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Presentation

The publication of The Spanish Insurance Market in 2023 responds to Fundacion MAPFRE's commitment
to improving citizens’ financial education, especially in relation to insurance and social protection.
MAPFRE Economics has prepared this report to present a short- and medium-term view of the
performance and outlook for insurance activity in Spain.

As the study indicates, Spanish insurance developments in 2023 unfolded in an environment marked by
solid economic growth and moderating inflation. This contributed to a 17.8% increase in the volume of
insurance premiums, significantly higher than inflation, with a strong boost from Life insurance.
Analyzing the relationship between economic growth and momentum of insurance demand in the
2013-2023 period, we observe that, as of 2022, Non-Life insurance recovered a parallel trend to the
development of GDP, from which it had diverged in 2020 after the abrupt economic downturn due to the
pandemic, a decline that did not fully transfer to this segment of the business. Meanwhile, in Life
insurance, interest rate hikes since mid-2022 have been boosting the return of Life savings and annuity
products to the market, which has allowed this segment to recover from the strong backslide
experienced since 2016, pointing to 30.8% growth in the last decade. Likewise, strong performance of
the Spanish insurance industry in 2023 fostered a rise in insurance penetration in the economy and
reduction in the Insurance Protection Gap (IPG), which stood at 28.9 billion euros (8.6 billion euros less
than the measurement the previous year). However, despite this improvement, the composition of the
insurance gap still confirms inadequate development of the Life insurance segment, representing
94.3% of the IPG in 2023.

We hope this report, written as part of Fundacion MAPFRE's framework of activities related to financial
education, contributes to public debate regarding insurance and social welfare, macroeconomics and
finance, as well as regulation, leading to further development of insurance activity in Spain.

Fundacion MAPFRE
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Introduction

The Spanish Insurance Market in 2023, prepared by MAPFRE Economics, presents an assessment of the
performance and outlook for insurance activity in Spain, from both a short-term and a medium-term
structural view. Thus, Chapter 1 of this report provides an overview of the environment and major
economic and demographic trends that have influenced performance in Spain's insurance business
over the course of 2023. Chapter 2 reviews the structure and concentration of the insurance market,
while Chapter 3 analyzes the performance of the main lines of business in the industry in 2023,
considering the behavior of parameters such as premium growth, technical performance, investments
and technical provisions, and results and profitability.

Emphasizing the medium-term outlook, Chapter 4 of this report outlines the main structural trends of
the Spanish insurance market between 2013 and 2023, based on an analysis of the evolution of
penetration (premiums/GDP), density (premiums per capita), and depth (Life premiums/total
premiums), as well as the annual update of the estimated Insurance Protection Gap. Finally, Chapters
5 and 6 provide an analysis of the evolution of capital requirements, own funds and solvency ratios in
2023 for a representative set of companies that operate in the Spanish insurance industry. They also
offer a summary of the main insurance-related regulatory trends affecting the operation of the
Spanish insurance industry.

We trust that this report will continue to be a source of information and analysis, helping to provide a
better understanding of insurance performance and trends in Spain and contributing to the
development of this business.

MAPFRE Economics
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Executive summary

The global economic context
and insurance activity

A significant global slowdown was expected
in 2023 due to the tightening of financing
conditions for governments, households,
and companies, given the markedly restric-
tive monetary policy of the main central
banks in their fight against the previous
year's upturn in inflation. However, the
macroeconomic environment was more fa-
vorable than initially expected, with aggre-
gate global growth at 3.3% (3.5% in 2022,
labor markets resisting the monetary tight-
ening, and private consumption that re-
mained strong, boosting performance of the
insurance industry. However, economic un-
certainty remained high due to the effect of
geopolitical conflicts, like the war in Ukraine
and, since October 2023, in Israel.

In the Eurozone, the 2023 aggregate eco-
nomic growth of 0.6% was weak (3.5% in
2022), and the slowdown, caused by weaker
performance of three of its main economies
(Germany, France and ltaly), especially in
the investment component, was marked.
However, other economies in the region
performed better than expected, particular-
ly Spain, growing 2.5% (5.8% in 2022). Infla-
tion data also improved as the year pro-
gressed, with average inflation for 2023
closing at 5.4% in the Eurozone (8.4% in
2022), but still above the 2% objective of the
European Central Bank (ECB).

In this environment of still-high inflation,
risk-free interest rates continued to rise
until October 2023 and remained unchanged
thereafter. This marked a turning point in
the monetary policy pursued since then by
the ECB, which had been systematically
raising them since July 2022, and they
reached their highest levels in more than
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two decades that month. High interest rates
supported the development of savings-
linked Life insurance, which had been
heavily affected in the last decade by the
ultra-accommodating interest rate
environment. However, the speed at which
central banks raised rates, once they
understood the inflation problem was not
temporary, caused disturbances in some
markets that had sold products with
guaranteed interest rates at below-market
rates, although this was not the case in the
Spanish market.

This situation continued during the first half
of 2024, and the first important step in
changing the monetary policy stance to-
wards less restrictive levels did not take
place until June of this year, marking a
turning point in the monetary policy applied
by the ECB in the previous two years. This
mild slowdown in the global economy is ex-
pected to continue in 2024, in an environ-
ment in which transmission mechanisms of
monetary policy to the real economy are op-
erating with a slowdown in credit, a weaken-
ing of the labor markets, and clear signs of
moderating inflation. For this reason, the
main central banks announced in their lat-
est statements that the process of easing
monetary policy (still restrictive) would con-
tinue over the coming months, at a pace
contingent on inflation data as they become
known.

The Spanish insurance industry in 2023

Spain’s insurance market in 2023 was
marked by solid economic growth based on
private consumption, an environment of in-
terest rates reaching levels not seen in the
last decade, and moderation in price
growth, with average inflation for the year
closing at 3.5% (8.4% in 2022]). This envi-



ronment greatly favored the growth of in-
surance activity, with aggregate premium
volume of the Spanish insurance industry
reaching 76.4 billion euros, a 17.8% in-
crease in total insurance premium volume
(4.9% in 2022), significantly higher than in-
flation, thanks mainly to the momentum of
Life insurance.

Life insurance premium issuing in 2023
reached 33.4 billion euros, representing
36.0% growth (4.2% in 2022). Life Savings
insurance was the main driver of growth in
Spanish insurance in the year, with a YoY
increase of 46.3%. By contrast, Life
Protection revenues dropped by 2.7% to 5
billion euros, impacted by the negative
impact of interest rate hikes on lending.
Savings products with the highest premium
volume registered significant increases:
Life annuities grew by 67.5%, deferred
capital by 57.6%, and Individual Systematic
Savings Plans (ISSP) by 67.4%. Unit-linked
insurance also had a good year, although
with more modest premium growth of
6.1%. Life insurance technical provisions
(managed savings) grew by 5.2% to 203.8
billion euros, with unit-linked insurance
standing out in this case, with 19.0%
growth in provisions (reaching 12.1% of
managed savings in Life insurance),
Individual Systematic Savings Plans (ISSP),
with 10.2% growth, and income insurance,
with 5.5% growth.

Meanwhile, the Non-Life lines of business
earned a premium volume of 43 billion
euros, representing a 6.8% increase (5.2%
in 2022). Practically all lines in this
segment showed increases, notably the
contribution of Automobile insurance, with
1.2 percentage points (pp), while Health
and Multirisk contributed 1.1 and 0.9 pp,
respectively. Thus, the main lines of
business showed great momentum
throughout 2023 and continue on that path
this year. With the latest data for June
2024, YoY Non-Life premium growth stood
at around 7.8% in the aggregate vs.
premiums from the first half of 2023. The
combined ratio for the Non-Life insurance
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segment stood at 94.8% that year, which is
1 pp below the 2022 figure (93.8%), due to a
0.8 pp drop in the loss ratio, which fell to
71.4% (70.6% in 2022). Likewise, although
to a lesser degree, management and
acquisition cost ratios showed slight
improvement over the previous year,
standing at 5.3% (0.1 pp) and 18.1% (0.1
pp), respectively.

Automobile insurance gradually increased
growth rates throughout 2023, ending
December with a premium volume of 12.1
billion euros, up 6.6% on the previous year
(3.3% in 2022). This line of insurance
continues to contribute the largest volume
of Non-Life premiums, with a 28.2% share
of this segment, closely followed by Health
insurance (26.1%). This performance was
influenced by a rise in the average
premium, which stood at 362.6 euros, 5.1%
more than in 2022, as well as an increase
in insured vehicles, which, at 33.4 million
vehicles, was up 1.5%. However, the line's
technical result continued to deteriorate in
2023. The Automobile insurance combined
ratio exceeded 100% in Q1 2023 and ended
the year at 101.6%, 3.6 pp above its 2022
level, due to more severe loss ratios and
higher provider costs due to inflation. The
loss ratio stood at 80.9%, up 3.9 pp, while
the expense ratio fell slightly to 20.7%,
down 0.3 pp. It should be noted that the
most recent data for the first half of 2024
show that the Automobile line continues to
perform well in terms of activity volume,
with a 9.1% increase in premiums.

Health insurance grew again in 2023, with
a 6.6% rise in written premiums (7% in
2022) to 11.2 billion euros, also increasing
the number of policyholders, which
reached 14.2 million, 2.9% more than in
2022. In terms of profitability, the combined
ratio for the line stood at 94.1% in 2023,
down slightly from 94.2% the previous year,
with an improvement in the loss ratio
partially offset by an increase in the
expense ratio. Finally, the financial result
grew compared to 2022, resulting in a
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technical-financial result of 8.7% of
premiums, an improvement of 2.6 pp YoY.

It should be noted that, although the Health
insurance loss ratio improved slightly in
2023, these are the highest figures in re-
cent years, mainly due to: (i) the frequency
with which policyholders use private health
care services remains high; [ii) private
medical centers are increasingly providing
insured parties with more comprehensive
services, offering care in the same health
center for initial consultations, diagnostic
tests, and even surgery; and (iii) large pri-
vate hospital chains continue to exert up-
ward pressure in negotiating health care
rates with insurance companies to cover
medical services provided to their policy-
holders.

Multirisk insurance, in turn, is still the third
Non-Life line by premium volume, main-
taining a 21.3% share in 2023, and rev-
enues of 9.2 billion euros in premiums,
6.8% more than the previous year. Industri-
al Multirisk insurance has sustained an
uninterrupted growth trend over the last
six years and increased by 9.3% in 2023.
The Home, Condominium, and Commercial
lines also saw greater growth than the year
before and exceeded 2022 premiums by
6.3%, 6.4%, and 4.9%, respectively. It
should be noted that Home and Condo-
minium insurance policies have been af-
fected by severe weather phenomena,
which have had a negative effect on the
loss ratio and increased the combined ra-
tio. As a whole, the combined ratio of Multi-
risk insurance increased by 1.1 pp to 97.5%
of premiums, as a result of a 1.6 pp wors-
ening of the loss ratio, despite a -0.5 pp
improvement in expenses. With regard to
early data for the first half of 2024, pub-
lished figures continue to show strong per-
formance in this line of insurance activity,
with an aggregate increase in premiums of
8.4%.

Aggregate profitability indicators show that
the Spanish insurance industry achieved a
profit of 5.5 billion euros in 2023, a slight

drop of 1.3% compared to the previous
year's growth of 9.0%. However, in relative
terms, the industry’s profitability improved,
registering a return on own funds (ROE) of
13.2%, a 0.6 pp increase from 2022.
Meanwhile, the sector's profitability,
measured as the ratio of the year's results
to average total assets (ROA], barely
changed in 2023, at 1.7%, with a slight
increase of 0.05 pp compared to the
previous year.

The total volume of insurance companies’
investments in the Spanish market in 2023
increased to 305.1 billion euros, up 9.0%
YoY, partially overcoming the significant
decline of 15.0% in 2022. This took place in
a year in which the valuation of the main
asset categories for insurance company
investments saw downward corrections
due to accelerated interest rate hikes by
the main central banks. Analysis of the in-
vestment structure of the Spanish insur-
ance industry shows that the main asset
category continues to be fixed income, rep-
resenting 51.6% of the investment portfolio
in 2023 (51.2% in 2022), with sovereign debt
fixed income as the dominant component.
Corporate fixed income, in turn, accounted
for 19.2% (19.0% in 2022) of the portfolio
(after deducting the effect of the valuation
on derivative and structured products).
Most industry investments’ credit ratings
were on the second rung of the ratings
map included under Solvency Il regulations
(equivalent to A, in line with the Spanish
sovereign risk rating at year-end 2023. Eq-
uities, in turn, represented 7.2% of insur-
ance industry investments in 2023 (7.4% in
2022).

Structural insurance trends in Spain

The strong performance of the Spanish
insurance industry in 2023 fostered
increased insurance penetration in the
economy (ratio of premiums to gross
domestic product), which rose to 5.22%,
compared to 4.81% in 2022. This increased
penetration of insurance in the Spanish
economy was due, in particular, to the



penetration rate of Life insurance, up 0.5 pp
to 2.28%, while the penetration rate of Non-
Life insurance stood at 2.94%, nearly
unchanged from the previous year.

Conversely, the density of insurance in
Spain (premiums per capita) stood at
1,571.50 euros in 2023, an increase of 223.8
euros compared to the previous year. There
was growth in both market segments, with
a greater contribution from Life insurance,
which increased its density by 176 euros, to
686.5 euros. Meanwhile, the density of the
Non-Life insurance segment stood at 885
euros, an increase of 47.5 euros. Thus,
density in the Life insurance segment rose
further, boosted by the positive effect of
interest rate hikes.

Finally, the depth index (share of direct Life
insurance premiums versus total direct
premiums in the market) stood at 43.69%
in 2023, significantly higher than the previ-
ous year's 37.9%, but still far away from
the 48.8% reached in 2016, its historic
maximum, and below the levels attained in
the last decade. In view of the foregoing,
and despite its improvement, the behavior
of this indicator continues to confirm the
insufficient performance of the Life insur-
ance segment in the Spanish insurance
market.

The Insurance Protection Gap (IPG) in 2023
stood at 28.9 billion euros, 8.6 billion euros
less than the previous year. This reduction
in the IPG is due to the Spanish market's
improved performance with respect to the
more developed reference markets, espe-
cially in the Life insurance line. However,
despite this improvement, from a structur-
al perspective, the IPG composition contin-
ues to confirm the insufficient performance
of the Life insurance segment, represent-
ing 94.3% of the gap in 2023 (27.2 billion
euros), while Non-Life insurance barely
accounted for the remaining 5.7% (1.7 bil-
lion euros).
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Solvency position of the Spanish
insurance industry

Finally, an analysis of the individual Solven-
cy and Financial Condition Reports (SFCR)
published by Spanish insurance compa-
nies, in accordance with the risk-based
prudential regulation applicable in the Eu-
ropean Union (Solvency I1), with a sample of
companies representing 74.6% of insur-
ance premiums and 67.2% of technical
provisions in the market in 2023, shows
that the Spanish insurance industry re-
mains sound and healthy. The aggregate
total solvency ratio of the sample analyzed
stood at 229.5% (227% in 2022).



1.1 Economic aspects

Global and European environment

A significant global slowdown was expect-
ed in 2023 due to the tightening of financ-
ing conditions for governments, house-
holds, and companies, given the markedly
restrictive monetary policy of the main
central banks in their fight against the pre-
vious year's upturn in inflation. Neverthe-
less, the macroeconomic environment was
more favorable than initially expected: ag-
gregate global growth reached 3.3%, com-
pared to 3.5% in 2022 (see Chart 1.1-a),
with labor markets holding up well to
monetary tightening and private consump-
tion remaining strong with the help of re-
maining savings accumulated during the
pandemic and still-expansionary fiscal
policies that governments implemented to

1. Economic and demographic context

support their respective economies. How-
ever, economic uncertainty remained high
due to geopolitical events, like the war in
Ukraine and, since October 2023, the con-
flict in Israel.

In the Eurozone, the 2023 aggregate eco-
nomic growth of 0.6% was weak (3.5% in
2022), and the slowdown, caused by weak-
er performance of three of its main
economies (Germany, France and ltaly),
especially in the investment component,
was marked. However, other economies in
the region performed better than expected,
particularly Spain, growing 2.5% (5.8% in
2022). Inflation data also improved as the
year progressed, with average inflation for
2023 closing at 5.4% in the Eurozone (8.4%
in 2022), but still above the 2% objective of
the European Central Bank (ECB). Signs of
moderation continued thereafter, reaching
2.2% YoY in August 2024 (2.6% in July). In

Chart 1.1-a
Global: economic growth and inflation
(quarterly data, year-on-year variation)
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this environment of still-high inflation,
risk-free interest rates continued to rise
through October 2023 and remained un-
changed thereafter, marking a turning
point in the monetary policy pursued since
then by the ECB, which had been systemat-
ically raising rates since July 2022, which
reached their highest levels in more than
two decades in October 2023.

This situation continued during the first
half of 2024, and the first important step in
changing the monetary policy stance
towards less restrictive levels was not seen
until June of this year, marking a turning
point in the monetary policy applied by the
ECB in the previous two years, reducing
interest rates 25 basis points (bps), to
4.25% for main refinancing operations and
3.75% for the deposit facility. Moreover, the
ECB decided to continue on its path of
gradually reducing the size of its balance
sheet, without significantly affecting risk
premiums in the countries with the highest
debt levels, which nevertheless saw a
temporary upturn after the French
elections. Due to this situation, the yield
curve began to relax across all maturities
from the peaks reached at the beginning of
Q4 2023, partially alleviating the downward
pressure on longer-duration fixed income
valuations experienced as a result of the
rapid, sustained rise in interest rates since
the middle of the previous year.

This mild slowdown in the global economy
is expected to continue in 2024, in an
environment in which the transmission
mechanisms of monetary policy to the real
economy are operating with a slowdown in
credit, a weakening of the labor markets
and clear signs of moderating inflation,
leading the main central banks to
announce in their latest statements that
the process of easing monetary policy (still
restrictive] would continue in the coming
months at a pace contingent on inflation
growth data as they become known.
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Economic environment
and insurance demand

The Spanish insurance market in 2023 was
marked by solid economic growth based on
private consumption (better than initially
expected despite the tight monetary policy
implemented by the ECBJ, an environment
of interest rates reaching levels not seen in
the last decade, and moderation in price
growth, with average inflation for 2023
closing at 3.5% in Spain (8.4% in 2022). This
environment fostered the growth of
insurance activity, leading to a 17.8%
increase in total insurance premium
volume (4.9% in 2022), significantly higher
than inflation (in contrast to the previous
year). Meanwhile, premium adjustments as
policies were renewed, and higher financial
income throughout the year, together with
the progressive improvement in the
profitability of investment portfolios,
increased the profitability of the insurance
industry.

By major lines of business, Life insurance
premiums grew by 36.0% (4.2% in 2022),
recovering from the declines suffered
during the pandemic years and reaching
levels not seen in the last two decades. Life
Savings insurance premiums grew by
46.3% (4.4% in 2022), thanks to the positive
effect of interest rate hikes on demand in
this insurance segment. Meanwhile, Life
Protection premiums dropped 2.7%,
impacted by the negative effects of the
monetary policy tightening process on
credit. Aggregate Non-Life insurance
premiums in 2023 were up 6.8% (5.3% in
2022), with all major lines of business
contributing to growth, most notably the
recovery of Automobile insurance, which
had suffered the most during the
pandemic.

Charts 1.1-b and 1.1-c provide a medium-
term analysis (2013-2023] illustrating the
close relationship between economic
growth and insurance demand. This
relationship is especially significant in the
Non-Life business. Although it diverged
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Chart 1.1-b
Spain: economic growth and
insurance demand
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Chart 1.1-c
Spain: trends in direct insurance
(2013 index=100)
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from the GDP variation path in 2020 as a
result of disturbances from the pandemic,
breaking this trend amid an abrupt drop in
GDP that did not fully transfer to this
business, it recovered it in the following
years. The decade closed with 41.5%
growth in Non-Life premiums, compared to
nominal GDP growth of 43.2% in the same
period (Chart 1.1-c]. The Life business, also
affected by interest rate behavior and
particularly the change in the ECB's
monetary policy stance from mid-2022
(after over a decade of ultra-accommodative
interest rates), continues to drive the return
of Life savings and annuity products to the
market, recovering from the sharp decline
suffered by the Life business since 2016 in
one year, with 30.8% growth over the last
decade due to the marked rise in
premiums in 2023.

It should be noted that, based on the latest
data for the first six months of 2024,
premium income in Spain's insurance
market did not maintain its 2023 growth
rate and even dropped 2.2% YoY. The
decline was due to the unique dynamics of
Life insurance, which fell 14.1%, weighed

down by the Life savings segment (-17.2%),
after strong 46.3% growth in 2023 for the
year as a whole. Despite this drop in
premium volume, in terms of managed
savings [(mathematical provision], Life
insurance grew 3.9% in the first half of
2024. Meanwhile, the Life Protection
business rose 3.0% in the first six months.
The Non-Life segment continues to grow at
a good pace, at 7.8%, with increases across
practically all lines, most notably
Automobile (9.1%]), Multirisk (8.4%), Health
(7.4%), and other Non-Life insurance lines
(6.3%).

Real estate sector

As highlighted in previous versions of this
report, insurance operations related to the
real estate market (Home and Life Protec-
tion Insurance) play an important role in
the Spanish insurance market. Statistics
from the Ministry of Transportation and
Sustainable Mobility presented in Chart
1.1-d point to an 11.03% reduction in deed-
ed real estate transactions (638,591 units)
in 2023 compared to the previous year
(717,734 units). The causes of this decline
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Chart 1.1-d
Spain: home sales
(number of transactions, thousands; year-on-year change, %)
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in 2023 are found in rising prices (especial-
ly in single-family housing), with a YoY vari-
ation of around 5.3%, and the slump in
mortgage origination with relatively high
interest rates. Despite these data, the av-
erage change over the last five years rep-
resents an increase of 3.4%.

Meanwhile, the evolution in the number of
transactions by economic agents has var-
ied, with significant growth in real estate
activity in the years prior to 2007, followed
by sharp drops between 2007 and 2009 due
to the subprime mortgage crisis, in 2010-
2012 amid the sovereign debt crisis, and
more recently in 2020 due to the COVID-19
pandemic. In 2021, there was short but
high growth due to the base effect, which
began to taper off in 2022, mainly due to
high cost of raw materials that affected
prices of all goods and services, including
those related to construction and higher
interest rates, which had a direct impact on
financing for real estate purchases. Like-
wise, data published by the Ministry of
Transportation and Sustainable Mobility
show a 6% drop in the number of construc-
tion management approvals in 2023 com-
pared to 2022, as well as a 4.2% decrease
in construction certifications.

According to estimates by the Ministry of
Transportation and Sustainable Mobility,
by 2023 Spain's housing stock stood at
26,902,443 units. As Chart 1.1-e
illustrates, between 2001 and 2023 there
was 27.9% cumulative growth,
highlighting years such as 2017, which
accounted for 2.3% YoY, and 2020, with
1.35% YoY growth, while 2023 growth was
only 0.34% with respect to 2022. According
to data from the National Statistics
Institute (INE), new housing transactions
fell by 11.1%; this situation is similar to
that of home resale transactions, which
decreased by 11.0% (see Chart 1.1-f],
lower than the 2022 figures (-5.7% and
7.9%, respectively). The decline of both
indicators in 2023 is attributable to a
slowdown in economic activity, high
inflation, and interest rates that remain
relatively high, all of which have made it
difficult for households and other
economic agents to purchase homes.

In 2023, contrary to what happened in
2022, we see that the YoY variations in
housing transactions by autonomous
community were negative in practically all
of Spain, most significantly in: The
Balearic Islands, -20.05%; Ceuta and
Melilla, -19.04%; Madrid, -16.2%; the Ca-
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Chart 1.1-e
Spain: housing stock
(number of homes, thousands; year-on-year change, %)
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nary Islands, -15.78%; the Basque Coun-
try, -15.22%; and Catalonia, -12.64%. In
contrast, only Asturias had positive growth
of around 1.4%. Likewise, with regard to
transactions carried out by provinces over
the national total, the YoY variation per-
centages are negative in most territories,
most notably Las Palmas de Gran Canaria
at -16.82%, Vizcaya at -16.62%, and Mala-
ga at -15.93%. Only Orense and Guadala-
jara, at 2.37% and 2.36%, respectively,
show positive numbers.

Chart 1.1-g shows the evolution of the
household credit gap (credit variance as a
percentage of GDP with respect to its long-
term historical average) and the housing
price index from the late 1990s to 2006 (the
year before the subprime crisis). According
to this information, household debt volume
as a percentage of GDP is higher than its
long-term average, reflecting a positive
gap, with a marked upward trend for the
entire decade, affecting both the number of
new housing starts and the price level.
Thereafter, there is a sharp decline, where

Chart 1.1-f
Spain: sales of new homes vs. sales of existing homes
(year-on-year change, %; breakdown, %)
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Il Household credit gap (OSHP* mean dev.), % GDP
— Housing price index (1980=100), right axis

*OSHP = One Sided Hodrick-Prescott

Chart 1.1-g
Spain: household credit gap

Source: MAPFRE Economics (based on data from the Ministry of Transport and Sustainable Mobility, and the BIS)

Il Household credit gap (0SHP* mean dev.), % GDP
— Homes started (1980=100), right axis

the credit gap anticipates the real estate
crisis that will actually occur in the 2008-
2009 period. Between 2007 and 2011, the
household credit gap narrowed ostensibly,
coinciding with a decline in housing prices
and housing volume. From that point on,
the gap became increasingly negative, sta-
bilizing between 2014 and 2015. As early as
2020, coinciding with the COVID-19 pan-
demic, and through 2022, the negative
credit gap increased, accompanied by con-
tinued housing price growth. In contrast, in

2023, although the negative credit gap con-
tinues to grow, there is less variation in
price growth.

