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Maritime
6.8%

Sagicor
7.6%

Beacon
9.6%

COLFIRE
15.3%

COLFIRE and GGIL are
currently dominating the motor
insurance market with only a
0.1% difference in market share
between the two companies.

B Property (2017)

COLFIRE

8.5% GGIL
38.7%

GGIL continues to dominate
the Property insurance market;
however, it should be noted
that its market share reduced
by 2.7% from 2016 to 2017.
The other top 5 companies
maintained their average
market share percentage.
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Key ratios — lines of business

Despite a 6% decline in GWP, Management Expenses continued to grow in 2017
compared to the 2013-2016 period. As margins narrow, operating efficiencies are
going to be key.

Motor General Accident
Average Average
2013-2016 2013-2016
Loss Ratio 46% 48% 34% 32%
Management Expenses 26% 28% 31% 37%
Commission Expenses 17% 17% 22% 22%
Expense Ratio 42% 45% 54% 60%
Combined Ratio 89% 94% 88% 92%

Workmen's Comp All Others

20132016 [INELEY 20132016 L
Loss Ratio 46% 39% 16% 6%
Management Expenses 22% 25% 42% 42%
Commission Expenses 17% 15% 24% 24%
Expense Ratio 40% 40% 66% 66%
Combined Ratio 86% 79% 82% 2%

» Expense and combined ratios have not been reflected for the Property line of business since it is calculated
on a net premium basis and due to the low property retention ratio, extraordinary ratios would have
resulted.

» Insurance Companies are required by the Insurance Act to report their expenses by line of business. Most
insurance companies use varying allocation methods to assign the expenses at their discretion. As such,
the allocated expense by each line of business may not be a true reflection of the actual cost incurred
specifically to that line of business.
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Retention ratios — lines of business

The General Industry’s total retention ratio has increased by 4% from 2016 to 2017.
Retention ratios have increased for all lines of business. Is this due to the difficulties in
foreign exchange access, increased reinsurance rates or is the industry becoming more
tolerant to risk?

Given the increase in natural disasters in 2018, it will be interesting to see in next year’s Premium how the
property segment will be affected.

Motor ‘ Workmen's Comp
Change in retention ratio d Change in retention ratio
ZX_ from 2016-2017= +7% A _A from 2016-2017= +6% A

86%

. O,

All others

Change in
Property . retention ratio
Change in retention g:neral'Acc;de?t/cas:alty from 2016-2017=
ratio from 2016- ange in retention ratio +5% A

2017= +1% A from 2016-2017= +15% A

THE SURVEY RESULTS ARE IN!

( The Premium = Reinsurance \

With the foreign currency shortage in the country, General
Insurance companies indicated the following:

» 50% were late on reinsurance payments by over 3 months
» 42% always paid reinsurers on time

> 8% were only late by 1 month

Given the changing global climate and recent natural disasters in O
the region, almost 92% believe that their reinsurance premiums will
increase.

66% of all companies have already experienced increases in
premiums

Fortunately, 83% stated that their claims are always covered in a
timely manner. j
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Spotlight on Expenses

The Industry’'s Total Expenses grew by a CAGR of 8% over the period to $559m. Y-0-Y growth from 2016
to 2017 was a marginal 1%.

Similar to 2016, some of the smaller insurance companies (in terms of GWP) tend to be more cost
efficient. Larger companies should embrace the digital solutions and tools to help reduce their operational
and overhead expenses.

Total expenses 2013-2017

700 1 r 20%
600 A
500 1 M 15%
£ 400 A1
v F 10%
Z 300 -
200 - - 5%
100 4
0 ; ; 0%
2013 2014 2015 2016 2017
Total Expenses  —#—y-0-y growth
Total Expenses/NWP General & Admin/NWP Salaries & Wages/NWP
2017 2017 2017
Rank Company 2017 Rank Company 2017 Rank Company 2017
1 ICWI 11% 1 Sagicor 8% 1 ICWI 0.5%
2 Sagicor 22% 2 ICWI 10.6% 2 Sagicor 9.6%
3 New India 28% 3 TATIL 13.2% 3 New India = 10.6%
4 Maritime 32% 4 Furness 15.2% 4 GGIL 11.1%
5 TATIL 33% 5 COLFIRE 16.1% 5 Maritime 11.2%
6 GULF 35% 6 New India = 16.7% 6 TATIL 13.7%

It should be noted that ICWI operates an agency model in Trinidad where mainly commissions are paid and
other operational expenses are shared/allocated from their head office.

Total Expense/Total Industry NWP  General & Admin/Total Industry Salaries and Wages/Total
4 of 15 companies were above the industry NWP |ndustry NWP
average 5 of 15 companies were above the industry 6 of 15 companies were above the industry
average average
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Expenses breakdown

Total expenses 2017

=

y Salaries,
‘ Wages &
General & A||O3w8a02ces
Admin
46% ' .ﬁ
Real Estate Expenses St
Agents

@

(excludingtaxes)
5%

Welfare
6%

o

» Rent experienced the largest increase of 20% from 2016 to 2017

» All expenses increased from 2016 to 2017 by an average of 1%
except for Real Estate expenses, which decreased by 21%.

General and Admin Expenses = $267m
(Misc. 70%; Prof & Service Fees 30%)

Salaries, Wages and Allowances = $219m
Y-0-Y growth = 3%

enera Insurance

Total Expenses increased in
2017 by only 1% to $559m
compared to 2016. General and
Admin continued to contribute
the largest portion of expenses.

