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Under the reinsurance contracts Ukrainian insurers 
(cedents, reinsureds) paid 

M UAH 3 828,9 premium shares as of 30.06.2015

TThe total amount of insurance claims, 
compensated by reinsurers amounted to 

M UAH 519,7 as of 30.06.2015

Insurance 
market overview

Dynamics of net claims paid under the major insurance types



Number of insurance companies 

Net insurance premium structure

INTERNATIONAL FINANCE FORUM Odessa, Ukraine

Source: The National Commission for State Regulation of Financial Services Markets



Compulsory Motor Third
Party Liability Insurance
(MTPL) market in Ukraine.
Approaches to determining
insurers' financial stability.
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the monitoring displays the accumulation
of problems in an insurance company, the
method of research of the market leaders in
Compulsory MTPL was used in this article.
The method is based on benchmarking and
analysis of financial performance of low
profitable and, at the same time, mass
products of the Ukrainian market. Namely,
such products as Voluntary Medical
Insurance (VMI), Motor Own Damage
Insurance (MOD) and Compulsory MTPL
Insurance. 

Besides the boundary indicators of
claims paid level under these major insur-
ance products, which indicate the prof-
itability or unprofitability of the insurer's
operations, the real market average com-
mission fees were taken into account. Thus,
the total profitability index under the above
three insurance products, and combined
ratio for the company, reflect its strategy
and philosophy of doing business.

Comparing Q1 2015 and the entire
2014 (Table 1 and Table 2), we see a trend
of increase in the unprofitable sector under
the three key products (Compulsory MTPL
+ VMI + MOD) from 5 to 8. At the same
time, the number of companies that have

At the current stage the Compulsory
MTPL market in Ukraine is on the threshold
of major changes. In recent years the mar-
ket participants have done a great job in
terms of drafting amendments to the Law
of Ukraine on Compulsory MTPL. The draft
contains all the necessary regulatory sup-
port for implementation of the major inno-
vations needed for the normal, transparent
market operation, in particular, the intro-
duction of e-policy and direct claim settle-
ment.

In addition, the importance of client
services quality under Compulsory MTPL
insurance contracts has increased in the
overall assessment of insurers' operations.
This fact was reflected in the new proce-
dure for monitoring insurers - members of
the Motor (Transport) Insurance Bureau of
Ukraine (MTIBU). The proportion of claims
settlement quality indicators (which charac-
terizes the efficiency of insurance claims
settlement), and the relative number of
complaints from victims and insureds on
the operations of an insurance company,
has increased significantly within the
framework of the above procedure. 

In order to determine how effectively

chosen to conduct profitable sales of
Compulsory MTPL as their strategy does
not change significantly in Q1 2015.

In order to comprehensively evaluate
the strategy and philosophy of doing busi-
ness by the market leaders in Compulsory
MTPL, combined ratio, calculated on the
basis of net premiums (Figure 1), shall be
added to the analysis of other indicators,
such as the volume of insurance premium
written, claims paid level, profitability of
Compulsory MTPL and other three key
insurance products. 

We present the results of this review in
the diagram (Diagram 1). At the same time,
the picture is less comforting because, as
seen by the results of 2014, in a group of
companies with unprofitable sales of
Compulsory MTPL, over 50% of Insurance
companies have a high CR. And in the
group of companies with profitable sales of
Compulsory MTPL, only 30% of companies
have a high CR, respectively.

The results of Q1 (Diagram 2) in terms
of the basic indicators and CR rate of half
year allow us to accurately predict that
these negative trends will, unfortunately,
remain in 2015. 

TO OVERCOME THE CRISIS, ONE SHOULD CORRECTLY BALANCE ITS REVENUES AND
EXPENSES, I.E. ONE SHOULD CONDUCT A FAIR AND PROFITABLE BUSINESS.

