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European insurers are global

Global distribution of insurance premiums

(2009)
_ Oceania &
Latin Africa
America & 3%
Caribbean

e European insurance
Industry is the largest
worldwide

3%

e Around 5,100 insurers
In the EU

Source: Swiss Re, Sigma No 2/2010: “World insurance in 2009”
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Solvency Il — Regulation to support the development of
Insurers in the European Union

e Economic risk based approach
 Rewards good risk management

 More responsibility for the senior
management

 Fosters and demands greater
supervisory convergence across the EU




Solvency Il Is based on the pillars

Group supervision
and cross-sectoral convergence

1. Groups are recognised as an economic entity
=> supervision on a consolidated basis
(diversification effects, group risks)

2. Compatibility with banking rules (financial conglomerates)

Pillar 1: quantitative
requirements

Pillar 2: qualitative
requirements and
supervision

Pillar 3: prudential
reporting and public
disclosure

1. Harmonised calculation of

technical provisions

2. "Prudent person" approach
instead of current quantitative
restrictions

3. Two capital requirements:
the Solvency Capital
Requirement (SCR) and the
Minimum Capital Requirement
(MCR)

1. Qualitative requirements to
cover risks which are not
captured in the SCR

2. Enhanced internal control,
governance, and risk
management + solvency self-
assessment

3. Strengthened supervisory
review, harmonised
supervisory standards and
practices

1. Common European
reporting tools

2. Public disclosure of the
financial condition and
solvency report

(market discipline, as
participants prefer sound
healthy companies)
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Solvency Il — 4 main principal objectives

 Deepen the EU Single Market
— economies of scale

— risk diversification
 Enhance policyholder protection

* Improve (international) competitiveness of EU
Insurers

e Better Regulation




International iIssues

Group supervision
— First step in 1998 (insurance group directive)
— New approach in Solvency II: economic reality of groups

Solvency Il is based on latest international
developments (IAIS, IASB, banking supervision)

Support for ComFrame: international standards for
risk-based supervision and strong policy holder
protection

Solvency Il and equivalence




Conclusions

e |nsurance iIs a global business

e Solvency Il supports international
competitiveness of insurers in the EU

 EU supports ComFrame

* A new generation of international standards
should be adopted !
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INDIA: EMERGING INSURANCE
MARKET'S ENVIRONMENT

A Presentation by

Mr. M. RAMAPRASAD, Member (Non-Life),
Insurance Regulatory & Development Authority, India



AGENDA

India Insurance Industry Status

Life Insurance

General Insurance

Insurance Regulatory Framework
Insurance laws (Amendment) Bill, 2008

Potential of Indian Insurance market



INDIA INSURANCE INDUSTRY



INDIA INSURANCE INDUSTRY STATUS

Life Non-Life

2000 2010 2010 2000
Number of players 1 23 LI 249 4
Premium income 2_15CAGR: 31'8%0. 20-8% 5 59
(USD billions)
Insurance Penetration ~1.29 4.619% [ : ~0.4%
Prem as % of GDP (2009) ‘ B
Insurance Density ~6.22 52.8 I 7.02 ~2 29
Prem per capita (USD) (2009) -.

(2) Includes 4 nationalised companies Kt{

Source: IRDA, Swiss Re

Number of Brokers — 298; TPA's - 27; Agents — 3.2 mn; Surveyors & Loss Assessors —

12,420 (As at 315t March, 2010) .



