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Information used herein was obtained from sources believed to be accurate and reliable. However, Credit Rating
Company does not guarantee the accuracy, adequacy or completeness of any information and is not responsible
from any errors or omissions or for the results obtained from the use of such information. The rating is an
opinion on credit quality only and is not a recommendation 1o buy or sell any securities or to finance in a projeci.
All rights of this report are observed by Credit Rating Company. The contenls may be used by the news media
and researchers with due acknowledgement.

Mohammad Jahangir Alam
Chief Executive Officer (CEQ)
National Credit Ratings Ltd.
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EXECUTIVE SUMMARY
15T SURVEILLANCE ENTITY RATINGS OF
TAKAFUL ISLAMI INSURANCE PLC

Declaration Date i 09.01.2025 E 19.02.2024
_____________________ B o i e S 0 W e T e N W R
Long Term Entity Rating ! AAA (Triple A) i AA+ (Double A Plus)
————————————————————— +—---——————————-————-—-—+———--——————-—————-—-
Short Term Entity Rating | ST-1 : ST-2
_____________________ s L S
Outlook I Stable i Stable
_____________________ e e i s e S o o
Expiry Date - 08.01.2026 - 18.02.2025
| [
Performance Highlights:
(TK in Million)
e i
Total Assets ]288 1 24298 | *  Diversified products and services
| Total Investment 180 99 163 ‘4____1; - ------ Huge district coverage & number of ‘agents
Paid Up Capltal R |« Experience promoters & management
Total Equity Capltal | ‘ | committee
Gross Promium Writien | 74637 | 62623 i Sound business performance
, Net Premium Earned SRR, M o Pl i R Sound claim settlement
Underwriting Income | ‘Satisfactory premium solvency ratio,
Profit After Tax | 6272 | 6335 financial base & liquid assets to NPR
Outstandmg claim ot e ] Satlsfactory IT mfrastructure
- Premium Solvency Ratlo (%) 1637722514 r-"_-‘meegular payment of cash dividend (10% in
: Loss Ratio (%) § 409 | 136 | 2023)
' Current Ratio (X) }068 1 o3t |} Challenges
ROE (%) 1398 15 03 F »  Developing innovative ideas and new
ROA (%) | 896 | 979 | | products

| W;W-Ralsmg public faith & awareness |
= Increasing market share in a very competltwe 5
market structure ‘
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i
Declaration Date : 09.01.2025

Short Term Entity Rating ST-1
_________________________ e ———————————— e .
Outlook ; Stable
_________________________ _i___________.._____________.
Expiry Date : 08.01.2026

RATING BASIS

Ratings are based on Audited Financial Statements up to December 31, 2023 along with the other relevant
Quantitative as well as Qualitative information provided by the Client & Bank up to the Date of Rating
Declaration. NCR has followed Non-life Insurance Rating Methodology of NCR published in our
website.

RATING DEFINITION

AAA (Triple A) entity rating defines strongest credit quality.
ST-1 defines strongest ability to meet short term financial commitments.

DEFINITION OF OUTLOOK
Stable indicates that rating may remain unchanged as existing fundamentals may remain unchanged in
near future.

K ra—

Mohammad Jahangir Alam
Chief Executive Officer (CEOA
»Jational Credit Ratings Lt
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RATING RATIONALE

NCR has upgraded the previous ratings of Takaful Islami Insurance PLC by single notch & assigned
the Rating Grade (AAA, ST-1) which defines Strongest Credit Quality & Ability to Meet Short Term
Financial Commitments.

The Company’s excellent business performance as well as its market prospect were considered
thoroughly by the rating committee members while assigning the highest rating grade. Satisfactory
business profile with diversified products and services, experienced promoters & management committee
along with the transparency of news disclosures were also considered positively.

The concerns claim settlement as well as financial base, satisfactory premium solvency ratio, regular
payment of cash dividend (10% in 2023) were also considered by the rating committee members while
upgrading the above rating. Moreover, reinsurance arrangement with renowned reinsurers, total sum
insured and best possible reserve for exceptional losses have also been considered & that are well aligned
with the highest rating grade.