Meanwhile, real estate transactions
carried out by foreigners (residents and
non-residents) in 2023 accounted for
19.3% of the national total (18.2% in 2022).
At the provincial level, coastal areas
remained those preferred by foreigners
for home purchases, of their total
transactions [(Alicante, 22.8%; Malaga,

B Resident foreigners
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Chart 1.1-h
Spain: real estate transactions involving foreigners
(number of real estate transactions; year-on-year variation, %)

125,000

100,000

75,000

50,000 IIIII

IIHII"I
58-I L o ®oaQg
Q&

(THOUSANDS])

2023 I S —

o~
o~
o
Y

2021 I S

Source: MAPFRE Economics (based on data from the Ministry of Transport and Sustainable Mobility)

[ | Non-resident foreigners

60%

30%

0

°
>

gl IJ_
|||| || I

-30%

-60%

2008
2009

1

1

1

1

1

1

1

1

1

1
2020
2022
2023

2021




THE SPANISH INSURANCE MARKET IN 2023

Chart 1.1-i
Spain: trends in the number of mortgages
(number of mortgages, thousands)
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11.2%; Barcelona, 8.2%; Canary lIslands,
7.8%; Valencia, 6.8%, with the exception of
Madrid, with 6.3%). It should be noted that
in 2023, there was a drop of 4.7% for
resident foreigners' transactions and
12.9% for non-resident foreigners, in
contrast with the high growth in 2022 (see
Chart 1.1-h). Finally, according to data
from the Annual Housing and Land
Observatory Bulletin, the most prominent
nationalities of foreign buyers are British,
at 9.5%, German, at 7.3%, and French, at
6.7%.

With provisional data published by the INE
on mortgages issued by type between 2019
and 2023 (see Chart 1.1-i), we see that the
largest number of mortgages (608,656
units) were registered in 2022, while
496,333 units were originated in 2023,
18.5% less than the previous year.
Mortgages issued in 2023 for home
purchases accounted for 76.7% of all
mortgage loans, with a 74.6% increase over
the last five years (see Chart 1.1-j). All
remaining categories of mortgages on
properties showed negative YoY variations

Chart 1.1
Spain: mortgages issued vs. total properties
(number of mortgages, thousands; year-on-year change, %)
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Chart 1.1-k was even higher than the decrease

Spain: trends in home ownership, experienced in 2022 (-17.21%).
rental and occupancy free of charge*

(%) Regarding the General Housing Price Index

(HPI), the INE published a YoY change of

= e e 4.2% in Q4 2023, lower than that recorded
peney ’ for the same period of 2022, when it
90% registered 5.5%. The new housing HPI for

2023 ended the year with a 7.5% increase
(compared to 6.2% in 2022), while the home
resale HPI in 2023 was 3.6% (compared to
5.3% in 2022).

60%
Meanwhile, Chart 1.1-k, with data from the
Housing and Land Observatory, shows an
increase in home ownership at the ex-
pense of rental housing and other forms of
housing tenure until 2001, after which the
process is reversed, with an increase in
the number of rentals versus a decline in
home ownership. Finally, with values bro-
ken down by housing tenure system ac-
cording to the Living Conditions Survey
Source: MAPFRE Economics (based on INE data) “—CS]. from 2008 to 2023. renting free of
*Data as of July 2023 charge remains at 6.1%, and there is an
aggregate increase in rental, from 18.1%
in 2023: rural properties at -19.6%, land at in 2022 to 18.7% in 2023, which represents
-19.8%, and other at -20.1%. Mortgage a YoY increase of 3.3% [see Chart 1.1-1).
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policy measures aimed at correcting these
problems. The Bank of Spain emphasizes
the need for these measures to consider a
broad time horizon, involve the different
public administrations with responsibilities
in housing matters, and focus especially on
stimulating housing supply, especially in
the rental market and social rent. Law
12/2023, of May 24, regarding housing
rights, was approved in 2023. As stated in
its preamble, this piece of legislation seeks
to align with the provisions of the Constitu-
tion, in order to guarantee the enjoyment of
decent and adequate housing, urging the
public authorities to promote the necessary
conditions to guarantee equal access and
other constitutional rights related to hous-
ing. With this in mind, this regulation pro-
poses the following measures: incorporat-
ing “stressed areas” in towns where young
people and vulnerable groups need as-
sistance to access the rental market, limit-
ing rent prices, regulating sales of public
housing stock to investment funds, estab-
lishing minimum land reserve percentages
for housing with some type of protection,
as well as changes in the current classifi-
cation of subsidized housing.

Auto sector

Due to its characteristics and dynamics,
the auto sector is another area of economic
activity with a substantial impact on insur-
ance demand in Spain. In 2023, the coun-
try's vehicle fleet totaled 36.1 million, 1.1%
more than the previous year. The motorcy-
cle segment once again showed the great-
est growth of 3.9%, while private cars rep-
resented 70.3% of the total, having risen by
0.5% to 25.4 million (see Chart 1.1-m).

Registration data notably improved from
-3.7% in 2022 to 15% in 2023, although they
remained short of breaking the million-unit
barrier and reaching 2019 levels. During the
year, supply and distribution problems, as
well as inflation and higher interest rates,
were overcome. However, the latter factors
made it more difficult to access financing for
new vehicle purchases. Buses again
registered the highest increase over the
previous year, at 54.6% (36.4% in 2022).
Passenger vehicles, which represent 70.9%
of registrations, increased by 13.8% for a
total of 1,040,767 units. In turn, the
percentage of vehicles more than 10 years
old versus the total fleet remained high,
increasing slightly from 62.6% in 2022 to
63.2% in 2023. The number of vehicles over
20 years old increased by 10.9% in 2023,
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Spain: vehicle fleet
(number of vehicles, thousands; year-on-year growth, %)
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representing 27% of the vehicle fleet (24.6%
in 2022).

According to data from the Directorate
General of Traffic's report on fatal
accidents on interurban roads, there were
448.7 million road trips in 2023, with the
number of drivers rising to 27.8 million.
Fatalities remained stable, while the
number of long-distance trips (+2.0%) and
the number of drivers (+0.4) increased.
Run-off-the-road accidents continued to
register the highest number of fatalities, at
486 people, 42% of total fatalities.
Meanwhile, fatalities in head-on collisions
dropped 9.0%: 225 in 2023 versus 246 the
year before. Motorcyclists were the group
with the highest increase in mortality, with
299 fatalities, 45 more than in 2022.
Fatalities in pedestrian collisions
decreased (118 in 2023 compared to 127
the previous year), and almost half died in
accidents that took place on highways and
freeways (56). The number of fatal events
increased, but the number of fatalities was
almost the same, indicating that the
average fatality rate (number of fatalities
per claim) decreased. There were 25 days
with 0 fatalities, four days more than the
previous year, and the daily average of road
fatalities was 3.1 people. Finally, the age
group with the greatest increase in
mortality was the 45 to 54 age group, with
228 deaths, 20% of the total and 11%
higher than in 2022. Child mortality was
also on the rise, with a total of 22 deaths
between 0 and 14 years of age in 2023, the
second-highest figure in the last 10 years,
second only to 2014.

Compared with the accident trend in the
European Union, this region is stable, with
figures for the various countries ranging
from +/-5%, according to the European
Commission. Based on provisional data for
the first half of 2023, death rates in
Sweden, Ireland, and Estonia increased in
2023, while Germany and Denmark
stabilized. At the provincial level, Madrid,
with 7% (78) of the total, and Barcelona,
with 6% (63), registered the highest figures,
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with an increase of 11% (+8) and a
decrease of 14% (-10) YoV, respectively.

Corporate sector

According to data from the Central Busi-
ness Directory (DIRCE), at the beginning of
2023, there were 3,207,580 active compa-
nies in Spain, 0.5% more than on the same
date the year before. According to this in-
formation, the Other Services sector, with
2,006,380 operating enterprises, once
again had the most weight in the structure
of the company population, representing
62.6% of the total. This sector encompass-
es everything from hospitality to financial
services and insurance, as well as health,
administrative, and educational activities.
The sector with the second highest weight
was Commercial (20.2%]), including whole-
sale and retail sales activity. Finally, the
Construction and Industry sectors repre-
sent 11.8% and 5.5% of enterprises, re-
spectively.

The Spanish business community is char-
acterized by having a smaller number of
salaried employees and highly dynamic
longevity. Thus, 81.6% of all companies
employed two or fewer workers and 53.6%
had no salaried employees. Some 39.1% of
companies without employees were in their
first to fourth year of existence, while
33.9% of companies with 20 or more em-
ployees are veteran companies operating
for 20 years. The highest percentage of
small businesses are found in the Other
Services sectors (84.2%), and the majority
of large companies are concentrated in the
Industrial sector, where 9.1% of the total
had 20 or more employees. The DIRCE reg-
istered 1,831,133 companies represented
by an individual, of which 37.4% (36.9% the
year before) were represented by a woman.
The presence of businesswomen is notable
in the Education, Health, and Social Ser-
vices sector, with 57.7%, while the pres-
ence of men in the Construction (97.1% of
the total] and Transport sector was 89.5%.
By autonomous community, Catalonia is
the top community for number of active
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companies, with 18.4% of the total. More
than half of operating Spanish enterprises
are concentrated in three autonomous
communities: Catalonia (18.4%), Madrid
(15.7%]), and Andalusia (16.2%].

Meanwhile, taking into account the trend of
the last year, 352,142 companies began
conducting economic activities during
2022, and 355,028 ceased all activity. The
sectors that created the most companies in
net terms in 2022 were: Real estate activi-
ties (6,010) and building construction activ-
ities (3,379). In turn, the sectors with the
greatest negative balances were: Retail
sales, except motor vehicles and motorcy-
cles (-14,653) and ground and pipeline
transport (-6,533). According to INE com-
pany statistics, there were 108,091 new
company registrations in 2023, up by 9.1%
on 2022. The capital subscribed for incor-
poration increased by 21.2%, and the aver-
age capital increased by 11.1%, with re-
spect to the previous year. Likewise, the
number of companies that were dissolved
that year also dropped (24,764), down 5.6%
from 2022, while 29,424 corporations in-
creased their capital, 1.3% more than in
2022 (capital subscribed in increases regis-
tered 8.8% growth and average capital in-
creased by 7.4%). Some 19.2% of corpora-
tions created in 2023 fell under Commer-
cial, while 16.9% were Real Estate, Finan-
cial and Insurance. Looking at dissolved
companies, Commercial accounted for
20.1%, and Construction 15.8%. Finally, the
communities with the most commercial
companies created in 2023 as a whole re-
mained Madrid (24,671) and Catalonia
(20,646), while the communities with the
greatest number of dissolutions were
Madrid (8,244) and Andalusia (3,826).

Interest rate environment

Since the previous edition of this report,’
expectations that major central banks will
cut interest rates in the future have been
reflected in the downward movement of
interest rate curves. However, these
movements have been subject to rallies

throughout the year, as indicated by high
volatility levels. The United States, where
easing is expected to start later, has
remained slightly above the average values
of 2023, while the Eurozone, whose most
recent values are below the previous year's
averages all along the curve, has been
below. Under this interest rate structure,
the outlook is still beneficial for both Life
Savings and traditional annuities, which
continue to offer high rates after a long
period of low interest rates.

As stated above, at its last meeting in June,
the ECB decided to cut interest rates by 25
bps for the first time since the start of
monetary normalization, placing them at
4.0% for the main refinancing operations
and 3.75% for the deposit facility. On the
balance sheet side, it maintained its
roadmap to reduce its size at a measured
and predictable pace (although no longer
reinvesting maturities under the Asset
Purchase Program, APP)], as well as
continuing with the planned change to the
Pandemic Emergency Purchase Program
(PEPP), which will give way to an
interruption of reinvestments at the end of
2024 as well as a reduction process [in the
second half of 2024) worth 7.5 billion euros
per month on average. Finally, no
additional guidance was presented for
Targeted Longer-term Refinancing
Operations (TLTROs).

In recent months, inflation has continued to
moderate, at least partially dispelling
concerns in this regard. Conversely, it
seems that the growth trajectory is failing
to move towards a clear path of expansion,
adding an additional concern for the ECB
when assessing the timing of subsequent
rate cuts. However, these moves are
unlikely to tip the scales enough to remove
vigilance from the risk map and signal
commitment to a particular rate path. As a
result of these arguments, rates at the
short end of the curve have moderated, and
part of the mid-range inversion of the
curve has receded. This dynamic, together
with the restraint of underlying risks, which
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have been filtering expectations since the
beginning of the year, has allowed term
premiums to remain somewhat more
stable and still subject to the low range of
2023.

This dynamic so far in 2024, while capping
the returns of the Life Savings insurance
segment and the prospects of other short-
term savings products, continues to offer
attractive returns per term in the middle
and long end of the curve, prolonging the
attractiveness of products such as
annuities and savings through products
with longer-duration interest rate
guarantees. Chart 1.1-n shows the
minimum, average, and maximum levels
interest rates reached in 2023, as well as
the latest risk-free yield curves for the euro
published by the European Insurance and
Occupational Pensions Authority (EIOPA)
corresponding to the end of June and
August 2024.
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For the rest of the year, the pace of disinfla-
tion is expected to continue setting the
course for a monetary policy that, a priori,
will remain prudent, flexible and preserving
the margin for action if necessary. While the
inflation thermometer will remain the key,
interest rates are still expected to remain
positive in real terms on a protracted basis
over time, which, accompanied by more
moderate wage dynamics and the absence
of additional escalations on the geopolitical
front that would exacerbate supply issues,
should allow the ECB a clear path to contin-
ue cutting interest rates by at least an addi-
tional 50 bps through the end of 2024.

1.2 Demographic aspects

Demographic trends

According to data and forecasts published by
the United Nations?, the low birth rate and
the reduction in mortality rates, with a
consequent increase in life expectancy, is
leading to a progressive aging of the Spanish
population. Despite being one of the
European Union countries that receive the
largest number of immigrants, projections
continue to point to an increasingly aging
population throughout this century, giving
rise to a constricted population pyramid (with
an increasingly older population carrying
significant weight). Chart 1.2-a illustrates
how this process is affecting the Spanish
population in particular, as well as the rest of
the world. It should be noted that this
demographic transition process will
progressively increase pressure on the health
and pension systems, as the proportion of
people reaching old age increases while the
labor force shrinks.

As mentioned above, the generalized
reduction in mortality rates has led to a
considerable increase in life expectancy. As
illustrated in Chart 1.2-b, life expectancy at
birth in Spain has been gradually increasing,
placing the country above the other global
economies over the years, rising from 61.8
years in Spain and 46.5 years globally in
1950, to 82.3 and 72.0 years, respectively, in
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Chart 1.2-a
Spain: comparative trends in the population pyramid
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Life expectancy at birth
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Chart 1.2-b
Spain: life expectancy at birth and fertility rate
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2020. Projections indicate that life expectancy
at birth could reach 87.5 years in Spain and
77.2 years worldwide by 2050, reaching 93.3
and 82.1 years at the end of the century. It is
worth noting that the gap in life expectancy
between Spain and the rest of the world is
narrowing, as it is growing faster at a global
level due to a base effect. The Spanish
fertility rate was 2.4 percentage points (pp)
lower than that of the world in 1950, and in

that this rate is trending toward global
convergence by the end of the century, a
mere 0.3 pp lower than that of the rest of the
world.

Meanwhile, following the advance published
by INE with final data as of January 2024,
Chart 1.2-c shows the evolution of the
Spanish population, which reached 48.6
million inhabitants in 2023, registering a
1.1% YoY increase and rising 4.5% over the

2023 it will be 1 pp lower. It should be noted
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Chart 1.2-d
Spain: breakdown of the population by
age and gender, 2023
(structured in five-year cohorts, %)
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last decade. This same year, the percentage
of Spaniards was 86.6%, compared to 13.4%
foreigners. With respect to the previous
year, both components of the population
have grown in absolute terms, foreigners
having the greatest increase, at 6.6%
compared to 0.3% for Spaniards, resulting
in a 0.7% decrease in the percentage of
Spaniards in relative terms, from 87.3% of
the population in 2022 to 86.6% in 2023.
Finally, Chart 1.2-d presents the breakdown
of the population by age and gender,
distinguishing between Spaniards and
foreigners, based on definitive data
published by the INE as of January 2024.

Ultimately, the aging of Spain’s population
continues to worsen, forming a restrictive
population pyramid that is not expected to
change until the end of the century. In line
with this trend, the dilemma of an aging
population is expected to increase
progressively in the coming years, which
will undoubtedly lead to considerable
financial and budgetary pressures on public
accounts.






2.1 Market concentration

The analysis of the Herfindahl and CR5
indexes allows us to monitor the
concentration levels of the insurance
industry in Spain over the last decade. In
this regard, Chart 2.1 shows that while the
Herfindahl Index stood at 489.6 points in
2013, in 2023 this indicator rose to 636
points, 69.9 points higher than in 2022,
when it dropped 49.6 points. However, the
index remains far below the theoretical
threshold (1,000 points], signaling the
beginning of industry concentration levels.

Meanwhile, the behavior of the CR5 index
also shows this trend of increasing
concentration between 2013 and 2023, from
40.5% to 45.3%, with a period of decline
from 2017 to 2020 that was strongly
influenced by the performance of the Life
insurance segment. Chart 2.1 shows that in
2023, the concentration of the five major
groups increased 2.5 percentage points (pp),
with a greater concentration in Life
insurance groups of 6.2 pp, with 1.2 pp in

2. Structure of the insurance industry

Non-Life. This increase in Non-Life
concentration to 48.3% comes after nearly a
decade of stable behavior, with a CR5 ratio
that has hovered around 47% since 2015,
starting from 44.9% in 2013.

2.2 Ranking of companies
Total market

The significant growth registered in the Life
business in 2023 by some of the largest
insurance companies in the Spanish market
has led to significant changes in the total
premium ranking by group. Thus, VidaCaixa
remains the leader in 2023, with a market
share of 14.9% (11.9% in 2022) and premium
income of 11.4 billion euros, 47.2% more
than the previous year, thanks to the boost in
annuities and guaranteed savings insurance.
MAPFRE is next, with 8.5 billion euros in
premiums and a 16.2% increase over the
previous year, followed by Mutua Madrilena,
with 7.2 billion euros and a 10.5% rise. Zurich
climbed from eighth place to fourth place in

Chart 2.1
Spain: concentration indexes
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Chart 2.2-a
Spain: overall ranking of insurance groups by premium volume
(millions of euros)
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the ranking, thanks to a 65.6% increase in
premiums due to the boost from
Bansabadell Vida, the insurance company
with which the group has a joint venture.
Axa moved up one place to fifth, followed by
Grupo Catalana Occidente (GCOJ, which
dropped three places despite a 7.3%
increase in premiums issued. Among the
last four places, the performance of the
Santalucia group, up 40.6%, should be
highlighted. The merger by absorption of
Liberbank Vida y Pensiones and CCM Vida y
Pensiones into Unicorp Vida, a group
company, has strengthened the latter's
place in the market and has placed
Santalucia in seventh place in the overall
ranking (ninth in 2022) and fifth in the Life
line (see Chart 2.2-a).

Non-Life market

The Non-Life insurance segment once
again performed positively in 2023, with
premium growth in practically all lines.
This is also reflected in the performance of
the main insurance companies, which, as
shown in Chart 2.2-b, increased their
revenue. Mutua Madrilena remains the
leader in the rankings with a market share
of 15.6%. MAPFRE is next with a share of

13.9%, followed at a significant distance by
Allianz, which accumulated 6.6% of Non-
Life premiums. There has been only one
change in the ranking positions compared
to the 2022 data, which is the rise of Axa to
fourth place, after registering a 19.5%
increase in premium volume, driven by the
acquisition of GACM Espana (Groupe
Assurances du Crédit Mutuel) and a strong
performance in all business lines.

Life market

As shown in Chart 2.2-c, the performance of
the different groups in the Life Insurance
ranking was more disparate than in the
Non-Life segment, with some groups show-
ing significant premium increases and oth-
ers showing drops, leading to their ascent in
the rankings. VidaCaixa continues to lead
the category, with a market share of 34%.
Zurich climbs two spots to second place
thanks to the growth of Bansabadell Vida,
with which the group has a joint venture.
Zurich's ascent places Santander Seguros
and MAPFRE in third and fourth place in the
ranking, respectively, with market shares of
7.9% and 7.5% in each case. Next is San-
talucia, which moves from sixth to fifth place
thanks, as mentioned above, to the merger
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by absorption of Liberbank Vida y Pensiones
and CCM Vida y Pensiones into Unicorp Vida.
Of the remaining positions, the entry into the
ranking of BBVA Seguros, after increasing

premiums by 67.9%, and the exit of Mutuali-
dad de la Abogacia, which had joined the
ranking the previous year, are noteworthy
(see Chart 2.2-c).
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Chart 2.2-d
Spain: ranking of insurance groups by Life technical provisions
(millions of euros)
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Managed savings

Life insurance technical provisions totaled
203.8 billion euros at the end of 2023, an
increase of 5.2% compared to the previous
year. The group placements in the ranking
of this segment based on technical
provisions is more stable than the
premium-based criteria, with only two
movements in the ranking.

The top three positions remain unchanged,
with VidaCaixa in first place (with a 35.7%
share), followed by Santander Seguros
(7.4%) and MAPFRE (6.4%). The first change
occurs in fourth place, now occupied by
Mutualidad de la Abogacia instead of BBVA
Seguros, which drops to fifth place due to a
1.4% drop in Life technical provisions. The
next change in this ranking occurs in
seventh and eighth places, held by Ibercaja
and Santalucia, respectively, after the two
exchanged the positions they held in 2022
(see Chart 2.2-d).

2.3 Insurance market structure

Insurance companies

In 2023 the number of insurance companies
in the Spanish market remained on a
downward trend. By June of that year, there
were 72 fewer companies than in 2013 (see
Chart 2.3-a). Factors that have influenced
this process include the reorganization of
bancassurance agreements implemented by
some banks following mergers with other
credit institutions, as well as the entry into
force of Solvency II, with insurance
companies seeking a more appropriate size
to deal with the quantitative and qualitative
requirements of the new regulation.

Thus, at the end of June 2023, the Adminis-
trative Register of Insurance Companies
(RAEA - Registro Administrativo de Entidades
Aseguradoras) reported the existence of 192
insurance companies in the Spanish market,
3 fewer than at the end of 2022. Its legal
structure can be broken down as follows: 125
limited liability companies, 28 mutual com-
panies, and 35 mutual provident societies
(under the control of the General Directorate
for Insurance and Pension Funds), as well as
4 specialized reinsurance companies.
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Chart 2.3-a
Spain: number of companies by legal structure
(number of companies)
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With regard to the various mergers and
acquisitions that took place throughout 2023,
as well as other corporate movements in the
Spanish insurance market, it is worth noting
that in April 2023, the administrative
authorization was approved for the merger by
absorption of Fénix Directo by Allianz Direct,
thus grouping together Allianz's two direct
insurance companies in Spain. Similarly, in
July 2023, Unicaja Banco and Santalucia
reorganized their joint businesses into
Unicorp Vida, each holding a 50% stake, after
receiving administrative authorization for the
merger by absorption of CCM Vida y
Pensiones and Liberbank Vida into Unicorp
Vida. Likewise, in 2023, SegurCaixa Adeslas
acquired 75.7% of Grupo IMQ (through the
company Grupo lquimesal, a private Basque
company with a long track record in health
and prevention services. At the end of 2022,
CaixaBank reached an agreement with Caser
for its subsidiary VidaCaixa to purchase an
81.31% stake in the share capital of Sa
Nostra Vida and, in October 2023, VidaCaixa
received administrative authorization for the
merger by absorption of the company.
Meanwhile, in July 2023, Axa completed the
purchase of Groupe Assurances du Crédit
Mutuel Espafna (GACM Espafal, as
announced in October 2022. In December of

the same year, it also received administrative
authorization for the merger by absorption of
Igualatorio Médico Quirurgico Colegial by Axa
Seguros Generales. In December 2023,
Grupo Catalana Occidente received
administrative authorization to group the
business of its companies Bilbao Seguros,
Plus Ultra, and GCO Reaseguros under the
Occident brand, which includes all the lines
in which it operates, except for credit
insurance, which it operates as Atradius.
Finally, at the end of 2023, Medvida Partners
received administrative authorization for the
merger by absorption of Mediterraneo Vida
(formerly CNP Partners), acquired by the
group in 2022. In June 2023, the company
also announced an agreement with VidaCaixa
for the transfer of a run-off portfolio of Sa
Nostra Vida, a transaction that was
completed in May 2024.