.1l | Real Estate
Lal Expenses

TT7$20.75 per $1000 of
NWP

TT7$22.17 per $1000 of
Net Annual Premium

.all| Salaries, Wages &
L.rt Allowances

TT$171.44 per $1000
of NWP

TT$450.11 per $1000 of
Net Annual Premium

Real estate expenses for the
local General insurance industry
are only 7% cheaper than the
US. The US has embraced the
digital era, via the presence of
fully online insurance companies
e.g. esurance® which has
significantly reduced the need
and costs associated with a
"brick and mortar” business
model.
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Assets and Liabilities

Net Assets for the General industry have remained relatively constant over the last year
with minimal changes to the composition of assets and liabilities.

2017 Asset composition 2017 Liabilities composition

% = Fixed Assets |
% nsurance

| " ; Liabilities
rrestments = Outstanding
Commisions

= Cash (including g
2017 2016 Fixed Deposits) 2017 2016 = Amounts due to
— reinsurers
64%
&

46% 249, = Current and Other g = Other Liabilities
Assets 71%
Total Assets 2017 = $4.01bn Total Liabilities 2017 = $2.6bn
(§$3.7bn 2016) ($2.3bn 2016)

Total Liabilities
increased at a CAGR
of 6% over the period
2013 to 2017

Total Assets increased
at a CAGR of 6% over
the period 2013 to
2017
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Assets and Liabilities

2017 Net Assets Rank

2017 RANK Company TTSmn % of total industry Change in market

share

1 GGIL 346 25% -3%

2 TATIL 281 20% 4%

3 Maritime 212 15% +1%

4 COLFIRE 103 8% +1%

5 New India 96 75 +1%

6 Sagicor 64 5% -1%

Rest of the Market 283 20% +6%

Total 1,385 100%

While the top 6 players maintained their 2016 ranking positions, it is interesting to note that the rest of
the insurers in the market collectively increased their market share by 6%.

2017 Total Assets to
Total Liabilities
(1.59; 2016)

2017 Admissible
Assets/Total Assets
(34%; 2016)

The total assets to total liabilities ratio illustrates the enhanced coverage of assets to liabilities and the
safety level in the event of decreased asset values.

It was observed that 40% of the companies in the industry have increased their admissible assets over the
last year, most likely in response to the new Insurance Bill (2018) requirements.
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Net Investment Income

Downward trends in NIl, ROl and ROA over the last 5 years have been observed.
The industry is greatly affected by limited investment choices and large cash and

receivables.

Net Investment Income

120 - - 6%
100 A1 4.35%
3.91%
80 - —_— L 4%
‘\% 60
pl - =x
= 1.99%
40 4 1.72% L oy
NIl decrease at a CAGR of
20 1 $74m $69m 13% over a 5 year period
0 : % (2013-2017)
2016 2017
NIl —=—ROI ROA
Top Insurers by ROI
Company ROI ROA
1 Furness 15% 3.4%
2 Bankers 8.8% 0.3%
3 TATIL 8.6% 4.6% Decrease in NI from
2016 to 2017
4 Presidential 7.9% 3.0%
5 Maritime 5.4% 3.8%

2017 Industry ROI
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Underwriting Profit

Underwriting Profit by Company

60% =
50% - +6%
+9%
40% 1 +7% , +5%
30% 6% 2% *l% - +12%
X -4%
+13% % n ,
20% - -3%
10%
+3%
0% |
-10% -
© S < NS S Y & A o @ > > > g
& & \3@ o N SO N Q»g? ¥ & & & & Q}g&
P & & & Ny %e\‘\ z{_}b ,\(3“ &2 A
< ) Q
2016 m2017 < oy <X

2017 Industry
Average Underwriting
Profit Margin* 2016 Industry
Average Underwriting

Profit Margin

*normalised i.e. excludes
GGIL, as a result of the
impact of hurricanes Irma
and Maria.

» 10 of the 15 companies increased their underwriting profit margin from 2016 to 2017.

» ICWI only entered the market in 2015 operating under an agency business model. They were able to
grow by 3%, going from an underwriting loss in 2016 to an underwriting profit in 2017.

»  GGIL was excluded as a result of the impact of hurricanes Irma and Maria.
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General Insurance ‘ t

& .

THE SURVEY RESULTS ARE IN!

The Premium = Digital Awareness

Almost 90% of participants agreed
that the implementation of digital
technologies would create a

major shift in the client-insurer
relationship. More than 70% also
agreed that both investment in
customer relations or support

and claims management would be
positively affected. 100% agreed

that digital technologies would have
an affect on the business in one way
or another.

Over 50% ranked online applications
as the most important digital-
enabling technology to their
business. Online payment and
online claims management ranked
as the 2nd and 3rd most important,
respectively.
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feet is shifting, do you st
still or leap forward?
EEN

EEN .
The better the question. The better the answer. The better the world works. |

THE NOTION OF DIGITAL TRANSFORMATION as a “project” makes little sense in
today's dynamic environment, as organizations need to shift their focus away from
‘doing digital’ towards ‘being digital’.

oac“ to Digital T,-ansf
o,

Segmentation
Customer
Proposition
& Strategy

Intentional
Customer
Experience

Research
& Insights

Mission Customer Digital
Statement Journeys Initiatives

Financial Supplier Benefits
Objectives Selection Model

Corporate Digital
Strategy Business Roadmap

Processes

Vision

Disruptive Customer
Business Objectives
Model

Benefits People & Roadmap Prioritize
Realization Operating
Model
Digital Supplier

Ambition Enablinq Shortlist
Partners & Capabllltles Technology

Ecosystem

p’. Og,, = Information e
am fcoram & Insight Ma“aQ
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In this competitive environment, companies must place customers at the centre in
executing growth strateqgy. Digital transformation is the key enabler for successful and

efficient execution.

