QOxbow Partners ZOW 8

INSURTECH IMPACT 25

. J Qﬁ%
25 emerging tfechnology-led \1\\‘?0{‘“\ _

businesses well placed fo have
an impact on the insurance =

industry in 2018



About Oxbow Partners

Oxbow Partners is a management consultancy serving
exclusively the insurance industry.

We work on strategy and transformation, digital and
M&A topics in general insurance, life insurance and
pensions.

Our agile approach, senior teams and deep sector
expertise allow us to deliver projects for clients faster
than traditional consultancies.

In January 2018 we were ranked one of the top 10
management consultancies in the UK for insurance in
a Financial Times study.

Disclaimer & copyright

Much of the information contained in this report was collected from InsurTechs
and has not been independently verified by Oxbow Partners. We therefore
assume no responsibility for the accuracy or completeness of such information.

Please note that this report is for information only and it is not intended to amount
fo advice or any form of recommendation on which you should rely. You must
obtain professional or specialist advice before taking, or refraining from, any
action on the basis of the confent of this report.

Copyright © Oxbow Partners Limited 2018. The reproduction of all or part of this
report, or the use of the Oxbow Partners InsurTech Impact 25 logo, without the
written permission of Oxlbbow Partners, is prohibited.
@oxbowpartners

Thanks

m www.linkedin.com/company/
oxbow-partners-consulting

Oxbow Partners would like to thank InsurTechs

selected for inclusion in the Impact 25 for their O www.oxbowpartners.com
considerable efforts providing information about www.oxbowpartners.com/blog
their businesses.

InsurTech Impact 2019

If you believe that your business should be
considered for the Oxbow Partners InsurfTech
Impact 2019, then please let us know by emailing
impact25@oxbowpartners.com.



Contents

Welcome

1 Intfroduction
Fords vs. Tinchers: Why we created the InsurTech Impact 25
A note on the selection of Members

The challenges of engaging effectively with emerging technology-led businesses

A N O W0 W N

The consequences of not engaging

2 Insurfech update: Q1 2018
The InsurTech landscape
2018: A transition year from hype to impact
Clustering - and the need for careful diligence
Increased participation by incumbents

Headwinds for InsurTech

o N OO0 O O O

The failure to engage: Collaboration back to competition?

3  Succeeding with InsurTechs 10
Culture through structure and space 10
Scalable start-up infrastructure 11

4  Executive checklist 13

5 The InsurTech Impact 25 14

Appendix: Methodology for choosing the InsurTech Impact 25 66

Impartiality and objectivity

Impartial and objective analysis is a core principle of Oxbow Partners.

All Members of the Oxbow Partners InsurTech Impact 25 were selected on their own merits. No Member has paid a
fee or offered any other financial incentive, directly or indirectly, to be included. The methodology that we used to
choose Members is shown in the Appendix.
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Welcome

InsurTech emerged as a term only in mid 2015. Since then, it has burst intfo the
insurance mainstream and is now a recognised term in the industry. Commentators
talk about there being around 1,000 InsurTechs - although this number is highly
sensitive to the definition. What is certain is that there are hundreds of emerging
technology-led businesses which could be relevant in the coming years.

The consequence for industry executives is a torrent of InsurfTech news and direct
approaches from founders promising to do unimaginably good things for their
businesses.

But which InsurTechs are well placed to have an impact; which InsurTechs should
executives be talking to?

Since we started covering InsurTech on our blog (www.oxbowpartners.com/blog),
we have taken an analytical, sober view of the likely impact of InsurTech as a whole,
and of individual InsurTech companies (through our 'Bitesize” profiles). Whilst we are
excited by the potential of technology to fransform the industry, we are also mindful
of the challenges that technology companies need to overcome to be successful.

For insurers and brokers this means that InsurTech could be a ‘game changer’, but
only if they back the right horses.

In this report, Oxbow Partners has identified 25 InsurTechs which we believe are well
placed to impact the insurance industry in 2018.

We hope you find the report valuable in navigating the InsurTech landscape. Please
contact us af impact25@oxbowpartners.com if you would like to get even more
insight info our views now and as 2018 develops.

Stuart Davies
Chairman, Oxbow Partners
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Fords vs. Tinchers:
Why we created the
InsurTech Impact 25

A note on the
selection of Members

It's one thing spotting a frend, but quite another playing it profitably.

Visionary investors may have seen potential in the automobile in the early 1900s. But those who
invested in the Tincher, a premium car that hit speeds of over 60mph by 1907, did not gain
financially: the business went bankrupt in 1909. The winners were, of course, those who spotted
the Ford, which launched the same year.

The parallels to InsurTech are clear. There are no prizes for spotting Insurfech as a trend.

There are no prizes for implementing more proofs of concept than your competitors. The only
prize is for those who spot the winners, are able to attract them, and engage effectively and
profitably with them.

But who are the winners? Depending on who you believe and how you define InsurTech,
there are currently around 1,000 InsurTechs.! Insurance executives have a fough time
navigating the landscape.

Industry commentary does not, in our opinion, help executives much. Reports highlight
the large number of InsurTechs, their diversity and creativity. Articles reinforce the hype
and don’t analyse the potential impact.

We created the InsurTech Impact 25 to highlight specific companies which we believe are
well placed to impact the European insurance industry in 2018. We believe that European
insurance executives should know all of these companies and be talking fo many of them.?

We had hoped that a *hard” metric such as revenue growth would serve as an objective
selection criterion for Membership of the Impact 25. This was not possible because InsurTech is
such an embryonic category: revenue growth numbers ranged from infinite (many companies
had no paying customers in 2016) to absurd (some had finy revenues in 2016 but got some
major projects in 2017), fo understated (some had material revenues in 2016 and are arguably
more established than other companies, but showed lower revenue growth).

