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Financial Strength Ratings 
An opinion as to an insurer’s financial strength and 

ability to meet its ongoing obligations to policyholders 
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Improving business profile 

 Strong premium growth in both nascent and mature 
takaful markets 

 Family business growing faster than general insurance 
 Demand for re-takaful remains low 
 Recent start-ups finding it difficult to meet business plans 
 In most cases takaful companies compete on price 

rather than differentiated value proposition 
 

Positive rating implications for companies with either: 
– Differentiated value propositions or 
– Well established operators 
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Financial performance improves but 
varies significantly between operators 

 Family takaful very profitable  
 Profitability of GI takaful depends on market and 

operator expertise 
 Good but volatile investment performance 
Many of the recent entrants find it difficult to deliver 

technical profits 
 In most cases underwriting profits are delivered to 

shareholders with minimal retention in Takaful Fund 
 

Technical profitability will remain the most important  
driver for the rating of many takaful companies 
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Very strong capitalisation 

 Strong risk adjusted capitalisation for most takaful 
companies as a whole 
 

 Capitalisation of Takaful Funds kept low in most cases 
especially among new operators 
 
 
 

Building up of sufficient capital resources within the  
Takaful fund is imperative for a secure rating 
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Weak ERM 

 Increased activity in establishing elements of risk 
management 
 

 ERM still at a nascent stage  
 

 
 

Developments underway unlikely to have positive  
impact on ratings in the next 2 years 
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Improving country risk 

 Rebound of most economies in which Takaful business 
is contracted 

 Increased regulatory activity in order to define specific 
capital and process requirements for Takaful operators 

Many operators / markets considering implementation of 
IFRS accounting  
 

 In many markets seniority of policyholder claims remains 
unclear and untested 
 

 

Improving country risk for most Takaful companies 
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APPENDICES 
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Basis of trend analysis 

 Analysis of trends based on companies operating in the GCC and 
Malaysia and covered by AM Best Statement File Global 
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Family Takaful premium development: 
Growing faster than market 
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GI Takaful Premium development:  
Takaful operators growing at rates closer to the 
market 
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Family Takaful: 
More profitable than traditional life insurance 
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GI Takaful profitability:  
Competition for limited business drives profitability 
down 
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Investments:  
Asset mix line with market but with higher exposure to private equity 
and higher concentration. Results in volatile investment performance 
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Capitalisation: 
Overall strongly capitalised – start-ups better capitalised than 
established operators 
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