INSURERS, RE-INSURER (AS AT 31st March, 2010) (USD billion)

Pvt PSU Total g
00
Insurer _ _ _ FDI to Total
N Equity N Equity N Equity Equity

Life 22 4.67 1| 0.001 23 4.67 1.12 24.04
General 14 0.70 4 0.12 18 0.82 0.17 21.08
Spl. 0 0 2 0.24 2 0.24 0 -
Govt Ins.
S el 3 0.10 0 0 3 0.10 0.03 25.62
Insurer
Re- 0 0 1| o010 1 0.10 0 -
insurer
Total 39 5.47 8 0.46 47 5.93 1.32 22.28




LIFE INSURANCE



Details 06-07 07-08 08-09
Total Sg;’igg‘;as 3% | 3499% | 37.7% | 32.5%
Of which, Household
Financial Savings as 324 % 22.60% | 22.60%
% of Total Savings
Out of Household Financial Savings
Deposits & Currency 64.3 % 67.5% | 71.00%
Life Insurance 14.4 % 16.9 % 19.5%
Mutual Funds 52% 7.7 % -1.4%
Postal Life Insurance 0.3% 0.4 % 0.3%
Others 15.8 % 7.5% 10.6%

80.00%
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60.00%
50.00%
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10.00%

0.00%

-10.00%

Household Financial Savings

Currency Insurance

Funds

LIFE INSURANCE AS A % OF HOUSEHOLD FINANCIAL SAVINGS

Insurance

Source: RBI Publication



1st YEAR PREMIUM - LIC & PVT. SECTOR (LIFE INSURERS)

USD bn
Life Cos 01-02 | 07-08 08-09 09-10

PVT 0.06 7.49 7.59 8.53

(4000%) | (73.56%) (1.29%) | (12.36%)

MKT 1% 36% 39% 35%
Share

LIC 4.35 13.33 11.82 15.89

(102%) | (6.71%) | (-11.36%) | (34.49%)

MKT 99% 64% 61% 65%
Share

Total 4.41 20.83 19.41 24.42

(104%) | (23.88%) | (-7.31%) | (25.84%)

Note: Figures in brackets represents growth over previous year

0

First Year Premium - Life Insurers

——LIC

——Private

01-0202-03 03-04 04-05 05-06 06-0707-0803-08 03-10




AV GROWTH OF TOTAL PREM — PRE & POST LIBERALIZATION

USD bn

Life Insurers 1996-97 2000-01 | 2001-02 2009-10
Private Sector - 0.001 0.06 17.64
Public Sector 3.62 7.75 11.07 41.35
Grand Total 3.62 7.75 11.13 58.99
Av. growth 19.78% 25.88%




LIFE INSURANCE - TRENDS

Growth of Life Insurance industry has been exceptional as compared to

other segments of the financial sector in India for (2004-10)

Life Insurance penetration has increased from 1.77% in 2000 to 4.60% in
2009 and density from USD 7.60 in 2000 to USD 52.82 in 2009

The equity capital in life insurance industry stands at USD 5.93 bn

Total Assets Under Management around USD 269.43 bn as on March
2010

Life insurance industry is a significant investor in capital market

Insurance Industry continues to mop retail household savings, which in

turn contribute to Capital Market

10



GENERAL INSURANCE



GROSS WRITTEN PREMIUM - GENERAL INSURERS

USD bn

General

01-02 07-08 08-09  [09-10
Insurers
0.1 2.44 2.80 3.16
PVT Sector | 6450 o) | (27.12%) | (10.8 %) |(13.14%)
Ml 4 % 40 % 41% | 41 %
Share
oL 2.44 3.74 4.01 458
(12.04%) | (3.52 %) | (13.52 %) |(14.20%)
Mkt 96 % 60 % 50% | 59 %
Share
Total 2.54 6.18 6.81 7.74
(16.72 %) | (11.72 %) | (12.44 %) |(13.76%)

Note: Figures in brackets represents growth over previous year

Gross Direct Premium - General Insurers
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AV GROWTH OF TOTAL PREM - PRE & POST LIBERALIZATION

USD bn
General Insurers 1996-97 2000-01 2001-02 2009-10
Private Sector - 0.002 0.10 3.11
Public Sector 1.63 2.18 2.44 4.85
Grand Total 1.63 2.18 2.54 7.96
Av. Growth 9.66% 15.80%

