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When playing as a slideshow, this slide will display live content

Poll: In your opinion, which of the
following areas is the most challenging in
digital transformation for insurance?



When playing as a slideshow, this slide will display live content

Poll: In your opinion, how would Online
Insurance, Big Data, Artificial Intelligence,
Cloud Computing, and Biometrics
Identification be impactful to your
company growth in next five years? Scale
5 is the most impactful.



When playing as a slideshow, this slide will display live content

Poll: How would you describe the current
status of your company’s investment in
Insurtech?



When playing as a slideshow, this slide will display live content

Poll: In your opinion, which of the
following approaches is the most practical
for incumbent insurers to collect more
data?
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Agenda

e 2017, the first year of InsurTech era in China
* Changes to China’s insurance business

* Major challenges going forward
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2017, the first year of InsurTech era in
China
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What makes 2017 the turning point?

e Prevention financial risk and regulatory tightening is the theme of
China’s financial policy in 2017

Since the 2011 Financial Sector Assessment Representative financial regulatory For insurance industry

Program, China’s impressive economic growth has measures taken in 2017 e Asset driven business model
continued, and it is now undertaking a necessary  Set up the Financial Stability and represented by insurers like Anbang
but prolonged economic and financial Development Committee under China’s coming to an end.

transformation. While the financial system has State Council for the purpose of

facilitated this high growth rate, it has developed strengthening coordination between fi- «  Selling high volume of short-term
rap/'d/y/'n 5/'zeandcomp/ex/tyandithas emergedas nancial regulators and supplement- products with little insurance content
one of the world’s /argest with financial assets at ing regulatory shortcomings that are similar to WMPs and bank
nearly 470 percent of GDP. e Over 20 key financial regulatory rules deposits were curbed.

Tensions, however, have emerged in various areas were released and over CNY 8 billion

of the Chinese financial system. .... regulatory penalty charged which is

The system’s increasing complexity has sown record high.

financial stability risks.

- IMF Financial System Stability Assessment of PR China, 2017
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What makes 2017 the turning point?

 The small and medium-sized insurers’ business development met
difficulties under insurance industry’s transformation




What makes 2017 the turning point?

* In 2017, Ping An unveiled its “Finance + Technology” strategy which
has powerful demonstration effect to the other insurance players




What makes 2017 the turning point?

e By the end of 2017, the top internet giants in China have all entered
into insurance industry

/\ 2 A\
A AME 1% "ﬂl Insurance
M ZhongAn Insurance Brokerage Firm
Ant Insurance General Insurance Brokerage
Agency Firm Firm
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What drives the rapid development?

e Large unmet insurance needs — life side

Mortality protection gap Mortality protection gap per working
person with dependent

Source: Swiss Re
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What drives the rapid development?

e Large unmet insurance needs — health side

Health protection gap ( USD billion ) Health protection gap per household

0

Source: Swiss Re
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What drives the rapid development?

e Data: not only huge volume but also advantage in access to wider variety

e 829 million internet population
. e sl : WeChat, an app owned by Chinese technology
e 817 million mobile internet population . )
company Tencent, allows users to “hail a taxi,

order a meal, book a hotel, manage a phone bill,
and buy a flight to the United States, all without
ever leaving the app.” — Kai-Fu Lee

e 600 million online payment user
e 583 million mobile payment user
e 610 million online shopping user

In the United States, these services, and thus the
410 million online travel booking user data, are divided between such firms as Uber,

Postmates, Expedia, Verizon, and Venmo

e 27.6 hours spent online per week

Source: China Internet Network Information Center
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What drives the rapid development?

e China is catching up on capabilities of core technologies

Who is winning the Al race?

Chinese companies focus more
on business model innovation
Research : : : and the application of
technologies than on the
technology itself

Talent

Development

Adoption
Data
Hardware
Total

Source: Center for Data Innovation
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The changes to China’s insurance

business- with focus on product
development
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Long term annuity insurance — lack of flexibility?

Can be purchased
anytime, anywhere, any
amount

Receilve cash dividend on

@ monthly basis




Insurance is not social product?

Instead of purchasing the product
by yourself alone, share the
purchase linkage to your friends
and invite your friends to join
together. Your friends’
participation can help increase your
policy’s sum assured.
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Insurance is No Fun?

