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A Tour Around the Globe...Olympic Rings
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Aging populations...
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Demographic trends from 2010 to 2050...
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Aging populations...

Munich RE =
The Living Benefits Continuum
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Aging populations...

LTC Headlines are Ubiquitous...

in actuarial publications & beyond...

Munich RE =
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Aging populations...
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The Basics of US LTC Insurance
what, where, wh y.
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According to the American Association for
Long-Term Care Insurance’s 2009 LTCI
Sourcehook, there are currently only 8.25
million Americans with LTC insurance




Aging populations...
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. Financial
Example: Genworth
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O coverage design of Long Term Care benefits:
= in-care facilities [Facility] vs. at-home [Home Care] (new since mid-90°s)
» reimbursement vs. fixed benefits

O benefit trigger is 2 out 6 ADL's (Activities of Daily Living) or dementia (Alzheimer's)

O benefit paying period variable from 1 year to whole life,
typical maximum benefit payment period: 3 or 4 years

0 benefit amount dependent on actual need, but maximum yearly amount and total
amount are defined. Lower benefit payments lead to longer benefit paying period
claims

O underwriting is at the same time strongly standardized

benefits rather stricter and better controlable in comparison to products
iIn some other countries (e.g. Germany)



Aging populations...

US LTC Market Development %O Munich RE =

rapidly chan
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0 Market Developments...

" slow starter Wno Buys LonGg-TErM
= 7 million lives covered in 2005 CARE INSURANCE?

= high claims — revised premiums and
specialist insurers

D Consumer V|eWS . A 15-Year Study J‘
= confusing choice (87% in 1990, 40% in \“r* L’
2005) 1990-2005 ;
= covered under Medicare (58% in 1990, [

20% in 2005) k
= will not need LTC services (56% in 1990, ‘
26% in 2005)
= 70% of non-buyers underestimate cost of
care (vs. 14% of buyers)




Aging populations...

Price Developments in the USA

stee}J

adjustments in 2010...
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Average Price Development for LTC-Insurance

300%

250%

200%

150%

100%

50%

0%

U rate adjustments
happens regularly
for LTC insurance
(but planned to be level)

O the adjustments in
2010 are
unconventionally
high

O did the companies
pass on all
necessary
adjustments?
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Aging populations...
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LTC Headlines from the USA in 2010 VQ)O Munich RE =

major Ia/yers feeling the pain...

Y/ /zzz7777722444744744047477247744274777747474447440040777ZZ77ZZZZZZZZ7Z7ZZZZ7// /7777777777 Z722z472422722244024

8.2010

M j :
E anulife May Up Prices on In-Force LTC]

P Selling

Ne .
11.11.‘2cl)1oLTC PO,lCles

ds that LTC
to Climb

survey Find
Costs Continue
22.4.2011

11



Aging populations... = g (&

i) O O =
o 2 #TllTl AMERICAS \ Munich RE =

Mﬂ')‘k: c

Problems with Assumptions *

California may limit rate increases.

on all fronts...
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Sensitivity

Lapse High Medium Lower than expected (on lapse supported

products)

Active Lives High Medium  Active life mortality — longevity risk

mortality

Claim recoveries High High

Disabled Lives High High Disabled life mortality — longevity risk

Mortality

Claim expenses High High Own costs, inflation expectations

Modeling High ? Interactions are oversimplified.

Interest High Hedged Most companies assume earn spread.

2 Rates lowered, large economic losses.
Expenses Medium Low
Regulation Medium Rising?  Rate increases get argued down.

12



Aging populations...

Summary of Lessons ( :>< ) Munich RE =

from the US Long Term Care Market
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1.

N o o0 &~ W DN

importance of proper product design — reimbursement vs. fixed; Home Care vs
facility; etc.

importance of having rates flexibility — i.e. cannot guarantee LTC premium rates
lower lapses for lapse supported products

importance of dementia claims and dynamics around this (uw; trends; etc.)
iImportance of mortality assumptions — for Active & Disabled Lives

market dynamics and competition can result in irrational behavior

pricing actuaries must be on the same page as the underwriters & claim
managers

future trends are not to be underestimated

= demographic and cultural changes in the soceity

= medical advancements for treatments of those needing care.