Further, satisfactory gross premium written, net premium earned, & NPR also considered by the rating
committee members. Moreover, regular payment of claims reflects through decrease of outstanding claim
are considered affirmatively. However, the ratings have been constrained, to some extent, by declined
investment yield, inadequate current ratio representing lower amount of insurance related assets compared
to insurance related liability.

The government of Bangladesh is also patronizing this industry by providing policy support. However,
TIIPLC’s ability to maintain its smooth presence in the insurance sector is important. In this regard,
successful execution of Concerns’ envisaged business strategy including diversification and growth while
managing risk would be key challenges. At the same time, upholding high governance standard will be
critical.

RATING OUTLOOK
The stable outlook reflects the company’s unwavering performance on its fundamentals and NCR expects
that the company will be able to maintain its good fundamentals on an ongoing basis in the future.

(o)

_TAKAFUL ISLAMI INSURANCE PLC
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2.0 BUSINESS OVERVIEW

2.1 Takaful Islami Insurance PLC (hereinafter referred as ‘TIIPLC’ or ‘“The Company’) is a Non-Life
Islami Insurance Company offering all kinds of general insurance products & services i.e. fire, motor,
marine, engineering & miscellaneous areas, was incorporated on December 21, 1999 as a Public Limited
Company under the Companies Act 1994 and Insurance Act 1938. The company is listed with Dhaka
Stock Exchange PLC and Chittagong Stock Exchange PLC in 2008.

2.2 The shares of the Company are traded under “A” category in both the bourses. The face value of
each share is TK 10.00. The Board of Directors has recommended 10% cash dividend for the year ended
on December 31, 2023. The 24™ Annual General Meeting held on 10" August, 2024. The EPS of the
Company has been reported to TK 1.47 in 2023 against TK 1.49 in 2022. The following graph reveals the
trading history of ‘TIIPLC’s stock closing price over the period of last twelve months at DSE:

Closing Price Graph of TAKAFULINS

2024/07/07: Price: 37.8

— el
SERETRSt: GRS, |

Feb24 Mar24 Apr24 May24 Jun24 Jul24 Aug24 Sep24 Oct24 Nov24 Dec24 Jan25

28

2.3 The Registered Office of TIIPLC is located at Monir Tower (7th, 8th & 9th Floor), 167/1, DIT
Extension Road, Motijheel (Fakirapool), Dhaka.

2.4 PRODUCT AND SERVICE:

Non-life Insurance Schemes

Fire Marine
= Standard fire policy =  Marine cargo insurance
Fire package = Marine hull insurance
Industrial all risks
Engineering Motor

Contractor all risks insurance (CAR)
Erection all risks insurance (EAR)
Machinery breakdown insurance (MBD)
Deterioration of stock insurance (DOS)
Boiler & pressure vessel insurance (BPV)
Contractor’s plant & machinery insurance
(CPM)

= Comprehensive insurance
= Act liability insurance

TAKAFUL ISLAMI INSURANCE PLC
JANUARY 2025
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r ____________________________________________________ Miscellaneous
§ *  Burglary insurance (BUG) = Cash-on-counter insurance (COC)
= Cash-in-safe insurance (CIS) =  Personal accident insurance (PA)
*  Cash-in-transit insurance (CIT) = Peoples personal accident insurance (PPA)
_*_ Workmen's compensation insurance (WF)

2.5 The company is providing services through 53 branches (including permission for two new branch)
all over the country. The details of the Branches are provided below:

SiNo. | NameofBramch " "1SLNe.} Name of Branch

| 1| Agrabad Branch '" 28 | Kushtia Branch

E_____?__ _i B. Baria T A S 29" TLocaI Offee
3 TB.B. Avnue Branch g I ~"30" "1 Malibagh Branch |
I L R T T

i____ _5_____:__Bflfi_d_h_a_r§_l?»_rfn_15l_1 _____________________ ' 32 I Mohakhali Branch -: _____ -:
N G SRR L . . !
! i Bogura Branch 1 34 Mymensingh Branch

