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Access to big, non-traditional data has, is, and will affect every industry in the market, as well as usher in a few new
ones. In insurance, access to big data means the relationship between insurers and their customers is increasingly
complex and intimate. On the positive side, this encourages insurers to innovate and find ways to deliver value across
the customer lifecycle. However, it also invites questions of privacy, transparency, and what constitutes taking data
access ‘too far.’
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2.1 USING NON-TRADITIONAL DATA IN TRADITIONAL WAYS (M B4t 75 = EFIEE R ETE)

There’s no shortage of ways that big data influences and encourages innovation in the more traditional insurance
processes. New niche products can target small segments of the population for a fraction of the cost. Al can simplify
and improve accuracy in underwriting. Drone footage can determine which properties are more at risk in a natural
disaster zone. The possibilities across the broader industry are seemingly limitless.

EEBHRNRRAED  AREBUMUESERBEBIEIR - FRNEEm o DIMEIRERN BRI EH—/)
HHEE - Al JUBEEARABLRESERE - EAKBZEUILUAEREAKERMEANIME - KE

BERERN O BEM LT 2R,

Many forms of data that are not necessarily new to the insurance industry are changing. Whether that refers to the

data’s complexity, accessibility, or the way it’s collected and analyzed completely depends on the data and the

person/company collecting it. Data that will experience this kind of shift includes demographic, financial, government,
climate, medical, motor vehicle records, public records, and telematics.
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The industry will also have access to some relatively new kinds of data, particularly epigenetics data and digital
behavioral data. Epigenetics data refers to information pertaining to ‘cellular age.” This can predict how long one is
likely to live, whether or not they’re likely to avoid common diseases, etc. Digital behavioral data is possibly the most
valuable source of big data to insurance and comes in the form of wearables, apps, and online platforms that
constantly track behavior, habits, location, and health. This data can be used in everything from risk pricing, fraud
prevention, underwriting products, and more.
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With access to big data comes great responsibility. Insurers should be especially wary of predictive algorithms that
have the potential to inherit societal discriminatory prejudices through machine learning. While significant
advancements have been made, there is no agreed upon way to ensure Al and machine learning operate free of any
bias. Itis illegal for insurers to discriminate on the basis of race, religion, or national origin in the underwriting, pricing,
and claims processes, making integrating these new technologies tricky.
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On the more positive side of this equation, access to these big data sources provides endless opportunities for insurers
to meaningfully engage their customers. Companies placing the customer at the center of business decisions regularly

outperform those that don’t, and the insurance industry has the tools to enable this. Insurers that recognize this
potential and act on it can provide continuous value, helping customers live healthier, happier, and wealthier lives.
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2.2 USING NON-TRADITIONAL DATA IN NON-TRADITIONAL WAYS (LLIEE 4 75 X E A IEE FESE)

Outside of using non-traditional data to improve and innovate long-standing industry practices and processes, there
are plenty of new ways for actuaries and insurers to push traditional boundaries. At the center of this is the idea that
the insurance industry is moving away from a ‘detect and repair’ industry towards a more proactive ‘predict and
prevent.' Here are a few ways in which the insurance industry is actively working towards this shift:
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1. Risk Management and Wellness Programs: Perhaps the most intuitive way insurers can drive value for
customers is risk management and wellness programs, which provide insights and incentives to help
consumers improve their mental and physical well-being.

2. Patient Management Programs for the Chronically Ill: Partnerships between healthcare providers and
insurers can develop patient management programs for customers suffering from chronic diseases.

3. Value-Based Payment Models: These next-generation payment contracts can directly link individual behavior
with the management of chronic diseases, providing incentives for customers to improve their lives through
lifestyle insights and suggestions.

4. Pay-as-you-live and usage-based insurance: These pricing solutions will benefit consumers through
seamlessly interconnected insurance products, delivering continuous value through insights on health,
wealth, and safety.

5. Internet of things integration

6. Covering new risks
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2.3 BECOMING AN ACTUARY OF THE FUTURE (& E B B8 £ A9 R 3R)

Access to non-traditional, big data does more than shift the insurance industry, it changes what it means to be an
actuary. The actuary of the future will be part mathematician, part data scientist, part digital strategist, part computer
programmer, and part design thinker, integrating all these skills to make the most of new technologies and
partnerships alike. New data sources will provide a wealth of both structured and unstructured data that will allow
actuaries with the right programming skills to develop algorithms capable of efficiently working with massive datasets.
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More than anything, the actuaries of tomorrow will see their role shift towards the customer in ways it never has
before. As the insurance industry becomes simultaneously more customer centric and proactive, products, programs,
and services will reflect a more engaged customer base, ready to be engaged throughout the duration of their policies
through meaningful, value-driven initiatives. Actuaries will be at the center of this shift.
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The full research report can be found here: https://www.soa.org/resources/research-reports/2019/big-datafuture-

actuary/.
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With roots dating back to 1889, the Society of Actuaries (SOA) is the world’s largest actuarial professional organization
with more than 31,000 members. Through research and education, the SOA’s mission is to advance actuarial
knowledge and to enhance the ability of actuaries to provide expert advice and relevant solutions for financial,
business and societal challenges. The SOA’s vision is for actuaries to be the leading professionals in the measurement
and management of risk.

The SOA supports actuaries and advances knowledge through research and education. As part of its work, the SOA
seeks to inform public policy development and public understanding through research. The SOA aspires to be a trusted
source of objective, data-driven research and analysis with an actuarial perspective for its members, industry,
policymakers and the public. This distinct perspective comes from the SOA as an association of actuaries, who have a
rigorous formal education and direct experience as practitioners as they perform applied research. The SOA also
welcomes the opportunity to partner with other organizations in our work where appropriate.

The SOA has a history of working with public policymakers and regulators in developing historical experience studies
and projection techniques as well as individual reports on health care, retirement and other topics. The SOA’s research
is intended to aid the work of policymakers and regulators and follow certain core principles:

Objectivity: The SOA’s research informs and provides analysis that can be relied upon by other individuals or
organizations involved in public policy discussions. The SOA does not take advocacy positions or lobby specific policy
proposals.

Quality: The SOA aspires to the highest ethical and quality standards in all of its research and analysis. Our research
process is overseen by experienced actuaries and nonactuaries from a range of industry sectors and organizations. A
rigorous peer-review process ensures the quality and integrity of our work.

Relevance: The SOA provides timely research on public policy issues. Our research advances actuarial knowledge while
providing critical insights on key policy issues, and thereby provides value to stakeholders and decision makers.

Quantification: The SOA leverages the diverse skill sets of actuaries to provide research and findings that are driven
by the best available data and methods. Actuaries use detailed modeling to analyze financial risk and provide distinct
insight and quantification. Further, actuarial standards require transparency and the disclosure of the assumptions
and analytic approach underlying the work.
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