13



Aging populations... B
Alternative: Combination Products... vO( ) Munionre 2

not a new concept...
Y/ 7z

rpoilanl _ ]
e R — ’ O Life issued with LTC

d Cland LTC

O Disability policy can be
converted to LTC policy
between ages 55 and 65 with
no evidence, say

O etc.
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e.g. Life & LTC Plans
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O Success
= cost effective = market differentiator
= underwriting = market share
= simple ‘all-in-one’ product = multiple-source profit
= win-win = reduces risk

v" Mortgage repaid v' With age, more susceptible to
v Children no longer dependent needing long-term care
v Accumulated savings

Young Old Young Old
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Combination Products [ >\< ) Munich RE =
e.g. Whole Life & LTC Plan...
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O How it works?

= all of the Death Sum Assured can be available for LTC benefits

= small percentage can be made available per month until exhausted

Leveraging death benefit ) risk to insurer reduced.

Since cash values a'ready belong to policyholder and Death
Benefits are likely to be ;»aid soon anyway on most disables lives,
form of self-insurance.

Additional LTC Pool Cash Value
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The Rise of Combination Products

AMERICAS ! :’: ’ Munich RE =
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Convergence of Stand-alone and Combo Sales
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Source: Pension Protection Act& LTC Combo Products, June 2010
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Aging populations...
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ElderShield in Singapore...
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Shield against costs of long-term care

The costs can be hefty, o} - »
thus the need for r

ElderShield and

supplementary cover

Loma Tan
Senlor Correspondent

As our society ages, the issue of
long-term care becomes an ever-
more pressing concern for many

pst_)&e oportion of the la-

tion aged or older is now 7.3 per
cmtandlsexpectedtoreach 19per
2030.

Th means an increase from
235,000 elderly peogle in 1999 to
about 796,000 in 2030

Long-term care can be lengthy
and expensive, which was why
ElderShield - a severe disability in-
surance scheme - was introduced
in 2002 to provide some financial

on.
met.legzirShield works on an opt-out
basis, with premiums funded out of
Medisave.

The scheme has undergone
changes and, since 2007, supple-
mentary covers - which are on an

STPHOTO: NG SOR LUAN
%mxﬁmﬁgggymgg The proportion of elderly people is expected to reach 19 per cent by 2030. As long-term care can be lengthy and expensive, experts feel it is prudent for the young to begin planning early.

tection.

\*‘d »
"‘F" - G
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Aging populations...

Singapore vs USA LTC Munich RE =

fundamentally different plans...
/L L 777777742444

—

Average Issue Age 40 (basic) 61
Age Age 47 (supplementary — max
issue age 635)

Coverage Type Automatic Enrollment at age 40 Voluntary
- Opt-out (basic)
Voluntary (suppl.)

Benefit Trigger 3 ADL (basic) 2 ADL and/or dementia
3 ADL or 2 ADL (suppl.)

Benefit Period 72 Months (basic) 1 year to lifetime
Up to lifetime (suppl.)

Benefit Amount Predetermined flat amount Reimbursement with
basic of $400/mo, suppl. at most maximum yearly & total
$3.000/mo

Inflated benefit No Yes

Guaranteed Limited Pay to age 65 (Basic) — No

Premiums 5 year adjusted based on MoH

Limited to age 65 and Lifetime
Pay (suppl.) - adjustable

Assumptions Credible data available for below SOA study from 1984-
age 75 2004

19
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Genesis - product need...

(\ Q\O Munich RE =

The Genesis of SA ClI... e L J

Y/ 7z
O Critical lliness cover was “invented” by Dr Marius Barnard with the first critical illness product

being launched on the 6thof October 1983 in South Africa.

= heart attack,
= cancer,

= stroke and

= coronary artery by-pass graft (CABG).

O penetration is still relatively restricted and confined to the high-income market

O Individual Cl market is relatively large

21
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Genesis - product need...

L f’u\ Munich RE =

SA CI Product Space... e [

/L L 777777772744
Premium Structures: premiums are guaranteed on average for up to 10 years :

Benefit Structures:

Q0 most companies offer Cl on a standalone and accelerated basis

O “core” Cl policies that generally only cover the 4 main illnesses, making the cover more affordable than
compared to comprehensive policies.

