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CHINA INSURANCE MARKET NOW 3RD
L ARGEST IN THE WORLD

Well placed to become largest in a decade!

» Hitting 3 trillion
RMB for the first
time in 2016, up by
20%~37% pa from
2014-2017

China Insurance Premium Growth
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CHINA INSURANCE MARKET NOW 3RD
L ARGEST IN THE WORLD

Figure 1: Life insurance penetration rate by major markets
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PREVALENCE OF ON-LINE INSURANCE IN CHINA

The Internet is transforming the way in which insurance is sold

Online Premium Income and Penetration
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« Premium volume expanded by 71

times during 2012~2016;

« Online insurance penetration rate

increased from 0.2% to 7.4%;

— P

117 insurance companies operating
online insurance business
76% of the total number of insurance
companies in China
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PREVALENCE OF ON-LINE INSURANCE IN CHINA &=

1953 .«

Rapid growth in Mobile
internet users

As of June 2017, Mobile
internet users reached 724
million with a penetration rate

of 96.3%.

Popularity of mobile
[electronic payments o ,
As of June 2017 users of online e-payment reached 511 million (penetration rate -68%).
Among them, the mobile phone payment users reached 502 million (penetration rate of
_69.4%)
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PREVALENCE OF ON-LINE INSURANCE IN CHINA 3
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10:00 11:00 Nail 11:30 Track 13:00 Listen 14:00 Buy lessons
Petcare Care Service Investments to QQMusic for yoga
Use Mei Chongto | Use Helijiato Use Licai Ka or Use QQ Music App Use Task Rabbit
take care of pets get nails done other stock app to listen to music App to get tutors
a collection
Q Qe @2 3 1
Take courses from Browse Yao Qu Na Book day trip from Buy Bubble Tea
apps Like Quan App for medicine Travel App and cake using
Cheng > and health LIN Qu App
Re Lian 8 products a @ C &
21:00 18:00 Get 17:00 16:00
Get afternoon treats

Source: Oliver Wyman analysis



ISTORICAL DEVELOPMENT OF ON-LINE
NSURANCE IN CHINA

D ™

1997 Budding 2000  First 2011 Startof 2013 Explosive
stage steps Growth growth
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Exploratory period

First attempts to sell insurance online &
proliferation of third party insurance
websites

Proliferation of ..
Expansion in

. The next level
reaching out

Insurance
company websites

In 1997, China's
first insurance
website-The
Chinese Insurance
Information
Network was built

and in

In 2000, many
insurers began to
build company
websites offering
information on

their products etc

In 2013, CPIC became first insurer to
offer short term PA products on sale in

their website.

During this period, all kinds of internet
insurance platforms e.g. Sunflower
(aggregators, advice etc) proliferated due

to abundance of investors

= “Double

11” records
Guohua life hit
RMB 100 million
prem in 3 days)

=|nsurance how
widely available on
marketplace apps

eg. Taobao

*ZhongAn set up in
September 2013

=Non traditional
players enter the

insurance market

=Reach out using
communication

apps like Wechat

e
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CURRENT STATUS - ON-LINE INSURANCE \TAW\

MARKET IN CHINA

/ngh grOWth but M‘ /From 2011 to 2015, \
still minor share number of insurers
In the first half of 2016, accumulated with online insurance
premium income of 143.11 billion channel is over 100
yuan, an increase of 75%, but only representing 65% of
\5.2% of total industry premium / the industry
\ /
Life & Health premiums / \
makes up 80% of total online Change in online life &
Insurance premiums written health insurance offerings
over time

© Complex protection
Huge proportion of life premiums o products
comes from investment products (97%) Investment products
. . ([ J
but protection products on the rise \Short term PA /
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RECENT STATUS OF THE ONLINE LIFE &
HEALTH INSURANCE MARKET L

2016 premium breakdown by major product categories

PA, 1.30%
__Health, 1.77%

e

% WINTEGRATION
. . s COLLABORATION

AMIDST TRANSFORMATION,AL CHANGES




RECENT STATUS OF THE ONLINE LIFE &
HEALTH INSURANCE MARKET

2016 premium breakdown by major Life product categories

Term, 0.12%
Whole Life, 1.95%
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RECENT STATUS OF THE ONLINE LIFE & Taﬂ,
HEALTH INSURANCE MARKET o

2016 premium breakdown by major Health product categories

Other disease
covers, 0.30%
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RECENT STATUS OF THE ONLINE LIFE & \Tm.w
HEALTH INSURANCE MARKET s

2016 premium breakdown by major PA product categories
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RECENT STATUS OF THE ONLINE LIFE &
HEALTH INSURANCE MARKET

