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Agenda

We are going to discuss what we see as key success factors for a forward thinking pricing function in the
Specialty market:

Strong, integrated feedback loops on performance;

Powered by data driven decision making and real time monitoring;

With agile development and fast speed to deployment of pricing models and model updates;
Support by a multi-disciplinary team not just the traditional pricing skill set;

Driving innovation to streamline and simplify the underwriting process.
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Alice Boreman EY

e Actuarial Transformation
Director

* Leads a number
of actuarial transformation
programmes across the globe
covering a range of
Reserving, Performance
Management and Pricing

* Prior to joining EY lead QBE'’s
Actuarial and
Performance Reporting
Transformation internationally

Tom Chamberlain @ Rob Spaul

* VP Customer and Consulting
hyperexponential

* Pricing and Underwriting
transformation, Professional
Services, Customer Success,
Strategy, SaaS and Insurtech
focus

e Over 20 years in Specialty
and Commercial insurance

* Previously Aviva, Allianz
Global Corporate & Specialty

" [AIG]

Head of Technical Pricing
AlIG

Multi year investment to
upgrade commercial pricing
capability covering operations,
technology, best practices,
governance

Last 10 years focused on
Commercial Pricing

Previously SCOR, WRB,
WTW
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Pricing Transformation —why now?

Internal challenges
e Poor historical performance

e Antiquated data & pricing tools / platforms

e Valuable talent performing low value tasks

« Data is not being harvested or leveraged

» Underwriters not receiving value adding insight
» Pricing not delivering business value it should

External pressures

» Underwriting cycle softening
» Regulatory pressure

e Competitive pressure

* War for talent

Technological developments
e Actuarial and wider technologies are evolving fast

* A new talent pool is eager to work in innovative ways

Y
+ London Market and Lloyd's digital transformation %ﬂ;&; Institute
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* Pricing not delivering business value it should
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» Underwriting cycle softening
» Regulatory pressure

e Competitive pressure

e War for talent

Technological developments
» Actuarial and wider technologies are evolving fast

* A new talent pool is eager to work in innovative ways

* London Market and Lloyd’s digital transformation

Lloyd’s net combined ratio by year

120%

NCOR

\,//’/ \

90%

80%

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Financial year

—&— Lloyd's NCOR —@— NCOR adjusted for reserve releases
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Pricing Transformation —why now?

Internal challenges
« Poor historical performance 10 Year Impact on Underwriting & Mix on Gross Loss Ratio

Antiquated data & pricing tools / platforms
* Valuable talent performing low value tasks
« Data is not being harvested or leveraged +10%

* Underwriters not receiving value adding insight

* Pricing not delivering business value it should uw |
impact |
on Gross 0% _NR
External pressures 2kt '!
P Ratio
+ Underwriting cycle softening =
» Regulatory pressure i
e Competitive pressure
* War for talent 155
7 15% 10 5 0 +5% +10% +15
Technological developments Mix impact on Gross Loss Ratio
e Actuarial and wider technologies are evolving fast
* A new talent pool is eager to work in innovative ways ~
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e Poor historical performance

Antiquated data & pricing tools / platforms

* Valuable talent performing low value tasks

« Data is not being harvested or leveraged

* Underwriters not receiving value adding insight

* Pricing not delivering business value it should

External pressures

e Underwriting cycle softening
» Regulatory pressure

e Competitive pressure

e War for talent

Technological developments
» Actuarial and wider technologies are evolving fast

* A new talent pool is eager to work in innovative ways
* London Market and Lloyd’s digital transformation

GWP Growth vs Market Rate Cycle since the market turned in 2017

150%

100%

GWP
Growth

50%

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Financial Year

Profit Margin Quartile ®1 @2 © 3 @4 @Market Rate Cycle
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Pricing Transformation —why now?

Internal challenges
e Poor historical performance

e Antiquated data & pricing tools / platforms

* Valuable talent performing low value tasks

« Data is not being harvested or leveraged

* Underwriters not receiving value adding insight

* Pricing not delivering business value it should

External pressures

» Underwriting cycle softening
* Regulatory pressure

e Competitive pressure

* War for talent

Technological developments
» Actuarial and wider technologies are evolving fast

* A new talent pool is eager to work in innovative ways

* London Market and Lloyd’s digital transformation

Lloyd’s Project Rio

Maturity matrix & guidance
Guidance on outcomes, capabilities
and processes

The 13 Principles Sub-principles

High-level fundamental expectations Key areas of focus within a principle

| Underwriting Profitability — ‘ Clear business strategy and risk ‘

. Data and Architecture ‘
appetite

| Catastrophe exposure |

| Outwards reinsurance | ‘ Annual business plans ‘ — ‘ Technical ‘

| Claims management |

‘ Underwriting controls ‘ ‘ Application ‘
| Customer outcomes |
| Reserving | ‘ Expense management and ‘
control
| Capital | >
| Investment | ‘ Robust portfolio management ‘
| Liquidity |

‘ Effective pricing framework }—

| Regulatory & financial crime | ‘

| Governance, risk mgmt. and reporting |

Robust governance ‘

| Operational resilience |

| Culture | ‘ ESG integration ‘
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Pricing Transformation —why now?