International presence
of Spanish insurers

The ranking of the four most internationally
active Spanish insurance groups in terms of
global premium volume is presented in Table
2.3 and Chart 2.3-b. This information, which
refers to 2022 and 2023, compares the
domestic and total business (including
international business). This information
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Table 2.3
Ranking of the leading Spanish insurance groups by
total insurance premiums at a global level

(millions of euros)
(millions of euros) (structure, %)

(millions of euros) (structure, %)

Insurance

group Premiums Premiums Premiums Premiums
Global | Premiums outside Premiums outside Global | Premiums outside Premiums outside
premiums in Spain Spain in Spain Spain premiums in Spain Spain in Spain Spain
MAPFRE 24,540 8,562 15,978 34.9% 65.1% 26,917 9,859 17,058 36.6% 63.4%
VidaCaixa 7,735 7,694 41 99.5% 0.5% 11,831 11,375 456 96.1% 3.9%
Grupo Mutua
Madrilefa 7,257 6,477 780 89.3% 10.7% 7,843 7,158 684 91.3% 8.7%
GCO 5,110 3,168 1,942 62.0% 38.0% 5,421 3,382 2,038 62.4% 37.6%

Source: MAPFRE Economics (based on data from the Solvency and Financial Condition Reports on a consolidated level for the companies and ICEA)

suggests that the MAPFRE Group remains
the leading Spanish insurance group
internationally?, with 9.7% growth in
premiums in 2023, to 26.9 billion euros,
reflecting a general improvement in
business, up 8.4% in the Non-Life segment
and 14.6% in the Life segment. The Iberia
region, Latin America, and the Reinsurance
business contributed positively. With regard
to the Non-Life business, Property &
Casualty was up 10.9%, Health and Accidents
9.5%, and Motors 3.3%. In relation to the Life
business, premiums increased by around 760
million, driven by Life savings in Spain.

It is followed in the ranking by VidaCaixa
with 11.8 billion euros in direct insurance
and accepted reinsurance premiums in
2023, a 52.9% increase over 2022. This
progression is particularly driven by
annuities and guaranteed savings
insurance. VidaCaixa is part of CaixaBank
and also possesses 49.92% of SegurCaixa
Adeslas, as well as the full share capital of
the Portuguese company BPI Vida e
Pensoes, which it acquired in 2017.

The consolidated earned premiums of Mu-
tua Madrilena, the third largest group in this

Chart 2.3-b
Ranking of the leading Spanish insurance groups active internationally
by premium volume
(millions of euros)
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ranking, amounted to 7.8 billion euros in
2023, including business both in Spain and
internationally, an increase of 8.1% over the
previous year. This improvement is due to
the performance of the Group's main busi-
ness lines, both in Spain and in the in-
ternational business. In Spain, its main
market, premium income rose to 7.2 billion
euros, 10.5% more than in 2022. In the in-
ternational business, it has a controlling
position in the Chilean company BCI Se-
guros, with a 60% interest. Also, in 2019, it
signed an alliance with Colombia’s Seguros
del Estado, whereby it entered the insur-
ance company's capital with a 45% stake.

Finally, Grupo Catalana Occidente Group,
which held fourth place in the rankings,
had a total of premiums earned from direct
insurance and accepted reinsurance during
fiscal year 2023 of 5.4 billion euros (37.6%
of which was located outside of Spain), a
6.1% increase over 2022. This figure
includes the growth of the traditional
business and the increase in the credit
insurance business. In 2023, this group
received authorization from the Spanish
authorities to merge the companies that
make up the traditional business (Bilbao
Seguros, Plus Ultra Seguros, and GCO
Reaseguros), unifying all these brands
under the name Occident. NorteHispana
Seguros, which is expected to be integrated
in 2024, has yet to be incorporated. Apart
from this integration, the credit insurance
it operates as Atradius remains in place.

The bancassurers Santander Seguros and
BBVA Seguros also conduct a significant
part of their operations outside Spain.
According to information published in Banco
Santander’'s annual report, its insurance
business maintained a healthy pace of
premium growth in 2023, mainly in the non-
credit insurance and savings businesses.
The loan-related business is affected by
lower overall credit demand. The volume of
gross written premiums amounted to 13.1
billion euros, up 12% YoY, and total
commissions increased by 2%. In Europe,
the robust growth in sales of protection

insurance is notable. In America, new sales
in the non-credit-linked insurance business
continued to grow strongly, especially in
savings. Meanwhile, the premiums issued in
2023 by BBVA Seguros in Spain totaled 1.1
billion euros, up 67.9% over the previous
year. Outside of Spain, BBVA operates in the
insurance business in Mexico, Argentina,
Colombia, Venezuela, and Turkey. In Mexico,
its principal foreign market, in 2023 its
subsidiaries earned 81.4 billion pesos in
premiums (4.6 billion euros), a 20.7%
increase.

Other Spanish groups with a presence
abroad are Santalucia and Asisa, although
they operate primarily in Spain. The former
has established agreements and alliances
with other companies in Portugal, Mexico,
Chile, and Argentina through Santalucia
Desarrollo Internacional, the group’s
platform for channeling and promoting its
internationalization strategy. At the end of
2023, the total earned premiums of these
alliances amounted to 5.9 million euros (6.9
million in 2022), compared with total
consolidated earned premiums of 3.2 billion
euros. Asisa continued to strengthen its
international presence in Portugal, where it
has more than 45,000 policyholders and its
premium volume exceeded 13.6 million
euros in 2023, growing by almost 38%.

Meanwhile, CESCE is the leader of a group of
companies offering commercial credit
management solutions and issuing surety
insurance and guarantees in part of Europe
and Latin America. With headquarters in
Spain, it is present in Portugal, and has
subsidiaries in Brazil, Chile, Colombia,
Mexico, and Peru through the Consorcio
Internacional de Aseguradores de Crédito
(CIAC), in which CESCE is the majority
shareholder. During fiscal year 2023, Latin
America remained the focus of this group’s
internationalization strategy. Total production
in the region amounted to 77 million euros of
earned premiums, slightly higher than the 75
million euros obtained in 2022. Finally, AMA
Seguros, a Spanish company specialized in
offering insurance to healthcare professionals,



has been operating in Ecuador since 2014 as
AMA Ameérica. The insurance company
closed 2023 with a premium volume of 3.7
million dollars in Ecuador, representing
growth of 13.8% over 2022.

Spanish companies active in the
European Economic Area

According to the latest information available
from the General Directorate for Insurance
and Pension Funds (DGSFP - Direccion
General de Seguros y Fondos de Pensiones),
as of December 31, 2022, there were 39
branches (40 in 2021) operating under the
freedom of establishment system in the
European Economic Area (EEA) countries,
corresponding to 13 Spanish insurance
companies. The country with the largest
number of branches was Portugal (9],
followed by lItaly (5). Meanwhile, at the end
of 2022 there were 59 Spanish companies
operating under the freedom to provide
services system in the EEA, two more than in
2021, with Portugal remaining the country
with the highest number of notifications by
these companies to conduct operations (67),
followed by France (49), Germany (47), and
Italy (45). Gross direct insurance and
accepted reinsurance premiums for these
operations reached 3.5 billion euros in 2022
(latest available data), of which 84.1%
corresponds to Spanish branches in the
EEA, mainly in the Non-Life business (2.4
billion euros). The companies operating
under the freedom to provide services
regime earned 558 million euros. For total
business, the largest markets were the
France, Italy (including San Marino],
Germany, and Portugal, in that order.

Foreign investment in the
Spanish insurance industry

According to the latest DGSFP data, 22
companies in Spain had foreign capital in
2022, two less than the previous year. The
amount of subscribed capital from foreign
investors totaled 1.4 billion euros (1.5
billion euros in 2021), representing 15.9%
of the sector’s total capital. The ranking of
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companies operating in Spain that is shown
in part 2.2 of this section of the report
provides an indication of the importance of
the presence in Spain or the large
international insurance groups.

As of December 31, 2022 (latest information
available), there are 65 branches operating in
Spain from EEA companies and 2 branches
from third-party countries, although one of
them has had its authorization revoked and
therefore manages only the remaining
portfolio. With respect to EEA companies
authorized to operate in Spain under the
freedom to provide services system, at the
end of 2022 (latest data available] there were
796 authorized companies, although not all
of them were active in the country.

Likewise, during 2022, corporate transac-
tions related to the departure process of the
British institutions that still had operations
pending in Spain at the end of the general
transitional system were processed. Mean-
while, the volume of direct insurance and
reinsurance premiums accepted in freedom
of establishment and provision of services
operations totaled 6.4 billion euros in 2022
(latest available data), 4.2% less than the
previous year, due to lower premium income
from companies operating in Life insurance,
which amounted to 1 billion, 606 million less
than in 2021. Non-Life companies collected
4.6 billion in premiums, and the remaining
822 million corresponded to mixed compa-
nies that operate both Life and Non-Life.
The largest volume corresponds to branch-
es (4.2 billion euros), mainly in the Non-Life
business.

Mutual provident societies

The premium revenues of mutual provident
societies totaled 3.3 billion euros in 2023,
versus the 3.1 billion of the year before. The
volume of managed assets for these entities
at the end of 2023 totaled 50.9 billion euros,
compared to 46.5 billion in 2022. It is impor-
tant to remember that mutual provident so-
cieties are non-profit private insurance
companies that offer a voluntary insurance
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Chart 2.4-a
Spain: number of insurance intermediaries
(insurance brokers and agents)
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category, complementary to the compulsory
social security system, and can also act as
alternatives to the social security regime for
self-employed workers. In this sector, 205
mutual provident societies pertaining to all
professional sectors participate, directly or
through their autonomous federations, in
the Confederacion Espanola de Mutuali-
dades, the highest representative body of
mutual provident societies in Spain.

2.4 Distribution channels

As for distribution channels in the Spanish
insurance market, according to the latest
information available from the DGSFP, there
were a total of 70,976 insurance intermedi-
aries in Spain as on December 31, 2022
(-0.3% versus 2021), 97.1% of which were
registered with the DGSFP, with the remain-
ing 2.9% registered with the Autonomous
Communities. Of these, 65,173 were exclu-
sive agents and operators, 531 were tied
bancassurance agents and operators, and
5,192 were insurance brokers. Lastly, at the
end of 2022, there were also a total of 80
reinsurance brokers, the same as in 2021
(see Chart 2.4-a).

With regard to the performance of brokered
business [(considering a higher degree of
disaggregation by channel through 2021,

which is the latest year available with that
level of detail), Chart 2.4-b shows that in the
case of the Non-Life Insurance segment, the
predominant channels over the last few

Chart 2.4-b
Spain: percentage distribution of the Non-Life
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(%)

[ Exclusive Agents
7] 0BS - exclusive
M Brokers

B Internet portals

M Tied agents

I 0BS - tied

M Company offices
[ Other channels

Source: MAPFRE Economics (with DGSFP data)

*Latest data available




THE SPANISH INSURANCE MARKET IN 2023

Chart 2.4-c 2021), with a small decrease with respect to

Spain: percentage distribution of the Life business brokered in 2020, and on the other,
business port[foz]“o by channel sales through the companies’ own offices
(18.9% of total business in 2021), a slight

B Exclusive Agents B Tied agents increase over the previous year. Emerging
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insurance distribution and reached 1.4% in
100 2021.

In the Life insurance segment (see Chart 2.4-c),
the most relevant part of the business continues
to be channeled through bancassurance
operators, both exclusive and linked,
reaching a combined 50.2% of total business
volume in 2021, although the market shares
of tied agents decreased over the decade
under review, from 41.5% in 2011 to 19% in
2021. Conversely, companies’ own offices
20 significantly increased their intermediation
share in 2021 to 21.8%, even surpassing
exclusive agents, which had been the next
predominant channel in the 2011-2021
period, with a share of around 15%. After the
increase experienced in 2020, online sales
were again negligible at 0.2%. Finally, Tables
2.4-a and 2.4-b show the data available for
the aforementioned period on the product
distribution structure by channel in the
Spanish insurance industry, for both the
Non-Life and Life segments.
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years have been, on the one hand, exclusive
agents and brokers (together, these account
for 56.9% of the total volume of business in

Table 2.4-a
Non-Life: business distribution structure by channel
(%)

Channel
Exclusive Agents 34.0 33.0 32.0 33.3 34.5 34.0 33.2 33.7 33.1 34.3 32.7
Tied agents 1.3 1.6 1.7 1.7 1.8 1.6 2.2 2.5 3.0 2.5 2.9
0BS - exclusive 2.8 2.8 3.4 4.1 4.5 5.4 5.8 5.9 6.0 6.2 6.7
OBS - tied 7.4 7.3 7.0 6.8 7.2 6.8 6.8 7.1 7.2 7.6 8.1
Brokers 24.8 24.8 24.4 23.0 25.1 25.5 25.2 24.4 24.6 25.6 24.2
Company offices 21.1 21.7 22.5 22.4 20.1 19.8 20.6 19.7 19.5 17.0 18.9
Internet portals 1.5 1.7 1.9 2.1 2.2 1.7 1.5 1.9 1.5 1.9 1.4
Other channels 7.1 7.2 7.1 6.7 4.8 5.2 4.9 4.7 53 5.0 5.1
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: MAPFRE Economics (with DGSFP data)
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Table 2.4-b
Life: business distribution structure by channel
(%)
Channel
Exclusive Agents 12.4 13.4 14.8 16.6 15.8 15.7 14.9 15.8 15.9 15.6 15.6
Tied agents 0.3 0.3 0.5 0.7 1.0 0.9 0.6 0.5 0.8 0.8 1.7
0BS - exclusive 29.9 29.4 23.8 24.6 23.4 25.3 39.6 34.9 32.4 32.0 31.2
0BS - tied 41.5 40.4 39.3 38.0 445 A 27.8 29.2 26.9 21.6 19.0
Brokers 6.7 5.9 8.6 8.4 5.4 4.9 6.9 8.4 7.9 8.2 9.0
Company offices 7.8 9.2 11.6 10.6 7.9 6.7 9.0 10.0 14.6 13.7 21.8
Internet portals 0.2 0.0 0.1 0.1 0.4 0.6 0.2 0.2 0.4 1.0 0.2
Other channels 1.2 1.4 1.4 1.2 1.6 15 1.0 1.0 1.2 7.1 1.6
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: MAPFRE Economics (with DGSFP data)






3. The insurance market in 2023:
an analysis of the main lines of business

3.1 Total market

The global insurance business in 2023

2023 was characterized as a challenging
year for the world economy, with risks of all
kinds (macro-financial, geopolitical, and
technological, among others]. The second
half of the year was marked by tensions in
the Middle East, with the resurgence of the
Israel-Gaza conflict, which has kept
tensions high in that region of the world and
in the West, especially due to the potential
escalation of the conflict. Nevertheless,
economic activity in 2023 was surprisingly
positive in some countries, thanks to the
strength of labor markets, the resilience of
private consumption, the use of
accumulated savings and consumer credit,
government deficit spending, as well as the
impact of investment plans like the Inflation
Reduction Act in the United States or the
Recovery and Resilience Facility in the
Eurozone. Meanwhile, inflation control
progressed well in terms of moderation in
2023, even somewhat faster than expected
in some regions. Thus, some central banks
ended the cycle of interest rate hikes, and
others began to change their monetary
policy stance towards less stringent levels,
although they are expected to remain at a
high level in 2024, until inflation is under
control4.

The insurance markets rebounded in 2023,
largely due to returning growth in Life
insurance premiums, with a favorable effect
from rising interest rates. Thus, global
premiums reached 7.2 trillion dollars,
versus 6.8 trillion dollars in 2022, which
represents a real increase of 2.8%. As a
result, global insurance density (premiums
per capita) was 889 dollars (853 dollars in
2022), and penetration (premiums/GDP) was
around 7% (6.8% in 2022)°.
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In contrast to a 3.8% drop in 2022, Life
insurance premium revenue increased by
1.3% in 2023, although the performance of
the different markets was uneven. Growth in
developed insurance markets was lower
than in emerging markets. The Asia-Pacific
region registered the highest real growth in
Life premiums, thanks to strong momentum
in China (12.5%). In contrast, developed
insurance markets, and more specifically
Western Europe, registered a reduction in
premium revenue, although with notable
increases such as those of the United
Kingdom and Spain, which registered real
increases of 2.7% and 31.1%, respectively.
Latin America and the Caribbean also made
a positive contribution to growth, with a real
increase in premiums of 6.5%.

Meanwhile, most of the major global Non-
Life markets, with the exception of
Germany and Japan, experienced real
premium revenue growth in 2023, largely
influenced by higher premium rates,
mainly in personal lines, to offset
inflationary pressures on claims costs.
Emerging markets also experienced a
higher real increase in this segment, 5.3%,
compared to advanced markets, which
grew by 3.6%. Given the size of its market,
the United States made the largest
contribution, with a real increase of 4.4%,
while in Western Europe all countries
posted premium increases in local
currency and at current prices, and only a
few decreased when applying the effect of
inflation. In Asia's more advanced
insurance markets, real growth was
relatively slower than in other regions, at
1.5%, partly due to less severe inflation,
while in emerging markets growth
averaged 5.2%. Meanwhile, the Latin
American insurance markets show very
positive growth rates, in local currency and
at current prices, with a very significant



Table 3.1-a
Size of the world's largest insurance markets, 2023
(indicators)

Premiums Premiums Premiums

(billions of per capita / GDP

Country usD) (USD) (%)
United States 3,226.7 9,640 11.9%
China 723.7 508 3.9%
United Kingdom 374.9 4,759 9.7%
Japan 362.7 2,938 8.9%
France 282.8 3,867 8.7%
Germany 245.5 2,910 5.5%
South Korea 185.9 3,603 11.0%
Canada 170.5 4,267 8.0%
Italy 159.4 2,708 7.1%
India 136.0 95 3.7%
Netherlands 93.1 5,216 8.3%
Brazil 84.5 390 3.9%
Spain 83.4 1,744 5.3%
Taiwan 78.1 3,307 10.3%
Australia 73.7 2,759 4.2%
Hong Kong 65.7 8,769 17.2%
Switzerland 61.2 6,830 6.9%
Mexico 45.1 351 2.5%
Denmark Lb b 7,485 11.0%
Sweden 44.2 4,185 7.6%
Global 7,186.2 889 7.0%

Source: MAPFRE Economics (based on Swiss RE data)

increase in the Automobile line, but when
the effect of inflation is applied, the
increase is more moderate (1.9%).

Table 3.1-a shows a comparison of
premium volumes, density (premiums per
capita), and penetration (premiums/GDP] in
the main insurance markets
internationally; this information provides
an overview of the comparative size of the
main insurance markets worldwide.
According to this information, the Spanish
market holds thirteenth place in the
ranking of world markets by premium
volume, climbing three places compared to
2022.
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The Spanish insurance
industry in 2023

Premium volume growth

The Spanish insurance industry maintained
significant momentum throughout 2023,
reaching a premium volume of 76.4 billion
euros, up 17.8% on the previous year,
thanks mainly to the impetus of the Life
insurance segment (see Chart 3.1-a). The
contribution of the Life segment to the total
growth of the Spanish insurance industry in
2023 was 13.6 percentage points (pp), up
from 1.6 pp the previous year (see Table
3.1-d). Meanwhile, the Non-Life lines of
business earned a premium volume of 43
billion euros, which represents a 6.8%
increase over 2022 and is 1.5 pp above that
obtained in the previous year. Practically all
the lines in this segment showed
increases, with a notable contribution from
Automobile insurance, at 1.2 pp, while
Health and Multirisk contributed 1.1 and
0.9 pp, respectively.

One aspect that should be emphasized with
respect to the performance of Spanish
insurance activity in 2023 is that the rise in
interest rates that began in 2022 was
reflected in Life insurance developments,
with 33.4 billion euros in premiums issued
in 2023, 36.0% more than the previous year.
The 2023 data confirm this change of trend
in Life Savings insurance, which became
the driving force behind the growth of
Spanish insurance during the year, with
this category in the Life segment
increasing by 46.3% YoY. In contrast, Life
Protection billing fell by 2.7% to 5 billion
euros (see Table 3.1-b and Chart 3.1-b).
Savings products with the highest premium
volume registered significant increases:
Life annuities grew by 67.5%, deferred
capital by 57.6%, and Individual Systematic
Savings Plans (ISSP) by 67.4%. Unit-linked
insurance also had a good year, although
with more modest growth of 6.1%. As a
result, technical provisions increased 5.2%,
standing at 203.8 billion euros. In this case,
both Life Protection and Life Savings
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Chart 3.1-a
Trends in direct insurance in Spain
(accrued direct insurance premiums, billions of euros; annual variation, %)
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insurance increased, notably unit-linked
insurance, at 19%, Individual Systematic
Savings Plans (ISSP), at 10.2%, and life
annuities, at 5.5%.

On the Non-Life insurance segment side (see
Chart 3.1-c), the main lines of business
showed great momentum throughout 2023.
Automobile insurance, which was already on
the road to recovery in 2022, exceeded the
growth rate achieved that year by three

percentage points (pp), to 6.6%, with a
premium volume of 12.1 billion euros. This
performance was influenced by a rise in the
average premium, which stood at 362.6
euros, 5.1% more than in 2022, as well as an
increase in insured vehicles, which, at 33.4
million vehicles, was up 1.5%. The Health line
continued the upward trend of recent years,
with a 6.6% increase in premiums to 11.2
billion euros, owing to the momentum of
Expense Reimbursement, which grew by
9.0%, and Healthcare Assistance, which grew

Chart 3.1-b
Trends in direct Life insurance in Spain
(accrued direct insurance premiums, billions of euros; annual variation, %)
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Table 3.1-b
Business distribution by insurance line
(accrued direct insurance premiums, millions of euros)

Insurance lines % A s/2022 % s/ Total

Total 64,806 76,364 17.8% 100.00%
Life 24,535 33,360 36.0% 43.69%
Non-Life 40,270 43,004 6.8% 56.31%
Automobiles 11,354 12,107 6.6% 15.85%
Automobile TPL 5,666 6,040 6.6% 7.91%
Automobile Other Guarantees 5,689 6,067 6.6% 7.94%
Health 10,543 11,235 6.6% 14.71%
Healthcare Assistance 9,426 10,046 6.6% 13.16%
Illness 1,117 1,189 6.6% 1.56%
Multirisk 8,578 9,158 6.8% 11.99%
Home 5,149 5,476 6.3% 7.17%
Business 630 660 4.9% 0.86%
Condominium 1,032 1,098 6.4% 1.44%
Industrial 1,684 1,840 9.3% 2.61%
Other 84 84 0.1% 0.11%
Burials 2,626 2,766 5.4% 3.62%
Third-Party Liability 1,941 2,093 7.8% 2.76%
Accidents 1,147 1,158 0.9% 1.52%
Other Property Damage 1,433 1,622 13.2% 2.12%
Credit 717 772 7.7% 1.01%
Transport 572 646 13.0% 0.85%
Hulls 290 321 10.9% 0.42%
Goods 282 325 15.2% 0.43%
Assistance 442 478 8.4% 0.63%
Pecuniary Losses 386 365 -5.4% 0.48%
Fires 207 228 10.3% 0.30%
Legal Defense 121 129 6.4% 0.17%
Surety 179 225 25.7% 0.30%
Theft 24 21 -12.6% 0.03%

Source: MAPFRE Economics (based on ICEA data)
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Chart 3.1-c
Trends in direct Non-Life insurance in Spain
(accrued direct insurance premiums, billions of euros; annual variation, %)
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by 6.6%. Multirisk insurance earned 9.2
billion euros in premiums in 2023, up 6.8%
from the previous year, with rate increases to
bring premiums in line with cost inflation.

In 2023, Health insurance achieved a 26.1%
share of the Non-Life lines of business,
slightly down from 26.2% the previous year.
The Lline experienced growth in both
premiums and number of policyholders,
which reached 14.2 million, 2.9% more than
in 2022. By category, Expense
Reimbursement and Healthcare Assistance,
as indicated above, showed 9.0% and 6.6%
increases in premiums, respectively, while
Subsidies and Indemnifications dropped by
2.4%. The group and individual Healthcare
Assistance insurance modalities had very
similar increases of 9.6% and 9.3%,
respectively, with a decline in public
administration insurance.

Multirisk insurance, in turn, is still the third
Non-Life line by premium volume in Spain,
maintaining a 21.3% share in 2023, and
revenues of 9.2 billion euros in premiums,
6.8% more than the previous year. Industrial
Multirisk insurance has sustained an
uninterrupted growth trend over the last six
years and increased by 9.3% in 2023. The
other modalities, Home, Condominium, and

Commercial lines also saw greater growth
than the year before and exceeded 2022
premiums by 6.3%, 6.4%, and 4.9%,
respectively. In particular, the Home and
Condominium insurance modalities were
affected by severe weather phenomena
which had a negative effect on the loss ratio
and increased the combined ratio.

Finally, with a 6.4% share of Non-Life
insurance, Burials remain the fourth
largest line of this segment by premium
volume, which amounted to 2.8 billion
euros in 2023, up 5.4%. In 2023, level
premiums accumulated the largest volume
of business, but the transformation
process of the line continued, whereby, in
new production, they gave way to a greater
weight of single premiums and composite
premiums, with a high natural component.