13



GENERAL INSURANCE - TRENDS

Growth of General Insurance industry has been moderate because of
detariffing

Direct benefit to policyholder by way of reduction in premiums

Introduction of over 200 innovative add-on covers in fire, motor & engineering
segments

Increase over 22% p.a. in no of policies issued by general insurers from 46.6
mn in 2006-07 to 67.34 mn policies in 2009-10

Sustained Underwriting Losses — comfort of cross subsidy between

business segments no more available
Unsustainable dependence on Investment Incomes

High fixed Cost — a matter of concern due to high and increasing expenses
& commissions



INSURANCE REGULATORY
FRAMEWORK



MISSION AND COMPOSITION OF AUTHORITY

» Mission - To protect the interests of the policyholders, to
regulate, promote and ensure orderly growth of the insurance
industry and for matters connected therewith or incidental thereto

» Composition - IRDA Act, 1999 provides that the Authority shall
consist of the following members:

— Chairperson

— Not more than five whole-time members

— Not more than four part-time members

» Presently the Authority has a complement of following members:
— Chairman
— Four full-time members
— Four part-time members

16



INSURANCE REGULATORY FRAMEWORK

¢ Insurance Act 1938
e |[RDA Act 1999

e |RDA Protection of Policyholder’s
Interests 2002

e |[RDA Micro Insurance Regulations 2005

e Regulation & Supervision
e Policyholder Protection

e Market Development

e Ensuring Market Conduct

e |[ssuing Circulars, Amendments,
Guidelines




INSURANCE LAWS
(AMENDMENT) BILL, 2008



REGULATORY CHANGES

Foreign equity in Indian insurance company proposed to be raised from
26% to 49%

Foreign re-insurers are to be permitted to open branches only for re-

Insurance business in India

Lloyd's in insurance in India subject to separate regulations
“Health insurance business* defined

Obligatory underwriting of third party risks of motor vehicles

Responsibility of appointing insurance agents shifted to insurers from

IRDA, however IRDA to prescribe eligibility, qualifications and other norms
Flexibility to raise capital through other forms instead of Equity alone

Timeframe for capping dis-investment by Indian promoter removed



POTENTIAL OF INDIAN
INSURANCE MARKET



MARKET POTENTIAL — NO. OF INSURERS

Countries No. of Insurers
UK 500
Germany 800
USA 2200
Hong Kong 203
Japan 84
Korea 50
Philippines 122
Singapore 52
Indonesia 141
India 44

21



MARKET POTENTIAL — LIFE INSURANCE

Overall market size estimated at US S 90 billion by 2015 (currently
US S 65 bn)

High net worth customers will drive product sophistication and
Innovation

Single premium policies to gain in popularity
On the positive side the size of the market is expanding

Life Insurance penetration & insurance density still low at 4.61% and
US S 52.28 (as against 10-11% & US S 1500 in developed economies)

A 1.2 bn population with young demographic profile
Group insurance business to increase manifold

Retirement benefit reforms to gain further momentum — particularly

in the unorganised sector
22



I MARKET POTENTIAL — NON-LIFE INSURANCE

Overall market size estimated at US S 15 billion by 2015 (currently
US S 9.8 bn)

Intensifying competition will result in tailor made products.

large untapped market foreseen for a) health insurance; b) credit
insurance; c) crop and cattle insurance

Insurance penetration & insurance density very low at 0.6% and
US S 7.02 (as against 7-8% & US S 1200 in developed economies)

High GDP growth rate ~ 8.5% and focus on infrastructure
Rural insurance to attract more and more players

Personal lines of business to be engine of growth for non-life
industry



MARKET POTENTIAL — HEALTH INSURANCE

Total no. of Indian middle class consumers — 350 million

No. of persons employed in Central Govt, State Govt. and PSU’s
enjoying health care facilities — 30 million

Potential Customers — 350 million

No. of persons covered health insurance — 10 million

Market for uncovered persons — 310 million

Premium collected by insurers in 2009-10 — USD 2.6 bn
Current estimated market for health insurance — USD 25 bn
Only 10% of the premium of health insurance is being tapped.

