Transforming Underwriting Through Analytics

Analytics in Action
Intelligent Intervention
Underwriting Decision Support
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Underwriting Decision Support

= Qverview and Introduction

= What's happening in the market

= Future of underwriting

» Intelligent Underwriting Intervention
= Decision Support
Underwriting Workbench
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Analysis in Action

Understanding where analytics can add value to case

underwriting

e Supporting Portfolio Managers Steer portfolios where data is

scarce

* Using machine learning and more traditional models to delivery

operational efficiency
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The Insurance Market

Low Growth

Aggressive Competltlon
.Large Losses

Disruptive distribution S
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Value Chain Compression
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Commercial insurance is a complex transaction...

What is the underwriter thinking about?
Commercial insurance is an experience based profession
requiring complex decision making and judgement.

Will this| customer really move their insurance?

Technically how do | get to the right price to win?

Is this risk one | really want on the books?

Should | instruct a survey?

Can | trust the Broker?

®
Who are my competitors and how are they likely to approach

this?
[

e
Data Strategy Nl

& Delivery (]

Analytics @

Automation and

Business
Process E"

Engineering

Technology E—’D’
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Current Underwriting task allocation

Read

Assess

Input Data

Allocate

Retrieve Data

llustrative
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Instruct

Relationship

management

Underwriting

Respond

Quote
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Max Loss
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Underwriting task allocation — with robotic process automation (RPA)
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Underwriting task allocation — with RPA & Artificial Intelligence

Complex Retrieve Interact/

Judgment : Chase Data : Allocate Evaluate Converse Approve
Relationship ; Input Data ; Read Update Monitor Research
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Challenge is how to overcome current ways of working
Difficult to optimise pricing, underwriting and risk selection

DISAGGREGATED PEOPLE, PROCESSES AND DATA REDUCING UNDERWRITING

- ; PROFITABILITY
.7.
mT Poor data integration
! l = ™

oo *n Strehore  Difficult to extract and
bo) S, . .
Underwriters U/W Case maSter |nf0rmat|0n
Manageris . -
S » Fragmented underwriting
o®@ .4 processes
F% Processgs « High variation and low

i

control over underwriting

Mainframe/s) 2 decision making

Sales

teams
eam "[: » Underwriting leakage

y — A\
np Workflow » Silos operating across
=9 — functions and geographies
G s
\O Multiple Data Stacks . )
- Inefficient and expensive to

Rating tools run

Surveys
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Operating model designed to improve top and bottom line
Delivering solutions that align decision making/accuracy to strategy

INTEGRATING PEOPLE, PROCESS AND DATA

Senior Underwriting

Underwriters Assistants _
Single Ecosystem

Decision Support Visualisation Automation
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Predictive Analytics Rules Engine
Models

A

iii Database and
Analytics Hub

IMPROVING ALL PARTS OF
INSURANCE P&L

High consistency in pricing
and underwriting decisions —
selection as well as routing

Decision augmentation
designed into processes

Significantincrease in both
information and intervention
points for management

Active Portfolio Management

Removes or reduces non-
expert processing which
causes delays and traps
expense

Repatriating process — no
need for offshoring
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Intelligent Intervention and decision
support
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The importance of a process

Price the risk

Research & Understand the Initial acceptance Present the deal .
Pipeline risk and context decision options NEgAEE
P Terms and
Conditions
Develop deal
options
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Injecting sophistication into decision rules

Intervention Rules

Using an increasingly wide range of
internal and external data assets, it
possible to develop, test and deploy a
range of models across the workflow
process:

" Pricing

= Risk selection

= Structured interventions
= Routing

= Prioritisation

= Evaluation

These can be used to automate all or part
of the business process or support human
intervention with decision support
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Decision support
Our view of the key elements of decision support across the value chain