Contribution to growth from
different lines of business

From a medium-term perspective, Non-
Life insurance is seen to have been the
largest contributor to the growth of the
Spanish insurance industry over the 2013-
2023 period, contributing 19.2 percentage
points (pp), while the Life insurance
segment contributed 12.2 pp after receiving
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Table 3.1-c
Contribution to
insurance market growth
(percentage points, pp)

Chart 3.1-d
Contribution to
insurance market growth
(percentage points, pp)

Contribution to growth
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Source: MAPFRE Economics (based on ICEA data)

Table 3.1-d
Contribution to Life and Non-Life insurance market growth
(percentage points, pp)

Contribution to growth Contribution Contribution to growth
Contribution (pp) of Non-Life (pp)
of Life to to market
market growth Life growth
(pp) Protection Life Savings (pp) Automobiles Multirisk Health
2013 -1.4 -0.3 -1.1 -1.2 -1.0 -0.2 0.3 -0.3
2014 -1.2 0.2 -1.4 0.5 -0.2 0.0 0.4 0.3
2015 1.3 0.5 0.8 1.2 0.3 0.0 0.3 0.5
2016 9.8 0.8 9.0 2.5 0.9 0.3 0.7 0.6
2017 -2.7 0.0 -2.7 2.1 0.6 0.4 0.5 0.6
2018 -0.6 0.8 -1.5 2.2 0.3 0.4 0.7 0.7
2019 -2.3 0.2 -2.5 1.9 0.3 0.4 0.7 0.5
2020 -8.9 0.0 -8.8 0.6 -0.4 0.4 0.7 -0.1
2021 2.9 0.3 2.6 2.0 -0.2 0.6 0.8 0.8
2022 1.6 0.3 1.3 3.3 0.6 0.7 1.1 0.8
2023 13.6 -0.2 13.8 4.2 1.2 0.9 1.1 1.1

Source: MAPFRE Economics (based on ICEA data)
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Chart 3.1-e
Contribution to Life
insurance market growth
(percentage points, pp)
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Chart 3.1-f
Contribution to Non-Life
insurance market growth
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a significant boost in 2023. In particular, in
2023 the Non-Life segment contributed 4.2
pp to the total growth of the Spanish
insurance industry, lower than the 13.6 pp
of the Non-Life business lines (see Table
3.1-c and Chart 3.1-d).

The information contained in Table 3.1-d
and Chart 3.1-e shows that Life insurance
has contributed positively to the growth of
the Spanish insurance industry in the last
three years, with a particularly relevant
contribution of 13.8 pp from the Life
Savings line, and -0.2 pp from Life
Protection in 2023. In 2023, all lines of
Non-Life insurance contributed positively
to the sector’s growth. The Automobile line
has overcome its negative contribution in
2020 and 2021, contributing 1.2 pp in 2023
(see the cited Table 3.1-d and Chart 3.1-f).
Throughout the period analyzed, 2013-
2023, we can see that Health insurance
made the greatest contribution to growth in
the Non-Life branch, standing at 7.2 pp,

followed by Multirisk insurance with 4.0 pp
and Motors with 2.3 pp.

Technical performance:
combined ratio performance

Chart 3.1-g illustrates the aggregate
technical performance of the Spanish
insurance industry over the 2013-2023
period, based on the evolution of the total
combined ratio. According to this
information, analyzed for the insurance
market as a whole in 2023, the combined
ratio increased by 12.0 pp to 105.2%,
compared to 93.2% in 2022, mainly due to a
13.8 pp increase in the loss ratio. However,
the combined ratio for the Non-Life
insurance segment in 2023 (see Chart 3.1-
h), in particular, stood at 94.8%, an
increase of 1.0 pp from 2022 (93.8%), due
to a 0.8 pp rise in the loss ratio, to 71.4%,
and a 0.1 pp increase, in each case, in the
administration and acquisition expense
ratios.
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Trends in the total combined ratio
(total combined ratio, %; annual change in combined ratio, pp)
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Results and profitability

The Spanish insurance Industry earned 5.5
billion euros in profits in 2023. This
represents a decrease of 1.3% in the non-
technical account compared with the
previous year's figure, despite the increase
in the Life and Non-Life segments’ technical
accounts (see Table 3.1-e). Specifically, the
Non-Life segment’s technical account result
rose by 3.4% in 2023 compared to the

previous year, to 3.3 billion euros, mainly
due to the increase in the Health line, as
opposed to the decrease in the Motors and
Multirisk lines, which registered a loss ratio
increase (see Table 3.1-f]. Meanwhile, the
financial result remained practically
unchanged, with a small increase of 0.7 pp,
representing 3.2% of earned premiums. The
Life insurance technical account result in
2023 was 3.2 billion euros, 2.4% higher than
the previous year, reflecting a 3.7 pp
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Chart 3.1-h
Trends in the Non-Life combined ratio
(total combined ratio, %; annual change in combined ratio, pp)
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Table 3.1-e
Spanish insurance industry results
(results, millions of euros)

2023/2022

variation

Technical account 6,315 6,498 2.9%
Life 3,169 3,245 2.6%
Non-Life 3,147 3,253 3.4%
Non-technical account 5,526 5,456 -1.3%

Source: MAPFRE Economics (based on ICEA data)

increase in the financial result, as well as a
rise in benefits and in the rate of change of
technical provisions, along with maintained
expenses. The technical-financial result on
provisions decreased slightly (-0.1 pp),
representing 1.6% of Life provisions (see
Table 3.1-g).

Thus, the performance of the insurance
business in 2023 posted a return on own
funds (ROE) of 13.2%, 0.62 pp more than in
2022 (see Chart 3.1-i). Likewise, the
sector’s profitability, measured as the ratio
of the year's results to average total assets
(ROA), barely changed in 2023, at 1.7%,
with a slight increase of 0.05 pp compared
to the previous year (see Chart 3.1-j).

Table 3.1-f
Basic Non-Life insurance indicators
(premiums, millions of euros; ratio over premiums, %)

Investments

Total investment volume by insurance
companies in the Spanish market in 2023
rose to 305.1 billion euros, representing a
9.0% increase compared to the previous
yeart. An analysis of the investment
portfolio broken down by asset type shows
that fixed income securities increased their
relative weight over the 2013-2023 period
(see Chart 3.1-k], from 67.2% in 2013 to
72.8% in 2023, but had yet to recover their
2019 maximums prior to the pandemic.
Likewise, the percentage of held-for-sale
assets and cash balances remained at
5.1% in 2023, compared to 11.1% in 2013.
Equity investments, meanwhile, continue to
gain prominence in the sector’s portfolios,
with a peak weight rising to 7.2% in 2023,
up from 3.0% a decade ago.

The detail of the investment structure at the
end of 2023 is shown in Chart 3.1-L. Accord-
ing to this information, we see that within
the fixed income asset category, sovereign
fixed income remains predominant, repre-
senting 51.6% of the investment portfolio in
2023 (51.2% in 2022). In turn, corporate fixed
income remained at 19.2% of the portfolio
(19.0% in 2022). These average percentages
also varied according to the subportfolios
into which the total investment portfolio can
be subdivided. In these subportfolios, in-

Table 3.1-g
Basic Life insurance indicators
(premiums, millions of euros; ratio over provisions, %)

Written premium volume [millions of euros) 24,535 33,360

Variation in premiums 4.2% 36.0%

Technical provisions

(millions of euros) 193,683 203,808

Net expenses
(over provisions) 1.2% 1.2%

Financial result
(over provisions) 0.7% 4.6%

Written premium volume [millions of euros) 40,270 43,004
Variation in premiums 5.3% 6.8%
Retention 84.3% 84.2%
Gross loss ratio 68.3% 70.2%
Gross expenses 23.4% 23.4%
Net loss ratio 70.6% 71.4%
Net combined ratio 93.8% 94.8%
Financial result 2.5% 3.2%
Technical-financial result 8.7% 8.4%

Source: MAPFRE Economics (based on ICEA data)

Technical-financial result
(over provisions) 1.7% 1.6%

Source: MAPFRE Economics (based on ICEA data)
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Chart 3.1-i
Trends in return on equity (ROE)
(average net return on equity, %; annual change in ROE, pp)
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vestment decisions differed depending on
the different requirements in relation to
their liquidity and the matching of flows be-
tween assets and liabilities. Within portfo-
lios linked to Life insurance commitments,
fixed income remained at 75.0% of invest-
ments, while Non-Life represented a slight
increase to around 45.9% of the same
(38.4% 2022). There were also significant
variations in the percentage of investments
in real estate and equities, which, in Life
portfolios, represented around 2.4% and

3.5%, respectively, still far below the per-
centages in Non-Life portfolios (13.3% and
19.5%, respectively). Finally, the percentage
of investments managed through mutual
funds converged slightly, although it is still
lower in Life portfolios, where it represented
around 12.0%, compared to 12.3% in Non-
Life, four percentage points less than 2022.

It should be noted that Spanish insurance
industry investment portfolio assets have
substantially longer durations in Life

= ROA
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Source: MAPFRE Economics (based on ICEA data)

Chart 3.1-j
Trends in return on assets (ROA)
(average return on assets, %; annual change in ROA, pp)
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in the insurance market
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portfolios, where approximately 24.3% have
a duration of more than 10 years, compared
to 10.1% in Non-Life portfolios. In both
cases, most investment credit ratings were
on the second rung of the ratings map
included under Solvency Il regulations, in
line with the Spanish sovereign risk rating at
the end of 2023(A). Moreover, as noted in
previous reports, Spain‘s insurance market
has one of the lowest shares of unit-linked
product portfolios in the Eurozone. As
illustrated in Chart 3.1-m, this proportion
has remained stable over the last decade,
standing at just 7.9% on average over the
last decade; however, in 2023 it registered a
notable increase, reaching a weight of 12.8%
of the total portfolio.

The return on financial investments in the
insurance industry stood at 4.1% in 2023 (2.9
pp higher than a year earlier), driven by the
rise in interest rates under the new monetary
policy environment, which the European
Central Bank has been implementing as part
of the monetary tightening strategy to

3.6%

Chart 3.1-1
Structure of investments relating to
technical provisions, 2023
(%)

@ Corporate fixed income*
@ Sovereign fixed income
® Equity
@ Cash and deposits
@ Real estate
@ Mutual funds
Mortgages and other loans
@ Derivative and structured products (-2.05%)

1.1%

Source: MAPFRE Economics (based on ICEA data)

* Net value after deducting the effect of the valuation of derivative and
structured products (-2.05%).
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*Average annual Spanish Government bond yield of specified tenor.
address inflationary pressures, reflected in increase was the result of a 5.4% rise in

the yields at different maturities of Spanish
debt (see Chart 3.1-n)7. However, the most
recent momentum shows the onset of some
reversal as early as 2024, as monetary policy
easing has begun.

Technical provisions

Life insurance technical provisions increased
5.2% to 203.8 billion euros in 2023. This

provisions in the Savings/Retirement
segment and a 1.6% and 6.7% rise in the Risk
and Dependency segments, respectively. Life
insurance technical provisions represented
79.4% of total technical provisions for the
sector, while those related to outstanding
benefits represented 10.2%, and provisions
for unearned premiums and unexpired risks
were 7.2% of the total (see Chart 3.1-0). It
should be noted that technical provisions
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growth in the Savings/Retirement segment
was positive in all products, with the
exception of Insured Retirement Plans, which
dropped by 1.6%, and Individual Long-Term
Savings Insurance (ILTSI), which decreased
by 6.7%.

Insurance developments by
autonomous community

The data on premium volume by
autonomous community is presented in
Table 3.1-h. According to this information,
the ten autonomous communities with the
highest market share show premium
growth in 2023, led by the Community of
Madrid, with 22.6% of premiums, totaling
14.6 billion euros. Catalonia, Andalusia,
and the Valencian Community are in
second, third, and fourth place, with shares
of 19.2%, 13.0%, and 9.0%, respectively.
With the exception of the Basque Country,
which registered a 9.3% increase, all the
other communities posted double-digit

increases in premiums, seven of them
above 20%: Castilla-La Mancha (27.5%),
Cantabria (25.1%), Principality of Asturias
(25%), Extremadura (23.5%], Canary
Islands (21%), Castilla y Leon (20.1%), and
Region of Murcia (20.1%). Meanwhile, in
premiums per capita, the Community of
Madrid holds the first place with 2,082
euros, followed by Aragon and Catalonia
with 1,674 and 1,544 euros, respectively.

Reinsurance

The reinsurance sector started 2023 with
optimism, expecting a substantial improve-
ment in reinsurance market conditions. This
was mainly due to the sharp reduction in the
global reinsurance supply, in terms of both
capacity and coverage conditions, following
the poor results of previous years, as well as
the increase in reinsurance demand result-
ing from the continued impact of inflation on
claims and the high level of catastrophe
claims experienced in previous yearss. How-

Table 3.1-h
Premium volume by Autonomous Community
(millions of euros)

Autonomous Community 2023

Change

Premiums per

0
LT capita (euros)

2023/2022

Community of Madrid 14,576 18.1% 22.6% 2,082
Catalonia 12,386 15.6% 19.2% 1,544
Andalusia 8,398 16.9% 13.0% 974
Valencian Community 5,796 19.0% 9.0% 1,090
Castillay Ledn 3,214 20.1% 5.0% 1,345
Galicia 3,150 10.8% 4.9% 1,164
Basque Country 2,704 9.3% 4.2% 1,214
Castilla-La Mancha 2,318 27.5% 3.6% 1,104
Aragon 2,258 18.6% 3.5% 1,674
Canary Islands 2,001 21.0% 3.1% 895
Balearic Islands 1,688 16.9% 2.6% 1,370
Region of Murcia 1,492 20.1% 2.3% 951
Principality of Asturias 1,135 25.0% 1.8% 1,125
Extremadura 1,122 23.5% 1.7% 1,065
Autonomous Community of Navarre 910 15.7% 1.4% 1,342
Cantabria 695 25.1% 1.1% 1,176
Rioja (La) 434 18.0% 0.7% 1,339
Autonomous Cities of Ceuta and Melilla 131 14.1% 0.2% 774
Total top 10 56,802 88.2%

Source: MAPFRE Economics (based on ICEA and INE data)



ever, this positive outlook faced various chal-
lenges. The increasing frequency of natural
disasters meant that, in 2023, the industry
incurred a higher aggregate cost than aver-
age in the current century. There were
large-scale events, such as the earthquake
in Turkey and Syria in February, or Hurricane
Otis in Mexico in October. But there were
also floods, convective storms and hail; once
classified as secondary, such phenomena
are now occurring with ever greater fre-
quency and severity. Likewise, persistent
geopolitical instability did not help to im-
prove the scenario either, as it spread to
more regions of the world.

Insurance Compensation
Consortium Activity

In Spain, Extraordinary Risk and Traffic Risk
coverage [which involve direct Automobile
Civil Liability insurance and the Guarantee
Fund) constitute two of the main activities of
the Insurance Compensation Consortium. In
2023, earned premiums and surcharges
attributed to those activities reached 885
million euros. The foregoing represents an
increase of 4.6% over 2022, spurred on by a
4.8% jump in extraordinary risks and 3.0% in
traffic risks. Meanwhile, insurance of private
vehicles not covered by private companies
saw a 40.0% increase in revenue, continuing
the upward trend of recent years (see Table

THE SPANISH INSURANCE MARKET IN 2023

3.1-i). However, this coverage plays a minor
role compared to the private insurance
sector, since only about 1,000 private
vehicles without ordinary coverage are
insured by the Consortium.

The loss ratio for extraordinary risk insurance
in 2023 was 57.1% of premiums, and the
combined ratio was 63.9%. It should be noted
that the loss ratio performance was mainly
marked by various flood and wind events,
causing damages amounting to 453.2 million
euros. Storms Aline and Bernard (49 million
euros), and the flooding in Zaragoza in July
(80 million euros), and in Toledo, Madrid,
Cuenca, Ciudad Real, Segovia, and Valencia-
Castellon in September (168 million euros),
were the most representative events of the
year. Six of the main loss events were due to
unusually severe atypical cyclonic storms,
which accounted for 13.8% of the total cost of
the most significant loss events. Meanwhile,
flooding caused by an isolated high-level
depression was concentrated in the first three
weeks of September, at an accumulated cost
of 200 million euros. These data reveal the
ever-growing significance of these events,
which affect broad geographical areas within
the country (see Box 3.1).

Table 3.1-i
Insurance Compensation Consortium Activity
(millions of euros)

General activity

Premiums and surcharges attributed | Loss ratio (direct and accepted)

Extraordinary risks 757.1 793.7 196.4 453.2
Property 691.7 724.7 181.3 434.0
People 15.7 15.2 0.8 1.0
Pecuniary Losses 49.7 53.8 14.4 18.2

Traffic risks 88.9 91.6 69.6 75.8
Mandatory automobile insurance (SOA) guarantee fund 79.8 82.5 60.0 67.1
Private vehicles 0.4 0.6 0.7 0.1
Official vehicles 8.7 8.5 8.9 8.8

Source: Annual Report of the Insurance Compensation Consortium
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Box 3.1

Extraordinary risks and weather phenomena

Global emergencies and catastrophes

In recent decades, there has been a significant
increase in the number and severity of global
emergencies and disasters, and the trend in
these forecasts shows that this will continue in
the future as a result of climate change. Spain
has a moderate global risk level. However,
forest fires, floods, landslides, and risks derived
from the occurrence of other adverse meteoro-
logical phenomena periodically cause signific-
ant damage affecting the safety of people and
their property." Extreme natural phenomena
such as earthquakes, tsunamis, and volcanoes,
among others, must be added to these risks.

Globally, it is estimated that natural catastrophes
again broke economic loss records in 2023,2
amounting to 280 billion dollars, with insured
losses reaching 108 billion dollars, surpassing
100 billion dollars for the fourth consecutive
year. These data indicate that 62% of the world’s
losses were uninsured. The severity of most
catastrophes was medium, defined as events
that resulted in losses of between 1 and 5 billion
dollars. The number of such events has
increased, on average, by 7.5% each year since
1994, almost double the 3.9% increase across all
catastrophes. Also, the long-term forecast is that
annual insured damages will increase by 5% to
7%, in line with the actual increases in losses
over the past 30 years. Since 1980, most of the
growing damage associated with weather events
is a consequence of the accumulation of
exposure brought about by economic growth and
urbanization. The concentration of human and
physical assets, especially in urban areas, such
as low-lying coastal regions vulnerable to
adverse weather conditions, increases the
potential for damage when extreme weather
strikes.3

1/ Natlonal Cllmate Change Adaptat|on Plan 2021- 2030 At htt s://www.miteco.gob.es/es/cambio-climatico/temas/impactos-vulner-

Spain’s case

With regard to Spain, some of the features that
characterize observed climate change include:
higher temperatures, longer summers, less pre-
cipitation, disappearance of glaciers, lower aver-
age river flows, expansion of a semi-arid climate,
and higher seawater temperatures, among the
most important. Projections based on climate
models used in the Fifth Assessment Report of
the IPCC (Intergovernmental Panel on Climate
Change) predict greater depth in the future. Ac-
cording to these projections, the reduction in
average annual precipitation will not necessarily
lead to a reduction in extremes, and in fact, an
increase in torrential rainfall and flooding events
is expected in some areas. According to estim-
ates by the European Environment Agency, ex-
treme weather and climate-related events alone
have caused direct economic losses in Spain in
excess of 37 billion euros since 1980. For the
insurance market, in addition to the increase in
damages caused by climate change, other
factors must be added: greater insurance penet-
ration, higher concentration of people and assets
exposed, increased value of these exposures,
occupation of risk areas for housing and pro-
ductive or leisure activities, and shortcomings in
urban planning, among others.4

3/ See: Swiss Re Institute (2020). Natural catastrophes in times of economic accumulation and climate risks. Sigma 2/2020. At: https://
www.swissre.com/dam/jcr:24£15450-1dae-414c-91cd-71875a1112ca/sigma2_2020_es.pdf

4/ La cobertura aseguradora de las catdstrofes naturales: diversidad de sistemas, Natural catastrophes insurance cover: a diversity of sys-

tems. Madrid, Consorcio de Compensacién de Seguros, D.L. 2008.


https://www.miteco.gob.es/es/cambio-climatico/temas/impactos-vulnerabilidad-y-adaptacion/plan-nacional-adaptacion-cambio-climatico.html
https://www.miteco.gob.es/es/cambio-climatico/temas/impactos-vulnerabilidad-y-adaptacion/plan-nacional-adaptacion-cambio-climatico.html
https://www.miteco.gob.es/es/cambio-climatico/temas/impactos-vulnerabilidad-y-adaptacion/plan-nacional-adaptacion-cambio-climatico.html
https://www.swissre.com/institute/research/sigma-research/sigma-2024-01.html
https://www.swissre.com/dam/jcr:24f15450-1dae-414c-91cd-71875a1112ca/sigma2_2020_es.pdf
https://www.swissre.com/dam/jcr:24f15450-1dae-414c-91cd-71875a1112ca/sigma2_2020_es.pdf
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Box 3.1 (continued)
Extraordinary risks and weather phenomena

Insurance and the effects of climate change

Insurance is a very important tool in the fight
against climate change and in addressing cata-
strophic phenomena in general, contributing to
the welfare of society by improving its capacity
to recover from damage caused by natural
catastrophes. The insurance industry, with the
participation in some cases of public adminis-
trations, has sought to respond to risks related
to natural catastrophes through various solu-
tions, creating insurance systems that vary
widely in different countries. In some of them,
only the market participates, while in others
there is a public monopoly or public-private
cooperation. In these systems there are coun-
tries where coverage is mandatory and others
where it is voluntary; they may cover a single
risk, a closed list of catastrophic events, or they
may cover all natural risks likely to cause cata-
strophes. The price (premiums or surcharges)
may be fixed or a percentage may be applied to
premiums of the base policy or to insured
amounts. Most systems cover direct property
damage, although the Spanish system also cov-
ers personal injury. There are also systems with
no indemnification limit, such as when they are
guaranteed by the State, but a limit is usually
established. In some countries, indemnification
is contingent on the official declaration of a
disaster by a government agency, and some
countries allow the creation of instruments for
fund accumulation through equalization re-
serves.b

Although Spain is not among the countries most
affected by natural disasters, it is not free from
adverse natural phenomena, as has occurred
throughout history. There are two agencies in
Spain that manage insurance against extreme
weather events: Agroseguro for agricultural in-
surance and Consorcio de Compensacion de
Seguros (CCS]) for private and commercial prop-
erty.

The Spanish Combined Agrarian Insurance Sys-
tem is configured as a system of coverage for
damages caused to agricultural, livestock,
aquaculture, and forestry productions, to cover
them against damages caused by unforeseeable,
uncontrollable risks and catastrophic con-
sequences. The insurance companies are
grouped together to manage the risk in a coin-
surance pool (Agroseguro), where state and
autonomous community administrations subsid-
ize part of the premium and the CCS acts as dir-
ect insurer and mandatory and non-exclusive
reinsurer. The CCS has highlighted the severe
loss ratio of Combined Agricultural Insurance in
2023, the worst in its history, which shows the
need to make technical adjustments to ensure
the stability of this coverage. Persistent drought,
combined with the occurrence of a number of
natural events, is the reason the loss ratio for
this insurance policy closed fiscal year 2023 at
371.7%, representing technical losses of 396.7
million euros.

The other part of managing insurance against
extreme weather events, catastrophic risks, is
mostly covered by the CCS, through a public-
private insurance system that receives
international recognition for its unique nature
and for providing solutions to issues of
unquestionable social significance. The CCS'
objective in covering extraordinary risks is to
indemnify, under a compensation system and on
the basis of a policy contracted with any private
company in the market, claims arising from
extraordinary events occurring in Spain and
causing damage to persons and property located
in Spanish territory. However, damage to persons
due to events occurring abroad is also covered,
provided that the policyholder's primary
residence is in Spain. The lines that include
coverage for extraordinary risks in property and
casualty insurance include: fire and natural
events, land vehicles, railway vehicles, other
property damage (theft, glass breakage, damage
to machinery, electronic equipment, and
computers), miscellaneous pecuniary losses,

5/ Insurance Compensation Consortium. La cobertura aseguradora de las catdstrofes naturales: diversidad de sistemas, Natural cata-

strophes insurance cover: a diversity of systems. Op. cit.



THE SPANISH INSURANCE MARKET IN 2023

Box 3.1 (continued)
Extraordinary risks and weather phenomena

and combined forms of the above. In the case of
personal insurance, coverage includes life and
accident. All insurance policies under these
modalities include a mandatory CCS surcharge
(a fee on insured amounts), whether or not the
policy stipulates that coverage of extraordinary
risks will be provided by the company that issued
the ordinary policy (in which case the CCS would
be responsible for the coverage).

Coverage is automatic once one of the risks
guaranteed by the system has occurred; i.e., no
official declaration of “catastrophe” or “cata-
strophe zone” is required, and the risks can be
classified into three groups: (i) natural hazards:
earthquakes, tidal waves or tsunamis, ex-
traordinary floods, volcanic eruptions, atypical
cyclonic storms (including tornadoes and winds
with gusts in excess of 120 km/h) and falling
space debris or aerolites; (ii] violent events res-
ulting from: terrorism, rebellion, sedition, riot,
civil unrest; and (iii) events or actions of the
Armed Forces or Security Forces and Corps in
peacetime. There will be no coverage for ex-
traordinary risks if the cause of the damage is
other than the aforementioned events, such as
rain falling directly on the insured risk or collec-
ted by its roof or rooftop, its drainage network or
its patios; non-extraordinary winds, character-
ized by the absence of gusts exceeding 120 km/h;
hail; snow; leaks, seepage or dampness, among
the most significant.