Which products/services
have the largest current
and future revenue pools?

o — |
Ao
What are some best
practice other
organizations are
doing?

Reduce
churn

~  Which segments are the
most profitable and
digitally savvy?

Increase
customer
profitability

Which products
are best suited
for digitization?

Leverage

customers

for future
growth

. Increase . Is digital
Which channels Achieve better A
are the most sales and social outcomes MNCELLLIUNUNTEY
effective? revenue industry as
desirable as we
think?
Attract more
customers
_)

How do customers

What do your
existing and target want to be acquired,

customers want? transact and engage?
——

o

Are you ready for transformation and customer centricity beyond NPS? Contact us.

Ernst & Young Services Limited

» Maria Daniel, Partner, Transaction Advisory Services
+1 868 822 6220 | maria.daniel®@tt.ey.com

» Hema Narinesingh, Partner, Advisory Services
+1 868 822 5030 | hema.narinesingh®@tt.ey,com

» Melanie Tom, Senior Manager, Transaction Advisory Services
+1 868 822 5150 | melanie.tom@tt.ey.com

» Danielle Dumas, Manager, Transaction Advisory Services
+1 868 822 1570 | danielle.dumas@tt.ey.com
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Trinidad & Tobago Insurance Industry~ ,\ o2 ’;“

4R 4y .

The Market

GLOC and Sagicor have remained the market leaders in 2017 with a combined market
share of 81%.

- Health Insurance Market Share Market Share Y-o-Y Trends
8% GLOC GLOC 55% \ 4 56%
m Sagicor Sagicor 26% - 26%
Beacon Beacon 8% : 8%
55% '::tL”'G PALIG 6% - 6%
26% = Maritime TATIL 4% A 3%
Maritime 1% = 1%
Gross Written Premiums Gross Written Premiums Y-o-Y Trends
Total Health GWP has remained relatively constant Gross Written Premiums by Line of Business

with GWP at $693m in 2017 ($700m in 2016).
Group Health Premiums continue to dominate the 00 o
health insurance industry with an average of 90% of 00 -_
Total Health GWP.

800

500 — EE— —
While there are 7 registered Health insurance EE, 400 —— -
companies the analysis only includes 6 companies 300 —| | 1) | - QY
as data was not provided for Clico. Based on Clico's 200 —| __
2017 financial statements, they would be the 3rd 100 | WindividualHealth

largest Health insurer in terms of GWP ($73m). Group Health

0
2016 2017
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Expenses

Group Health Y-o0-Y Ratios

Individual Health Y-o-Y Ratios

2017 2016 2017 2016

Loss Ratio 67%
Management Exp. 12%
Commissions 12%
Expense Ratio 24%
Combined Ratio 91%

64%
12%
14%
26%
90%

Loss Ratio 94% 98%
Management Exp. 9% 8%

Commissions 22% 24%
Expense Ratio 31% 32%
Combined Ratio 125% 130%

Group Health accounted for 89% of Expenses (i.e. management exp. and commissions) over the past 2 years
which is in line with the level of GWP that Group Health generates.

Underwriting Profit

Underwriting Profit 5 year trends

Underwriting Profit - STT Millions
250

221

200 199

150 137

$TTm
=
[
N

100 (98 T

10

2013 2014 2015 2016 2017

Individual
Health

Group
Health

2017 Total Health retention
ratio (2017)

Decrease in Total Health
Underwriting Profit in 2017

Total Health Underwriting profit
margin has stabilized over the
last three years settling at 25%
(2017)
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Abundance 1s bringing
new challenges to old
business models...
how are you going

to change?

We react to the term disruption like it's a new concept. Every day, every
month, since the invention of the first tools from bones and stone,
disruption has been taking place. Whilst disruption is by no means new,
the pace of disruption is unprecedented. The drive to remain relevant is
not a matter of choice but a matter of survival.

But what exactly is disruption? We seem to have adopted this as a
technology term but disruption is any innovation that makes a change
that displaces the players or products in a market.

What drives disruption is the need to improve the customer experience.
The term customer experience again seems to be “new"” but how can it
be? There is only one major source from which revenue is derived and
that is the customer. Insurance has two sources of income - premiums
and investment income. Both can only be earned by convincing the
customer that downside risk must be protected and paid for. New
concept? Clearly not. So why do we act like the customer is now the
center of our universe. Let's explore this new focus on the customer and

Written b

N;l e.n i}) el why it has now become this “revelation” when in fact the only key to
aria Lame success is to have a product or service that a CUSTOMER buys.

Partner

Transaction Advisory Services Revelation number 1: Cost to launch new products and services —

EY A decade ago, we were in the age of slow product development and

innovation. It was expensive to design, test and launch new products, so
we were in an environment of limited supply. Now, thanks to technology,
not only is the cost to design and create less, but time to market through
social media is significantly reduced. The world is accessible with the click
of a button. The cost and time to fail has dropped significantly therefore
making research and development cheaper and the ability to try more
conducive. The more tries, the more successes, the more innovation.