Yuriy Grishan
Director of the group of insurance companies
«Illichivska» and President of MTIBU



Indicators of Top 20 in VMI, MOD and Compulsory MTPL market for 12 months 2014. Table 1.

*Indicators of Top 20 in VMI, MOD and Compulsory MTPL market for Q1 2015. Table 2.

*The author considers the sales of Compulsory MTPL profitable if claims paid level do not exceed 44%. Depending on
the size of commission fees and the cost of doing business, this figure may vary from 34% to 49%. This range will not
cause a serious error within the analysis.

As well as my previous analyses, made
for VMI leaders, and the analysis of the com-
panies' position and adequacy of the strate-
gy, the crisis period shows the root causes
of crisis in a number of companies. The main
reason is related to the inability or unwill-
ingness of some managers to deal with the
most important phenomenon of the crisis:
constant rising costs of doing business. This
figure is, of course, primarily associated with
the increase in prices of spare parts and
medicines, which grew by 2.4 times and 1.5
times, respectively, since the beginning of
2014. As can be seen from this study, over
40% of leading companies in Compulsory
MTPL do not have the time to deal with
these serious challenges of the Ukrainian
crisis. We started the development of meas-
ures to reduce operating costs and intro-
duced a number of special events to with-
hold claims payments under motor insur-
ance and voluntary medical insurance
before the start of this crisis. And this gives
tangible results today, as CR of our
Company is 93% based on the results of the
1st half of 2015.

Unfortunately, some insurance compa-
nies did not understand that in times of cri-
sis it is important to correctly balance their
revenues and expenses, that is to conduct
honest and profitable business. 

As we can see, according to the moni-
toring procedure which was valid in the
past year, and its new edition, on the basis
of which MTIBU calculated the indicators of
insurance companies in Q1 of 2015, the
number of companies that are in the
unprofitable segment of Compulsory MTPL
sales is practically equal to the number of
companies that have costly business, i.e.
overvalued CR indicator in the 1st half of
2015. But at the same time, monitoring can
not promptly reflect the negative trends in
the unprofitable segment of Compulsory
MTPL business. For example, the number of
companies from the profitable insurance
sector of Compulsory MTPL in 2014-2015,
which are at risk based on the results of
monitoring, increased from 3 to 5.
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Meanwhile, only one company from the
unprofitable segment of Compulsory MTPL
is reflected in the monitoring.

As already indicated above, 30% of the
companies in a cost-effective segment in
2014 had a high coefficient of business
expenses. Thus, from a logical point of view,
these companies will be risky for the MTIBU
in the near future, although they did not
appear in the old version of the monitoring
as the risky ones. At the same time, the
results of Q1 were processed by the MTIBU
according to the new edition of monitoring.

The combined cost ratio (CR) of Top 30 Insurers 
in termsof insurance premium in the 1st half 2015. Figure 1

Despite the fact that the revised edition of insurer's monitoring is more customer-
focused, in order to decide on future challenges, it is necessary to have the results of such an
analysis at least for each closed period of six months and a year. In my view, this does not
mean that the new format of monitoring should be immediately revised. This suggests that
in the context of a serious crisis, a number of companies have not changed the philosophy
of their business. They did not balance their revenues and expenses, and thus remained in
the "red" zone for both shareholders and clients, and the MTIBU in general. We need to take
into account this factor in subsequent analytical considerations. However, it should be noted
that the facts presented in this analysis are the elements of prudential supervision.

Unfortunately, despite the increased supervision by MTIBU regarding the claims pay-
ments by insurers, and the rate policy, in our practice, we constantly need to deal with sys-
temic violations of Compulsory MTPL legislation and dumping. 

