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Why is Insurance Not Selected?

Interaction Models: “Nasty, Brutish, and Short”
Sell a contract which the buyer may not understand
Collect premiums for intangible benefits
Something terrible happens — let’s argue

How is Insurance Sold (or not sold)?
People are not great risk decision makers
“Insurance is sold, not bought”

Clear value at the point of risk

Where Can We Improve?

Risk Experience e AI and Automation e Privacy e Principles



Many insurers are expanding
to more holistic products

80
O of insurance respondents
are offering 1 5 + of the 27 product

variations in our survey

Usage-based
insurance

Pay as/how you
drive

Pay as you travel

Health and wealth

« Health consulting

« Wealth
management

Short-term/
micro risk

« One-day event

Hole-in-one

Risk adjacent
products

Preventive
maintenance

Smart home
services




Becoming a
risk concierge

From insurance provider
to customer companion

IBM Institute for
Business Value

Emerging Risk Concierges...
« 3x higher growth rates

« 52% of IT spend on customer-
focused capabilities

« 33% better at understanding
customer preference

- Revenue impacts >$100M for
expansion



$1.2T

Making insurance [
seamless

Emerging opportunities for embedded

: insurance:
How embedded insurance

' - + Integrate existing insurance products into
provides peace of mind g g P

daily activities

» Sharing insurance data to drive better risk
outcomes

» Gathering data from other industries to
Improve risk position

N

IBM Institute for-
Business Value ]

[ TS\ \h A




New risk experience models
demand broader data
sourcing

Source: IBV Performance Data and Benchmarking, 2020

Third-party data

Insured object history
Customer history
Customer preferences
Insured object diagnostics
Insured object origin
Customer attributes
Customer behavior records from objects
Usage patterns analysis
Journey records

Usage context

Object usage

Time-based behavior

Types of data used for data-based products or services

76%
68%
66%
68%
57%
57%
51%
44%
42%
35%
28%
23%



New risk experience models
demand broad data sourcing

DATA STRATEGY

Global IT professionals in 2022 are more likely to report their company is drawing from 20 or more
different data sources to inform their AI, BI and analytics systems compared to 2021 (69% vs 67%)

@ Lessthan20 @ 51-100

How many different data sources is your company drawing from to inform your Al, Bl and analytics systems (i.e., databases, data stores, data warehouses
501-1000

data lakes, 1oT)? [Among IT professionals at companies exploring or deploying Al in markets studied in 2021 and 2022]

Don't know/Not sure
@ 2050

101-500 More than 1000
April 2021

14% 10% 6% 16%
April 2022

14% 9% 6%

15%
Source: Morning Consult + IBM Study, “IBM AI For Business Adoption Study”, 2022
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Data will also be accessed
broadly...

DATA STRATEGY

63% of IT professionals say that at least a quarter of their workforce needs access to company data to
make decisions

Approximately, what percentage of your workforce requires access to company data (e.g., performance data, user data, asset data, etc.) to make decisions,
including non-technical users?

Selected

Less than 10%

10-24%

25-49%

50-74%

7599%

100% - everyone requires access

None of the above

Source: Morning Consult + IBM Study, “IBM AI For Business Adoption Study”, 2022




..but customers’ willingness to share data is mixed

Willingness to share selected data with providers

47% 46%
43%

35%

31% 30% 32%
27%

21% 23%

Work address Health data ~ Medical history Media habits ~ Social media
profiles

m Insurance Totals



Al and Automation will be
large drivers of data usage

Al ADOPTION AND INVESTMENTS

42% of IT professionals reported their company is exploring Al as part of business operations (+1) and
35% report their company has actively deployed AI (+4)

Has your company adopted or explored using Artificial Intelligence (Al) as part of its business operations?

My company is not currently

4 . My company is exploring, My company has actively
@ .Sngorexpornothe but has not deployed, Alin @) deployed Al as part of its Don't know/Not sure
! its business operations business operations

operations

October 2019

April 2021 21% 41% 31% 7%

” TR

Source: Morning Consult + IBM Study, “IBM AI For Business Adoption Study”, 2022




Digital Automation is Essential

to Capitalize

How many distinct automation initiatives (e.g., to
automate a business process) did you work on in the

past 12 months??

One B 11%

5t09 M 16%
' 10ormore W 59

_______________________________________________

54% of respondents in Gartner’s survey reported to
have 4+ concurrent automation initiatives

Insurers exclusively using
cloud-based technology for
claims, compared to those using
entirely on-premise technology

O/
(<) 3%
more claims processed

and paid without human
intervention

0-—-0
‘ (- \ 5
OO
days shorter backlog of

pending claims

E 34%

—  more insurers use Al to help
detect fraudulent claims




A moment of truth
Claimants reward cloud-exclusive insurers

hile enhanciTRe clai : with advocacy in return for a better
while en ancmg; claims expenrf_(._ experience.

The cloud=based insurance claim
Improving cosi@id speed,

More claims first notified via The best of
cloud exclusives

automated channels More claims processed and

paid without human
intervention
) 30%
2 A higher NPS
3%
6%
upto
1)
17 A Shorter backlog of
pending claims

Faster at handling claims



Responsible Al usage in this
environment faces challenges

Al ETHICS & RESPONSIBILITY
Around 60% of IT professionals report that lack of skills/training to develop and manage trustworthy Al

and (63%) and Al governance and management tools that do not work across all data environments
(60%) are barriers to developing Al that is explainable and trustworthy

How much of a barrier are the following in developing Al that is explainable and trustworthy? [Among IT professionals at companies currently exploring

or deploying Al]
@ Large barrier Medium barrier Don't know/Not @ Small barrier @ Nﬁ)l a barrier at
sure a
Lack of skills/training to deve\cpt gmﬂs el 27% 36% 25% 1%
Lack of an Al strategy 24% 35% 27% 13%