2016 customer breakdown
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RECENT STATUS OF THE ONLINE LIFE &

1EALTH INSURANCE MARKET "‘::"‘“?/
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RECENT STATUS OF THE ONLINE LIFE & \Tm
HEALTH INSURANCE MARKET s

2016 Top 10 insurers with on-line presence

1 Hongkang Life 39.9
2 Sunlife Everbright 31.3
3 ICBC AXA 24.4
4 CCB Life 20.9
5 Guohua Life 19.9
6 Bohai Life 11.9
7 Tian An Life 7.4
8 Agricultural Bank of China Life 4.4
9 Ping An Life 3.7
10 New China Life 2.6
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OPERATING MODELS - ONLINE INSURANCE T&@\
IN CHINA -
e Company homepage (Taikang, Ping An)
Ouli SOl ¢ Wechat (Official account)
platform

* App

3rd party £ e |nstitutional Agencies e.g. Ctrip
platform e Professional brokerages
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OPERATING MODELS - ONLINE INSURANCE
IN CHINA e 11s€

d paft\’
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t‘(‘\fo 2014 to 2016 On-line insurance revenue by channel
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|
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40
800 0 === QOwn platform %
600
400 20w 3rdparty platform as
200 10 %
0] 0
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X 20144 20154
Re_vgnue from own platform (100 495. 86 746. 66 413, 45
million CNY)
Revenue from own platform as %
of total from all sources
- [Revenue from 3" party platform
(100 million CNY )
' [Revenue from 3 party platform
Jlas % of total from all sources

57.73

363. 11

42.27
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VARIOUS 3RD PARTY PLATFORM MODELS T.-‘:.’f‘::.‘y

I RETE

Direct to Taobao. Tencent

consumers (xyz.cn F—Uh),/NeRZE, A HZE o o o
Targeting Orbati, SERL Or, L EAY, PRAES © o o
corporates

Institutional ¥EFE Ctrip. Qunar

Agencies Banks, Airlines, Travel Agencies, Hotels, etc

e

% WINTEGRATION
. . s COLLABORATION

AMIDST TRANSFORMATIONAL CHANGES




3RD PARTY SERVICE PLATFORMS

Do not directly distribute but support the channels

it WINTEGRATION
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Support for
Insurers

Tools for agencies

Value added
services

Developing an on-
line insurance
environment for
cross-selling

Provides information,
technical and logistics
support for building on-line
insurance platform

Provide tools and other
service support to expand
business reach

Online health management
services

Help to create cross-selling
opportunities for insurance
products
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CASE EXAMPLE 1 T%\
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Hong Kang Life
» Founded in 2012, the company chose to pursue an on-line

ki< insurance platform as its core strategy.
shi BRI A |55

P It aims to be remain lean but nimble avoiding the high costs of
otherinsurance

P Seemed to have achieved just that. In 2016 achieved a premium
size of nearly 30 billion yuan (around USD 4.5 billion), ranked
amongst top 20 of the life insurance industry.

» In its full operating year it achieved profitability and has been
continuously profitable for three consecutive years.

o
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CASE EXAMPLE 1 T
Hong Kang Life

[=hn - =psl - - EUE 735l Clear Product strategy

'- . Aclear strategy to separate Investments and protection in
AREMEEX  FRROREEE2.57 , AU product design
FGFEE=E on : ;

protection, strong focus on developing products that are

low cost so as to reach out to the masses but gives
- DEFE. NEE. BHE—%A\B\C g

significant protection and at the same time is transparent
BRESES . FOFHRES0T , HUFAFH range from medical to Critical lllness. Reputedly first

(easy to understand). Covers full spectrum of product

GRER S

company to launch a reimbursement Cl products which was
a top seller for over 2 years

On the investment products front, design products that give
ot B ch e e stable growth to customers. Reportedly 80% of customers
3605EHIE I return to buy more.

PICERA & 8835 M 3E A

INTEGRATION
COLLABORATIOR

AMIDST TRANSFORMATI}?)?AI;. AN

’ { . '/.‘ ‘A.‘ .".‘ '»'f iy
Lo O ey
o LSS

3

ces. B9T™H ANNUAL ASP CONVENTION, LAPU-LAPU CITY, CEBU




CASE EXAMPLE 1 Tm#\
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Hong Kang Life

Keen adopter of new technology. 15t in market to leverage on facial recognition technology
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CASE EXAMPLE 1 ng,m\
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Hong Kang Life

Keen adopter of new technology e.g. OCR technology alongside facial recognition
HERISRAN
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CASE EXAMPLE 1 Tm.w\
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Hong Kang Life

