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How to encourage insurance against disaster risks  
 
Where earthquake, flood, landslide and fire are concerned, most Italians simply keep their fingers crossed, hoping
that they will not be affected and that fate will spare their homes. Estimates from ANIA (the insurers' association)
suggest that just 45 per cent of Italian homes are insured against fire and only 2 per cent against earthquake, in a
country that is Western Europe's most seismically active. Compared with people in Germany, France, Britain and other
EU partners, Italians are reluctant to pay for insurance that is not required by law, Romina Ronchi, head of ANIA's
property and protection service, told a conference in Novara on 8 May. While insurance against damage caused by
severe weather like very heavy rain, strong winds and hail is widely available and widely taken up both by households
and businesses, insurance against catastrophic risks offers a different picture. Policies offering protection against
earthquake and flood damage are widely available and frequently taken up by businesses but are not widely offered
by insurers and are rarely taken up by households. As in many things, geography divides the Bel Paese, insurance
awareness being concentrated in northern and central regions, with the purchase of insurance in southern regions
rare. But overall, the insurance culture is slender. “There is widespread belief that the state will compensate for
damage, and there is low perception of risk,” said Ms Ronchi. Italian insurers face difficulties in this sector, she noted,
low demand preventing the critical mass needed for efficient risk-sharing from being reached. Moreover two other
factors are in play: the requirement for a high level of capital for developing business in this field and the need for
reliable models for estimating catastrophic damage. Neither encouragement through tax incentives, nor a declaration
by the government that the state will not pay the bill when disaster strikes, nor the linking of disaster insurance to
other policies seem sufficient to launch voluntary and semi-obligatory systems, and Ms Ronchi suggested that the way
forward must be through obligatory insurance. “This guarantees accessible premium costs for all thanks to total
mutuality between different catastrophic risks and between different regions,” she  said.    

A manifesto for the digital bank  
 
The ABI Lab research and innovation centre of ABI (the banking association) continues to investigate how Italian banks
can best adapt their strategies and investment programmes to technological developments and the increasing digital
role. On 29 April it published a seven-point manifesto that banks should follow when accelerating their digital
transformations. Measures to safeguard customers is one of the points, another is to inject the digital into banks' DNA
“without forgetting that each innovation must generate value for the customer”. New forms of cooperation and the
building of networks are in a manifesto that ends: “Cooperate, change skills, boost digital attitudes, and don't stand
still”.           

Information overload 
 
In 1995 there were 6 million records in the data warehouse of the Centrale dei Rischi, the centralised organisation
managed by the Bank of Italy for lending risk analysis that brings together data on loans given to customers by banks
in Italy. Now the number stands at 3.5 billion, a figure that reaches 30 billion if account is taken of all the calculations
based on data held by the organisation, Luigi Federico Signorini, the Bank of Italy's deputy director-general told a
conference in Rome on 8 May. The central bank itself is a large-scale and increasing receiver and generator of
information. From generating 400,000 items of communication and receiving 600,000 in 2010, the central bank
generated 700,000 and received 830,000 last year, paper's share falling from 93 to 46 per cent. The numbers, in terms
of content of the Bank of Italy's website and visitors to it, show steep growth and referring to this context, Mr
Signorini warned of various risks, particularly the loss of data, information and memory. While acknowledging that
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greater attention is paid nowadays to digital information storage, Mr Signorini is concerned about the impact of rapid
change. He pointed to how each time a new storage support appeared the probability of loss increased. Until 1973
banks' reports to the supervisory division were on paper but then large banks were asked to submit information on
magnetic tape. “Part of that information concerning the years 1973 to 1976 no longer exists,” Mr Signorini noted.  And
looking to the future, the paper fall-back option is rapidly vanishing.            

Help towards recovery
 
Italian banks continue to play their part in helping Italy's economic recovery. Figures published by the banking
association ABI on 6 May show that at the end of March, exactly two years on from the agreement between the
banking association and associations representing SMEs, banks had agreed to just over 16,200 requests for suspension
of capital repayment instalments on loans and mortgages. The total residual debt involved is €4.7 billion and the
suspensions have allowed firms involved extra liquidity of €603 million. Banks have also agreed requests for extension
of repayment plans for 5,300 customers. Almost two-thirds of the firms concerned are located  in the north of Italy,
just over 21 per cent are in the tertiary sector, almost 17 per cent in construction and public works, and almost 14 per
cent in manufacturing. 

More on Brexit

Providing an update on Brexit developments, FeBAF hosted Jeremy Browne, special representative for the City of
London and a former foreign office minister, at its offices in Rome on 17 May. The presence of "hard-liners" threatens
to be an obstacle to the "smooth transition" that the City wants in the UK's exit from the EU. Maintaining the City's
importance as a "global, dynamic and outward looking" financial centre in the face of other efforts to attract business
from London, while settling the UK's relationship with the EU, will be a challenge. The "cliff edge" that Mr Browne
mentioned is now less than two years away.

In brief
 
** Premiums on obligatory third party motor insurance continue to fall. Figures from ANIA show that the average
premium on policies being renewed was €354 for automobiles in March, a decline of 3.6 per cent on March 2016. The
insurers' association notes that motorists who changed insurer probably enjoyed even bigger premium reductions. 
 
** The Bank of Italy has added to it efforts in promoting financial literacy with a video entitled "Economics and finance
– it's never too late" that it presented on 5 May. 
 
** Automobile insurance is the most frequent cause of friction between insurers and insured, being behind more than
46 per cent of complaints last year. Figures from IVASS (the insurance regulator) show, however, that complaints
about Italian firms are declining, down by 1.7 per cent on 2015 to a total of 105,100.
 
** Unknown persons are using the Bank of Italy's name in attempts at phishing, said the central bank in a note issued

on 9 May.

LOOKING AHEAD
  

 

26 May, Trieste.
Banking, Insurance and Financial Services Markets in South Eastern Europe. Conference organized by FeBAF
and MIB Trieste School of Management. 
 

31 May, Rome.
Annual report of Bank of Italy. Accreditation required. 
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