O the minimum and maximum entry ages are usually 18 and 65 ANB respectively, and the benefit term is
either to age 65 or for life

O the maximum cover available is R5,000,000

U standalone products, a 14-day survival period is usually required before a critical illness claim is
admitted

O benefit amount is automatically reinstated following a claim event for conditions that are unrelated to the
event claimed for

U tiered Cl benefits form 60 — 70% of NB premium.

U standardised CI definitions — companies must also disclose grid:

SCIDEP severity level

Heart Attack

Stroke

CABG

Cancer

A

100%

100%

100%

100%

100%

75%

50%

75%

75%

50%

50%

50%

B
C
D

50%

25%

50%

25%




Genesis - product need...

Cl Tiered Cover — Challenges...
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O South Africa - 16 Industry standard definitions

Event

A B
Most severe level
of illness
Heart attack v v
Stroke v v
Cancer v v
CABG v v
0 Challenges

Increased complexity

uncertain and laborious claims processing
detailed rules regarding multiple payments
meeting real needs?

(£,

AFRICA

Severity Level

C

< N X X

\< ’ Munich RE

D

Least severe
level of illness

v

v
v
v
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Regulatory developments
i

Implications of Solvency Il Munich RE =
for the Insurance industry...

Y/ 7z
Solvency Il acts as a catalyst... ...to resolve some old industry issues

Long-
term
industry
Issues

Solutions to
these issues

Solvency Il brings more discipline to the industry




Regulatory developments

V- N
EUROPE

Companies Taking Part in QIS 5...

Munich RE
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Participation of 2,520 insurance undertakings of all 30 EEA member countries

Participation rate: 68%

» 1,284 P&C-insurers 51.0%
» 610 Life-Insurers 24.2%

» 336 Composite 13.4%
* 111 Reinsurers 4.4%
= 175 Captives 7.0%
Size:

» small 60.0%
* medium 31.4%
* |arge 8.6%

Source: EIOPA Report on fifth Quantitative Impact Study (QIS5) for Solvency I
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Regulatory developments

How Solvent are European Insurers
after QIS5?
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Munich RE =

m
Cc
X
O
T
m
i

Solvency ratio market average: 165% (compared to Solvency I: 310%)

more than 400% 13,90%

between 350% and 400% 5,30%
between 300% and 350% 7.,40%
between 250% and 300% 9,50%
between 200% and 250% 12,20%
between 150% and 200% 17,10%
between 120% and 150% 11,40%
between 100% and 120% 8,30%

between 75% and 100% 6,10%

less than 75% 8,80% eops

29% of undertakings have solvency ratios between 120% and 200%.

Almost 15% do not meet the SCR, while 4.7% not even meet the MCR.

Source: EIOPA Report on fifth Quantitative Impact Study (Q155) for Solvency |l
27



Regulatory developments
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BSCR Risk Composition... -
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Oversfedriskcharge ~ ALETELLE) Nonf sol )
. , 04+
Mﬂfkﬁl HSk ﬁ”% 328% T brpected vale The Basic Solvency
Capital Requirement
(o I I BT
\e—— Standard deviation Using  value-a-fisk
“ k 23 '(Of [}50-’ 021 Risk capil meastre with a
fes 1 J value at risk confidence level of 99.5%
N E);pected slw?rtfa\l " OVer a one-year period
e i 1l 0 | e
! 2 ruinonce in
. | ) .
Norfe sk Ui o4l R T 200 years
| | " Result
. 0 I chfeSree?j Insolvency
ntngbersk 1% 4% ik capic)

Largest risk component for life undertakings is market risk while
underwriting risk is predominant for non-life undertakings

Products with financial guarantees will be more costly
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Technological advances...

| i Munich RE =
The Rise of Direct ( )q- unic
driven b)/ technological change... 7
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©&» OLIVER WYMAN A PLAN FOR LIFE

ACTuARIES & RESEARCHERS

PRESS RELEASE Media contacts
Rachel Thong

rachel.thong@olivervyman.com

+65 6510 9738/+65 9681 6031

Rael Solomon
rsolomon@planforlife.com.au
+61 3 9886 4400

At an annual new business growth rate of 20%, Australian insurers

cannot afford to ignore the Direct Life business.

