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Kurzvorstellung EY
Vorstellung
EY ist eines der weltweit groRten Prifungs- und Beratungsunternehmen und die einzige der Big Four mit

-einer globalen Financial Services Organisation (FSO) — Giber 2300 Aktuare weltweit!

EY Global EY Deutschland EY FSO Global EY FSO Deutschland
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45,4 Mrd. USD 2,28 Mrd. EUR 13,8 Mrd. USD 264 Mio. EUR
NS Handelsrechtlicher Umsatz NS Handelsrechtlicher Umsatz % Handelsrechtlicher Umsatz NS Handelsrechtlicher Umsatz
FY 2022 FY 2022 FY 2022 FY 2022

Unsere Sektoren innerhalb der FSO
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Key highlights

Net profit margin

The net profit
margin (defined
as net profit
over insurance
revenue) ranged
from 8% to 15%

for 14 insurers.

8% —» 15%

* kK k ok
1 2.8.8.8.
1.8.8.8.

14

CSM growth

The ratio of new
business CSM vs.
CSM released
during the first six
months, ending on
30 June 2023,
ranged from 70%

to 100% for nine

° insurers.

Note: a glossary of terms is available at page 30

70% —»100%

ek kkok
* K kK
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Ratio of CSM to ICL
(GM and VFA)

5% —» 10%

ok ke k ok

Eight insurers
reported a ratio of
CSM to total
insurance contract
liabilities (ICL)
between 5% and
10%.

1.0 8¢

Ratio of RA to ICL

The risk
adjustment
ranged between
1% and 5% of
total insurance
contract liabilities

for 14 insurers.

1% —» 5%

* &k kok
Kok kK k
1. 8.8.8.¢

14

Loss component
weight

The loss
component
represented less

III‘:I than 0.3% of total

) ¢ contracts

liabilities for 11
11 insurers.

<0.3%

Reinsurance CSM
weight

1% —»5% The ratio of

reinsurance CSM

***** to the CSM of
***** insurance

contracts issued
* was between 1%

and 5% for 11
a insurers.

CSM release weight

<5% The proportion of

the CSM released

during the first

***** six months

***** ending on 30

* June 2023 was
lower than 5% for

0 11 insurers.

Expected credit loss
(ECL) allowance

0.1% —»0.4% The ratio of
lifetime ECL

Y% %% %  allowance to total

* debt instruments
at FVOCl and

amortized cost
ranged from 0.1%

6 to 0.4% for SiX
insurers.

* No. of Insurers
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Shareholder’s equity change

No. of insurers presented

IFRS 17 and IFRS 9 vs. IFRS 4 and IAS 39: On transition: negative impact for long-duration business due
1 January 2022 to CSM, RA and use of current assumptions in measurement

>+10% 1 A large majority of composite and L&H insurers reported decreased equity
+5% to +10% due to the recognition of a risk adjustment and CSM and the application of
current assumptions in the IFRS 17 measurement.
5% to+5% N 1 2 _ . . S
e The percentage impact varied across insurers, mainly in the range between —
-10% to -5% 1 1 30% and +10%.
-30%to-10% . 3 e For P&C insurers, the impact was less pronounced, given the shorter
duration of their business with the majority of the contracts measured under
<-30% 2
the PAA.
m Composite L&H P&C
IFRS 17 and IFRS 9 vs. IFRS 4 and IAS 39: 1 January After transition: better alighment between the measurement

2023 vs. 1 January 2022 (annual movement) of investments and liabilities

a >0% 3 The majority of the insurers showed a decrease in equity under both sets of
E 0% to 0% . . standards during the full year 2022, but the decrease was larger under IFRS
< 4 and 1AS 39.
& <-20% 3 B
2 > 0% 3 1 * Akey reason is better alignment between the measurement models of the
o investments and the insurance contract liabilities, as now, values of both are
E -20% to 0% 3 1 impacted by changes in current market interest rates.
2 <20% NG 2 1

B Composite L&H P&C
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Net profit margin: ratio of net profit to insurance revenue

Net profit margin on 30 June 2023

2
3
1
1
3
5
3
1|
<0% 0% to 8% 8% to 15% 15% to 25%

m Composite L&H P&C

Net profit margin: 30 June 2023 vs. 30 June 2022 (HY
2022 comparison, percentage point (pp) change)

>+5% | ——
+0% to +5%
-5%to 0% Y 1

-10% to -5% 3 1
-30% to -10% 1
<-30%

m Composite L&H P&C
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>25%

No. of insurers presented

What the metric is about

It represents the amount of net profit the entity obtains from its total insurance
revenue. The higher the percentage, the higher the amount of net profit that
the entity generates in proportion to insurance revenue.