"% | ChowmuhaniBranch 1735 T Narayanganj Branch |
{""79 T Chuadanga Branch il 1736 T Narsingdi Branch |
I L Y N
N AT L
| 12 | Dhanmondi Branch 39 | Paltan Branch i
""""137 | Dilkusha Corp. Branch “T7717730 | Principal Branch i o T
""714 | Dinajpur Branch 41 | Rajshahi Branch == o k
TS B B R 87| 2| RAJUK Avene -
e i Re B || Ramgu b .
| 17 | Feni Branch i _:LRangpur Branch
LT N S
! 19 | Gulshan Branch | 46 Satkhira Branch |
U W T N
T T —— A T ——
e RN L LEe -

E. .23 | Jubilee Road Branch | 50 Tangail Branch

""734 | Kawran Bazar Branch 177511 Toyenbee Circular Road Br.

I""725" 1 Khatunganj Branch 1777527 T Uttara Branch e 1
("3~ Khulna Branch 153" TViP Road Bramch }
o e el

3.0 INDUSTRY OVERVIEW

3.1 After the liberation of Bangladesh, in 1972, all the 49 insurance companies operating in Bangladesh
were nationalized under five public sector corporations which were subsequently restructured into two
corporations: the Sadharan Bima Corporation (SBC) for general insurance, and Jiban Bima Corporation
(JBC) for life Insurance in 1973 under the Insurance Corporations Act, 1973. The private sector was
allowed to operate in all areas of insurance for the first time in 1984. Currently, a total of 82 insurance
companies are operating in the industry.

Q
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Brief overview of insurance industry of Bangladesh is presented in the table below:

Particulars | Details i
Insurance Penetration Rate (2023) 039% !
Global Insurance Penetration Rate (2023) 700% |
Insurance Density (2023) fuspizeo i
Global Insurance Density (2023) fuspsgoo i
Gross Premium (GP) (Life) (2023) | BDT 122.80 billon | |
Gross Premium (GP) (Non-Life) (2023) | BDT 52.04 billion |
' Market Share of Life Insurance based on GP (2023) | 70.23%
' Market Share of Non-Life Insurance based on GP "' """""""""""""""""""""""""""
129.77% |
Ko T S e TSR :
T B L et L R —— |
Claim Settlement Ratio (Life) (2023) | 72.25%
' Claim Settlement Ratio (Non-Life) 2023) R .
Human Resources j4ig81
Top 05 Life Insurance Companies | Met Life, National Life, Delta Life, IBC, Popular Life |
' Top 05 Non-Life Insurance Companies ! _s'é'c"GFE&{ Delta, Reliance, Pioneer, Pragati

Source: Insurance Development and Regulatory Authority (IDRA); Sw:ss Re Institute (Sigma Report); Financial Stability Report 2023, Bangladesh
Bank; The Daily Star (01.03.2024)

3.2 Though the history of insurance industry is long, there were merely any regulations prior to 2010. In
2010, a law was formulated and afterwards, Insurance Development and Regulatory Authority (IDRA)
was established in 2011 to supervise the insurance businesses and safeguarding the interest of policy
holder. However, even after ten years of establishment, IDRA is yet to be fully functional. Lengthy time
required to settle claims, lack of confidence of general people, regulatory supervision, transparency,
product diversification, use of appropriate technology, experts and academics along with inadequate
policy support from the government are the major causes behind the very low insurance penetration rate
in Bangladesh. Insurance penetration rate of Bangladesh was 0.39% in 2023 against 0.41% in both 2022
and 2021. Trend of historical insurance penetration rates is depicted below:

Insurance Penetration (%)

| 0.70 0.60
| i N-“ 0.55 0.53
- 0.50 \0-42 0.41 0.41 0.39

| 0.40
| 0.30
| 0.20
0.10
0.00

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Insurance Development and Regulatory Authority (IDRA), Swiss Re Institute (Sigma Report)

3.3 Insurance penetration rate in Bangladesh has been experiencing a declining trend over the last ten
years. According to the Sigma Report of Swiss Re Institute, global insurance penetration rate was 7.00
percent in 2023 while our insurance penetration rate was far below 1 percent. Insurance density is also
very poor in our country at USD 12.00 against world average of USD 889.00.

