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The Change1
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▪ Why the change from a Tariff market to a Liberalised 

market?

▪ What changes have we seen so far and what changes we 

expect in the immediate, middle and long term.

What has been the impact of the changes on the ;-

▪ Buyer

▪ Seller 

▪ Market / Industry

The Impact2

The Response3

▪ How are Insurer’s & Takaful Operator’s responding to the 

changes?



A. Why Liberalise?
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a. To provide better pricing & product offerings to the 

customers.

b. Under the Tariff regime, there is only a single product and 

a single pricing.

1
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▪ A natural progression for a Market that is developing.

▪ Newer markets in South East Asia are emerging, i.e. 

Vietnam, Cambodia and Myanmar. The Malaysian 

market must be a step ahead as we have existed longer 

than them.

2

▪ To develop expertise in the market.3



B. Aspirations from the Regulator

Private & Confidential to STMAB 6
Presentation to MARIM

12 November 2019

Source : 

http://www.bnm.gov.my/in

dex.php?ch=en_announc

ement&pg=en_announce

ment&ac=529&lang=en
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Source :

http://www.b

nm.gov.my/i

ndex.php?ch

=en_announ

cement&pg=

en_announc

ement&ac=5

29&lang=en



Where are We Now?
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A Tariff Environment 

A Transitionary 

Environment

A Fully Liberalised

Market

1977-2016 2016 onwards 2025??

▪ We are currently in a 

Transitionary environment. 

▪ We are not sure when we 

would become a fully 

liberalised market.



BNM’s expectation of the Market
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The transition to market-based pricing is gradual, and is

supported by prudent risk management and practices.
1
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Overall stability in the general insurance and takaful

market is preserved.
4

Consumers’ interests remain protected through

enhanced transparency and improved sales and

marketing practices.

3

Access to basic protection or compulsory lines remain

affordable, and any adjustment to the prices of such

products, is implemented gradually.

2



C. Shape & Form … to … Timelines
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This is an extract from the BNM document and for reference.

Source : Phased Liberalisation of Motor and Fire Tariffs (BNM/RH/PD 029-8)      

Issued : 30 June 2016
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Source : Phased Liberalisation of Motor and Fire Tariffs (BNM/RH/PD 029-8)      

Issued : 30 June 2016
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Source : Phased Liberalisation of Motor and Fire Tariffs (BNM/RH/PD 029-8)      

Issued : 30 June 2016



C. Shape & Form … to … Timelines

Private & Confidential to STMAB 13
Presentation to MARIM

12 November 2019

P
h
a
s
e
 1

 –
P

ri
o
r 

J
u
n
e
 2

0
1
6 • Tariff Products 

to continue

• Gradual 
adjustments 
to identified 
risk groups

P
h

a
s
e

 2
 –

J
u

n
e
 2

0
1

6 • Insurers/TOs 
must continue 
to offer Tariff 
products

• New products 
can be offered 
at market 
prices

• New Products 
require BNM 
approval,

P
h

a
s
e
 3

 :
 J

u
ly

 2
0
1
7
 o

n
w

a
rd

s • Third Party Motor 
to remain as a 
Tariff Product

• Pricing for 
Comprehensive 
and TPFT  is 
liberalized. 
Deviation is 

capped at 10%

• Fire is liberalized 
and pricing 
deviation capped 

at 30%.

1 32



C. Shape & Form … to … Timelines
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1 All Insurers/TOs must maintain their Tariff product as an

offering to customers.

2
Deviation in pricing is only for a New Product. A New

Product is one which has additional features and wider

coverage than a Tariff Product.

3
Deviation in pricing is capped at;-

+/- 10% for Motor

+/- 30% for Fire



Online Survey Results in 2017
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1. In the early stage of liberalisation (July 2017), there was survey conducted by the 

popular motor news portal paultan.org. 

2. As many know & are aware, paultan.org. covers the Malaysian automotive scene 

and offers reviews, previews, test drives and covers various other topics that are 

automotive-related.



Survey Results in 2017
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1. Findings revealed that ;-

▪ only 42% of respondents are aware that motor insurance is currently a 

tariffed product in Malaysia, 

▪ 83% (of the 42%) think motor insurance liberalisation will have an impact on 

their next motor insurance renewal.

Here are some highlights of the survey. 



