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The underwriting of life and health insurance products is entering a transformational phase — one
that, for now at least, is being driven more by advances in data, analytics and processing technology
than advances in medicine. It is the digital transformation of business processing that will, at last,
enable insurers to start transforming the customer’s underwriting journey to one as seamless as the
digital apps that will be the primary engagement tools for the next generation of consumers.

RGA's 2017 Global Life and Health Underwriting Survey findings demonstrate that for 25 leading
life and health insurers from around the world, the practice of underwriting is being challenged not
just to keep up with these advances, but to play a leading role in the transformation of business
processes and the deployment of strategies to grow new business.

For this survey, conducted online from August to September 2017, underwriting leaders from large
global, regional and single-market life and health insurance companies were queried about their
priorities and challenges in this radically changing function. Survey participants provided their
perspectives on the industry, the business environment and their organizational plans for the future.
(The full list of participants is in Appendix A.)

We found underwriting leaders are currently thinking strategically about their business practices —
particularly about the role of underwriting in today’s environment, and the importance of underwriting
as part of the response to the persistent forces of increased competition, technological disruption
and changing consumer expectations.

It is apparent that transformations in underwriting are actively accelerating across the globe. Even

if the degree of formality differs by company and region, key aspects of change, such as predictive
underwriting, electronic underwriting, assimilation of disruptors and segment-specific strategies, are
being tackled by multinational and large insurers alike. The industry stands to benefit greatly from
this transformation, and steps are being taken to capture that value now.

Looking ahead, priorities will shift and expand, and investments will be made that will create
opportunities among various approaches. The time to test and learn, however, appears to be now,
as insurers reported their investment dollars are already flowing in this direction.

RGA conducts global surveys on several industry topics to provide clients with tools to increase
profitability, efficiency and effectiveness. We would like to thank the 25 life and health insurers
for their time and effort responding to this survey. We hope you find the analysis and insights
informative as you continue to refine your approach to this critical function.

If you have any questions or wish to discuss any aspect of the survey or this whitepaper, please
reach out to your RGA contacts or contact us directly.

Kind regards,

Nic Lempriere-Hogg Dan Lyons

Senior Vice President, Global Underwriting Solutions Vice President, Business Initiatives
RGA RGA

nlempriere-hogg@rgare.com dlyons@rgare.com
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The Timeframe for Transformation Is Now

Underwriting leaders globally were nearly unanimous in their assessment
that there is a current perceived need in their organizations to change, with
96% indicating a significant or moderate need to improve performance
overall. When asked what metrics they would be most focused on improving,
top responses included: Policy Turnaround Time (83%); Improved Customer
Experience (83%); and Efficiency (75%). Overall Underwriting Cost and
Improved Risk Selection rounded out the top five priorities with 58% each.

Figure 1: Perceived Areas of Need to Improve Underwriting Performance
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As illustrated in Figure 1 (above), given the overwhelming perceived need

to improve underwriting performance, it is not a surprise that 68% of
underwriting leaders surveyed expect their organizations to make a significant
or very significant investment in improving efficiency and effectiveness of
current processes over the next three to five years (as noted in Figure 2).

Survey findings revealed that change is already underway, with Figure 2: Anticipated Expenditure on Underwriting
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Figure 3: Five Dimensions of Underwriting Transformation
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Dimension 1: Assimilation of Disruptors

It is easy to forget that only relatively recently has talk of disruption within the life
and health insurance industry gone mainstream. Amid much fanfare, tech players
and new market entrants, backed by new disruptive technologies, are expected to
reinvent the insurance model, which could displace established incumbents. Subtly,
the focus of conversations appears to be changing, with established incumbents
now thinking about how to assimilate disruptive innovations into their strategies to
further their enterprises’ strategic growth objectives. The underwriting function is a
key focus within this shift.

We asked underwriting leaders which innovations would have the most significant
impact on the life and health underwriting function over the next three-to-five years:
Electronic underwriting topped the list with 84%, indicating a Significant or Very
Significant impact. Big Data was indicated by 76% of respondents, Dynamic (or
Reflexive) Underwriting by 68%, New Evidence Sources by 68%, and Predictive
Underwriting by 64%.

Figure 4: Expected Impact of Disruptive Innovations on the Underwriting Function
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Somewhat surprisingly, Genomics and Wearables/Biosensors — despite
being industry hot topics — were scored as the least impactful over the
next few years. Some survey respondents indicated that the industry’s
understanding of those technologies has not progressed enough to deploy
those innovations broadly in sales operations at scale.

Dimension 2: Enhancing the Customer Experience

A growing number of life and health insurers recognize that providing a strong
customer experience is not just about building goodwill, but can also be a
tool to create magnetism with an insurer’s customer base and differentiate

it from competitors. In fact, many of the insurers surveyed have “Customer
Centricity” or some variant as a key pillar in their strategic roadmaps.
Incrementally, as distribution shifts (in some markets more towards direct
approaches), more of the customer experience is being shouldered by the
insurer (versus intermediaries). Underwriting is often one of the entry points
to a long-term customer relationship and that first impression — if done right —
can be the cornerstone of a high lifetime value connection.

