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Please download the conference app for access to
polling questions, Q&A and conference details
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This session has live Q&A — please submit questions via the
“Ask A Question” icon in the session navigation bar
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Market Segment Outlook — US Life/Annuity

AM Best is maintaining a Stable outlook for the US Life/Annuity segment,

based on the following factors:

» High levels of risk-based capitalization and strong liquidity profiles

* Robust annuity sales continuing and building on 2022 record sales

« Slightly improved new money yields

« Credit environment remains benign
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Market Segment Outlook — US Life/Annuity

Factors partially countering these positives include the following:

« Potential market volatility

« Concerns about asset classes such as structured securities, private debt and
real estate

» The war for talent amid labor shortages and flexible work alternatives

» Legacy liabilities in risky product offerings, including long-term care, universal life
with secondary guarantees and variable annuities with living benefits
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Top 5 Trends Impacting the Life/Annuity Segment

Robust annuity sales
Interest rate watch
Digitalization
Scale matters

M&A
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Issuer Credit Rating Activity

2022 2023

Upgrades, 7.9% Upgrades, 5.0%

Downgrades, 4.4% Downgrades, 3.9%

Initial Ratings, 3.9%

Initial Ratings, 4.8%

Affirmations,
82.8%

Affirmations,
87.3%
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Inflation

Inflation Continues Downward Trend, Still Above Fed’s Target
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Interest Rates
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Balance Sheet — Invested Assets

Public Bonds
48%
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High-Risk Asset Exposure
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Statutory Unrealized Stock and Bond Gains/Losses
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Polling Question #1

What investment class are you most concerned about?
a) CLOs
b) CMBS
c) Commercial Mortgage Loans
d) Private Bonds

e) Other
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US Life/Annuity Performance

Pretax Operating Gain vs. Capital & Surplus
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Direct Premiums Written ($ Billions)

Ordinary and Group

2018

2019

2020

Life 185.3 193.5 192.0 210.9 213.8 157.8 156.5 -0.8
Individual Annuity 213.2 223.0 211.5 243.3 286.2 206.3 244.5 18.5
Group Annuity 146.2 148.1 163.1 160.2 176.6 137.9 108.7 -21.2
Group A&H 134.9 141.1 140.9 144 .4 140.9 105.2 112.2 6.7
Individual A&H 62.6 64.5 68.8 71.9 71.9 55.9 58.8 5.2
Credit 1.7 1.7 1.4 1.5 1.5 1.1 1.1 -6.3
Total 743.8 771.9 777.8 832.1 890.8 664.1 681.7 2.6
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Ordinary Life — Increases in Policy Size

Individual Life Policies Issued vs. Avg. Size
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Business Profile
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Polling Question #2

To what extent is your company using Al, including ChatGPT, Bing Chat, Google
Bard, Midjourney, or DALL-E?

a) Not at all

b) We are still evaluating its use and effectiveness and how to integrate into
underwriting and corporate operations

c) Yes, we have scaled and operationalized solutions, while establishing strict risk
management guidelines about what is permitted and prohibited use
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Enterprise Risk Management

ERM Framework

.
Risk Evaluation

.
Emerging Risks

.
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Polling Question #3

Have you implemented any of the following liability management strategies:
a) Increased offshore third-party reinsurance
b) Increased affiliated reinsurance
c) Retaining more business/decreasing use of reinsurance

d) No strategy change

*Please select the one answer that best applies
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Reinsurance Trends 2022 — Domicile Reserve Credit

Other, 4.2%
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Life Mergers & Acquisitions

Drivers To Sell Drivers To Acquire
« ERM * Lack of organic growth
» Cash flow testing results/reserving * Need to innovate
* Desire to unwind underperforming blocks  Diversification into asset management

- Costs related to insurtech and regulatory and reinsurance

compliance » Use of excess capital and inorganic growth
strategies

* A way for new players in market to grow

Transaction Themes

Legacy blocks Distribution Technol_ogy
growth expansion
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Regulatory/Accounting

IFRS 17 NAIC RBC DOL Updates
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Q&A
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© AM Best Company, Inc. (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY
COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH
PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR
WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be accurate and reliable. AMB does not audit or
otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information contained herein is provided
“‘AS IS” without warranty of any kind. Under no circumstances shall AMB have any liability to any person or entity for (a) any loss or damage in whole or in
part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or
any of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication,
publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including
without limitation, lost profits), even if AMB is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The credit ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the information contained herein
are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities,
insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific purpose or
purchaser. Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other
risk, including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer
consulting or advisory services, nor does the company or its rating analysts offer any form of structuring or financial advice. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating
or other opinion must be weighed solely as one factor in any investment or purchasing decision made by or on behalf of any user of the information contained
herein, and each such user must accordingly make its own study and evaluation of each security or other financial obligation and of each issuer and
guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.
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