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The article examines the development of the insurance market of the Republic of Belarus, its impact on the economic
growth of the national economy. The aim of the study is to develop the main provisions of investment risk insurance as an
effective component of state investment policy. Particular attention in the article is paid to the current state of the
insurance market of the Republic of Belarus, which makes it possible to determine the key directions of the strategic
development of the insurance market. A study of the mechanism of insurance of investment risks in the Republic of Belarus
was carried out. The modern economy, which is in an increasingly competitive environment, is characterized by the
accelerated development of financial institutions, which leads to an increase in investment for the purpose of stable
operation and development of the organization, creation of new types of products, diversification of assets, and additional
income. Investment activity is accompanied by a fairly large number of different risks, which can be minimized with the
help of insurance. Insurance allows you to anticipate possible benefits in the future when investing. The modern insurance
system is a set of measures aimed at reducing the likelihood of a risk or compensation for the consequences of its
implementation. Insurance is an important tool for risk management and investment protection. Insurance of investment
risks will allow an investor to assess risks, avoid mistakes when investing, and get the maximum level of return on invested
capital. This, in turn, will allow solving the problem of increasing the investment attractiveness of the Republic of Belarus
by strengthening the security of organizations, forming long-term resources for the economy, as well as creating
conditions for the inflow of foreign capital. Based on the analysis of statistical data, the problems of the development of
insurance of investment risks were identified and directions were proposed for the formation of an effective insurance
system in the Republic of Belarus (creation of state guarantee insurance funds for insurance of investment risks, the
introduction of compulsory insurance of socially significant investment projects in the Republic of Belarus).
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B cmambve paccmMompeHo paszgumue cmpaxogozo puiHka Pecny6auku Besapyce, e2o gausiHue Ha 3KOHOMU4eCKUl
pOCm HAYUOHA/ILHOU 3KOHOMUKU. Lleablo uccaedosaHust sieasemcsi pa3pabomka 0CHOBHLIX NOJIONCEHUU CMpaxo8aHusi
UHBECMUYUOHHbIX PUCKO8 8 Kayecmeae 3dpdhekmusHol cocmassiioujell 20cydapcmeeHHOl UHBECMUYUOHHOU NOAUMUKU.
Ocoboe gHUMaHUe 8 cmambe yde/qeHO meKyujeMy COCMOSIHUI0 cmpaxoeozo pbiHka Pecny6auku Beaapycw, ymo no3eo-
J1siem onpedesumb K/l04esble HANPAs/AeHUsl cmpamezuyecko20 pa3eumusi pblHKa cmpaxosuix ycaye. IIpogedeHo uccie-
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JdogaHue MexaHu3Ma cmpaxoe8aHusl UHBeCMUYUOHHBIX puckoe 8 Pecnybauke Beaapycw. /Jasi cospeMeHHOl IKOHOMUKU,
Haxodsujelics 8 yca08UsIX ycuaugarujelicss KOHKYpeHyul, XapakmepHo YCKoOpeHHoe pazgumue UHAHCO8bIX UHCMUMY-
mos, ymo npusodum K yse/qudeHuro 06semMo8 UHeeCmuyull ¢ yeabio cmabuabHo20 GYHKYUOHUPOBAHUS U pa38umus op-
2aHu3ayuu, co3daHusl Hoeblx 8UA08 NpodyKyuu, dugepcudukayuu akmueos, noay4eHus donoIHUMeNbHo020 doxoda. HH-
8eCcmuyuoHHoll dessmesbHOCMU conymcmeyem 00CMamo4Ho 60/1buoe KOAUu4ecmeo pas3AuYHbIX puckos, MUHUMU3UPO-
8aMb KOMopble MOXCHO C NOMOWbI0 cmpaxosaHus. CmpaxosaHue no3eossiem npedycMompems 803MONCHbIE npeumMyuje-
cmea 8 Gydywem npu uHeecmupogaHuu. CogpemMeHHasl cucmema cmpaxo8aHusi npedcmasJisiem co6ol KoMnjaekc Mepo-
npusimuti, HaNpas/eHHbIU HA yMeHbUleHUe 8epOsIMHOCMU 803HUKHOBEHUS PUCKA UAU KOMNeHcayul nocaedcmeutl e2o
peaauzayuu. CmpaxosaHue s18/151emcsi 8AHCHbIM UHCMPYMEHMOM Yynpas/eHus puckamu U 3aujumsl uHeecmuyuil. Cmpa-
X08aHUEe UHBECMUYUOHHbIX PUCKO8 N0380/1UM UHB8ECMOPY NPo8ecmu OYeHKy puckos, usbexcams owub0K npu uHeecmu-
POBAHUU, NOAYHUMb MAKCUMAAbHBIU YyPOBEHb O0OXOOHOCMU HA 8/A0M4CEHHbIU Kanumasa. 3mo, 8 c8ok o4epeds, N0380AUM
pewums 3a0avy noevlueHusl UH8eCmuyuoHHOU npusiekameavHocmu Pecnybauku beaapyce nymem ycuieHus 3auju-
WeHHOCMU op2aHu3ayuli, popMupo8anusi 0oa20CPOHHbLIX Pecypcos8 051 IKOHOMUKU, d MAakKxice co30aHUs yca08ull 045
npumoka uHocmpaHHoz2o kanumanaa. Ha ocHose anaauza cmamucmuveckux daHHbIX 8blsi8/1€Hbl NPOOAEMbl pA38UMUS
CMpAaxo8aHusi UHBECMUYUOHHbIX PUCKO8 U NpedJoNdCeHbl Hanpas/aeHusi no GopmuposaHuro agdgekmusHoll cucmembl
cmpaxosaHnusi 8 Pecnybauke beaapyco (co3daHue 20cydapcmeeHHbIX 2apaHmMuiiHbIx cmpaxosblx oHdos no cmpaxosa-
HU0 UHBECMUYUOHHBIX PUCKO8, 8800 00513AmMe/1bH020 CMPAX08AHUS COYUANbHO 3HAYUMBIX UHBECMUYUOHHbIX NPOEKIMO08
Ha meppumopuu Pecny6auxu Beaapyco).
Koueable ca08a: cmpaxosaHue, UHBeCMUYUU, PUCKU, CMPAX0B801Ul PbIHOK, Y4ACMHUKU CMPAX08020 PbIHKA.