Keen adopter of new technology e.g. use of Multi-media to engage customers and also widespread use

of bots pepreymp—

BEAZERmEE , EdMmEms
G, EEEEFPFARSHDIEES |
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CASE EXAMPLE 1
Hong Kang Life

Keen adopter of technology - expert underwriting system
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CASE EXAMPLE 1

Hong Kang Life

fIiE—1 1 2ifE. 2% EHRSFES
Fully online platform from
distribution to servicing supported s £
by extensive use of Al in the 756 ZiR
background —r’
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CASE EXAMPLE 1
Hong Kang Life

MIRERZIBES

RESHI BT | ©<30:
LFSEERLEE  WEEN  BEEE. aas 1R 1Bone

ZROH HES
WANSIEE RIER , EARBREE
BEREYHHL,

2559 KRS

i " ARRRT #HTRE . SUF RN

tEd.

EE105% RS

(U FINGES R ve L

RitikEE~3005

& 8235 WA 3E AL

4 (o

'// / ’/" ".-I /

. B9™ ANNUAL ASP CONVENTION, LAPU-LAPU CITY, CEBU




CASE EXAMPLE 2
ZhongAn

ZhongAn Intema

Ching !
e s ’ China's First
S.0% licensed online
”'Naqg insurance

P _ company

Engineers & technicians
accounting for 54.3%
of our employees’

technical investment during
last three years is
2.8%, 6.3%, 8.7%

Largest
online-only insurer in
China
432 mm
palicyholders and

insured!

8 bn policies

5

major ecosystems

307

ecosystem
partners’
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CASE EXAMPLE 2
ZhongAn

Early beginnings — relying on working with its tech giant owners selling very low costs
products (around US$ 1 premium per unit)

RETURN DELIVERY PHONE SCREEN FLIGHF DELAY
Covers return shipping cost Protects customers against a  Covers flight cancellations,
~ of goods purchased online cracked mobile phone screen  flight delays, travel accident ¢

59T ANNUAL ASP CONVENTION, LAPU-LAPU CITY, CEBU



CASE EXAMPLE 2
ZhongAn

Move to bigger ticket items

RETURN DELIVERY PHONE SCREEN FLIGHF DELAY MEDICAL EXPENSE

Covers return shipping cost ~ Protects customers againsta  Covers flight cancellations, Reimburses actual medical
. of goods purchased online cracked mobile phone screen  flight delays, travel accident  expenses up to a limit »

]
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CASE EXAMPLE 2
ZhongAn

Move to bigger ticket items — 15t to introduce Mid-end medical products

_ Middle-end Medical Products Low-end Medical Product

Inpatient (usually w/ outpatient before & after inpatient)

Ingatient (w/ or w/o outpatient before & after inpatieqt)

Benefit covered

LT 50 Special Outpatient™ and Outpatient Surgery (CmipefiteL e T a2 R UDEEMEmE 0T @72 D [F2.15)

General departments of public hospitals in mainland
China rating above the secondary level by NHFPC*

Hospital covered Public hospitals in mainland China rating above the

Including drugs out of the
scope of Social Security Yes
Medical Directory

Annual covered amount CNY 1 to 3 million, double for cancer freatment CHY 10 to 100 k for inpatient, CNY 3 to 20 k for outpatient

CNY 10,000 ({there shall be no deductible once the
insured is diagnosed with cancer)

Representative premium for i
male aged 35 CNY 337 (USD 50 per annum)

*The Special Outpatient includes: 1) outpatient kidney dialysis, 2) anti-rejection therapy after transplantation, and 3) chemotherapy, radiotherapy,
immunotherapy, endocrine therapy and targeted therapy for cancer.

Annual deductible CNY 0 - CNY 1,000

CNY 295

**National Health and Family Planning Commission of the People's Republic of China

“*Only inpatient cover of CNY 20k.

INTEGRATION
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ZhongAn

» The “Million “dollar” medical cover was a top seller

* 100 million CNY new business in 4 months distributed just via own homepage and
wechat

* An upgrade version of the product in 2017 saw 60,000 new policies in just 8 days

» Such products now copied and launched by many insurers. Product now touted as the
““National Health Insurance”

P ZhongAn is clear on its strategy
* Target and reach out to large customer bases
* Comprehensive protection for customer
* But easy to understand products
* Acceptable prices

e

% WINTEGRATION * Distributed via a seamless and convenient channel
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CASE EXAMPLE 2
ZhongAn

Q ramnez
SHhent @M

Caris .

g;-\cn O

INTEGRATIO il Our products extend beyond traditional insurance to address consumer needs