We have described our selection methodology in detail in the Appendix. In summary,

Members needed to meet most of the following criteria:

*  Minimum £100k recognised European revenue in 2017 from insurance clients

*  Maximum £10m recognised global revenue in 2017 from insurance clients

e Established before 1 January 2017, but after 1 January 2007

*  For companies operating mostly outside Europe, evidence that there is a plan
to focus on Europe in 2018

* A proposition that is fechnology-led and somehow innovative

*  Ashareholder structure that means the company is operationally
independent of any major corporate

We conducted significant analysis of each Member in the selection process but our choices
were ulfimately mostly subjective.

Crucially, there is no fee or other financial incentive for Membership (and there will never be
one). All Members were selected on their own merits.

We have no doubt that we have missed some Fords and included some Tinchers. But who

ends up a Ford and who ends up a Tincher is not pre-determined. The fate of most of the
Members lies in the hands of insurers and their willingness and ability to frial and then implement
their technology. That is driven not only by the quality of the individual InsurTech but also by
unforeseeable factors such as industry priorities and someone getting the lucky ‘big break’.

"For example, do you include fraud analytics businesses that have cross-sector application like Feature Space; what about established insurance technology
companies like Acturis or Guidewire? Some of the former are often included whilst the latter are normally excluded.

2Clearly not all Members of the Impact 25 are relevant for all types of company.
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The Chollenges of Spotting the winners is just the start: it’s what happens next that matters.

engaging effectively

with emerging Technology— In 2016 we released a short report® about the challenges InsurTechs experienced engaging

led businesses with insurers. These included: a tendency by insurers to show great inferest in an InsurTech but
be distracted when a short-term revenue opportunity arose; a lack of credtivity in the solutions
insurers were able and willing to offer InsurTechs; and slow decision-making processes.

In 2018, these issues have only partly been resolved. We still see many insurers taking a long
time to implement proofs of concept, for example. The innovation team may move at speed,
but is quickly slowed down by governance processes such as procurement and data privacy.
Pilots regularly take over 6 months to run - a painfully long fime for InsurTechs. The number of
production-level implementations is still low (but ticked up in Q4 2017).

Insurers and brokers need to address these challenges. Only a few have managed to date:
Euler Hermes Digital Agency and Digital Partners at Munich Re are two stand-out examples
(profiled later in this report). The response requires both clarity of purpose and execution
excellence.

Many other companies have set up innovation infrastructure - ‘labs’, ‘studios’, corporate
venture capital arms and so on. However, most have not had the impact that Euler Hermes
and Munich Re have achieved. As we describe in section 3, successfully engaging with
InsurTechs involves both cultural change and ‘startup grade infrastructure’.

The conseguences Some industry executives might argue that engaging with InsurTech is optional, pure hype. We
of not engaging agree on a semantic level, which is why the title of this report refers to ‘emerging technology-
led businesses’.

Semantics aside, we believe that engagement is essential. Executives need to set up their
organisations to identify the Fords and engage successfully with them. Our argument rests on
the following observations:

*  Some technologies (e.g. robotics) are already having a demonstrable
impact on the economic performance of businesses. Few dispute that cost
will be a key theme for insurers and brokers in the next 5 years, and insurers
who are unable to raise productivity will suffer. Impact 25 Members that raise
productivity through robotics are Cognotekt, Kryon and RiskGenius.

*  We are already seeing that the leading InsurTechs are becoming more
selective about who they work with. This will lead to anti-selection for insurers
who lag: they will see ‘normal” volumes of Insurfech engagement but won't
redlise that they are working with the Tinchers.

* InsurTech has ‘pivoted’ from distribution businesses (competing against
insurers and brokers for customers) to supplier businesses (selling services to
insurers). If insurers and brokers do not engage with these Service InsurTechs,
startups could revert to competing against incumbents (e.g. through
technology-led MGAs supported by alternative capital). Arguably this frend
has already started with the emergence of ‘full stack’ InsurTechs such as
Coya, Oftonova, ONE and Element in Germany.

Insurers need to look beyond the hype and identify the Fords. We expand on our observations
in section 2.

3See http://www.oxbowpartners.co.uk/insurtech-startups-research/
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7 InsurTech update: Q1 2018

The InsurTech |OﬂdSCOpe The key to understanding InsurTech is fo remember that the term covers two fundamentally
different types of business.

Distribution InsurTechs: These companies are trying to acquire customers through distribution
and proposition innovation. They need (re)insurers as capacity providers.

Supplier InsurTechs: These companies are developing fechnology which could help insurers,
reinsurers or brokers do business more effectively. They operate in three main areas, shown in

our illustration below. They require insurers, reinsurers and brokers as customers.

The following picture shows the InsurTech Impact 25 Members along the value chain.

Distribution Data & Analytics Claims & Fraud
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Figure 1: The InsurTech Impact 25 When Insurfech emerged as a category, most InsurTechs were focusing on distribution.

th | hai
ceross fhe valle chan However, consumers and SMEs (the groups Distribution InsurTechs target) have been harder

to acquire than companies perhaps expected. As a result, the mix of InsurTechs is now shiffing
quickly to Supplier InsurTechs.

2018: A fransition yedr We believe that 2018 is a fransition year for InsurTech.

from hype to impact
Over the last two years, executives have been excited by ideas and opportunities. They have,
in many cases, been satisfied with innovation activity and not demanded fo see results. They
understood that innovative ideas take fime to mature, and that you can’t have results without
activity.

We anticipate that things will change in 2018 in two ways:

Shift to execution and results First, we think that the emphasis will shiff from ideas and opportunities to execution and results.
Boards have heard much about the power of InsurTech to ‘disrupt’ the industry since 2015, but
seen little evidence that this is happening. We expect the management horizon to shift from
the long-term to 12-24 month P&L impact.

