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Africa’s Insurance Market Prospects 
Threatened by Low Commodity Prices 
And Political Uncertainty
For almost two decades, growth in the insurance markets of Sub-Saharan Africa has been 
buoyed by the continent’s economic boom, specifically by soaring prices for oil, minerals, 
grains and other commodities. With average growth in gross domestic product (GDP) across 
the Sub-Saharan Africa region far out-pacing much of the developed world, the African 
continent has presented an extremely attractive environment for domestic, regional and 
international investors seeking to enhance returns. 

However, the fallout from low commodity prices, the slowdown of China’s economic activity 
and the impact of monetary tightening by the US Federal Reserve, are just a number of global 
issues that threaten to stall growth and stability across the region. In turn, this will likely 
compromise the development and financial strength of insurance markets across the continent.

According to the World Bank, economic expansion in Sub-Saharan Africa slowed in 2015, 
with GDP growth averaging 3.0% compared with 4.5% in the previous year and way below 
the average rate of 6.8% sustained in the five years to 2008. Specifically, the drop in oil prices 
has been significant in its contribution to the continent’s economic slowdown, with Brent 
crude having fallen from the highs of around USD 110 per barrel in 2014 to lows of USD 35 
per barrel in December 2015. This is in addition to notable declines in other commodities, 
such as gold and copper (see Exhibit 1). Moreover, problems on the domestic front, 
including power shortages, drought and security issues, have played their roles in hindering 
economic expansion.

“The long-
term prognosis 
for Sub-
Saharan Africa 
continues 
to present a 
commercially 
diverse region 
offering 
boundless 
economic and 
insurance 
growth 
opportunities.”
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Exhibit 1
Commodities Price Movement (year-end 2011 to 2015) 
(%)

Exhibit 2
Exchange Rate Movement Selected Sub-Saharan Currencies Against 
the U.S. Dollar (year-end 2011 to present) (Index) 
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Key Economic Concerns for Sub-Saharan Africa’s Insurance Markets
According to Swiss Re’s Sigma report “World Insurance in 2015”, the African insurance market 
is estimated to have contracted by 8.5% to USD 64.1 billion in 2015, largely due to the effect of 
continued currency depreciations. In particular, A.M. Best notes that the continued decline in 
the value of the South African rand has been significant in reducing the scale of the continent’s 
insurance sector as South Africa represents just over 70% of its premiums.

In common with other emerging economies, currency depreciation remains a key concern, 
with investors continuing to repatriate funds to more developed nations. Since 2011, a number 
of countries, led by South Africa, have experienced a systematic decline in the value of their 
currencies (see Exhibit 2). Difficult economic environments, poor fiscal and structural policies 
and the effect of falling commodity prices are among the contributory factors.

In 2015, China’s economic slowdown contributed to the South African rand’s further decline, 
resulting in a quarter of its value being lost as a result of reduced demand for raw materials by 
its top trading partner. Other countries affected by currency depreciation during 2015 included 
Nigeria, Tanzania, Ghana, Kenya and Angola.

With the US Federal Reserve’s December 2015 decision to raise interest rates against a backdrop 
of an improving economy, global emerging markets may represent a less attractive investment 
proposition, resulting in further currency weakening and economic pressures. In 2015, Africa saw a 
reduction by a third in foreign direct investment, whilst Latin America experienced a decline of just 
over 10%. Asia observed an increase of 15%.

Although some countries in Sub-Saharan Africa are raising policy rates in an attempt to avert 
capital outflows, in the medium term, this strategy is likely to result in slower economic 
growth for those territories.

Exhibit 1
Commodities Price Movement (year-end 2011 to 2015) 
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Exhibit 2
Exchange Rate Movement Selected Sub-Saharan Currencies Against 
the U.S. Dollar (year-end 2011 to present) (Index) 
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Looming elections in around 15 countries during 2016 generate greater uncertainty for the 
socio-economic landscape, with negative implications for investors’ confidence. Although in 
the vast majority of cases, elections are likely to be characterised by incumbent successes, 
as demonstrated by the lion’s share of votes won in 2015. However, growing cynicism and 
disenchantment towards governments creates the risk of a rise in political unrest, as has been 
seen in Ethiopia and South Africa. 

