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Introduction

Objective
Evolution of the insurance market
Risk manager’s expectations
Extend to which insurance supports overall risk management

* Earnings Before Interest, Taxes, Depreciation, and Amortisation
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A long term solution for a long term problem

Which of the following changes to your insurance programme will you consider as a result
of the current financial and economic climate?

Basis: N=491

In the current economic climate: Strengthenloss prevention activity 57%

o ) Megotiating long term agreement or roll over
Majority of respondents are planning

to strengthen their loss prevention Selection of more robust insurers
activity rather than increasing their use

of insurance. Implementation or optimisation of captive facilities

Acceleration of claims settlement process to improve cash flow

Long term agreement or roll over Increase intraditional risk transfer (capacity andfor scope of

is favoured by 40% of insureds. coverage)
Decreasein traditional risk transfer {capacity and/or scope of
. e .. coverage)
Captive facilities seen as an efficient 1
use of capital. None 1%
Purchase of creditinsurance || NN 10%
Mo opinion / Don't know 49,
(Multiple choice) 0% 10% 20% 30% 40% 50% 60%

Risk Managers are taking a more long term view of the financial crisis.
Level of action has increased: very few will do nothing.
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Improve efficiency but don’t forget innovation

Which of the following areas should insurers prioritise for improvement?

Basis: N=491
43%

. Efficiency inclaims settlement process
43% of respondents are demanding ! g

improved efficiency in claims Tailor-made policy wording
settlement process (not only to

generate cash but to preserve market _
share/brand reputation). Designof global programme

International reporting (premiums and/or claims)

Mew insurance coverage

Insurers are also reminded not to Consistent compliance approach 040% U 13%
forget innovation: strong expectations
regarding tailor-made policy wording

and new insurance coverage . Setting up of a Service Level Agreement between insurerand client

Claims benchmarking/analysis

Capacity increase

Capacity and geographical breadth Expansion of territorial coverage
not seen as an issue.

Other 29

Mo opinion/Don't know 4%,

0% 10% 20% 30% 40% 50%
(Multiple choice)

The top answer reminds us the ultimate purpose of Insurance: claims settlement.

More than ever insureds need to be efficiently supported in times of crisis following a claim.
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Is the risk properly identified/mapped?

Is the risk adequately insured?

Brand reputation and cyber: the least 90%
mapped/identified and least insured
risks. 30%
Main hurdles to availability of 20%
coverage: increased complexity of
risks 60%
- inadequate information.

50%
Varying results across Europe:
Cyber risks: adequately insured 40%
for 50% of ltalian vs 6% of German
respondents. 30%
Environmental coverage: adequately 20%
insured for 94% of German vs 47%
of English respondents. 10%
63% believe that brand reputation 0%

0

is not properly insured: but can brand
reputation ever be fully insurable?

1 78% 779,

B Therisk is properly identified/mapped

Knowledge is key for both insurers and clients

Therisk is adequately insured

EPL

A risk which is adequately identified/mapped doesn’t mean that it is adequately insured: the Risk Manager has either made an informed
« cost/benefit » decision or the coverage is not available.
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78%
74%
69%
63%
60%
55% 55% 549,
46% 47%
25%
18%
T T T T T T 1
Env. Fraud Supply chain Cyber Credit Brand
Reputation
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A squeeze on consultants

Who is your preferred partner in respect of the following risk engineering services?

Health and safety 62% 9% 8% 1% 5% 8%
Public and product liability 22% 23% 4% 1% 8% 4%
Environmental liability 27% 16% 14% 1% 9% 8%
Fire safety and prevention 33% 34%
IMotor fleet management 25% 19% 7% 6% 10% 9%
Marine 1% 21% 3% 2% 15% 16%
Construction 19% 21% 7% 1% 11% 10%
Natural catastrophes 9% 31% 7% 2% 12% 9%
o'l% 2ol% 4ol% sol% SUI% 106%
mDedicated internal team mErokers Insurers m Consultants m Other ul have no partners mNo opinion / Don't know
More services are carried out in-house, at the expense of external consultants.
Results still in line with historic trends despite increasing focus on loss prevention by Risk Managers.
A surprising number of respondents have no risk engineering partners.
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1 in 4 not sufficiently informed

How extensive is your knowledge of the total remuneration your broker receives
(from all parties) in relation to the business you transact with them?

Majority of respondents remain fairly
knowledgeable regarding broker
remuneration.

However almost one quarter of all
respondents have inadequate
knowledge, an increase of 6%
vs. 2010.

UK more satisfied with their level
of knowledge (82% vs. 70%).

6% of respondents do not use a
broker.