This means that corporates will focus on back office functions: expect engagement with data
& analytics innovators, process automators and digital administration and claims platforms.

Some insurers will continue to focus on distribution and proposition innovation? but we expect
this to be in the form of capacity provision to InsurTechs rather than in-house innovation. An
illustration of Allianz X, which announced in November 2017 that it was repositioning from
‘company builder’ to ‘strategic digital investment firm’.

4Insurers have innovated with distribution and innovation for centuries, of course. In this context, we use innovation to refer to ‘disruptive’ innovation, for
example the development of untested distribution models (e.g. Zego) or products (e.g. Neos).
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Greater focus on
strategic themes

Clustering - and the need
for careful diligence

Increased participation
by incumbents

Figure 2: Insurers and reinsurers involved in
Impact 25 companies, split by investment
and capacity partnerships.

Allianz

Second, we think that innovation activity will focus on strategic themes. Since 2015,

some companies have built sprawling innovation teams, for example corporate venture
funds, ‘startup studios” and in-house innovation teams. These units have generally worked
independently and focused on those opportunities they perceived to have most value.
These opportunities were often inconsequential fo the multinational groups within which they
operated.

In 2018, we think there will be greater fop-down management of innovation fo align it to
group objectives. Allianz X again serves as a good example: its investment activities will

focus on five ‘ecosystems’®. Similarly, AXA recently announced that it is bringing several of its
innovation units (e.g. AXA Strategic Ventures, the venture capital business, and Kamet, the
‘startup studio”) into a single innovation reporting line.° In this way, these groups hope to build
differentiated capability in areas that are material to the group.

An interesting feature of InsurTech at the moment is the clustering around certain themes. For
example, Carpe Data, Cytora and Digital Fineprint all provide services around the provision
and analysis of data; 360Globalnet, Cognotekt and Rightindem support the delivery of digital
claims experiences.

Clustering is a natural progression in the lifecycle of InsurTech: it is to be expected that
companies should cluster around ideas that are gaining traction when the industry is moving
from hype to impact. For insurance executives, it means that careful diligence of each
InsurTech is required to understand and identify the Fords and avoid the Tinchers within each
category.

The comments above presuppose that companies have been involved in Insurfech and
innovation at all. It is important to note that activity has been skewed to a number of large
insurers and reinsurers so far. The chart below shows which insurers and reinsurers have
publically engaged with Impact 25 distribution startups.

Aviva Hiscox Munich Re Others

BOUGHT * e
BYMANY

GUARDHE@G

&

wefox

ECO
e Capacity 0 Investment

Company names refer to the groups, not necessarily legal entities.
For example, Munich Re generally invests via its Hertford Steam Boiler
operation.

* Others include Penn Underwriting (Argo / Coveq), Ergo, L&G

TMunich Re capacity and investment is in ONE, wefox’s insurance
carrier

} Others is Transatlantic Re

Munich Re has been extremely active in the InsurTech space, both through Digital Partners
and its core business. Other incumbents have been more opportunistic or restrained.

We expect more companies to become active in 2018. This is facilitated by the trends
above: no longer is an investment in Insurfech or innovation a “hype’ investment but it is an
opportunity to make a real impact either to customer engagement or operational efficiency.

SThese are mobility, connected property, connected health, wealth management & retirement, and data intelligence & cybersecurity; source: Allianz press
release November 2017 (https://www.allianz.com/en/press/news/company/appointments/171124_Allianz-X-Change/)

¢See https://www.insurancejournal.com/news/international/2017/05/17/451335.htm
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Headwinds for InsurTech A notable characteristic of InsurTech is the wide dispersion of revenue growth rates. The range
for Impact 25 Members (where disclosed) is from 5% to 9,900%.

Revenue growth of InsurTech Impact 25 Members where disclosed

N
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Revenue band

Figure 3: 2016-17 revenue growth There is no correlation between our assessment of an InsurTech’s traction or potential and its
of InsurTech Impact 25 Members : :
where disclosed current revenue growth rate. There are two main reasons for this.
*  We think the quality of earnings of Distribution InsurTechs is high because customers have
selected a differentiated proposition and are likely to be relatively sticky. InsurTechs can
create significant value without necessarily being in *hypergrowth’.

e Supplier InsurTechs are subject to the sales cycles of corporates. Revenue is therefore
likely to be both lumpy and exponential due to the “herd mentality’. Recent historic
performance is not necessarily a good predictor of future impact.

Nonetheless, InsurTech faces headwinds, as the lack of *hypergrowth’ company illustrates. These
are discussed in more detail below.

Distribution InsurTechs: Not For Distribution InsurTechs, there are multiple challenges:
scratching major customer
itches? ¢ Companies are always reliant on corporates in some form or other. Insurance is unique

in the sense that the cost of the product is almost always unpredictable - either through
unexpected frequency or severity of losses. As a result, every Distribution InsurTech needs
fo persuade an institution to back its approach; we have described the challenges of
partnerships in various points in this report.

¢ Companies typically only have one opportunity per year to acquire customers (i.e. at their
renewal date) unless they are frying to acquire customers new to insurance (which has its
own challenges). This creates major challenges for InsurTechs: if you don’t get the renewal in
one year, most (if not all) of your ‘pre-sales education” is wasted and you have fo start from
scratch the following year.

. If InsurTechs do not convert opportunities, this could be because they are not scratching a
sufficiently major customer itch. Customers famously don’t love their insurers, but are they
willing fo engage with potentially superior alternatives? Switching costs are high and it is
perhaps not surprising that the Distribution / Product InsurTechs we see performing well are
those which are either offering high-emotion products (e.g. pet insurance from Bought By
Many) or niche products (e.g. Deliveroo rider insurance from Zego).

