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How will insurance and
underwriting look
different?
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Current trends
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Trends for insurers

Drivers of disruption or opportunities for growth and positive change

Demand for digitalization

Natural catastrophes and global pandemic

Evolving customer expectations

Workforce of the future

5‘
T Explosion of data

Protection and security

Competitive marketplace

Challenges

0
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How COVID-19 is transforming the insurance industry

P&C underwriters continue to evaluate and synthesize the key impacts of COVID-19. Some of the implications and changes will define a
new normal for the industry as a whole.

Significant
business
demographic
shifts

Demand for digitalization

New loss
prevention
and mitigation

. requirements
Natural catastrophes and global pandemic

Pandemic
insurance

capacity

Digital demands
underwriter of
the future 2.0

Evolving customer expectations

Workforce of the future

5‘
T Explosion of data

Protection and security

Competitive marketplace

Challenges

0
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The underwriter of the future
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[The underwriter of the future is now]

The underwriter of
the future is now
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Ernst & Young LLP and CPCU jointly surveyed over
across personal, commercial and specialty lines

1,000 CPCU members

The multifaceted nature of the underwriter
role is here to stay

More than 7 5% of those surveyed in Tools are critical
commercial and specialty felt the sales
and decision scientist functions are

The majority of technology investments

important or highly important, but over agent portal, predictive modeling, policy

50% felt their capabilities are only administration, analytics/reporting and
SEERE G CETTET Rl TR CRM (pipeline management, cross-sell).

The majority of

recruiting efforts will The apprentice model

focus on millennials .
continues to be valuable,

while web-based, classroom
and on-the-job training are
weighted as equally important.

and Generation Y and
source from college
campuses and other
insurers.
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are focused on underwriting workstation,

Four key
capabilities for
the future of
underwriting

Innovation skills and tools

are a major gap among respondents, with less
than 40% feeling that they have mature
capabilities to innovate.

Training ranks as high as
technology in terms of areas of
priority investment across all
four underwriting profiles.
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Underwriting is one of the areas undergoing radical shifts

Underwriters stand to benefit more than any other function within the insurance organization — but also
stand to be most impacted by the digital disruption.

The

future is
now
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Key findings from the digital underwriting survey

Predictive analytics, big data,
underwriting trading
platforms and geographic

information systems (GIS) are
the most mature
technologies.

Blockchain, reaan

sensor-based technologies will be
increased areas of future investment.

Most respondents indicate
limited partnership with

InsurTech firms.
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More than 5 O% of those

surveyed are in rollout or
refinement stage with these
technologies.

Artificial intelligence

lacks traction to date; however, over 40% of
respondents have future plans for

automated reasoning.

Significant gaps in survey data
regarding business benefit
realization suggest the need for
more monitoring time with the
early-stage investments as well
as the need for better use cases
and more business case rigor.
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Robotic process
automation (RPA)

has been and will continue to be mostly
focused on repetitive data processing.

UnderwriterSare being

recruited for multifaceted roles requiring
a broad range of skills (*jack of all
trades™). Digital technologies will enable
the underwriter to master the critical
capabilities.

Underwriting and pricing

are the two most important capabilities to
advance with future technology
investments.
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The underwriter of the future will be digital

Underwriters stand to benefit more than any other function within the insurance organization — but also stand to be most impacted by
the digital disruption

The future is now

L L4

Sales Decision Customer Innovator
executive Scientist advocate

Shifts in underwriter responsibilities and required skills

Personalized brand and connectedness

Data-driven decision-making powered by sophisticated rules and models
Industrialized product and service innovation

Technology convergence complicating underwriting while enabling the underwriter
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Rethinking the business of
underwriting
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Rethinking risk transfer

Will the advent of greater
data-driven insights
change the risk equation?
Stimulate greater use of
self-insurance? Open
opportunities for
nontraditional forms of
insurance protection?
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Rethinking risk insight and risk decisioning
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Can new sources of digital
insight improve precision
in risk assessment and
pricing? How will usage-
based and on-demand
products change
underwriting approaches?
How can real-time insights
improve account servicing
and risk management?
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Rethinking communities and connectivity

How will these platforms change the nature of advice and education as connectivity, content and commerce converge?
Can these platforms play a role in optimizing the network of customer, distributor and underwriter relationships and

improve delivery?

Communities and platforms Infrastructure and connectivity
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Rethinking data and technology

In this digital age, the digital technologies are creating new forms of digital data and a phenomenon

of convergence.

Artificial
intelligence

GIS mapping

/ /)

Supply chain
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Insight engine

Modeling and
predictive
analytics

Visual
analytics

KPls

Spatial Reports dashboards Drill-down

analytics and analytics reports

Data architecture
Planning and

Content .
forecasting

analytics

Real-time integration Batch integration

Data sources
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Telematics

Social media

NN AN

Sensors
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P&C InsurTech: by capability

Do any of these firms present channel opportunities to partner with to provide product ? Can these firms help leapfrog
technology capabilities to improve underwriting ?