Demographics of Respondents
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63% are in the 31 - 50 age band. 

85% are in the 21 - 50 age band.



How will Liberalisation affect Decision Making?
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Source: http://www.fomca.org.my/v1/index.php/component/content/article/2-

uncategorised/235-motor-insurance-liberalisation-how-will-it-affect-you



Why & How will it Change Decision Making?
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Why & How will it Change Decision Making?
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1. Clearly, while price is a determining factor for consumers, it is equally clear 

that research will be a key activity before a buy decision. 

2. One insurance provider may be more affordable, but others may offer better 

product coverage – the choice is ultimately the buyer’s. 

3. For 69% it is rewards for good driving. Apart from the simple No-Claims 

Discount (NCD) system, Insurers may offer more rewards for those with 

better driving records than others.

4. For 39%, they will choose the Insurer with the best reputation. 

5. For 16%, the choice would  be the most tech savvy Insurer.



Top factors for choosing insurance provider
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Pricing and Service seems to be the most important considerations.



Purchase of Insurance
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Agency remains a very strong distribution channel. On line 

purchases are about 1 in every 4 purchases (24%)



Summary
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1. There will be shopping around for different pricing, products, offers and 

customisability, before buyers choose their preferred Insurer.

2. Buyers will benefit the most from an open and highly competitive 
marketplace.

3. Motor insurance prices are no longer be fixed – other than the sum insured, 

engine capacity and the age of vehicle.  Premiums based on “risk” factors.

4. Buyers  have more direct control over motor insurance premiums – lower 

risk profile = pay less or lower premiums.

5. Buyers can purchase insurance policies that suit their lifestyle and risk 

exposures better.

6. Insurers to offer more innovative products, smoother and more efficient 

services and fairer, more competitive pricing.



Fairer Pricing
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What does Fairer Pricing mean?

A. Does it mean pricing has not been fair to consumers so far?

B. Motor requires cross subsidy between the profitable and loss making 

segments. This is the reality.

C. The lower economic group (i.e. B40) must also have access to insurance 

protection.

D. Fire margins have been higher due to the Tariff pricing being unchanged since 

2000.

E. Insurers may have to adjust pricing but they must be profitable across all Tariff 

and Non Tariff classes.
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02. Key Observations…

▪ The Customer’s or 

Buyer’s Experience

▪ The Insurer’s or 

Takaful Operator’s 

Perspective

▪ Market Reality
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A. The Customer’s or Buyer’s Experience
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There are more choices available

▪ Most Insurers and TOs have implemented new 

products.

▪ A quick check on the website of the Top 10 

Insurers/TOs in the market reveal that they have 

numerous new product offerings.

▪ New offerings are mainly on Motor products.

1
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Some examples of additional cover provide are;-

▪ Roadside Assistance

▪ Complimentary Personal Accident

▪ Additional Perils



A. The Customer’s or Buyer’s Experience
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Pricing has become “fairer”

▪ More risk factors are taken into account in the 

premium computation.

▪ There is some reward for good driving behavior 

apart from the No Claims Discounts (NCD)

2

Risk 

Factors

Tariff Phased

Liberalisation

Model, Age &

Vehicle Cubic 

Capacity

Vehicle Type – all details 

included in the NVIC of 

the vehicle including 

safety features

Sum Insured Driving behaviour

Claims Experience



A. The Customer’s or Buyer’s Experience
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Product Offerings based on Lifestyle & Affordability

▪ Customisation of the product for different segment of 

the market. As an example Standard v Enhanced

▪ Option for Additional Perils & Benefits (at lower 

prices)

3
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Improvement in claims experience

▪ Faster claims TAT (Turn Around Time)

▪ Special consideration e.g. FAST Track Claims 

settlement for smaller claims (Claims below RM5,000).

4



A. The Customer’s or Buyer’s Experience
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1. Benefit of Cash Back if there is No Claims Made under the Policy for the 

year. Applies to only TOs.

2. Promotion on claims reputation of the Insurer/TO.

3. Cross selling of the DPA to have wider Roadside Assistance.



Public Awareness
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Awareness is still lacking

▪ Customers awareness of Liberalisation is still lacking

▪ Knowledge of Motor Insurance/Takaful is much higher 

than the other products – Motor is simpler & 

protection is mandatory for all vehicle owners.