The fully underwritten process has been singled out as one of the
traditional consumer hassles. Application processes can be time-
consuming and confusing, and it can take weeks for a policy to be issued.
This is increasingly dissatisfactory to consumers who are now familiar with
the point-click-buy models of online retailers like Amazon and Alibaba.com.

Survey respondents indicated that 61% of new business in 2016 was fully
underwritten. Preferred approaches (i.e., segmentation of the standard pool
to isolate and offer lower rates to those lives that are expected to perform
better than standard mortality) are more prominent in markets such as the
United States and Canada.

Figure 5: Percentage of New Business Revenue by Underwriting Method
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RGA observed that there is a widespread belief that to compete, insurers
will have to rely less on fully underwritten approaches and, increasingly, on
more customer-friendly and efficient underwriting options to win business.
Seventy-one percent of underwriting leaders reported that they expect the
percentage of new business premium that is fully underwritten to decrease
or significantly decrease within the next five years (as shown in Figure 6).
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Figure 6: Expected Change in the Percentage of New Business
That is Fully Underwritten
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Respondents were asked which forces are driving the shift towards less
reliance on fully underwritten approaches. As seen in Figure 7 (below),
they ranked the following reasons at the top: Enhanced Customer
Experience, Emerging Consumer Demand, the Ability to Use More
Data-driven Approaches, and Cost Efficiency.

Figure 7: Drivers of the Shift Away from Fully Underwritten Approaches
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Dimension 3: Shift to Predictive vs. Reactive Underwriting

The use of advanced data techniques in property and casualty insurance
underwriting has been well established for years. The common consensus
has been, however, that predictive approaches have been evolving at a
slower pace in the life and health space. Results from our 2017 survey

are challenging that belief, as RGA observed an acceleration in the shift
towards the use of predictive approaches.

Thirty-six percent of insurers surveyed are using predictive analytics and
tools in their underwriting processes (compared to 14% in RGA’'s 2013 Global
Underwriting Survey), indicating that predictive approaches are taking root
within an increasing number of insurers. Most interestingly, for those not
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currently using predictive approaches, more than half (56% of respondents)

reported that they plan to use them in the next three to five years (as
compared to 41% of survey respondents from the 2013 RGA Survey).

Driving the shift to predictive approaches is the increased availability
of alternative evidence sources with complementary data (see Figure
9, below). As expected, insurers are predominantly using trusted
resources, such as Insurance Activity Indices (MIB) and Prescription
Drug History, with 16 and 13 responses respectively, followed by
Criminal History and Motor Vehicle Records with 10 responses each.
However, in the future, underwriting leaders indicated that Electronic
Medical Records, Credit Scores and Wearable Data represent “the
next big things” for incorporation into their approaches. Of those
survey respondents not using those alternative evidence sources
today, many indicated plans to use them within the next five years.

Figure 9: Current and Future Usage of Alternative Evidence
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Fraud-scoring analytics is an area of specialization within the field
of predictive underwriting where the survey found accelerated
expectations for adoption. In this area of focus, insurers use data
and analytics to flag individuals at high risk for fraudulent behavior.
Survey results, as seen in Figure 10, found that only 12% of
organizations are currently using fraud-scoring analytics in their
application process, and 44% of the remaining organizations plan to
do so in the next three to five years.

Insurers remain mindful of the risks inherent in new predictive
approaches, and are seeking assistance to provide new approaches
as well as validate in-house solutions. All of the survey respondents
reported seeking reinsurer advice when incorporating third-party
evidence into their underwriting processes, and 40% indicated that
they seek help from consulting firms.

Figure 8: Current and Future Usage of
Predictive Analytics
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Figure 10: Utilization of Fraud Scoring Analytics
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Dimension 4: Deployment of Electronic Underwriting
Automation of underwriting (e-underwriting) is not a new concept;
indeed, it has been a growing part of new business processing

for more than two decades. This survey noted a continuing trend
of strong interest and focus on expanding the role and rate of
business processing through e-underwriting solutions. Eighty
percent of respondents said they have deployed an e-underwriting
system in at least one business line or local country office,
compared with 77% of respondents in 2013. E-underwriting
systems, once viewed as a critical enabler of efficiency, cost
savings, and enhanced customer experience, are now increasingly
being used as vehicles for deploying predictive models into

the underwriting process. They have also effectively become a
foundation for broader business processing “ecosystems,” through
which insurers are delivering an expanded array of data-driven
predictive, preferred, fluidless', and simplified decisions.

When asked what attributes of an e-underwriting system they see
as important for driving future growth, respondents cited Straight-
Through Processing (STP) rates as the most common area of focus.
The survey delved further into underwriter expectations for their
e-underwriting platforms and found that 65% of insurers expected a
STP rate greater than 60% as an optimal level.