Acquisition Selection Pricing and Negotiation

Risks like
these and
portfolio
context

Pricing
Conversion Survey Transparency

Proactive
pipeline

: Optimisation @ Optimisation and
analytics

visualisation

Pricing and Portfolio Management

Portfolio Exposure
Analytics and Renewal Reinsurance

Third Party
and accumulation @ Optimisation @ Optimisation Scoring

visualisation | management
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Combining Insight and workflow

Price the risk
Research & Understand the Initial acceptance Present the deal

S : " . Negotiate
Pipeline risk and context decision Terms and options

Conditions

Develop deal
options
Workflow Orchestration

Internal & External Data Assets
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Example — Analytics, Operational Models & Decision Support

Broker automated Trading Rules

Broker connectivity

Price the risk
Research & Understand the Initial acceptance Present the deal .
Pipeline risk and context decision options Negotiate
P Terms and
Conditions

.
options Negotiation Supp

Workflow Orchestration

Internal & External Data Assets

Renewal Strategy
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Example - Operational Models & Decision Support

Survey Review Models - topic modeling

Price the risk
Research & Understand the Initial acceptance Present the deal .
. : . . Negotiate
Pipeline risk and context decision Termerand options

Conditions

Develop deal
options

Survey Purchase Models - large loss propensity

Workflow Orchestration

Internal & External Data Assets
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Pricing Decision Support

Transparency

" Bull Underwriter Workbench R ]

Policy Number 5 Title B3 Line of Business. 5 Renewal Date B3
¢ Q0012345 Car Care Centre Motor 4May 2019 1
g R2599021 Handsome Cab Motor 11June 2019
€ H3889921 Miller Realty Property 27Feb 2020
K4590021 Champlain Group Property 14 Aug 2020 -
) oo [rasmon s Developed Losses
(7]
=
5 CAR CARE CENTRE Target Premium £6,000.00
=4 Q0012345 Inception Date 21 Nov 2010
Number of Locations 12
Business Description  Motor vehicle service and repair
[o] 2 ing Code Car/Van/Service/Repair only
o Basis of Driving Any driver
3
[
2
j POLICY KPIs TECHNICAL PREMIUM COMPOSITION
. .
lechnical v Actual price
|PostCoce % | [ewe | 79677
= iy — e Ultimate Claims Cost Per Vehicle Average Cost Per Vehicle
Broker Broker T | Commission $8.207 UWYear Heet Size AD TPPD TPBI Total Al Years Average $1.783
Branch Befast Incumed Claims $33974 2010 62 $191 $522 $1.204 $1.917 Last3 Average $1.186
g&« Ma 1 woiv?hua ?3 2m 82 s $232 $2222 $2.626 Last5 Average $1.756
2012 587 §186 $350 $2.043 $2.584 Selected $1.783
Policy GWP 2013 B sio|  s1s3 77| s1.000
+ - Experience Risk Premium
Actual GWP 79677 2014 5  sio $326|  s10% 51515 y
Modeled GWVP s149.344 215 59| s3]  s;9|  ss89| 51067 VenceMambes | 59
| Average Poticko GWP | $853%2 Expesience Risk Premium 5105224
GWP Comparison i
Modolled Risk Premiums [rans parent Com ponents
- . m
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Provide information to the underwriter to support the pricing and
underwriting decisions

Hal"1" Bal Underwriter Workbench

AVERAGE PORTFOLIO PREMIUM - VEHICLE GROUP BREAKDOWN

& TAsKLIST # HOME

g PORTFOLIO

Policy Premiums by Vehicle Group (relative to portfolio)

Car HG! PCV Special Vehicle

25thto 7!

