils, including those stemming from natural and man-made disasters.  Households need affordable fire insurance, farmers (many export their products abroad) require crop insurance to compensate for losses, demand is also rising for civil and professional liability insurance, since licensing procedure is gradually substituted by insurance instruments.  The devastating wildfires this Summer  in many Russian regions left many wondering – where is insurance protection, why only  few losses have been indemnified by insurers and the burden of compensations shouldered mainly by the Government.  

One of the key reasons of such an unsatisfactory situation is lack of funds, deficit of financial capacity of the Russian insurance industry.    

Key data 

If the maturity of the market is measured by the share of premium in GDP, Russia has a long way to go.  Insurance industry contributed modest 2, 5% to the Russian GDP in 2009 (in preceding years even less) against 7, 5 % or so in some European countries.  

During the last four years insurance expenditures of the population have been in the range of $119 to $141 per capita (compulsory medical insurance excluded).


Premium volume (all classes of insurance) was $33 bln. in 2008 and is likely to amount to $32 in 2010 (if data of the first half of 2010 is projected for the whole year). 

The size of annual premium income of one Russian “average” insurance company is something close to $45 mln.

Still, market infrastructure and qualified stuff are here, gaps in legislation are gradually filled.   

In the middle of 2010 Russian insurers had 116, 2  mln. insurance contracts in force.  


Strong majority of companies have survived the recent crises.  645 insurance companies have filed reports to the supervisory authority for the first half of 2010 compared to 693 at the end of 2009 and 749 in 2008.  

Trends and features of the Russian insurance industry 

· Consolidation and higher statutory requirements

In the forthcoming years market consolidation will be driven by higher capital requirements, stricter control over insurance contracts’ implementation.  Dozens of insurers are likely to exit the market (or to be for sale) – there will be enough of market space for new entrants and even more space on the growing market.  

· Foreign brands enhance market value 

Only two major international insurance corporations have wound up operations in  Russia in 2009, citing financial reasons and world-wide restructuring of their business.   Those who stayed continued to build-up presence in Russia.  They  include such players like Allianz (acquired controlling stakes in a number of Russian insurance providers), Zurich, AXA,  Generali, Alico and Chartis (former parts of AIG), Eureko, Ergo, Aviva.

· Expansion and growth  

Russian insurance market can at least double its size by developing life insurance segment – with mere 519 mln. of premium written in this class in 2009.

· Revival of the banking sector will generate new business for insurers.

Greater consumer activity and confidence, resumption of mortgage operations, revived credit insurance are stimulating demand for insurance services.  

· Realization of giant infrastructure projects in the Russian Federation 

Roads, pipelines, bridges, parts, development of shelf riches, large-scale renovation of industrial equipment, not to mention Olympic Games in 2014 – all are in need of a complex and solid insurance cover. 

Importance of the reinsurance link 

The relatively low level of the total capitalization of Russian insurance providers is the major impediment for assumption of major and larger risks. Reinsurance segment is to compensate the deficit of capital and skills in the Russian insurance industry.  Reinsurers and leading international insurance brokers are expected to make bigger input into enhancement of risk management practice of the largest Russian corporations – key clients of primary insurers.

For this reason too, November meetings are the right venue that offers excellent opportunities for all participants.  For all those who desire to use new opportunities and explore new frontiers.

   Earlier Russian insurers often complained about the lack of appreciation of the role of insurance industry.  This is no longer the case, after President D.Medvedev on several occasions tackled insurance issues personally.    

Both the achievements and failures of insurance industry will not go unnoticed. 

Russian insurance industry has been called up to contribute to the process of all-out modernization of the Russian economy.     
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