Sydney, July 3, 2012 - With Australia leading the way, Direct, which is insurance sold without a financial
advisor, has been growing at a significant rate as consumers become more confident with purchasing Life
insurance products through channels such as the web and smart-phone technology. More than 40% of new

insurance business in Australia is expected to come from Direct by 2021 reaching a sum of more than

$2 Billion.
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Technological advances...

e-underwriting

AUSTRALIA

T

N

4 P Munich RE
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|dentify big
impact
disclosures

Monitor
actual v
expected

Implement
changes

Analyse
customer
journey

Target
guestions/

processes
to improve

Sl



Technological advances
b b M h RE
Portfolio Analytlcs O el

data minin redictive underwriting...
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Technological advances...

Product Aggregators

allowin
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for product com/p

Australian

zzzzzzzz244

arisons & ratings...

Life Insurance

Income
Protection

About Us

0— Munich RE

AUSTRALIA

PHONE: 1300 559 558

Our Process Understanding Insurance

Total and
Permanent
Disability

Insurance Review

Comments

Zzzzzzzizzzzzz7z7zzz72zz2z777z27z7777722424047dz4744ddd
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Technological advances...

Individual Income Protection Products O
have the definitions become too generous... A4
TUSSS LS00 0 000 S0 S S S S S TS S S S S S S s s s v s v v v v
O multiple basis of own occ definitions - duties to %\ﬂ{/@
income to hours 5 ,,..-.’:0
5 Y

U benefits — fixed (agreed) vs. indemnity — agreed
value continues to be available for purchase

O benefit period — mainly to age 65 but some
legacy life-time benefits

d combinations — TPD on IP

U boosters — Cl booster; ADL booster

34



Technological advances...

Individual Income Protection Products O arn ?

- - - lfl I c
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AMP Investor Report
Half year 2011

Munich RE =

“The individual income protection and group risk stand alone products continue to generate claims experience losses. Higher
income protection claims is consistent with the current economic environment. During 1H 11 income protection claims assumptions
were strengthened.”

CommonwealthBank /

2011 Full year results
CommlInsure

“Underlying profit after tax of $254 million decreased 11% on the prior year: Life Insurance performance declined due to
higher claims in income protection and wholesale risk, balanced by strong growth in bank channels”

2011 Full year results
Suncorp Life

“Disability claims experience was unfavourable for both number of new claims and
duration of claims. Suncorp Life continues to focus on claims duration management’

35!
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Employee benefits...

Need for New Group Products

clear messa/ge from market surve

Y/ zzzzzzzzz
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Do you see the need or feel a

m No
mYes

Group pensions
Portability
Group LTC

Enhanced Group CI

///././/./////////////////////////////////////////////////////////////////////////////////////////////////

demand for new group employee products ?

G Munich RE 5=

Lo

SINGAPORE GROUP INSURANCE
MARKET SURVEY 2011

Munich Re, Singapore
Life Reinsurance
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Employee benefits...
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Products Currently Offered... | O\(_/'

Y/ zz77277777224747474747777777777277Z277Z77ZZZZZZZZZZZ7Z7/7ZZZZZZZZ~7~Z7~~7ZZ7/ /i

What types of group products is your company currently distributing ?

Life

AD&D

TPD

Disability Income
Critical lliness
Long Term Care
Medical

Dental

= Offering is mostly similar across participants

= Offering of Group CI and Dental is recent (+/- 10 years)

38



Employee benefits...
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Outlook for Group Products
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How do you perceive the future development of the following group products ?

®m Very Optimistic  m Optimistic ®Neutral ®Pessimistic ®Very Pessimistic

Life
AD&D
TPD
Disability Income
Criticall lliness
Long Term Care
Medical O
Dental
0 1 2 3 4 5 6

= One comment that market is not prepared for increased demand for DI and LTC

= Other comment that ClI may face issues from lack of standardization

39



Employee benefits...
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Latest Group Trends in India...
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0 Group market continues to see intense competition o el jged T |

O Increasing numbers participating on each quote
O Conversion rate less than 10% for the majority of insurers

O Increased focus on credit life business with price being the
key factor driving sales

INDIA GROUP

O Price and levels of FCL/ NML offered at renewal are critical MARKET SURVEY 2010
to retaining groups

0 Competition increasing for affinity groups

Munich RE =

For your company and from a competitive perspective, which aspects of group business
poses thhe greatest chhallenge?

