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01/07/2022
Ratings of JSC “IC “ARX” are updated 
July 1, 2022 the rating committee of RA “Standard-Rating” made decision to update the credit rating / the financial stability (reliability) rating of the insurer to Private Joint-Stock Company “INSURANCE COMPANY “ARX” (20474912) at the level uaAAA according to the national scale. The insurer with rating uaAAA is characterized by an exclusively high financial stability compared to other Ukrainian insurers. Updating the Insurer’s rating, the Agency was guided by the Company’s performance results for the first quarter of 2022 year. 
1. JSC “IC “ARX” for the first three months of 2022 year has collected UAH 614,483 mln of gross premiums that has been by 10,90% lower than premiums for the analyzed period of 2021 year. In particular, receipts from individuals have decreased by 13,53% down to UAH 355,826 mln, and from reinsurers, on the contrary, have grown in 2,15 times up to UAH 0,546 mln. Therefore, according to the results of the first quarter of 2022 year the share of individuals in the Insurer’s gross premiums has amounted to 57,91%, and the share of reinsurers – 0,09%, i.e. individuals prevail in the Company’s client portfolio. 
The Agency notes that a reduction of the Company’s gross business volumes is caused by Russian aggression, the introduction of martial law and a drop in the level of business activity in the country, and is a general trend in the insurance market of Ukraine.  
Table 1
Key indicators of income and expenses of JSC “IC “ARX” 

for the I quarter of 2022, th. UAH, p.p., % 
	#
	Indicators
	QІ of 2022 
	QІ of 2021
	Change
	Growth rate, %

	1
	Total gross premiums, including 
	614 483
	689 692
	-75 209
	-10,90%

	2
	from insurants-individuals 
	355 826
	411 491
	-55 665
	-13,53%

	3
	from reinsurers 
	546
	254
	292
	114,96%

	4
	Proportion of individuals in gross premiums 
	57,91%
	59,66%
	-1,75 p.p.
	-

	5
	Proportion of reinsurers in gross premiums 
	0,09%
	0,04%
	0,05 p.p.
	-

	6
	Insurance payments sent to reinsurers 
	23 197
	26 610
	-3 413
	-12,83%

	7
	Coefficient of the reinsurers’ participation in gross premiums  
	3,78%
	3,86%
	-0,08 p.p.
	-

	8
	Net premiums
	591 286
	663 082
	-71 796
	-10,83%

	9
	Premium earned 
	810 213
	626 306
	183 907
	29,36%

	10
	Financial result from operating activity
	189 798
	83 993
	105 805
	125,97%

	11
	Insurance indemnities and reimbursements
	271 156
	293 837
	-22 681
	-7,72%

	12
	Insurance indemnities/Gross premiums ratio 
	44,13%
	42,60%
	1,53 p.p.
	-

	13
	Net profit
	162 224
	70 378
	91 846
	130,50%

	14
	ROE
	12,32%
	6,85%
	5,47 p.p.
	-


2. Insurance premiums, sent to the reinsurers for the first quarter of 2022 compared to the same period of 2021, have decreased by 12,83% down to UAH 23,197 mln. Therefore, the coefficient of the reinsurance companies participation in insurance premiums of JSC “IC “ARX” has decreased by 0,08 p.p. down to 3,78%. 
Business activity indicators of JSC “IC “ARX” in the analyzed period have demonstrated a multidirectional dynamics: net premiums have reduced by 10,83% down to UAH 591,286 mln., and earned premiums have grown by 29,36% up to UAH 810,213 mln. 
3. The Company for the first three months of 2022 year has paid its clients UAH 271,156 mln, that is by 7,72% less than insurance indemnities and reimbursements for the same period of 2021 year. Taking into consideration the faster reduction rates of gross premiums over insurance reimbursements, the indemnities’ level has grown by 1,53 p.p. up to 44,13%. 
Income indicators of the Insurer in the analyzed period of 2022 year have demonstrated a considerable increase compared to the first quarter of 2021 year. Thus, profit from operating activity of JSC “IC “ARX” has grown in 2,26 times up to UAH 189,798 mln, and net profit – in 2,31 times up to UAH 162,224 mln. 
4. In the period from 01.01.2022 to 01.04.2022 the Insurer’s balance sheet indicators have demonstrated the following dynamics:
· Assets have decreased by 4,78% down to UAH 3,521 bn;

· Shareholders’ equity has grown by 14,05% up to UAH 1,317 bn;

· Liabilities have decreased by 13,33% down to UAH 2,204 bn;

· Cash and cash equivalents have reduced by 28,68% down to UAH 234,263 mln.

Therefore, as at the beginning of the second quarter of 2022 year the Company has had a good level of capitalization (59,74%), and 10,63% of its liabilities have been covered with cash and cash equivalents. At the same time, the Agency notes that as of 01.04.2022 the Insurer carried out financial investments of UAH 1,833 bn, which consisted of internal government loan bonds (84,72% of the investments portfolio) and deposits in banks with the investment credit rating (15,28% of the portfolio), that positively affected its provision with liquid assets. Thus, as of 01.04.2022 liquid assets covered 93,75% of liabilities of JSC “IC “ARX”. 
Table 2
Key balance sheet indicators of JSC “IC “ARX” 

for the I quarter of 2022, th. UAH, p.p., % 
	#
	Indicators
	01.04.2022
	01.01.2022
	Change
	Growth rate, %

	1
	Assets
	3 521 480
	3 698 433
	-176 953
	-4,78%

	2
	Shareholders’ equity
	1 316 996
	1 154 772
	162 224
	14,05%

	3
	Liabilities
	2 204 484
	2 543 661
	-339 177
	-13,33%

	4
	Shareholders’ equity/liabilities ratio
	59,74%
	45,40%
	14,34 p.p.
	-

	5
	Cash and cash equivalents
	234 263
	328 445
	-94 182
	-28,68%

	6
	Proportion of cash in assets of the insurer 
	6,65%
	8,88%
	-2,23 p.p.
	-

	7
	Cash/Liabilities ratio 
	10,63%
	12,91%
	-2,28 p.p.
	-


According to the information, provided by JSC “IC “ARX” to the Agency, as of 01.04.2022 the Insurer complied with the criteria of liquidity, profitability and quality of the insurer's assets, solvency and capital adequacy ratio, operation risk ratio and asset quality ratio. 
The Agency draws attention that JSC “IC “ARX” has an unprecedentedly high level of external support from its key shareholder with headquarters in Toronto (Canada) – Fairfax Financial Holdings Limited – a holding company, which through its subsidiaries is mainly engaged in accident insurance, property insurance and investment management. As at the beginning of the second quarter of 2022 year, the consolidated assets of the holding amounted to USD 88,587 billion, the consolidated gross business (premiums) of Fairfax for the first three months of 2022 year amounted to USD 6,663 billion, and pre-tax profit – USD 249 million. 
Therefore, having analyzed the activity of JSC “IC “ARX” for the first quarter of 2022 year, RA “Standard-Rating” notes the following factors of the Insurer’s financial stability rating update:
· Considerable increase of profitable indicators;

· Good level of capitalization;
· High level of indemnities;

· High level of covering liabilities with liquid assets;

· Very high level of external support.
The Agency draws attention to the fact that the given report takes into account the assessment of the probability of the Bank fulfilling its obligations under normal circumstances. Force majeure circumstances and other exceptional circumstances that cannot be predicted, or which are related to the effect of martial law in Ukraine, cannot be taken into account in the assessment. 
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