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SA short-term insurers’ resilience pays off after years of big claim events
By Kelly Ward, Stonehage Fleming Equity Management SA Research Analyst

South African short-term insurers’ fortunes are improving following a challenging few years characterised by
significant claim events, including the Covid pandemic, extreme natural disasters, and the 2021 KZN riots, all
of which considerably impacted profitability.

However, the sector is seeing a turnaround thanks to companies’ strategic initiatives aimed at risk reduction,
premium increases, and larger insurance floats. The Stonehage Fleming Equity Prescient fund managers
identified three companies that offer exposure to these evolving market dynamics, companies with strong
capital positions that will enable them to navigate adverse claims environments effectively and deliver
attractive and sustainable organic growth.

Santam

Santam has a resilient position in its core South African market. It has operated for over 100 years and has
proven its ability to run a top-class short-term insurance operation. Santam has strong brand recognition and
high service and customer satisfaction levels, as indicated in their results presentation. Key contributors to
the Santam investment case are its traditionally strong balance sheet and conservative culture, which allow
it to weather challenging periods and benefit as cycles turn.

Underwriting actions the group has been driving over the past 18 to 24 months (such as predictive analytics,
geocoding and advanced technology scenario analysis) are starting to bear fruit, resulting in much improved
underwriting margins. Lifting their premium base with better customer selection and underwriting will allow
them to weather the volatility that may come through.

OUTsurance

OUTsurance participates in the direct motor and property insurance industry in South Africa, with its stake
in Youi, which operates out of Australia. Youi’s business also focuses on motor vehicle and property insurance
and, more recently, its commercial lines of business. Indicative of the quality and competitive advantage of
the business, OUTsurance SA’s underwriting profit margins are regarded as among the highest in the world.

The direct model (as opposed to the broker model) pioneered by OUTsurance is more efficient at the point
of sale (with no commission costs) and at the claims stage (direct to consumer). It also provides the company
with better customer intelligence during quoting, enabling it to “beat any quote.” OUTsurance’s rewards
model, the Outbonus, reduces the frequency of small claims, which often incur disproportionately high
assessment costs.

Despite a competitive market, where externalities can have a material impact on short-term profits,
OUTsurance has maintained market dominance in core segments while being innovative enough to achieve
growth over and above the externalities. OUTsurance’s new entry into the Irish market and long-term growth
and diversification optionality are key strategic levers for the Group.

PSG Financial Services

PSG has developed sizable businesses in its wealth, asset management, and insurance divisions; however, its
market share is under 5% in each segment. Consolidation is a prevalent theme across all three industry
segments, with scale becoming progressively more important to remain competitive. This positions PSG
advantageously as it plays a crucial role as a leading consolidator.

The PSG Insure business incorporates short-term insurance distribution and administration, holding 60% of
Western National's shares, while Santam owns the remaining 40%. It is a highly profitable insurer focused on
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commercial insurance. The advisory-led, complex commercial product offerings are sticky and enable the
business to generate attractive margins.

Western National has established an impressive track record in underwriting, with margins consistently
reported to be in double digits. The flat management structure and decentralised servicing model of Western
National facilitate swift and effective decision-making, which is advantageous in the highly competitive short-
term insurance market.

PSG Insure accounted for 37% of the PSG group’s top-line revenue in the first half of the 2025 financial year
and contributed 16% to recurring headline earnings.

The bottom line

Although South Africa's operating environment remains challenging, the reduction in load-shedding, a well-
anchored inflation rate, interest rate cuts, and the establishment of the Government of National Unity have
instilled optimism among businesses and market participants. We believe these well-capitalised insurers are
in a strong position to effectively navigate adverse claims environments and deliver attractive and sustainable
organic growth. Investors can access these and other best-in-class JSE-listed companies through the
Stonehage Fleming Equity Prescient Fund.

This document has been prepared for information purposes only and does not constitute a personal recommendation or
advice or a solicitation to buy any product or service. It does not take into account the financial circumstances, needs or
objectives of the recipient. In addition to the information provided, you may wish to consult an independent professional
adviser. Past performance is not a guide to future performance. Whilst every effort is made to ensure that the
information provided is accurate and up to date, some of the information may be rendered inaccurate in the future due
to any changes. The distribution or possession of this document in certain jurisdictions may be restricted by law or other
regulatory requirements. Opinions expressed in this document may be changed without notice at any time after
publication. We therefore disclaim any liability for any loss, liability, damage (whether direct or consequential) or
expense of any nature whatsoever which may be suffered as a result of or which may be attributable directly or indirectly
to the use of or reliance upon the information. The Stonehage Fleming Equity Prescient Fund is a registered collective
investment scheme in South Africa. The Management Company is Prescient Management Company (RF) (Pty) Ltd. This
portfolio operates as a white label fund under the Prescient Unit Trust Scheme, which is governed by the Collective
Investment Schemes Control Act. The management of investments is outsourced to Stonehage Fleming Investment
Management (South Africa) (Pty) Ltd. CISs should be considered as medium to long-term investments. CISs are traded at
the ruling price and can engage in scrip lending and borrowing. A schedule of fees, charges and maximum commissions
is available on request from the Manager. A CIS may be closed to new investors in order for it to be managed more
efficiently in accordance with its mandate. Stonehage Fleming Investment Management (South Africa) (Pty) Ltd, other
affiliated companies of the Stonehage Group and directors and employees of these companies may from time to time
have a long or short positions in the securities mentioned in this document and may add to or dispose of such securities.
This document is issued and approved for distribution in South Africa by Stonehage Fleming Investment Management
(South Africa) (Pty) Ltd, an authorised Financial Services Provider (FSP No. 42847). Please be advised that there may be
representatives acting under supervision.© Copyright Stonehage Fleming 2025. All rights reserved.
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