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Operating earnings across the listed life risk insurers remains subdued
with some volatility from adverse claims experience and loss recognition.

Operating earnings

Operating earnings across the listed life
risk insurers remain subdued featuring
income protection loss recognition

with repricing initiatives underway
across a number of insurers. The

life insurance industry continues to
experience volatility in profit primarily
from adverse claims experience offset
by varying levels of premium growth
across insurers. M&A activity within the
life sector also continues with ongoing
consolidation resulting from poor
profitability in recent years. CBA recently
announced the sale of Commlinsure to
AlA for $3.8b and AMP also announced
another significant reinsurance
transaction which is expected to release
circa $500m in capital across its life risk
book, subject to regulatory approval.

Figure 1: Operating earnings
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Planned profit margins

Planned profit margins have been
stable from the previous reporting
period noting a drop for AMP due to
implementation of its reinsurance
treaty with Munich. ClearView planned
margins remain high compared to
other companies despite having
trended downward due to changes in
business mix. Actual profit margins
remain relatively low compared to

the previous three year period, with
many insurers reporting a decrease
from the prior reporting period. AMP
actual margins were higher noting
significant loss recognition on Income
Protection (IP) taken up in the previous
period with recent experience broadly
in line with assumptions. Growth

in annual inforce premium remains
varied amongst individual insurers and
has been low overall with Clearview
remaining a stand out marking year on
year total inforce premium growth of
26 percent.

1 CBA historical results restated to include Sovereign.
Conversion rates are based on the foreign exchange
rate as at the end of the reporting period.

2 Suncorp’s operating earnings restated to include
planned profit, underlying investment income plus
claims, lapse and other experience items. The results
combines the Australian and New Zealand business
in AUD. Conversion rates are based on the foreign
exchange rate as at the end of the reporting period.
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Figure 3: Planned profit margins
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AMP: Planned margins have decreased due to strengthening of assumptions and
implementation of its 2016 reinsurance treaty with Munich Re. AMP signed another
significant reinsurance treaty effective 1 November 2017. AMP’s 1H17 experience was
in line with expectations with margins recovering, noting previous capitalised losses.

ANZ: Both actual and planned margins are slightly lower from the previous reporting
period. Experience profits were negative primarily driven by adverse claims experience
for the retail book.

CBA": Planned margins have improved slightly, currently at 10.6 percent at 2H17 with
actual margins also recovering. Operating earnings are higher at $99m for 2HFY17
compared with $36m for 1H17 noting additional $143m of IP loss recognition taken up
over 2017 compared with $65m over the prior year.

ClearView: Actual margins have trended lower from 15.8 percent as at December
2016 to 13.5 percent as at June 2017 Planned margins reduced slightly over the same
period. Experience profits were negative due to adverse claims, lapse and expense
experience.

Suncorp? Planned margins have increased and are currently at 4.9 percent. Actual
margins are at 8.7 percent, showing a slight decline since June 2016 while operational
earnings for Suncorp are slightly lower at $45m for 2H17.

Westpac: Westpac's actual profit margins have decreased slightly from the last
reporting period and increased year on year, currently at 15.4 percent. Westpac notes
that its insurance claim rate of 35 percent for the current reporting period is a slight
improvement from the 38 percent reported in the previous reporting period.
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Annual Premium Inforce (API) Table 1: API growth year on year

Total premium growth across Direct/ Company Total (percent)
Retail/Group has been fairly low across AMP 0.2
the listed life insurers. API growth year

on year has been varied with some ANZ 0.5
companies experiencing higher growth CBA -7.8
relative to others (Figure 4). Premium WBC 98
growth is largely driven by age/inflation SUN 07
related price increases, followed by g
premium rate increases, improvements cvw 25.7
in lapses and new business volumes. In

particular:

) ) ] Figure 4: Total inforce premium
AMP's total inforce premium remained

stable year on year, increasing slightly § 250
from $1,927m at June 2016 to $1,930m

at June 2017 It is noted that low sales 2,000
volumes have largely offset the impact

of new business and age related

premium/CP! increases over the year. 1:500
ANZ Group's life annual premium

inforce remained stable year on year 1000
from $1,784m in FY16 to $1,793m

in FY17 across individual and group 500
products.

CBA's Inforce API has decreased year 0 sunill
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on year from $2,485m at June 2016 to
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driven by higher lapses for Commlnsure

and lower sales year on year.

ClearView's APl has grown from
$151m at June 2016 to $190m at
June 2017 which was largely driven by
strong new business growth. Income
protection price increases (10 percent
on average) were also implemented in
October 2016 following market price
increases.

Suncorp’s Inforce APl increased slighly
year on year from $1,032m as at June
2016 to $1,040m as at June 2017

Life risk inforce premium in Australia
decreased from $813m as at June
2016 to $806m as at June 2017, driven
by run-off of the closed Group Risk
portfolio partially offset by stepped age
and CPl increases in Retail and Direct
businesses. Inforce premiums in New
Zealand show growth of 7 percent
driven by new business and policy
retention with cancellations remaining
at the lower end of the NZ market.

Westpac also continues to experience
strong growth in inforce premiums at
9.8 percent year on year from $973m
at September 2016 to $1,068m at
September 2017 This is driven by
higher new business which is $234m
for the year ending September 2017
compared to $213m for the year ending
September 2016, partially offset by
higher lapse rates over the last year.
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June 2017 - September 2017 Financial Results Commentary - Life Insurance only

AMP

AMP notes that planned profit margins fell by $41m

(46 percent) from 1H16 to $49m in 1H17, largely due

to the strengthening of assumptions at FY16 and the
implementation of a 50 percent quota share reinsurance
arrangement with Munich Re.

1H17 planned profit margins as a percentage of average API
also decreased from TH16.