Revelation number 2: The fundamental concept of demand and

supply — The challenge to Keynes theory of equilibrium is not only a
demand and supply issue but the factors that are increasing supply.
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When the innovation life cycle was significantly
longer, the power was in the hands of the supplier
as we were in a time of limited suppliers and demand
was constricted to what was
available from a few. Choices
were limited to your domestic,
local suppliers, barriers to entry
were high in every industry and
cost to start a business was
expensive. We were in an era of
scarcity.

So let's talk about the insurance
industry. It took years to build size
in order to be profitable, customer
acquisition was expensive and cost
of expansion was dependent on the large sales/agent
army. This high cost of business where collection

of funds is based on the expectation of coverage in
times of needs resulted in a regulated industry and
the need for capital retention. Players are still limited.
Supply is protected by a regulator. That was then.

Revelation number 3: The era of abundance —
Let’s roll forward to modern day. Let's start with
the supply side. With the internet and Amazon, Pay
Pal and modern day technology the supply is no
longer domestic, it is the world. The one barrier is
the movement of funds and the access to foreign
exchange and we know where that is going. The
guestion then is how to operate a business when
supply becomes limitless; when the barriers to entry
are lowering every day. To be relevant requires
agility and quick response to the customer. Insurers
may convince themselves that being requlated may
protect them but everything is for a time and now
those time frames shorten by the day.

Abundance is a term we need to understand so that
we can assess the effects of it on all areas of the
business. Abundance has moved the power from the
supplier to the customer hence the focus now is on
customers' experience.

So let us start with one of the biggest changes
that the internet has made abundant - knowledge.
Why does this affect a business? Well, that old
saying 'knowledge is power’ is more relevant

that ever, consumers are more aware than ever

of options, the mechanics of a service, what is

the purpose and what is the value they should be
getting. A consumer is well aware that insurance is
about protecting downside risk and therefore the
consumer understands that this risk is different

“"The drive to
remain relevant

is not a matter of
choice but a matter
of survival."

for every individual. Disruptors are understanding
that more than ever. The traditional business model
cannot do customisation profitably especially

in small markets like ours.
Disruptors may displace certain
players in the market but at

the same time create new
ones. Insurtech providers are
introducing ideas in response
to the consumers demands for
customisation and providing
underinsured areas that
traditionally did not exist.

Here are some of the solutions

that have been introduced over
the years that are infiltrating various sectors of the
market. These solutions are using technology to not
only create insurance products in previously unserved
markets but to differentiate and respond to customer
changing demands

Slice is a company that provides insurance for flexible
timeframes (hours a day, a few days, weeks, etc.) and
provides insurance for homesharing and ridesharing
(e.qg. AirBnB doesn't offer insurance for hosts — Slice
fills that gap.)

Metromile charges insurance by the mile and requires
a sensor in the car and feeds maintenance back to
the app.
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Ladder’s life term life insurance:

» Instant quote and coverage

»  Operates solely via online platform

»  Calculator determines personalized insurance
needs

Differentiation is a must when there is abundance of
supply. A client buys insurance to pay upfront for the
probability of an event of downside risk occurring.
When the event takes place the insured wants their
claim processed as quickly as possible. Insurance is
simple — "I give you money based on your calculation
of my risk and you invest it and when an event takes
place, you pay me". The customer migrates to the
company that can do this fastest at the cheapest cost.

Doing this at a cheap cost was difficult given the
complex nature of insurance. So how can technology
assist in meeting the changing customer demands
and expectations?

Complexity arises on the quantum and nature of

the risk and the probability that this will happen

and the loss that can result. Probabilities and risk
assessments are based on historical experience; the
probabilities get less predictable when the future
starts to deviate from the past. For example, we are
now experiencing a global phenomenon with rising
flooding, fires and earthquakes.

Maximising the premium dollar now becomes

more important because reserves have to cater
for the unexpected; the actuarial miscalculation!
Maximisation comes from efficiency of every dollar
of premium income that is spent by administrative
expenses. Technology is enhancing the client
acquisition, risk assessment and claims processes.
Here is just a snap shot of solutions:
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TIME FOR A
CHECK-UP?

Prudential term life available for purchase through a
creative online portal

»  Built as a digital-native option

»  Medical exam not required for qualified
applicants

® ®
Weather Happens

~ ~

Get Paid Automatically

The Climate Corporation’s data-driven approach to
claim validation

» Drones used to drastically simplify claims process

USAA'’s biometrics system

»  Biometrics logon for mobile app using voice, face,
and fingerprint

» Improves customer experience

» Reduces fraud risk



There is convergence taking place across the world as
technology makes products more available to anyone,
anywhere and the digital currencies are going to
make that a reality. Blockchain technology enables
the middle man to be less important and therefore
eventually many of the business models that exist
today will not survive tomorrow. The chain reaction
will affect how we work and where we work. As more
employees can work from home the need for real
estate will decline and prices will decline which is a big
investment vehicle for many insurance companies.
The gig work force will be working for many

The moral of the story is that solutions are constantly
being innovated to improve, enhance and reduce

the cost to the customer. All of this reduces

barriers to entry, increases competition and, back

to that concept of demand and supply, the price
points will continue to reduce. Review of the data

in the Premium volume 2 is that GWP is declining

and operating costs are increasing. This is not a
sustainable model. As compliance cost increases (just
IFRS 9 and 17 alone) insurance companies must find
ways to automate to reduce these overheads that add
no value to the customer experience.

employers, reducing the salary cost but also making

X i Therefore barriers to entry will continue to collapse
knowledge and experience available to others.

at a faster rate and customer choices will increase. So
how are you going to manage your business in this
era of Abundance?