24



PROGRESSION OF INSURANCE
PRODUCTS

= I I

money back
policy - ~98% of
total premium
income

Products with
guaranteed
returns, limited, if
any term

Products viewed
as necessary evil
for tax-breaks




PROGRESSION OF INSURANCE
PRODUCTS

= I I

Insurance
products (except
motor) virtually
nil

Corporates
buying Non life



CONCLUSION



=

CONCLUSION
. Lﬁegulatory framework in tune with best international

practices
 Efforts to promote confidence and ensure its
credibility

* New players need to recognize that insurance
business demands patience and endurance

e Opening up means new products, better packaging
and improved customer service

* Need to explore new distribution and marketing
channels


발표자
프레젠테이션 노트
Opening up of the Indian insurance market for private participation has been extremely smooth.  
Regulatory framework has been established keeping in view some of the best practices available in the world.  
Generated confidence in the Indian market.  
Efforts of the Authority are to sustain this confidence. 
New players need to recognize the fact that they are in a business that demands patience and endurance 
It involves earning the trust of customers and building a long term relation with them. 


CONCLUSION

otential buyers lie in the middle class

* Need for proper market segmentation and forging
strategic alliances

e \Vast untapped potential in the rural sector
e By ignoring rural India an opportunity shall be lost

 Insurance penetration has to be deepened across
geographical areas

e |t would be the endeavour of the IRDA to facilitate this
change


발표자
프레젠테이션 노트
Opening up the sector means :
 new products
 better packaging, and
 improved customer service. 
Both new and existing players will have to explore new distribution and marketing channels. 
Potential buyers for most of this insurance do not necessarily lie in the urban middle class. 
Vast untapped potential in the rural sector:
people have the same aspirations as their urban neighbours 
poorer access to the tools of financial planning.
 Insurers must segment the market carefully to reach out to rural customers
Products
Pricing
Forging strategic alliances. 
Those who tend to ignore rural India will miss an opportunity.


THANK YOU

Contact e mail: mramaprasad @irda.gov.in



A Big Cake for Korean Life
Insurance Big names?
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Agenda

. Why Is China attractive to foreign
Insurance companies?

. The performance of foreign insurance
companies in China’s insurance market



* Note: foreign insurance company Is the
Insurance company with foreign equity interest
more than 25 percent.

----the regulation of foreign insurance companies.

 There are many insurance companies with
foreign equity interest less than 25 percent, such
as China Life, Ping An, CPIC, Huatal, etc..

 Now, all the foreign life insurance companies
have a 50-50 equity interest, except AlG.



The Size of China’s Insurance
Market 5 Years Later

e By the end of 2015, the premium of the whole country
will be 3000 billion RMB, the insurance penetration will
be 5%, and the insurance density will be 2100RMB per
capita. The asset of insurance industry will be 10 000
billion RMB.

---the 12th 5 year plan, CIRC
e 2010, premium:1452.79 billion
. Insurance penetration: 3.6%

. 1052RMB per capita

e --WWW.CIrc.gov.cn



China’s Economy Will Be Bigger?

. The second economy in the world;

2010, GDP398 000 billion RMB
2015, GDP?7??

* No doubt, it will be bigger and bigger



The

rrd Chinese equivalents

GDP
2010, $bn
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The Huge Demand for insurance

1. A better social security system will have
a long way to go, there are lots of
Improvement so far though.

2. Many people have no insurance policies
at all, even they have already known the
Importance of insurance.



How many foreign insurance

companies in China in 2010
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Where are they from?

e OECD countries and Taiwan



Who?

