>h20]4 18™ EAST ASIAN
EAA ACTUARIAL CONFERENCE
12-15 October 2014
TAIPEI TAIWAN  Taipei International Convention Center in Taipei Taiwan

ociety of Actuaries Research

> R. Dale Hall, FSA, MAAA, CERA, CFA
Managing Director of Research
Society of Actuaries

dhall@soa.org
@RDaleHall




J)Zom

Society of Actuaries Overview EAAc

e 24,000 worldwide members
* Based in Schaumburg, IL
 Focus on Education and Research
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Experience Studies EAAGH
Over 30 different studies produced regularly "
Covers wide variety of life, health and
retirement products and programs
Broad set of contingencies [.
http://mort.soa.org/
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Data-Driven In-House Researchmﬁﬁ?fi

e

* US Retirement
— Staff in Washington DC
— Partnership with PBGC
* Canadian Retirement

— Research Partnership Agreement with CIA

e US Health
— Health Care Cost Institute data access
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Practice / Academic ResearchEeAAc

Research Executive Committee
— Research Expanding Boundaries “REX Pool”

6 Practice Research Committees
Centers of Actuarial Excellence Grants

Committee on Knowledge Extension and
Research (“CKER”)

et 4
praes s

aﬁ 2014
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REX Pool "EAAC

* Annually established by SOA Board
e $800,000 for 2014

* Encourage advancement of the profession and
deepening of current practice areas

* Applications generally come through SOA sections,
research committees or Board initiatives

* Review process recently updated to promote
frequent feedback and quicker decisions

 http://www.soa.org/Research/Research-Opps/Expanding-Boundaries-
REX/default.aspx
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Practice Research CommiiteestAAc

* Focus on key issues in actuarial practice areas

e Often combine with SOA sections to jointly fund
research projects

e RFP’s issued and reviewed

* $50,000 budget for each of 6 committees in 2014
* Finance Life Insurance

e Health Pension

* Joint Risk Management (SOA / CAS / CIA)

e Post-Retirement Needs and Risks




Research Volunteer A la0ra
Opportunities

TAIPEI TAIWAN

e Experience Study Working Groups
e Research “POGs”... Project Oversight Groups
* International Section Research Committee

e Email research@soa.org
* Volunteer Interest Form

— https://www.soa.org/volunteer/
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The Middle Market for Life
Insurance in China

Sharon Huang, FSA, FCAA

Director & Consulting Actuary
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Background "EAAC

TAIPEI TAIWAN

* Traditionally, most life insurance are savings-oriented.
Major reasons:

— Limited investment vehicles for individual investors
— Would like to have tangible paybacks

— Protection products hard to share experience with
friends/relatives

— Influence by distribution channels
* The life insurance business is changing

— Emergence of protection products

— Expansion of distribution channels, e.g. internet

" Milliman




A “First of Its Kind" such study in China "L53

* Target young middle class customers

* Focus on death benefit life insurance

* Up until now most life insurance market research just
summarized the census data or do some simple
segmentation employing demographics and/or life
stage characteristics.

* Itis the first time to apply an attitudinal and
behavioral segmentation approach by using
clustering analysis

" Milliman
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Methodology “EAAC

TAIPEI TAIWAN

1,989 completed surveys
across 16 cities

18 minute, online
guestionnaire

Families selected for the
study were:

-- Married couples

-- Age 25-50

-- At least one child, age 0 — 18
-- Annual household income

between RMB 60,000 and
RMB 360,000 (Roughly :
10,000-60,000 USD) </ Ries.

SDUBIR| B0 BUILY) YINOS

Data collected between
December 6-15, 2013

" Milliman




General Findings




More than half are at least somewhat confident =lA32014
about retirement planning and insurance coverage”’EAAC
for their families.

How confident are you about the following aspects related to your finances?
(Total n=1,989)

Youwon't run through all of your
savings and investments before you 45% 24%
die
You will be prepared financially for o o
your retirement 43% 28%
You have adequate health coverage o o o
for your family 41% 28% 7%
Your family has enough life insurance
in the event that you or your spouse 41% 30%
dies
You are financially prepared for the
possibility that you or your spouse may 39% 31%
become critically ill
mVery confident Somewhat confident Nottoo confident mNot at all confident mDon't know

" Milliman



Chinese consumers report fairly high levels of e\ﬁzom
knowledge about life insurance. A majority claims  “EAAC
to understand each insurance product tested

How knowledgeable would you say you are about each of the following?