Key takeaways as on 30 June 2023

e Large majority of composite insurers disclosed a net profit margin between
8% and 15%; most L&H insurers are showing a margin between 8% and 25%,
while P&C insurers are presenting a range of 5% to 13%.

e Two insurers disclosed a margin above 25%, while one composite insurer
disclosed a negative net profit margin, driven by a negative net profit as on
30 June 2023.

Insights from comparatives on 30 June 2022

e Generally, composites reported an increase in the HY 2023 net profit margin
compared with HY 2022, mainly due to less unfavourable impacts from
market volatility for HY 2023, particularly for insurers that recognize the
change of financial variables in profit or loss.

== L&H insurers showed a more balanced change during the year, with half of
them disclosing a higher margin, while the other half showed a lower one.

v Two P&C insurers showed a decrease in the HY 2023 margin compared with
the HY 2022 ratio, with one commenting that this was being driven by a
decrease in the net profit observed in the year. The decrease was mainly due

to the strong favourable effect of changes in discount rates recognized in
profit or loss during HY 2022.

EY



Insurance service margin: ratio of insurance service result to insurance revenue

Insurance service margin on 30 June 2023

4
. 2

<0% 0% to 8% 8% to 15% 15% to 25% >25%

B Composite L&H P&C

Insurance service margin: 30 June 2023 vs. 30 June 2022
(HY 2022 comparison, pp change)

>+5%
+0% to +5% 2 1
5% to 0% [N 5 2

-10% to -5% 1

B Composite L&H P&C
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No. of insurers presented

What the metric is about

It represents the amount of profit from insurance service the entity obtains from its
total insurance revenue. The higher the percentage, the higher the amount of
profit from insurance service that the entity generates in proportion to insurance
revenue.

Key takeaways as on 30 June 2023

¢ The majority of insurers disclosed an insurance service margin between 8% and
15%.

e L&H insurers generally presented a higher insurance service margin as
compared with composite and P&C insurers.

¢ Overall, the insurance service margin was higher than the net profit ratio for
two-third of the insurers, driven by a stronger insurance service result
compared with the total net profit as on 30 June 2023.

Insights from comparatives on 30 June 2022

Generally, the majority of composite insurers observed an increase in the
margin compared with HY 2022 due to an increase in the insurance service
result in proportion to total insurance revenue in the year.

v The majority of L&H and P&C insurers observed a decrease in the margin,
partially driven by an increase in the total insurance revenue observed in the
year without a corresponding change in insurance service result.

EY



Ratio of CSM to insurance contract liabilities (business under the GM and VFA models)

Ratio of CSM to ICL (GM and VFA) on 30 June 2023

3

5 1
4

<5% 5% to 10% 10% to 15% >15%
m Composite L&H P&C

Insights from comparatives

The large majority of insurers showed a slight increase in the
HY 2023 ratio compared with the FY 2022 mainly

concentrated between 0% and 0.5%. One factor contributing to
this is the addition of future profits from new business
exceeding the run-off of profit from existing business.

¢ The large majority of insurers presented an increase of more
than 1% in the ratio since the transition date, with one
composite insurer in particular that presented an increase of
6%.
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No. of insurers presented

What the metric is about

It represents the weight of the CSM on the total insurance contract liabilities,
covering the GM and VFA business. The higher the percentage, the higher is the
relative value of the CSM, which means there is more remaining future profitability
from insurance contracts.

Key takeaways as on 30 June 2023

One of the drivers of higher CSM for profitable insurance contracts is the use of
the fully retrospective and modified retrospective approaches to quantify the
CSM at transition for certain types of business, as opposed to the use of the fair
value approach, which generally results in a lower CSM.

The total range observed is between 3% and 30%. Most composite and L&H
insurers disclosed a ratio above 5% for their GM and VFA insurance business.