Vehicle Group Level Information

Number_Vehicles | Policy_GWP | Ciaims_ncurred | AvgPrem_Policy | AvgPrem_Portfolio | RiskAd_GWP

Bus and Coach 5| sinoet s18.724 s2212 s1.943 s9.715
car 5| sus63 12607 ss83 siies|  smam
HGV 3| sesm 50 2191 2201 S6.604
PCv 3| s 0 152 167 s5018
Special Vehicle ZV 52‘1417 $0 $1.07M 8914 $1.828
Van 21| s s2643 s1.464 S15%| 533095

Number Vehicles | Policy GWP | Claims Incurred | Avg Prem Policy | Avg Prem Portfoio | Risk Adj GWP
59 79677 $33.974 51350 $1.447 585392

Policy Breakdown By Vehicle Group

Average Portfolio Premium

Risk adjusted portfolio price comparisons
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Benchmark Pricing

MI to support negotiation

Loss Ratio

#Walk Away Price
M Expiring Price

A Target Return Price

Policy 1 Policy 2 Policy 3

52.00%

50.00% +

48.00% +

46.00% +

44.00% +

42.00%

40.00%

38.00%

Negotiation

Loss Ratio by Intermediary

- 800,000,000

-+ 700,000,000

- 600,000,000

—+ 500,000,000

- 400,000,000

-+ 300,000,000

+ 200,000,000

=+ 100,000,000

0

Intermediary 1

Intermediary 2 Intermediary 3

Intermediary

—@- Loss Ratio [ sum of GWP

Intermediary 4

GWP

Return on Premium

100%

T S —

0% =

by Policy

Return on Premium

g

-100%

-150%

-200%

Policy xyz

R

Policy Rank
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Enhanced MIto support negotiation

Highly Partnered Brokers

Average Return on Premium New Business Conversion Ratio
45 * 15% 50 °
£ ° 90%
40 . . . & a0
E3s 6 E ° 70%
£ 30 . ] E 30 ° ®
=2 5% L ] 50%
E 25 < 5g 6
L =
3
% : - E N . . N
3 15 <
= 0 . 10%
z 3

10 5%
B I . I ° Intermediary 1 Intermediary 2 Intermediary 3 Intermediary4  Average
0 -10% = Annual Premium ® All Risks - YTD

Intermediary 1 Intermediary 2 Intermediary 3 Intermediary4  Average ® Risks Like This - YTD @ All Risks - Last 2 Yrs
®Annual Premium  @All Risks @ Risks Like This @ Risks Like This - Last 2 Years
Operational Expense Score Retention Ratio
. (e.g. # emails/calls per risk) " a5 100%
40 ‘ 40 L] 959

E 35 8 £ 35 ]
I ur ] [
£ 30 £ 30 N 90%
S 6 =2
= £ 25
e | s 85%
& 20 ® 9 4 a 20
S 15 g 15 80%
c
£ 10 Z 10
< 2 < 75%

5 5

0 0 0 70%

Intermediary 1 Intermediary 2 Intermediary 3 Intermediary 4  Average Intermediary 1 Intermediary 2 Intermediary 3 Intermediary 4 Average
m Annual Premium @ All Risks @ Risks Like This m Annual Premium  @All Risks @ Risks Like This
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Underwriting Workbench
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An Underwriter’s Digital Environment

Underwriting Workbench

Screen 1 — executing tasks Screen 2 — decision support

Case facts and consistent header Context Sensitive Support:
Search / Breadcrumbs / Navigation / Status + Performance

» Conversion
Portfolio Context

Data scores
Main Action window: Accumulations

*  Quote / Renewal / Price UW Guides
*  Prioritised workflow

+ Data Ingestion

* Calling TP services

* Sanctions check

*  Policy Admin

*  Automation overlay

*  Broker Communication

Survey

Wording
Claims

My Portfolio

Tabulated TP Data Object
Data:

» Geospatial

* Financial

* Asset search

* News

Industry Insight

Secure Chat

Configure

Data integration to mainframe, data warehousing, pricing and analytics hub, unstructured data. TP services and

broker portals
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An Underwriter’s Digital Environment
Underwriting W orkbench - workflow, analytical decision support and data integration

Bl "1* Ral Unceruriter Workbench

willistowerswatson.com WillisTowers Watson L«I"I"l:l 26
© 2019 WillisTowersWatson. All rightsreserved. Proprietary and Confidential. For Willis TowersWatson and Willis TowersWatson client use only.



