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1 | A quick update about China



Update #1: Total insurance premium income in China has continued to grow
at the historical level

Total written premium in China’s insurance market Number of insurance companies in China
RMB BN
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Source: Axco Global Statistics, Oliver Wyman analysis
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Update #2 (1/2): The Fintech industry in China has experienced explosive
growth since 2013

Indexed growth of China fintech segments?

2013-2016 Size in 2016
Metric (RMB BN)

3,000

2,773 Outstanding loan balance

of online P2P 856
lending platforms

2,000 Transaction volume of 10825
online WAM ’
1,448
Online distributed
insurance 235
1,000 premium revenue
807
749

3'd party online and
mobile payments 54,470
transaction amount

2013 2014 2015 2016

Transaction Insurance Investing Financing

1. One representative metric for each area adopted and indexed at 100 in 2013
Source: Oliver Wyman research
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Update #2 (2/2): China is creating an insuretech market with a variety of
different opportunities by marrying insurance and technology

Segments of Insurtech in China
RMB BN

A

Segment 3:
Ecosystem oriented innovation

Segment 2: Technology enabled upgrade

Utilizing technology to upgrade existing
insurance products to become more targeted,
customized and dynamic

New tech enabled

Selling traditional insurance
products through online or

Traditional products mobile channels

(Offline developed and
Offline distributed)

Leveraging Big Data to satisfy needs in embedded ecosystems that are not yet met
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Update #3: More Chinese insurers have been increasing their M&A activities

to expand insurance business internationally

China outbound direct investment
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Source: Ministry of Commerce, Bloomberg
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2015

2016

2017

Year

2014

2015

2015

2015

2015

2016

2016

2016

2017

Acquirer

Fosun

Anbang

Anbang

Fosun

CM
International

Fosun

China
Oceanwide

JD Group

Yunfeng FG

Target

Fidelidade

Tong Yang Life

Vivat Insurance

Meadowbrook
Insurance

Sirius International
Insurance

Ironshore

Genworth
Financial
Ageas' HK life
business

MassMutual Asia

Target
Country

Portugal

South Korea

Netherlands

USA

Bermuda

Bermuda

USA

Hong Kong

Hong Kong

Recent oversea transactions by Chinese insurers

Transaction
values
(US$ MM)

1,420

1,000

170

433

2,240

2,263

2,700

1,400

1,010



Risk based capital development
In India



India has a growing economy with significant demographic tailwind

India GDP and growth
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Source: Axco Global Statistics
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India population and age structure
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19%
The rest of
the world
40%
Other Asia
23%
India
18%
65 years and over
6%
0-14 years

27%
8%
25-54 years
41% 15-24 years
18%
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The insurance sector has continued to grow in scale but the level of

Insurance penetration remains low

Total written premium in Indian insurance market

Us$ MM
84,351
69,391
64,916 64,598 64,730
] 61,164 I

2012 2013 2014 2015 2016 2017

I Health and PA Non-life [l Life

1. Penetration rate defined as GWP/GDP
Source: Axco Global Statistics
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5-year
CAGR

13.9%

11.9%

3.6%

Penetration
ratel
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0.6%

2.5%
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Public sector insurers are small in numbers but continue to command a
majority of the market by premium income

Market share by premiums

100%
90%

-~ 1 W B
70%
60%
50%
40%
30%

20%

10%

0%
2014-2015 2015-2016 2016-2017

m Life (Public) = Life (Private) = Non-Life (Public) = Non-Life (Private)

Source: IRDAI annual report
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The current capital regime is a simple, mainly factor-based set of solvency
requirements that are insensitive to risk

lllustration of the current solvency regime

' Available |
| excess | Pros
Control level | : !

of solvency ___(_:?Plt?l__d . .. .
(150%) + Simple to calculate, administer, validate
_ and communicate
Required
solvency _ o + Withstood the test of time
margin
(100%) Required

capital

» Capital levels not necessarily aligned with actual risks

» Does not consider all risks (e.g. counterparty risk )

Mathematical

Reserve « Little incentives for better risk management

» Counterintuitive: companies with higher reserves are
required to hold more capital

Source: Report of IRDAI RBC Approach and MCVL of Indian Insurance Business, Oliver Wyman analysis
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The proposed capital regime is a modernization of the solvency framework
with a standardized approach covering all risks at a high confidence level

lllustration of the proposed solvency regime

i Available
| excess | Pros
+ ___Capital ___;

* Modular in design and considering all relevant risks

Intervention * More risk sensitive to reflect the true financial positions
_. _____________
ladder TBD . .
Solvency * Promotes better risk management practices
capital : o . :
requirement + Consistent with international insurance

capital standards

Risk margin

+ Difficult to calculate and administer
Technical |
provisions Best
estimate of + Significant resource constraints for testing

liability . .
(“BEL") and implementation

+ Insufficient industry and company data

» Unknown impacts to the overall industry and
individual company

Source: Report of IRDAI RBC Approach and MCVL of Indian Insurance Business, Oliver Wyman analysis
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Tentative implementation timeline for the risk based capital regime

QL Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Phase 1 - Investigation phase -
Initial RBC framework development
Industry consultation and gap assessment
Phase 2 — Agreement phase -—W////%
QIS1
QIS 2
QIS 3
Additional QIS (optional)
Phase 3 — Finalization phase -
Methodology & report finalization

Regulatory planning and implementation

Source: Report of the Committee on Road Map for Risk Based Solvency Approach in Insurance Sector, Oliver Wyman analysis

© Oliver Wyman 15



Key design and implementation issues for the risk based capital regime

Balance between conservatism and growth

I"—'""IQ Basis of calibration

9 Public sector companies vs. private sector companies
%ﬁ “Pillar 2” requirements and risk based supervision

% Timing and resources consideration

Source: Report of the Committee on Road Map for Risk Based Solvency Approach in Insurance Sector, IMF technical note, Oliver Wyman analysis
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Concluding remarks

It's the action, not the fruit of the action,
that's important. You have to do the right
thing. It may not be in your power, may not
be in your time, that there'll be any fruit.
But that doesn't mean you stop doing the
right thing. You may never know what
results come from your action. But if you
do nothing, there will be no result.
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QUALIFICATIONS,
ASSUMPTIONS AND LIMITING
CONDITIONS

This report is for the exclusive use of the Oliver Wyman client named herein. This report is not intended for general circulation or
publication, nor is it to be reproduced, quoted or distributed for any purpose without the prior written permission of Oliver Wyman.
There are no third party beneficiaries with respect to this report, and Oliver Wyman does not accept any liability to any third party.

Information furnished by others, upon which all or portions of this report are based, is believed to be reliable but has not been
independently verified, unless otherwise expressly indicated. Public information and industry and statistical data are from sources
we deem to be reliable; however, we make no representation as to the accuracy or completeness of such information. The
findings contained in this report may contain predictions based on current data and historical trends. Any such predictions are
subject to inherent risks and uncertainties. Oliver Wyman accepts no responsibility for actual results or future events.

The opinions expressed in this report are valid only for the purpose stated herein and as of the date of this report. No obligation
is assumed to revise this report to reflect changes, events or conditions, which occur subsequent to the date hereof.

All decisions in connection with the implementation or use of advice or recommendations contained in this report are the sole
responsibility of the client. This report does not represent investment advice nor does it provide an opinion regarding the fairness
of any transaction to any and all parties.



