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Speaker Introduction

» Camilo Gonzalez, ACAS
» Head of Reinsurance for LatAm pricing at AXA XL
* Duare Perez Alonso
« Head of the Americas Property & Casualty Analytics team at Swiss Re
« Sergio Gomez, ACA
* Head of Business Analytics team for Latin America at AON Reinsurance
Solutions
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Latin America Market
Overview

Camilo Gonzalez

LATAM INSURANCE
OVERVIEW
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Poll Question 1?

What is your degree of knowledge of the LatAm insurance /
reinsurance market?

1. None
2. Little
3. Great
4. Full
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Poll Results

INSURANCE MARKET
Premium Size and development

W As expected, the US has by far the
highest Insurance Premium,
Penetration and Premium Per Capita,

— South America is the greatest market
_ - within the LatAm Market with USD
| Caribbean 77Bn Premiums
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Source: AXCQ insurance Information services, Year data: 2020




INSURANCE MARKET

Premiums by Country

Caribbean
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South America

Brazil a0 22%
chile 99 a1%
Argentina 96 28%
Colombia 54 31%
Peru a0 2%

Source: AXCO insurance Information services, Year data: 2020

°

°

Top 5 countries by size: Brazil,
Mexico, Puerto Rico, Chile
Argentina. (They represent 77%
of total LatAm Premiums)

Puerto Rico has the highest
Penetration % (13.6%) - US
cultural heritage + Heavily CAT
exposed country.

In South America, Chile tends to
be the most developed country
regarding Insurance.

INSURANCE MARKET

Premiums by Line of Business.
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Source: AXCO insurance Information services, Year data: 2020
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In the US, 48% of
premiums comes from
AgH

Caribbean follows
similar US distribution
(Puerto Rico behavior)

Central and South
America are drive more
by Non-Life premiums
(Motor, and Property
can)

Poll Question 2?

What do you think is the most critical Nat-CAT peril in LatAm?

1. Windstorm
2. Wildfires
3. Earthquake
4. Flood




Poll Results
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RE-INSURANCE MARKET

* Only Life + Non-Life LOB: A&H s difficult to capture for reinsurance statistics.

Reinsurance Premiums (Top 5 countries)*

| Premium  LOB with largest

uso wiions Written Premium Ceded Premium | Ceded % Ceded Premium
O oo EE—— = i rooveny 7%
O @ boon | Marine - 40%
: L & o BT T I
£ = Argentina [niien =B [oe% Surety - 48%
= | o propeny-7s%
@ / Sreonco B [ propeny
0 Mexico is the largest market in Life + Non-Life Insurance & Reinsurance.
0 Ceded premiums are related with exposure to NAT CAT perils.
O Mexico, Cile and Puerto Rico have the greatestceded premium % -> CAT exposures countries
©  Mexico: Eartquake, Windstrom, Flood
©  Puerto Rico: Eartquake, Windstrom
© Chile: Earthquake
0 Argentina & Brazil have low Nat-Cat perils risks.
Source: MCO inuronce I e gta; 2020, ocus

RE-INSURANCE MARKET
Nat CAT Perils map
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RE-INSURANCE MARKET

Data constraints & Challenges

Wexico Brach chile Argentina
Severit Inflation (%) * 3.6% Inflation (%) *: 6.1% Inflation (%) %:01%  Inflation (%) *:3.1% ation )
7] RoX (%) *%: 17% RoX (%) **:  -10% RoX (%)% N/A ROX (%) *%: 17% o e
Premium trend g
_ High cutturein
@i=lkd Rarely given Rarely given reinsurance, market Rarely given Rarely iven

factors analyses.

Triangles by LOB.

Triangles /

i Rarely given Rarely given Triangles by LOB. Rarely given s e
Detailed and Aggregate Detailed level Detailed level
CAT modelling o Verysparse: LOWCAT ootz completeness 98%  Data completeness ooz VoY *Porse: Low CAT
Model used: ERN (local) coneems Model used: RMS Model used: RMS concerns

* Annusl nflation based o central Banks
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Overview of Analytics

Duare Perez Alonso

The need to evolve and adapt to ever-
changing environmental challenge is
constant.

Insurance

Shifting market dynamics

is
changing « Competitive and mature conditions
+ Regulatory landscape/focus
* Limited traditional growth
« Need for greater efficiency

Changing consumer preferences

+ Increasing value expectations
q?fl + Dynamic engagement
T + Emerging new protection needs

* More personalisation

Evolving new technologies

« The digital customer and robo advice
+ Big data and block chain

+ Predictive and artificial intelligence

« New engagement platforms




Analytics are Geo Coding
designed to
accelerate Exposure Enrichment

your business

Financial Statistics

Loss and Rate Trends

Hazard Layers & Models

Market Assessment
Accelerating product nd

analysis and targeted nsureds

Risk Management
Enhancing costing and pricng morels by

Analytics

leveraging a rcher exposure,loss and

Engine premium database and portfolio
managing for Ive-cat and accumulation

management tools deployed
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Descriptive Analytics Predictive Analytics

To understanding the current To identify premium leakage and
state of your portfolio and how it adverse selection and create a
performs against the market risk rating model (Cat and non-

Cat) for new market segments.

Confidential

©

Prescriptive Analytics

To inform profitable growth by
combining descriptive and
predictive analytics to identify
regions and states that match
your desired risk and profitability
profile.

