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Mutual insurance in the 215t century: back to the future?
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Key takeaways

 Mutuals’ overall market share higher in recent years ...
... yet still below levels in earlier decades

* New challenges emerging:
— enhanced solvency regulations
— tighter corporate governance regimes

— disruption from digitalisation

These are permanent changes and mutuals will
need to continue to adapt
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Mutual sector is highly heterogeneous

Core
activity

Examples \
of legal
form/status |
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FINANCIAL MUTUALS & COOPERATIVES

Insurance

Mutual insurance
companies

Mutual holding
companies

Fraternal/
friendly societies

Co-operative insurers

Risk retention groups/
reciprocal insurers

P&l clubs

Takaful providers

Discretionary mutuals

Registered insurers

Healthcare

Social services

Saving/lending

Mutual health funds
(eg, medical schemes
in South Africa)

Mutual benefit
societies (eg,
mutuelles 45 and
institutions de
prévoyance in France)

Industrial and
provident societies
(eg. in UK, Ireland and
New Zealand these
mutuals exist for
community benefit
and sometimes have
charitable status)

Credit unions

Community banks

1 In-scope

[ Out-of-scope

Member-owned
savings vehicles

(eg, Awustralian
superannuation funds)

Mutual insurance
premiums in 2014
(regional market share)

Global: USD 1275 bn (26.2%)

Europe: USD 537bn (30.8%)

North America: USD 499bn (34.7%)
Asia&QOceania: USD 216bn (15.6%)
Latin America & Caribbean: USD 22bn (12.6%)
Middle East& Africa: USD 1bn (1.0%)

Source: Swiss Re Economic Research & Consulting.

Multiple definitions,
sizes, types and range
of organisational
forms...

... yet common themes

e Member owned
e Democratic

e Solidarity

e Defined purpose
 Not-for-profit



Mutuals had a good financial crisis

Annual nominal growth in mutual and world insurance premiums
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Note: The observation for growth in mutual premiums in 2015 is based on publicly available information on the
largest 50 mutuals by premium, which collectively account for over 60% of the full mutual insurance sector.

Source: ICMIF, Swiss Re Economic Research & Consulting calculations.
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Mutual insurers’ share of global market premiums rising
(but modestly!)

70%

60%

50%

1987 1992 1997 2007 2008 2009 2010 2011 2012 2013 2014

B Total Non-life B Life

Note: observations for years prior to 2007 are based on market share estimates for the five largest mutual
insurance markets as reported in sigma 4/1999. The figures have been adjusted to reflect known
differences in the population of firms included in the US, French and Japanese mutual sectors in later years.
Canada, Japan and Australia, to reflect differences in institutional coverage and sector definitions. But given
their different construction, the pre- and post-2007 market share figures are not strictly comparable.

Source: ICMIF, Swiss Re Economic Research & Consulting calculations.
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Overseas expansion part of the story

Overseas acquisitions/start-ups by selected mutual insurers (2007 to 2015)

Mutual insurer

Main home

Market entry through acquisition or start-up (approximate date)

Achmea
FM Global

Groupama

HDI/Talanx

Liberty
Mapfre

Meiji Yasuda Life

Nippon Life
Sumitomo Life
Uniga

VIG

market
Netherlands
US/Canada

France

Germany

US/Canada
Spain

Japan

Japan
Japan
Austria

Austria

Bulgaria (2008), Russia (2008)

Hong Kong (2007), Mexico (2009)

Bulgaria (2008), Greece (2007), Hungary (2009), Italy (2007), Romania (2008),
Turkey (2008)

Argentina (2011), Chile (2008), Mexico (2009), Singapore (2012), Ukraine (2008),
Canada (2010), Poland (2012)

Ecuador (2012), Ireland (2011), Poland (2007), Turkey (2007)

Turkey (2007), US (2008)

Germany (2010), Indonesia (2010), China (2010), Poland (2012), Thailand (2013),
US (2016)

China (2009), Indonesia (2014), Australia (2015), India (2015), Thailand (2015)
Vietham (2012), Indonesia (2013)

Romania (2008), Russia (2009)

Bulgaria (2007), Croatia (2008), Estonia (2007), Latvia (2007), Lithuania (2008),
Poland (2012), Romania (2008), Turkey (2007)