TAKAFUL ISLAMI INSURANCE PLC L Page 50f 16
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Gross Premium

200
L~ 150 -
| =
| &
| 2% 24.46 26.43 27.73
=
3 a i I I l

0
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
# Gross Premium (Life) © Gross Premium (Non-Life)

Source: Insurance Development and Regulatory Authority (IDRA)

3.4 Collection of gross premium has an increasing trend over the years. Gross premium collection fell in
2020 due to the Covid-19 pandemic but started increasing the following year. Gross premium collection
of non-life insurers experienced a greater growth compared to life insurers. Insurance companies are
broadly categorized as life insurers and non-life insurers. Life insurance companies occupy the lion’s
share of the market. However, from the following graph we can see that market share of non-life
insurance companies has grown in 2022 compared to 2010.

Market Share - 2010 Market Share - 2023

= Life Insurers = Non-Life Insurers

» Life Insurers » Non-Life Insurers

Source: Insurance Development and Regulatory Autherity (IDRA)

NON-LIFE INSURANCE SECTOR AT A GLANCE

3.5 Non-life insurers occupy lesser market share of Bangladesh insurance industry compared to the life
insurers. Currently the sector represents nearly one-third of the industry. However, the sector is growing
and grabbing more market share. As a result, market share of non-life insurers in terms of gross premium
collection jumped to 29.77 percent in 2023 from 22.12 percent in 2010. In last ten years, gross premium
collection of the sector experienced a CAGR of 7.84 percent and reached to all-time high in 2023. Higher
growth of gross premium collection can be attributed to the growth of market shares. Low claim
settlement ratio can also be linked to the declining market share. In the last ten years, the claim settlement
ratio was only around 40 percent on an average. Brief overview of life insurance sector is depicted below:

TAKAFUL ISLAMI INSURANCE PLC | __Page6ofi16___
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Gross Premium (Non-Life)

33.88% 40%
30%
% 20%
10%
0%
-10%
-20%
-30%

14.01%
6.67%  807% 490,  752%

E 20
f 10
0

2015 2016 2017 2018 2019 2020 2021 2022 2023

g & 2 g

BDT in Billion

Source: Insurance Development and Regulatory Authority (IDRA)

Segment-wise Market Share - 2010 Segment-wise Market Share - 2020
e = Fire
St = Motor

= Miscellaneou
5

= Miscellaneous

Claim Settlement Marke Share of Top 05 Cos. - 2023

50% Pragati

38.08% 39.31% BE% 5.60%
40% 35.00% .
; Pioneer
| 6.52%
30% 7
Reliance _ ‘
20% 7.63%
10% 16.66% Green Delm '
9.12%

1‘ 2019 2020 2021 2022 2023

| — —

Source: Insurance Development and Regulatory Authority (IDRA)

3.6 After the commencement of privatization of insurance industry, many companies came into play but
the insurance penetration rate is on a declining trend. Bangladesh is the 35" largest economy in the world
but it stood 60™ in world ranking in terms of the total insurance premium volume. Most of the companies
couldn’t achieve the trust of the clients. Some experts believe that the number of insurance companies for
a market like Bangladesh is too may. Unethical practices have been fueled by the cut-throat competition
among the companies. However, economy of the country as well as per capita income has been growing.
So, there is immense scope for the companies to grab the market with the help of pragmatic policy
support from the government and timely and proper implementation of the policy.
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