Life 35% 49% 14% I%
insurance
Health 33% 51% 14% I%
How well would you say you understand each of the following types of insurance
insurance?
- Auto 35% 48% 12% J
Critical illness 48% 18% § insurance

insurance
Automobile 44% 17% Mutual 29% 50% ER |
insurance funds
Property 50% 21% 4%
insurance = Annuities 18% 4% 29% .
Par 45% 20% mVery knowledgeable Somewhat knowledgeable Not too knowledgeable ®Not at all knowledgeable
0
endowment
Term life 47% 22%
insurance
Non-par 50% 25% 6%
endowment
Permanent 45% 26% 6%
life insurance
Unit-linked 45% 28% 8%
insurance
Long-term 43% 30% 9%
care
insurance mVerywell mSomewhat well Nottoo well  mNot at all well

" Milliman




Chinese consumers are most apt to rely on the :-ﬁzom
internet or an agent for information on life insurance’EAAC
They are also likely to rely on friends.

Where would you go to get information regarding life insurance products and costs?
(Total n=1,989)

Online — 60%

Alife insurance agent | ENEGKTNEGGEGEGEGEGEEE 57
Afriend |G ;o
Arelative |GG 37
Written material [ 35
Abanker |GG 354
Callthe insurance company || GG 23%

Afinancial advisor F 13%

" Milliman




Par endowments are the most commonly-held aﬁzom
products among consumers with individual life "EAAC
policies.

What type(s) of life insurance do you and your spouse have that you purchased on your own?
(Individual life insurance owners n=1,437)

Par universal/unit-linked _ 43%

Non-par endowment _ 33%
I -

Non-par whole

Non-par term - 25%

Other F 3%

" Milliman
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EAAC

TAIPEI TAIWAN

Endowment vs. death benefit life insurance (1)

Five or more

Four policies, policies, 1%

4%

Three policies,
16%

One policy,
35%

Two policies.
44°%

How many life insurance endowment policies do you
currently own?
(Endowment owners n=1,237)

Four
policies,
Three 1% Five or
policies, more
14%, policies,
1%

Two
policies,
41%

How many life insurance policies do you currently own other than
life insurance endowment policies?
(Death benefit policy owners n=933)

" Milliman
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Endowment vs. death benefit life insurance (2) “EAAC

TAIPEI TAIWAN

| trust the institution | bought it

| trust the institution | bought it
from

from

48% 43% 91% 46% 44% 90%

It pays my family death benefit if |

It offers a good investment return 45% 44% 88% . 45% 44% 89%
were to die

It pays a death benefit if | were to o - . . o J .
die prior to the end of the term 46% 42% 88% It is safer than other products 44% 45% 89%

It is safer than other products 42% 46% 88% It offers a good investment return 46% 41% 87%

LI
LA

| trust the person | bought it from 34% 49% 83% | trust the person | bought it from 38% 48% 86%
Itis easy to buy 54% 81% Itis easy to buy 438% 81%
m\Very important Somewhat important mVery important Somewhat important

D

How important is each of the following reasons for you to purchase How important is each of the following reasons for you to purchas
endowment life insurance? death benefit life insurance?

(Endowment owners n=1,237) (Death benefit owners n=931)

" Milliman
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Lack of need and cost of additional coverage are 1@@014

reasons that Chinese consumers do not purchase “EAAC
more life insurance.

To what extent are the following reasons why you might not buy death benefit life insurance in the near future?
(Unlikely to purchase more coverage n=302)

You have checked what it costs and cannot afford m 43% 64%
it °
You don't see a nheed at this point 36% 64%
You don't have someone you trust to advise you
on buying 36% 62%
You have not checked the cost but still believe o o
you don't have the money for it cEl 59%
You will likely outlive coverage and your family
will never collect i 57%
The policy would cost more given your health 33% 48%
You would not qualify for the policy given your
health m R 34%
m Major reason Minor reason

" Milliman







Segmentation process “EAAC

TAIPEI TAIWAN

Using K-Means clustering, this study found a set of segments in the data that can help the industry
better understand and target the middle market in China. The cluster solution that proved most
effective used the following solutions: The variables that produced the most distinct, actionable set of
segments were:

Q39b - Life insurance serves only a temporary need until such time as the kids leave the house or the mortgage is paid
off (agree or disagree)

Q39g - There is little need for death benefit life insurance past age 55 or so (agree or disagree)

Q39h - You would rather buy permanent death benefit life insurance that lasts a lifetime, even if it costs more (agree or
disagree)

Q39i - Atyour age, it is more important to put money toward retirement savings than death benefit life insurance (agree
or disagree)

Q39 - Everyone with someone depending on their income should have some form of death benefit life insurance (agree
or disagree)

Q39m - | am likely to consider purchasing a death benefit life insurance policy to protect my family (agree or disagree)

Q39n - The purpose of death benefit life insurance is to provide for one’s family in the event of a parent’s premature
death (agree or disagree)

Q390 - Life insurance companies are financially more secure than other financial institutions (agree or disagree)

Through an iterative process, each respondent was assigned to the segment whose mean values for
these variables most closely matched the respondent’s own answers.