/7’ honkers

'COMPANY OF TRINIDAD AND TOBAGO LIMITED

OUR INSURANCE SERVICES INCLUDE:
@ HOMEOWNERS

@ BURGLARY

Bankers Insurance Company of Trinidad and Tobago Limited is a medium-sized general e MOTOR
Insurance company that offers insurance services to both individuals and businesses. The
Company has grown significantly since its inception in the year 1981. When it had only one MARINE HULL
location whereas today we’ve grown into a wide network of branches and agencies & CARGO
strategically located in Trinidad and Tobago. o R

. . . . . ALL RISKS
Bankers Insurance is authorized to provide all classes of general insurance services. The
Company’s most significant class of insurance business is motor; however, we are seeking to @ WORKMEN'S
increase the market share for the non-motor classes of insurance business. COMPENSATION

©) comMERCIAL FIRE

The internal processes and technology used at Bankers Insurance are currently being & PERILS

improved to ensure that there is ease of doing business. The company has succeeded in
increasing brand awareness within Trinidad and Tobago through sponsorships and numerous
corporate social responsibility initiatives. We recently adopted a customer centric approach
and our focus is to increase efficiency to provide an exemplary customer experience.

€ PuBLIC LIABILITY

@ DIRECTORS AND OFFICERS LIABILITY
© sBoNDS ..AND MORE

Visit any of our Agencies throughout Trinidad and Tobago.

CONTACT US TO FIND OUT MORE ABOUT PREMIUM FINANCING TODAY!

#& #2 Mulchan Seuchan Road, Chaguanas ~ # #42 Bengal Street, St, James ~ # #47-49 Independence Avenue, San Femando
¢ (868) 672-1057,0354, 9977, 299-0623/30 % (868) 622-0721, 290-3866/67/68 & (868) 653-4591, (868) 291-4091, 4093, 8593

www.bankerstt.com



Industry Overview

GWP by line of business

3,500 - 3,184
3,000 - — 2,670
2,500 - 2,133 2,287 35% e
1911 —
Ug) 2,000 . 47%
i 46%
= 1,500 45% 44%
1,000 - - -
500 -
0 18% 19% 18% 15% 19%
2013 2014 2015 2016 2017
Group Business  mIndividual Annuities Ordinary Life  mOther

2017 Industry GWP = $2.7bn

Top insurers (by 2017 GWP)

38%

42% 10%

Sagicor

GLOC

Scotia - $438m mOrdinary Life
Individual
PALIG % - $379m Annuities

m Group Business

o4 $222m

Maritime

0 200 400 600 800
TTSmn

The remaining 4 insurers have a combined market share of 16.9% with
GWP totaling $451m.
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2017 GWP has returned to its normal level with a CAGR
of 9% over the last 5 years.

GWP fell from $3.2bn in 2016.
This is more in line with the
GWP of previous years. The
abnormally high GWP of 2016
was driven by a one off event
that caused an increase in the
annuities line of business.

2017 Industry NWP = $2.4bn
* Top 4 insurers by NWP is the same as
the Top 4 by GWP. Maritime replaced
Tatil Life at 5th position.

These 5 companies remain
the top market players (based
on GWP) in the life insurance
industry in 2017.

The following shows how
their positions have changed
compared to 2016:

2017 2016
Sagicor st A  2nd
GLOC 2nd Y 1st
Scotia 3rd A 4th
PALIG 4th A Sth
Maritime 5th W 3rd



Key Industry Ratios

While the Industry ratios for Annuities 2017 appear to have increased significantly from
2016, the 2017 ratios are actually more in line with the years prior to 2016, due to the
one off event in 2016.

78%

2017 Industry Claims 2017 Industry Expense 2017 Industry Solvency
Ratio Ratio Ratio
*2013 to 2016 average was 65%. The *Management Expenses and Commission *Admissible Assets as a % of Statutory Fund
2017 ratio is 13% higher due to one off Expenses Requirement

annuity claims related to the ArcelorMittal
immediate annuities which were established
in 2016 and surrendered in early 2017.

Key industry ratios by line of business

Ordinary Life Annuities Group Business

2017 2017 2017
Claims ratio 45% 40% 72% 34% 39% 45%
Management expenses/GWP 19% 22% 42% 18% 19% 20%
Commissions expense/GWP 17% 19% 11% 5% 4% 5%
Expenses ratio 36% 41% 53% 23% 23% 25%

» The expense ratios for Ordinary and Group Business seem to be trending downward, which is a reflection
of the current economic downturn in the country.

» It should be noted that most insurance companies use varying allocation methods to assign the expenses
to the respective lines of business on the Act Accounts. As such, the allocated expense by each line of
business may not be a true reflection of the actual cost incurred specifically to that line of business.
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Life Insurance

Solvency Ratio

200%
150% 133% .

100% 109% 104% 108% 109% 103% 106% 113%
100%
0%

Assuria Beacon CUNA GLOC Maritime PALIG Sagicor ScotiaLife TATIL Life

Life Life
2016 = 2017

The solvency ratio is the ability of the company to meet its statutory fund requirement with its admissable
assets pledged to the fund. Under the new Insurance Bill (2018), the solvency requirement is to be increased
to 150% from 100% based on a risk weighting of its asset portfolio.

THE SURVEY RESULTS ARE IN!

(e ) ()

The Premium = Insurtech

The Premium = Capital Adequacy

Insurtech refers to the use of
technology innovations designed
to improve savings and efficiency
such as in-car monitoring devices,
wearable activity trackers and
customer-facing apps.