Introduction

In carrying out their business activities, business entities face various types of risks, including investment
risks. In order to reduce the negative consequences in the event of unsuccessful investment in the financial and
economic activities of the organisation, a mechanism such as risk insurance is used for the successful
implementation of investment projects.

At present, the state does not have sufficient financial resources to invest in priority areas of the Belarusian
economy, which generally hinders the process of structural transformation and does not contribute to the
competitiveness of domestic producers.

On the one hand, insurance companies, accumulating money received from business entities in the form of
insurance premiums under insurance contracts, act as investors, thus ensuring the development of the country's
economy. Funds from insurance reserves are invested by insurance organisations, mainly in government
securities and placed in bank deposits. On the other hand, upon the occurrence of an insured event, an insurance
premium is paid to the policyholder, which prevents the insurance organisation from incurring losses, thus not
worsening the financial situation.

Research Theory

The essence of insurance is the formation of a certain monetary (insurance) fund and its distribution in time
and space for the purpose of indemnification of possible damage (loss) to its participants in the event of
accidents, natural disasters and other circumstances resulting in the loss of material and other types of property
and assets stipulated in the terms and conditions of the insurance contract [1, pp. 89-90], [2, pp- 42-45].

Firstly, insurance funds are formed solely based on the redistribution of cash income and savings generated
by the initial distribution of national income. This makes insurance particularly susceptible to economic
development trends. Lower economic development and higher inflation have an immediate impact on the
collection of premiums for insurance funds.

Secondly, insurance is characterised by a closed allocation of losses within this fund. The funds are used
only to compensate for losses incurred by the participants in the fund.

When purchasing an insurance service, the customer is relieved of the risk and the insurance organisation
has the obligation to pay the insurance indemnity in the event of an event caused by reasons defined in the
contract.

