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about insurance yourself?

40% premie niet

DEN HAAG - De Autoriteit Financiéle Markten en zells een door
! L ars zelf ingesteld ie hebben g d dat
\ er grote misstanden zijn geweest bij de verkoop van beleggingsver-

\ Verzekeraars beleggen

zekeringen. Zo gaat zeker 40% van uw inleg op @an kosten. Dit geld
wordt dus niet yoor u belegd, waardoor uw rendement veel lager
itvalt dan 8an u is voorgespiegeld. Klanten zijn hierover niet goed
geinformeerd.

Het gaat om boltgglnnlhypolnelon. lmr-ntwanokor‘lnn.n,
Y mdurtan. spaarioon gekoppeld




Global trust in insurance is among the lowest of all sectors

Trust in industries
Global, 2013
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Source: 2014 Edelman Trust Barometer.
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Indication of trust is based on the question ‘How much do you trust businesses in each industry to do what is right ?°




Trust in Financial Services is especially low in the European Union
Trust in Financial Services

Global, 2013
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Source: 2014 Edelman Trust Barometer.
Indication of trust is based on the question ‘How much do you trust businesses in each industry to do what is right ?°




Trust and customer centricity are often defined in the mission statements of
insurance companies, indicating a substantial gap between goal and reality

Allianz @)

MAPFRE

“...delivering products and services that our clients recommend, being a great
company to work for and achieving the best combination of profit and growth.
We aim to achieve this by putting the customer at the heart of everything we

do...”

“...AXA's mission is to help customers live their lives with more peace of
mind...we are committed to redefining the standards of our business so that
we truly differentiate ourselves and earn the trust of our key stakeholders”

“...be the trustworthy global insurance company...that works to constantly
improve our services and develop the best relationship with our clients,
distributors, suppliers, shareholders and society at large...”

“...our purpose is to actively protect and enhance people’ s lives...we deeply
care about our clients’ and our people’s future and lives...”

Source: corporate websites, annual reports | 6




Trust is built by multiple attributes such as engagement and integrity,

which appear to be challenging for the financial industry
Importance of trust building attributes

Financial Services, Global, 2013

Listens to customer needs and feedback 67 %
Takes responsible actions to address issues/crises 65%
Places customers ahead of profits 64%

Has transparant and open business practices 64%
Offers high quality products or services | 63%

Has ethical business practices 63%
Communicates frequently and honestly on state of business 62%

Treats employees well 59%
Addresses society’s needs in its every day business | 54%

Delivers consistent financial returns to investors | 49%

Creates positive impact on local community | 49%

Works to protect and improve the environment | 48% M Engagement
Has highly-regarded and widely admired top leadership | 45% B Integrity

Is an innovator of new products, services, or ideas | 45% [ 1 Products/Services
Ranks on global list of top companies 42% [ 1Purpose
Partners with organizations to address societal issues 39% I Operations

Source: 2013 Edelman Trust Barometer. |
Indication of attribute is based on the question ‘How important is each of the following actions in building trust in business?’ 7
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The working assumption is that the insurance spend per capita increases
when people get more wealthy over time
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Source: Swiss Re, IMF WEO (April 2014)
Insurance penetration includes both life and non-life insurance premium




Beware of differences between countries

GDP per capita
Nominal GDP per capita in USD thousands, 230513
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Source: IMF WEO (April 2014) | 10




Beware of differences between countries: 2 examples from the EU
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Beware of differences between countries: 2 examples of developing countries
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Insurance markets show differences in distribution, driven by economic and
cultural differences

Premium share [_10ther [ 1Bank Bl Broker Il Agency

Per distribution channel
100 100

100 100 100 100 100
11 6
19 15 15 )
37 2 14 10 13

Netherlands France Poland  Portugal  Mexico Brazil Turkey

Source: BCG | 14




Insurance brands need to operate within a new digital reality

Evolution from ownership to access

NETELIX

Self service and control Booking.com
Check-in

g .
Y. )
Simplicity and transparency ( /‘ trior

amazon

Potential of data and tracking Go gle i @

Social empowerment

| 15




A multichannel approach includes Online presence

Pre-sale / Raising interest Sale Post-sale

Client . .
. .
1P i RO Contact mm Sl s

Bi-directional

Branch RMs

Remote RMs

y 7

Tele-

marketing
/7 1] _/

Internet

Uni-directiond
Mailing \
Branch

advertising

| 16




The digital reality provides opportunity to offer personal insurance coverage,
tailored to personal needs and embedded in digital lifestyle

Motor The cloud
1 insurance for everything

Travel

Fire

Liability

Always on
Just add what you need

Assistance

| 17




Simple and transparent subscription models are being developed

Choose
premium cap

=

Pick
coverage

Adapt
on the go

Choose the maximum
premium you are willing
to pay

The premium amount
defines the size of your
cloud

Choose payment
intervals

Use credit card billing

Adapt premium
whenever you want

» Choose a start
coverage for your
lifestyle

= Based on profiles

" Family

= Student
" Traveler
" Efc.

