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Press release:
London, 2 September 2019: Political and credit risks in emerging markets have fallen in the first half of the year despite rising geopolitical tensions, according to Gallagher, one of the world’s largest insurance broking, risk management and consulting services companies.
 
In response to rising demand for emerging market risk, insurance capacity remains close to an all-time high in the credit and political risk commercial insurance market.
 
Gallagher’s latest Structured Credit and Political Risk Insurance Report includes country risk, using data from Fitch Solutions, to gauge and compare the overall stability of a country. The index assesses the implications associated with potential changes to a country’s political, economic and business environment including both long-term and short-term prospects. In the last six months the index has risen from 54.9 to 55.04, which represents a moderate reduction in risks across emerging markets.
 
The emerging market index tracks 50 countries across Asia Pacific, Europe and Commonwealth of Independent States (CIS), Latin America and Caribbean, Middle East and North Africa and Sub-Saharan Africa. Europe and CIS have the lowest risk rating at 61.23, while risk in Sub-Saharan Africa is considered high at 45.35. Depreciating emerging market currencies continue to put a strain on foreign debt repayments. This has become increasingly evident in Sub Saharan Africa with delays occurring on repayments falling due.
 
Risk in China has continued to expand in the first six months of the year, going from 68.9 to 68.2. While the risk rating is still considered to be low relative to the average, the strained relationship between the US and China since July 2018 appears to be taking a toll. US corporate nervousness about fixed investments in China continues to rise.
 
Territorial disputes in South East Asia along with tensions in the Gulf have both escalated, with the potential to have serious knock on effects on global stability and economic prosperity. In particular, confidence surrounding the performance of Gulf-originated oil contracts is likely to diminish.
 
Rupert Morgan, Executive Director of Credit and Political Risks at Gallagher, said: “Understanding the political, economic and business risks associated with a country is critical for businesses looking to operate in emerging markets. The fraying social contracts holding countries together continue to be under stress, even with stable countries experiencing tensions, leading to a drop in confidence.
 
“Despite the broad spectrum of tough factors and potential issues, the insurance market continues to provide effective support to its clients by accepting risk in challenging territories, leading to a more stable environment for investors, corporates, financiers and traders. Whilst we have not seen a softening in pricing, rates are already at close to all-time lows so it’s a good time for corporates, banks and export credit agencies, amongst others, to secure cover under favourable pricing and conditions.”