Furthermore, to plug the budget deficits resulting from the collapse of the commodity cycle, 
some countries have turned to international agencies and capital markets for financial support. 
Gas-rich Mozambique and gold and oil producer, Ghana, entered into financial arrangements 
with the International Monetary Fund (IMF) in 2015. In the same year, Africa’s second largest 
copper producer, Zambia, sought aid from the IMF, and more recently, Angola has opened 
negotiations with the IMF for assistance.

In an attempt to avoid an IMF bailout, Nigeria was reported to have sought USD 3.5 billion 
emergency assistance from the African Development Bank and the World Bank to fill the gap in 
its budget. Additionally, it has been widely reported that the country has agreed a multi-billion 
U.S. dollar currency swap deal with China, with the terms and conditions of this arrangement 
remaining private. IMF rescue packages typically come with conditions requiring sweeping 
structural reforms and stringent austerity measures to be enforced.

With much needed fiscal consolidation and austerity measures required within some countries 
to reduce their budget deficits, governments (both new and incumbent) may be challenged to 
implement the necessary policies, given the current hardship experienced by the population. 
This creates a perfect storm for civil unrest. In Ghana, civil workers have been protesting for a 
number of months against the rising cost of living, as measures have been implemented to cut 
the country’s deficit.

Significant Headwinds for the Financial Strength of Certain Insurance Markets 
A.M. Best notes that continued economic pressures in 2016, particularly those relating to 
further currency depreciations, are expected to result in a further decline in the size (in U.S. 
dollar terms) of Africa’s insurance market, though underlying growth is likely to emanate from 
a number of countries, albeit to varying extents. 

Despite the economic challenges overshadowing certain countries, ongoing developments in 
the various underpenetrated insurance segments are expected to support underlying growth. 
With the exception of the South African market, most insurance sectors across the continent 
remain characterised by low insurance penetration rates of less than 1%, thereby providing 
considerable potential for their development.

Furthermore, although net exporters of non-renewable resources such as crude oil are likely 
to lose under the region’s economic slump, net exporters of renewable resources, including 
food and agricultural commodities for which the fall in prices is more limited, are likely to 
gain. These countries are expected to benefit from relatively stable economic demand thereby 
supporting the ongoing expansion of their respective insurance sectors. Ethiopia, Uganda, 
Kenya, Burundi, Mauritius and Togo are among the countries in Sub-Saharan Africa for which 
export revenues are likely to be lower than that of their import costs.

Near-term growth prospects constrained for oil-rich economies
A.M. Best believes that insurers within commodity-dependent countries, particularly those 
with meaningful levels of underwriting concentration in the hydrocarbon industry, are 
particularly at risk from the economic slump, owing to this industry’s weakened financial 
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stability.

With oil companies having operated under budgets that factored in oil prices in excess of USD 
100 per barrel, the sharp decline to its current low levels is likely to result in a reduction in 
expenditure, as these organisations seek to keep pace with the decline in revenues and hence 
maintain profitability levels. Premium volumes derived from business classes such as property 
and engineering, are expected to be affected particularly as infrastructure projects are likely 
to be delayed or cancelled. Additionally, with the consequent redundancy of employees, 
insurance products such as group life offerings will also potentially experience a decline in 
demand, affecting the expansion of companies operating in the life segment.

Insurers that are dependent on state-owned risks to generate business volumes also face a 
material downside in premium volumes as governments implement the necessary budgetary 
cuts to stabilise their economies. As highlighted above, a number of countries have sought IMF 
support to see them through the commodity price slump. These loans typically come with 
stringent conditions for austerity measures to be implemented, which along with the state’s 
increased indebtedness, reduces revenues available to support its obligations.

However, some pockets of opportunity are apparent for the insurance sectors of oil-rich 
nations. In Angola, a country that relies on the hydrocarbon industry for approximately 90% 
of its exports, the government recently disbanded AAA Financial Services (AAA), the captive 
of the state-owned oil company, Sonangol. Up until March 2016, AAA maintained a privileged 
competitive position in the Angolan market, owing to the mandatory requirement for all oil 
and gas operators to place their insurance risks with the company. The restructuring of the 
country’s (re)insurance market therefore opens up the potential for competition within the 
local sector, at least for the near term. In the medium to longer term, however, overall growth 
of the sector remains subject to the fortunes of the oil and gas industry. 

