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Market Metrics — Premiums and Profitability

Motor Insurance — still motoring along despite COVID-19 side effects

Home Insurance — needs more work
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General Insurance gross written premium up 6%

«  GWP 2020: $51.4 billion (up from $48.4 billion in 2019)
«  GWHP for Motor, Home, CTP $23.5 billion which accounts to 46% of the market
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FY20 GI net result was the lowest In a decade
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Growth in the motor and home premium pools
mainly due to average premium increases

GWP _
Average Premium $
12.0
800
10.0 /
750
8.0
c 700
Q
gz 0 650
&
4.0 500
500
Fyl4 FY15 FY16 FY17 FY18 FY19 FY20 FYl4 FY15 FY16 FY17 FY18 FY19  FY20
Motor MHome Motor =——Home
Source: APRA Source: APRA

Currently, there is very little system growth
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Motor and Home NPAT in FY20 impacted by Covid

and events
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Motor profitability in FY20 positively impacted by
COVID-19
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Householders negatively impacted by perils

Householders Inflated ICA Catastrophe data
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Expenses (commissions) remain steady.
Are transformation savings offsetting increased regulation costs?

Underwriting Costs (%GWP) - Direct Motor Underwriting Costs (%GWP) - Householders
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Growth insurers are well positioned with a lower than
average expense ratio

Underwriting Expense ratio
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o Motor Insurance
— still motoring along
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Motor Insurance market shares

—the duo less dominant

2020 Suncorp & IAG lost a total of 11% market share in 10 years

QBE, 3% Banks, 2%
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Challenger brands* continue to challenge..

National premium movements - New business: Motor
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We are not quite at peak motor policy (maximum penetration

of motor policies into car park) with policy growth in line with registration growth
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No material change to the Comp/TPPD mix
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Collision claim size increased by 4%, but now
more than offset by lower claims frequency in Q4
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Motor Trends and issues

Positive Opportunities

» Technologies now enabling new * Changing vehicle and customer
propositions demographics are changing
- Customer acquisition insurance needs

- Usa}ge _ - High tech cars could reduce
- Claims processing claims frequency, but increase
claims costs

People want to use a car, but
not necessarily own it

- More transport options

New innovative players could
capture new and developing
niches

Will it be a more competitive environment in FY217?7?
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Audience Poll

What will be the national Motor COR in FY21? (it was 86% in FY20)
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Audience Poll

Where will the next major car insurer come from in the next five years?

N

Motor

manufacturer

) finity

N

2

Tech platform
e.g. Amazon

©

N

Search engine
e.g. Google

Copyright©Finity Consulting Pty Ltd

4

Reinsurer

N

No new threat
in the next

five years

20






Two interesting side effects from COVID-19
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Vehicle congestion and usage correlate with claims frequency
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Car theft is a growing problem in Vic and QIld

Theft - Average Claim Size $

2019-04 to 2020--03 12,000

% 10,000
State No of registered vehicles Thefts Thefts per 000 % of thefts change in
(000) vehicles 12 8,000
months
NSW 4,358 12,522 2.87 20.8 1.7 6,000
VIC 3,978 17,483 4.39 29.1 13.4
QLD 2,930 15,442 5.27 25.7 21.0 4,000
WA 1,637 7,712 4,71 12.8 3.6
SA 1,113 3,858 3.47 6.4 23.9 2,000
TAS 348 1,275 3.67 2.1 13.2
ACT 260 1,136 4.37 1.9 6.4
NT 99 737 7.43 1.2 - 141 §§§§§§§§g§§§§;§§§
AUS 14,723 60,165 4.09 100.0 11.2 4 bbb bbb bbb bbb bbb bbb
VIC =——QLD =——=NSW
Source: ABS, National Vehicle Theft Reduction Council Source: ISA
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Home Insurance
— needs more work!

finity



Home Insurance market shares — more fractured now

IAG and SUN down 8% in ten years

2020
Growth insurers mostly along the east coast

Growth Insurers Marketshare - Home
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Club insurers, growth insurers and banks doing well
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Growth in Building and Contents policy count in line with system
growth despite premium increases (no peak policy yet)
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New business Home premium increases varied by

t

ne size of the insurer

Buildings
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Buildings average premium growth mostly due to

growth in sums insured

Buildings - Average premium growth
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Attritional claims frequencies are declining slowly

Claim freq (r12) % - Buildings
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Claim freq (r12) % - Contents
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Claims costs are rising faster than declining
frequencies

Average Claim Size - Buildings Average Claim Size - Contents
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Burst pipes are still a problem for some insurers
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Burst Pipes - Cost per Policy $
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Home trends and issues

Opportunities

Technologies now enabling new
propositions

- Customer acquisition

- Home usage may change

» Potential for new products to
reflect new ways that homes are
used, and new risks

- Claims processing
More regulation

fl n lty Copyright©Finity Consulting Pty Ltd 33



Motor insurance should continue to be quite
profitable for FY21, but long term issues remain

Home insurance affordability will be more of an
Issue during our economic downturn. It will not
be easy to affect the required rate increases.

Potential for innovative and nimble players to
capture new market niches while incumbents
focus on re-structured operating models
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Contact

Graeme Adams

Phone: +61 2 8252 3314
Email: graeme.adams@finity.com.au
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Disclaimer

The information in this presentation is being provided to participants at Finity’s
Personal Lines Pricing & Analytics webinar on 17 September 2020.

The information in this presentation is being provided for information and
discussion purposes at the Webinar only; it does not constitute advice and

cannot be relied on for any purpose.

While Finity has taken reasonable care in compiling the information presented,
Finity does not warrant that the information is correct.

Pl flnlty

Copyright©Finity Consulting Pty Ltd