This analysis shows the fact that a number of Compulsory MTPL leaders (40%), regardless
of whether their sales are profitable or unprofitable, unfortunately, follow the philosophy of
business with the high cost of operation. These companies are a quite risky segment of
domestic insurance business for MTIBU, which is built on the principles of joint liability, and
for the shareholders of the companies themselves and their clients. It is difficult to assume
that all of the owners of these companies have agreed to suffer the high costs of doing busi-
ness during the crisis, and accepted the need for constant replenishment of reserves. Thus,
the tendency of further reduction in the number of players in this market is inevitable, as
happened in 2014, when 20 companies left the MTIBU, despite the fact that in 2013 only 6
companies left the MTIBU.

The summary results of Compulsory MTPL market
leaders’ analysis for 2014. Diagram 1

Summary results of the analysis of Compulsory MTPL market 
leaders for Q1 2015, taking into account the new edition of monitoring procedure of

operations for insurers - members of MTIBU. Diagram 2.
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he company «TBT — Insurance
broker» is an independent insur-
ance and reinsurance broker with

registration and license in accordance
with Ukrainian legislation.  

We render services of risk manage-
ment and reinsurance for our customers
and have been working on the Ukrainian
market since 2007. Interests of these
companies TBT — Insurance broker is
representing the insurance companies, as
well as in the preparation of insurance
programs and in claims handling process.

Our Mission: We make our clients
more successful!

Our Licenses:
State Registration Certificate TBT -

Insurance Broker No.139 dated 11.10.2007

We are specialized on: 
= Medical Insurance
= Motor Vehicle insurance 
= Property Insurance 
= Cargo Insurance 
= Liability Insurance 
= Technical Risks Insurance 
= Life Insurance  

The main purpose of our involvement
is to analyze and provide risk solutions and
services which are aimed to reduce or elim-
inate the risk exposures of your assets and
profits.

Benefits for your company:
= Marketing and searching of favorable

terms of insurance 
= Getting a reasonable price and insur-

ance coverage in the market 
= Minimization of time consumption for

recruitment and staff training of a Client 
= Upon claims handling — control on

drawing up of documents in accor-
dance with requirements of an insur-
ance company 

= Due payment control of indemnifica-
tion to the Insured person 

= Permanent customer advocacy 
= Decision making influence 

Also our company provides reinsur-
ance services:
= Risk profiling to analyze your portfolio

and to make a management decisions
on further development of insurance in
your company; 

= Developing of the individual reinsur-
ance programs;

= Full monitoring and servicing of the
concluded reinsurance treaty;

= Analyzing of a company’s statistics of
losses;

= Rendering of assistance in the negotia-
tion process for claims handling 
Our highly skilled personnel also

carries out a treaty support that allow
you not to extend your company’s staff. 

We are working with:
Partner Re (rating Fitch – AA-)
Hannover Re (rating S&P – AA-)
SCOR (rating S&P – A)
Swiss Re (rating S&P – AA-)

Due to professionalism, innovation,
quality of service and wide range of
partners in the insurance and reinsur-
ance market, we are working with a
leading insurance companies of
Ukraine:

AXA, Alfa Strakhuvannya, Arsenal
Strahovanie, Illichivska, INGO Ukraine,
Knyazha, Krayina, PERSHA Strakhova,
Providna, TAS Insurance Group, TEKOM,
Ukrainian Insurance Group, Universalna,
PZU, VUSO, UNIQA.

Our Clients:
Lactalis Ukraine, Vaillant, Johnson,

Adamed, ING Bank, Carlsberg,
PocketBook, Infopulse, Join Up,
Softengi, REHAU, ELLE, Marks & Spencer,
SCHERP, Embassy of Sweden, FidoBank

The company «TBT-Insurance bro-
ker» will be glad to help you in the
realization of all the most important
tasks on insurance and reinsurance. 

Contacts: 
04119, Kyiv, 25-A Dehtyaryovkaya Str., Block «G», office 310-311,
Business Center «Grandcenter» 
Tel.  +38 044 590 51 23, 044 281 24 51
Fax: +38 044 590 51 59
e-mail: office@tbt.kiev.ua   = www.tbt.kiev.ua

T
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First of all, of course, our major lines
of business are property insurance,
compulsory civil aviation insurance and
liability insurance. We are also expand-
ing such types of personal insurance as
voluntary medical expenses insurance,
voluntary health insurance and volun-
tary accident insurance.