Likewise, despite the dampened outlook for Nigeria’s hydrocarbon sector, the Local Content 
Act (2010) will likely continue to support (re)insurers’ ability to compete for the diminished 
levels of premiums derived from the oil and gas sector. The Act mandates that insurance 
companies must participate in 70% of the local energy business arising from the sector before 
these risks can be transferred internationally. Despite local players not being sufficiently 
capitalised to handle such high-value risks, A.M. Best estimates that Nigerian insurers are 
currently retaining between 25% and 40% of the country’s oil and gas related business, 
compared to the less than 5% written prior to the 2010 legislation.

Nonetheless, as the economic turmoil within these oil-rich nations deepens, A.M. Best expects 
consumer spending power to diminish. This reflects the impact of rising unemployment and 
higher inflation levels on the reduced desire by the population to insure their assets. Insurers 
that maintain strategies to diversify into the underdeveloped retail segment will hence be 
affected by that domicile’s challenges.

Whilst compulsory lines of business, such as motor third-party and employers’ liability 
insurance, are required to be utilised by the respective segments of the population, a reduced 
standard of living combined with generally weak legislative enforcement may also result in 
reduced business volumes derived from these classes.

Expense pressures threaten insurers’ earnings profile
Increasingly, insurers are diversifying away from the more competitive and hence expensive 
agency network, with the objective of deepening penetration in the retail segment. These 
companies are heavily investing in other forms of distribution and innovative routes to 
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market, with the objective of achieving critical mass. Reduced growth prospects within these 
commodity-dependent markets will likely incur expense pressures for the majority of insurers. 
Typically, companies bear high operating expenses, relative to net premium volumes, due to 
heavy investment in infrastructure to support their expansion strategy or owing to a lack of 
sufficient scale to support their expense base.

Companies that are highly concentrated within the oil and gas business segment benefit from 
substantial commissions derived from their reinsurance placements, as these entities’ low 
capital levels make the full retention of high-valued risks a non-viable strategy. As a result, the 
vast majority of these risks are transferred to the international reinsurance markets. With the 
threat of reduced infrastructure projects arising, owing to the region’s economic turbulence, 
A.M. Best expects that insurers’ expense pressures will likely increase due to a drop in 
contribution from these commissions to offset their cost base. 

Rising claims experience also represents a risk to insurers’ earnings profiles, owing to the 
impact of lower currency values on the increased costs of replacement parts, such as motor 
spares, which are typically imported. Additionally, the strong correlation of economic 
weakening with increased fraudulent activity, as well the expectation for organisations to 
utilise weaker risk management frameworks, as cost efficiencies are sought, are factors likely 
to contribute to higher claims activity for the industry, deteriorating technical profits further. 

Balance sheet strengths exposed to asset erosion
A.M. Best believes that the balance sheets of (re)insurers are exposed to material volatility 
arising from the uncertain landscape. Sub-Saharan Africa (re)insurers typically maintain low 
capital bases while many maintain thin levels of risk-adjusted capitalisation, as measured by 
A.M. Best. Therefore, material fluctuations in asset values will have significant consequences 
for (re)insurers’ balance sheets. 

A.M. Best believes that the following factors are key risks to the sectors’ financial strength in 
the region:

•	 Financial system fragility - With the benefit of the oil boom on Sub-Saharan Africa’s rapid 
economic expansion, so too has the banking sector developed. Consequently, financial 
institutions’ loan books have become heavily entrenched within the industry. In Nigeria, 
several banks, including the country’s largest bank by assets, have issued profit warnings 
during 2016. Only two of these affected banks have issued results for 2015, despite the 
Nigerian Stock Exchange’s requirement to be compliant by the first quarter of 2016. 

Insurers are typically significant stakeholders of the banking sector, through the placement 
of cash in deposits or other short-term facilities and via holdings of bank-issued investments. 
A commodity-related financial crisis therefore runs the risk of significant investment losses 
arising from the impairment of insurers’ financial assets.