Thirdly, the insurance provides for redistribution or equalisation of damage by territory and time. The
irregularity of the occurrence of damage in time makes it necessary to reserve a part of insurance payments to
compensate for extraordinary losses in adverse years [3, pp. 106-109].
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Due to the specifics of the operating process, an insurance company is able to dispose of funds received from
policyholders during a certain period of time by investing them in various areas, including the real economy. The
concentration of significant financial resources by insurers makes insurance an important factor in the
development of the national economy. Insurance transforms temporarily free funds received from various
policyholders into active capital operating on both the domestic and global investment market [4, pp. 8-13].

Insurance acts as a financial stabiliser, allowing business entities to compensate for losses without using
state resources [5].

Insurance companies are long-term investors in various sectors of the economy, which allows stabilising the
development of economic processes in the country. Thus, profit before taxation of insurance companies of the
Republic of Belarus for the last five years amounted to more than 80.00 million rubles annually, in 2015 and
2018 reached 140.00 million rubles. Net profit of insurance companies was established for 60 million rubles in
2013-2018, in 2019 it was a little more than 20 million rubles. (Table 1).

Table 1
Profit before tax and net profit of insurance companies
Republic of Belarus (million rubles)
Indicator Year

2013 2014 2015 2016 2017 2018 2019
Profit before tax 85,61 81,52 142,50 90,72 107,30 139,42 63,59
Net profit 63,70 61,41 93,24 61,77 73,86 94,21 20,42
a;toﬁ’emﬁt for the country as a 408499 | 433610 | 258830 | 394500 | 833600 | 551500 | 10421,00
Share of.net. profit of 1nsur§nce 156 142 3,60 157 0,89 171 0,20
companies in total net profit

Source: compiled by the authors based on data [6; 7].

The growth rate of net profit of insurance companies in 2019 as compared to 2018 was 21.67%, in 2018 as
compared to 2017 — 127.56%, in 2017 as compared to 2016 — 119.56%. The maximum value for the past years
was 151.82% in 2015 (Figure 1). In 2019, compared to 2018, the net profit growth rate decreased to 21.67%, in
2016 compared to 2015 — to 66.25%.

Insurance companies are stable payers of taxes and non-tax payments to the budget and non-budgetary
funds. Thus, in 2018 insurance companies transferred 131.9 million rubles to the budget and non-budgetary
funds, in 2017 — 137.7 million rubles, which is 23.3% more than in 2016 (111.7 million rubles).

2018
Growth rate of profit before tax ~ ® Net profit growth rate

Fig. 1. Rates of growth in pre-tax profit and net profit Insurance companies of the Republic of Belarus (%).

Source: compiled by the authors based on data [6; 7]

The increase in equity allows insurance companies to increase their financial stability, which also increases
their ability to insure large risks. The insurer's equity capital is the basis for its financial stability at the initial
stages of its operations, and as the organisation develops, it is considered, along with insurance reserves, as an
additional source for meeting obligations to policyholders. In this regard, the financial stability of an insurance
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company is influenced not only by the amount of equity capital, but also by its adequacy, (matching the amount
of obligations assumed).

As at 01.01.2018, the equity capital adequacy ratio was 120 percent. The relatively high value of this
indicator indicates that there are additional sources for insurance companies to meet their obligations to
policyholders in the event of insufficient insurance reserve funds [8].
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Fig. 2. Insurance premiums to GDP ratio in the Republic of Belarus (%)

Source: compiled by the authors based on data [6; 7]

One of the key performance indicators of insurance companies is the ratio of insurance premiums to GDP,
which shows the status and development of the insurance market. Growth of insurance premiums is also
observed with the growth of GDP of the Republic of Belarus. Thus, in 2016-2018 the ratio of insurance
premiums to GDP was slightly more than 1.00%, in 2008-2012 the value of this indicator was less than 0.80%.

For comparison, the ratio of insurance premiums to GDP in the Republic of Belarus for 2015 was 0.92%, in
some European countries the value of this indicator reached 10-11% — the UK (10%), the Netherlands (10.7%),
Finland (11.4%), the lowest value was Lithuania (0.9%) (Figure 3).
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Fig. 3. Ratio of insurance premiums to GDP in Europe for 2015 (%).