Internal challenges

» Poor historical performance
e Antiquated data & pricing tools / platforms
+ Valuable talent performing low value tasks @ hyperexpﬂnentlﬂl

« Data is not being harvested or leveraged

Tyche

FINANCIAL MODELLING

* Underwriters not receiving value adding insight

* Pricing not delivering business value it should

o3
Radar Workbench
h N

External pressures

» Underwriting cycle softening
* Regulatory pressure

* Competitive pressure
P P a Supercede
* War for talent

Technological developments
» Actuarial and wider technologies are evolving fast & AKURS

* Anew talent pool is eager to work in innovative ways G P TA |— I T I X

* London Market and Lloyd’s digital transformation Institute
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Pricing Transformation: need for pricing strategy

(The benefits

Internal challenges

* Poor historical performance Better long-term
— profitability

* Antiquated data & pricing tools / platforms (#)\ Assess

« Valuable talent performing low value tasks —J  Capability

« Data is not being harvested or leveraged ‘ /\7\ ';Zt('e"r?ngortfo"o

* Underwriters not receiving value adding insight

delivered at point
of underwriting

* Pricing not delivering business value it should { % } Vision =z Timely insights

External pressures Y
. . Consistent,
» Underwriting cycle softening ot E market leading
. Regu|at0ry pressure ( E 1) Prl Orltlse methodology
e Competitive pressure

e War for talent Speed and agility of

pricing updates

Technological developments
e Actuarial and wider technologies are evolving fast

Strong pricing
controls and
governance

* A new talent pool is eager to work in innovative ways

* London Market and Lloyd’s digital transformation Better talent

attraction and
retention




Feedback loops

Strong
performance
management

Reserving

It's vital the pricing team don’t act in a silo and
the full actuarial cycle is connected

Reserving should be on top of the emerging
trends and feed into pricing for them to react

Pricing also provide vital insight into the
reserving process in terms of how the profile
of the book and its profitability changing

BUT key to being able to do this successfully
means:

— Good data and consistent definitions across
the business

— Inquisitive teams and capacity to spend time
sharing insight

— Clarity on roles and accountability g%;
I.x@x.\
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Data driven decision making

Availability

90% of data in the
world was created
In the last 2 years

Usefulness

For over 300 years,
Lloyd’s has been
using data for UW

Ingesting

Up to 5 hours spent
on data gathering for
every risk
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Data driven decision making

Real time
portfolio

In model M
for marginal risk

Impact and
accumulations

management
and monitoring

Projected
loss ratio

benefits of
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Data driven decision making

@ hyperexponential

Metrics vs Plan

Current Plan  Prior Year

GWP &M &5.0M 45.0M
NB GWP 2.5M &6.5M 4.5M
Renewal GWP 3.6M 58.5M 40.5M
Rating Strength  1041% 100.0% 95.0%
Rate Change 5.0% 12.5% 10.0%
ULR 6  65.0% 80.0%
Commission 2, 11.0% 14.0%
Lead % k 25.0% 200%
Line Size % 200%
Folicy Count 0 380

Accumulations

S0U 'l°H AMERICA

0 @

EE05T Ao, © 2022 Miciesed) Corporation &

61M

Charged GWP

Upcoming Renewals
Policy Name

Russia

Argentina Real Estate
Coca-cola

FTSE 100 - Conference
N

Tesla

Zara

Pfizer

Peer Review
Policy Name

Brazil Residential
Coca-cola

Nike

Pfizer

Tesla

Zara

Argentina Real Estate
FTSE 100 - Confere
Russia

Walmart

59M

Model GWP

104.1%

Rating Strengt

Expiry Date Charged Pri

1

12-31 1
2023-06-30
2023-06-30
2023-06-30

Inception Date Model Prem

2021-07-01
022-07-01

2022-01-01
2022-07-01
2021-12-0
2021-07-01

Z0 Okl 1N

@ hyperexponential

Broker Charged Model
GWP GWP

Rating Comm.
. Strength  Ratio
Ardonagh 3.2M 3.4M 95.8% 1.3%
Gallagher 2.6M 2.2M 14.8%
Lockton 0.2M 0.2M 20.0%
Marsh 0.2M 0iM 5.0%
Total &1M .M 12.8%

Types

Broker

Accumulations

L+
MNORTH AMERICA © B nc&s

S-DU"I;I AMERICA
-
] \@

£2022 TomTom, © 2022 Mcrosoft Corporation

6.1M 104.1%
Charged GWP

Underwriter

38.9bn

Rating Strength Total TIV

Prior Year Comparison

@YTD @F

Ardonagh Gallagher

AAL and 1in 50 PML by Peril
®AAL @ 1in 50 PML
10M

AUSTRALIA
\

us UK Flood
. Earthg..