" Milliman



Three segments of middle market life ;Qigglg
insurance consumers in Chino

TAIPEI TAIWAN

Total Respondent Breakdown by Segment \
(Totaln=1,989) * Formed based on

/ \ appreciating the value of
life insurance and its
role throughout life.
Most likely to consider
owning a death benefit

 Lower interested in the
death benefit life insurance
and a diminished belief in
the premise that everyone . ifai i
Withpfinancial depend{:'nts Unlntezested Life :lr:]epl(;ﬁ;;?nce policy very
should have life insurance. 33% Protectors /

\ 26%

Life
Investors
41%

_——Z

+ Formed based on seeing life insurance as a temporary need and
viewing retirement savings as more important than life insurance.

" Milliman
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Snapshots of the three segments “EAAC

TAIPEI TAIWAN

“Life Investors” (41%)

" Milliman

Own more endowment and death benefit policies than the
other segments

Less likely to see life insurance as a part of their life-long
planning

Have a broad view of life insurance, but more for “temporary”
needs

— To borrow against

— Business purposes

— Pay for a child’s education

Most likely to buy life insurance as a savings vehicle

Demographically between the other two segments; more likely
male
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Snapshots of the three segments “EAAC

“Uninterested” (33%)

" Milliman

Least concerned with family’s financial security
Lowest interest and belief in life insurance

Much less likely to own any type of life insurance
Lowest level of financial product knowledge

Lower income; less educated
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Snapshots of the three segments “EAAC

“Life Protectors” (26%)

" Milliman

Most appreciation for the value of life insurance
throughout one’s lifetime

Most likely to buy for security, peace of mind
Most oriented toward the concept of death protection

Also own endowments; have an expanded view of life

insurance

Oldest; best educated; more likely female




Life Investors are most likely to use life insurance primarily for éﬁzom
saving money and to think it serves only a temporary need. “EAAC

Accordingly, they are also most confident that their spouses can
manage financially without them.

The basic purpose of life insurance has Life Protectors 53% 86%
changed in my generation compared to that Life Investors 57% 81%
of my parents’ generation ninterested 40%
You would rather buy permanent death Life Protectors 52% 73%
benefit life insurance that lasts a lifetime, Life Investors 61% 84%
even if it costs more  yninterested &/16% " 18%
. Life Protectors 34% 51%
You are confident that your spouse can Life Investors 53% 749
manage his or her finances without you _ °
Uninterested 28% 35%
| life i . iy f . Life Protectors B3 25% 30%
use life insurance primarily for saving - ..\ 49% 72%
money _
Uninterested BFA 21% 27%
Life insurance serves only a temporary Life Protectors [ "10% 10%
need until such time as the kids leave the Life Investors 62% 82%
house or the mortgage is paid off Uninterested 26%
m Strongly agree Somewhat agree

(Life Protectors n=519; Life Investors n=822; Uninterested n=6438)

" Milliman




Life Protectors prioritize financial security for their families, while ;ﬁzom
Life Investors are more today-oriented. EAAC

TAIPEI TAIWAN

Please indicate how much you agree or disagree with each of the following statements:
(Total n=1,989; Life Protectors n=519; Life Investors n=822; Uninterested n=648)

i i Y i
Life Protectors Life Investors Uninterested Total
Being able to buy whatever you want for yourself
and your family makes you happy 92% 83% 59% 78%
Your most important goal is to increase your 5 5 5
family’s financial security 86% 84% 56% 75%
It is your responsibility to make sure your family o o o
has everything it wants 89% 82% 55% 75%
When an immediate family member is hurt or
injured, you feel responsible even when there is 87% 84% 50% 74%
nothing you could have done to prevent it
If you or your immediate family ever needed
assistance, you have close friends or relatives who 76% 80% 49% 69%
would be willing and able to step in and help
You don’t think you will ever be able to accumulate 705 A6%, o
enough money to feel really secure financially 61%
No matter what, you always pay money into
savings before depositing the rest of your T1% 50% 54%
paycheck into your checking account
It is more important to enjoy your money today than 73%
prepare for tomorrow that may never come 53%
You are a conservative investor ki B7% 48% 52%
Sometimes you think your motto might be: Always |
put off whatever you can until tomorrow

u T B Stronglyagree @ Somewhat agree




Life Investors are most likely to have coverage through work or aﬁzom
purchased on their own through a bank, while Life Protectors aréEAAC
most likely to purchase through an agent .