▪ Only 2 of the Top 5 insurers have easy access in their 

websites for information on Liberalisation.

5
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B. The Insurer’s /TO’s Perspective
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Competition Driving Pricing Down 

A. Motor

▪ Customer expectation on Pricing

▪ Aggressive strategy by some Insurers to grow market 

share

B. Fire

▪ Fire highly profitable class so margins can be 

reduced to secure business

▪ A mix of Defensive & aggressive strategy by Insurers 

The external factors compounding the impact, i.e.;-

a) Sluggish economy & the lack of growth of new 

business

b) Reduced vehicle sales

1
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B. The Insurer’s /TO’s Perspective
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Change in the Distribution Mix – mainly the growth of 

the Online segment

▪ Bigger impact on the Motor segment

▪ Many insurers/TOs are putting in a lot of effort on the 

Online distribution channel  - almost all Insurers/TOs 

have an easy process to obtain a Motor Quotation.

▪ Online is an attractive option to the customer as there 

is a 10% automatic rebate immediately available

▪ Insurers working with their Bank Partners to offer EZ 

payments

▪ Use of Social Media as a marketing tool

▪ Some Insurers are strengthening their relationships 

with Agents and empowering their Agents to use the 

digital platform to reach out to customers

2
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B. The Insurer’s /TO’s Perspective
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Some Insurers are offering benefits for online renewals to prevent their 

customers from using the online channel to renew with a competitor.
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B. The Insurer’s /TO’s Perspective
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Cross – selling Opportunities

▪ Mainly for the Motor customers. As an example 

Driver’s Personal Accident (PA) in the earlier slide.

▪ Houseowner/Householder Insurance for those who 

already have a Motor policy with the Insurer/TO or via 

the Banca channel for customers with a Houseowner 

cover.

3
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B. The Insurer’s /TO’s Perspective
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Wider Use of Technology & Analytics

▪ User Based Insurance (UBI) & Telematics

▪ AXA has launched SmartDrive Enhanced 

Private Car
▪ Data Mining – The customer base for Motor 

especially is very wide, running in the order in excess 

of 500,000 to close to RM1.5 million.

▪ Market segmentation

▪ Use of analytics to work out the Premiums 

▪ Larger resources to the Analytics teams who would 

include qualified actuaries

3
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B. The Insurer’s /TO’s Perspective
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Disruptors & Aggregators

▪ Insurance and takaful aggregation business will be 

regulated by Bank Negara Malaysia as a new 

category of registered business under the Financial 

Services Act 2013 (FSA).

▪ insurance and takaful aggregators will be required to 

registered under the Financial Services Act to carry 

on their business. Currently, Jinerxu (RinggitPlus) 

and GoBear are listed under insurance aggregation 

category in BNM’s sandbox.

5
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Example of an Aggregator
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Example of an Aggregator
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GoBear Bares All: Should You Get

Cheap Car Insurance?
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C. Market Reality
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1157

1331

2238

1213

3,506

8,473

Gross Written Premiums 2018 (in millions)

MHI MAT Miscellaneous PA Fire Motor

General Insurance

▪ Motor makes up 47.29% of 

the Total  Portfolio and Fire 

19.57%.

▪ Tariff classes make up 67% 

of the Total.

Source : ISM Statistical Year Book 2018



Takaful Market Premium
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49

1,737

152

251

561

Gross Written Premiums 2018 (in millions)

MHI MAT Miscellaneous PA Fire Motor

General Takaful Insurance

▪ Motor makes up 62.28% of 

the Total  Portfolio and Fire 

20.12%.

▪ Tariff classes make up 

82.4% of the Total.

Source : ISM Statistical Year Book 2018



Motor Performance
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Motor Takaful Performance
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Fire Performance
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Fire Takaful Performance
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C. Market Reality
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▪ Motor & Fire are the largest 2 segments of the General 

Insurance/Takaful market.

▪ Liberalisation would have an impact on at least 2/3rd of 

the market and 4/5th of the Takaful market.

1
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▪ The Loss Ratio for Motor is much higher than for Fire. 

This can be taken to mean that the Fire tariff pricing is 

much higher than actual risk pricing and for Motor, the 

Tariff pricing could be lower.

▪ On average, Fire Loss ratio is about 28% whereas for 

Motor it is 70%.

▪ Commission Ratio for Fire is 6.22% whereas for Motor it 

is 9.73%.