MANULIFE

AIG

CPIC ING

ALLIANZ

AXA

CITIC PRUDENTIAL

COLONTAL

EVERBRGIGHT SUNLIFE

GENERALI

AVIVA

CIGNA

NISSAY

AEGON

STANDARD

ING

SKANDIA

CATHY

LIANTAT METLIFE

GREAT EASTERN




The Performance of Foreign Life
Insurance Companies



The Comparison of the Market Share of Sino and Foreign
Life Insurance Companies (2004-2010)

(note:20 billion RMB premium of General i
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Market share of foreign life insurance
companies in different provinces)

30%

250 4

20% 1 " 2006
P | = 2007
15% 1 2008
10% + | 2009
2010
| 1B .. .
l s 8

0% + T

Ikt Wit ENEEaY
2006 2007 2008 2009 2010
Beijing 14% 23% 17% 18% 20%
Shanghai 21% 30% 18% 20% 22%
Tianjin 10% 15% 11% 6% 8%
JiangSu 0% 4% 4% 6% 4%
Hubei 0% 1% 1% 1% 1%

201§h1n§v 6% 8% 5% 5% 5% 13



one feature of China life insurance market:
|t is big, but not same big among all provinces
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Same opportunities, different
performances



Comparison: Premium revenue and growth rate
between foreign insurance companies
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Some foreign insurance companies

are struggling for profits

Net profit (2010)
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Some companies’ premium revenues are
upward always, not very aggressive though

500000 -
400000 -
m 2004
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m 2006
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100000 -
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Why?

Keep the strategy as always;
Stable management;
Less unit linked products;



Some companies’ premium
revenues are up and down
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Why?

1, new bank assurance regulation;
2, N0 or not many tied agents

3, the unit linked products met the bottom
of stock market in 2008;

4, ...



Foreign Insurance companies,
bigger, or exit?

1, confidence In the iInsurance market

The best proof is the capital pouring into China
Insurance market, even though some
companies’ performances are not good.

2, To localize the international insurance
companies

some companies have changed partners, such as
Colonial, or Chinese partner increase their
equity interest (Ever bright- sunlife, PICC life,
etc.)



Increase Capital ?
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* Any questions?
e Let's discuss?

 Emall: guanys@-cufe-ins.sinanet.com



Brazilian Insurance Market

Gustavo Caldas
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Superintendéncia de Seguros Privados

Ministério da Fazenda
September 2011



Brazilian Insurance Industry

Brazil - Economic Conditions
Brazilian Insurance Industry
Regulatory Developments in Brazil

Brazilian Insurance Market - Stats

S
< SUSEP



Economic Conditions

- Inflation under control

- Growing consumer market

- “Best” market for investment in the world
- FIFA World Cup 2014

- Olympic Games 2016

- Infrastructure projects (a country under (re)construction)

S
< SUSEP



Brazilian Insurance Industry

v'Biggest insurance industry in Latin America (50%)

v Competitive market

v'Good growth perspectives, even in the long term (low
Inflation, growing income, major investment projects, new
products for new consumers)

v'Limited exposure to catastrophic risks

v'Positive results, despite high costs

& SUSEP



Financial Supervisory Bodies in Brazil

Insurance (Property, Life,
Liability, Open Pension
Plans and Capitalization;
Reinsurance)

Closed Pension Funds

Health

Capital Markets
(investment funds, securities,
bonds)

Banks

S
< SUSEP

Ministério da Fazenda

Superintendéncia de Seguros Privadas — SUSEP

Ministério da Previdéncia Social
Superintendencia Nacional de Previdéncia
Complementar — PREVIC

Ministério da Saude
Agencia Nacional de Saude — ANS

Ministério da Fazenda
Comissao de Valores Mobiliarios — CVM

Ministério da Fazenda
Banco Central - BACEN



Supervisory Focus

v'IAIS Principles

v'Risk based supervision

v’ Governance/Internal Controls

v “Black” market

v'Financial Inclusion (Microinsurance)
v'Foster the market (products)

v'Reinsurance

& SUSEP



& SUSEP

Risk Based Capital

Since 2006, insurers were required to have more capital
as proportionate to risks embedded ins their operations.

v Underwriting risk capital requirements in force since
2008, raising capital level in the industry.

v Most companies raised their capital as of January,
2008.

v  The rest of the companies filed business plans to
adapt in the following 3 years.