*  Finally, aggregators (price comparison websites) are either established or growing their
influence as the ‘gatekeepers’ of insurance purchasing in many markets. There are two
conditions for the aggregator model to work: first, there needs to be a set of similar products
so that price comparison is meaningful; and second products need to be time-limited so that
they can support annual comparison. Insurfechs focusing on product innovation often satisfy
neither of these criteria meaning that they are shut out of major digital routes to market.

Standing against these challenges is the experience of our Distribution InsurTech Members. These
companies are attracting and retaining customers and generating value for their partners and investors.
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InsurTech update: Q1 2018

Supplier InsurTechs: The
challenges of the corporate
sales cycle

The failure to engage:
Collaboration back to
competition?

2015- 2017

Competition

¢ InsurTechs launch and want to

customer experiences
and propositions. e.g.:
* Bought By Many

* Friendsurance

¢ Cuvva

For Supplier InsurTechs sales cycles are slow and lumpy. Complaints we hear regularly are that
companies are slow fo act (e.g. decision-making processes), overwhelm with bureaucracy
(e.g. long NDAs, complex procurement processes) and are inconsistent (e.g. quickly changing
priorifies). In fact, these are very similar themes to those we heard in 2016 when we published
our first study on the space. But Some insurers are now also getfting better at engaging with
InsurTechs (see sidebars) and we expect more to invest in their capabilities in 2018

(see section 3).

Insurers may speculate that the high marketing costs, driven partly by customer inertia, will
keep Distribution InsurTech competitors at bay. They might feel that their current underwriting
performance makes Supplier InsurTech partnerships optional.

They may be right - but we doubt it.

We think that a failure to engage could just move InsurTechs away from trying to collaborate
with insurers and back to competing against them. The opportunity to “disrupt” is too large for
entrepreneurs and investors to ignore.

In fact, this trend has arguably already started. A number of *full stack” InsurTechs have
launched in the last two years. These are digitally-led, legacy-free startup insurance
companies. The most well-known example is Lemonade in the US, although several businesses
emerged in Europe in 2017: Coya, Ottonova, ONE, Element (Germany) and Alan (France) for
example. These companies are setting themselves up so that their reliance on the traditional
insurance market is minimal; they are competing with them head-on.

What we have not yet seen is Supplier InsurTechs taking on more elements of the value chain
to compete against insurers, but there is no reason why this could not happen. The scenario
here would be that a company offering, for example, enhanced pricing capabilities to insurers
does not get sufficient traction as a supplier to incumbents. They therefore evolve into being
an MGA, possibly using reinsurance or non-standard capacity, and use their fechnology to
select against incumbents.

2017- 2018 ?

‘ Competition

Collaboration

« Shiff fo supporting « |If InsurTechs don‘t get fraction with
‘disrupt” insurance through superior incumbents as Supplier incumbents, InsurTech could revert
InsurTechs. e.g.: back to competition
* Cytora
* INSTANDA * Full stack InsurTechs, could be
* Rightindem examples of this. e.g.:
* Lemonade
* ONE
» Ottonova

Figure 4: InsurTech could go
*full circle” back fo competition
against insurers

We believe that insurers have much to gain from building capabilities to engage effectively
with innovative technology businesses - the subject of the following section.
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Munich Re: Digital Partners
Arguably the most advanced proposition for Distribution Insurfechs

InsurTech was emerging as a category at the end of 2015. A few early InsurTechs had
launched (mostly focused on distribution), for example Friendsurance in Germany and
Bought By Many in the UK. Given the impact that tech companies were having in other
industries - most obviously Uber but also less glamorous propositions such as infernational
payment provider Transferwise and digital wealth manager Scalable Capital - the Munich
Re Board wanted to ensure that it was positioned for any emerging frend.

After a brief market study (by Oxbow Partners), it became clear that Munich Re needed

to do two things to capture this frend. First, it needed to build a digital product platform
that could integrate with Distribution InsurTech. Founders pointed out that their customer
journeys often fell down at the point of quote or purchase when customers were handed
over to insurers’ systems. Customers would go from a beautifully designed acquisition and
development process to a grey screen; sometimes they couldn’t even purchase online. This
led to high drop-off rates.

Second, Munich Re needed to build a separate team if it wanted to build serious InsurTech
relationships. Founders told us that they would have endless coffees with underwriters who
were inferested in their proposition, but would then suddenly stop getting replies to their
emails. The problem was that underwriters would get distracted by short-term opportunities,
and founders would discover that they were merely a person of interest, not a potential
business partner.

Digital Partners is arguably the most advanced proposition in the market for Distribution
InsurTechs. The fully APl-enabled platform allows Munich Re to provide seamless customer
journeys to its partners. Through the API ‘gateway’ (think of this as a kind of plank-plug
provided by Munich Re) these partners can flexibly choose the services they want to
source from Digital Partners.

Equally, the dedicated team understands the requirements of startups. They make quick
decisions, are clear about what they can offer and execute fast. Digital Partners has got
over a dozen partnerships in the first 18 months of operation, including Bought By Many,
Trov, Slice Labs and Next Insurance.
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3 1Succeeding with InsurTechs

Culture through

structure and space

In the previous sections we argued that insurers will fry to move InsurTech from hype to impact
in 2018 but noted that many sfill struggle to engage with early stage businesses. In this section
we will describe what that means.

Our experience working with clients suggests that there are two areas that need to be
addressed for insurers to succeed with InsurTechs: culture and scalable start-up infrastructure.
The relative importance of each of these areas depends on the organisation. Some
companies have entrepreneurial front-line employees who are frustrated by bureaucracy;
other companies have entrepreneurial management but front-line staff who rarely look
beyond ‘business as usual’. As a Global COO recently commented: *| can get (back office
functions) to do what I need (for innovation); the bigger problem is the business - for example
for partnerships with (Distribution InsurTechs) | need to get underwriters on board and they are
normally swamped by BAU.”