COLLABORATISNN < 7 S s
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CASE EXAMPLE 3
PingAn

. . . *
» 1 of the global systemically important insurer m @ m ! !
P Second largest insurance group in China pl N G AN
[

» Founded in 1988 in Shenzhen i
R - fR1T - BRA

» 1.4 million agents

59™ ANNUAL ASP CONVENTION, LAPU-LAPU CITY, CEBU



CASE EXAMPLE 3
PingAn

» A successful example of managing channel conflict
* Agents refer customers to use the PingAn apps to buy insurance

P Active supporter of using online methods to increase customer touchpoints for e.g. the
successful PingAn Good doctor app. In fact, Online is an integral part of company strategy

+ “PingAn Good Doctor” APP

- Online health service platform that provides family doctor, :
: consultation, quick registration to hospital and other health services; :

- Policyholders can upload their medical documents and lodge a
: claim; :

- Track the gym/exercise activities of policyholders with rewards of
! increasing sum assured; E

Until end of 2016, the number of subscribers has reached 90 IT|I||IDFI|.

COLLABORATI
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CASE EXAMPLE 4 T%\
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Independent Third party platform®

The platform started in 2016 is one of the first to be licensed in china. Currently it is the largest third
party insurance broker platform and provides all services from sales, financial advice, premium payment,

policy admin and claims submission. Basically All-in-1 platform

BN aaEr  eAaw BAON  GYONES 4BIE PRS2 RS/ET
WRE" LR L niEe e
TEENY 3 15

L. Lt

R Lt

= *Usually set up by brokers or insurtech companies that aims to connect insurers, agents and customers through a
WINTEGRATIONS | digital platform

’ COLLABORATION
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Independent Third party platform

» Move beyond just price and product comparisons
» Able to issue policy on the platform

» Supports channel development - help individual agents through leads generated and also help with
sales tools

» Help non traditional insurance channel e.g. e-commerce or travel agencies to develop another revenue
generation model through distributing insurance

» Performs functions which in the past was done directly by insurers e.g. claims submission

INTEGRATION
L _____________________________________________________________
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CASE EXAMPLE 4 T%\
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Independent Third party platform

» Mix and match products to tailor made to client’s needs
» Has an in-house team of actuaries supporting the business

» Platform already working with more than 60+ insurers including giants like China Life, Ping An etc.
Wide-ranging products from simple travel insurance to complex long term insurance products.
Customer base in excess of 5 million and number of policies issued already exceed 100 million.

INTEGRATION
L _____________________________________________________________
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CASE EXAMPLE b
WeChat

Wechat users exceed 900 million
50% users is on Wechat for at least 90 minutes a day

Payment via wechat pay exceeds 600 million users

Excellent means to reach out to customers

o By word of mouth/recommendations

o Reward through referrals i

o Very suitable for simple products

59™ ANNUAL ASP CONVENTION, LAPU-LAPU CITY, CEBU



CASE EXAMPLE 5 J‘

WeChat

— e SIEEIO
o | — @ REH S

. R %
i @8 0O @)
HK$88.88 [ - B
. e e = | TR s
B > 9 © - O
_C e J & O
RENESE SRNTERE
—REA REEOHK
v WeChat’s piggy bank - A form of savings for children making use of the WEEE SEROMICR
RKS 2 BARNERRIE

popular Wechat red packets feature
v' Parents or friends could send e-red packets during special occasions for the child
v' Arecord is kept of each deposit for account maintenance
v’ Excellent means to cross-sell insurance products e.g. education plans or children Cl

INTEGRATION
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CASE EXAMPLE ©
WeSure

» In November 2017, Tencent launched its internet insurance broker platform
“WeSure”

» Goal is not to have the most products on the platform, but to pick a few key
products focusing on the same features that made ZhongAn successful

E RN OEN SRS NS

D

B UE MRS

Tencent & B @

1 KR

BiinsENHaRTs MRETE, O0¥s RIFMsnaENmLea
LA AL 2y A RFE PR R T S
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WeSure

» Hannover Re is one of the earliest supporter of the platform and developed
together a Parents pocket money product making full use of WeChat
functionality

e TR ;‘

- In China, many children leave behind their parents to work in
cities but continue to make regular money transfers to their
parents

- Parents pocket money aims to allow the parents to continue to
receive moneys from their children even in the unfortunate
circumstances that a misfortune happened on the child

V¥ ¢
. -‘, : }?’; 5 w\/j/
Jﬂﬂ" “"/A ; . - Essentially a last survivor joint annuity

- Problem with annuity product is tracking survivorship and
WeChat functionality is perfect for this
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FT Collections China’s global ambitions

The Big Read Artificial intelligence

China and US compete to dominate
big data




CASE EXAMPLE A

Self driving PA
Background

Self driving PA has been very successful due in part to the high coverage and very low cost. It pays
the face amount for accidents from normal causes but for traffic accidents, it pays 10 to 20 times the
face amount. A premium of around CNY 1000 would a cover of around CNY 1 million.