2010

vIFRS

v'Financial inclusion / Financial Education — National
Strategy for Financial Education.

v'Credit Risk Capital Requirements

S
< SUSEP



Insurance Premiums in 2010
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Insurance in Latin America and Caribe

Life & Non-Life: US$ 127,867 billions in 2010

= BRASIL - US$ 64,093

= MEXICO - US$ 19,196
ARGENTINA - US$ 10,112

m CHILE - US$ 8,287
VENEZUELA - US$ 8,179

= COLOMBIA - US$ 6,458

OUTROS - US$ 11,542

S
< SUSEP

Fonte: Sigma 02/2011



Brazilian Insurance Industry
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Brazilian Insurance Industry

1999 — 2010
US$ Bilhdes

15,587 70,974 14,8%

“ Fonte: SUSEP/ANS
< SUSEP



Relnsurance 2010

US$ 1,222 bilhdes — Resseguradores Locais

= Patrimonial

m Riscos Financeiros
RURAL

B Pessoas Coletivo
Automovel

m Cascos
Transportes
Responsabilidades
Outros

So
4
’0 SI.ISEP Fonte: SUSEP



Brazilian Insurance Industry  Jun/2011

Companhias de Seguros

Empresas de Capitalizacao
Entidades de Previdéncia Aberta
Empresas de Saude

Corretores de Seguros Ativos
Resseguradores (Local, Admitido, Eventual)
Brokers de resseguro

.‘0 S“SEP * Exclui 1606 operadores de saude, cooperativas, entidades de auto gestdo e hospitais filantropicos
’ Fonte: SUSEP (2011) e ANS (2011)



&
Thank you < SUSEP

Gustavo Caldas
Deputy Chief of Staff

September 2011
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NARODNA BANKA SLOVENSKA
EUROSYSTEM

Development of Pensions Market
and Insurers' Response

Julia Cillikova
Chair of 1AIS Pension Coordination Group



Overview

1. Types of pensions isntitutions/schemes
2. Trends In pension provision
3. Insurerers’ response

1. Pay-out phase

2. Convergence of pension regulation with
iInsurance regulation (revision of 10RP Directive)

4. Global pension regulatory and supervisory
platforms

5. Open guestions

Julia Cillikova 26. 9. 2011




Types of private pension
schemes/institutions

* Involvement of employer
* Occupational — empoyer acts as sponsor
 Individual/personal — no employer involvement

 Type of promise
e DB
e DC
e Hybrid

 Membership
* mandatory
e voluntary

Julia Cillikova 26. 9. 2011




Trends In pensions

e Shift from DB to DC

e Pension reforms

a) carve out of mandatory DC system from PAYG
system

b) replacement of PAYG with mandatory DC sytem

Julia Cillikova 26. 9. 2011



발표자
프레젠테이션 노트
Shift from DB to DC – trend v zapadnej europe a severnej amerike

Pension reforms – trend vo vychodnej aurope a juznej amerike



Reasons for shift from DB to DC In
western economies

* jncreases in administrative costs due to regulation

= erosion of the manufacturing industry and the deregulation of the
transportation industry => cost-cutting and closing of DB plans

= high costs associated with sponsoring of maturing and volatile DB
plans

* |ow portability of DB schemes (difficult transfer btw. schemes)

= preference for DC by newly established companies due to lower
costs and greater simplicity