▪ Management expenses are 23% on average.

2



Impact on Average Premiums
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Impact on Average Premiums
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Detariff Pricing

A similar pattern is 

observed also for 

Motorcycle.
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Impact on Average Premiums
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The reduction in premiums are significant after 2018. the Non Tariff 

product average premiums are comparatively lower.
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03. What’s Ahead?

▪ Business Climate

▪ The New Roadmap?

▪ Regulation changes
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Business Climate
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▪ Fire business has been growing but growth is tapering. The drop 

in 2018 from 2017 is from the reduction in rates from Phased 

Liberalisation.

1
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2014 2,955 -

2015 3,119 5.5%

2016 3,274 5.0%

2017 3,411 4.2%

2018 3,506 2.8%



Business Climate
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▪ Fire Takaful business has been growing and growth rates were on 

the increase from 2014-2017. The drop in 2018 from 2017 is due 

to the reduction in rates from Phased Liberalisation. TOs were 

slower to implement a detariff pricing and 2018 is the full blown 

impact.

2
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2014 431 -

2015 466 8.1%
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2017 551 9.1%
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Motor General 2014-2018
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▪ Motor business has been growing but at a flattish rate. Vehicle 

sales (during the Tax Holiday in 2018) has offset the drop in 

premium rates in 2017 and 2018 from Phased Liberalisation.

3
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Motor General

Year
GWP 

(in millions)
Growth

2014 7,933 -

2015 8,098 2.1%

2016 8,165 0.8%

2017 8,322 1.9%

2018 8,473 1.8%



Motor General 2014-2018
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▪ Motor Takaful business growth was slowing down but increased in 

2018 by 14.6%. The growth of the business comes against the 

backdrop of dropping premium rates. 

▪ The increase can be attributed to the higher vehicle sales as well 

as conversion from the conventional (general) insurance.

3
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Market Climate

Private & Confidential to STMAB 56

▪ Slowing growth in the Motor space.

▪ Slowing MAA new vehicle sales.

▪ Premiums are rather flattish but appears that 

Insurers/TOs may have a price correction.

1
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▪ Slowing growth in the Fire space.

▪ Sluggish market growth – not much new business.

▪ Steep drop in the Detariff pricing.

2

▪ Customers are price sensitive. For most motor 

purchasers, having a road tax maybe more important 

that the protection that the motor product provides.

▪ Fire customers (mainly Corporate entities) want the 

same cover but at cheaper pricing – which the market 

may give due to the good prevailing margins.

3

▪ Uncertainty in the global economic & insurance 

/reinsurance markets.
4



The New Roadmap
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▪ BNM have already delayed implementing the next 

stage of detariffication / phased liberalisation.

▪ The market & economy is not doing well and it is not an 

ideal time to implement major changes.

1
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▪ The latest changes would be announced by BNM in 

mid 2020.
2



Regulation Changes
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▪ The progress and impact of the phased liberalisation 

will be evaluated to determine the readiness of 

consumers and the industry for further liberalisation

1
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▪ We have no clue as to what changes could be in 

store. However, BNM will have extensive consultation 

with the industry on the matter.

2
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04. Conclusion
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Concluding Remarks
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▪ The need to liberalise is already overdue. The developed 

markets have been liberalized for long already. 

▪ Singapore is a liberalized market already and liberalisation 

was implemented in the 1990s. 

▪ BNM’s decision to liberalise is a right one. 

1
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▪ Liberalisation should bring it’s benefits of innovation and 

better choice of products to the customers. Are we seeing 

that or it’s just the same cover for reduced pricing?

3

▪ Increased skills and expertise in the area of analytics, 

General Linear modelling, data mining, collection of personal 

data, customer behaviour & buying patterns. 

▪ Setting up of product development teams.

▪ Use of Actuaries in Pricing.

2



Concluding Remarks
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▪ Increase in the public’s awareness. Education on 

financial products is happening but perhaps not enough.
4
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▪ The distribution mix is changing.

▪ Market segmentation is becoming part of an Insurer’s 

strategy to grow business and sustain profitability.

6

▪ Different Insurers/TOs adopt different strategies.

▪ Some Insurers are moving away from pricing alone to 

service – i.e. ease of transacting business and claims 

handling.

5
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0.5 Q & A
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Questions & 

Answers