Culture is obviously difficult fo change and insurers have fried different structural approaches
to encourage it. Some have created independent teams to ‘spearhead’ innovation (e.g. XL
Accelerate at XL Caftlin, Aviva’s ‘Digital Garage’, corporate venture funds, ‘startup studios”)
whilst others have attached innovation resources directly into their core tfeams. Many of the
big players have tfried approaches across the spectrum.

Startupbootcamp

XL Innovate

Disruptive Innovation Incremental Innovation
Examples
Finding and scaling Internal teams focused on Incubating internal / external Investing in 3rd party businesses
innovation opportunities continuous improvement startups to scale
Digital Partners
Munich Re MundiLab Munich RE/HSB
Innovation Teams
AXA Group Innovation AXA Strategic Ventures
AVivq AHaBiie eaees roindes racien

Figure 5: Examples of startup
engagement structures used by
selected (re)insurers

XL Accelerate

Success has been varied - as indeed has been the definition of success. For example, some
insurers see investments in InsurTechs as a learning opportunity, both for the institution and for
individuals who might be seconded to the portfolio company. On that measure, corporate
venture is working for many; for some companies, raising awareness and driving a desire to
innovate amongst staff are already significant ‘wins’.

The only thing we can say with certainty is that different models have worked for different

insurers.

Arguably more important than structure is ‘space’, by which we mean the incentives provided
by companies to innovate. This could be as simple as making it easy for employees to surface
improvement ideas fo management. For example, Simply Business, the UK online business
insurance broker acquired by Travelers for 50x EBITDA in 2017, holds regular ‘non-technical
hackathons’ with its staff to identify and push forward improvement opportunities. Not only
does this help the business, but it creates real engagement amongst employees. Other
companies might choose to create space for employees to innovate through tools such as
balanced scorecards.

That said, companies can push ‘culture’ oo far. In 2017 we published an infographic making
the case that insurers needed to differentiate between ‘core business innovation” and
‘disruptive innovation’. This was in response to the number of calls we got from employees at
our client firms asking us about how to engage with startups. These people did not appear
to be trying fo solve any specific use case, but rather were conducting their own scouting

missions. We consider that distracting for core business employees.
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Our view is that most employees should focus on ‘core business innovation’, which we define
as incremental improvement in the core business, the part of most companies that makes the
money. This might involve startup partnerships, but only where there is a clear business ‘pull’.
For example, CUOs should always be thinking about how new sources of data could help
them price risk better. Leaders should be creating ‘space’ for their employees to think about
it - but should not deploy significant resource on opportunities that are far from the current
business model.

Those opportunities should be pursued by small, specialist teams focused on *disruptive’
innovation. These teams are scouting for InsurTech partnership opportunities more broadly.
Their ‘space’ is created through longer-term KPIs and incentive structures which make sure
that they don’t get distracted by the day-to-day in their mission fo shape the future. Good
examples are the two teams highlighted in our sidebars - Digital Partners at Munich Re and
the Digital Agency at Euler Hermes. Others might include the Futures team at Hiscox or XL
Accelerate.

This separation is important not only to create clarity on business objectives. It is also important
for InsurTechs, who want to be certain that their engagement will be fruitful. A *disruptive’
Distribution InsurTech does not want to deal with a traditional underwriter, only to be sidelined
as soon as an attractive short-term opportunity arises.

Scalable sta rT—up Most insurance processes were conceived for large-scale, regulated actives, for example

infrastructure outsourcing agreements or major supplier agreements. It is also true that processes tend
to get more complex as time goes on: companies are generally not good at reducing
complexity. NDAs are a dozen pages long and excessively restrictive; procurement
questionnaires regularly exceed sixty pages of detailed questions.

We are aware of one situation where a corporate parachuted an employee into the startup
four days a week for several months to help them pass through the compliance gates.

Insurers need to build ‘startup-grade’ processes. This involves, for example, considering

all governance processes and separating legal requirements fromm company policies.
Companies should decide where company policy can be varied for early-stage businesses.
Functions typically captured by these considerations include legal, procurement, data
privacy, information security and compliance.

There is also a need to build scalable startup infrastructure. A data sandbox is a good
example. Startups often report that it is at best a lengthy process to gain access to insurers’
data to conduct data proofs of concept. Insurers complain that each POC takes months to
set up as frameworks and protocols need to be agreed from scratch each time. By building
such a data sandbox, Euler Hermes was able to conduct 77 data POCs in its first year of
operation.

Another example of innovation infrastructure is a customer beta-testing platform. This allows
insurers to experiment with a subset of selected clients who know that they are receiving early
offers. Sometimes insurers use employees for this purpose, but this population could lead to
skewed results as it consists of more engaged, or at least knowledgeable, insurance buyers.
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3| Succeeding with InsurTechs

Current state Example Functions Startup-grade state

* Definifion of company minimums
(e.g. opex runway, confidentiality)
¢ Focus on legal minimums
* Redesign of forms / template documentation

* Lengthy forms (60+ pages) and contracts
¢ Irrelevant questions and levels of detail Procurement & Iegol

» Detailed processes, offen expanding to » Simple diligence and oversight process
fill ime available rather than focused on Compliance focused sharply on pre-agreed issues
pre-agreed issues

* One-time build of ‘data sandbox’
to facilitate data sharing in secure
environment

* Lengthy processes to agree data
sharing protocols

* Few (if any) repeatable, scalable
processes

« Difficulty getting unproven ideas into IT * Customer ‘beta testing” platform to test
change queue Techno|ogy ideas on limited set of customers without
putting whole business af risk

Figure 6: Current insurer It is obvious that regulated companies need o be careful about their governance: Nobody

g;ggg:zgz vs. starfup-grade would suggest that the need to innovate outweighs the potential costs of contravening the
GDPR?. However, there is a middle ground that can be found, as forward-thinking companies
like Euler Hermes have shown.