A.M. Best has noted that some of its rated (re)insurers are adjusting their asset allocations 
from holdings of cash, deposits and fixed income securities into privately held investments 
and property assets, a strategy that incurs higher capital charges according to A.M. Best’s 
capital model assessment and remains exposed to financial market volatility.

•	 Asset/Liability mismatch – The financial strength of Sub-Saharan Africa’s (re)insurance 
sectors remains at risk from currency fluctuations, as certain types of businesses are 
conducted in hard currencies. This is most notable for companies that maintain a heavy 
exposure to the oil and gas segment. Additionally, companies with a geographically diverse 
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insurance portfolio or that report in non-domestic currencies have the added complication of 
managing profit and balance sheet erosion, due to adverse foreign exchange rate movements. 

Following the result of the United Kingdom’s referendum on its future membership 
of the European Union, near-term expectations that the US Federal Reserve would 
further raise interest rates in 2016 have receded. However, any subsequent effect on 
foreign exchange volatility across Sub-Saharan Africa, may mean that (re)insurers find it 
increasingly difficult to maintain an adequate asset/liability matching strategy owing to the 
uncertainty surrounding the value of the domestic currencies. This is likely to have negative 
implications for their liquidity requirements and capital positions, as more domestic 
currency is needed to meet foreign currency-denominated liabilities. 

A.M. Best has noted that some rated (re)insurers adopt positive mismatching strategies, 
with the objective of reducing the adverse effect of currency fluctuations. Under this policy, 
a higher level of foreign currency denominated assets are held to meet corresponding 
liabilities, thereby reducing the need to convert reporting currencies to support their 
foreign currency-denominated obligations.

•	 Extended delays in premium collection – A common theme that affects many of the Sub-
Saharan Africa insurance markets is the high level of outstanding premium debtors on (re)
insurers’ balance sheets. In recent years, a number of regulators across the continent have 
taken steps to strengthen and enforce the requirement for premiums to be collected in a 
timely manner, with the objective of improving the liquidity of the sector. This is reflected 
in the ‘No Premium, No Cover’ legislation applied in Nigeria and Ghana, which prohibits the 
provision of insurance protection unless premiums are paid in advance.

A protracted economic slump therefore increases challenges faced by insureds with regards 
to their cash flow management, thereby enhancing counterparty risk exposure for the (re)
insurance sectors, as outstanding premium receivables grow.

During 2015, Nigeria’s insurance sector experienced significant delays in the renewal of certain 
risks, owing to the uncertainties associated with the presidential election and the subsequent 
policy direction of the president elect. To maintain their market shares, insurers offered policies 
based on annual terms and conditions but with premiums paid for on a periodic basis (monthly, 
quarterly or bi-annually). The downside potential associated with these policies is understood to 
be managed by the ‘offset’ clause incorporated within insurance policies, whereby insurers are 
able to counteract any claims arising with premiums received to date. Alternatively, insurers may 
choose not to pay claims that exceed premiums received to date. In A.M. Best’s opinion, these 
arrangements conflict with the principles underpinning the ‘No Premium, No Cover’ legislation, 
which requires insurance covers for which ‘full’ premium have been received in advance, to be 
recognised as legally binding insurance contracts.

To date, A.M. Best-rated (re)insurers have shown stability in their rating fundamentals, in spite 
of the underlying difficulties within their operating environments. These companies’ risk-
adjusted capitalisations remain at strong levels, mostly due to their large and underutilised 
capital bases relative to their underwriting risk exposures. Additionally, balance sheet 
strengths are supported by a high quality reinsurance panel and, in some cases, strengthened 
reserve provisions owing to mounting inflationary pressures. Exhibit 3 shows the ratings of 
A.M. Best rated (re)insurers in Sub-Saharan Africa.
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Sub-Saharan Africa’s Insurance Markets Remains Attractive to Foreign Investors
As the two largest economies in the Sub-Saharan Africa region, Nigeria and South Africa’s 
economic woes have been significant in investors’ perceptions regarding the financial stability 
of the continent. 