Compensation paid by the CCS for all extraordin-
ary risk coverage amounted to 10.6 billion euros
in the 1987-2022 period, with an average cost of
6,484 euros. Flooding accounted for the largest
proportion of indemnifications paid during this
period (69.8%), followed by atypical cyclonic
storm (15.7%), with an average cost of 9,192 and
2,271 euros, respectively. Risks not covered by
the CCS are assumed by private insurers accord-
ing to the policies contracted.

A study conducted by Unespa in 2022, with
information provided by insurance companies,
analyzes the benefits paid directly by multirisk
insurance in the 2017-2021 period, noting that every
year insurance companies pay between 650 million
and 1 billion euros for weather claims occurring in
Spain. Specifically, in the 2017-2021 period, they
paid 3.8 billion euros for 3.9 million weather claims.
2.312 billion euros were paid to homeowners and
condominium owners. The events that caused the
greatest damage to insurance in the period analyzed
were tropical storm Gloria’ in January 2020 and
tropical storm Filomena in January 2021. The report
compares the CCS claims data with those of the
insurance industry and concludes that, in normal
years, the private insurance industry accounts for
between 70% and 75% of the total weather benefits
paid to policyholders.

The publication of a new report in 2024, with data
from 2023, shows that insurers paid out 847
million euros that year to cover the damage caused
by more than 993,000 weather claims, with an
average cost per claim of 852 euros. Most of the
payments related to homes, with almost 310
million euros paid by homeowners insurance,
followed by industry, with payments of almost 205
million euros, and automobiles, with 207 million
euros. This increase in catastrophic damages
assumed by insurance companies in recent years
is expected to continue rising, which has led the
insurance industry to propose a change in the
insurance system for extraordinary risks in Spain,
through the insurance employers’ association, to
adapt it to the new climatic conditions, redefining
the current CCS coverages.

6/ Unespa (2022). El seguro y la sostenibilidad climatica: siniestralidad meteoroldgica pagada por las aseguradoras 2017-2021, Insurance and

climate sustainability: weather loss events paid by insurers 2017-2021. At: https://www.unespa.es/main-files/uploads/2022/12/Siniestral-

idad-atmosferica-del-seguro-multirriesgo-2017-2021-FINAL.pdf

7/Although the tropical storm as such is not a cause of loss covered by the CCS, in the case of Tropical Storm Gloria, two regulatory
cases concurred, extraordinary flooding and atypical cyclonic storm with wind gusts over 120 km/h, at a cost of 145.4 million euros and

over 57 million euros, respectively.

8/ Unespa (2024). El seguro y la sostenibilidad climética en 2023, Insurance and climate sustainability in 2023.. At: https://www.unespa.es/

notasdeprensa/seguro-paga-847-millones-siniestros-climaticos-2023/



https://www.unespa.es/main-files/uploads/2022/12/Siniestralidad-atmosferica-del-seguro-multirriesgo-2017-2021-FINAL.pdf
https://www.unespa.es/main-files/uploads/2022/12/Siniestralidad-atmosferica-del-seguro-multirriesgo-2017-2021-FINAL.pdf
https://www.unespa.es/notasdeprensa/seguro-paga-847-millones-siniestros-climaticos-2023/
https://www.unespa.es/notasdeprensa/seguro-paga-847-millones-siniestros-climaticos-2023/

3.2 Non-Life lines of business
Automobiles

Throughout 2023, the Automobile line pro-
gressively increased its growth rates, end-
ing December with a premium volume of
12.1 billion euros, up 6.6% on the previous
year, making it the largest contributor to
Non-Life growth that year, with 1.2 per-
centage points (pp), as shown in Chart 3.2-
a and Table 3.1-d. This insurance line con-
tinues to contribute the largest volume of
Non-Life premiums in the Spanish market,
with a 28.2% share of this segment, fol-
lowed closely by Health insurance (26.1%).

The increase in the Automobile line was
influenced by the increase in the average
premium, which stood at 362.6 euros, 5.1%
higher than 2022, as well as the rise in
insured vehicles, up 1.5% at 33.4 million
vehicles (see Table 3.2-a). New vehicle
registrations also showed a very positive
performance in 2023, with double-digit
growth in passenger cars (16.7%],
commercial vehicles (22%), and industrial
vehicles and buses (25.2%).
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However, the line's technical result
continued to deteriorate in 2023. Thus, the
automobile insurance combined ratio
exceeded 100% in Q1 2023 and ended the
year with a ratio of 101.6%, 3.6 pp above
that registered in 2022. Once again this
year, this worsening is due to the increase
in severity of the accident rate, higher
inflation, and higher costs of providers,
such as workshops and spare parts
suppliers. The loss ratio stood at 80.9%, a
3.9 pp increase, while the expense ratio
dropped slightly to 20.7%, down 0.3 pp (see
Table 3.2-b and Chart 3.2-b). The financial
result, in turn, was similar to that of 2022,
with a slight improvement of one tenth.
Nevertheless, this did not compensate for
the impairment of the technical result,
giving rise to a technical-financial result of
1.6% on earned premiums, 3.4 pp less than
the previous fiscal year. Meanwhile, as
shown in Table 3.2-c, the frequency of
claims in the automobile line decreased in
2023 in nearly all guarantees, except
damage to own vehicle (where it rose 0.7
pp), legal defense (0.03 pp), and fires (0.001
pp). Meanwhile, the average cost increased
in nearly all coverages, except legal
defense (-0.7%) and occupants (-4.4%).

I Automobiles
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Vehicles

Insured

(1)

Table 3.2-a
Trends in average Auto insurance premium
(millions of euros; annual variation, %)

Direct insurance
premiums (2

Average premium

% variation

(millions) | Annual variation (million euros) |  Annual variation In euros Nominal

2013 28.6 -0.4% 10,033 -5.5% 350.8 -5.1% -5.4%
2014 28.8 0.7% 9,891 -1.4% 343.4 -2.1% -1.1%
2015 29.1 1.1% 10,061 1.7% 345.4 0.6% 0.6%
2016 29.8 2.4% 10,574 5.1% 354.4 2.6% 1.0%
2017 30.6 2.6% 10,932 3.4% 357.1 0.8% -0.3%
2018 315 2.7% 11,146 2.0% 354.4 -0.8% -1.9%
2019 31.8 1.0% 11,321 1.6% 356.3 0.5% -0.3%
2020 32.0 0.8% 11,095 -2.0% 346.5 -2.7% -2.3%
2021 32.6 1.8% 10,998 -0.9% 337.3 -2.7% -8.6%
2022 32.9 0.9% 11,364 3.3% 345.2 2.6% -3.2%
2023 33.4 1.5% 12,116 6.6% 362.6 5.1% 1.9%

Source: MAPFRE Economics [based on FIVA, ICEA and Insurance Compensation Consortium data)

(1) Information Database for Insured Vehicles (FIVA)

(2) Direct Insurance premiums for insurance companies & ICC

Table 3.2-b Chart 3.2-b

Basic Auto Insurance indicat

ors

(premiums, millions of euros; ratio over premiums, %)

Written premium volume (millions of euros) 11,354 12,107
Variation in premiums 3.3% 6.6%
Retention 84.5% 84.1%
Gross loss ratio 76.6% 80.2%
Gross expenses 20.8% 20.2%
Net loss ratio 77.0% 80.9%
Net combined ratio 98.0% 101.6%
Financial result 3.1% 3.2%
Technical-financial result 5.1% 1.6%

Source: MAPFRE Economics (based on ICEA data)
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Table 3.2-c
Average frequencies and costs by coverage in Auto insurances
(frequency, %; average cost, euros)

Frequency (%)

Average cost (euros)

Variation Variation
(pp) %

Guarantees

Third-Party Liability 6.98% 6.75% -0.235 1,883 2,031 7.9%
Bodily injury 1.43% 1.44% 0.004 5,138 5,153 0.3%
Property, plant and equipment 5.84% 5.75% -0.085 979 1,075 9.9%

Damage attributable to the policyholder 21.91% 22.65% 0.741 869 923 6.2%

Broken windshields 6.30% 6.26% -0.040 349 380 8.7%

Theft 0.57% 0.53% -0.042 971 1,154 18.8%

Legal Defense 1.30% 1.33% 0.032 273 271 -0.7%

Occupants 0.29% 0.29% -0.008 919 879 -4.4%

Fires 0.06% 0.06% 0.001 3,727 4,044 8.5%

Driver's license suspended 0.01% 0.01% -0.003 749 827 10.5%

Source: MAPFRE Economics (based on ICEA data)

2024 Progress

In 2024, Automobile insurance is still in-
fluenced by rising inflation, resulting in
higher claims costs, which chips away at
margins if not accompanied by a propor-
tional increase in premiums. Meanwhile,
this insurance line will be affected in the
near future by a regulatory change cur-
rently in its final parliamentary process.
At the end of May 2024, the Council of
Ministers approved the bill amending the
revised text of the Civil Liability and Insur-
ance in the Circulation of Motor Vehicles
Act, approved by Royal Legislative Decree
8/2004, of October 29, and Law 20/2015, of
July 14, on the regulation, supervision,
and solvency of insurance and reinsur-
ance companies. The bill has been sent to
the Congress of Deputies for its parlia-
mentary proceeding. One of the act's ob-
jectives is to transpose Directive
2021/2118 relating to third-party liability
insurance for the circulation of motor ve-
hicles, and to supervise the obligation to
insure this liability. Transposition of the
directive will also improve the authorities’
oversight of the existence of insurance.
The act also seeks to incorporate im-
provements proposed by the Commission

for Valuation System Monitoring into the
valuation of indemnifications for personal
injury caused by traffic accidents.

In short, the most relevant changes the
new regulation introduces for Automobile
insurance are the following: (i)
transposition of the directive that broadens
the definition of motor vehicles, which
entails the extension of compulsory
insurance to agricultural or industrial
vehicles, which were exempt until now,
allowing them a period of six months from
the publication of the act to obtain the
insurance; (ii) introduction of the concept
of light personal vehicles, including
electric scooters or personal mobility
vehicles, which must have compulsory
third-party liability insurance [the
government shall set up a public registry of
light personal vehicles before January 2,
2026); (iii) an improvement in the system
for valuation of compensation for personal
injuries, streamlining procedures for the
valuation and payment of compensation
and increasing the amount thereof, and (iv)
expansion of the cases of indemnification
covered by the Insurance Compensation
Consortium, protecting those affected by
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traffic accidents in the event of the
insurance company's insolvency.

Finally, it should be noted that the most
recent data on Q2 2024 show that the
Automobile line maintains an upward trend,
with a 9.1% increase in premiums,
surpassing the total increase in Non-Life
lines (7.8%). These data also show a change
in the top-ranked group in the line, which is
now MAPFRE with an 18% market share,
surpassing the Mutua Madrilena group.

Health

The Health insurance line grew again in
2023, with written premiums up 6.6% to 11.2
billion euros, again placing it second among
Non-Life lines by premium volume (see
Chart 3.2-c). This growth in revenues was
accompanied by an increase in the number
of policyholders, which reached 14.2 million,
2.9% more than in 2022. By modality,
Expense Reimbursement and Healthcare
Assistance saw 9.0% and 6.6% increases in
premiums, respectively, while Subsidies and
Indemnifications dropped 2.4%. The group
and individual Healthcare Assistance
insurance modalities had very similar
increases of 9.6% and 9.3%, respectively,
with a decline in public administration
insurance.

In terms of technical results, the combined
ratio for the line stood at 94.1% in 2023,
down slightly from 94.2% the previous year,
with a -0.3 pp improvement in the loss ratio
offset by a small increase in the expense
ratio. The financial result increased over
2022, resulting in a technical-financial
result of 8.7% of premiums, 2.6 pp better
than the previous year (see Table 3.2-d and
Chart 3.2-d).

Although the line's loss ratio improved
slightly in 2023, the figures registered are
the highest in recent years, mainly for the
reasons already discussed in our previous
report: (i) the frequency with which policy-
holders use private health services re-
mained high (the public health system still
has long waiting lists, mainly in specialized
care and diagnostic media, which result in
the mixed use of public and private systems
by users of medical insurance shifting more
and more toward the private sector); (ii) pri-
vate medical centers provide the policy-
holder with increasingly integrated ser-
vices, offering care in the same health cen-
ter for an initial consultation, diagnostic
tests, and even surgery. This causes an in-
crease in the average cost of healthcare;
and (iii) the large private hospital chains
continue to exert upward pressure on nego-
tiations for the healthcare fee scales

Chart 3.2-c

Trends in direct Health insurance
(accrued direct insurance premiums, billions of euros; annual variation, %)
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Table 3.2-d
Basic Health Insurance indicators
(premiums, millions of euros; ratio over premiums, %)

Written premium volume [millions of euros) 10,543 11,235
Variation in premiums 7.0% 6.6%
Retention 96.1% 95.5%
Gross loss ratio 79.6% 79.3%
Gross expenses 13.6% 13.8%
Net loss ratio 80.7% 80.4%
Net combined ratio 94.2% 94.1%
Financial result 0.3% 2.8%
Technical-financial result 6.1% 8.7%

Source: MAPFRE Economics (based on ICEA data)

agreed with the insurance companies to
pay for medical services performed on their
policyholders.

2024 Progress

With respect to the line's progress so far in
2024, it should be noted that, in order to
prevent the high loss ratio from increasing
further, higher premium increases than in
previous years have been passed on to
policyholders in renewals, most of which
took place in January 2024. Thus, in the
first three months of the year, the loss ratio
declined slightly with respect to the same
period of the previous year, resulting in a
0.2 pp improvement in the combined ratio.
As a result, the line's revenues continue the
upward trend of recent years, with a 7.4%
increase in premiums in the first half of
2024. Both Expense Reimbursement, up
8.5%, and Healthcare Assistance, up 7.4%,
performed well, while Subsidies grew by
only 0.4%.
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Chart 3.2-d
Performance trends in the Health insurance line
(indicators over premiums)
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Multirisk

Multirisk insurance earned 9.2 billion euros
in premiums in 2023, up 6.8% from the
previous year, with rate increases to bring
premiums in line with cost inflation (see
Table 3.2-e and Charts 3.2-e and 3.2-f]. All
modalities increased their premium volume
in 2023 compared to the previous year, even
improving on the increase rates of 2022.
Industrial Multirisk insurance, which has
been on an upward trend over the last six
years, registered the highest increase,
9.3%, followed by Condominium (6.4%),
Home (6.3%), and Commercial (4.9%).

Meanwhile, the Home and Condominium
lines were impacted by severe weather
phenomena that adversely affected the loss
ratio and increased the combined ratio in
both cases, while the technical results of
Industrial and Commercial Multirisk
insurance improved with respect to the
previous year, thanks to the decrease in the
loss ratio. As a whole, the combined ratio of
Multirisk insurance increased by 1.1 pp, as
a result of a worsening of the loss ratio by
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Chart 3.2-e
Trends in direct Multirisk insurance
(accrued direct insurance premiums, billions of euros; annual variation, %)
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1.6 pp and a -0.5 pp improvement in
expenses (see Table 3.2-e and Chart 3.2-g).

2024 Progress
Premiums are expected to continue to be

adjusted upwards for all modalities in 2024,
until a satisfactory result is achieved. It is

still important for Industrial and Commercial
Multirisk insurance companies to guide
customers to the best insurance options. In
addition, an increasing number of
technology solutions are being offered,
including customer support and assistance,
as well as insurance protections for growing
threats such as cyber risks. With regard to

Chart 3.2-f
Breakdown of Multirisk premiums
by modality, 2023
(percentage of written premiums)
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Source: MAPFRE Economics (based on ICEA data)

Chart 3.2-g
Performance trends in the
Multirisk insurance line
(indicators over premiums)
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Table 3.2-e
Basic Multirisk
insurance indicators
(premiums, millions of euros; ratio over premiums, %)

Written premium volume [millions of euros) 8,578 9,158
Variation in premiums 5.7% 6.8%
Retention 79.6% 79.6%
Gross loss ratio 63.1% 66.3%
Gross expenses 31.1% 30.7%
Net loss ratio 63.0% 64.6%
Net combined ratio 96.4% 97.5%
Financial result 2.3% 2.3%
Technical-financial result 5.9% 4.8%

Source: MAPFRE Economics (based on ICEA data)

advance data for this line so far in 2024, the
information published for the first half of the
year shows an 8.4% increase, with growth of
around 10% in all lines, with the exception of
Industrial Multirisk, which grew by 5.5%.

Table 3.2-f
Basic Home Multirisk
insurance indicators
(premiums, millions of euros; ratio over premiums, %)
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Home Multirisk

As stated previously, 2023 was
characterized by premiums being adjusted
to cost inflation that began in 2022. This
occurred in general in all damage lines
and in Home insurance in particular,
resulting in 6.3% growth in premiums,
which did not come from net sales per se,
but from the renewal of the portfolio. In
addition, it was another year of intense
atmospheric phenomena, with several
episodes of isolated high-level
depressions in the second half of 2023.
This adversely affected the loss ratio and
increased the combined ratio by 1.4 pp,
which could not be offset by a slight
increase of 0.2 pp in the financial result
(see Table 3.2-f and Chart 3.2-h). Thus, it
is foreseeable that premiums will
continue to be adjusted upwards in 2024
until a satisfactory result is achieved.

Written premium volume (millions of euros) 5,149 5,476
Variation in premiums 5.5% 6.3%
Retention 88.1% 88.2%
Gross loss ratio 61.1%  63.5%
Gross expenses 33.8% 33.3%
Net loss ratio 61.9%  63.8%
Net combined ratio 96.4%  97.9%
Financial result 1.7% 1.9%
Technical-financial result 5.3% 4.0%

Source: MAPFRE Economics (based on ICEA data)

Chart 3.2-h
Performance trends in the
Home Multirisk line
(indicators over premiums)
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Industrial Multirisk

Premium volume for Industrial Multirisk
insurance amounted to 1.8 billion euros in
2023, representing a 9.3% increase over
2022, when it grew 8.8% YoY, adding to the
increases of the last six years (see Table
3.2-g and Chart 3.2-i). The line's revenue
stabilized in 2023, with rate increases in
both new production and portfolio premi-
ums to adjust them to the result and to the
CPl increase of previous years, and reorga-
nization plans in certain sectors, such as
the food industry, as well as specific condi-
tions for emerging risks, such as photo-
voltaic or lithium batteries, and/or for con-
struction types such as sandwich panels.
The technical data indicators show a sub-
stantial improvement in 2023 with respect
to previous years, highlighting the 3 pp im-
provement in the net loss ratio and a
strong combined ratio of 98.6%, when in
recent years it was above 100%.

The forecast for 2024 points to “technical
rigor.” The influence of inflation on this line
is important for updating premiums and

Table 3.2-g
Basic Industrial Multirisk
insurance indicators
(premiums, millions of euros; ratio over premiums, %)

conditions, and brokers’ advice to corporate
customers is particularly important,
especially with regard to prevention, which
entails greater knowledge of the risks and
better insurance conditions for customers
with more serious risks. Therefore, the
companies’ customer care and service will
be increasingly influential in guiding
customers towards the best insurance
options. Meanwhile, an increasing number
of technology solutions are being offered,
including customer support and assistance,
as well as insurance protections for threats
that are growing and becoming more and
more prevalent in these companies’
businesses, such as cyber risks.

Commercial Multirisk

Commercial Multirisk insurance premium
volume in 2023 amounted to 660 million
euros, representing a 4.9% YoY increase
and far exceeding the growth of previous
years (see Table 3.2-h and Chart 3.2-j).
Strong performance was recorded in 2023
in this line of business, which is affected
by high volatility, due mainly to business

Written premium volume [millions of euros) 1,684 1,840
Variation in premiums 8.8% 9.3%
Retention 49.1% 49.6%
Gross loss ratio 72.4% 77.5%
Gross expenses 23.0% 22.7%
Net loss ratio 72.8% 69.8%
Net combined ratio 102.4% 98.6%
Financial result 4.4% 3.9%
Technical-financial result 2.0% 5.2%

Source: MAPFRE Economics (based on ICEA data)

Chart 3.2-i
Performance trends in the
Industrial Multirisk line
(indicators over premiums)
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Table 3.2-h _
Basic Commercial Multirisk Chart3.2-j
insurance indicators Performance trends in the
(premiums, millions of euros; ratio over premiums, %) Commercial Multirisk line
(indicators over premiums)
— Net combined ratio = Net loss ratio
— Net expenses = Technical-financial result
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closures and openings, as well as changes
in types of stores, more focused on online
sales and with an increase in large
franchisee companies. The other
indicators for this type of insurance show
stable results with respect to the previous
three years, with the increase in the loss
ratio offset by a reduction in expenses.
Looking ahead to 2024, big data and
Artificial Intelligence (Al) are expected to
be used increasingly in order to offer
sound advice and identify the best
products and operations for customers in
this sector, given the impact of this advice
on product sales. The influence of
atmospheric phenomena on the loss ratio
of this type of Multirisk insurance must
also be noted.

Condominium Multirisk

Finally, the performance of the
Condominium segment is parallel to that of
the Home segment and is also strongly
impacted by the effect of cost inflation,
which has had repercussions on policy
renewals and, therefore, on the increase in
premiums, which amounted to 1.1 billion
euros, 6.4% more than in the previous year.
Atmospheric phenomena have also had a
significant impact on this type of multirisk
insurance, raising the loss ratio by 3.4 pp

and expenses by 0.3 pp, resulting in a
combined ratio of 99.2%, which is 3.8 pp
higher than in 2022 (see Table 3.2-i and
Chart 3.2-k).

Other Non-Life lines
Burials

The transformation process of the Burials
line continued in 2023, and in new
production, level premiums gave way to a
greater weight of single and composite
premiums, with a high natural component.
This evolution favors approaching new
groups of customers who are looking for a
solution for imminent insurance needs or
want access to affordable burial insurance.
Thus, the figures for this insurance line
continue to rise, with premiums increasing
year after year and retention rates close to
100%. In 2023, business volume grew by
5.4% to 2.8 billion euros, higher than the
2.2% increase of the previous year (see
Chart 3.2-).

The line's technical result was again
improved by a 1.7 pp decrease in the loss
ratio in 2023, together with a slight -0.3 pp
improvement in expenses, bringing the
combined ratio down by 2.0 pp to 90.1%,
much lower than the 98.4% in 2019, the

Chart 3.2-L
Trends in direct Burial insurance
(accrued direct insurance premiums, billions of euros; annual variation, %)
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Table 3.2-j
Basic Burial insurance indicators
(premiums, millions of euros; ratio over premiums, %)

Written premium volume (millions of euros) 2,626 2,766
Variation in premiums 2.2% 5.4%
Retention 98.0%  98.2%
Gross loss ratio 57.7%  56.2%
Gross expenses 33.4%  33.2%
Net loss ratio 58.6%  56.9%
Net combined ratio 92.1%  90.1%
Financial result 3.5% 7.0%
Technical-financial result 11.4% 16.9%

Source: MAPFRE Economics (based on ICEA data)

year before the pandemic. In addition, the
evolution of interest rates during fiscal year
2023, and the expected developments in
the coming years, had a significant impact
on the line's performance. On the one
hand, there was a marked increase in the
financial result, which breaks with the
stable trend, with rates close to zero
percent, which had prevailed in recent
years. And, on the other hand, there was a
transfer to the business, impacting the
calculation of technical provisions and
rates and leading to a review of the
conditions offered to customers in order to
improve insurance offerings. This resulted
in a technical-financial result representing
16.9% of premiums, 5.6 pp above the
previous year (see Table 3.2-j and Chart
3.2-m).

Third-party liability

The Third-Party Liability line of business
grew by 7.8% in 2023, with written premi-
um volume of 2.1 billion euros (see Chart
3.2-n), confirming the growth trend of pre-
vious years after overcoming the impact of
the pandemic on premiums in this line. In
particular, there was a noteworthy in-
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Chart 3.2-m
Performance trends in the
Burial line
(indicators over premiums)
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crease in Professional Third-Party Liabili-
ty premiums and also, although to a less-
er extent, in Public Administration, which
was necessary to balance the result and
correct loss ratio deviations of these activ-
ities.

Meanwhile, due to high inflation, as well as
the impact of the increase in the bodily in-
jury scale used as a reference in the Third-
Party Liability line, the cost of claims in-
curred is increasing, which calls for premi-
ums to grow to the same extent, so that
they are sufficient to support future claims.
Despite this, the line is in excellent health,
with a net loss ratio of 52.9%, a combined
ratio of 83.8%, and a technical-financial
result of 21.5% (see Table 3.2-k and Chart
3.2-0).