10

Policy Count

TIV and Rate On TIV by Frame Type
®TIV ®R

20bn

15bn

10bn

5bn

Obn

Institute
and Faculty
of Actuaries

17 November 2022

14



Fast paced model development
The operating model

1. Must bring all the stakeholders
together with clearly defined roles
and responsibilities (RACI) and
processes

2. Its own program, separate from wider
IT/Ops structure so it has dedicated
resources, budget and management
focus

3. Agile project management is the way
forward (e.g., Scrum, Kanban, SAFe)
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Fast paced model development

The technology

* Excel and Excel-based technologies Quality
are not the answer

« Traditional IT-led platforms require IT
to operate

Sophistication Speed to market

« Commercial pricing platforms

B Excel
provide faster updates and allow
greater sophistication in rating M
— Use the same tool to develop the rating cost effectiveness gl
model AND to deploy it
@%&; Institute
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Fast paced model development
Borrowing IT best practices - Continuous Integration (Cl) / Continuous Deployment (CD)

Speed up new rater builds and deliver in smaller chunks

Prioritise and plan in shorter chunks (sprints, iterations, increments)

Automate testing and deployment

: ©
* Deploy and go again —
o -
TEST =
UNIT TEST REVIEW STAGING PRODUCTION
O—O0—0-0-0 O O O
BUILD INTEGRATION TESTS
CODE
CI PIPELINE CcD PIPEéilgE
,;SE 1 Institute
4@& and Faculty
RELATED CODE L@J of Actuaries

Diagram from GitLab: https://about.gitlab.com/handbook/marketing/strategic-marketing/competitive/cicd/



Multi-disciplinary teams

 Work slows and errors occur IS In
handoffs between teams

Expert

Project Mgmt. Project Manager

 Better to bring experts together into _ _
a single team: Extracting data Data Engineer
— Aligned on purpose Reporting Data Analyst
— More expertise for the job Algo Design Actuary
— Learn from each other :
_ Aé)geoch()esr%r;%t& Software Eng.
— More cost effective

— Less management time
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Driving innovation @/@

@uw

Warkbench

Data
........... Reporting

Pricing [~
Engine

Internal Systems

(ﬂl’ﬂ\l—n .‘%\"
B/ N

Specialty Market Broker

|“;/ _ffff J
=/

Thrid Party Data

|
Actuarial gg\é
>« A
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Driving iInnovation @

Underwriting

@UW —

Warkbench

Unavailable

Internal Systems
Data
Manual data entry || Bemg® = ---cccoeeee- Reporting

Infrequent

o\ a\
Cﬂhﬁ l—wgH
E N

Specialty Market Broker

| Exec

Pricing [~
Engine

Thrid Party Data

\“H
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Driving innovation /’®

Underwriting

Ul Ux ’ @
uw =

Warkbench

Cuo

O
[
[
"
W
.
[

Single point of entry

=\ N = j
H(ﬂh -@l * .; % ----------- REE:tr:ng

&/ 2

| Exec

Near live

Specialty Market Broker

Pricing [~
Engine

=

Thrid Party Data
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Driving innovation ,/'®

Cuo

@uw

Warkbench

P - ———

Data
.......... Reporting

Internal Systems

Speualt}r Market Broker

Pricing [~
Engine

|“;/ _fffr J
=2/

Thrid Party Data

Py

{Rejinsurer

|
Actuarial %g\é
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Summary and Action

BUILD
new models
faster

ELIMINATING

underwriter
rekeying

REFINE
without friction

SPEED

e QOut of the box, best
practice models

e Databases created
automatically

e Seamless integration
with internal systems
and underwriter
workbenches.

e Actuaries can make
changes at speed,
without IT or vendor

INTELLIGENCE

DATA-DRIVEN
decision making

ENRICHED
Underwriter data

IN MODEL MI

Live benchmark and
portfolio views

Real-time rate change
monitoring

Reduce quote times by
automatically populating
third-party data required
for pricing a risk

Access model’s own API
allowing for the live
portfolio data to be
reported on within the
model

CONFIDENCE

Built in
AUDIT TRAILS
and review

Automated
TESTING
and analysis

TRUSTED
COMPONENTS

with in-built
compliance

In product peer review

Audit trail of review and
approval cycles

Automated
reconciliation and
regression testing
Batch testing and ‘what
if” analysis

Automatic compliance
checking throughout
model build

?ﬂig Institute
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Expressions of individual views by members of the Institute and Faculty of Actuaries
and its staff are encouraged.

The views expressed In this presentation are those of the presenter.
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Formatting your presentation

Page setup
* This presentation is set to 16:9 screen size. Do not reset the size to any other screen size

* Do not alter anything in the master slides.

Type and typography

* Only use the font Arial and never use type smaller than 10pt

* Headings and sub-headings should always be in purple and body copy and chart text should always be dark grey

* Page titles are pre-set to purple. Page text, text blocks and chart text are pre-set in the correct dark grey

* Top level bullets should be round and second level bullets should be dashes. Further levels should alternate accordingly
* Always write in sentence case unless a proper noun is used and do not use ampersands (&)

* Only use a full stop at the end of a bullet list.

Colour palette

The full colour palette is to the left hand side of every slide. Do not use non-palette colours.

Please delete this slide after use.
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