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Data in insurance today

Disclose all information that the insurer
determines is relevant to pricing their risk

Insurers rely on data to identify the

relevant pricing factors

Many other areas where insurers use data
e.g. marketing, analytics, valuations, etc
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Levels of Pricing Freedom

Unrestricted | E.g. Motor Insurance with
rating (Individual) telematics

Unrestricted ~ E.g. Most elements of motor,
rating (Group) - life and home insurance
Res.’rric’red , E.g. CTP and workers
Rating compensation
Community E.g. Health

Rqﬁng > Insurance
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How do you feel about the prospects of
big data?

Threatened
/Strongly h
Negative B Your job
Negative h
W Your company to
deliver services
Neutral - to clients
M Personally as a
consumer
Highly
Optimistic
0% 10% 20% 30% 40% 50% 60% 70%

Proportion of responses (%)



What are the implications on society?

Better Risk Signalling

- Insurers can take a proactive
role to reduce risk rather than
be reactive

- Develop services around risk
reduction

Greater Premium Dispersion

- Allows insurers to price at
granular levels

- Less element of cross-subsidy

Privacy Considerations

Risk Pooling still Relevant

No. of
Insurance
Consumers

Current —_—

Future (Big Data)

-
-
-
-
-
-

Implications

on society

Spread of Insurance Premiums

~ o
—
-~

_

Low Risk

Average Risk High Risk
Insurance Premium Levels
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Competitive Advantage

Lack of Information
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How might society benefit?

@ Driving Health and Lifestyle
Habits information

(Y
0 They fit a clever little Q

device into your car [ )

society

e The device measures
how well you drive
%
%
%

View feedback on how
you’re driving
Good drivers could save
money on their car insurance
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How might society benefit?

Improved Genetic 2 \ Connected
Information @2/ Homes and loT
&
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How might society benefit?

Near Future




4 Actuaries

instite How might society be
adversely impacted?

©

O-l Unaffordable 02 Privacy O “Fair” premium
Insurance concerns becomes undesirable?

@

04 SRii;iolling 05 Competition
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No. of
Insurance
Consumers

How might
society be
adversely
impacted?

Spread of Insurance Premiums

Current —_—

Future (Big Data)

i Area of unaffordable

l insurance

Low Risk Average Risk High Risk

Insurance Premium Levels 15
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O-l Unaffordable 02 Privacy O “Fair” premium
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O-l Unaffordable 02 Privacy 0 “Fair” premium
INsurance concerns becomes undesirable?
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fo charge IndIVIdUOIS the pnce Thof

reflects their risk level or do we want

fo ensure that everyone has access
to affordable insurancee¢”
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How do you interpret a "fair premium"?

Pooled: Everyone has access
to insurance (at an
affordable level)

Combination of both, but
leaning more towards
pooled

Combination of both, but
leaning more towards
personalised

Personalised: An individual's
risk is accurately reflected in
their premium

How might
society be
adversely
impacted?

4
3
1 I
Health Life Motor CTP insurance Home Worker's Investor
Insurance Insurance Insurance Insurance  Compensation compensation
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©

O-l Unaffordable 02 Privacy O “Fair” premium
INsurance concerns becomes undesirable?
&
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04 SRii;?olling
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Considerations for Policymakers
O-l Unaffordable

insurance
« Capinsurance premiums Consider:
* Risk sharing mechanisms «  What restrictions should be placed
+ Government to be “insurer of last on what an insurer may seek
resort” «  What responsibilities to place on

insurers

« Right of insured to understand
whether their social network footprint
or internet browsing history being
used
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Considerations for Policymakers g
(Cont’'d)

04 :ilgﬂ;uing"

«  Prevent insurance « Consider insurer’s « Review benefits and

pricing reflecting
uncontrollable risk
factors

responsibility fo share
knowledge of risk with
consumer

costs of increasing
data availability and
improving data use
Consider ways to
improve individuals’
ability fo access their
own data
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Enhancing Business Processes
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1
Initial

Where do you see yourself in two years?

Now

© 274

1.5 2 2.5 3 3.5 4 4.5 5

Developing

Defined
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Leading
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Considerations

for insurers

In two years
03€||
1 1.5 2 2.5 3 3.5 4 4.5 5
Initial Developing Defined Advanced Leading
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Where do you see yourself in two years?

for insurers

Now In two years

35% 35%
30% © 244 ¢ 3.01 © 230 & 294 30% © 343 © 3.89 © 323 3.
25% 25%
20% 20%
15% 15%
10% 10%
“ Ml AEIE bl I I
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Life Insurance  General Insurance Health Insurance  Non-insurance Life Insurance  General Insurance Health Insurance Non-insurance

1 m15 W2 725 W3 W35 4 W45 W5 ¢ Average 1 W15 W2 725 W3 M35 4 W45 W5 ¢ Average
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In which area do you believe the analysis of big

data would be most impactful?

Considerations

for insurers

Very high impact - 5

High impact - 4

w

Average impact -

N

Low impact -

Very low impact -1

Life Insurance General Insurance Health Insurance Non-insurance TOTAL
M Impact on Pricing B Impact on Underwriting
B Impact on Product development B Impact on Lead generation / Marketing

M Impact on Customer engagement and retention = Impact on Claims manangement
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Discussion




Thank youl!

Paul Swinhoe Alan Merten
pswinhoe@deloitte.com.au almerten@deloitte.com.au

Kaise Stephan Marc Mer
kstephan@deloitte.com.au mmer@deloitte.com.au
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