Over 80% of Life Insurance
companies stated that they
currently either meet or
exceed the capital adequacy
requirements of the newly
enacted Insurance Bill (2018).

Over 80% agreed that Insurtech
would enhance the company'’s
value chain by offering cost
saving solutions via automation
machine learning and artificial
intelligence.

Of the companies that

indicated they do not currently
meet the requirements, the
most popular course of action
to meet the new requirements
was raising capital.

Over 50% of participants indicated
that the main driving force for
adopting Insurtech monitoring
technologies is to personalize
premiums.

. O
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Life Insurance

Expenses Overview

Industry Expenses growth was driven by increased Miscellaneous Expenses (a subset

of General and Admin expenses) and reduced investment expenses. General and Admin
continue to increase despite challenges to the GWP. The industry is not benefitting from
scale, which opens the door for disruption.

2017 Total Industry Expenses Expenses increased at a CAGR of 2016 - 2017 Expenses Year on
5% over the period 2013 to 2017 Year Growth

Total expenses by type

1000 - 12%
719 739
800 - 10%
600 - 8%
& ;
v 400 - 6%
|_
200 A 4%
37% 36% i
0 2%
[ -13% | [-12% |
-200 - 0%
2013 2014 2015 2016 2017
Salaries, Wages & Allowances mmm General & Admin mmm Rent and Real Estate Expenses
Employees & Agents Welfare mmm [nvestment Expenses —s=—Total Expenses y-0-y Growth

36 | The Premium - Volume 2, 2018



Life Insurancé™

Expenses Breakdown

Miscellaneous Expenses
increased by 24% from 2016

Real Estate )
Expenses (excluding to 2017 with one company
taxes) Rent contributing 52% of the increase.
4% 5% E This may be due to increase in
Salaries, cost due to implementations of
Wages & new standards, e.g. IFRS 9 and
@ Allowances IFRS 17.

= >

General &
Admin
50%

L

.l | Salaries, Wages &
L--al Allowances

TT$113.63 per $1000
of NWP

TTS$451.56 per $1000
of Net Annual Premium

@

Employees & Agents Welfare
8%

Salaries, Wages & Allowances = $245m
Y-0-Y decline = 1%

General and Admin Expenses = $414m
(Misc. 88%; Prof & Service Fees 12%)

Professional & Service Fees & Expenses, which include Legal fees, auditors’ fees, management fees, etc.
experienced the largest decrease of all categories (-41%) from 2016.

Management and Directors Fees accounted for 37% of Professional & Service Fees & Expenses and the industry
average was 33% (4 companies were above the average and 4 below).
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Life Insurance

Expenses as a Percentage of GWP

GLOC and Maritime both experienced large increases due to significant decreases in
GWP (-45% and -60% respectively). This relates specifically to the one off event in 2016,
which affected these two companies.

Salaries & Wages/GWP Salaries & Wages/GWP
Industry Average 2017
25% 4 23% =11%
20%
20% 1 15% 16% 16% .
15% A 12%
Lo % gy 9% 10% gy &% 2016
5% . m2017
5% A I 3% 3%
0% ||
Assuria CUNA GLOC Maritime PALIG Sagicor Scotia TATIL Life
General & Admin/GWP General & Admin/GWP
Industry Average 2017
0, - -
50% 40% = 14%
40% A
0,
30% 1 2 aav 19%20%
18% : 2016
o
20% 9y 12% 11% 12% g, 12%
10% - . 5% 4% 4% 6% m2017
0% . H — I

Assuria  CUNA GLOC Maritime PALIG Sagicor Scotia TATIL

Life
Total Expenses/GWP Total Expenses/GWP
Industry Average 2017
80%
61%

0
60% 1 49%, 5, 45%35

0 0,
40% 22024% 31% 28% 2016

19% 19%;1 6% 16%

20% 8% 8% 8% = 2017
o | ] m G |

Assuria  CUNA GLOC Maritime PALIG Sagicor Scotia TATIL
Life

CUNA Insurance operates similar to an agency model in Trinidad and receives the majority of its business from
CUNA's credit union line of business. ScotiaLife operates under the Scotiabank umbrella, where staff are paid
a salary rather than commissions and some expenses are shared with the Scotiabank via a shared service
agreement. Both of these companies provide mostly group policies rather than individual policies, therefore
their acquisition and maintenance costs are expected to be lower than their competitors.
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Real Estate Expenses

Life Insurance

Over the past 6 years, the distribution of the expense sub-cateqgories as a percentage of
total expenses remained fairly constant. The most significant change was a noticeable
decrease in Real Estate expenses from 7.3% of total expenses in 2013 to 4.7% in 2017.

Real estate expenses

50
40
30
20
10

0

TTSm

2013 2014 2015

mmm Real Estate Expenses

—=—y-0-y

20%
10%
0%
-10%

-20%
2016 2017

.1l | Real Estate
Lt Expenses

TT$14.24 per $1000
of NWP

TT$26.90 per $1000 of
Net Annual Premium

[l Rent Expenses

TT$16.94 per $1000
of NWP

TT$32.71 per $1000 of
Net Annual Premium

As expected, maintaining real estate is less expensive
than renting property. However, it's interesting to
note that real estate and rent in Trinidad is over 90%
cheaper than the US.

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

THE

SURVEY RESULTS ARE IN!

-

\_

The Premium = Digital Presence

-_— )

Over 80% of survey
participants said that they
either have an online presence
or they planned to have an
online presence in the next year.
The next most popular digital
products offered were online
payments and mobile apps.