Operating earnings increased by $5m (11 percent) to $52m
in TH17 compared with 1H16, with improved experience
more than offsetting the lower profit margins.

Individual risk APl increased slightly by $3m from 1H16 to
$1,490m at TH17.

1H17 lapse rates of 13.4 percent were unchanged from
TH16.

TH17 EV increased by 1.1 percent before transfers at the
5percent discount margin to $2,310m. 1H17 VNB decreased
by $17m to $1m, largely due to the impact of strengthened
assumptions in 2H16, the reinsurance agreement with
Munich Re which took effect on 1 November 2016 and
lower sales volumes.

ANZ*

Life insurance planned profit margins (including Australian
and New Zealand) decreased from $100m to $95m from
March 2017 to September 2017.

ANZ's annual inforce premiums increased by approximately
1 percent over the year to September 2017 compared with
September 2016.

The retail insurance lapse rates for Australia slightly
worsened during the year ending September 2017 at 14.1
percent compared to 14.0 percent during the year ending
September 2016.

The EV for the Australian business as at September
2017 is $4,492m, decreasing from the EV of $4,536m
as at September 2016. The decrease is partly driven by
experience losses and adverse economic assumptions
changes. Negative experience was primarily driven

by adverse claims experience during the year. Claims
assumptions were also strengthened across the Retail
products. The value of new business contributed an
additional $138m of EV.

Commonwealth Bank (Insurance)
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Operating earnings for the Australia and New Zealand life
insurance business decreased from $165m in FY16 to

$135m in FY17, which CBA noted is driven by a decline in
Comminsure Retail life income, due to loss recognition of
$143m on the income protection portfolio during the year.

It is noted that lapses for Comminsure have increased YOY
from $243m over FY16 to $430m over FY17

In September 2017, CBA announced the sale of 100 percent
of its life insurance businesses in Australia and New Zealand
to AIA Group Limited for $3.8b. The sale agreement also
includes a 20 year partnership with AIA for the provision of
life insurance products in Australia and New Zealand.

ClearView

Inforce premium growth was driven by strong new business
growth in the advice portfolio which is partially offset by

the gradual run off of the legacy non advice portfolio. New
business premium was up 16 percent over 2017 to $40.3m
for the year. IP price increases were also implemented over
the year.

It is noted that the inforce product mix has skewed to the
advice portfolio with LifeSolutions now representing 77
percent of the total life insurance inforce book. This has
contributed to the lower margins observed as the higher
margin legacy portfolio runs off.

Actual margins were lower than planned due to adverse
claims and lapse experience and slightly higher expense
experience. The poor claims experience was driven by IP
claims and reserve strengthening offset in part by claims
experience profit on the lump sum portfolio.

Adverse lapse experience was partly due to the IP price
increase which resulted in a short term spike in IP lapses.

Suncorp

Planned profit margins were slightly higher for the Australian
business compared to FY16 due to the implementation of
revised income protection and lapse assumptions at the end
of the previous FY. However, planned margins fell slightly for
the NZ business compared to FY16 largely due to adverse
changes in claims assumptions. It is noted that price
increases have been applied to help support future margins.

NZ claims experience was lower reflecting lower lump sum
claim levels offset by a small increase in Income Protection
claim volumes.

Total inforce premiums for the Australian book decreased
slightly impacted by the run-off of the closed Group Risk
book offset by growth in retail and direct due to stepped
age and CPl increases. Inforce premium for the NZ book
increased from $219m to $234m from June 2016 to June
2017.

Westpac*

Compared to June 2016, lapse rates increased slightly while
claims rates decreased slightly compared to 1H17

Compared with TH17, life insurance income increased

by $11m, primarily from lower claims and an increase in
inforce premiums. Comparing FY16 with FY17, life insurance
income was reduced slightly (down $3m) with higher claims
offset by a 6 percent increase in net earned premiums.
Market share in terms of new business volumes continues

at levels above the market share of its inforce business
volumes.

Links to Financial Statements

AME ANZ, CBA, ASX Annoncement on Divestment of Commlnsure, ClearView, Suncorp, Westpac

Westpac Annual Results Presentation

*ANZ and WBC are September year end, the remainder are June year end
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http://shareholder.anz.com/sites/default/files/fy17_-_anz_consolidated_results.pdf
http://www.asx.com.au//asxpdf/20170809/pdf/43l89nxpd1kv7z.pdf
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https://www.clearview.com.au/documents/shareholder-reports/FY-2017-Half-Year-Results-Market-Release
http://www.suncorpgroup.com.au/sites/default/files//fm/documents/Investor%20Relations/Financial%20results/FY17%20Results/FY17%20Analyst%20Pack.pdf
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/ic/ASX_FY17_Financial_Results_Bookmarked.pdf
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/ic/WBC_FY17_Presentation_and_IDP_Final.pdf
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The information contained in this document is of a general nature. It has been prepared to provide you with information only and does not take into account
your objectives, financial situation or needs. It does not constitute, nor should it be regarded in any manner whatsoever, as advice and is notintended
to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. It is not intended to take the place
of professional advice and you should not take action on specific issues in reliance on the information contained in this document. Before acting or relying
on any information, you should consider whether it is appropriate for your circumstances having regard to your objectives, financial situation or needs and
also whether or not any financial product is appropriate for you. If applicable, you should obtain the Product Disclosure Statement relating to any financial
product mentioned and consider the statement before making any decision about whether to acquire the financial product. To the extent permissible by
law, KPMG Actuarial Pty Ltd, KPMG and their associated entities shall not be liable for any errors, omissions, defects or misrepresentations
in the information or for any loss or damage suffered by persons who use or rely on such information (including for reasons of negligence, negligent
misstatement or otherwise).
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