Euler Hermes Digital Agency
77 proofs of concept in year 1
Euler Hermes is a credit insurer, soon to be a fully-owned subsidiary of Allianz.

Until recently, credit insurers enjoyed enormous barriers to entry. Euler Hermes has, for
example, collected credit risk information on more than 50 million companies in over 150
countries over decades. This was an onerous process - combining disparate, normally
national and sometimes hard-to-access datasets such as credit bureaus, bankruptcy
gazettes and so forth.

But the world is changing. SMEs are increasingly using global, cloud-based accounting
systems such as Infuit/QuickBooks and Xero. These platforms will soon become the best
source of up-to-date credit data for certain market segments.

Euler Hermes’s management identified threats such as this but also felt that its competitive
advantage was still considerable. The challenge was using ifs existing assets in new, smarter
ways. Management created Euler Hermes Digital Agency and gave it three objectives:
monitoring market trends, prototyping new business models, and being a competency
centre for digital.

Euler Hermes launched the Digital Agency and started doing proofs of concept. They
quickly realised that POCs were taking tfoo long due to intfernal governance challenges,
like everyone else. The leadership decided that an investment in infrastructure was required
to create a quicker, more repeatable process; or, as the leadership call it, to increase
‘porosity” with the outside world.

The team spent three months building a ‘data sandbox’ - a dataset that innovators could
access (with appropriate permissions) to conduct data POCs. With this approach, the
team were able to conduct 77 POCs in their first year - a multiple of the number that other
insurers have managed.

’New European regulations governing the collection and processing of personal information of individuals within the European Union (EU); fines can reach 4%
of global annual turnover.
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/| Executive checklist

The following checklist can prove useful to insurance executives to ensure that they are
harnessing the opportunities presented by emerging technology-led businesses effectively:

¢ Who should lead my Insurfech engagement? Where do | find them?
How do | ensure they can navigate the constraints of insurance but
spot the opportunities of emerging fechnology?

Leadership *  What objectives am | going to set them? Should they be focused
on implementing a tfop-down strategy or finding boftom-up
opportunities? How do | measure performance?

*  Are we clear on the challenges that could affect our business over
the next 5+ years? Is there consensus in the management team
about these?

e Isthere a common view about the fiming of the impact of these
challenges? How is the business monitoring their development and
adapting the response plan?

Strategy

*  Are we clear on the possible responses to the challenges? Is there

consensus in the management team about these?

¢ How are we testing that these responses are the right ones, both in
terms of market appetite and our delivery capabilities?

e What structures and processes do we need to implement to enable
our response?

¢ Are we able to implement effective, profitable partnerships with early
stage businesses? How repeatable is our process - can we make it
Execution and quicker?
funding
¢ How are we ensuring that longer-term challenges are being
appropriately resourced and funded? Do our strategy and planning
processes allow us to allocate investment fo the things that have
longer and less certain payback profiles?

e What does ‘good’ look like for insurance innovation? Is the industry
benchmark enough, or do we need fo outperform to compete
against possible new entrants?

Performance .
and investor
communication

How do | assess whether my company’s innovation activities are
performing well? What quantitative / qualitative KPIs am | measuring
and how do | benchmark these against other companies?

*  What should | be communicating to investors?
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5| The InsurTech Impact 25

The Members of the Oxbow Partners Impact 25 have been chosen from different parts of the
insurance value chain. An illustration was shown in section 2 above.

The table below shows the Members of the Impact 25 by their characteristics.
Figure 7:

Member Tech Trend(s) Target Insurance Partner(s) The InsurTech
Impact 256

BOUGHT by their
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The following pages contain the profiles of the Oxbow Partners Insurfech Impact 25 2018. Much of the @ SME
information contained in this report was collected from InsurTechs and has not been independently
verified by Oxbow Partners. @ Trade Finance
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INSURTECH
IMPACT

29

OOxbow Partners

Success stories

Insurers: We would love to hear from you if you have
found this report useful for identifying an InsurTech
partner.

Impact 25 Members: We would love to hear from you
if you have been contacted by a potential client or
partner due to your inclusion in this report.
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Distribution Data & Analytics Operations Claims & Fraud

BOUGHT
BYMANY

Bought By Many groups customers with specific
insurance needs and offers them tailored products

Bought By Many’s Members have grown by 64% over the last year to 435,000. It has recently
infroduced own-brand pet and travel insurance

Year founded: 2012

FIE 69
What do they offer? Bought By Many offers two models: a D2C Investment to date: £12.5m
distribution business where insurers are capacity
providers (the core business), and a white-label Key investors: Octopus Ventures,
platform to help insurers acquire customers more Munich Re

cheaply using the Bought By Many technology.

Public insurance capacity
Bought By Many has analysed millions of providers: Munich Re, Allianz,
insurance-related Google search terms to identify Argo, Covea
unmet demand or frustrations with insurance.

Revenue growth 2016-17: 110%

The company acquires (or helps insurers acquire)

in these segments, places them into groups on its 2017 revenue band: £1m - £5m
platform (e.g. travel insurance for cancer survivors

or pet insurance), and offers them tailored Current countries: UK, Sweden
products. (for D2C model); Canada,

China (for white-label model)
The business infroduced own-brand pet and
fravel insurance in the last 12 months; it has sold HZ) London
over 15,000 of its pet policies since February 2017.