Our team is proud of the fact that
we are trusted by the large enterprises
and organizations, including:
Dnepropetrovsk Metallurgical Plant,
Dnepropetrovsk Locomotive-Repair
Factory, Nikopol Stainless Tube Mill,
Dnepropetrovsk Metallurgical Academy,
Dnepropetrovsk State Medical
Academy, Dnepropetrovsk Metro,
Ilyichevsk Ship Repair Yard, large shop-
ping malls and other major companies.
We insure the entire cycle of construc-
tion and erection works during
hydropower plant construction, ranging
from design to delivery of the turbines
in operation. 

In 2013-2014, the 4 largest airports
in Ukraine were insured with Aliance
Insurance Company. They are Boryspil
Airport, Odessa Airport, Simferopol
Airport and Lviv Airport. 

The reinsurance program covering
the primary insurance portfolio of our
Company is a combination of obligatory
and facultative reinsurance with rein-
surers of Ukraine and rated companies
in Europe. 

Alexander, what are the goals of the
Company that you head?

Today, the Company is at the next stage
of development. We plan to become a
leader, not only in the corporate insurance
segment, but also to achieve the status of a
competitive market (retail) insurance com-
pany. Our priority lines of business are prop-
erty and cargo insurance, health insurance,
credit and financial risks insurance, aviation
and marine insurance. In the coming years
we plan to open new branches and repre-
sentative offices. Due to new sales channels
we aim to significantly increase the volume
of insurance products offered, while
enhancing the range of offered insurance
types and additional services.

Are you satisfied with the Company's
growth? How do you assess the results of
the work?

In general, I am satisfied with how the
Company has worked over the years. During
the last few years Aliance Insurance
Company was among the top 20 under
almost all indicators. And in terms of cargo
and baggage insurance we took the first
place in 2014. 16 licenses for voluntary
insurance and 9 licenses for compulsory
insurance allow us to offer our clients the
whole range of insurance products. Our
clients vary from airports, aircraft and ships,
to employees of companies and organiza-
tions. 

Being a leader is good, but how do
you explain that in terms of premiums for
the 1st half of 2015 the Company took
the 14th place, and in terms of claims
paid — the 50th?

We know that the high loss ratio is asso-
ciated with motor types of insurance.
Therefore, a strategy was developed that
monitors the motor insurance in the general
insurance portfolio structure, not allowing it
to exceed 5-7%. Since we do not have a
license, and are not engaged in Compulsory
MTPL, our claims paid are significantly lower
than those of the companies who have this
type of insurance in their portfolio. The
Company's portfolio is well balanced.

Our experts carefully approach risk
assessment. The stable financial position of
the Company allows us to give up high risk
propositions. According to the indicators
such as assets, equity and guarantee fund,
we are among the leaders of the insurance
market of Ukraine.

I would like to note that Aliance
Insurance Company is a reliable and trans-
parent company. We have a stable team and
many of our colleagues have been working
in the insurance industry for over 20 years.
Personally, I have been the head of the
Company since 2004. 

We are committed to every client, and
are able to provide, not only insurance, but
advisory services as well. We welcome
everyone who needs a reliable insurance
coverage. 

We look confidently into the future.

ALLIANСE INSURANCE COMPANY IS THE LEADER OF DNEPROPETROVSK REGION AND
THE INSURANCE MARKET OF UKRAINE. THE COMPANY WAS FOUNDED IN JULY 2003
AND IS A STRUCTURAL PART OF A LARGE CONGLOMERATE. WE DECIDED TO VISIT THE
COMPANY AND TALK WITH THE CHAIRMAN OF THE BOARD ALEXANDER SHRAIBMAN. 

With confidence
about the future! 
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