In an ever-changing environment, the
Third-Party Liability line has to adapt
quickly and incorporate new coverages and
exclusions as new risks emerge, such as
perfluoroalkyl and polyfluoroalkyl sub-
stances (PFAS)?. Also, some important leg-
islative developments will have a direct im-
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Chart 3.2-n

Trends in direct Third-Party Liability insurance
(accrued direct insurance premiums, billions of euros; annual variation, %)
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pact on the Third-Party Liability Lline.
Among them is the future Product Liability
Directive, which seeks to adapt the Eu-
ropean Union's product liability system to
new developments in the digital world and
new emerging technologies. This legisla-
tion considerably broadens rules regarding
liable economic operators, extending to not

Table 3.2-k
Basic Third-Party Liability
insurance indicators
(premiums, millions of euros; ratio over premiums, %)

Written premium volume [millions of euros) 1,941 2,093
Variation in premiums 7.8% 7.8%
Retention 66.0% 66.3%
Gross loss ratio 56.1%  49.9%
Gross expenses 27.1% 27.8%
Net loss ratio 56.9%  52.9%
Net combined ratio 86.9%  83.8%
Financial result 6.0% 5.2%
Technical-financial result 191%  21.5%

Source: MAPFRE Economics (based on ICEA data)

only the manufacturer or distributor, but
also expressly to software developers and
online platform providers. The directive on
the adaptation of non-contractual third-
party liability rules to artificial intelligence
is also noteworthy. Therefore, there is a
great need for Third-Party Liability insur-
ance to be developed further, since the

Chart 3.2-0
Performance trends in the
Third-Party Liability insurance line
(indicators over premiums)
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Trends in direct Personal Accident insurance
(accrued direct insurance premiums, billions of euros; annual variation, %)
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need for security in a changing environ-
ment is an opportunity to develop insur-
ance products that allow companies and
consumers to minimize the dangers to
which they are exposed.

Personal Accident

After the premium increase in 2022 in the
Accident line, as a result of the full reactivation

Table 3.2-1
Basic Personal Accident
insurance indicators
(premiums, millions of euros; ratio over premiums, %]

Written premium volume [millions of euros) 1,147 1,158
Variation in premiums 2.4% 0.9%
Retention 85.8% 86.3%
Gross loss ratio 35.2% 35.9%
Gross expenses 36.4% 36.2%
Net loss ratio 34.0% 35.1%
Net combined ratio 72.1% 72.6%
Financial result 19.4% 3.3%
Technical-financial result 47.6% 30.7%

Source: MAPFRE Economics (based on ICEA data)

of temporary activities (after restrictions
during the pandemic reduced written
premiums), the line stabilized, showing a
slight increase of 0.9%, lower than the
2.4% rise recorded in 2022, but higher
than the result in 2019 (-0.02%), the year
prior to the pandemic (see Chart 3.2-p). In
terms of technical results, this line of
business continues to maintain a healthy

Chart 3.2-q
Performance trends in the
Personal Accident insurance line
(indicators over premiums)
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combined ratio, which, despite an
increase of 0.5 pp, remains close to 70%,
making it one of the lines with the best
results in the market. Meanwhile, the
financial result was considerably reduced
in 2023, leading to a technical-financial
result of 30.7% on net earned premiums,
much lower than the 47.4% of the previous
year (see Table 3.2-l and Chart 3.2-q). It
can therefore be concluded that, once the
pandemic restrictions were overcome, the
Accident insurance market returned to
normality in terms of premium variation,
maintaining the technical result. Finally, in
the first six months of 2024, Accident
insurance saw a slight increase of 0.7%, in
line with the growth rates for this line
since April 2022.

Credit

Credit insurance premiums recorded 7.7%
growth in 2023 to 772 million euros. As
pointed out in our previous report, the
credit insurance market continued to grow
in 2023, albeit at a more moderate pace, as
a result of a lower increase in insured
volumes, derived, among other factors,
from the progressive correction of inflation
(see Chart 3.2-r).

Meanwhile, the gross loss ratio in this
insurance line rebounded to 44.0%,
compared to the 41.2% registered in 2022,
remaining at very acceptable levels
according to historical records, but with a
clear upward trajectory. This, together with
a slight impairment in the expense ratio
due to inflationary effects, led to a
combined ratio of 74.6%, also higher than
that achieved in 2022 (see Table 3.2-m and
Chart 3.2-s). In this context, the downward
adjustments in the industry’'s premium
rates seem to have moderated during 2023,
with a lower rebound in insured volumes
and a controlled but growing loss ratio.

However, fiscal year 2024 will be marked by
a slowdown in international economic
growth; by falling but still persistent
inflation, which will keep interest rates
high, affecting companies’ liquidity; by
geopolitical tensions affecting supply
chains; and by a high level of uncertainty
derived from the global elections to be held
this year. All of the above points to a
possible increase in corporate insolvencies,
and therefore in the loss ratio in the credit
insurance line, which will moderate risk
appetite. In this environment, insured
volumes are expected to contract,
negatively affecting growth figures. Thus,

Chart 3.2-r

Trends in direct Credit insurance
(accrued direct insurance premiums, billions of euros; annual variation, %)

Credit

0.8

0.6

0.4

(BILLIONS OF EUROS)

0.2

0.0

2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023

Source: MAPFRE Economics (based on ICEA data)

— Annual change

15%

10%

5%

0%

-5%

-10%

2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023




Table 3.2-m
Basic Credit insurance indicators
(premiums, millions of euros; ratio over premiums, %)

THE SPANISH INSURANCE MARKET IN 2023

Written premium volume [millions of euros) 717 772
Variation in premiums 10.4% 7.7%
Retention 53.7%  57.4%
Gross loss ratio 41.2%  44.0%
Gross expenses 28.5% 31.8%
Net loss ratio 53.5%  48.8%
Net combined ratio 72.5%  74.6%
Financial result 1.8% 4.3%
Technical-financial result 293%  29.7%

Source: MAPFRE Economics (based on ICEA data)

with data as of June 2024, the growth of the
credit insurance line in Spain stands at
3.0%, well below the rate achieved in 2023.

Surety
In 2023, premium volume for Surety insurance

totaled 225 million euros, representing an
increase of 25.7% with respect to 2022

Chart 3.2-s
Performance trends in the
Credit line
(indicators over premiums)
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(see Chart 3.2-t). For yet another vyear,
record growth was registered, among the
highest of all types of insurance in Spain.
The drivers were the same as in previous
years: guarantees for the energy sector
(especially, but not only, renewable
energies) and traditional modalities, such
as guarantees for contracting and supply
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Chart 3.2-t

Trends in direct Surety insurance
(accrued direct insurance premiums, billions of euros; annual variation, %)
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Table 3.2-n
Basic Surety insurance indicators
(premiums, millions of euros; ratio over premiums, %)

Written premium volume (millions of euros) 179 225
Variation in premiums 20.5% 25.7%
Retention 37.0% 54.1%
Gross loss ratio 11.3% 30.1%
Gross expenses 35.1% 37.8%
Net loss ratio 31.2% 32.2%
Net combined ratio 49.9% 65.1%
Financial result 3.8% 2.9%
Technical-financial result 54.0% 37.8%

Source: MAPFRE Economics (based on ICEA data)

to Public Administrations, compliance
bonds and advance payment in private
contracting, and those linked to the real
estate sector.

However, the line's gross loss ratio
rebounded significantly with respect to
2022, due to some occasional cases of
intensity, but still stands at 30.1%, which
can still be considered acceptable for this
insurance line. Gross expenses also
increased, albeit moderately considering
the inflationary environment, bringing the
combined ratio to a very positive 65.1% (see
Table 3.2-n and Chart 3.2-u). Apparently,
none of the threats anticipated in the
previous report [inflation, rising interest
rates, end of COVID-19 aid, war in Ukraine)
have had a negative impact on the sector.

Meanwhile, it should be noted that the
number of operators in this insurance line
continues to increase, although some have
also left the market, perhaps because they
did not achieve the expected objectives
given the highly competitive environment.
In addition, companies continue to gain
ground over banks in the total guarantee
market. As of June 2024, the sector has

Chart 3.2-u
Performance trends in the
Surety line
(indicators over premiums)
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grown 15.4%. Thus, despite geopolitical
uncertainties and the economic slowdown,
the start of the year points to another year
of growth for the line. There are no signs of
a lack of reinsurance capacity, or of more
restrictive underwriting by the main market
players.

Transport

In the Transport line, the sector as a whole
experienced significant growth of 13.0%,
reaching 646 million in premium volume,
which is representative of the improvement
in the economic situation and the positive
trend of recovery in the Spanish economy
(see Chart 3.2-v). This growth has been
driven by goods insurance, the main player
in the growth of the Transport line (15.2%),
with an excellent loss ratio. Logistical
problems have been regulated, and as a
result, freight rates have been reduced,
lowering costs and partially mitigating the
increase in inflation. Likewise, there is no
generalized congestion in the main ports,
and export/import levels are consolidating.
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Chart 3.2-v

Trends in direct Transport insurance
(accrued direct insurance premiums, billions of euros; annual variation, %)
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Hull insurance renewals, in turn, follow the
line of the previous fiscal year, with a
conservative trend, but seeking profitability,
not only by increasing premiums but also
with formulas for transferring risk to
customers via deductibles and annual
aggregate limits, among others.
Shipbuilding has also contributed to this

Table 3.2-0
Basic Hull Transport insurance indicators
(premiums, millions of euros; ratio over premiums, %]

growth. Meanwhile, although the Aviation
business has lower premium volume, it
performed exceptionally well in 2023, with a
double-digit increase of 26.2%, as a result of
tougher renewals and high reinsurance
support costs. However, the data for the first
half of 2024 show a 2.4% decline in
premiums in the Transport line, heavily

Written premium volume [millions of euros) 290 321
Variation in premiums 75%  10.9%
Retention 29.2%  27.7%
Gross loss ratio 57.6%  53.2%
Gross expenses 17.6%  17.7%
Net loss ratio 73.7%  68.3%
Net combined ratio 98.4%  95.3%
Financial result 4.4% 0.9%
Technical-financial result 6.0% 5.6%

Source: MAPFRE Economics (based on ICEA data)

Chart 3.2-w
Performance trends in the
Hull Transport line
(indicators over premiums)
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influenced by a 57.7% drop in premiums in
Aviation insurance, as Marine and Goods
insurance rose by 9.3% and 5.3%,
respectively.

Hulls

The information presented in Table 3.2-0
and Chart 3.2-w shows that Hull premiums
grew by double digits, 10.9%, with a
premium volume of 321 million euros.
Fleet renewals are continuing with
increases depending on the results of each
account, but in general terms, renewals
continue to be conservative. Part of this
increase in premium volume still comes
from the contribution of shipbuilding in
shipyards, which are seeing more orders in
their portfolios. In fact, Spain again ranked
second in the European Union in terms of
the number of units contracted and units
delivered, excelling in market segments
with high projection and growth, such as
off-shore vessels for the maintenance and
commissioning of offshore wind farms and
oceanographic research vessels, among
others. Premiums corresponding to
shipbuilding are included in the Hull line.

Table 3.2-p
Basic Goods Transport
insurance indicators
(premiums, millions of euros; ratio over premiums, %)

Written premium volume (millions of euros) 282 325
Variation in premiums 4.8% 15.2%
Retention 64.8% 59.3%
Gross loss ratio 51.2% 49.7%
Gross expenses 26.4% 25.6%
Net loss ratio 52.1% 50.6%
Net combined ratio 79.2% 78.2%
Financial result 3.1% 3.0%
Technical-financial result 23.9% 24.8%

Source: MAPFRE Economics (based on ICEA data)

Meanwhile, the loss performance has
improved by 5.4 pp compared to the previous
year (see Table 3.2-0 and Chart 3.2-w),
although, unfortunately, we still continue to
see the sinking of fishing vessels and loss of
human lives in the sector. However, there
have been few units and of lesser insured
value. Conversely, expenses increased by 2.3
pp, resulting in a combined ratio of 95.3%,
compared to 98.4% in 2022.

Goods

Growth in the Goods line of business
gained momentum, in line with the
improvement in the economy. Premiums
tripled over the previous year to 15.2%,
reaching a volume of 325 million euros.
Meanwhile, the loss ratio maintained
excellent performance, with neither high
impact claims nor large, high-frequency
accounts. The loss ratio has been below
the break-even point for several years now,
contributing to the stability of the line.
Thus, the combined ratio improved 1.0 pp
thanks to the improved loss ratio, as the
other parameters increased 0.5 pp (see
Table 3.2-p and Chart 3.2-x].

Chart 3.2-x
Performance trends in the
Goods Transport line
(indicators over premiums)
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Table 3.2-q
Breakdown of Engineering insurance
by modality
(premiums, millions of euros; variation, %)

2023/2022

Modality variation

Ten-Year 49.5 6.0%
Construction 108.7 43.4%
Machinery breakdown 251.1 28.0%
Assembly 27.1 24.2%
Electronic equipment 83.7 15.8%
Total Engineering 520.1 26.0%

Source: MAPFRE Economics (based on ICEA data)

Engineering

During 2023, the various modalities of En-
gineering insurance performed positively,
reaching a premium volume of 520.1 mil-
lion euros, well above the previous year's
412.8 million euros, a 26.0% increase.
With the exception of 10-year insurance,
all modalities posted double-digit in-
creases; in particular, Construction and
Machinery Breakdown rose 43.4% and
28.0%, respectively (see Table 3.2-q and
Chart 3.2-y). The statistics for the first six
months of 2024 show double-digit in-
creases in premium volume for all Engin-
eering modalities with the exception of 10-
year insurance, which fell by 11.0%.

3.3 Life insurance business

Life insurance in Spain performed
dynamically throughout the 2023 fiscal
year, reaching a premium volume of 33.4
billion euros at the end of the year, with a
significant increase of 36.0% over the
previous year and 21.2% above that
accumulated in 2019 (see Chart 3.3-a). The
main driver of this growth was the Life

THE SPANISH INSURANCE MARKET IN 2023

Chart 3.2-y
Breakdown of Engineering insurance premiums
by modality, 2023
(indicators over premiums)
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Source: MAPFRE Economics (based on ICEA data)

Savings line, which increased by 46.3%,
more than offsetting a 2.7% decrease in
Life Protection. However, both segments of
the Life market saw increased premium
income over the volume achieved in 2019,
up 3.7% in the case of Life Protection and
25.0% in Savings insurance.

As shown in Table 3.3-a, the Savings
products with the highest premium volume
registered significant increases: life
annuities grew by 67.5%, deferred capital by
57.6%, and Individual Systematic Savings
Plans (ISSP) by 67.4%. Unit-linked
insurance also had a good year, although
with more modest growth of 6.1%. The 98%
increase in the transformation of assets into
life annuities is noteworthy, although written
premiums amounted to 147 million euros.
On the other hand, Individual Long-Term
Savings Insurance (ILTSI) fell by 6.3%. There
was a 38.3% increase in individual insurance
premiums and a 21.0% increase in group
insurance premiums.

Meanwhile, technical provisions also
showed a very positive performance,
growing 5.2% to 203.8 billion euros. In this
case, both Life Protection and Life Savings
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Chart 3.3-a
Trends in direct Life insurance
(accrued direct insurance premiums, billions of euros; annual variation, %)
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insurance increased, with particularly
strong growth of unit-linked insurance at
19%, Individual Systematic Savings Plans
(ISSP) at 10.2%, and life annuities at 5.5%.
In contrast, the assets of Individual Long-
Term Savings Insurance (ILTSI) and Insured
Pension Plans (IPP) fell by 6.7% and 1.6%,
respectively. Finally, as shown in Table 3.3-b,

there was an upturn in the total number of
policyholders, which represents 3.3%
growth, with increases in Life Protection
(3.2%) and Life Savings (3.8%), and a
decrease in Long-Term Care (-12.5%).

Table 3.3-a
Breakdown of Life insurance premiums and provisions by modality
(written premiums net of cancellations, annual change, %)

Modality

Premiums

2023/2022
variation

Technical provisions

2023/2022
variation

Individual 29,406 38.3% 166,716 6.2%
Group 3.954 21.0% 37,093 1.2%
Total 33,360 36.0% 203,808 5.2%
Protection 5,036 -2.7% 7,186 1.6%
Dependency " 0.8% 45 6.7%
Savings / Retirement 28,313 46.3% 196,577 5.4%
Insured Pension Plan 974 52.5% 10,856 -1.6%
Deferred capital 8,767 57.6% 47,804 0.6%
Annuities 9,298 67.5% 92,225 5.5%
Asset transformation into life annuities 147 98.0% 2,290 1.4%
PIAS (Planes Individuales de Ahorro Sistematicos — individual systematic savings plans) 3,329 67.4% 15,033 10.2%
SIALP (Seguro Individual de Ahorro a Largo Plazo — individual long-term savings insurance) 567 -6.3% 3,755 -6.7%
Unit-linked 5,230 6.1% 24,615 19.0%
Total 33,360 36.0% 203,808 5.2%

Source: MAPFRE Economics (based on ICEA data)



Table 3.3-b
Breakdown of Life insurance policyholders
by modality
(number of policyholders; annual change, %)

2023/2022

Modality 2023 variation

Protection 21,124,160 3.2%
Dependency 94,204 -12.5%
Savings / Retirement 8,981,422 3.8%
Total 30,199,786 3.3%

Source: MAPFRE Economics (based on ICEA data)

2024 Progress

During 2023, Life Savings insurance
achieved spectacular figures as a result of
a high interest rate environment. However,
the Life Protection line decreased due to its
strong link to the mortgage market. A
slight downward trend in interest rates is
expected throughout 2024, which will
continue to encourage interest rate
guaranteed savings to be well received,
although there will also be room for savers
seeking higher returns by assuming more
risk through unit-linked insurance
products. In addition, the slight downward
trend in interest rates could result in some
improvement in the pace of consumption
and lending, which may generate some
improvement in Life Protection insurance,
since this type of insurance is largely
linked to loans. The data published for the
first half of 2024 show a 14.1% drop in Life
written premiums, with 3% growth in Life
Protection, and a 17.2% decrease in Life
Savings, which contrasts with its 69.5%
increase in June 2023.

Pension plans and pension funds

Thus, at the end of 2023, pension fund as-
sets reached an asset volume of 122.4 bil-
lion euros, 7.4% more than in 2022, due to
the strong performance of the financial
markets in the final months of the year. By
systems, the equity of individual and em-
ployment pension plans increased by 8.1%

THE SPANISH INSURANCE MARKET IN 2023

and 5.9%, respectively, while that of the
associated system grew by 1.7% (see Chart
3.3-b).

Meanwhile, the number of unitholder
accounts closed 2023 at 9,492,436; 93,908
more than in December 2022, although the
net number of unitholders is estimated at
around eight million, as many unitholders
have more than one plan open in order to
diversify their investments (see Chart 3.3-c].
Pension Plans closed 2023 with a YoY return
of 8.7%, thanks to the strong performance
of the financial markets in the last months
of the year. Thus, in the medium term (10
and 15 years) they showed a yield of 2.8%
and 3.7%, respectively.

Mutual funds

Meanwhile, domestic mutual fund assets
increased by 41.6 billion euros and finished
2023 at 347.8 billion euros, 13.6% more
than at the end of the previous year, thanks
to the strong performance of the financial
markets [(see Chart 3.3-d]. Net
subscriptions increased to 18.4 billion
euros for the year as a whole, with Fixed
Income Funds registering the highest net
inflows, predominantly in the longer term,
given the preference of investors for more
conservative positions in highly volatile
environments. Average profitability in 2023
was 7.6%, with all investment categories
generating positive returns, and especially
areas with total exposure to equity.

Meanwhile, the total number of mutual
fund unitholders decreased by 0.6% in 2023
to 16 million. In relation to their risk
profile, global and international funds
account for the largest number of savers,
54.6%, followed by fixed income
unitholders, who represent 31% of the total
(see Chart 3.3-e]. Investors in money
market funds registered a significant
increase over the previous year (70.3%),
followed by passive funds (20.8%) and fixed
income funds (4.3%), confirming once
again that Spanish investors are choosing
more conservative options.
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Outlook for mutual funds
and pension funds

Looking ahead to 2024, Inverco’s report on
collective investment schemes and pension
funds indicates that, in a context of
improved growth expectations and price
stabilization, we can be optimistic about
market performance in 2024. Pension plans
are expected to show a positive return that
could allow sustained growth, both in the
individual system and in the employment
system, with an asset volume that could
increase by 2.1%, closing the year with
assets of around 125 billion euros. With
regard to mutual funds, unitholders’
preferences for more conservative
categories are likely to remain similar to
what they were in 2023, while an
improvement in equity markets could
generate positive returns for mutual funds
with greater exposure to equities. Therefore,
Inverco estimates 7.3% growth in mutual
fund assets, in terms of both net
subscriptions and expected returns.

Financial assets of
Spanish families

The savings generated by Spanish
households in financial assets grew, in 2023,
to 2.8 trillion euros, 6% more than the
previous year. Meanwhile, household debt
grew 745 billion euros that same year, so
household net financial wealth stood at 2.1
trillion euros, 9.3% higher than the year
before, representing 142.8% of Spanish
GDP. As shown in Chart 3.3-f, the volume of
assets earmarked for deposits remains the
largest volume, accounting for 37.5% of the
total, although it has dropped 2.7
percentage points with respect to the
previous year. Likewise, mutual funds and
shares in investment companies have
increased their share of household financial
savings, from 7.7% in 2013 to 15.5% in 2023.
Savings managed by insurance companies
and Voluntary Mutual Benefit Societies
(VMBS) have remained stable over the last
decade (233.3 billion euros in 2023).
Likewise, pension funds have also
maintained a stable share of around 5% of
financial assets of Spanish households in
recent years.




4. Structural trends in the
Spanish market

4.1 Penetration, density,
and depth

Penetration

The strong performance of the Spanish insur-
ance industry in 2023 fostered an increase in
insurance penetration in the economy (the
ratio of premiums to gross domestic product]
to 5.22%, representing an increase of 0.41
percentage points (pp) compared to the figure
observed in 2022 (see Charts 4.1-a and 4.1-b).
In particular, the penetration rate for Life in-
surance grew by 0.46 pp in 2023 to 2.28%,
while the penetration rate for Non-Life insur-
ance stood at 2.94%, down slightly by 0.05 pp
compared to 2022. Thus, in a medium-term
analysis, the penetration of Spanish insurance
over the last decade has dropped by 0.25 pp
overall and by 0.22 pp in the case of the Life
segment, while the Non-Life segment has
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Chart 4.1-c
Trends in Life insurance penetration
(premiums/GDP; index 2013=100)
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Savings insurance is the Life modality with
the highest penetration level, reaching
1.94% in 2023, while Life Protection
penetration was 0.35%. In the case of Life
Savings insurance, the penetration rate
reached its historical maximum in 2016;
from that point, it trended downward until
2022, in an environment of interest rates
guided by an ultra-accommodative
monetary policy by the European Central
Bank (ECBJ, returning to growth in 2023,
following the change of monetary policy
stance, with accelerated interest rate hikes

from the second half of 2022. Meanwhile,
in Life Protection insurance, the indicator
increased by 0.02 pp between 2013 and
2023, although with a reduction in the last
three years of the series. Thus, an analysis
of the penetration index for this segment
over the past decade (2013 index=100)
shows that, while penetration in the Life
Protection segment rose 5.2% between
2013 and 2023, the figure for the Life
Savings segment dropped by 10.8% over
the same period.
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Chart 4.1-d
Trends in Non-Life insurance penetration
(premiums/GDP; index 2013=100)
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With regard to the Non-Life insurance
segment (shown in Chart 4.1-dJ,
penetration was 2.94% in 2023, down 0.05
pp from the previous year, with decreases
in the main lines of insurance comprising
it. Thus, for the Automobile line in
particular, penetration decreased 0.02 pp
in 2023, to 0.83%; the Multirisk line stood
at 0.63% (0.64% in 2022); Health
decreased slightly, from 0.78% in 2022 to
0.77% in 2023; and in all other Non-Life
insurance lines, penetration was 0.72%
(0.73% in 2022). However, looking at the
medium-term trend in the indicator’s
evolution from 2013 to 2023 (2013
index=100], Health insurance penetration
showed 13.1% growth in that period, while
the Automobile and Multirisk lines
dropped by 15.7 and 2.2%, respectively,
and the other Non-Life lines presented an
increase of 6.4%.

Density

The density indicator establishes the ratio
between a country’'s premium volume in
relation to its population, that is, the level
of premiums per capita. Chart 4.1-e
illustrates insurance density in Spain,
where the indicator stood at 1,571.5 euros
in 2023, an increase of 223.8 euros over the
previous year. There were increases in the

Chart 4.1-e
Trends in density
(premiums per capita, euros)
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density of both market segments, with a
greater contribution from Life insurance,
which increased its density 176.3 euros, to
686.5 euros. Meanwhile, the density of the
Non-Life insurance segment stood at 885
euros, an increase of 47.5 euros in 2023.

Chart 4.1-f
Trends in changes of density
(index 2013=100; euros)
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Trends in Life insurance density
(premiums per capita, euros; index 2013=100)
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Analyzing the Spanish market density from
a medium-term perspective (2013
index=100), it achieved slight growth of
30.7% between 2013 and 2023 (rising from
1,202.2 to 1,571.5 euros), with accumulated
growth in the indicator for Life insurance of
25.1% (from 548.7 to 686.5 euros), and a
35.4% increase in Non-Life insurance
(from 653.5 to 885 euros) over the same
period (see Chart 4.1.-f).

