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Life's cheap, but
who's buying?
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Market pricing example

Level Accelerated Critical Illness Level Term Life
Male, Age 40, 25 year term £100,000 Male, Age 40, 25 year term £100,000
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Price driven down purely by the dynamics of contested market... not consumer need

Swiss Re Analysis of Moneyfacts data 1/5/2007 - 3/8/2011
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Individual term sales
(inc. critical illness, 2006 — 2010)
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Term and Health Watch 2011 - Swiss Re .

Individual critical illness
(stand alone and accelerated) 2006 — 2010
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Huge potential market untapped by traditional
distribution

Life Assurance Protection Gap up to £2.4 trillion in UK

Per capita Mortality Protection Gaps by country
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People are able and willing to
cover the cost of life insurance
Average amount respondents would be
we_?amdronav per month for EUR 100000 Results backed up by UK Focus
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— Average prepared to pay = Monthly cost in market
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How much would you be willing to pay each
month for £100,000 of life cover ?

mf0-£5
WE£6-£10
Wm£11-£15
WE£16-£20
mE£21-£25
mE£26-£50
mE51+

Typical Market Prices:
Age 35: £8 pm 40 year old: £12 pm 45 year old: £18 pm

Graph excludes the 53% of people who did not know

Swiss Re Insurance Report 2011 .

Balancing ease of sale and price

Additional

mortality cost Full underwriting
assessment

High

Simplified underwriting
! assessment

Guaranteed Issue

Underwriting :

= Customer journey and ease of sale more important than product design
= Focus: Develop a relevant, efficient process balanced by product design and price

= Swiss Re developing solutions that provide easy sales without compromising risk controls
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Completion is muc
at point of sale

Comparison of completion rates
loaded) versus those referred to

h higher for cases accepted

for cases accepted at point of sale (standard or
underwriting
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Source: Magnum UK data 2009 / 2010

Whole life policy sales (2006 — 2010)
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Market opinion survey — life cover

Over the next year, do you think that the size of the life protection market
will increase, decrease or remain level?

Remain level

Decrease

Term and Health Watch 2011 - Swiss Re

Market opinion survey — critical ililness cover

Do you believe that the critical illness market will increase, decrease or
remain level over the next year?

Remain level

Decrease

Term and Health Watch 2011 - Swiss Re
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Market opinion survey —income protection
cover

And finally, do you think that the income protection market will increase,
decrease or remain level over the next year?

Remain level o

Decrease

Term and Health Watch 2011 - Swiss Re .

Market opinion survey — key emerging themes

» Uncertainty about the impact of the economic climate
» Less confidence in CI growth (affordability)

 Little new product development expected
(Solvency I, I-E, Gender directive)

» RDR - generally seen as a positive for protection

» Atargeted fire sale of protection products in 2012 ahead of gender-
neutral pricing

» Welfare reform and other cost management opportunities seen as
good for the market in principle 13




Background themes (1 of 2)

« Life providers generally lack direct customer access and regular
engagement

— Little brand awareness and

— Lack of customer touch points to demonstrate quality and build
trust

* Broker distribution model stifles innovation
— Products increasingly commoditised

— Insurer / distributor only focus on price and commission (not
customer need)

— Insurers unable to develop bespoke product solutions in
contested space

Background themes (2 of 2)

« Distributors have position of strength in value chain

— but missing out on an opportunity to truly engage the customer
over time?

* Even the banks struggle with their traditional channels..
— 60% of UK customers do not enter a branch
— Telephone / internet banking removing typical touch points
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How do we break into the
consumer's busy life to sell
them insurance?

How,do we
sustainablé

transactional? w

ligk sales process®

R ing /.reducing the w
burden of un riting from AT
th__e point of sag \ 1‘ 4
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— Accessibility . -
How do we break into the consumers busy .
life to sell them insurance?
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Engagement example: Road to Health

suEee

Where in the Queue are you?

The core roadtohealth insurance model

Target
customers

RTH
Q Score

RTH Database

Health Lifestyle
data data

Recent

L0g] Data?

Suitable lives
flagged for each
product using the
Q Score and data

Product Range

Life

uw
Annuities

Over
50's
Selection Criteria

Cic

Life event
triggered offer

Campaigns Gentle
(E.g. selling to all who Reminders

qualify for a given

J
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How do we creat@a sustain long term relation
customers and become less #@nsactional?
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Délivery
A slaes process

Removing / reducing the'en of
underwriting from the point'of sale

Delivery

» Simple products
— As much focus placed on ease of underwriting as product features

« Intelligent use of existing data
— Pre select / segment lives
— Fully underwrite lives using data
— Predictive underwriting
— Use of previous "recent" underwriting decisions

* We should not be afraid of asking a few simple health questions
— 2011 UK Swiss Re survey:
Health questions not a roadblock to sale for healthy lives
(underwriting is !) 25
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84%

@ Yes, | would
ENo, | wouldn’t
@Don't know

Swiss Re / YouGov 2011

2
Questions or comments?
Expressions of individual views by i
members of The Actuarial Profession
and its staff are encouraged. .
The views expressed in this presentation \"""'
are those of the presenter.
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Tips on formatting your presentation
in The Actuarial Profession’s style

Format

* Do not change the dimensions of the template. The size must remain as PPT Onscreen size
(4:3 - 25.4cm x 19.05cm) — do not resize to PPT A4 size

* Do not delete any elements in the master slides

Font

* The font is Arial — regular or bold weights can be used

* Text size must be 24pt as determined within the master slides. For optimum readability,
display no more than six to eight words per bullet and no more than six bullets per slide

Colours

* The AP colour palette is featured on the left hand side of every slide for your reference.
Do not use non AP colours

Punctuation

* Always write in sentence case, unless a proper noun is used. Do not use ampersands (&)

* Only use a full stop at the end of the bullet list.

PLEASE DELETE THIS SLIDE AFTER USE

©2010 The Actuarial Profession « www.actuaries.org.uk
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