Source: compiled by the authors based on data [9]
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The countries with the highest premium-to-GDP ratio are Taiwan (21.3%), the Cayman Islands (19.6%),
Hong Kong (17.9%), South Africa (13.8%), South Korea (11.6%), Finland (10.7%), Denmark (10.2%), the UK
(9.6%), the Netherlands (9.6%) and France (9.0%) (Figure 4) [10, p. 4].

In 2018, the largest insurance market was the USA — more than 28% of world turnover. However, many
insurance experts argue that by 2028 China could become the world's largest insurance market [11].
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Fig. 4. Countries with the highest insurance premium to GDP ratio in 2017 (%).
Source: compiled by the authors based on data [10, p. 4]

Many people in the European Union are critical of risk. Figure 5 shows that business entities in different
countries prefer not to take risks (the higher the score, the higher the risk aversion). In Poland, this indicator has
been set at 93 points. Above this indicator, Belgium has 94 points, Malta has 96 points, Portugal has 99 points
and Greece has 100 points.

Denmark has the lowest score of 23, Sweden has 29, the United Kingdom has 35, and Ireland has 35. These
countries have a rather high ratio of insurance premiums to GDP — over 7.3%.

The rest of the countries mostly do not accept risk, among them countries with a high ratio of insurance
premiums to GDP — more than 9.4%, such as Finland — 59 points, the Netherlands — 53 points, France — 86
points.
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Fig. 5. Country Critical Risk Assessment Scale (2017), scores.
Source: compiled by the authors based on data [9]
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The image of the insurance industry is mainly influenced by agents who gain the trust of customers and
respond to their needs, as well as help clarify the terms of the contract and understand the functioning of the
insurance system as a whole.

In Poland, a low level of savings and, as a result, a lack of capital limits the investments of organisations in
various areas. This slows down the process of success in the richest countries. The insurance industry is the third
largest institutional investor in Poland. Every tenth zloty is borrowed by the state from insurance companies [9].

In 2018 there were 528 insurance organisations in Germany, 402 in England, 336 in Sweden, 270 in Ireland,
1 445 in France, 1 155 in Spain, 147 in the Netherlands, 145 in Switzerland, 1 265 in Italy, 93 in Denmark, 294 in
Luxembourg, 111 in Austria, 102 in Belgium, 36 in Bulgaria [12].

The insurance sector in the Republic of Belarus consists of organisations, brokers and other intermediaries
(Table 2). As at 1 January 2019, the insurance sector of the Republic of Belarus consisted of 16 insurance
companies, 29 brokers and 337 insurance agents. In 2017, there were 17 insurance companies, 30 brokers and
285 insurance agents operating in the insurance market. The number of insurance companies in the insurance
market of the Republic of Belarus has decreased from 24 to 16 in 2018. At the same time, the number of brokers
increased from 4 in 2009 to 29 in 2018, and of insurance agents from 153 in 2014 to 337 in 2018.

Table 2
Insurance sector of the Republic of Belarus
Participant Tod

artetpants 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
The organisation of 24 | 24 | 25 | 25 | 25 | 24 | 19 | 19 | 17 | 16 | 16
everything, including:
state ownership 4 8 4 4 4 4 4 4 4 4 4
parastatal ownership 4 4 4 4 4 4 4 4 4 4 4
private form of ownership 0 8 17 17 17 16 11 11 9 8 8
w1th' the pa.rt1C1pat10n of 11 8 13 13 11 11 8 8 7 6 6
foreign capital
Insurance brokers 4 - 6 8 9 25 29 29 30 29 30
Insurance agents - - - - - 153 203 241 285 337 377

Source: compiled by the authors based on data [6].

The increase or decrease in the number of organisations is due to the appearance of private insurers on the
market (leaving the market), as the number of state and parastatal insurers remains constant — 8. In 2010
alone, there were 12 state insurance organisations.