* The different experience with Wesure

Free gifts offered for opening up Wesure

ATTRACTIVE
Willing to come in and take a look. No
pressure to make purchase.
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Insurance is No Fun?
* The different experience with Wesure

Various games to attract you
keep coming back and spending
more time on Wesure

Fun
Earn credits for some very simple
activity such as joining a hot topic
discussion or looking into an
insurance product or adding
Wesure to the list of your favorite
mini-programs

¢ ’ SOCIETY OF —
( ACTUARIES. B3 milliman




Insurance: To be or not to be?

=  On 16 Oct 2018, Trust Mutual Insurance Company and Ant Financial jointly launched
“Xiang Hu Bao”, which was declared as a critical illness insurance product*
underwritten by Trust Mutual.

= 3,000,000 people joined within 3 days
10,000,000 people joined within 10days
= Why itis so popular?

0 O cost to join. Each participant will share the cost of claim benefit equally with cap
limit of CNY 0.1 per claim case
O Enhanced transparency and security:
*  Claim materials are available to all the participants for publicity.
 Iftheinsured and Trust Mutual could not reach agreement on claims settlement, the case
could be submitted to internal jury whose members are existing participants of the plan
*  Use blockchain to record all the data
e Trust Mutual charges 10% of each claim amount as its only source of revenue

= The product quickly caused big controversy in the industry. The regulator stepped in and
made investigations on the case.

* The insured will receive CNY 300K ( aged 0-39 ) or CNY 100K ( aged 40-59 ) if he/she is dragonized one of the 100 dread diseased for
the first time during the 1 year insurance period after 90 days waiting period.
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Insurance: To be or not to be?

= On 27 Nov 2018, Trust Mutual Insurance Company and Ant Financial announced that
“Xiang Hu Bao” changed from an insurance product to a mutual aid program operated
by Ant Financial due to notice from regulator stating that the previous plan is not
consistent with the insurance policy provision filed with the regulator

= 30,000,000 people joined within 2months
80,000,000 people joined within 9 months
=  What are the key differences?

0 No involvement from insurance company.

O Ant Financial charges 8% instead of 10% of each claim amount as its only source of
revenue of running the program

O Ant Financial promised that each participant’s share of claim benefit for 2019 is
capped at CNY 188 with any additional amount covered by Ant Financial

O If the number of participants dropped to less than 3.3 million in the future, the
program will not be dissolved immediately. Instead, Ant Financial will extend the
protection for another year.
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Implications to actuaries

Traditional Actuary II» Digital Actuary

New Mindset:

Dynamic analytical
capabilities with better Customer oriented
tools to deal with the Competition from

Deep understanding of
insurance company’s
new/complex/real time non-insurance
data and new companies
emerging risk.

financial performance
and their policy-holders.
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Major challenges
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Major challenges

Competition
from non-
insurers

Digitalization
capabilities

Risk
management
capabilities
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The Future is Now

Sharon Huang, FSA, FCAA

Director and Consulting Actuary
Milliman

sharon.huang@milliman.com
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The Operational Problem/Reality

e Each line represents hundreds of pieces
of data flowing between counter-
parties

e The life insurance industry does not
have a widely adopted data standard to
share information

* |t's even more complicated as the lines
are bi-directional. Premium data
flowing to the right, and claims data
flowing to the left

* To evolve, the insurance industry needs
to solve for these inefficiencies
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The Money ... How Much?

Global Insurtech Funding
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B Asia Pacific 1,226 220 1,898 946 861
Americas 1,272 1,297 1,021 3,026 2,642
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Middle East 4 4 29 3 22
Africa 1 2 2 2 2
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The Money ... Where is it Going?
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The Signal In the Noise
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Swim Lanes?
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RGAX to Acquire LOGIQ?® Group

Subsidiary of Reinsurance Group of America, Incorporated to Expand Technology and Service Offerings to the Insurance
Industry

January 08, 2018 09:25 AM Eastern Standard Time

ST. LOUIS—(BUSINESS WIRE)--RGAx, a subsidiary of Reinsurance Group of America, Incorporated (NYSE: RGA) today announced
that it has agreed to acquire LOGIQ? Inc. — a group of companies that provides technology, consulting, and outsourcing solutions to the
North American life insurance and reinsurance industry. The LOGIQ® Group includes LOGIQ® Corp., APEXA, Cookhouse Lab, and
Tindall Associates Inc. (TAI).
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