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Extent of Solvency Il voluntary disclosures
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Extent of Solvency Il voluntary disclosures (cont.)
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Solvency Il cover ratios (Own funds over SCR) ranked by decreasing order, target ranges and credit ratings
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Required Capital by risk type
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Market and non-market sensitivities
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Capital

Quality of capital
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Solvency Il — Analysis of Movement
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Other voluntary disclosure

Economic Capital vs Pillar 1

Management actions

New business metrics
Embedded Value
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Example analyst questions

11

FY15 questions

11

11

(1
Munich Re were queried
on the options available
to utilise the high excess

What extent has the recent
market turmoil impacted the
capital positions?

AEGON FY15 ”

What is the organic
Sll capital cash
generation? 14

Prudential FY15 yy

Aviva were queried on the level
of diversification benefit
achieved from the integration of
Friends Life and how this
impacted guidance for growth in
solvency capital generation?
Aviva FY15

7

capital available. y
Munich Re FY15

11

What was the Own
Funds and SCR of the
Heritage With Profits
fund on a solo basis? 39

Standard Life FY15

Has annuity pricing for bulks
changed materially since SlI
came into force? Also is there a
preference for large bulks versus
existing retail annuity books?

L&GFY15 139

11

What is the impact

of transitional
measures in their
Sl ratio?

Aviva FY15 9y

HY16 questions

11
The 1 billion of underlying organic capital

into generation represents about 10% of
your opening SCR which annualises at
20% which is the top end of your peer
range. It is also relatively stable compared
to the 2 billion in 2015. Can we use that
as a starting point to build forward?

A: | think your analysis is correct. | mean,
clearly there are

some management actions in there that
benefit, which you have accounted for
them. b}

Prudential HY16

11
The IM approval is expected around
2018, do you have a rough
estimation of the impact?
A: We expect an impact of 10 -
15%, based on other competitors in
Europe. 9y
Delta Lloyd HY16

k6 Onthe 8%pts of capital generation you have
in Sll world in 1st half, how much is truly
underlying and how much down to volatility
and management actions

A: All underlying business, so there is not
much variance about this. ’

Generali HY16

13

Capital generation is running at the top end
if not above the 5 - 10% range. 3% is
allocated to management actions, what
about the rest?

A: We are in the early stages of Sll, and
are still working out how it will work. We are
generating the capital and we have a lot of
management actions still coming through.
Our guidance is still 5 to 10%, as we are
not optimised for Sll yet

Aviva HY16

11
Credit spread sensitivity is de minimis. At

the end of this year, you will have to
disclose without dampeners. How do you
think of credit risk in relation to
sensitivities?

A: VA is not something that will disappear
tomorrow. It's quite interesting, a lot of
companies who didn't apply on their
transitional Sl will be penalised compared
to those who did if VA is removed
overnight, therefore | don't think it will
happen. 1)

AXA HY16

1
How large is diversification benefit in SCR
and how has changed since SF basis (now

PIM)?

A: Significant but not disclosing arﬁmt

plan to. 9y = )
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Morgan Stanley

3 November 2016

Presentation to Life Conference 2016

Insurance II\E/IU?OISGGAN STANLEY RESEARCH
Solvency 2 & QRT — How will Analysts look at it? Insurance
Fulin Liang

fulin.liang@morganstanley.com
+44 20 7677-1464

Morgan Stanley does and seeks to do business with companies covered in Morgan Stanley Research. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of
Morgan Stanley Research. Investors should consider Morgan Stanley Research as only a single factor in making their investment decision.

For analyst certification and other important disclosures, refer to the Disclosure Section, located at the end of this report.

+= Analysts employed by non-U.S. affiliates are not registered with FINRA, may not be associated persons of the member and may not be subject to NASD/NYSE restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.



Agenda

MORGAN STANLEY RESEARCH

3 November, 2016

- Dividend drives European insurance equity story

- What analysts have now?

- What we’re expecting from QRT?
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MORGAN STANLEY RESEARCH

European equity story = Dividends

3 November, 2016

Falling dividend estimates for the insurers are typically associated with a rising dividend yield (i.e. the share price drops more than the dividend)

20 1 Insurance - N12M Dividend Revisions, 3MA (%pt) r 12.0

—|nsurance - Trailing DY (%opt, RHS)
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What’s driving dividend?

MORGAN STANLEY RESEARCH

3 November, 2016

According to Prudential Plc...

Dividend
dashboard

2.0x
1.5x e, 2.5x

s

olde IFRS
operating
profit cover

Free surplus
cover

Cash
cover

Financial
strength
ratings

Solvency i

cover

Investors’ Questions

How sensitive the solvency position is to the macro?
How does the capital position link to broader capital policy?
How comparable the numbers are?

