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Where does digital evolution have the biggest impact on the Munich RE =
Pricing Framework?

Prediction 2@6 Decision making <l\‘v>

- Technical price Rate calibration
Architrave P
Using the past to predict the expected claim costs Transforming the technical prediction in a commercial rate
Behavioral modelling Scenario testing

Assessing the impact of any rate change and the effect on the

Customer buying behaviour and portfolio elasticity e EEeEd vElITE A el

Competitive market analysis Portfolio steering & pruning
Identifying the loss/profit making segment and the strategy to
Taking into account market positioning to improve pricing adequacy improve the profitability

Pillars Data management Domain knowledge Deployment

= Data availability = Business impact of analytical actions » Fast implementation and execution

= Regulatory environment » Synergy across software solutions

= Storage infrastructure
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AutoML is at the edge of modelling software solutions

Time spent on prediction

_________________________________________________

. Generation 0

. 2000-2010

| = Limited data available

. = On premises coding languages

_________________________________________________

. Generation 1

 2010-2020

= Exponential increase of information

. = Professional and dedicated
GLM-based pricing suite

Generation 2
2020 onwards

» Extensive big data usage

=  AutoML solution

Munich RE =
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» Time horizon
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AutoML provides strong answers to modelling challenges

Predictiveness

Scalability

Auditability

Interpretation

Legacy Software (GLM)

Machine Learning

Implementation

Efficiency

AutoML
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Grid Search Overview
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Spotting Interactions Munich RE

#PreviousModel has #27 variables which give #351 possible interactions.
351 possible interactions will be automatically suggested. You can add custom interactions.

. . 071.15%
@) Automatic suggestion

01.10%

Number of suggested interactions

351

01.05%

91.00%
Model1 | ® ’
[ ]

90.95%

Gini

890.90% ® ®

00.85%

00.80%

00.75%

90.70%
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Optimizing resources allocation throughout technical Munich RE =
sophistication journey

A
Advanced Legacy software AutoML : _
| | AutoML is a business
= Risk and behavioral models :
= Competitive market analysis O 0 0 0O O o 0 o enabler allOWlng to
= Fully-fledged portfolio optimization m III III m III m m III accelerate your technical
sophistication journey
Intermediate
= (Good granularity of covers modelled O 0 O o O
= Risk and behavioral models AINHIE 2K
' Risk and behavioral mo i il di
gular models refres
Basic
= Limited number of covers modelled O O
= Risk models only m m
= Yearly models refresh
Non-scalable operations Scalability possible
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Where to divert the effort
Decision
Making = > = Focus on the why and no longer on the how
Business = Devoting time monitoring sales and loss ratio metrics will help the analyst identify
Intel gs% > profitable segments
— = Marketing budget and channel optimization
Pricing : . : : :
Engine I -+ | » = Regain control of pricing model testing and price version deployments
Return Control = Actuaries responsible for price strategy and responding to competitor price changes

to the % - = Overall control of rates and deployment is returned to actuaries away from IT
Actuaries
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Where to divert the effort

byl

9 L I

&

New Datasets

Test new external datasets and
engineered features

|ldentify Segments

Identify profitable segments
underpriced by the market

Ancillary Products

Transfer pricing sophistication
to ancillary products
e.g. breakdown cover

Tiered/Multi Product

Transfer the pricing sophistication
to multiproduct which have more
perceived value

New Initiatives
Marketing campaigns, day one
pricing for new products,
group schemes

Payoff

Munich RE
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Domain knowledge wins over algorithms Munich RE =

Domain
knowledge

Algorithms

(

S (4 4

How AutoML boosts modelling in P&C insurance 17 June 2021 10



Check our website to stay up to date unich R

Munich RE NOT IF, BUT HOW el
Pricing Survey H1 2020

Insights into sophistication, tools and trends

Risks  Solutions Q
Ho > Solution
s August 2020 - The Global Consulting Unit is focussed on keeping on track
ummacy with the pricing and analytical requ our clients and in the markets
- Munich Re's consulting unit in which Munich Re operates. rit, we ran a first half-year survey on

spearheaded a pricing

d data pricing sophistication in primary insurance. Throughout ¢
efer to pricing uniquely fram a primary-insurance [B2C)
ance (B2B) perspective.

documan

The 2020H1 Pricing Survey

d players (but with some exceptions) in coun
mn Eurcpean st 20 responses), UK (5)
= were replies from a single country
of the current publication to
he hackbone of the
ith the aim of cor

benefit of machine
techniques, only a
5 not materia address regional differences,
of the actual adop next survey. In the future we will scal
tion in primary insurance, as of this initial i
2020: more room for th e
if expectations are managed

correctly by experts in the field

Bars 8o,
ised in

ualuable far
t might show the likely
d markets. and because the insights
- There is great untapped potential d experience tells us from our competito:

i of smart g We recommend also not to ext
nology solutions . discrim to all clients or all countries, be
d undenwriting -
urance

in primary i

Pricing and data analytics in the 2020s
Current overview

The application of nan-traditional predictive modelling in the pricing value
chain dates back a couple of decades, but frm the early 2010s it h

ssive commadification of both te
more sophisticated
ading to a commadifica

y of theoretical insig!
ches to the ever-gr

Pricing excellence solutions

Where prediction meets the business

tion of the role of lity of data sources and
the incre: nt-runners in this market
as well ncreased the willing

ness, if not the necessity, of trying out new technigues.
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Thank you for your attention!
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Veronica Coronel Vera Munich RE =
Pricing Consultant

E-Mail vcoronelvera@munichre.com Team Actuarial Consulting & Data Analytics
Tel +49 (89) 3891 3874 Location Munich
Mobile +49 175 889 3771 Start date January 2020
LinkedIn www.linkedin.com/in/veronica-coronel- Languages English, Italian, Spanish
vera
Professional experience Clients/projects
= Pricing consultant = Technical and commercial rate making on motor portfolio
= Pricing analyst for innovative mobility topics in Allianz Group = Pricing committee member
= Pricing analyst of P&C portfolio in Groupama Italy = Competitive market analysis and Day-one pricing
Non project related experience " Demand modelling

= Market Responsibility for Iberia and Latin America = Pricing solution for new mobility topics (carsharing, micro-mobility)

= Reserving expertise on P&C portfolio = Telematics pricing and driving score
= Micro-zoning

= Discount analysis and clustering of motor agent network
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Disclaimer/Important Notice Munich RE

© 2021 Munchener Ruckversicherungs-Gesellschaft Aktiengesellschaft in Munich ("Munich Re"). All rights reserved.

This presentation is for information purposes only. It is not a binding offer. Any obligations between the parties can only be imposed by a
binding written agreement. Munich Re is not obliged to enter into such agreement.

This document is strictly confidential and may not be copied, distributed or reproduced in whole or in part or disclosed or made available by the recipient

to any other person. It is intended to be read by only a limited number of persons which fall within certain exemptions. Please satisfy yourself that you
are one of the intended recipients.

Munich Re has used its discretion, best judgement and every reasonable effort in compiling the information and components contained in this
presentation. It may not be held liable, however, for the completeness, correctness, topicality and technical accuracy of any information contained herein.

Munich Re assumes no liability with regard to updating the information or other content provided in this presentation or to adapting this to conform with
future events or developments.
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