Al govemance and management tools that do not
work across all data environments

21% 39% 26% 1%

Lack of regulatory guidance from governr?ﬁglljs‘.sﬁ; 20% 36% 28% 13%
Al outcomes that are not explainable 20% 37% 29% 12%

Lack of company guutiﬁ:lsnes forgytflt;\iﬁilggllrﬁ 20% 37% 28% 13%
Al vendors who don't include expla;zaaﬂ[‘igtg 19% 38% 28% 12%

Building models on dat?stgca:ita haes cglgg:gt ggsi 16% 40% 30% 12%

Source: Morning Consult + IBM Study, “IBM AI For Business Adoption Study”, 2022
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Example Digital Scenarios

W|[df|re RlSk Wildfire is a granular peril highly

dependent on property location.
Assessment Remote monitoring can capture

predictive attributes like distance to

vegetation and surrounding fuel load.

FlOOd |\/| a p p| ng InSAR techniques can allow for flood

map updates in near-real-time,
providing insurers with actionable,
current risk profiles.

Quantum Quantum computing can improve

signal-to-noise ratio for customer
Customer journey event signaling, resulting in

Optimization 93% Prediction Accuracy* and 24%
better performance*




Insurers lead all industries in number of reported clouds

Increasingly coming to a multi-cloud conclusion

Insurance
Telecommunications
Retail

Banking

Consumer products
Transportation
Energy/utilities
Manufacturing
Government

Travel

Lifesciences / Pharma

Healthcare providers

e 1 4
Eass——— S O

e 1] 4
ee——— 3 3

e |1 0
W

e 1] 0,9
e 3/
e 10,9
es——— 3 3
s 10,9
e 3
—— ] (7
e S Y
e () 5
S Y
e 10 5
e S 0
e 10,0
e 7 3
—— 10,1
7 7
ee——— 0 ()
O

m 2023 m2020

Source: 2020 IBM Institute for Business Value Hybrid multicloud

survey (n=5,262)

© 2022 IBM Corporation

Multiple public clouds and multiple private clouds

Multiple public clouds and one private cloud

One public cloud and multiple private clouds

One public cloud and one private cloud

One public cloud

B 2%

One private cloud
1%

20211

Multicloud, multiprovider, hybrid cloud
is becoming the“dominant architecture”
forcloud service delivery.

During the pandemic, large enterprises have
moved beyond single public clouds




Key Principles to Unlock Digital Value Eftectively and
Responsibly

Digital
Orchestration

Access to Insurance
Data

Trustworthy Al
for Insurance

Automate

Cognitive Care 360° |
Customer Empathy

Protect Policyholder
Data

Modernize (./\\ (

Accelerate Insurance
Modernization

Key Principles

* Virtualization > consolidation

* Ability to operate across hybrid cloud / multi-cloud

* “Tools everywhere” enable new products quickly

* Encryption / security for sensitive insurer SPI

» Handle highly variable workloads, e.g., catastrophe modeling

Connect Across...

Underwriting

Automation Advisory Marketing
(structured, (unstructured, (unstructured,
best potential) best potential) messy)

(structured,
repeatable)

Key Insurer Benefits:

* Ability to connect insurance, data, Al, and customers across
multiple environments

* Deploy experiences and build insights quickly

« Common tools mean speed-to-market for ecosystem while
remaining stable, secure, and roles-based accessible


https://ibm.seismic.com/Link/Content/DC32cFq2BbhR4GTXXGcpVbcP2cQV
https://ibm.seismic.com/Link/Content/DCFMWfbVBJQpd8q2jjGCFdd7qDGd
https://ibm.seismic.com/Link/Content/DCB36FmVC273H8FJXXQHVQjT9bRj
https://ibm.seismic.com/Link/Content/DC8BTJPRdVp3X82TP8VhBpGH9FQV
https://ibm.seismic.com/Link/Content/DCqgDVTJ99h92GMHWRBg4WWGRCgV

North American
Insurance
Company

Expected Outcome
Business Challenge .
Introducing control taxonomy

— Insurance Company has tens of thousands of control for effective management
in place, and wanted to proactively:
— Identify overlaps between different controls
— Improve controls that are not complete or have a

Reducing the existing number
of controls through eliminating
overlaps

low quality
Solution Real‘—time analysis of the
. N quality of newly created
Assessed rlsk.control.s and created a PoC cognitive controls and suggestion of the
control anqu5|s solutloq to understand how controls can similar controls
be categorized, streamlined, reported on, and better .
used for risk-based decision-making Solution Components

— IBM Cloud Pak for Data
— IBM Watson Studio
— IBM Watson Discovery



Key Takeaways

Open Data and Platforms... Responsibly
Pressure on insurers drives expansion of products into “risk experiences”
Higher usage of Al leverage of unstructured/incomplete data, advice and personalization
Broader Al - broader data - broader technology — avoid lock-in, convene value

Get more great Specifics on AI Adoption:
Insurance thought leadership here: IBM Global AT Adoption Index 2022
IBM Institute for Business Value — Insurance Studies

Becoming a Risk Personalization, Elevating the Insurance on the
Concierge platforms, and data- insurance customer platform

designed offerings experience



https://www.ibm.com/thought-leadership/institute-business-value/report/insurance-data-personalization
https://www.ibm.com/thought-leadership/institute-business-value/report/insurance-platforms
https://www.ibm.com/thought-leadership/institute-business-value/industry/insurance
https://www.ibm.com/thought-leadership/institute-business-value/report/insurance-cx
https://www.ibm.com/thought-leadership/institute-business-value/report/insurance-customer-experience
https://www.ibm.com/watson/resources/ai-adoption
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