Main Reasons That Prevent
Companies From Going Digital

Legacy systems

Resource capacity (funds
and expertise)

Existing requlations
Customer preference

Other

o
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Life Insurance

Policies in Force and Sums Assured

Total sums assured increased over the period despite decreasing GWP over the same
5-year period.

New policies in force
2013 2014 2015
66k 60k 65k 61k 57k

Sums assured — TT$bn

2017 2017 Industry Policy Retention
Ordinary Life $85.4 $§77.2 Ratio = 90%

Group Business $53.6 $47.0

Annuities $1.6 $1.7

TOTAL $140.6 $125.9

Average Sums Assured to 2017 Y-0-Y Growth for Sum GWP to Total Policies for
Total Policies for Ordinary & Assured Annuities LOB ($3k average
Term Life LOB historically)

($237.7k - 2016)
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Policies in Force and Sums Assured

Top 5 Insurers (2017 Total Policies In Force)

Maritime 9% Other Insurers 10%
Scotia 11%

PALIG 15% . . .
) @
Sagicor 16%
. "
GLOC 39% "
ﬁ
Total policies in force Customer

2017: 565k
2016: 555k

Top 5 Insurers (2017 New Policies In Force)

Maritime 8%  Other Insurers 5%
PALIG 13%

Sagicor 16%

Scotia 16%
@
GLOC 42% "

ﬁ

New policies in force Customer
2017: 57k
2016: 61k

No movement in top 5
rankings in 2017

THE SURVEY RESULTS ARE IN!

The Premium =

Reinsurance

Despite the foreign currency shortage,
over 80% of Life Insurance companies
indicated that their reinsurance
payments were always on time, with
the rest indicating that theirs were no
later than 3 months.

Given the changing global climate and
recent natural disasters in the region,
100% believe that their reinsurance
premiums will increase. However, two
thirds have not yet seen any changes
while the rest are already experiencing
increases in premiums due to risk
assessments.

Fortunately, 83% stated that their
claims are always covered in a timely
manner with the rest saying that their
claims are usually covered in a timely

manner.

O
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Life Insurance

Net Investment Income

Growth in NIl was driven mainly by one company (GLOC) which accounts for 50% of this
increase.

Net Investment Income

950 - 4.5% 4.7% - 5%
900 - 3.6% i? * - 4%
P
e 850 4 L 3%
L2 =
'_ =
= 800 - - 2%
750 + - 1% 2017 Industry Net
700 : 0% Investment Income
2016 2017
NIl —=—ROA ROI
Top Insurers By Net Investment Income
Company NIl % of GWP ROI ROA
1 GLOC 73% 4.6% 3.8%
2 TATIL Life 48% 5.8% 5.0% NIl increased at a CAGR of 9%
3 Assuria 31% 5.2% 3.1% over a 5 year period
4 Sagicor 31% 5.3% 4.6% (2013-2017)
5 Maritime 28% 4.2% 2.9%

2016 to 2017 Nl
Year on Year Growth
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Net Investment Income

2017 Industry ROI

2017 Industry ROA
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Operating in
23 countries &
21 currencies

The current Insurance Act limits foreign
investments to 20%, i.e. the majority of investment
is local. The yield on a 20 year fixed bond was
5.48% in 2017 and the average return on
equities was 4.7% in 2017. Since at least 80% of
investments are local, this could account for the
average 5% industry ROl in 2017.

For comparison, the yield on a similar United States
Treasury Fixed Income 20 year bond in 2017 was
2.58%. While local investments may be limited, the
returns are higher than investing in foreign bonds.

Under the new Insurance Bill, the limit of local
investments would be reduced to 75%. Therefore,
we may see a shift in the industry’s investment
composition and returns in the future.
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Life Insurance

Assets and Liabilities

Total Assets and Liabilities both increased by 8% from the previous year, while the
compositions of both have remained fairly constant year on year.

2017 Assets Composition

a-
7% )
- @4/0

Fixed Assets

m Investments

Cash (including

Fixed Deposits)
mCurrent and Other

Assets

2017

2017 Liabilities Composition

mLong Term & Life
Surplus Account

HInsurance
Liabilities

2017

Other Liabilities
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Total Assets 2017 = $23.9bn

2016 Total
Assets

Total Assets
increased at
a CAGR of
7% overab
year period
(2013-2017)

Total Liabilities 2017 =

$20.5bn

2016 Total
Liabilities

Total
Liabilities
increased at
a CAGR of
6%overab
year period
(2013-2017)



Assets and Liabilities

2017 Company

Rank
1st
2nd

3rd

4th
5th

Total

GLOC
Sagicor
TATIL Life

Maritime
Scotia

Rest of the Market

2017 Net Assets Rank

2016 Rank

1st
3rd

2nd

4th
6th

Movement TTSmn % Of Total
Industry

- 737 21.6%

A 719 21.1%

\ 4 700 20.5%

- 426 12.5%

A 364 10.7%

465 13.6%

3,412 100%

Total Net Assets in the industry increased from $3.1bn in 2016 to $3.4bn in 2017. Four of the top 5 players
increased their net assets from 2016, including TATIL Life despite moving out of the 2nd place position. The
above top 5 players account for more than 86% of Total Net Assets in the industry for 2017 — a marginal de-
cline of 1% from the previous year.