Are either you or your spouse covered by one or more life insurance policies that were...
(Life Protectors n=519; Life Investors n=822; Uninterested n=648)

Provided by your employer as an 64%

employee benefit I

Purchased on your own, through 69%
an agent or advisor outside of the 48%

workplace NN 40%

82%

37%

Purchased on your own, through 4%

2 bank N 25

21%
Purchased at your place of work 50%

B 259

Purchased on your own, directly 239,
from a company either online or 31%

through the mail _ 24%

Life Protectors Life Investors B Uninterested

" Milliman




Life Protectors feel most strongly about the importance of 3l 12014
owning death benefit life insurance TAIPEI TAWAN

Relative to other financial products available to you, how important is it to have a death benefit life insurance policy?
(Death benefit owners: Life Protectors n=298; Life Investors n=433; Uninterested n=202)

45%
Very important 33%

R 15%

49%
Somewhat important 59%

I 58%

Aboutthe same as any other 6;{;

product I

*

Not very important | *

B 5%

0%
Not at all important | *

*

Life Protectors Life Investors  mUninterested

" Milliman




While Life Investors are most likely to attribute their life insurance #

ownership to a financial plan, Life Protectors are highly si 12014
) : : : EAAC
concerned with protecting family members and enhancing  waremamas

peace of mind

To what extent are each of the following reasons why you own life insurance?
(Individual life insurance owners: Life Protectors n=440; Life Investors n=577; Uninterested n=357)

Life Protectors 51% ] 39% 90%
Life Investors AB%, | 46% 20%
Part of a financial plan Uninterested 4% | 43% 76%
Life Protectors of/% ] 34% 91%
. Life Investors 4/% | 42% 89%
To protect your children Uninterested 9o — ——— 34% 73%
Lli_f? Plrotectors sR% | 36% 92%
. ife Investors 44% | 44% 88%
For peace of mind Uninterested 11— 38% 73% ’
Lli_f? Plrotectors - JW_ 44%8% 393(?);[;
ife Investors 44% |
To protect your spouse Uninterested 38% 68% ’
Lli_f_\c'F F’Irotecgors [L"[:_ 45028% 8855";/0
i ife Investors 40% |
To save for retirement R 46% 70% 0
. . Life Protectors 45% 7%
To pay for a child’s education Life Investors 11— 47% 83%
Uninterested 42% 64%
. Life Protectors 37% 51%
To protect a business Life Investors ¥i/ 46% 78%
Uninterested 35% 57%
Life Protectors 41%
To protect a mortgage Life Investors ° 46% 7%
Uninterested 35% 51%
Because you can borrow Lli_f? Plrotectors 35% 48% 76%
: ife Investors o
money from it Uninterested 38% 53%

[ | eggs B Major reason Minor reason
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Life Investors are most likely to purchase based on affordability EAAC

TAIPEI TAIWAN

Thinking about the last time you purchased life insurance, was the amount you purchased based primarily on...

(Individual life insurance owners: Life Protectors n=448; Life Investors n=585; Uninterested n=404)

What you could afford

What you needed

What you were
offered

Life Protectors

Life Investors

39%
25%

4%

1%

Fs%

57%

74%

B Uninterested

" Milliman




Life Investors are more likely than Life Protectors to buy insurancs KR‘E&

at bank. Life Protectors often consult a life insurance agent TAIPEI TAWAN
How did you purchase the most recent life insurance endowment How did you purchase your most recent death benefit life
policy you bought? insurance policy?
e 63%
From a life insurance 67% From a life insurance 44, '
44% agent y
agent I s I 437%
From a bank manager 28% From a bank manager 31%
. 22 I 25
0,
Overthe counter at a 13% Over the counter at a 121/;0/
21% bank °
bank - 14% - 11%
10% 13%
By telephone 5% By telephone 6%
M 7 B o
1% 0%
By mail 2% By mail | 1%
F 4% F 3%
Life Protectors Life Investors B Uninterested Life Protectors Life Investors

S Mitfiman







Marketing to the segments igfglé

TAIPEI TAIWAN

“Uninterested”

* Asignificant challenge
* Role of education
* Basic term life insurance protection

* Need to address trust, and safety/security of life insurance
companies

37




Marketing to the segments (cont’'d) aﬂ‘gg'g

TAIPEI TAIWAN

“Life Protectors”

Targets for existing coverage “check-ups” and updates
Targets for new products
Market to female decision-makers

Consider marketing to them online or thru call centers

38
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Marketing to the segments (cont'd) EAAS

“Life Investors”

Disturb them regarding the need for death benefit life
insurance

Position life insurance as the “bedrock” of a financial plan
Target with a better trained agency force

Do a better job of targeting online

39
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For more information about this research “EAAC

https://www.soa.org/Research/Research-Projects/Life-
Insurance/research-2014-06-understanding-changing.aspx

R. Dale Hall, FSA, MAAA, CERA, CFA
Managing Director of Research
Society of Actuaries

Tel: (847) 273-8835

Email: dhall@soa.org

Sharon Huang, FSA, FCAA

Director & Consulting Actuary
Milliman (Shanghai) Co. Ltd

Tel: +86 10 8523 3189

Email: sharon.huang@milliman.com
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