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BUSINESS 

In  r e c e n t  y e a r s , 
technological innovation 
has transformed many 
sectors, and the insurance 
industry is no exception.

The latest of the digital 
revolution in the industry is the 
transition from the traditional 
Motor  Th i rd Party  (MTP) 
insurance system to a digitized 
system of  i ssu ing motor 
insurance stickers.

The introduction of digital 
motor  insurance system 
means that motorists plying 
Ugandan roads no longer 
have to print their motor 
insurance certificates and 
stick them on the windscreens 
as it has been. Instead, upon 
payment, a reference number 
is issued, which can be used 
to generate a digital sticker. 
Whi le motorists may st i l l 
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choose to print the sticker for 
their convenience, doing so is 
no longer mandatory

Motorists can pay for their 
MTP insurance using mobile 
money platforms, like MTN line 
(*165*4*5*5#) and Airtel line 
(*185*7*6*1#) and follow the 
prompts.

The digitized system took 
effect on October 1, 2025, 
fo l lowing the successfu l 
c o m p l e t i o n  o f  a  t h re e 
months piloting phase by the 
Insurance Regulatory Authority 
of Uganda (IRA) in partnership 
with the Uganda Insurers 
Association (UIA) and Uganda 
Traffic Police.

This move wi l l  not only 
modernize the system but also 
streamline the MTP insurance 
process,  st rengthen the 
security of insurance stickers by 

reducing the risk of counterfeit 
stickers and fraud in the system 
and improve efficiency by 
eliminating manual processes 
and enable faster,  more 
reliable verification.

This new digitized system 
will enhance user experience 
by making it easier and more 
convenient for motorists to 
access and manage their 
MTP coverage digitally, boost 
compliance by encouraging 
more motorists to purchase 
valid MTP insurance through 
an accessible and transparent 
system. While every motorist on 
Ugandan roads is required by 
law to have MTP, compliance 
has been a big challenge, 
partly due to the analogue 
system which has been in use.

The Ministry of Works and 
Transport 2024 report notes 
that  whi le  there are an 
estimated 2,185,203 motorists 
on Ugandan roads,  only 
about 600,000 have their cars 
insured with Motor Third Party.

Furthermore, the digitized 

system is expected to build trust 
and confidence by promoting 
greater  t ransparency in 
insurance processes. With real-
time verification, standardized 
procedures, and reduced 
opportunities for fraud or 
manipulation, this new system 
shall allow both motorists and 
enforcement agencies (traffic 
police) to easily confirm the 
authenticity of insurance 
coverage.  The  move to 
digitized motor insurance 
sticker also aligns with the 
government's broader drive 
towards a digital economy, 
including the transition to 
digital services in various 
sectors, including insurance.

This digital transformation 
marks a significant step toward 
improving compliance from 
the insurance sector and shall 
make it convenient, easier and 
more transparent for motorists 
to purchase val id Motor 
Third Party (MTP) insurance. 
Through a more accessible 
and efficient digital system, 
verification of insurance status 
shall also become faster and 
more reliable, helping to build 
a credible and trustworthy 
insurance sector.

Just like the new integrated 
local marine insurance portal 
where traders import ing 
goods to Uganda are now get 
localized insurance protection 

via an online platform, this shift 
will also streamline operations 
f o r  b o t h  i n s u r e r s  a n d 
consumers, reduce reliance 
on paperwork, and enhance 
accountability across the 
industry.

As we approach the festive 
season, a time when road 
traffic typically increases and 
the risk of accidents is higher, it 
becomes even more important 
for motorists to ensure they 
are adequately insured and 
compliant with the law. The 
new digital motor insurance 
system makes it easier, faster, 
and more transparent to 
purchase and verify valid Motor 
Third Party (MTP) insurance.

T h i s  t r a n s f o r m a t i o n 
shall enhance safety and 
accountability on our roads 
especially during the busy 
holiday period. By reducing 
paperwork and enabl ing 
instant verification, the system 
will support faster response 
in the event of an incident, 
protecting both motorists and 
other road users.

Motorists across the country 
are encourage to embrace 
this positive change. Doing 
so during this festive season 
will not only give you peace 
of mind but also contribute to 
safer, more efficient, and more 
responsible road usage for 
everyone

While climate 
c h a n g e 
could drive 
reinsurance 
vo l u m e  i n 

the long-term, softening of the 
market is more important in 
the medium-term, Morningstar 
analysts have highlighted in a 
recent report.