Ratio of CSM to ICL (GM and VFA): 30 June 2023 Ratio of CSM to ICL (GM and VFA): 30 June 2023
vs. 31 December 2022 (FY 2022 comparison, pp vs. 1 January 2022 (transition date comparison,
change) pp change)

>0.5%

<-1%

1 >1% |“ 3

0%t00.5% G
1% to 0% 3

2

0.5%to 1% (IFEN 1
0% to 0.5% (P 1
-1% to 0%

<-1% 1

B Composite L&H P&C H Composite L&H P&C
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CSM release ratio: ratio of CSM release in the period to total CSM

CSM release on 30 June 2023

4
4
<5% 5% to 10% 10% to 15% >15%

m Composite L&H P&C

CSM release: 30 June 2023 vs. 30 June 2022
(HY 2022 comparison, pp change)

o5 N =

<0% 1

B Composite L&H P&C
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No. of insurers presented

What the metric is about

It represents the amount of CSM released to profit and loss as a percentage of the
total CSM balance at the end of the period. This ratio provides some insight into the
runoff period of the CSM, which can be analyzed further when the CSM runoff
period is disclosed in the annual financial statements presented at the year-end in
accordance with IFRS 17.

Key takeaways as on 30 June 2023

¢ Around half of insurers released up to 5% of their total CSM during the first six
months of 2023. Another group of insurers released between 5% to 10% of the
CSM, representing 21 insurers in total. This points to, when translated to an
annual basis, a run off period range of 5-10 years for the existing CSM.

e The CSM release ratio for the first six months provides an indication of the annual
CSM release. The higher the ratio, the shorter the expected CSM release
period.

Insights from comparatives on 30 June 2022

e The HY 2022 CSM release ratio was available for few insurers only, given that
the large majority of insurers disclosed FY 2022 IFRS 17 roll-forward tables for
their comparatives.

== For the insurers that provided this information, the HY 2023 CSM release ratio
was generally in line with the HY 2022 CSM release percentage. For one
composite insurer, we observed an increase of 3% in the CSM release ratio.

EY



CSM growth ratio: ratio of new business CSM to CSM release

No. of insurers presented

CSM growth on 30 June 2023 What the metric is about

It provides insights on the growth direction of the unearned CSM of insurers. A ratio
above 100% means that, absent other measurement effects, the CSM is growing
(i.e., the amount of CSM recognized for new business is higher than the amount of
CSM released in the period). A ratio below 100% means that the CSM is declining.

3 Key takeaways as on 30 June 2023

The majority of insurers presented an amount of CSM released that is higher
3 E than the amount of CSM added for new business during the six months, ending
on 30 June 2023, resulting in a HY 2023 CSM growth ratio below 100%.

Under 70% 70% to 100% 100% to 130% Over 130% e One compo_site and qne L&H insur.er reported the Iowest‘ ratio of 50%. .
e Only three insurers disclosed a ratio above 130%. In particular, one composite
insurer showed a ratio of 150%.

m Composite L&H P&C

CSM growth: 30 June 2023 vs. 31 December 2022 Insights from comparatives on 31 December 2022
(FY 2022 Comparison: (Y Change) e The large majority of composite and L&H insurers observed an improvement
above 10% in the HY 2023 CSM growth ratio as compared with the FY 2022 one.
>+10% 5 In particular, one composite insurer showed an increase of 82% in the CSM
growth ratio. It was driven by a significant increase in the CSM from the new
+5% to +10% business recognized in the first six months of 2023.

e For the insurers who disclosed the HY 2022 movement (not shown in the

-5% to +5% 2
diagrams as majority of the insurers disclosed FY 2022 roll-forward tables), we
-10% to -5% observed the majority to show a slight improvement in the growth ratio up to
2%, while only one insurer presented a decrease in the growth ratio
<-10% 1 of -3%.

m Composite L&H P&C
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New business (NB) CSM weight: ratio of new business CSM to total CSM

NB CSM weight on 30 June 2023

4
2
2
<3% 3% to 6% 6% to 10% 10% to 20% >20%

B Composite L&H P&C

NB CSM weight: 30 June 2023 vs. 31 December 2022
(FY 2022 comparison, pp change)

>0%

-3% to 0%

-5%to -3%

H H
w
N
(o)}

<-5%

B Composite L&H P&C
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No. of insurers presented

What the metric is about

It represents the weight of the CSM from new business written in the period and
provides insight regarding profitable new business. The higher the ratio, the
higher is the amount of new unearned future profit recognized by the insurer
during the period relative to the total remaining CSM at the end of the period.

Key takeaways as on 30 June 2023

¢ The majority of insurers presented an amount of new business CSM from new
insurance contracts recognized during the first six months of 2023 over the
total amount of CSM, which is in the range between 3% and 6%.