Assuming that 100% transparency in the level of broker’s remuneration should be the aim of the industry, there remains work to be done.
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34%

13%

mComplete
Good
Moderate

B Poor

ENone

Donot use a broker
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Volatility and the effect of regulation

Identify the top 3 issues that you believe are likely in the next two years to have the greatest
effect on insurance terms and conditions:

Basis: N=491
81%
Matural catastrophe claims 51%
(.;Iai_r.ns trends (bOth nat cat, an.d Solvency |l - potential impact on availability of insurance capacity 40% 627
liability) and Solvency Il most likely and cost

to have the greatest effect on the

. Increasein liability claims
insurance market.

O

Compliance

For 42% of respondents the
arrangement and purchase of Downgrading of insurance players
insurance programme might change
in order to comply with evolving laws
and regulations worldwide.

Change in environmental regulations

Saolvency Il — potential impact on captives — — 41% of those

who own a captive
13% regard solvency Il as
a major concern

Collective redressiclass actions
Terrorism 7%

Mo opinion/Don't know 6%

0% 10% 20% 30% 40% 50% 60%
(Multiple choice)

More claims volatility =» more capital required under Solvency |l = Changes in conditions?
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Perception is not reality

With respect to contract certainty have you
experienced any improvement in the issuing
of policy documents?

Master policy issuing 39% 20%

Local policy(ies ) issuing 48% 22%

0% 20% 40% 50% 80%

100%

EYes No MNo opinion/Don’t know

40%
30%
20%
10%

0% -

50%
40%
30%
20%
10%

0% A

On average, at last renewal, when were
your policy documents issued in relation
to the policy inception date?

Master policy issuing

360/6 340/6 90/ 0
(]

20%
15% 15% ! 18%

YWyithin one month YWyithin 3 months Over 3 months

m2010 2012

Before inception date
Local policy issuing

380, 40%

30%
’ 27°" 23% 23%

9% 10%

Before inception date YWyithin one month YWyithin 3 months Over 3 months

After 1 month of inception: 49% and 37% of master and local policies respectively have been issued.

Despite perception there has been no real improvement in the speed of policy issue since 2010.

Speed of policy issue should be a factor of differentiation. However not an area of concern for a majority of respondents (increasing number

of « no opinion/don’t know »).
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Local capability is essential

In your experience, what are the 2 main aspects of a global programme that exert greatest
influence toward ensuring overseas subsidiaries provide full support to a global programme?
Basis: N=491
Certainty that full support will be provided locally by brokers and

Full local support by brokers and insUrers representatives {administrative and claims handling)
insurers viewed most important factor.

49%

|

Competitiveterms and conditions under local integrated policies 40%

Importance of efficient internal
communication to promote the

Efficient internal Risk Management communication (group insurance _ 345 O 520/
programme. website, road shows, training etc... ) ' °
|n’[erna’[i0na| inSUrance programme Accesstomasterterms and conditions _ 34%

cannot neglect local requirements.

Active support of yvour Board towards Risk Management strategy

25% U 40%

Sharing of roles between insurers/
brokers and risk managers will
facilitate local subsidiary buy-in.

Flexibility on premium allocation 18%

|

0% 10% 20% 30% 40% 50% £0%
(Multiple choice)

The top answer emphasizes the importance of considered and careful selection of reliable and efficient network partners.
The influence of the Board is not valued a lot except in France (40% vs 25%).
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Motor stands alone

In your opinion what is usually the most efficient international insurance structure
for the following risks?

oot T 323 15%

413 18%

a1 25%

0% 21%

Motor m 15% 20%

0% 20% 40% 50% 80% 100%

mhdaster policy only, granting coverage on a non-admitted basis for international operations Master policy and local policies in selected countries
Master policy and local policies in all countries where the insured is present B ocal standalone policies only

Except for motor, the market is moving quickly towards international programmes with a preference for a « master policy supported by local policies
in selected countries ».

Biggest change over the years: D&O and environment .
Main incentives: search for certainty and compliance.
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A captive audience...
and a ticking clock.

Do you own a captive? Is your captive compliant under Solvency II?
70% - 5%
YES 589, NO Fillar 1 - Quantitative requirements 27%
60% - .
&1 63% 54%
50% - 46%
42%
40% - Pillar 2 — Qualitative requirement 15% 30%
30% - i
Esa9 Gp26%
20% - Pillar 3 — Discl dt
Iar ISCIOSUre an r;%ﬂuﬁfear;eeﬂn(ig 49% 17% 34%
10% -
0% 20% 40% 60% 80% 100%
00/;) T T T T T 1
2010 2012 2010 2012 mYes MNo MNo opinion / Don't know

Increase of 4% of respondent’s organisations owning a captive (from 42% in 2010 to 46% in 2012).

The majority of respondents have captives located in the European Economic Area. Greater degree of confidence regarding readiness for pillar
1 compared to pillar 3 (more recent). Varying results across countries.

A great deal of work remains to be done prior to the introduction of Solvency |I.
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