Source: Swiss Re Economic Research & Consulting.
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Underwriting performance is mixed

Average loss and combined ratios by size of mutual compared with overall
industry experience (average in the period 2007 to 2014)

110% 70%

105% 65%

100% ; A 60%
A )

95% 55%

90% 50%
o

85% 45%

80% 40%

COMBINED RATIO (LHS) LOSS RATIO (RHS)

& Micro HESmall A Medium Large =Industry
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Variety of services offered

Premium
collection

Distributors

Claims
assessment

Educating
customers

Complementary
services

Understanding
customers

Source: IAIS, Application paper on the regulation and supervision of MCCOs in increasing

@ Swiss Re access to insurance markets, June 2016, Swiss Re ER&C.



New solvency regulation is changing the ‘rules of the game’

 New risk-based solvency regimes will strain some mutuals’ balance
sheets

Could be a problem for some mutuals with limited access
to external capital

2

 But new solutions to create capital flexibility are available:

— customised reinsurance solutions

— new equity-like capital instruments
(eg UK and France)

— insurance linked securitisations

Swiss Re 9
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Upgrading corporate governance is a challenge

Director tenure distribution in mutual
« Key areas of focus: insurers (% of sample)

35%

» Composition & structure o

of the Board -
20%
» Disclosure & _—
transparency -
5%

» Engagement with o [l

Below 1 year 1 to 5 years 5to 10years  10to 15 years 15 years and over
members

B Non-executives Executives

Note: based on available information from mutual insurers’ websites in
Australia, Canada, Ireland, the Netherlands, the UK and the US.

Source: Swiss Re Economic Research & Consulting.

Small mutual insurers worry that new regulations designed for
publicly-listed firms could add to costs and impair their business
models
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Smaller mutuals struggling to adopt digital technology

Sl

Claims
0% 10% 20% 30% 40% b0% 60%

B Micro/Small Medium/Large

Note: data collected from websites of 210 mutual insurers across five geographic regions (Asia, Europe, Oceania, North
America, South America and Caribbean). Percentages refer to the share of companies in each of the size groups offering
all specific online functionalities within a category. (1) General: company has a web presence, an online platform to
exchange views and vote, and publishes its annual report online; (2) Underwriting: customised quote available online;
(3) Distribution: existence of online product descriptions, price matrix, live chat capability, active social media
account(s), web-based insurance purchase option and membership application, and a mobile app; and (4) Claims:
existence of a members-only platform and online claims reporting.

Source: Swiss Re Economic Research & Consulting.
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Digital distribution adoption slower in Americas

Online functionality

Basic Advanced
7

Active Online Onine Online

Online social generic | purchase/ Members- | claims
product media pricing membership | only reporting/ | Smartphone | Live chat

Size of firm Geographic region description | page matric option platform storage app offer option
Micro/ Total
small Asla

Europe

North America

QOceania

South America &Caribbean
Medium/ Total

g Asia

Europe

North America

Oceania

South America & Caribbean

M More than half of the companies surveyed have the particular feature on their website
B Less than half but more than 10% of companies have the particular feature on their website
M Fewer than 10% of the companies have the specific functionality on their website

Source: Swiss Re Economic Research & Consulting, based on information compiled from mutual insurers’ websites in
February 2016.
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Peer-to-Peer: new mutuals on the block
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Source: Swiss Re Economic Research & Consulting.
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Conclusions

e Mutual insurers have performed well recently; many services

 Regulatory and competitive landscape is changing which is a
challenge... but there are solutions

e Mutuals should be ideally placed to leverage new technology
to better meet their members’ interests

@ Swiss Re
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Legal notice

©2016 Swiss Re. All rights reserved. You are not permitted to create any modifications
or derivative works of this presentation or to use it for commercial or other public purposes
without the prior written permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of

the presentation and are subject to change without notice. Although the information used
was taken from reliable sources, Swiss Re does not accept any responsibility for the accuracy
or comprehensiveness of the details given. All liability for the accuracy and completeness
thereof or for any damage or loss resulting from the use of the information contained in this
presentation is expressly excluded. Under no circumstances shall Swiss Re or its Group
companies be liable for any financial or consequential loss relating to this presentation.
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