Product

Traditional PL and CL products
P2P and captive insurance

} On-demand/pay-as-you-go

\\
P&C \ Insurance data/analytics Machine learning
= Blockchain Image/video analysis
|nSUI'TeCh. @) Platform } Infrastructure/operations Robotics
,v"jvvvvvv

Policyholder services Sensor-based
Artificial intelligence Risk inspection

DiStri bution } Comparison/marketplace/e-broker
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The new underwriting value chain

For the first time in insurance history, insurers have an opportunity to operate and partner in new ways with the connectedness that
technologies and new business models are enabling

MS;EZEQE/ Sale.sand Underw.rifcing Policy/BiIIing Financial
Development Distribution and Pricing Management

Account Service

Product

Development Marketing Distribution

Increasing customer

Emerging risks Increased digital Proliferation of
and new business interaction with  aggregators and epgagement thropgt
models customer comparison digitalioiE i
platforms platforms (e.qg., chatbots)
More accurate risk Increased use of Increased use of Dynamically ' | Real-time insights
assessment and predictive models, predictive models, generated, tailored ' enable more responsive
selection due to sophisticated risk- sophisticated risk- proposals supported loss control service
connected ecosystem adjusted pricing and adjusted pricing and by scenario-based
and digital data pre-fill rules-based form rules-based form modeling tools
selection selection
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Future of work

The future of work is not a thing of tomorrow but a reality of today

Industry growth pressures
are forcing carriers to
innovate and differentiate
in order to remain
competitive

The nature of underwriting
roles is expected to change
as process automation and
decision automation
increase — creating unique
talent strategy challenges

We have four generations
in the workforce coexisting
together — Traditionalist,
boomer, Generation X and
millennial

As flexible working has
become more accepted,
real estate square footage
has decreased and virtual
collaboration has increased

The definition of employee
has changed. We now have
four: full-time, contingent,
remote, robot

3.

» -
S hll )

R —

A new generation of
leaders equipped with a
higher technology IQ is
needed for tomorrow's
workforce

Technology has become a
part of our daily lives.
Employees are focused on
work-life integration over
balance

Purpose-driven, socially
responsible organizations
have become magnets for
young talent

Customers and employees
want the same digital
experience and customer
service they can get at
home

A focus on repeatable
innovation through
continual insight
generation favors teams
and collaboration over
individuals
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Underwriters: changing of the guard

Four generations of underwriting talent are faced with changes in mindset, communications, expectations and even work wardrobe

Innovation

Regulatory

Robotics
Compliance

Digital

Advanced analytics

Tax SUitS + jeans Cloud

Operations Risk FinTech Disruption

Cost reduction

Accounting

_ Blockchain
Union square

Times square

2\
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Changes to the underwriting workforce

Underwriter communication/work preferences across four workforce generations are diverse and increasingly virtual

How we
communicate
is changing =
Traditionalist Boomer Generation X Millennial
"Write me" "Call me" "Email me" "Text me"
The way we
work and From traditional desk employees to “live- Digital technologies present opportunities
accomplish as-you-go, work-as-you-live" employees to redefine how decisioning, processing
tasks is enabled by new technology and customer/broker interactions occur
changing

US workers who work from
home some or all of the time

More than Projected gap in the UW

17 million workforce by 2020
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Underwriter workforce transformation

Insurers are starting to define their talent road maps to prepare for the digital underwriter of the future

Traditional insurer

Underwriting

Product-centric offerings, rigid pricing
parameters, fast-follower solution creation, and
proliferation of manual processing using legacy
core processing platforms
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Marketing and distribution
Agent dominated, traditional mass
advertising strategies and channels

Servicing and operations

Product and business unit centric, reliant
on agents, telephone- and paper-based,
labor-intensive and cumbersome

Claims

Manual processing, long wait times,
dependent on subjective/

reported information

Risk management

Reactive, risk impact mitigation oriented,
relies on broad demographic and
historical information

must become the

y

>

>

Product-
centric
Process-
focused
Rooted in
tradition and
legacy
Resistant to
change

Customer-
centric

Experience-

focused

Innovation at

the core

Agile and
adaptive
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Digital insurer

Underwriting
Speed-to-market offerings with tailored products,

services, advice and solution delivery for customer,
industry and distribution segments; analytics-fueled
portfolio and individual risk underwriting; integrated
digital and core technologies for process and
decision automation aligned with risk complexity.

Marketing and distribution

Personalized and _
contextual, social and engaging

Servicing and operations

Customer-centric with omnichannel
presence, simple and seamless, self-
service friendly

Claims

Complexity drives handling approach (e.q.,
automated processing), fast turnaround,
leverages objective measured/collected data

Risk management

Proactive, risk occurrence monitoring
and prevention-focused; incorporates
rich real-time data
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Questions?

SAELR ' o rF gy .’ & 27,
Page 24 = Central lllinois CPCU IDay = = = = == 14444 (/' ' f : EY
! 134

AL ' e/'w'. L b
— - . I," ‘:‘f ,'_//‘ f‘: 4



Contact information

Rebecca Freeman
Managing Director
Ernst & Young LLP

rebecca.freeman®ey.com
+1 419 371 8664
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EY | Assurance | Tax | Strategy and Transactions | Consulting

About EY

EY is a global leader in assurance, tax, strategy, transaction and consulting
services. The insights and quality services we deliver help build trust and
confidence in the capital markets and in economies the world over. We develop
outstanding leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a better working world
for our people, for our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of the member
firms of Ernst & Young Global Limited, each of which is a separate legal entity.
Ernst & Young Global Limited, a UK company limited by guarantee, does not
provide services to clients. Information about how EY collects and uses personal
data and a description of the rights individuals have under data protection
legislation are available via ey.com/privacy. For more information about our
organization, please visit ey.com.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

© 2020 Ernst & Young LLP.
All Rights Reserved.

2011-3618972
ED None

This material has been prepared for general informational purposes
only and is not intended to be relied upon as accounting, tax or other
professional advice. Please refer to your advisors for specific advice.
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