Julia Cillikova 26. 9. 2011




Crisis further increased funding
deficits in DB

fye 2007 mfye2008 mfye 2009

20.0 +
10.0 4 j
{} N

eI

=

-30.0 +

-40.0 -

-50.0

Note: Surplus/deficit of 2100 exchange listed companies in country of domicile
Source: OECD
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Demographic developments in Europe

= Changes in fertility and mortality
= Low fertility
= Increasing life expectancy
» Population is ageing
= Decreasing share of the younger age groups
= Increasing share of the older age groups

= Europe - The worlds’ oldest region

Julia Cillikova 26. 9. 2011



Figure3 EUROPE, 2003
Age-pyramid on January 1st, 2003, with population reduced to 1,000 persons in both cases
Pyramide des ages au ler janvier 2003, population ramenée a 1 000 personnes dans les deux cas
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Pension reform — mandatory DC

systems

L Loy '.
i{g@ r

~ e
f@ o o

Source: FIAP, World Bank

Julia Cillikova

26. 9. 2011

countries
with
mandatory
DC system

countries in
transition to
mandatory
DC system

countries that
departed
from
mandatory
DC system




Mandatory DC system risks

e Investment risk shifted to members

o Great political risk

* Necessity to implement default options (default
fund, life-cycling) -> shift of risks to regulator

 Difficult transition to pay-out phase

Julia Cillikova 26. 9. 2011




Pay-out phase products

e Pension Institutions
* Lump sums
= Programmed withdrawals

e Insurance companies
= \Wholelife annuities

Julia Cillikova 26. 9. 2011




Insurance companies as annuity providers
IN pension systems

= Insurance — key role in transfer of risks from household and
corporate sector
= Advantages
= Providers of annuity products
= Experienced in application of actuarial science
= Experienced in risk mitigation
= Many market players - competition
= Prudent regulation
e technical provisions
e capital requirements
e governance
= Disadvantage
= Capital capacity

26. 9. 2011
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Risks connected to annuity

business
= Market risk
= Connected to changes and volatility of the value of
Investments

= Main risks — interest rate risk, credit risk

= Asset-Liability Management is important
Underwriting risk - Longevity risk

= Higher life expectancy

= Projection of demographic development

= Techniques to mitigate the risk

Inflation risk in case of idexation of annuities

= Adverse selection (gender risk)

Julia Cillikova 26. 9. 2011



Guarantee schemes

= |nsurance Guarantee schemes
= White paper on IGS (Europe)
e We do not support general application of IGS

e possible negative impact on small insurance
market)

= Guarantee schemes connected to annuities In
pension systems

= Guarantee scheme is one of the ways to ensure
credibility

Julia Cillikova 26. 9. 2011



Solvency |1

* Increase protection of policy holders
» Harmonised EU-wide solvency regime

» Risk sensitive approach to capital requirements
and supervision

= Effective capital allocation
= Three pillar system according Basel |l
= Group supervision

Julia Cillikova 26. 9. 2011



Solvency |1

= Quantitative requirements - Pillar |

= Eligible capital, Technical provisions, Capital requirements
(standard formula vs. internal model), Valuation of Assets and
liabilities and investments

= Qualitative requirements and supervision - Pillar 11

= (Governance

e Principles instead of rules, proportionality, Internal Control 4 main
functions (Actuarial, Risk Management Internal Audit, Compliance),
ORSA - own risk and solvency assessment , outsourcing

= Supervisory review process - Convergence of Supervision in EU
= Disclosure requirements - Pillar 111
= Harmonized reporting, Solvency and financial condition
report

= Public Disclosures

Julia Cillikova 26. 9. 2011



Revision of IORP Directive

e Europe - Solvency Il Directive (insurance
directive) used as benchmark for revision of
IORP (occupational pensions directive)

Julia Cillikova 26. 9. 2011




Pension platforms
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Open guestions

e Does insurance sector provide appropriate
products for pay-out phase?

 Mandatory DC: Is there a real shift of risks from
state to members?