¢ The lowest percentage has been observed for one composite insurer and one
L&H insurer, which presented a weight percentage of 2%.

¢ Two composite insurers presented a weight percentage above 20%, in
particular one disclosed a percentage of 22%.

Insights from comparatives on 31 December 2022

v The large majority of composite and L&H insurers observed a decrease in the
range between -3% and -5% in the HY 2023 new business CSM weight ratio as
compared with the FY 2022 weight ratio

e For the insurers who disclosed the HY 2022 movement (not shown in the
diagrams as majority of the insurers disclosed FY 2022 roll-forward tables),
the large majority showed an improvement in the weight ratio in the year
between 0% and 3%, while only one insurer presented a decrease in the
weight ratio of -3%

EY



Experience variance weight (GM and VFA): experience variance as a proportion of insurance

No. of insurers presented

service result

Experience variance weight (GM and VFA) on
30 June 2023

2 4
5
2 2
<-15% -15% to -5% -5% to 0% 0% to 15%

m Composite L&H P&C

Experience variance weight: 30 June 2023 vs.
31 December 2022 (FY 2022 comparison, pp change)

>20%

HH

0% to 20%

-5% to 0%

H
N

<-5%

H

3

m Composite © L&H = P&C
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>15%

What the metric is about

It represents the weight that the experience adjustments related to current
services for GM and VFA has on the insurance service result generated during
the period. A ratio above 0% means the insurer presented a favourable effect
from its experience variance, while a ratio below 0% means the insurer presented

an unfavourable effect from its experience variance.

Key takeaways as on 30 June 2023

The large majority of L&H insurers presented a negative experience
variance of above -5% of their insurance service results. In particular, one
insurer disclosed a weight of -47%.

The majority of composite insurers presented a positive experience variance
within 15% of their insurance service results. Two composite insurers
disclosed a weight above 15%.

This metric appears to be less relevant for P&C insurers, given that all or the
large majority of their business is generally measured under the PAA.

Insights from comparatives on 31 December 2022

The large majority of composite insurers reported an improvement in their
HY 2023 experience variance weight, which positively contributed to the
insurance service result.

On the other hand, the majority of L&H Insurers reported a deterioration in
their HY 2023 experience variance weight, which negatively contributed to
their insurance service results.

EY
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Discount rate approach and curve

Discount rate curve

n 2

3
4
7

Discount rate curve
(including illiquidity
premiums)

B Composite L&H P&C

1
1 1
1 1
2
)
3

Government bonds Both

Discount rate approach

Illiquidity premiums
disclosed separately

1
s

Top-down Both

Bottom-up

B Composite L&H P&C

A large majority of insurers disclosed the use of the bottom-up approach,
with some of them providing further information on the determination of
the illiquidity premium (e.g., derived from own assets). Swap

Three composite and one L&H insurer disclosed the use of both methods, W Composite © L&H & P&C

No. of insurers presented

The majority of the insurers
disclosed the yield curve used to
discount the cash flows. Ten
insurers disclosed separately
the illiquidity premium applied
to the risk-free rates.

21

The majority of the insurers
disclosed the use of both swap
rates and government bonds in
the definition of the risk-free
rates used to derive the discount
rate under the bottom-up
approach.

The choice of using swap rates
rather than government bonds is
mainly driven by the currency of
the cash flows.

depending on the type of business. In particular, one insurer mentioned to e Some insurers reported information on the last liquid point (LLP) and ultimate

use the bottom-up approach apart from the annuity business, where they
use the top-down approach. Another one mentioned to use bottom-up

approach for P&C business, while top-down approach for L&H business. 30 years.

21 | IFRS 17 - erste Erfahrungen

forward rate (UFR) to derive the risk-free rate curve. For EUR, the disclosed
UFR ranges from 2.4% to 3.45% and the disclosed LLP varies from 20 years to

EY



Insurance finance income and expense (IFIE) policy election, coverage units and cohorts

approach

IFIE accounting policy election

Apply OCl option

Recognize IFIE in PL
m Composite L&H P&C

¢ Alarge majority of composite and the majority of L&H insurers elected
to apply the other comprehensive income (OCl) option for the
presentation of insurance finance income and expense. Some of these
insurers mentioned that the OCI option will be applied only to certain
portfolios (e.g., non-VFA contracts).

e The majority of P&C insurers elected to recognize insurance finance

income and expenses fully in profit and loss, not applying the OCI option.

e The accounting policy applied on the liability side reflects the
classification reported on the asset side, where the majority of insurers

used a FVOCI measurement for their debt instruments (refer to slide 19).
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CSM coverage unit

Disclosed

m Not disclosed

Cohort period

4%

Annual

.Seml—annual

96%

Apply EU exemption

m Not apply EU
exemption

No. of insurers presented

The large majority of
insurers did not provide a
detailed disclosure on the
coverage units for the
release of the CSM in their
interim report.

