	Cumberland Insurance making record profits but expects tough times ahead

	Thomas Schellen

Special to The Daily Star


This is one insurance executive who is looking forward to releasing his 2002 results. Rizk Khoury, the General Manager of Cumberland Insurance Company, can report the best results ever fur the Beirut-based non-life insurance company.


In the first three quarters of 2002, Cumberland achieved $1.5 million in profits, making this the most successful in the company’s eight-year history. The result almost matches Cumberland cumulative profits between 1994 and 2001, which came in at $1.6 million.


This profitability contributed further to the company’s solid financial position. Other significant factors that let Cumberland outperform the market are firstly its conservative underwriting approach and secondly its solid reinsurance agreements placed with first class international reinsures.


The management of Cumberland excelled in renewing certain reinsurance contracts with preferential terms prior to the Sept. 11 attacks. This gave the company a lead time on others in the market. At the same time, Cumberland continued to increase its rates and tighten its terms and conditions in anticipation of the stringent market conditions that were to prevail.


It would have been a bad idea if Cumberland had tried to delay increasing its premiums, though. “We have increased premiums by 35 percent across the board, to avoid having to impose a 100 percent increase in 2004,” Khoury said.


The windfall profit is more than welcome, as Khoury has no misgivings over difficulties the industry is facing. “I think the trough will last for three years, and it will he unsurvivable for companies that are not up to the financial challenges. We have to be very conservative in this period. If you manage to survive this period, there are white clouds ahead,” he said.


With an amassing of factors hardening the international insurance business through natural disasters and the worsening weakness of financial markets this year, reinsurance firms will increase their premiums by 35 to 40 percent, the manager expects.


This new round of rate hikes comes on the foot of another wave of steep rate increases by reinsures, which drove up rates for many risks in Lebanon. “For an engineering project, I recently had to quote a rate that was 10 times higher than it would have been a year ago,” Khoury lamented. Despite the difficult market conditions, Cumberland achieved a premium increase of 10 to 15 percent, but less than the 30 percent growth it could record in the years before.
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	Khoury foresees an expansion in distribution outlets to include supermarkets, gas stations and department stores.

	
	
New market opportunities assume special importance in this environment, explaining the great expectations which Lebanese insurers harbor for the new Compulsory 3rd-party liability motor insurance. The ministry of economy and the ministry of interior each have issued a memo announcing that from next January, they will enforce the law requiring motor vehicles to he insured against Third Party Liability for bodily injury.

Cumberland intends to make best use of the opportunities, which are created by the new regulations. “We aim to sell the full 3rd-party liability insurance product, not only the compulsory bodily injury coverage. This will add 30 percent to our business, from motor insurance and cross selling,” Khoury said.


However, he was careful to add that many important details in the new mandatory insurance have thus far remained vague. In his opinion enforcement of the compulsory law and economic performance of the compulsory insurance will have to be monitored day by day and assessed in a year’s time.


Moreover, mandatory insurance will have another effect on the industry that has nothing to do with the liability insurance, Khoury said, “It will make insurers more aware of the effectiveness of new distribution channels.” In addition to banks and financial institutions, Khoury foresees an expansion of distribution outlets to include supermarkets, department stores, gas stations and many others to enter the business of marketing insurance products and services.


Like bancassurance, which is up by 206 percent this year, these new distribution channels will enhance the customer reach of Lebanese insurance companies, Khoury said, “These channels of distribution will


	have to be regulated but we have to admit that they exist, and we have to utilize than for the benefit of our customers and our shareholders.” Cumberland Insurance has been strengthening its customer care capabilities using an innovative approach to deal with the expected explosive growth in client numbers. “Through creating an in house ALARM Center we are accessible to our clients 24 hours a day 7 days a week. We believe that such things matter to our clients and add real value and differentiation to our insurance product”

     The Lebanese firm works under the umbrella of a family-owned holding company, which has set up insurance operations in Bahrain., Saudi Arabia, and Egypt, via joint ventures with local partners. “We entered the Lebanese market in 1994, coming here with both experience in the Gulf from 1962 and reinsurance experience in Lebanon and the Middle East, We are a highly technical company Our job is to evaluate and underwrite the risk,” Khoury said, differentiating Cumberland from predominantly market-oriented firms. The company, which achieved a premium volume of around $15 million, is licensed to write all general lines of business and does not write life insurance.

    “Our company is known for our service-oriented strategy. We underwrite all kinds of non life business and define ourselves in terms of where we want to be in five years time in terms of market share, profitability, corporate image, and financial return to our shareholders,” Khoury said.
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