In a more specific analysis, density in the
Life insurance segment (as occurs in the
evolution of penetration levels) is basically

determined by the performance of Life
Savings insurance, whose density was
84.9% of the total. Thus, the density of Life
Savings insurance, which stood at 582.7
euros in 2023 (180.2 euros more than the
previous year), maintained the upward trend
observed in the previous two years, after
several years of decline, reaching its
highest value in the decade. Meanwhile, the
Life Protection insurance segment stood at
103.9 euros in 2023, registering a slight
decrease of 4 euros compared to the
previous year (see Chart 4.1-g).
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Chart 4.1-h
Trends in Non-Life insurance density
(premiums per capita, euros; index 2013=100)
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Chart 4.1-i
Trends in depth
(direct Life insurance premiums/total direct premiums, %; annual change, pp)
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However, from a medium-term
perspective, Life insurance density grew by
25.1% over the 2013-2023 period.
Importantly, the growth in density in the
Life Savings segment over the last two
years has allowed for the recovery of more
than 40 pp of the decline registered in
2020, bringing the increase between 2013
and 2023 to 22.3%. In turn, the Life
Protection insurance segment grew by
44.1% over that decade, confirming that, in
the medium-term trend, Life Protection
insurance shows a greater dynamic than
the Life Savings insurance segment.

The indicator for density in the Non-Life
insurance segment (see Chart 4.1-h]) is
more equally distributed across the main
lines comprising it. Thus, in 2023, the
density of this market segment was
distributed as follows: 28.2% corresponding
to the Automobile line; 26.1% to the Health
line; 21.3% to the Multirisk line; and 24.4%
to the other lines in the Non-Life insurance
segment, all recording increases over the
previous year. Likewise, in the analysis of
medium-term trends for the 2013-2023
period, Automobile registered an increase of
15.6% over the decade, while the Health,
Multirisk, and other Non-Life lines recorded
cumulative density increases of 55%, 34.1%,
and 45.9%, respectively (2013 index=100).

Depth

Between 2017 and 2020, Spanish Life in-
surance experienced annual declines in
premium volume in the Life segment, re-
covering the growth path from 2021 on-
wards. This performance has influenced
the sector's depth levels (share of direct
Life insurance premiums in relation to total
direct premiums in the market); this indic-
ator stood at 43.69% in 2023, lower than
the 45.64% recorded in 2013 (see Chart
4.1-i). Depth is an empirical measurement
of the degree of maturity of the insurance
industry. In the case of Spain, the behavior
of this indicator continues to confirm the
insufficient performance of the Life insur-
ance segment compared to other European
economies.

4.2 The Insurance
Protection Gap

Structural trends in the market

Throughout 2023, the Spanish insurance
industry maintained significant mo-
mentum, with premium volume growth of
17.8% over the previous year. This strong
performance fostered an increase in
Spanish insurance penetration (ratio of
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Chart 4.2-a
Trends in the Spanish insurance market
(penetration vs. depth)

Source: MAPFRE Economics
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premiums to GDP) of 0.4 percentage
points (pp), and in density (premiums per
capita), which stood at 1,572 euros.
Meanwhile, as the main driver of growth
has been Life insurance, the depth of the
sector (Life insurance premiums with re-
spect to total premiums) also shows im-
provement compared to the previous year
(43.7%), although the declines in previous
years have prevented it from surpassing

the 2016 level (48.8%), the highest of the
decade. Thus, the development trend for
insurance activity in Spain in 2023 is char-
acterized by an advance in both penetra-
tion (quantitative dimension of the sec-
tor's development) and depth (qualitative
dimension), reversing the negative trend
observed since 2016 (see Chart 4.2-a).
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Chart 4.2-b
Market Development Index (MDI) Spain
(2005 index=100; annual change)
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Market Development Index

Improvement in the performance indexes
of the Spanish insurance industry in 2023,
mainly for Life insurance, has modified the
trend of the Market Development Index
(MDI) observed since 2017, as illustrated in
Chart 4.2-b. The MDI is an indicator
proposed by MAPFRE Economics that aims
to summarize the trends in development
and maturity of insurance markets and is
constructed on the basis of four individual
indexes (with 2005 as a base): the
penetration index (premiums/GDPJ; the
depth index (Life insurance premiums vs.
total market premiums); an index for the
evolution of the insurance protection gap
(index of the inverse of the IPG as a market
multiple); and an index of the evolution of
the Life insurance IPG (index of the inverse
of the IPG for Life insurance as a multiple
of said market). In the 2023 analysis, the
EMI of the Spanish market shows a clear
change in trend, with a slight increase
compared to the previous year.

Insurance Protection Gap

The Insurance Protection Gap [(IPG)
represents the difference between the
insurance coverage that is economically
necessary and beneficial to society and the

amount of coverage that is actually taken
out. Establishing this figure helps define
the potential market for insurance, which is
the market size that could be achieved
through elimination of the insurance gap.
Furthermore, it is important to emphasize
that the IPG is not a static concept; rather,
it changes depending on the growth of a
country's economy and on the emergence
of new risks that are inherent to economic
and social development10.

Based on its characteristics, there is a
negative correlation between the insurance
gap and growth of the insurance markets.
On the one hand, from a quantitative per-
spective, the IPG becomes smaller as the
penetration rate increases, and on the oth-
er, from a qualitative perspective, it also
tends to decrease as markets become
more sophisticated and mature. Hence,
factors such as sustained economic
growth, low inflation, higher personal dis-
posable income, the general performance
of the financial system, an efficient regula-
tory framework, and the application of pub-
lic policies aimed at increasing financial
inclusion and education are factors that
stimulate a decrease in the IPG in the mar-
kets.

Chart 4.2-c
Trends in the Insurance Protection Gap
(billions of euros)
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Chart 4.2-d
Insurance Protection Gap and Potential Market
(billions of euros)
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2023 Spanish market IPG estimate

Chart 4.2-c presents the evolution of the
IPG for the Spanish market between 2013
and 2023. According to this information, in
2023, the insurance gap was 28.9 billion
euros, 8.6 billion euros less than the
previous year.'" This narrowing of the
insurance gap in the Spanish market is
primarily due to the fact that it has
outperformed some of the more developed
benchmark markets, particularly with
regard to the performance of the Life
insurance segment.

However, from a structural perspective, the
composition of the IPG continues to
confirm the insufficient development of the
Life insurance segment, although it has
improved compared to previous years.
Thus, in 2023, 94.3% of the IPG (27.2 billion
euros) corresponded to the Life insurance
segment, while the IPG for Non-Life
insurance (1.7 billion euros) represented
the remaining 5.7%. The growth of both the
Life and Non-Life segments in 2023
explains the decrease in the IPG of the
Spanish insurance market, having
improved with respect to the benchmark
parameter selected for the respective
calculation.2

Based on this estimate of the insurance
protection gap, the potential insurance
market in Spain (represented by the sum of
the real insurance market and the IPG)
came to 105.2 billion in 2023, which is
37.8% more than the premium volume
actually observed that year (see Chart 4.2-
d). It should be noted that this potential is
particularly relevant in the Life insurance
segment, in its Life Protection and Life
Savings modalities, insofar as it is an area
of the market with a lower level of relative
development compared to other European
insurance markets that comprise the
benchmark used to estimate the IPG.

The IPG as a multiple of
the market and the ability
to close the insurance gap

Chart 4.2-e illustrates the evolution of the
insurance gap in the Spanish market, ex-
pressed as a multiple of the real insurance
market. The overall indicator followed an
upward trend from 2013 to 2015, declining
in 2016 due to the strong performance of
the insurance industry that year, to start its
positive trend again in subsequent years,
until achieving a further decline in 2022
and again in 2023. This same performance
is repeated, amplified, in the Life segment,
while in the Non-Life segment there has
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Chart 4.2-e
Change in IPG as a Multiple of the Actual Market
(number of times the size of the actual insurance market)
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been a general downward trend, with its
lowest point in 2020, when the gap was al-
most irrelevant. Thus, in 2023, the total IPG
for the Spanish market stood at 0.38 times
the current market, compared to 0.58
times in 2022, which represents a signifi-
cant advance.

Specifically, in 2023, the IPG for the Life
insurance segment represented 81.5% of
the actual market (68.1 pp less than in
2022), while in terms of the Non-Life
segment, the insurance gap stood at 3.9%
of the real market in 2023 (2.1 pp more
compared to the previous year). As shown
in Chart 4.2-f, a medium-term analysis
confirms that, over the last decade, the
insurance gap in the Spanish market has
declined with respect to 2013 (measured as
a multiple of the real insurance market),
largely thanks to market performance over
the last two years.

Finally, an estimate of the Spanish
insurance market's capacity to close the
insurance gap in the medium term is
shown in Chart 4.2-g. The updated
comparative analysis between growth rates
observed in the Spanish market over the
last decade (2013-2023], in relation to the
growth rates needed to close the IPG
determined in 2023 in the next 10 years,

shows a 3.2% average annual growth rate
in the Spanish insurance market during the
period (1.9 pp higher than in 2022). The Life
insurance segment grew 2.7% annually on
average (3.4 pp higher than the previous
measurement), while Non-Life insurance

Chart 4.2-f
Spain: Mid-term IPG trends,
2013 and 2023
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Chart 4.2-g
Capacity to close the Insurance Protection Gap
(average annual growth rate, %; sufficiency or insufficiency to close the IPG, pp)
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grew 3.5% per year on average (0.9 pp
higher than in 2022). Thus, if the same
growth trend were maintained over the
next 10 years, the growth rate for the
market as a whole would be insufficient by
0.1 pp (3.3 pp less than the figure for the
previous year) to close the insurance gap
determined in 2023. This means that the
Spanish insurance market would need an
average growth rate of 3.3% over the next
decade [slightly above the 3.2% average
growth of the last decade) to close the IPG
estimated this past year.

Since the IPG in the Spanish market is
particularly determined by Life insurance
performance, it is in this segment where
the greatest efforts on growth will be
focused in order to close the gap within the
time frame considered. Thus, the rate
observed for this segment would be
insufficient by 3.4 pp (6.9 pp less than in
the 2022 figure] with respect to the rate
necessary to close the relative IPG in the
next decade; in other words, to close the
gap in that period, the Life insurance
segment would have to grow at a sustained
annual average rate of 6.1% (3.5 pp less
than in the previous figure) over the next 10
years. In view of the above, it can be
deduced that the strong performance of

the Spanish insurance market in 2023 has
reduced the level of growth insufficiency
needed to close the insurance gap,
changing the trend that had been observed
in previous years.

4.3 Growth forecasts

In 2023, Spain's insurance industry
achieved record growth figures, reaching
76.4 billion euros in premiums as of
December of that year, 17.8% more than in
2022. Of this total, 33.4 billion euros were
generated by the Life segment, with YoY
growth of 36.0%, and the remainder, 43.0
billion euros, came from the underwriting
of Non-Life risks, which represented a
6.8% increase over the previous year. The
price index variation during 2023, although
lower than in 2022, remained above the
average pre-pandemic levels (2.4%). Thus,
adjusting the growth of total premiums in
real terms, the YoY variation would be
15.0%, and in the Life and Non-Life
segments it would be 33.4% and 3.8%,
respectively.

With regard to the 2024 forecast, the data
through June 2024 show a different trend
from that observed in the same period the
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previous year: while the Non-Life segment
grew 7.8% in the first half, the Life segment
fell 14.1%, so the YoY variation of total
premiums through June reflects a 2.2%
decline. Translating this into real growth,
with first-half inflation at 3.4%, YoY growth
of the Non-Life insurance segment through
June 2024 would be 4.5%, while the real
drop in the Life segment would be 18.0%,
resulting in a 5.7% drop in the sector’s total
premiums. Based on these data, depending
on the performance of the price index, by
the end of 2024, the performance in real
terms of both segments of the insurance
business is expected to follow essentially
similar patterns.

Two scenarios have been defined for 2024
onwards, consistent with the observed
macroeconomic environment. A baseline
scenario, in which there are signs of recovery
in global, regional, and Spanish activity,
which could lead Spain's GDP to rates of
around 2.4% by 2024 and 1.9% by 2025, with
average inflation also moderating to around

3.3% by 2024 and 2.5% by 2025. In contrast,
the stressed scenario would show an outlook
subject to geopolitical risks, with energy
commodities under stress. This would have a
spillover effect on global prices, resulting in
inflation starting at 3.4% in 2024 and 2.6% in
2025, all of which would trigger the
application of restrictive monetary policies.

Economic performance will inevitably affect
the insurance business. In nominal terms,
the Life insurance segment is expected to
decrease in 2024, mainly due to a baseline
effect from significant growth in 2023,
despite strong performance of these
products (particularly Life Savings
insurance), which exceeded the average
volume obtained in the years prior to the
COVID-19 pandemic. In the projection for
2025, positive growth rates are recovered,
reaching an average rate of 2.1% by the end
of 2025 (see Chart 4.3-a). In real terms, the
aforementioned inflation forecast would
cause these values to drop to around -1.0%
in 2025 (see Chart 4.3-b). In any case,

Chart 4.3-a
Spain: nominal growth forecasts
for Life premiums
(YoY, %)
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Chart 4.3-b
Spain: real growth forecasts
for Life premiums
(YoY, %)
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Chart 4.3-c
Spain: nominal forecasts
for Non-Life premiums
(YoY, %)
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Chart 4.3-d
Spain: real growth forecasts
for Non-Life premiums

(YOY, %]
— Baseline Scenario = Stressed Scenario
10%
8%
6%
4%
2%
0%
-2%
-4%
o N & N
Q & &

Source: MAPFRE Economics

caution should be exercised with projections
in this segment of the insurance business,
where demand performance is more unique,
since, unlike in Non-Life insurance, other
non-insurance financial institutions are also
involved in the medium-term savings
management market. Any relevant variation
in their sales strategy can significantly alter
the volume of business in the insurance
industry, altering the estimated results.

Meanwhile, as regards the Non-Life
segment, the results are also influenced by
the performance of macroeconomic
variables in each scenario considered. In
the baseline scenario, nominal YoY growth
would reach around 6.2% by the end of
2024, and in 2025, this increase could be
around 5.2% (see Chart 4.3-c].

In conclusion, and under the premise of
monetary policies to keep inflation under
control, on average close to 2%, and with
interest rates falling, sustained growth of
market premiums in real terms of around

1.1% in the case of Life at the end of 2025,
and 2.5% real growth for the Non-Life
segment in 2025 can be expected (see
Charts 4.3-b and 4.3-d).




5.1 2023 Solvency and
Financial Condition Report

The insurance companies operating in the
Spanish market have released their eighth
Solvency and Financial Condition Report for
2023, required under Solvency Il
regulations. It should be noted that this
legislative scheme establishes a regulatory
system based on three pillars. Pillar 1 is
focused on determining the quantitative
aspects that maintain company solvency
positions, Pillar 2 oversees the appropriate
company governance and supervision, and
Pillar 3 was conceived to pass transparency
and reporting requirements on to the
market. Specifically, the regulations that
apply to Pillar 3 state that insurance
companies must publish annual
information on their financial and solvency
position, providing consistent, comparable,
detailed information on the market through
a Solvency and Financial Condition Report
(SFCR). Thus, the goal of the regulation is
that, as interested economic agents gather
information allowing them to comprehend
each company's implicit risk, they are in a
better position to evaluate the risk
assessment and management procedure,
the sufficiency of technical provisions and
own funds and, therefore, the solvency
position of a given company.

Based on this public information, this
section of the report presents an analysis
of the solvency ratios published for a
sample of the leading insurance companies
operating in the Spanish insurance market,
distinguishing between those that do so in
the Life segment, in both the Life and Non-
Life segments (Composites), and those
mainly operating in the Non-Life line.
Likewise, in order to strengthen this
transparency commitment toward the
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5. Analysis of capital requirements,
own funds, and solvency ratios

market by insurance companies, Solvency
Il regulations establish the obligation for
such companies to disclose in their SFCR
the impact that the non-application of long-
term guarantee (LTG) measures would
have had on their solvency ratio. LTG
measures were introduced by the directive
to offset any potential damage to
businesses with long-term guarantees
arising as a result of Solvency Il. The most
relevant are: (i) the transitional measure on
technical provisions, which allows the
difference between the technical provision
estimated under Solvency Il parameters
and that calculated under the previous
Solvency | rules to be gradually deferred
over an initial period of 16 years until
January 1, 2032 (eight years having already
elapsed]; [(ii) the volatility adjustment
measure, through which it is possible to
correct the discount interest rate used in
the valuation of the technical provisions, to
cushion the effects of one-off volatilities in
the spreads of the investment portfolios'4;
and [iii) the asset-liability matching
adjustment measure, which allows
companies that hold fixed-income assets at
maturity with similar durations to their
liabilities and, therefore, are not exposed to
market fluctuations in the spreads of the
related assets'™ to adjust the discount
curve of the technical provisions, subject to
certain requirements.

The implicit obligation of transparency in
the publication of the SFCR is especially
relevant for Life insurance companies and
those who operate in both Life and Non-
Life lines (Composites], which offer
products with long-term guarantees and to
which the transitional and adjustment
measures (LTG] are therefore applicable.
For companies mainly operating in the
Non-Life insurance sector, the potential
effects of not applying measures designed
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for products with long-term guarantees are
practically null or negligible.

Chart 5.1 illustrates the level of the volatili-
ty adjustment for the calculation of techni-
cal provisions for investment portfolios in
the main currencies at the end of fiscal
year 2023, related to the volatility adjust-
ment measure. Economic uncertainty dur-
ing the year remained high despite the de-
cline in inflation, largely as a result of the
ongoing conflicts in Ukraine and, since Oc-
tober, in Israel. As a result, volatility ad-
justments for the calculation of technical
provisions for investment portfolios in the
main currencies remained relatively high,
following the upturn experienced the previ-
ous year. Thus, once again, volatility ad-
justments partially offset the negative ef-
fect of volatility spikes on the solvency posi-
tion of insurance companies and their
groups, taking into account their nature as
medium and long-term institutional in-
vestors. This highlights the importance of
this mechanism introduced by the Solvency

[l regulations, which the reform approved
by the European Council and Parliament
will reinforce once it takes effect (expected
towards the end of 2026).

5.2 Solvency ratios

For the selected sample of insurance
companies operating in the Spanish market
in 2023, the aggregate total solvency ratio
amounted to 229.5%, 2.5 percentage points
(pp) more than the value registered in 2022
(227%). With regard to own funds, it should
be noted that practically all eligible funds
were of the highest quality, that is, 99.0%
corresponded to tier 1 at the aggregate
level in the sample analyzed, a percentage
similar to that of the previous year.

The solvency ratios published in the SFCRs
for the set of insurance companies selected
for analysis in this report, which represent
74.6% of insurance premiums and 67.2% of
technical provisions of the market in 2023,
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are presented on Charts 5.2-a, 5.2-b, and
5.2-c, which also show their comparison
with the previous year. Firstly, the aggregate
solvency ratio for the sample of insurance
companies mainly operating in the Life line
during 2023 was 218.9% (210% in 2022),
which represents a 9-pp increase compared
to the previous year. In particular, Chart 5.2-
a shows that MAPFRE Vida still maintains
the highest solvency ratio in this market
segment, at 426.3% (40.3 pp below 2022,
after ceasing to apply the transitional mea-

sure on technical provisions, and 59.6 pp
higher if the 2022 transitional measure of
the solvency ratio is valued at zero). The im-
provement in the solvency ratio of San-
tander Seguros (79.7 pp higher] is also
noteworthy. Otherwise, the other companies
analyzed show improved solvency ratios
with respect to the previous year.

In the case of insurance companies operating
in both the Life and Non-Life insurance
sectors (Composites), the total aggregate
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2022 Solvency Ratio
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Chart5.2-c
Non-Life: solvency ratios
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solvency ratio for 2023 was 214.0% (217% in
2022), a slight 3.0-pp decline compared to the
previous fiscal year. As illustrated in Chart
5.2-b, with the exception of Occidente, whose
solvency ratio worsened by 70.4 pp, the other
companies analyzed showed improvement
from the previous year. It is notable that
Santalucia, with a solvency ratio of 320.0%,
experienced a significant advance of 25.0 pp
in that period.

Finally, the companies analyzed in this
report operating solely or mainly in the Non-
Life insurance industry had a total aggregate
solvency ratio of 258.9% in 2023, 1.6 pp
above that registered for the previous fiscal
year. In the case of this type of company, as
shown in Chart 5.2-c, the largest decreases
in the solvency ratio were seen in Sanitas,
down by 30.3 pp with respect to 2022 (to
219.7%), and Axa Seguros Generales, down
by 11.0 pp. Meanwhile, Mutua Madrilena had
the highest solvency ratio in the sample of
Non-Life companies, at 446.0%, the same as
the previous year, while MAPFRE Espana
had a solvency ratio of 198.9% at the end of
2023 (-0.7 pp from the previous vyear).
Among the other companies considered in
the analysis, two improved their solvency
margins in the last year: Asisa, with a ratio
of 219.0% (23.0 pp higher than in 2022), and

100

SegurCaixa Adeslas, with a ratio of 191.1%
(14.7 pp above that reported for 2022).

5.3 Life: comparative SCR analysis
and the effect of transitional
and adjustment measures

The result of the Solvency Capital
Requirement (SCR) and the solvency ratio of
each company operating in the Life segment
considered in the analysis, along with some
figures to facilitate their comparison, are
presented in Table 5.3-a. Meanwhile, Chart
5.3-a illustrates the effect of the long-term
guarantee measures applied by each
company on solvency ratios in 2023, on a
disaggregated basis, as well as the variation
in the overall benefit of the application of
these measures with respect to 2022. As this
information shows, the relative benefit
obtained from the application of the long-
term guarantee measures increased
between 2022 and 2023 in the cases of BBVA
Seguros, Seguros Santander, and VidaCaixa,
while for the rest, the benefit decreased in
that period.

As supplemental information for the
sample of insurance companies operating
in the Life segment, Charts 5.3-b and 5.3-c,
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Table 5.3-a
Life: SCR result and solvency ratio, 2023
(thousands of euros)

Eligible own

Technical Eligible SCR Solvency SCR funds over | SCR over

Company provisions (TP) | Premiums* own funds required ratio over TP assets | premiums
VidaCaixa 68,253,541 11,498,200 4,143,093 2,372,029 174.7% 3.5% 4.8% 20.6%
Santander Seguros 14,686,596 2,649,098 1,271,235 459,615 276.6% 3.1% 7.3% 17.3%
Bansabadell Vida 7,767,309 2,582,923 1,007,983 591,844 170.3% 7.6% 10.4% 22.9%
MAPFRE Vida 12,597,102 2,363,733 1,756,558 412,046 426.3% 3.3% 10.8% 17.4%
Ibercaja Vida 7,142,287 1,779,150 527,372 270,497 195.0% 3.8% 6.7% 15.2%
Unicorp Vida 4,040,919 1,539,749 733,407 279,652 262.3% 6.9% 14.2% 18.2%
BBVA Seguros 9,750,374 1,106,334 1,612,445 540,014 298.6% 5.5% 10.3% 48.8%
Axa Aurora Vida 5,593,907 841,024 797,182 411,906 193.5% 7.6% 10.5% 49.0%
::g::lzl:den Vida 3,473,120 612,182 380,242 252,944 150.3% 7.3% 9.4% 41.3%
Abanca Vida 1,605,927 498,319 317,217 139,867 226.8% 8.7% 14.7% 28.1%

Source: MAPFRE Economics (based on data from the SFCRs published by the indicated companies)
* Taken from figures on premiums, loss ratio and expense tables.

Chart 5.3-a
Life: effect of LTG measures on solvency ratios, 2023
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Chart 5.3-b
Life: Impact of transitional and adjustment measures on own funds, 2023
(millions of euros)
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Chart 5.3-c
Life: effect of transitional and adjustment measures on SCR, 2023
(millions of euros)
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Table 5.3-b
Life: impact of applying Directive measures for
long-term products on own funds, 2023
(thousands of euros)

Impact on own Impact on own Impact on own

funds due to transitional funds due to volatility funds due to matching

Company Eligible own funds* adjustment TP adjustment adjustment

VidaCaixa 4,143,093 - 2.286 -1,974,046
Santander Seguros 1,271,235 - -23,575 -450,702
Bansabadell Vida 1,007,983 - -14.672 -44,004
MAPFRE Vida 1,756,558 - -31,241 -229,277
Ibercaja Vida 527,372 - -14,379 -97,230
Unicorp Vida 733,407 - -3,345 -13,464
BBVA Seguros 1,612,445 - -9.498 -205,647
Axa Aurora Vida 797,182 - -30,318 -
Nationale Nederlanden Vida 380,242 - -15.400 -
Abanca Vida 317,217 - -1,946 -

Source: MAPFRE Economics (based on data from the SFCRs published by the indicated companies)
* For the effects shown in this Table we have used the effects on the “Eligible Own Funds” indicated for each company in its report.

as well as Tables 5.3-b and 5.3-c, include a apply the long-term guarantee measures
breakdown of the potential impact on own provided for in the Solvency Il Directive.
funds and SCR if they were not entitled to

Table 5.3-c
Life: impact of applying Directive measures for
long-term products on SCR, 2023
(thousands of euros)

Impact of transitional Impact of volatility Impact of matching

Company SCR required adjustment TP on SCR adjustment on SCR adjustment on SCR

VidaCaixa 2,372,029 - 13,300 -280,880
Santander Seguros 459,615 - -2,495 -28,050
Bansabadell Vida 591,844 - 4,891 14,668
MAPFRE Vida 412,046 - -2,213 3,804
Ibercaja Vida 270,497 - -4,811 -18,812
Unicorp Vida 279,652 - 2,795 -2,242
BBVA Seguros 540,014 - 3,428 -51,547
Axa Aurora Vida 411,906 - 5,325 -
Nationale Nederlanden Vida 252,944 - -16 -
Abanca Vida 139,867 - 1,152 -

Source: MAPFRE Economics (based on data from the SFCRs published by the indicated companies)
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Table 5.4-a
Composites: SCR result and solvency ratio, 2023
(thousands of euros)

Eligible

Technical Eligible SCR Solvency SCR SCR over own funds

Company provisions (TP) Premiums* own funds required ratio over TP premiums | over assets
Occident 6,997,735 2,872,077 2,663,459 1,332,626 199.9% 19.0% 46.4% 23.1%
Allianz 6,655,188 2,836,034 781,119 572,916 136.3% 8.6% 20.2% 8.5%
Generali 5,850,539 2,390,091 1,654,470 953,172 173.6% 16.3% 39.9% 17.6%
Santalucia 4,151,120 1,735,749 3,070,672 958,127 320.5% 23.1% 55.2% 36.4%
Caser 3,719,516 1,692,855 1,419,463 664,189 213.7% 17.9% 39.2% 24.0%

Source: MAPFRE Economics (based on data from the SFCRs published by the indicated companies)

* Taken from figures on premiums, loss ratio and expense tables.