What'’s the organic capital generation capacity?
How about local entity level solvency?

How sustainable the free surplus is?

How much capital required to invest in new business?
What if low yield for long?

What if XXX bubbles burst?

What if regulation changes?

Any management actions possible?
Potential to release excess capital (if any)?

15



MORGAN STANLEY RESEARCH

3 November, 2016

What analysts have now...

Solvency ratio and target range (i.e. management expectation), however:
-equivalence

-breakdown by region

-transitional

-MA/NVA/UFR benefits

-hedging

-comparability especially for internal model companies
-with-profits/pension schemes

Companies’ S2 ratio against target range at 1H16 Companies’ disclosure at FY15

Available Financial Resources (€bn)

Allianz
+ 1H16 Solvency 2 ratio
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What analysts have now...

MORGAN STANLEY RESEARCH

3 November, 2016

Sensitivities to interest rate, credit spread, equity market, UFR, sovereign spread, etc. however:

-no consistent way of implementing shocks
-sensitivities by region

-sensitivities to sovereign debt spreads
-exposures to specific sectors

-FX

Companies’ disclosures at FY15

Change in solvency ratio (ppts)
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Companies’ disclosures at FY15
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What analysts have now...

MORGAN STANLEY RESEARCH

3 November, 2016

Structure of available financial resources, however:
-VIF
-transitional

Companies’ disclosures at FY15

SIP
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X
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SCR by risk components, however:
-different granularity
-breakdown by region

Companies’ disclosures at FY15
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What analysts have now...

MORGAN STANLEY RESEARCH

3 November, 2016

Capital generation disclosures vary greatly:

- operating vs. management actions

- new business investment
- by region

- market movements

- pre/post dividend

- solvency ratio vs. amount

Prudential

31 December 20152
Modelling changes

2015 dividends paid

Operating experience?
Market effects

Currency movements

n
L=
@

=
=

°

w0

—

>

==

Sub-debt issuance

30 June 2016

Allianz
+0.4
72.7
+2.0 -5.8
P +1.7 69.3
-1.2
Own funds 205 R
ONSOo.
(EUR bn) - | — B
31.12.15 Regulatory / Operating SlI Market Dividends / Other 31.03.16
model changes earnings impact capital mgmt.
Sl capitalization 200% 196% 186%
- - ~ —
O Pre-tax operating +2.1
capital generation — +0.2 37.3
36.4 —
+0.2 1.3
-0.3
SCR
(EUR bn) - | — B
31.12.15 Regulatory / Business Market Management Other? 31.03.16
model changes evolution impact! actions
AXA Solvency Il ratio roll-forward
+8 pts
205% : T — +5 pt 197%
s
-5 pts _ _p ‘
-16 pts
FY15 Operating Dividend Market impact Subordinated 1H16
return excl. forex debt, forex & other
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MORGAN STANLEY RESEARCH

3 November, 2016

What we want for capital generation...

Variances / mkt

moves (F) Amortisation of
transitional
e o fras i Unwind of arrangement (G)
over risk free Unwind of Unwind of risk SCR (E) bividend (H)
(A) VAIUFR  New business margin (D)

(B) © ——

n
%) =
S o
_— S
o >
S 0p)]
0p] N
N (0p)
(92)] o
© £
c n
c S
(<)
o @)
O
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What we’re expecting from QRT?

MORGAN STANLEY RESEARCH

3 November, 2016

Public QRT

Non-Public QRT

» Transitional —requires capital generation to support
unwinding

* VA/IMA/RM - sensitive to regulatory changes

* Local entity level solvency —how much margin there is to
absorb volatility locally (without affecting their remittance to
Group)?

*Movement analysis

*Hedging of VA book

*Look-through

*Non-life claim development — to assess the sufficiency of
reserving

sInvestment in new business

*Shape of the liabilities — tail risk

21



Timing of 1St QRT

MORGAN STANLEY RESEARCH

3 November, 2016

Feb/Mar 2017 20 May 2017 1 July 2017 Oct-Dec 2017
Annual reports Solo SFCR Group SFCR Investor Conference
Jan 20%7 | | | season
>
\ ) ]
! Y
Any preparatory
communication from the - Analysts analyse the QRT and educate the
company? investors
How much will be disclosed - Communications from the companies would
voluntarily? be helpful

22



Further wish list

Solvency 2 vs. IFRS earnings

Embedded guarantees to policyholders

Comparability of 1-in-200 scenarios, especially the macro risks

More understanding of longevity risk

Consistency...