Descriptive Analytics

Harnessing the underlying databases to enrich and enable decision-making

The tip of the Iceberg

[ e || Wr——"

e & writen premium
incurred deveoped
med undeveloped

occupancy
buiding footprint

lost sal
ructu
tax valuation

Available input features

t

laim count incurred

polcy form
primary property modifers
‘secondary property

© svaiatle at the il company level
@ avaiatle 1 stae and county evels
o avalable i more granuar vels




Predictive Analytics

Highly granular prediction

Data on risk factors on risk

factor data with accident and vehicle statistics

Accidentseverity  Accidentfrequency

Highly granular Input data. Detalled isk predictions for
* Road network +  accidontfrequency

+ Population «  accidontseveri

- Weather or combinedriskat

« Night light density « administrativelevels (county,
+ Elevation postal code) or

+ Landuse « abitrary shape (2 miles grid)

model using actuarial modelling techniques

Pricing with risk model

2xhigheruplift

12 3456 7 8910
Indexed estimated oss cost per decile
(5" decile=1)
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Predictive Analytics

Modelling Attritional and NatCat related information in one platform

Your challenge ‘Ourmethodology

Need to dive into Geo hazards, Catevents  Combining 150+years of expert

An interactive and comprehensive set of
f- hazard use

in
and riskzones on a granular basls g with industrial,
population, satellite imagery, terrain, street
Need rating GLM revision and creation of a view and insurance information
riskratingmodel for new market segments.

Flood % storm ?
Inland flood: Fluvial and Pluvial TC wind A

aza o
for CatModelssuch as granular risk
monitoring, event responses and exposure
assessments

X +e

8 = z

g Linkfunction

Storm Surge
€ Errorterm
X Transiormedinput
features

Eorthquako & Teunami £ oten
EQ: Seismic, liqufaction A% Hail, Tornado, Lightening
Tsunami Wid Fire

Ci Coeffcents

Prescriptive Analytics

Pulling it all together to target the best opportunities for growth

“Yourchallenge ©Our methodology
Identifying the bestopportunitiesforgrowth  We dive into the current state of your
based on the risk and regional portiolio and how it performs against the
characteristics that fit your risk appetite. market, we tailor your costing model to

risk factors.

@ Your portfolio
Enrichment Factor Groups
(@) ossovor |

A prescriptive underwriting tool based on
targeted risk, cross selling opportunity,
geographic and regional characteristics

account for location specificnon-catand cat




Building the Future

Sergio Gomez
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Macro Trends are Creating an Increasingly Complex Global Operating Environment for All

Stakeholders

The “New Normal” is Generating Volatility Faster than Traditional Business

Models Can Respond

Climate Change in Latin America — How it is affecting tropical cyclone formation in the Caribbean?

Meteorolo?cal events represent the big
majority of insured losses in Latin America

After the 2017 and 2020 hurricane
seasons, experts are looking more into
how climate change is affecting tropical
cyclones

There are some studies that indicate that
storms are getting wetter and are moving
more slowly, increasing the flood risk.

However, on a global basis, there is no
clear increasing trend in the number of
tropical storms and hurricanes.




2016 - 2017 El Nifio Costero

Climate Change in Latin America — Extreme floods, wildfires and droughts
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El Nifio Costero was phenomenon between 2016 and 2017 in which the
temperatura of the ocean in front of the Northern coast of Peru wa
abnormally high. This caused torrential rains in Ecuador, Peru and Chile.

In 2020, a series of forest fires affected the wetland region of Pantanal in
razil.

Most lkely the fires were started by human action, and deforestation

ayed an

spur{ red a severed a severe drought in 2019, which fueled the fires the
following year.

‘important role in the spreading of the fires. Still, Pantanal

Political Risk - 2019 was a year of protests

Colombia - Nov/19, May/21 Puerto Rico - ul/19
TaxReform Leakage of racist and

homophobictext messages
from Governor's team

Ecuador - Oct/19

Elimination to’uel subsidies
chi
Raise insubway fares

Bolivia - Oct/19
Electoral fraud

The protest and rioting events seen in
2019 were triggered by diverse factors,
but economic inequality was a common
factor among most countries

... and then came COVID-19

« The effects of COVID-19 and the quarantines
are being felt disproportionately by the most
vulnerable part of the population.

Before COVID-19, Latin America was already
one of the most inequal regions of the world,
the pandemic has only worsened this situation

Political Risk — A new peril?

Insured Losses by
Occupancy Type

[ \\\‘

The riots that occurred at the end
of 2019 in Chile took everybody by

* Reti Trade

Protessions
Technica

Business
Senvices

8372%

There are two

surprise. characteristics that for the
. N t part determined the
+ Insurers were not charging for this most i
coverage risk of being affected by the

Wordings were not appropriate

Insured losses amounted to more .

riots:
« Occupancy Type

Location
than USD $2b
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The Insurance Protection Gap — An opportunity to grow and make insurance more relevant

During the previous decade,
the insurance industry
covered only 17% of the losses
caused by natural
catastrophes in Latin America.

A parameter tat fs

Atrigger levelis + Faster payouts
determined. Ifthis level + Flexibilty
is exceeded, the o
[T reaching
pays underserved

Parametric Insurance - An
alternative solution to
complement traditional

insurance products that can
help to close the protection
gap
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Examples of Parametric Solutions in Latin America

In 2018 the World Bank issued an
earthquake catastrophe bond for the
governments of Chile, Peru, Colombia and
Mexico

In May 2019, a M8.0 earthquake struck the
jungles in Northern Peru. This event
triggered a payment of USD $60m to the
Peruvian government

CCRIF is a parametric risk insurance facility

that limits the financial impact of

hurricanes, earthquakes and torrential

rainfalls in the Caribbean and Central
merica

Since 2007, CCRIF has paid out around USD
$200m, including more than USD $35m in
2020 after late-season hurricanes Eta and
lota hit Central America.

Q&A

Thank You!
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