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Scope
I’m going to talk about three key things:

a) Key Messages
b) C-19 Impact & GoU’s Response
c) Potential opportunities for Insurers

Key Messages
Uganda’s economy has been hard hit. 140,000 – 180,000 formal jobs are
potentially being lost, and ~2.3 – 3 million livelihoods made vulnerable.
GoU has put together a stimulus package of UGX 5.5 trillion (4% of GDP)
to mitigate impact on individuals, businesses and financial sector.
Traffic Light Sectoral Analysis has ranked insurance sector highly; but its
key clients (transport, hospitality, trade, agric, manufacturing) lowly.
Claims are likely to increase in the short term due to a number of factors
related to disruptions, ill-health and economic downturn.
Never waste a crisis. C-19 is a great breeding ground for innovation. Reconsider
not only processes, products and services, but also operating models to seize the
new emerging opportunities.

COVID-19 Impact on Uganda’s Economy: Key Numbers

Expected GDP decline
Uganda GDP growth rate could
decline between 7% and 10% in
calendar year 2020 in the two
scenarios analyzed

Sectors most impacted
Largest GDP losses are anticipated to
come from tourism, wholesale &
retail, transport, manufacturing,
and agriculture (primarily
exports)

Expected job
at risk
~2.3 to 3.0 million formal and
informal jobs at risk (largely
informal); particularly in wholesale
and retail, manufacturing and
tourism sectors
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Uganda GDP growth could decline by between
7% and 10% in the two scenarios analyzed
Baseline GDP growth for 2020: 6.5% growth1

Global resurgent virus, and
prolonged downturn
Uganda/regional outbreak contained
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Global resurgent virus, and
prolonged downturn

Key insights

Regional/Uganda outbreak
widespread

Uganda is estimated
to suffer 7-10%
point drop compared
to it’s 6.5%
forecasted growth
rate for 2020, that
could result
stagnation or -3%
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Domestic transmission
1. Based on a pre- COVID-19 growth forecast of World Bank, Global Economic Prospects
Source: AfDB African Statistical Yearbook

McKinsey & Company
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The largest GDP losses are anticipated to come from tourism,
wholesale and retail trade, agriculture and transportation
Share of sectors from the GDP loss caused by COVID-19, %
Highly preliminary

xx

Prolonged downturn
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Estimated GDP loss per scenario

Key takeaways
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GDP loss

Tourism and
wholesale/retail are
the largest contributors to
the loss in GDP mostly
due to the drop in travel
and in local consumption
Transportation is also
significant driver with
8-12% contribution to
GDP loss
Manufacturing share is
lower with a contribution
of ~7% to the loss in
GDP through the
decrease in export
demand and FDI

Primary sector
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Status of employment by industry of main job
Respondent working
Personal Services

Respondent stopped working, worked pre-March
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Traffic Light Sectoral Analysis Ranks Insurance Highly

Source: FSDU, 2020

The future
 Studies show controlling the pandemic will take 6 - 12 months
depending on the effectiveness of the lockdown & enforcement
of SOPs.
 Recovery will most likely stretch 12 - 24 months depending on
the health and economic measures during this stage. GoU has
announced some counter-cyclical measures to support recovery
of business and economy.
 Macroeconomists think we will bounce-back at 3-4% in 2021,
depending on the frequency, intensity & length of lockdowns.

Impact of COVID-19 on the Insurance Industry
 As far as I know, there is no study that has investigated the impact
of C-19 on the insurance industry in Uganda
 However, presently the economic trend is of a recession with
decreasing profits but increasing claims.
 Insurers everywhere are counting their losses as a result of C-19,
but the pandemic could present opportunities for a stronger bounce
back.
 The pandemic has taken a toll on new premiums on certain lines of
business – travel, events, and trade credit insurance. Losses from
these lines of business may become significant.
 Life & Pensions (L&P) sector has also been impacted on a number of
fronts – consumer spending power has reduced significantly; and
with it willingness to spend.