Tech @ Customer
The Oxbow Partners Traction: Bought By Many has quickly established Trend Experience
view itself as one of the leading European Distribution
InsurTechs. With over 400,000 members and rapid Target
growth since its product partnership with Munich INsurance @ Personal lines
Re was established, it has demonstrated the Partners

appeal of a more tailored, personal insurance

proposition.

£ £ Bought By Many clearly
demonstrated their
expertise in social and
digital marketing of
insurance products. Our

Potential: With a sfrong management team and
clearly differentiated proposition, we believe that
Bought By Many will grow rapidly in 2018. There is

evidence from the white-label model (Canada, engagement with them
China) that the proposition is globally scalable. yielded deep insights

into market potential and
The 2018 challenge: Bought By Many still need unmet demand. L })

to prove that the model scales outside the high-
emotion segments it is currently targeting.

Tim Hardie, Director,

Industrial Alliance Insurance, Canada
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What happens? For customers
* Customers see an advert on social media or Google; they click and become ‘Members’ of Bought
By Many and join relevant groups
* When groups are large enough Bought By Many negotiates products with partner insurers or designs
them itself; these products are offered via the platform

For insurers

* The whife-label model starts as a consulting proposition to identify growth opportunities for insurers
* Bought By Many then helps insurers use its fechnology to aquire customers in those segments

Key Executives

Steven Mendel Guy Farley

CEO & Founder CTO & Founder

* FInancial Services background (actuary at Aon, * Experienced Enferprise Architect
consulfing at McKinsey & Co.) « Founded consulting business, Kube Partners

» Director af Barclays and Christies

Impact Conversion Rate by Month
Following the pet insurance product launch, 18%
Bought By Many has continuously improved 16%
its marketing and customer journey fo boost 14%

conversion. 12% /.

)
Alongside improved conversion, cost of e

Quote to Sale

acquisition fell by 60%. 8%

6%
The business beat their 2017 GWP and sales targets 4% e
set by investors by 46% and 19% respectively. 2%

0% N N N
Customer feedback has been excellent and S a5 éa@ & é@"J &OQ’
NPS is consistently above 70. Q@O‘Q o & ?\Q‘\' %0(3@ &° eo‘\e 0®O®
Case Study 1 Client situation: Bought By Many’s customer, Micah Car-Hil, wanted to find insurance for his son’s therapy

dog. Chief. Most insurers do not offer enough loss, theft or death cover to meet the value of a therapy dog.
What they did: Bought By Many’s analysis had identified a need for a policy with high levels of loss, theft
and death cover for certain pets. To meet this demand, the business created its *“Complete’ policy with
£6,000 of cover as standard. Most other companies cover less than £2,000 for this feature.

Impact: Micah found Bought By Many through an online advert, joined a pet insurance group and bought
the ‘Complete’ policy.

Client situation: A Canadian insurer wanted o create and launch a pet insurance product; Bought By
Case Study 2 Many was engaged to complete an analysis of online search data.

What they did: Bought By Many identified seven insights relafing to unserved demand. One insight related

to the product itself - the need for a product that covered pre-existing medical conditions. Bought By Many

identified what website content was required to win search demand and the specifications for each article

/ page including target keywords.

Impact: Using a the business plan created by Bought By Many, the client launched the pet insurance

product on its own quote and buy platform. Bought by Many initially ran the digital marketing before

handing over to the client’s team.

Future Applico'rions Product expansion: The business has just launched a travel product for those with medical conditions and is
looking to launch further travel and SME products.
Tech improvements: The business has just launched Snap Claims, an online claims process with no forms; it is also
developing a proprietary policy administration platform to facilitate the launching of new products at speed.
International expansion: The business is looking to distribute internationally and expand its consultancy
business with international clients.
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GUARDH&/G

GUARDHOG provides usage-based insurance (UBI) for
the sharing economy

GUARDHOG has partnered with over 150 sharing economy businesses since going live in
September 2016

Year founded: 2016
FTE: 5

Investment fo dafe: No outside
investors

Key invesfors: nfa

Public insurance capacity
What do they offer? GUARDHOG provides an insurance platform for users and providers: Hiscox
businesses in the sharing economy.
Revenue growth 2016-17: No

To date, GUARDHOG has launched 3 on-demand products: 2016 revenue
«  HostCover: for home sharing, home exchangers, 2017 revenue band: 50k - £1m
house sitters
«  StuffCover: insuring assets when loaned or rented out Current countries: UK (with EU &
»  StorageCover: protection for possessions stored with 3rd global coverage)
parties
HS): London

GUARDHOG's technology platform has been built
specifically to deliver insurance products to the sharing
economy by infegrating with sharing economy platforms.

Tech
Trend vel

The Oxbow Partners Traction: GUARDHOG hit £500k revenue run-rate by the Target SME

view end of 2017 with no external funding in place. We think Insurance Commercial Lines
the experience of the management team has been Partners

instrumental in getting the business up-and-running so

quickly.

Potential: GUARDHOG is in an aftractive part of the € £ Just briliant. A nightmare scenario
insurance market; AirBnB stays are projected to increase had a silver lining as it lead to me
fromm 1m to 2m per day from 2017 to 2018. With 150 to finding out about Guardhog.

integrations in place, there is a good platform for growth. Amazing service and brilliant.
product. A complete no-brainer if

The 2018 challenge: Several companies are pursuing you're in the sharing economy &
similar business models to GUARDHOG (including Impact need insurance. Thank you.  §
25 Member Zego). We foresee a ‘landgrab’, which will

require GUARDHOG to raise funding and accelerate

partnerships quickly in 2018. .
Facebook customer review
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For customers

What happens?

e Users register, add an activity and link fo one or more sharing marketplaces
¢ GUARDHOG is informed when the user is sharing and the user can choose o put cover in place

manually or for cover to automatically start each time they share
For sharing platforms

e GUARDHOG helps sharing platforms put ‘crowd’ cover in place, automatically insuring all activity
through the platform

Key Executives

Humphrey Bowles
CEO & Founder

Andrew Boldt
COO & Founder

¢ Part of the team that grew peer-to-peer
accommodation sharing platform onefinestay
which sold to Accor Hotels for $180m in 2016

Impact

The number of nights covered
by GUARDHOG grew steadlily
throughout 2017.