Figure 12: Important Attributes of e-Underwriting Systems to
Drive Future Growth
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Figure 11: Deployment of e-Underwriting
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Other underwriting leaders, however, were quick to point out their belief that
an experienced underwriter cannot be replaced by an e-underwriting system,
and that strategies incorporating e-underwriting should be balanced in the
use of human and electronic approaches to optimize outcomes.

Dimension 5: Segment-Specific Specialization

As many insurers shift towards a consumer-centric approach, a theme
that has emerged globally is less reliance on “one-size-fits-all” products
and a renewed focus on more segment-specific strategies. Survey
results indicated insurers are currently developing or plan to develop
targeted strategies to cater to specific socioeconomic segments. The
high net worth (HNW) segment garnered the most attention, with 13
respondents indicating they already had or planned to have a formal
program in place within the next two years. The mass market/mass
affluent segment is supported by nine insurers.

Six respondents indicated they are either currently creating or plan

to create dedicated underwriting strategies for individuals with
impairments and seniors/retirees. Five companies reported an
underwriting focus on the juvenile segment, while four respondents
respectively, indicate support for the following segments: millennials,
families, and females. There was one response for the male segment.
We were curious to understand whether underwriting units were
keeping pace with the segment-specific focuses of their parents —
and from the responses collected (see Figure 13, below), it appears
segment specificity is or will become top of mind.

Figure 13: Dedicated Underwriting Segment Focus
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Looking Ahead

The five dimensions of underwriting transformation are under way. RGA
noted an expected shift in processes and resources from our 2013 survey.
Although the investments and speed at which they will evolve will vary
from company to company, the RGA 2017 survey results showed that
undeniably insurers are allocating more mindshare to these evolutions and
are beginning to implement strategies in one form or another.

The findings demonstrate that now is a great time to evaluate underwriting
approaches and take steps to begin building for 2020, 2030 and beyond.
Conducting a review of strengths and weaknesses through the lens of
these dimensions can help determine which are most important to your
organization, and dictate where you plant flags sooner versus later.

RGA would like to sincerely thank all participants for their time in
responding to this survey. We hope you find the analysis and insights
informative as you continue to refine your approach to this critical function.

Notice

This report and any opinions and conclusions contained herein have
been prepared for the benefit of companies that participated in the study.
Reinsurance Group of America, Incorporated, its subsidiary companies and
each of its directors, officers and employees (“RGA”) expressly disclaim
all and any contractual, tortious or other form of liability to any person in
respect of any consequences arising from its use in reliance upon the
whole or any part of this report or any of the information contained herein.
By using this report, any such third party hereby releases, holds harmless
and forever discharges RGA from any and all claims, actions or causes of
action of any nature whatsoever arising from its use.

In developing this report, RGA has relied upon the accuracy and
completeness of a substantial amount of data and information supplied

by participants in the study without independent verification. Information
contained in this report is not exhaustive and does not cover all issues,
topics, or facts that may be relevant to your goals. Nothing contained in this
report should be construed as rendering any form of professional advice.

RGA has made all reasonable efforts to ensure that the information
provided in this publication is accurate at the time of inclusion and accepts
no liability for any inaccuracies or omissions. RGA may make changes or
improvements at any time, but does not undertake any obligation to update
or correct information if it is not, or is no longer, accurate or complete.

Global Life and Health Underwriting Survey
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About RGA

Reinsurance Group of America, Incorporated (NYSE: RGA) is one of the
largest global providers of life reinsurance and the only global reinsurance
company focused solely on life and health reinsurance. Headquartered

in St. Louis, Missouri, RGA’s operations in 27 countries deliver expert
solutions in individual life reinsurance, living benefits reinsurance, group
reinsurance, health reinsurance, financial solutions, facultative underwriting
and product development.

© 2017, Reinsurance Group of America, Incorporated. All rights reserved. No part of this
publication may be reproduced in any form without the prior permission of the publisher.

For requests to reproduce in part or entirely, please contact:
publications@rgare.com
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Appendix A: Survey Participants

RGA would like to thank the following companies for their participation in our 2017
Global Life and Health Underwriting Survey:

AlA Group (Global)

AIG Life UK (United Kingdom)
Allianz SE (Global)

Assicurazioni Generali S.p.A (Global)
AXA Life Insurance (Global)

BNP Paribas Cardif (France)

Cigna (United States)

Discovery Life (South Africa)

Genworth Life Insurance Company
(United States)

Great-West Life/London Life/
Canada Life (Canada)

HSBC Insurance (Global)

Lincoln Financial Group
(United States)

Principal Financial Group
(United States)

Pan-American Life Insurance Group
(The Americas)

Prudential International Insurance
(Global)

Prudential (U.S.)

Manulife (Manufacturers Life Insurance
Co. - Global)

MAPFRE VIDA (Global)
MassMutual Asia Ltd (Asia)
Nationwide Financial (United States)
Northwestern Mutual (United States)

Sammons Financial Group (United
States)

Sun Life Financial Assurance
Company (Global)

The Dai-ichi Life Insurance Company,
Limited (Global)

Zurich Life (Global)

Global Life and Health Underwriting Survey