The re/insurance industry 
is facing increasing losses 
as  g lobal  temperatures 
continue to increase, a direct 
consequence of  c l imate 
change. While the frequency 
of large-loss events may 
have stabilised, their severity 
continues to rise.

According to the recently 
published Morningstar Equity 
Research, this trend should, 
in theory, increase long-
term demand for insurance 
and reinsurance coverage, 
narrowing the protection 
gap and supporting top-line 
growth for reinsurers.

However,  the  research 
suggests that “the market is 
operating at overcapacity, 
and that is the more important 
driver in the medium term.”

The notoriously cycl ical 
property-casualty sector has 

Climate change could drive reinsurance volume, but 
softening a more immediate threat: Morningstar

enjoyed a favourable period 
with strong pricing since 2021. 
This was a response to periods 
of low capacity, where high 
demand led to a surge in 
prices and increased returns 
on equity.

This, in turn, has historically 
a tt ra c te d  n ew  ca p i ta l , 
which dr ives pr ices and 
profitability down. The recent 
cycle, however, was blurred 
catastrophe bonds, which can 
take up to two years to settle.

Morningstar believes that the 
market peaked last year, but 
the full impact on reinsurers 

profits may not be realised 
for another year or two, after 
which profits are likely to 
stagnate and fall.

Global warming, fuelled 
by rising greenhouse gas 
emissions from fossil fuels, has 
led to a consistent increase in 
the Earth’s average surface 
temperature.

This has been linked to a rise 
in droughts, rising sea levels, 
and, critically, more severe 
storms with heavier rain and 
stronger winds. While the 
resulting increase in economic 
losses from catastrophes 

should, in theory, fuel long-
term growth for property-
casualty reinsurance, capital 
has not yet been outstripped 
by these losses, leading to the 
current market shift.

According to Morningstar, the 
reinsurance market is showing 
signs of turning. Analysts 
explained: “The largest 10 
reinsurance companies hold 
a combined market share 
of 69.4%, translating to a 
586.3 Herfindahl-Hirschman 
Index,  which ref lects an 
unconcentrated industry that 
we believe is indicative of low 
barriers to entry. Following the 
financial crisis, the reinsurance 
cycle stayed hard, as industry 
capital remained constrained 
until around 2013.

“At this point, we think the 
attractive returns on offer 
had enticed enough capital 
that a negative impact on 
pricing began to take effect as 
capacity began to swell. And 
as global catastrophe losses 
began to decline, market 
softening was free to run.”

Hurricanes Harvey, Irma, and 
Maria in 2017, in Morningstar’s 
opinion, marked the bottom 
of the soft cycle. Due to 

the long settlement cycle 
of catastrophe bonds, the 
market did not fully harden for 
another two years.

The significant loss year 
of  2021 ,  which inc luded 
Hurricane Ida and other major 
events, then accelerated the 
strengthening of the market. 
However, with alternative 
capital now at record levels, 
pressure on pr ic ing has 
resumed.

Morningstar anticipates that 
the softening of the market is 
the most pressing issue for the 
medium term.

S ome have suggested 
that  re insurance cyc les 
are becoming longer, yet 
Morningstar analysts believe 
that reinsurance has recently 
experienced “a prolonged, yet 
gradually hardening, market in 
the early years.”

“ T h a t  f i r m i n g  t h e n 
acce le rated .  Wh i le  the 
market softened for four years 
between 2014 and 2017, it 
began to harden between 
2018 and 2020, gently. It 
wasn’t until the heavy natural 
catastrophe year of 2021 that 
the real strengthening of the 
market started to take effect. 

The firm market we are now 
leaving has been in effect 
for seven years. Alternative 
capital has reached record 
levels, and losses from the 
Los Angeles wildfires have 
not offset the fall,” the firm 
explained.

The full impact on earnings 
will likely be felt over the next 
two to three years as premiums 
run off. Lower interest rates, 
resulting from a softening 
of inflation, are also likely to 
lead to lower investment and 
reinvestment yields.

This combination of declining 
p r i c es  a n d  i n vest m e n t 
returns is expected to cause 
a plateauing of reinsurer 
earnings within the next four 
years.

“We think investors can 
already see this at some 
re insurance f i rms.  Pr ice 
improvements began to slow 
around two years ago for 
Hannover, but this year its risk-
adjusted price changes turned 
negative. Given the current 
pricing trend, we anticipate 
prices may move through their 
long-term adequacy around 
January 2026,” Morningstar 
analysts concluded.