= Adapt coverage later
whenever you want

Add, remove or
replace coverage
for what you need

Adjust your
premium if you want
or need to

Adapt your
coverage as your
lifestyle changes

All on the fly
All in real time

| 18




Why pay for car insurance when on holiday by plane?

| 19
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Best-practices in pricing through 5 perspectives

@ Price strategically to retain/grow customer value
= Grow most profitable customer segments
= Develop high potential segments
=  Grow segments leading to claim efficiency

= |ncentivize onalt?/
Strategy Price risk accurately

= Boost data sophistication
= Boost modeling sophistication

. S @ Tailor offer to customer
. 5 ] = Factor in customer willingness to pay
> 3 § = Cross/up-sell to high potential segments
Optimize position against competition
= Dynamic pricing
Organization -

Design products that differentiate from competition
Organize for pricing efficiency & effectiveness

= Define processes, rules, responsibilities

=  Boost cross-BU collaboration

= |mprove execution efficiency

= Ensure sustainability of pricing capabilities

(Infrastructure and Capabilities)




Example: Gender and Marital status are relevant characteristics in the
identification / segmentation of risks

Gender Marital status
1,00 1,17 1,17
= 2:3° 100 109 ol
51 50
18
-— L 3 1
Male Female Married Single Divorced Widowed
B # policies (in thousands) —®— factor B # policies (in thousands) —®— factor
Female customers Married customers

pose a better risk pose a better risk

| 22




Age of customers as a relevant pricing variable
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Dynamic Pricing and Online presence can go hand-in-hand

Retrieve quotes

Retrieve — ... for the companies in panel ...
relevant — ... including relevant variables ...
— ... in a semi-automated way

quotes

Understand competitors’ tariff

— ... by computing univariate coefficients

— ... considering most common interactions
among variables ...

— ....comparing spread and granularity

Analyze competitive positioning

Understand
tariff
coefficients

Analyze — ... on relevant profiles
competitive — ... or a real portfolio ...
positioning — ... or a simulated portfolio representing

the whole or a part of the market ...
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In the current motor insurance market, safe drivers are paying for... dogs

On the internet, no one
knows that you are a dog

In the car, neither...

]

Source: Ptolemus
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Technological solutions to the insurance industry can offer risk mitigation and
product differentiation

fatat ottt .t
\\\\\IIH“I 7
Ry U
PAY-AS-YOU-DRIVE DIFFERENTIATE IMPROVE YOUR RAISE AWARENESS
STATE-OF-THE-ART YOURSELF FROM CLIENT'S DRIVING ABOUT
SOLUTION OTHER INSURERS PERFORMANCE RESPONSIBLE
DRIVING

Source: Baselinetelematics.com
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Telematics provides for a more dynamic approach in insurance

Basic Principles

= Most underwriters currently use static /

Static criteria

statistical criteria to evaluate drivers' risks

- Age i i : :
Historical claims profile
- Gender
- Vehicle make & age )
Distance
- Place
- Business category ]
. Time

- Occupation
- Etcetera Pl

= The historical claims profile is also taken in ez

account
= Insurance telematics is a policy based on these Driving behavior

criteria and 4 new dynamic parameters

Source: Ptolemus
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Technology can change the motor insurance industry

s

(v
W Today ==, Future
Cure Protect & prevent

=High claims ratio
- Fraud
- Theft
- Etcetera

Opaque and focused on the past

»Limited understanding of actual risks, only of the
past

Diverging interests

=‘Higher premiums, more profits for the insurer’

»High expense ratio
- Driving behavior advice
- Fuel management
-  Remote diagnostics, etc.

Transparent and predictive
»Real-time visibility on risks, crashes, thefts etc.

Aligned interests

=‘Lower premiums, lower claims, more profits for
the insurer’

Source: Ptolemus
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Wrap-up

Trust
Growth
Online
Pricing

Telematics

Reason to exist for the sector, but is still relatively low
Appears to be challenging and difficult for insurers

Markets range from being saturated to being emerging
Beware cultural differences between countries

Each market has its own distribution merits
Online seems promising, but beware cultural differences

Best practices through 5 dimensions
Dynamic pricing and online can go hand-in-hand

Technological solutions to the insurance industry can offer
risk mitigation and product differentiation

| 31