Fifteen insurers disclosed
information on cohorts,
with all of them using
annual cohorts to group
their insurance contracts,
apart from one L&H insurer
that is using semi-annual
cohorts.

Five of the 15 insurers in
our panel that are domiciled
in EU reported they applied
the EU exemption from the
annual cohorts
requirements.

EY



IFRS 9 methodology decisions

Restatement of comparatives

1
:
Restated Not restated IFRS 9 adopted before
initial application of
IFRS 17

m Composite L&H P&C

e The large majority of insurers restated IFRS 9 comparatives for
2022 on the basis of full IFRS 9 requirements or the “classification
overlay” approach, which has been applied to specific
financial assets.

* One composite insurer did not restate IFRS 9 comparatives, which
have been presented in accordance with IAS 39 instead.

e Four composite and one P&C insurers already applied IFRS 9
requirements before the initial application of IFRS 9 on
1 January 2023.
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IFRS 9 designations

No. of insurers presented

insurers disclosed applying a FVTPL measurement for
4 their debt instruments of the insurance business, using the

fair value option when necessary.

insurers used the fair value option to designate equity
1 3 instruments at FVOCI (non-recyclable) that would
otherwise been classified at FVTPL.

Hedge accounting

IFRS 9 hedge
accounting

m |AS 39 hedge
accounting

22

The large majority of

insurers that disclosed this
information decided to
apply the IFRS 9
requirements to hedge
accounting (some of them
mentioned to continue to
apply the IAS 39 principles
for macro hedging).

EY
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EY | Building a better working world

Mit unserer Arbeit setzen wir uns fiir eine besser
funktionierende Welt ein. Wir helfen unseren
Kunden, Mitarbeitenden und der Gesellschaft,
langfristige Werte

zu schaffen und das Vertrauen in die Kapitalmarkte
zu starken.

In mehr als 150 Landern unterstiitzen wir unsere
Kunden, verantwortungsvoll zu wachsen und den
digitalen Wandel zu gestalten. Dabei setzen wir auf
Diversitat im Team sowie Daten und modernste
Technologien in unseren Dienstleistungen.

Ob Assurance, Tax & Law, Strategy and Transactions
oder Consulting: Unsere Teams stellen bessere
Fragen, um neue und bessere Antworten auf die

komplexen Herausforderungen unserer Zeit geben zu

konnen.

LEY“und ,wir” beziehen sich in dieser Prasentation auf alle deutschen
Mitgliedsunternehmen von Ernst & Young Global Limited (EYG). Jedes EYG-
Mitgliedsunternehmen ist rechtlich selbststandig und unabhangig. Ernst &
Young Global Limited ist eine Gesellschaft mit beschrankter Haftung nach
englischem Recht und erbringt keine Leistungen fiir Mandanten. Informationen
darlber, wie EY personenbezogene Daten sammelt und verwendet, sowie eine
Beschreibung der Rechte, die Einzelpersonen gemal der
Datenschutzgesetzgebung haben, sind tiber ey.com/privacy verfiigbar. Weitere
Informationen zu unserer Organisation finden Sie unter ey.com.

N In Deutschland finden Sie uns an 20 Standorten.

2023 Ernst & Young GmbH Wirtschaftsprifungsgesellschaft
“All Rights Reserved.
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Diese Prasentation ist lediglich als allgemeine, unverbindliche Information gedacht und kann daher nicht
* \als Ersatz fl']r\eine detaillierte Recherche oder eine fachkundige Beratung oder Auskunft dienen. Es besteht
auf sachliche Richtigkeit, Vollstdndigkeit und/oder Aktualitat. Jegliche Haftung seitens der
GmbH Wirtschaftsprifungsgesellschaft und/oder anderer Mitgliedsunternehmen der
‘ganisation wird ausgeschlossen.
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