In the Russian Federation, the number of insurance organisations and brokers decreased from 334 in 2015
to 199 in 2018 and from 134 in 2015 to 64 in 2018 respectively. The number of mutual insurance companies, on
the contrary, increased from 10 in 2015 to 12 in 2018 (Figure 6).
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Fig. 6. Number of insurance companies in the Russian Federation.

Source: compiled by the authors based on data [13]
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For insurance companies in many countries, bonds are a stable source of investment income as of 2018. On
average, insurers allocated 52.3% of their assets to promissory notes and bonds. Of all countries, the largest
number of insurers in Hungary (81.6%) have invested in promissory notes and bonds, mainly in government
bonds.

Austrian insurance companies held more than 50% of their assets in the form of shares, while more than
25% of their assets were held in such countries as El Salvador (32.3%), France (26.1%), Iceland (29.7%), Poland
(28.4%) and Sweden (29.4%).

Turkish insurance companies mainly held cash and deposits, representing 64.9% of insurers' assets. Over
25% of assets were also held in cash and deposits in the Czech Republic (26.4%), Estonia (29.9%), Guatemala
(29.2%), Indonesia (39.9%), Russia (28.2%) and Sri Lanka (26.3%).

Insurance companies were also able to invest in instruments other than bills of exchange, bonds, shares,
cash and deposits. For example, in Bolivia insurers invested more than 15% of assets in land and buildings and
5.8% in private equity funds [14, pp. 17-19].

Research results

The insurance market, along with the stock and banking sectors, is an important component of the state's
financial system, which ensures the transformation of savings into investments. Insurance acts as a financial
stabiliser, allowing business entities to compensate for losses without using state resources [5].

With the adoption in the Republic of Belarus of the Law “On Public-Private Partnership” of 30.12.2015 No
345-3 [15], the state and private partner can unite their available resources to implement infrastructure and
other socially significant projects. There is an urgent need to insure large investment projects, especially if the
state is the customer of the project. Attracting private investment into the public sector for the implementation
of large-scale PPP projects involves huge risks, which can be minimised by insuring investment risks.

One of the main directions for establishing an efficient insurance system in the Republic of Belarus is the
interaction of the national insurance system with the international insurance market [16, pp. 38-42]. At the same
time, in order to ensure the protection of economic entities, create long-term resources for the economy and
create conditions for attracting foreign capital, it is necessary to develop the domestic insurance market more
intensively.

The majority of insurers currently face various difficulties, consisting not only of marketing, financial and
technological issues, but also of providing the consumer with new insurance products, which must take into
account the needs of the region as a whole and of each insurer in a particular case [17, pp. 7-9].

The survey results show that the level of development of the national insurance market is not high enough.
Thus, the share of insurance in Belarus' GDP remains lower than in many European countries, including the
Russian Federation.

The efficiency of the insurance market depends on a set of measures taken to improve the insurance system,
infrastructure and competitiveness of the insurance market. A number of measures are proposed to address the
current challenges in the national insurance sector:

- intensification of the state policy in the area of national insurance, aimed at increasing the share of
insurance in the country's economy, increasing the level of investment opportunities for insurance through
incentive measures;

- introduction of compulsory insurance of socially significant investment risks in the Republic of Belarus;

- establishment of a full-fledged system of insurance protection for business entities, full satisfaction of their
needs through the quality and variety of insurance products;

- creation of state guarantee insurance funds to insure investment risks, which will make it possible to
safeguard the interests of all insurance market participants in relation to socially significant investment risks;

- formation of information exchange between participants of insurance cooperation of Belarusian insurers
with foreign partners.

Thus, the practical implementation of the proposed measures and proposals to improve the national
insurance market will make it possible to increase the competitiveness of each insurance participant in both the
national and foreign markets.
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Conclusion

The development strategy of the investment risk insurance system is to increase the competitiveness of the
national insurance market by creating an efficient insurance system in the Republic of Belarus in cooperation
between the national insurance system and the international insurance market.

The insurance market is an important component of the Belarusian financial system, which ensures the
process of transformation of savings into investments. Insurance acts as a financial stabiliser, allowing business
entities to compensate for losses without using state resources.
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