 Mandatory DC: Should insurance companies
ring-fence pension assets?

Julia Cillikova 26. 9. 2011




Thank you for your attention.

julia.cillkova@nbs.sk

Julia Cillikova 26. 9. 2011




Role of Insurance Industry
In Ageing Society

2011. 9. 27

Jaehyun Kim

Sangmyung University

The 4™ Global Insurance Symposium



» Change of demographic structure
= Low mortality rate + Low fertility rate (less than 1.2)

= Ageing Society(2000) — Hyper aged society(2026)

1960 2010
2
= M c
EP:l -
~ 1 if
il i
&0 [ ||
| e T i R
B0 [ | .,
M. 4 . o
40 E d ,
RN H
- & T
w = = T
0| eeene EEmEN  Baby boomer  mmmm——
: | | : I —
o . _ - OIS . e S |

Source: KOSTAT(KOSIS)
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» Protection needs in the ageing society

Protection Needs

Retirement income
protection

Healthcare cost
protection

Daily safety protection

Constraints

Limits of National
Pension Service

Limits of National
Health Insurance

Low safety awareness

The 4™ Global Insurance Symposium



> Issues of retirement income protection by generation

Demographic distribution(2010)

1,000

800 S

600 ———

400 [

200

Total: 48,874 (in thousand)

| Before Baby-boomer

= Generation of lump-sum
retirement allowance

= |_jttle contribution in NPS

= Highly dependent on real
estates

-‘1-? 21 55 l3-1

5

Source: KOSTAT
= Old poor: only 6.8% of more than 65 year old
have income recognized by the tax agent.

» Public assistance and Social security system
(Basic old-age pension)

=_imited role of insurance co

= Reverse Mortgage Loan 4

The 4™ Global Insurance Symposium



Demographic distribution(2010)

1,000

800

600

400

200

JFJFtJJ

41

= Generation of withdrawal
(housing, education)

= Pension gap

= Personal pension(tax benefit)
= To be retired sooner or later

= Low retirement income saving
in working places

1 I
47 5155 61

Total: 48,874 (in thousand)

Baby-boomer
(7,125)

i

Source: KOSTAT

= Insufficient retirement saving

= Bridge pension

= Personal Pension accessibility for low-income
= Weigh on short-term interest

= |_eaders in working places(company or union)
= Role of insurance co — Annuitization of
retirement benefit

5
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Demographic distribution(2010)

1,000

800

600

400

After Baby-boomer

200

Total: 48,874 (in thousand)

21

31 41

= Generation of Retirement
Pension

= Low expectation on NPS
= Real estate( ), financial
assets()

= VValue on leisure

47 51 55

Source: KOSTAT

= Target

= Retirement Pension — Annuitization
= Competition

= Return + Protection + Something else
= Saving inducing policy

The 4™ Global Insurance Symposium



> Annuitization of Retirement Benefit

Duality Bigissue

Lump-sum .
allowance = =

Retirement
Benefit

Retirement
Pension

2 R

The 4™ Global Insurance Symposium



Obstruction Strategies

I:> Public I:> = Public relation, Education
perception = Abolition(door to exit)
- Familiar w/ lump-sum - Development of alternatives
allowance, No gov’'sintervene - Free loan from employees
- Advantage in tax - Should charge credit risk
- Resistance to demerit policy premium to guarantee benefit
GIC
Interest rate
- Focusing on accumulation(saving) - Focusing on deccumulation(income
- Investment generating)
- Weak - Stability and Cost efficiency
- Strong

The 4™ Global Insurance Symposium



> Annuitization vehicle for Retirement Pension

: : = ongevity risk
= Stable income generating {;f} _ )
= Flexibility Investment risk
= [nflation

GMWB or GMLB
" income + capital protection

» Healthcare(long-term care)
service
= Safety protection services

» management fee + guarantee
fee

The 4™ Global Insurance Symposium
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