Case Study 1

¢ Experienced insurance entrepreneur

¢ Founded successful brokerage, Insurance Tailors

Nights

50,000

40,000

30,000

20,000

10,000

Cumulative nights covered by GUARDHOG in 2017

/

/

/

pd

pd
/

JAN -

they had paying guests to stay.

FEB —

MAR —

APR —

MAY

JUN

JUL

AUG

SEP
OCT |
NOV -
DEC -

Client situation: An AirBnB host wanted to ensure that their home insurance cover was noft restricted when

What they did: GUARDHOG s infroduced HostCover to provide cover for this risk. The Host linked their AirBnB

account to GUARDHOG so that insurance cover mirrored the host’s bookings.

Impact: The AirBnB host can share their home with confidence, only paying for cover when they need it and

not having to take action fo do so.

Case Study 2

Client situation: GUARDHOG s client had built a peer-to-peer platform to compete with the fraditional

‘left-luggage’ model. They required a solution to protect third party goods when stored in a network of
shops, cafes, hotels etfc.

What they did: GUARDHOG designed and built an insurance solution to provide on-demand cover for

possessions when left at worldwide storage points.

Impact: The client is widely considered one of the most exciting sharing economy businesses in the UK
and they see this flexible cross-territory insurance solution as fundamental to consumer trust and confidence
in their business model. GUARDHOG s solution has been a key enabler fo this confidence, growth and
successful fundraising.

Future Applications

Product expansion: GUARDHOG will be launching 3 new products: TaskCover for gig economy workers,

DriveCover for vehicle sharing and HomeCover for Sharing Economy parficipants.

Tech improvements: UX improvements for users.

International expansion: Expand activities into Europe.
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Neos provides a home insurance proposition based

around smart technology

Neos’s connected home proposition helps customers actively protect their homes,
reducing claims costs for insurers. Customers value the solution; NPS is +64 and 94% of

TrustPilot ratings have been *Great’ or ‘Excellent’

What do they offer? To customers: Neos provides customers with connected
technology including smoke detectors, cameras, motion
sensors and leak detectors as part of their home insurance
policy.

In case of an incident, homeowners are alerted and Neos'’s
24 hour monitoring team send out tradespeople to rectify
the problem.

To insurers: Neos operate as an MGA in the UK and as
an end-to-end white-label insurance |oT solution in other
markets.

Neos’s fechnology reduces claims cost (frequency and
severity) as the sensors supplied cover the three main causes
of loss - fire, theft and escape of water.

The business claims its proposition also increases customer
engagement and retention due to its differentiation from
other home insurance policies on the market.

Traction: Neos started to get traction in 2017, growing
at 1,000% albeit from a low base. With £6m investment
and Munich Re onboard as capacity providers, all the
components are in place for acceleration in 2018.

The Oxbow Partners

view Potential: Neos is a good example of a trend towards
‘embedded insurance’. In other words, rather than
thinking narrowly about selling insurance, the company
is positioning insurance as the ‘backstop’ remedy if its
attempts to predict and prevent losses have failed.

The 2018 challenge: Neos has built great foundations; in
2018 it needs to prove personal lines IoT is a big market.
How many customers interested in a premium home
insurance solution? Equally, the business needs to prove
its economic model: is the cost of connected devices
covered by improved loss ratios?

20 O Oxbow Partners

Year founded: 2016

FIE: 30

INnvestment fo date: £6m

Key investors: Aviva Ventures,
Munich Re, EOS Venture

Partners, Gary Lineker

Public insurance capacity
providers: Munich Re

Revenue growth 2016-17:
1,000%

2017 revenue band: £50k - £Tm
Current countries; UK

HZ): London

Tech () loT

Trend Customer

experience
Target

Insurance @ Personal lines
Partners

€€ The leak was a small one
but | hate to think how much
damage could’'ve been done

if Neos hadn’t detected it §9

Patrick M,

Walthamstow
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What happens?

For customers

e Customers purchase the product and have the |oT devices shipped out to their home address;
there is no up-front fee for the customer
* There is an installation option, if required

For insurers

o Neos operate as an MGA in the UK and offer an end-to-end white-label insurance loT solution in
other markets
* The insurer covers the cost of the tech, which is amortised over the policy lifetime

Key Executives

Matt Poll
CEO & Founder

Michael Postle
CFO

* Commercial Director at More Than (RSA)
¢ Business Development Director at AXA

* Personal Lines Strategy Director at RSA
¢ Corporate Finance at PwC

Impact Customer Growth Rate

Since launching in August, customer

growth has been strong. Customers /
doubled between November and

December, then fripled between /

December and January. /

-

NOV DEC JAN

Case Study 1

Client situation: Neos’s customer had a significant leak in the kitchen whilst away on business in Switzerland.

What they did: Neos’s sensors detected the leak and sent the customer an alert via the Neos app. As he
did not respond, he was subsequently called by the 24/7 monitoring tfeam. The customer called his wife af
home, woke her up and she turned the water off. Meanwhile, the Neos team arranged for an emergency
plumber fo come out first thing in the morning and fix the problem.

Impact: The client was able to save significant damage to his property.

Case Study 2

Client situation: Neos was engaged by Aviva to develop an end-to-end, jointly branded solution in order to
offer a fully connected home insurance proposition to their customers.

What they did: Neos developed a solution that allowed Aviva to fest the market in line with their
requirements.

Impact: The solufion was live with customers wit