As one could expect, it was highly anti-selective
- High claims
- Accident involving just one vehicle

- Multiple policies across insurers

- Early claims

Lax underwriting

High moral risk (specifically targeted Anti-selection most significant in less
(No financial underwriting) at traffic accidents) developed provinces

Sy . B9™ ANNUAL ASP CONVENTION, LAPU-LAPU CITY, CEBU




CASE EXAMPLE A
Self driving PA

Traditional ways to reduce anti-selection ? \

Product adjustments — reduce
multiple payment factor or
/:w introduce waiting period

\

Strengthen financial and
medical underwriting

‘ Set different max. SA

depending on origin of

Reject cases exceeding a max.
limit
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CASE EXAMPLE A

Self driving PA
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Reducing Anti-selection in Big Data Era ?

Car 3" party

data

Lellerlne ) Customer list company

and details
Car details

Car insurance
details

Model Building

Union-pay
expenditure
records

telephone bill
records

Medical bills
records

Behavioural/

social activities

Classification Recommendations

Underwriting/c
laims info

Records with no
claims after 3
years

Records with
suspicious claims

Clean claim
cases
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CASE EXAMPLE A
Self driving PA

Wite kills herself and children in China after husband fakes
death

Ms Dai also said she and her husband had been happily married and that she missed him. She
said she was committing suicide and taking the children with her so that the family could be next day after learning o

together.

Straits Times 16t October 2018

He, the husband, went to a local police station the
e deaths.

Police said last Friday night that He owed more

than 100,000 yuan (S$19,900) to an online lender.
The 34-year-old man, surnamed He, from Loudi's Xinhua county, disappeared on Sept 7 while e had taken out a one million yuan personal

drivinlice found the vehicle in the Zijiang River on Sept 19, but could not accident insurance policy, naming his wife as

find He's body. beneficiary.
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CASE EXAMPLE B - ONGOING T&w

Critical lliness

Reinsurer 3" party data
company

Customers
with No Claims
to-date

Encryption Data matching

From thousands of data points

to selecting just 10 factors
which matters

Customers
who have
claimed
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CASE EXAMPLE B - ONGOING ‘;oag.ﬁt\

Critical lliness

° Age

*  Whether bank card is
tied to mobile phone

* Place of Origin

* Address

* Marital Status

* Settlement
pattern

* Ratio of
expenses
incurred for
business
reasons versus
social reasons

* Paymentsin

hospitals or . : .

clinics e Time |.:)er|od‘act|ve
* Frequencies of (f:lay time/night

transfers to tlme!

friends to help * Traffic offense

with their records

* Distance between
location of home
versus work

rehabilitation

Economic * Participation in
status social 'medlal
groupings

*  Number of Income
friends °  Assets
* How active
s * Behaviour/
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CASE EXAMPLE B - ONGOING

Critical lliness
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Payment in Cancer Centres : Very high co-relation

Income+Assets Low Medium High

A

Incidence Medium High Low
Period Active Night time Morning
Incidence Low High

Distance between home and work location longer, lower incidence

Place of Origin/Current Address :
incidence in order of severity (most to least)

Same province different city > Different province> Same city
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Critical lliness

Next Steps
» Current study focused only on those who already had Cl. Results not meaningful

but more for model building exercise

» On-going longitudinal study will produce useful information but will take time —

tracking insureds from underwriting to claims.

» A pre-lude to dynamic pricing, personalised underwriting, personalised medical

examination limits and personalised offers
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AGENDA - .

» Overview of the on-line insurance market H
in China

» Some case examples

» A teaser on the BIG things to come

» Conclusion
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» More interests from insurtech operations into the field of
Insurance

* Mega tech players will continue to challenge the traditional
norms

» More On-line offerings
* Brokers
* Health management
* Mutual Aid/P2P

» Al/machine learning will be the norm
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Operating under an
Al background

Dynamic Pricing

Tailored Products
/limits

Digital Platform “ Efficient processes

- claims/admin

Personalised Health

ESEEsrmEnt Dynamic underwriting

via monitoring devices)
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THANK YOU.

] believe it's not
the technology
that changes the
world. It's the
dreams behind
the technolo
that change the

world. ?’