As Africa’s largest oil producer, Nigeria is dependent on this commodity for approximately 
75% of its consolidated budgetary revenues and 90% of exports. Therefore, the low oil price 
levels have placed the country’s economy under strain. Further complications have also 
arisen because the country relies on substantial fuel imports owing to the lack of refineries to 
meet local fuel demands. With the restriction of U.S. dollars required to pay for imports, fuel 
shortages have been widespread, further reducing economic activity.

Up until May 2016, Nigeria had withstood pressure to devalue its currency by restricting the 
supply of U.S. dollars and the import of certain items. At the same time, the Central Bank pegged 
the naira at approximately NGN 197 relative to the U.S. dollar, despite the parallel market setting 
its value at a much higher level. Investors’ confidence has therefore been shaken, with capital 
inflows reducing by 32% in 2015, according to the Nigerian Stock Exchange.

At the same time, South Africa is dealing with an economy that faces weak demand from its 
trading partners, ongoing industrial actions in the mining sector, and currency fluctuations. 
These factors have led to a much more modest rate of GDP growth in the past five years, 
compared with the rest of Sub-Saharan Africa. The slowdown of its top trading partner, 
China, and the ongoing decline in commodity prices have furthered South Africa’s economic 
difficulties, along with water and power shortages, reflecting the country’s struggles with the 
worst drought experienced in the last 30 years. 

Exhibit 3
Sub-Saharan Africa - A.M. Best-Rated Companies
Ratings as of June 29, 2016.

AMB # Domicile Company

Best’s 
Financial 
Strength 
Rating 
(FSR)

Best’s Long-
Term Issuer 
Credit Rating 
(ICR)

Best’s FSR & ICR 
Outlook / 
Implication

Best’s FSR 
Action 

Rating 
Effective Date

90035 Ghana Ghana Reinsurance 
Company Limited

B bb Stable1 Affirmed 11-Dec-15

77803 Kenya East Africa Reinsurance 
Company Limited

B bb+ Stable Affirmed 20-Nov-15

85416 Kenya Kenya Reinsurance 
Corporation Limited

B+ bbb- Stable Affirmed 17-Dec-15

78388 Kenya ZEP-RE (PTA Reinsurance 
Company)

B+ bbb- Stable Affirmed 10-Dec-15

83411 Nigeria African Reinsurance 
Corporation

A a Stable Upgraded 10-Jun-16

90312 Nigeria AXA Mansard Insurance Plc B+ bbb- Positive Upgraded 4-Dec-15

78723 Nigeria Continental Reinsurance Plc B+ bbb- Stable Affirmed 17-Feb-16

93617 Nigeria Custodian and Allied 
Insurance Limited

B bb Stable1 Affirmed 4-Dec-15

93321 Nigeria Wapic Insurance Plc B- bb- Stable Affirmed 18-Dec-15

86651 South Africa General Reinsurance Africa 
Ltd

A++ aa+ Stable Affirmed 28-Oct-15

93852 Togo CICA Re B bb+ Stable Assigned 29-Jan-16

Notes:
1: Best’s ICR = Positive
Source:  Best’s Statement File - Global, A.M. Best data & research
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A lack of policy stability is also contributing to South Africa’s political, social and economic 
uncertainty, and is keeping investors at bay. The IMF estimates further decline in South 
Africa’s economic fundamentals as it forecasts a 0.7% rise in GDP for 2016, compared with the 
expectation of 1.3% in 2015. 

Foreign direct investment into Africa has subsequently reduced by a third to USD 38 billion in 
2015, significantly in contrast with global trends which saw overall inflows increasing by 36%. 
Oil-dependent Nigeria and Angola, as well as South Africa, led the decline in foreign direct 
investment, demonstrating the evaporating trend in investor sentiment towards the continent.

Similarly the value of private equity deals undertaken in 2015 reduced by 70% to USD 2.5 
billion, although the nuances underpinning this decline are noteworthy. While high-valued 
deals fell considerably in the year, growth of smaller transactions remained stable, with private 
equity targeting the telecommunications, consumer goods and financial services sectors. A.M. 
Best believes that the shifting demographics of Sub-Saharan Africa have increased the appeal 
of the continent’s consumer-driven industries. 

Additionally, fundraising continued in 2015, despite the overall decline in the quantity of 
private equity deals undertaken in the year, with the level of capital raised more than doubling 
to USD 4.3 billion, demonstrating the continued interest in the continent.

