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— What is Reinsurance?

Retro e Takes a share of ) (e Need for )
- risk to smooth DIreCt Insurer insurance

e Takes very high volatility and
risks to further provide capital e Provide insurance
smooth volatility support solution to clients
and achieve * Product/pricing e Transfer some
diversification and ‘ expertise risks to Reinsurer

capital arbitrage
\ Reinsurer \ Customers
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Benefit of reinsurance to consumers
and society

Provides e Risk diversification (including globally)
protection e Law of large numbers

Red uces e Reinsurers help set assumptions
. * Capital efficiency
price * Profit volatility management




Proportional (quota share/surplus) Reinsurer shares equally in Capacity, diversification,
premiums and claims volatility management,
reinsurance services

Excess of Loss Reinsurer covers losses once Volatility management,
above a certain level protection from large loses,
capital benefits

Catastrophe Reinsurer covers losses Volatility management,
related to a specific protection from large loses,
catastrophic event capital benefits

Financial Reinsurance Reinsurer provides capital Capital relief, liquidity

relief
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“*  Global Reinsurance Market

O Around 200 companies offering reinsurance.
U Global life reinsurance market is around $100 billion in written premiums.

...which results in a significant degree of
concentration

Market shares

Life reinsurance enjoys significant barriers to

entry...

OOCnly long-established life reinsurers with a
global presence are able to deliver economies
of scale and scope

OStrong capital base and ratings are needed

O Regulatory constraints apply

OLeng-term capital investments are essential
for successful participation in life reinsurance
business

Global life & health reinsurance

No successful global new entrant into the mTop3 mMTop4-5 ETop6-10 mOthers
life reinsurance market in the last 20 years
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Global Reinsurance Market

Life Inforce Reinsurance Market

B North America
M Latin America
W Europe

M Asia Pac

W Africa

O However, growth in Europe and North America has slowed down leaving Asia Pac as a
large growth engine globally

U Australian group business retendering every 2-3 years makes the Australian
reinsurance market one of the most active globally



AREE  Australian Reinsurance Market

d Around 20% of Australian life insurance inforce business is reinsured. New
business cessions tend to be higher.

O $280m of new individual business reinsured per year.
O Group reinsurance market is around $2.5b.

SCOR
@ Global Life Munich RE

PACIFICLIFERE
RGA

L 7 local life reinsurers:

@ Swiss Re

~
GenRe. hannover re
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Two Versions of Reinsurance
O A commodity O The provision of value-added
Q Just a price-driven product products and services

O Along-term partnership
O Consistency of supply over time

O Alocal presence with local
expertise
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=* Client Needs: Uses of Reinsurance

growth

Earnings Stabilize
o earnings
volatility Ve

Diversification

Knowledge
sharing
Product
development Process
reviews/audits

Risk
management
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Reinsurance in Ausiralia

Typically quota shares (10-50%)

Some surplus elements

Facultative reinsurance — eg larger
industry funds

Automatic treaty reinsurance — eg
corporate treaties

Typically surplus arrangements for
lump sum

Some surplus and quota share in IP

Most risks covered under an
automatic treaty

Very high sums insured dealt with on
a facultative basis
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Life is tough for reinsurers

12%

Profit (after tax) as % of revenue for

2015
10% U110

8%

6% -

4% -

2% -

0% -
Total market Reinsurers Insurers

Source: APRA Statistics
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Not quite!

Similar to direct insurers:

Business

\Development

Underwriting

Appointed

erNaluation
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Key differences: P

Treaties

.

Global R&D

Risk v sales focus

Market overview
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What is Reinsurance work like?
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Initial
marketing and
business
development

*Marketing to
insurers

eStrategic
alignment

Tender process

Implementation

*Risk appetite/ eTreaties
product design eBordereaux/

*Pricing data

oClient eClaims/
negotiations/ underwriting
presentations authorities

management

Business Process at a Reinsurer

+Experience
analysis
eClaims/
underwriting
cases
eTraining
eClient
relationship
management
*Global
insights
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What's next in reinsurance?

O Longevitye

O Big data?

O Predicative underwriting?

O Digital solutions?

U Medical developments and R&D?
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Thank you

Please be aware, that the information, statements, opinions, documents
(incl. copies, graphics, charts, pictures etc.) or any other material made
available to you during this presentation is solely the view of the
presenter and not of their employer. This information is provided without
any warranty, express or implied, including, but not limited to, warranties
of correctness, of completeness and of fitness for any particular purpose.