85%

2017 Total Assets to
Total Liabilities

2017 Admissible
Assets/Total Assets

The total assets to total liabilities ratio illustrates the
enhanced coverage of assets to liabilities and the
safety level in the event of decreased asset values.

The continued improvement in the admissible assets/
total assets over the past few years - from 78% with
Admissible Assets of $14.1bn to 85% with Admissible
Assets of $20.2bn over the last 5 years - is indicative
of the industry preparing to meet the requirements
under the new Insurance Bill (2018).
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Ratios and Metrics

General/Life

General

Ratio

: Retention Ratio

Policy Retention %

Calculation
. Net Written Premiums (NWP)/Gross Written Premiums (GWP)

Policies retained (previous year's total policies less terminated
: policies)/current year total policies

Other Metrics

General/Life

Net Investment Income as % of Investment Assets

:éeneraI/Life

General/Life

General/Life

General

Underwriting Profit — As per ATTIC Statistics/Calculation — Underwriting Profit is
calculated as Underwriting income (Net Earned Premium + Reinsurance Commissions)
minus Underwriting Expenses (Net Claims + change in claims reserves adjustment in the
i P&L + Commissions Paid)

General

General

Underwriting Profit Margin - underwriting profit as a % of NWP

General

.Eife

Life

General & Admin. Expenses as a % of GWP

General/Life

Rent Expenses per $1000 of Net Written Premium (used to benchmark against US
: metrics)

General/Life

i Real Estate Expenses per $1000 of Net Written Premium (used to benchmark against US
i metrics)

.éeneraI/Life

i Salaries, Wages & Allowances per $1000 of Net Written Premium (used to benchmark
i against US metrics)
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[L.1mitations

While every effort was made to ensure consistency
among the companies, certain variations do exist
which directly impact the comparability of the data
from company to company. The following are some
key areas where variations and/or gaps may exist and
thus should be carefully considered before drawing
any conclusions.

Accounting policies

While in most cases, International Accounting
Standards (IFRS) are used for statutory financial
reporting purposes, the companies may adopt
different accounting policies which will not always be
consistent with each other.

Companies have adopted different accounting
policies with respect to the valuation of investments
and the recognition of investment gains and losses in
their financial statements.

The Act accounting policy is in compliance with the
Insurance Act (1980) and will not be comparable

to IFRS accounting policy. Therefore results from
individual companies’ annual reports and ratios may
be different from that illustrated in this magazine.

Allocation methods

Insurance companies are required by the Insurance
Act to report their expenses by line of business.
Most insurance companies use varying allocation
methods to assign the expenses at their discretion.
As such, the allocated expense reported by each line
of business may not be a true reflection of the actual
cost incurred specifically to that line of business.

Acknowledgements

Policies in Force & Sums Assured

There was a major gap in the Policies in Force and
Sums Assured information where a key General
insurance market player's data was not provided for
the 5 years. As such, observations on the overall
trend in the industry were illustrated; however,
detailed trend analysis could not be performed.

Valuation of liabilities

The Life insurance companies employ different
actuarial methods for the valuation of insurance
liabilities and there are also differences in the

degree of conservatism and prudence used in the
valuation assumptions. The same would apply to
General insurers with respect to the establishment of
reserves, where varying levels of conservatism result
in significantly different results.

Use of estimates

The preparation of financial statements, used to
produce the Insurance Act’s accounts, in conformity
with International Accounting Standards requires
management to make estimates and assumptions
that affect the reported amount of assets and
liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements

and the reported amounts of revenue and expenses
during the reporting period.

We take this opportunity to thank those who have displayed dedication and commitment to the production of

this year's edition of the Premium magazine.

The quality of this report reflects the hard work of the team and to all of you, we express our sincerest thanks.
Special mention must be made to the efforts of Charissa Rahaman, Luzanne Fadahunsi, Christopher Chung,
Noah Furlonge-Walker, Christian Matouk, Janine Navarro and Kristy Joseph.
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Appendix

General Insurance Company Listing

Bankers Bankers Insurance Company of Trinidad and Tobago Limited
Beacon Beacon Insurance Company Limited
COLFIRE Colonial Fire & General Insurance Co. Ltd.
Furness Furness Anchorage General Insurance Ltd.
GGIL Guardian General Insurance Ltd.

Gulf Gulf Insurance Company Ltd.

ICWI Insurance Company of the West Indies
Massy Massy United Insurance Ltd.

Nagico Nagico Insurance Company (Trinidad) Ltd.
Presidential Presidential Insurance Company Ltd.
Sagicor Sagicor General Inc.

Maritime The Maritime Financial Group

New India The New India Assurance Co. (T&T) Ltd.
TATIL Trinidad and Tobago Insurance Ltd.
TRINRE TRINRE Insurance Company Limited
Assuria Assuria Life T&T Limited

Beacon Beacon Insurance Company Limited

CUNA Caribbean Insurance Society

GLOC Guardian Life of the Caribbean Limited
Maritime The Maritime Financial Group

PALIG Pan American Life Insurance Group Limited
Sagicor Sagicor Life Inc.

Scotia Scotia Life (T&T) Limited

TATIL TATIL Life Assurance Limited

’ _ -

Beacon was not included in the Expenses Analysis for Life Insurance (expenses not separated for Life and
General)

» U.S. benchmarks are for comparison purposes. U.S. data represent a similar sized life insurance industry
by Net Annual Premium/Net Written Premium in the United States of America. Dollar values are taken per
$1000 of Net Annual Premium. U.S. data is sourced from an international EY Benchmarking tool, from
which the most current data available is for 2016.
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