With this backdrop in mind, Sub-Saharan Africa’s insurance sectors have remained of interest 
to foreign and regional investors, as its low penetration rates, enticing growth prospects and 
improving regulatory landscape remains attractive. This is in spite of the uncertain political 
landscape overshadowing the continent. A.M. Best notes the significant rise in acquisition 
activity by regional and international investors in recent years, as foreign participants seek 
global expansion to diversify their businesses and enhance returns, while regional players 
reassess their strategies to achieve rapid growth (see Exhibit 4).

Foreign investment into Sub-Saharan Africa’s insurance markets continues to be viewed as 
a positive factor within A.M. Best’s assessments owing to the healthy contributions these 
stakeholders make in respect of their experience, expertise and capabilities offered, thereby 
supporting the alignment of companies’ operations to global standards. Likewise, regional 
insurers’ strategies of seeking acquisitive growth improves competition and supports their 
ability to achieve critical mass and more diversified profiles.

The differing stages of economic development of the 48 countries of Sub-Saharan Africa 
provide ample and diverse prospects that are ripe for investment. However, although common 
threads of opportunity are arising, as seen in the continent’s growing consumerism and rapidly 
developing financial services sectors, much of Sub-Saharan Africa requires further economic 
diversification to alleviate pressures from external shocks. Nonetheless, investors are likely to 
continue to benefit from the untapped opportunities provided by the insurance sectors across 
the continent.
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Looking Ahead
The shift in Sub-Saharan Africa’s economic and political landscape is a source of unease and 
concern given the material downside it proposes for the various nations on the continent. 
Fears are arising that much of the progress made in the recent past may be unravelled, with 
the continent returning to its pre-2000 era when it was defined by its debt crisis, decades of 
conflict, extreme poverty, high inflation and mass corruption. 

Such anxieties do nothing to bolster investor confidence, and with the ease of doing business 
in Sub-Saharan Africa diminishing, the appetite to invest on the continent is in danger of 
further decline. This has damaging implications for Sub-Saharan Africa’s overall economic 
growth prospects and the financial strength of its insurance markets.

Overall, however, A.M. Best believes that the continent’s long-term prognosis remains positive. 
This reflects the commercially varied characteristics of the region which offers boundless 
economic and insurance growth opportunities, underpinned by a young “knowledge and 
skills-based” population.

Exhibit 4
Sub-Saharan Africa - Mergers & Acquisitions (2015 to present)

Purchaser
Domicile of 
Purchaser Target

Domicile of 
Target Status Date

Deal 
Value Notes

Fairfax Financial 
Holdings

Canada Zurich Insurance 
South Africa Ltd.

South Africa/
Botswana

Announced Jul-2016 n/a Fairfax Financial Holdings announces the 
acquisition of Zurich Insurance’s South 
Africa and Botswana operations.

Barclays Africa 
Group

South Africa First Assurance Kenya Completed Apr-2016 USD 22m Barclays Africa completes its acquisiiton 
of a 63.3% stake in First Assurance. 
Barclays Africa also invests Sh 700 million 
in First Assurance.

Pan Africa 
Insurance 
Holdings

Kenya Gateway 
Insurance

Kenya Completed Mar-2016 USD 0.5m Pan Africa increases its stake in Gateway 
Insurance to 56%.

Capital Alliance 
Private Equity 
IV Ltd.

Morocco Continental 
Reinsurance plc

Nigeria Completed Feb-2016 n/a SAHAM Finances reduces its shareholding 
in C-Re Holding Ltd. (the majority owner 
of Continental Reinsurance).

AXA S.A. France Africa Internet 
Group

Nigeria Announced Feb-2016 n/a AXA S.A. announces it is to acquire an 8% 
stake in Africa Internet Group.

Sanlam Ltd. South Africa Afrocentric 
Healthcare

South Africa Completed Dec-2015 USD 46m Sanlam completes its acquisition of a 
29% stake in Afrocentric Healthcare, a 
managed healthcare business.