Claims are likely to increase in the short term due to:
 Supply-chain/business disruption and loss of revenues
 Event cancellation – outlook shows events will struggle to get
insurance coverage in the near future
 Drop in commodity prices
 Likely increase in liability insurance claims if contraction of C-19 or
death is attributed to negligence e.g. against hotel owners
 Workers demanding compensation pay-outs where they’ve been
infected at work especially taxi and bus drivers, aircraft flight crew
workers, hospital workers and general company workers.
 Increasing customer complaints – some clients not understanding
that insurance policies do not cover pandemics

Other Impacts
 Impact on life and non-life insurance policies – premiums
likely to drop in 2020. Claims, however, to increase for both life and
non-life insurance companies.
 Impact on insurance policy – increase in policy lapses in certain
segments of business if individuals are unable or choose not to pay
premiums to keep their policies active. Companies that cannot keep
track of failed policyholders who may want to repurchase insurance
are likely to have an advantage over competitors
 Likely that existing products with guarantee rates are going to be
unable to recoup losses as a result of C-19. Even where rates are
annually reviewable, it will probably not be feasible to recover those
losses in future premiums.

How has Uganda
Gov’t Responded?
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Covid-19 Fiscal Stimulus (Billion UGX)
Capitalisation of UDB

562

483

Funding for Kampala Industrial Business Park

996

Funding for Power Transmission to Industrial Parks

792

Reducing Domestic Arrears

673

COVID-19 Health Related Exp

129

Other COVID-19 Recurrent Exp

116

538
241

Boosting Agric Prodn and Productivity

The Fiscal Stimulus
(both old & new
money) is worth a
total of UGX 5.5
Trillion (4% of
GDP)

300

Additional support to Emyooga (Youth/Women)

256

Social Protection to Vulnerable Groups

59

130

Capitalisation of UDC
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Credit through SACCOs & MFIs

94

Support to UIRI
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Temporary Tax Relief (Billion UGX)
Expedite Payment of outstanding VAT
refunds

120.5

Defer payment of PAYE for Manuf, Flori and
Tourism

65.6

Waiver of interest on tax arrears

50.0

Delay payment of Corporation tax by 3
months
Delay payment of Presumptive Tax for
Corps and SMEs

The Tax Relief
Measures will
cost a total of
UGX 250 bn
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How insurers should respond
 First, protect the health and safety of your employees and
partners including brokers and agents in the insurance
community.
 Review and update your crisis management plans and take
steps to continue operations with little disruption to clients.
 Equip your staff – from actuaries, underwriters and claim
managers to work from homes
 Regarding new products, you need to anticipate the impact C19 will cause.
 Annuity savings will protect some of your assets; but do you
have annuity businesses?

Potential Opportunities
for Insurers
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4 Key post-C-19 trends insurers should tap into
Trend #1: Health First — More than eve: people have realised that
at the end of the day there is nothing of greater importance than life and
health. Shifting obsession from material possessions to experiences.
Opportunities to seize?
Health insurance; from only covering risk when there is damage, to rendering preventive
services; innovations among tech providers to link insurers to health ecosystems
Trend #2: Connected Living — Now for real: C-19 has put the shift
to digital on fast-forward trajectory. Lesser trust.
Opportunities to seize?
Insurers to go digital; usage-based car insurance; home insurance with cyber and services (the
more time we spend at home, the more important such services become as an extension of home
insurance); reciprocity to solve privacy issues; data protection

Cont’d…
Trend #3: Unprecedented uncertainty — Lasting long: The sense
of control people used to exude is now far away.
Opportunities to seize?
Safety and reliability – people will have a lower appetite for risks than they had before. The
economic downturn is likely to increase the demand for insurance solutions esp. those with price
propositions that are simple, transparent and cost-efficient.
Trend #4: Empathy in everything — Show you care: C-19 has
made everyone experience the disadvantages of globalization.
Opportunities to seize?
Tough times are an opportunity to show you care. Empathy is a pillar for differentiation.
Leverage the human skills of co-workers, brokers and agents (secure the feelings side of
humans).

Take Home
 There’s need to assess the level of threat the pandemic poses to
insurance companies, the measures insurers have to put in place to
protect their companies, and quantify the risk and the extent to which
profit and solvency are threatened by C-19.
 Assess your assets cover regulatory minimums, and establish whether
they are sufficient to enable you survive insolvency if C-19 persists beyond
12 months.
 Innovate policies that can protect people’s experiences more than their
material possessions.
 Maslow pyramid has been turned upside-down; putting health first.
 Consumers and businesses are looking for a new generation of products
and services that fit the new circumstances.

As leaders of insurance companies, you not only have the short-term
challenge to keep your business afloat. You also have to make sure the
company remains relevant in the new market conditions once the dust
settles. Reconsider not only processes, products and services, but also
operating models to seize the new emerging opportunities.

Thank You