MORGAN STANLEY RESEARCH

3 November, 2016
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And more...

MORGAN STANLEY RESEARCH

3 November, 2016

What'’s the valuation metric in Solvency Il world?

24



MORGAN STANLEY RESEARCH

3 November, 2016

Disclosure section

Morgan Stanley does and seeks to do business with companies covered in Morgan Stanley Research. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of Morgan Stanley
Research. Investors should consider Morgan Stanley Research as only a single factor in making their investment decision.

Morgan Stanley & Co. International plc, authorized by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority and the Prudential Regulatory Authority, disseminates in the UK research that it has prepared,
and approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates. As used in this disclosure section, Morgan Stanley includes RMB Morgan
Stanley (Proprietary) Limited, Morgan Stanley & Co International plc and its affiliates.

For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan Stanley Research Disclosure Website at
www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.

For valuation methodology and risks associated with any recommendation, rating or price target referenced in this research report, please contact the Client Support Team as follows: US/Canada +1 800 303-2495; Hong Kong +852 2848-
5999; Latin America +1 718 754-5444 (U.S.); London +44 (0)20-7425-8169; Singapore +65 6834-6860; Sydney +61 (0)2-9770-1505; Tokyo +81 (0)3-6836-9000. Alternatively you may contact your investment representative or Morgan
Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.

Analyst Certification

The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and that they have not received and will not receive direct or indirect compensation in
exchange for expressing specific recommendations or views in this report: Fulin Liang, CFA.

Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.

Global Research Conflict Management Policy

Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at www.morganstanley.com/institutional/research/conflictpolicies.

Important US Regulatory Disclosures on Subject Companies

The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, including quality of research, investor client feedback, stock
picking, competitive factors, firm revenues and overall investment banking revenues. Equity Research analysts' or strategists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley
or the profitability or revenues of particular trading desks.

Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing liquidity, fund management, commercial banking, extension of credit,
investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the

debt of the Company or instruments discussed in this report. Morgan Stanley trades or may trade as principal in the debt securities (or in related derivatives) that are the subject of the debt research report.

Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
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MORGAN STANLEY RESEARCH

3 November, 2016

Disclosure section

STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover.
Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley
Research contains more complete information concerning the analyst's views, investors should carefully read Morgan Stanley Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research)
should not be used or relied upon as investment advice. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.

Global Stock Ratings Distribution

(as of September 30, 2016)

The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley
does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see definitions
below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations,

respectively.

Other Material Investment

Coverage Universe Investment Banking Clients (IBC) Services Clients (MISC)
Stock Rating % of % of % of % of
Category Count Total Count Total IBC Rating Category Count Total Other MISC
Overweight/Buy 1144 35% 261 40% 23% 566 36%
Equal-weight/Hold 1429 43% 303 46% 21% 713 45%
Not-Rated/Hold 73 2% 8 1% 11% 10 1%
Underweight/Sell 655 20% 84 13% 13% 287 18%
Total 3,301 656 1576

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment banking compensation in the last 12 months.

Analyst Stock Ratings
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MORGAN STANLEY RESEARCH

3 November, 2016

Disclosure section

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the
next 12-18 months.

Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as indicated below.

In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market benchmark, as indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated below.
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Management view of value: what would it look like?

- [im__

Market value of assets 2,000
Best estimate liabilities 1,000
Risk margin 300
Solvency Il value 700
Management view of Cost of Capital 100
Additional VIF from contract boundary lengthening 100
Reduction in BEL due to management view of liquidity premium allowance 100
Management view of diversification within risk margin 100
Allow for frictional cost of capital (20)
Use of real world rather than market consistent economics 100
Management view of value 1,180
Not(_e: these number are purely for presentational purposes and are not intended to represent ;;%5 nstitute
reality in any way. ;g;v’ig\ a?d Faculty
S of Actuaries
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Questions

The views expressed in this [publication/presentation] are those of invited contributors and not necessarily those of the IFOA. The IFOA do not endorse any of the
views stated, nor any claims or representations made in this [publication/presentation] and accept no responsibility or liability to any person for loss or damage
suffered as a consequence of their placing reliance upon any view, claim or representation made in this [publication/presentation].

The information and expressions of opinion contained in this publication are not intended to be a comprehensive study, nor to provide actuarial advice or advice
of any nature and should not be treated as a substitute for specific advice concerning individual situations. On no account may any part of this
[publication/presentation] be reproduced without the written permission of the IFoA [or authors, in the case of non-IFOA research].
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