5.4 Composites: comparative SCR
analysis and the effect of
transitional and adjustment
measures

The SCR and solvency ratio results of each
company operating in both Life and Non-Life
(Composite] considered in the analysis,
along with some figures to facilitate their
comparison, are presented in Table 5.4-a.
This information shows that the composite
insurance companies, considered for the
purposes of this analysis, with the highest
solvency ratios were Santalucia and Caser,

with ratios of 320.5% and 213.7%,
respectively. Likewise, Chart 5.4-a illustrates
the weight of the effect of the LTG measures
applied by each of these companies on
solvency ratios.

Additionally, Charts 5.4-b and 5.4-c, as well
as Tables 5.4-b and 5.4-c, provide a
summary of the comparative analysis of the
potential impact on own funds and SCR if the
insurance companies considered in this
segment were not entitled to apply the long-
term guarantee measures incorporated into
the Solvency Il Directive.

Chart 5.4-a
Composite: effect of LTG measures on solvency ratios, 2023
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Chart 5.4-b
Composites: impact of transitional and adjustment measures on own funds, 2023
(millions of euros)
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Chart 5.4-c
Composites: impact of transitional and adjustment measures on SCR, 2023
(millions of euros)
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* Negative variation implies increased impact of adjustment.




THE SPANISH INSURANCE MARKET IN 2023

Table 5.4-b
Composites: impact of applying Directive measures for
long-term products on own funds, 2023
(thousands of euros)

Impact on own funds Impact on own funds Impact on own f“'}ds

due to transitional due to volatility due to matching

Company Eligible own funds* adjustment TP adjustment adjustment

Occident 2,663,459 - -25,925 -
Allianz 781,119 - -23,675 -
Generali 1,654,470 - -25,696 -
Santalucia 3,070,672 - -59,744 -
Caser 1,419,463 - -22,304 -46,929

Source: MAPFRE Economics (based on data from the SFCRs published by the indicated companies)

* For this Table we have used the effects on the “Eligible Own Funds” indicated for each company in its report.

5.5 Non-Life: comparative In the case of the Non-Life segment, as
SCR analysis stated above, the impact of not being able

to apply the long-term guarantee (LTG)
measures is not shown, since the impact is
nil or negligible, given these measures are
intended for institutions operating in the
Life insurance business, or in Composite
companies with significant components of
this business segment.

For companies included in this report that

operate solely or mainly in the Non-Life

insurance sector, Table 5.5 shows the

results of SCR and solvency ratios in 2023.

This information is accompanied by other

figures for comparison purposes. It should

be noted that the analysis of the variation in

the solvency ratio between 2023 and 2022 5.6 Relative weights of the

for the insurance companies considered in different SCR risk modules

the sample for this segment of the Spanish

market is presented. in item 5.2 of this Table 5.6 presents information related to the

report (see aforementioned Chart 5.2-c). relative weight of each of the risk modules
forming the SCR (market risk, credit risk,

Table 5.4-c
Composites: impact of applying Directive measures for
long-term products on SCR, 2023
(thousands of euros)

SCR Impact of transitional Impact of volatility Impact of matching

Company required adjustment TP on SCR adjustment on SCR adjustment on SCR
Occident 1,332,626 - 238 -
Allianz 572,916 - - -
Generali 953,172 - 13,114 -
Santalucia 958,127 - 2,060 -
Caser 664,189 - 1,122 -26,502

Source: MAPFRE Economics (based on data from the SFCRs published by the indicated companies)



Table 5.5
Non-Life: SCR result and solvency ratio, 2023
(thousands of euros)
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Technical Eligible own
provisions Eligible SCR Solvency SCR over funds over SCR
Company Premiums * (TP) own funds required ratio | premiums assets over TP

MAPFRE Espaiia 5,742,396 4,455,079 2,193,776 1,103,155 198.9% 19.2% 26.1% 24.8%
SegurCaixa Adeslas 4,671,924 835,639 1,069,187 559,631 191.1% 12.0% 28.7% 67.0%
Mutua Madrileha 2,123,814 2,364,205 5,498,519 1,232,885 446.0% 58.1% 64.1% 52.1%
Axa Seguros
Generales 2,099,260 1,821,066 846,829 605,072 140.0% 28.8% 23.1% 33.2%
Sanitas 1,882,960 108,886 462,623 210,605 219.7% 11.2% 54.3% 193.4%
Asisa 1,479,545 284,723 548,397 250,351 219.1% 16.9% 55.4% 87.9%
Reale Seguros
Generales 1,019,695 814,275 433,667 247,417 175.3% 24.3% 28.9% 30.4%
Linea Directa 974,714 648,498 358,002 198,857 180.0% 20.4% 30.5% 30.7%

Source: MAPFRE Economics (based on data from the SFCRs published by the indicated companies)

* Taken from figures on premiums, loss ratio and expense tables.

Table 5.6

Relative weight of risk modules, diversification and
loss-absorbing capacity, 2023

Underwrltmg operatlonal = [Flscal] = [TP]

VidaCaixa 29.5% 1.8% 68.6% -18.5% 16.0% -30.0%

Santander Seguros 40.7% 3.6% 55.7% -21.2% 20.5% -26.0% -
Bansabadell Vida 32.5% 4.2% 63.4% -20.5% 22.4% -20.6% -6.2%
MAPFRE Vida 51.3% 14.1% 34.6% -27.3% 11.7% -25.0% -241%
Ibercaja Vida 31.0% 4.6% 64.4% -20.2% 24.0% -30.0% -
Unicorp Vida 38.3% 4.8% 56.9% -22.5% 3.7% -25.0% -111%
BBVA Seguros 25.1% 7.2% 67.8% -22.4% 9.2% -30.0% -
Axa Aurora Vida 47.6% 13.5% 39.1% -26.1% 4.6% -10.5% -4.8%
Nationale Nederlanden Vida 25.6% 4.6% 69.8% -18.4% 7.3% -24.6% -
Abanca Vida 15.8% 4.7% 79.5% -14.1% 2.6% -30.0% -
Occident 54.8% 1.2% 44.0% -28.0% 5.4% -25.0% -
Allianz 28.0% 6.1% 66.0% -34.8% 11.8% -24.3% -1.9%
Generali 36.0% 10.8% 53.2% -34.1% 6.3% -17.5% -3.1%
Santalucia 68.8% 2.6% 28.6% -20.7% 4.8% -25.0% -2.9%
Caser 41.6% 8.6% 49.8% -33.7% 14.9% 0.0% -
MAPFRE Espana 36.8% 7.5% 55.7% -30.0% 13.1% -25.0% -
SegurCaixa Adeslas 19.7% 7.1% 73.1% -38.2% 22.4% -23.7% -
Mutua Madrilena 70.5% 2.0% 27.6% -18.1% 4.6% -15.6% -
Axa Seguros Generales 40.0% 6.2% 53.9% -27.0% 10.0% -10.5% -
Sanitas 17.0% 5.5% 77.5% -15.0% 30.0% -11.3% -
Asisa 48.3% 4.6% 47.1% -25.5% 16.5% -19.6% -
Reale Seguros Generales 35.1% 4.8% 60.1% -23.1% 10.1% -23.6% -
Linea Directa 31.2% 2.1% 66.8% -19.5% 12.2% -25.0% -

Source: MAPFRE Economics (based on data from the SFCRs published by the indicated companies)
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Chart 5.6-a
Life: relative weight of the different SCR elements for
the sample analyzed, 2023

Variation vs. 2022 m +0.4 pp +1.5 pp +279.5 +0.3 pp +247.1 +4.8 pp m +322.4

10,000
B u 14.0%
5 -29.5%
o 6,000 61.2%
o
wn
z 0,
5 400 5.2% 7,126.6
2 5,730.5
= 20000 © 349
0
X X X [0} c o = 2} o
2 2 2 g = 3 g 5 3
g £ g 5 3 “ T £
[ © - = 7]
I} a T £ o 3 3,
= 2 g a g o E
c Q =) x
=] o 5
o = —
o ) o
£
£
[}
a
o
[=

Source: MAPFRE Economics (based on data from the SFCRs published by the indicated companies)

Chart 5.6-b
Composites: relative weight of the different SCR elements for
the sample analyzed, 2023

8,000
%) - o o,
3 4000 Jo i 29.4% 7.3%
o -21.7%
w 5.2%
< 4,000
g
ot 5,332.0
4,481.0
g 2,000 48.2%
0 _
% & % 2 S S e £ &
i= © 0 il @ 2
k] Z = “ © m = £
x = o = e -—
G 2 = £ 2 g 2
j= o =
= g g 3 E S E]
< g [=) x
3 2 3
(&) o el
£
jol
©
Q
[al}
=

Source: MAPFRE Economics (based on data from the SFCRs published by the indicated companies)




THE SPANISH INSURANCE MARKET IN 2023

Chart 5.6-c
Non-Life: relative weight of the different SCR elements for
the sample analyzed, 2023
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Chart 5.6-d
Total market: relative weight of the different SCR elements for
the sample analyzed, 2023
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underwriting risk, and operational risks) in
2023 for the group of insurance companies
included in this report.. This information
shows the positive effect that diversification
has had in each case, as well as the
beneficial impact of the loss-absorbing
capacity of both deferred taxes (LAC DT) and
of technical provisions (LAC TP] for products
involved in discretionary profit sharing.

It should be noted that all companies
considered in this report use the standard
formula to calculate their solvency capital
requirement in all their modules, with the
following exceptions: VidaCaixa, which
applies a partial internal model for longevity
and fatality risks; BBVA Seguros and
MAPFRE Vida, which have a partial internal
model for longevity risks; and SegurCaixa,
Adeslas, Sanitas, and Asisa, which calculate
the underwriting risk of medical expense

Chart 5.6-e
Relative weight of own funds vs.
technical provisions, 2023
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Source: MAPFRE Economics [(based on data from the
SFCRs published by the indicated companies)

insurance premiums with specific
parameters, and MAPFRE Espana, which has
specific parameters for underwriting risk in
the Automobile Third-Party Liability and
Automobile Other Guarantees segments.

To supplement this analysis, the relevant
weight of each of the risk modules
comprising the SCR [market, credit,
underwriting and operational risk] for the
group of insurance companies analyzed in
this report is broken down by Life,
Composite and Non-Life segments and
detailed schematically in Charts 5.6-a to
5.6-d. Likewise, said charts also show the
positive effect of diversification in each case,
as well as the positive effect derived from
the loss-absorbing capacity (LAC] of both
deferred taxes and technical provisions for
products involved in profit sharing. Likewise,
any variation compared to 2022 in the

Chart 5.6-f
Relative weight of own funds vs.
premiums, 2023
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Source: MAPFRE Economics (based on data from the
SFCRs published by the indicated companies)




Chart 5.6-g
Relative weight of own funds vs.
assets, 2023
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relative weight of each module is reflected
at the top of each Chart.

An analysis of this information shows that,
in 2023, the Life segment (Chart 5.6-a) saw
a decrease in the relative weight of market
risk (-1.9 pp), and an increase in the weight
of counterparty risk (0.4 pp) and underwrit-
ing risk (1.5 pp). There was also an in-
crease in the overall weight of the diversifi-
cation benefit (0.3 pp), and a decrease in
the loss-absorbing capacity of deferred
taxes and technical provisions in the case
of products with discretionary profit shar-
ing (-1.5 pp). In the case of the Composite
companies segment (Chart 5.6-b), there
was an increase in the relative weight of
the underwriting risk module (1.7 pp), with
a decrease in the relative weight of market
risk (-1.9 pp). The entities that predomi-
nantly operate Non-Life insurance (Chart
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5.6-c), in turn, have experienced an in-
crease in the relative weight of market risk
(1.8 pp) and a reduction in the weight of
underwriting risk (-1.3 pp), as well as a
lower risk in the operational module (-0.2
pp). Finally, for the market as a whole
(Chart 5.6-d), there was a reduction in
weight of the market risk component (-0.5
pp) and a slight increase for counterparty
and underwriting risk (0.1 pp and 0.4 pp,
respectively). The information also shows
that between 2022 and 2023 the benefits of
diversification dropped slightly (-0.2 pp),
and the weight of the operational risk
module increased (2.0 pp).

Finally, as supplemental information,
Charts 5.6-e, 5.6-f, and 5.6-g show a com-
parison of the relative weight of the eligible
own funds for the insurance companies
considered, based on certain representa-
tive figures of their size, such as technical
provisions, premiums, and total asset vol-
ume.



6. Regulatory outlook

Amendments to the
Solvency Il Directive

During 2023 and so far in 2024, significant
progress has been made to reform the Sol-
vency Il regulatory framework, culminating in
the agreement reached by European co-legis-
lators to amend the directive, the final com-
promise text of which was published on Jan-
uary 24, 2024.1¢ The main novelties included in
the final text of the directive, which will have a
significant quantitative impact once imple-
mented, can be summarized as follows:

e Risk margin. The cost of capital rate for the
valuation of technical provisions decreases
from 6% to 4.75%. This parameter is par-
ticularly relevant due to the high sensitivity
of the valuation of insurance companies’
obligations in view of changes in this pa-
rameter. When the reform comes into
force, it will lead to a significant reduction
in technical provisions, freeing up re-
sources that will enhance the EU insur-
ance industry's role as institutional in-
vestors in the medium and long term.

e Extrapolation of the discount curve. The
method for risk-free interest rate extrap-
olation to value the obligations assumed
in insurance contracts is modified to bet-
ter reflect the interest rates observed in
the market in the longest sections of the
curve.

* Volatility adjustment The adjustment per-
centage is increased, raising the applica-
tion ratio from 65% to 85% and enhanc-
ing the national specific component of
the adjustment.

» Matching adjustment Restrictions to the
diversification benefits that were estab-
lished for the insurance companies that
applied this adjustment are eliminated.
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* Long-term portfolio shares. Provisions
relating to these shares are made more
flexible in order to benefit from a lower
shock of 22% (as opposed to 49%, which
could be reached in other cases).

The reform will be implemented 24 months
after publication of the revised directive in
the Official Journal of the European Union,
if and when it is published. Within that pe-
riod, Member States must transpose this
directive into their national legal systems
by adopting and publishing the laws, regu-
lations, and administrative provisions nec-
essary to comply with this directive within
that period. In the case of Spain, changes
must be transposed into Spanish law
through the Law on the Regulation, Super-
vision, and Solvency of Insurance and Rein-
surance Companies (LOSSEAR] and the
Royal Decree on the Regulation, Supervi-
sion, and Solvency of Insurance and Rein-
surance Companies (RDOSSEAR).

A relevant aspect of the reform of the Solven-
cy Il Directive is that it introduces the catego-
ry of “small and non-complex” companies in
order to effectively apply the so-called princi-
ple of proportionality. The amendment of the
Solvency Il Delegated Regulation is still pend-
ing in order to finalize the universe of insur-
ance companies that will benefit from this
simplified framework. Meanwhile, insurance
and reinsurance companies must develop
climate change scenarios in their own risk
and solvency assessment (ORSA) and pre-
pare transition plans to monitor sustainability
risks, among other aspects. It should be not-
ed that several elements of the reform re-
quire further regulatory development by both
the European Commission and the European
Insurance and Occupational Pensions Au-
thority (EIOPA]) through the corresponding
Regulatory Technical Standards (RTS) and
Implementing Technical Standards (ITS).



These elements are crucial for the effective
and detailed implementation of the new reg-
ulations in Member States, ensuring consis-
tent and harmonized implementation
throughout the European Union.

Accordingly, EIOPA must provide technical
advice as required and develop technical
standards specifying, among other aspects,
criteria to be considered by supervisory au-
thorities when identifying companies to which
macroprudential measures will be applied in
the management of systemic risk. It must
also define the specific requirements for the
analysis of climate scenarios in the own risk
and solvency assessments (ORSA) of insur-
ance companies, especially in relation to ex-
posure to climate risks. Meanwhile, the Eu-
ropean Commission must adopt delegated
acts specifying the method for extrapolating
the term structure of risk-free interest rates
and propose additional delegated acts regu-
lating the application of proportionality mea-
sures, especially in terms of reporting and
governance requirements for small and non-
complex insurance companies.

Artificial intelligence regulations

On July 12, 2024, the so-called Artificial Intel-
ligence Regulation (EU) 2024/1689,'7 estab-
lishing harmonized rules for artificial intelli-
gence in the European Union, was published
in the Official Journal of the European Union.
This regulation seeks to guarantee safe and
ethical use of artificial intelligence (Al), af-
fecting all industries, including insurance
companies. It aims to mitigate risks associat-
ed with Al, imposing transparency and safety
obligations in the use of Al technologies. The
main points addressed by these new regula-
tions are set out below.

Classification and risk management

The regulation introduces a classification of
Al systems according to the level of risk they
represent, considering four categories: unac-
ceptable, high, limited, and minimal. Al sys-
tems considered “unacceptable risk” are
prohibited, while those considered “high risk”
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are subject to strict compliance require-
ments. This classification seeks to protect the
fundamental rights and security of citizens by
preventing Al applications that can have seri-
ous impacts on society, such as mass sur-
veillance or manipulation. Categorization al-
lows for proportional regulation, where less
risky technologies are subject to fewer re-
strictions, while encouraging innovation in
areas where risk is lower.

High risk Al requirements

Al systems classified as high risk, such as
those used in critical infrastructure, educa-
tion, employment, workforce management,
access to essential services, and maintaining
public safety, must comply with strict obliga-
tions. These include transparency in their
operations, traceability of their decisions, and
constant human supervision to avoid auto-
matic decisions that may negatively affect
people’'s fundamental rights.

These requirements ensure that high-risk
systems not only function properly, but are
also auditable and explainable. Traceability is
crucial, as it allows Al decisions to be recon-
structed, ensuring that they are reviewable
and correctable in case of error. Human
oversight is another key pillar, guaranteeing
that machines do not make critical decisions
without human intervention.

Prohibitions

The regulation expressly prohibits certain Al
applications that are considered excessively
dangerous. These include Al systems de-
signed to manipulate human behavior in
ways that could result in significant physical
or psychological harm, mass and continu-
ous surveillance of people in public spaces,
and the use of Al for social scoring similar to
the system used in some countries.

These bans reflect a precautionary approach
by the European Union to avoid potential
abuses of Al technology. The goal is to pre-
vent Al from becoming a tool of oppression
or social control, thus protecting individual
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freedom, privacy, and other fundamental
rights. The ban on social scoring, for exam-
ple, responds to the risk that Al systems
may discriminate against individuals based
on behavioral data, unfairly affecting their
access to services or their rights in general.

Data protection and fundamental rights

The regulation emphasizes the importance
of protecting personal data and fundamen-
tal rights in the development and use of Al
systems. A clear relationship is established
between Al regulations and existing data
protection laws, such as the General Data
Protection Regulation (GDPR]. Any Al sys-
tem that handles personal data must
strictly comply with these regulations, thus
ensuring data privacy and security.

The regulation also addresses concerns
about possible bias and discrimination in Al
systems, stating that developers must im-
plement measures to avoid these situa-
tions. This includes evaluating the data
used to train Al systems and ensuring that
it is representative and non-discriminatory.
Protecting fundamental rights is at the
heart of the regulatory framework, making
sure that technology is not developed at the
expense of fundamental values of Eu-
ropean society.

Fostering innovation

The regulation also includes specific mea-
sures to encourage innovation in the field
of Al. Recognizing that Al has great poten-
tial to drive economic growth and solve so-
cietal challenges, “controlled test spaces”
are promoted where innovations can be
developed and tested in a controlled envi-
ronment without being subject to the
strictest regulations. Special attention is
also paid to small and medium-sized com-
panies and startups, providing support and
guidance so that they can compete on
equal terms with large technology compa-
nies. This includes the possibility of receiv-
ing funding, technical assistance, and ac-
cess to research infrastructures. The goal
is to create a dynamic European ecosystem

in which Al innovation can thrive without
compromising security and citizens' rights.

In summary, this regulation is a compre-
hensive effort to position the European
Union as a leader in the development of
ethical and safe Al, while ensuring that
technological innovation is realized for the
benefit of society as a whole.’® Regulation
(EU) 2024/1689 has significant implications
for insurance companies. By classifying
artificial intelligence (Al) systems accord-
ing to risk and setting strict requirements
for high-risk systems, it requires insurance
companies to ensure that their Al systems,
used in areas such as risk assessment,
pricing, or fraud detection, meet these
standards. This will undoubtedly require
investments in new technologies and pro-
cesses, as well as staff training to ensure
regulatory compliance. The regulation
takes effect 20 days after its publication in
the Official Journal of the European Union
and will apply from August 2, 2026, with the
exception of certain provisions that will ap-
ply as of August 2, 2025, and others on a
delayed basis as of August 2, 2027.

Corporate Sustainability Due Diligence

In 2023 and so far this year, there have also
been significant developments in sustain-
ability due diligence regulations, with an
agreement reached between co-legislators
with the formal adoption by the European
Parliament in May 2024 of the European
Commission’s Directive on Corporate Sus-
tainability Due Diligence, known as CSDDD
or CS3D (Corporate Sustainability Due Dili-
gence Directive).”?

Directive CS3D will apply to large compa-
nies with more than 1,000 employees and a
net worldwide turnover of over 450 million
euros, in order to ensure respect for hu-
man rights and environmental obligations
throughout their chain of activities. If a vio-
lation of these obligations is detected,
companies will be required to take appro-
priate measures to prevent, mitigate, ter-
minate, or minimize the resulting adverse



impacts on their own operations, those of
their subsidiaries and those of their busi-
ness partners in their chain of activities.
Companies may be held liable for damages
caused and would have to provide full com-
pensation. Companies affected by the di-
rective will also have to adopt and imple-
ment a climate transition plan in line with
the Paris Agreement on climate change.

The directive will be published in the Offi-
cial Journal of the European Union and en-
ter into force 20 days after its publication.
Member States will have two years to apply
the regulations and administrative proce-
dures necessary to comply with this legis-
lation, and implementation will be stag-
gered over a period of three to five years,
depending on the companies’ size. After
negotiations during which it was debated
whether or not to exclude the financial ser-
vices sector from the scope of application
of this directive, an agreement was finally
reached to leave the decision in the hands
of each Member State when transposing it,
establishing a series of specificities in the
event they decide to do so.
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DISCLAIMER

This document has been prepared by MAPFRE Economics for information purposes only. It does not reflect the views or opinions of MAPFRE or
Fundacion MAPFRE. The document presents and compiles data, views and estimates relative to the time at which it was prepared. These were
prepared directly by MAPFRE Economics or otherwise obtained from or prepared using sources considered reliable, but which have not been
independently verified by MAPFRE Economics. Therefore, MAPFRE and Fundacién MAPFRE specifically refuse all liability with respect to its
precision, integrity or correctness.

The estimates contained in this document have been prepared on the basis of widely accepted methodologies and should be treated as forecasts
or projections only, given that the results obtained from positive or negative historical data cannot be considered as a guarantee of future
performance. Equally, this document and its contents are subject to changes that will depend on variables such as the economic outlook or
market performance. MAPFRE and Fundacion MAPFRE therefore refuse all liability with respect to how up to date or relevant these contents
may be, or with respect to providing any related notices.

This document and its contents do not constitute any form of offer, invitation or solicitation to purchase, participate or divest in financial assets
or instruments. This document and its contents cannot form part of any contract, commitment or decision of any type. With regard to the
investment in financial assets connected with the economic variables analyzed in this document, readers of this study must be aware that under
no circumstances should they base their investment decisions on the information given in this document. People or companies offering
investment products to potential investors are legally bound to provide the necessary information by which to make a suitable investment
decision. For all of the foregoing, MAPFRE and Fundacion MAPFRE specifically refuse all liability for any direct or indirect harm, loss or damage
that may ensue from the use of this document or its contents for these purposes.

The contents of this document are protected by intellectual property laws. The information contained in this study may be reproduced in part,
provided the source is cited.
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