Please ranmnk by 17 posing thhe greatest challenge, 'S posing thhe least chhallenge.

Administration
Underwvriti ng
Distributi on
Pricing

Product design

[ ] Rank 1 [ ] Rank 2 [ ] Rank 3 Rank < [ ] Rank S



Employee benefits...

Highlights from China Group Survey...
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« This study focus on Group Life Insurance business only
¢ Direct market channel is still the main sales channel for group insurance business , which

i
=
—

Munich RE

contributed almost 55% of the total group insurance premium

« Accidental insurance products got 45% of the total group insurance ,which was the
highest measured by premium volume

« For the highest sales proportion of three main special accident products, 85% of the
companies selected traffic accident insurance, 1% of the companies chose
construction accident insurance

o 59%o0f the companies believe that they suffer a severe competition in accidental
insurance

o 55% of the companies believe that premium rate is the primary point of competition

e For enhancing the competitiveness of group insurance business,94% of the companies
chose improving products to be the key consideration.

« Manufacturing is the major group client industry, in 57% of the companies

« Beijingis the major group insurance region ,in 75% of the companies

e The group size which is less than 50 insureds got the highest ratio (54%) of all group
sizes measured by premium volume

o 47% of the companies paid more than 30% commission rate in broker channel

o 50% of the companies had a claim ratio of more than 90% in enterprise supplementary
medical insurance

e 56% of the companies had a claim ratio of less than 40% in broker channel

+ Shanghai region suffered the highest claim ratio, in 50% of the companies

¢ Less than 30% of the quotation offers were accepted by the clients ,in 69% of the
companies

o 56% of the companies believe that the attractiveness of product design is an important
means to improve the sustained rate

o 75% of the companies chose Munich Re to be the group reinsurer, which means Munich
Reis the top 1 of all foreign reinsurers in mainland China

o 50% of the companies set their reinsurance retention to be less than RMB 0.5 m

o 94%o0f the companies set profit increasing to be the one of their key objectives

o G63%o0f the companies pretty met their objectives in 2009 on premium size

o 75%o0f the companies thought pricing and sales channel were facing the biggest
challenge

FRRBRRATERS A

o 50%of the companies are very optimistic about group insurance market in the future
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Highlights
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2010 GROUP INSURANCE
MARKET SURVEY

+ Scope only includes Group Life Insurance business

+ For 72% of the companies, group medical business contributed over 50%
of total group business

« The broker channel generated over 50% of the group life business in 67%
of the companies

+ B companies were named as the NO. 1 competitor

« The highest free cover limit offered by 50% of the companies was less
than or equal to HKD 6m in the past year

+ 56% of the companies had a claim ratio of less than or equal to 40%

+ 82% of the companies had more than 75% of the data available before
providing a gquotation

+ 81% of the companies were only able to convert less than 10% of quotations

into new business. For lost quotations, 50% were due to a price difference of Product Offering
between 11% and 20% Group cdica] I | 0

« Over 70% of the companies retained greater than 80% of their business Group C! S (%'

measured both by number of cases and by premium size Group O I © 44
. of the companies set their to less than or Group ACD | {00
equal to HKD 1m. GroupTPD ————— ] 0
s« The best support that offered by reinsurers is Knowledge of the local (roup Life - N 1%

environment needs to be improved most
Total number of companies: 18
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Summary - “GREAT” New of Products
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enesis — e.g. Cl product in South Africa

egulations — e.g. Sll impact on investment products in Europe

mployee benefits — e.g. Group business in Asia

ging Populations —e.g. LTC in the US

. echnological Advances — e.g. Direct in Australian
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THANK YOU VERY MUCH FOR YOUR ATTENTION

Gavin R. Maistry, FSA, FSAS, CERA, CFA
Chief Actuary, Life APAC
gmaistry@munichre.com
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