SAHAM Finances Morocco Continental 
Reinsurance plc

Nigeria Completed Sep-2015 n/a SAHAM Finances announces the 
acquisition of a 53.6% share in 
Continental Re

Sunu Assurances 
Vie Cote D’Ivoire

Ivory Coast Equity Assurance 
plc

Nigeria Completed Sep-2015 USD 6m Sunu Assurances completes its 
acquisition of a 28.2% stake in Equity 
Assurance for NGN 1.25bn

Old Mutual plc United 
Kingdom

UAP Holdings 
Ltd.

Kenya Completed Jun-2015 n/a Old Mutual completes its acquisition of a 
37% stake in UAP Holdings.

Fairfax Financial 
Holdings

Canada African 
Reinsurance 
Corporation

Nigeria 
(Pan-Africa)

Completed Mar-2015 USD 61m Fairfax Financial Holdings completes its 
acquisition of a 7.15% stake in African 
Reinsurance Corporation,  the Pan-African 
reinsurer based in Nigeria.

AXA Group France African 
Reinsurance 
Corporation

Nigeria 
(Pan-Africa)

Completed Mar-2015 USD 61m AXA Group completes its acquisition of 
a 7.15% stake in African Reinsurance 
Corporation,  the Pan-African reinsurer 
based in Nigeria.

Pan Africa 
Insurance 
Holdings

Kenya Gateway 
Insurance

Kenya Completed Mar-2015 USD 6m Pan Africa completes its acquisition of a 
51% stake in Gateway Insurance.

Source: A.M. Best research
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contract obligations.  An FSR is not assigned to specific insurance policies or 
contracts. 

Best’s Issuer Credit Rating (ICR): an independent opinion of an entity’s 
ability to meet its ongoing financial obligations and can be issued on either a 
long- or short-term basis.

Best’s Issue Rating (IR): an independent opinion of credit quality assigned 
to issues that gauges the ability to meet the terms of the obligation and can 
be issued on a long- or short-term basis (obligations with original maturities 
generally less than one year).

Rating Disclosure: Use and Limitations
A Best’s Credit Rating (BCR) is a forward-looking independent and objective 
opinion regarding an insurer’s, issuer’s or financial obligation’s relative 
creditworthiness. The opinion represents a comprehensive analysis consisting 
of a quantitative and qualitative evaluation of balance sheet strength, operating 
performance and business profile or, where appropriate, the specific nature and 
details of a security. Because a BCR is a forward-looking opinion as of the date it 
is released, it cannot be considered as a fact or guarantee of future credit quality 
and therefore cannot be described as accurate or inaccurate. A BCR is a relative 
measure of risk that implies credit quality and is assigned using a scale with a 
defined population of categories and notches. Entities or obligations assigned the 
same BCR symbol developed using the same scale, should not be viewed as 
completely identical in terms of credit quality. Alternatively, they are alike in category 
(or notches within a category), but given there is a prescribed progression of 
categories (and notches) used in assigning the ratings of a much larger population 
of entities or obligations, the categories (notches) cannot mirror the precise 
subtleties of risk that are inherent within similarly rated entities or obligations. While 
a BCR reflects the opinion of A.M. Best Rating Services, Inc. (AMBRS) of relative 
creditworthiness, it is not an indicator or predictor of defined impairment or default 
probability with respect to any specific insurer, issuer or financial obligation. A BCR 
is not investment advice, nor should it be construed as a consulting or advisory 
service, as such; it is not intended to be utilized as a recommendation to purchase, 
hold or terminate any insurance policy, contract, security or any other financial 
obligation, nor does it address the suitability of any particular policy or contract for 
a specific purpose or purchaser. Users of a BCR should not rely on it in making any 
investment decision; however, if used, the BCR must be considered as only one 
factor. Users must make their own evaluation of each investment decision. A BCR 
opinion is provided on an “as is” basis without any expressed or implied warranty. 
In addition, a BCR may be changed, suspended or withdrawn at any time for any 
reason at the sole discretion of AMBRS.
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Nonetheless, it is fair to say that the fiscal and structural weaknesses across Sub-Saharan 
Africa, such as the high reliance on commodities, will continue to present obstacles that 
impede a much smoother growth trajectory for Sub-Saharan Africa’s economies and that of its 
insurance markets.


