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Munich Re driving digital transformation
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Munich Re (Group)

Joachim Wenning



| Framework and infrastructure i Munich Re (Group)

Digital business models have been penetrating Munich RE =
all industries since almost 20 years

Product launch

° 1998 ° 2008 ° 2009 ° 2010 N
RETAIL MUSIC COMMUNICATIONS TRANSPORTATION
Toys$ius (O/ [TAXI]

\ 4 \ 4 A 4
amazon & spotify

UBER

} Insurance industry in the midst of digital transformation

Images: used under license from shutterstock.com Investor Day 2017 4



Framework and infrastructure i Munich Re (Group)

Insurance industry perspective i

Future winners wil|l I

Additional value-creation lever:
Data analytics and technology

Traditional insurance
value drivers will remain

e

AT
- %
Imaye: uSed under licenseffrom shutterstock.com

A New risks, extended insurability,
and risk mitigation/prevention

A Risk assessment

A Products A New products, solutions, and
PRIMARY INSURANCE extended services
A Sales A Effectively serve the (hybrid)

customer across all channels
A Efficiency increases and automation

A Operations
ASSET MANAGEMENT

ever age

Munich RE
ndi

gl

Opening the gates to
new businesses

s TR ImageiGetty-Images

A Changing front ends

A Changing needs of transforming
industries (from standard products to
system solutions)

} This will sophisticate/extendfit r a d iahdicoa realt® fAsol ut i

ono business for
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Framework and infrastructure i Munich Re (Group)

Toremainawinnerint he f utur e, Adi gi t aMunichRR

are embedded in our business strategy

i

STRATEGIC FOCUS

Improve and grow the Group portfolio Invest and divest according to Digital transformation
Business first strategic fit and performance Build new businesses
RESULT FOCUS DIGITAL FOCUS LEADERSHIP FOCUS
Strict bottom-line focus Invest in technology, data, and agile IT ~ Rigorous execution
ERGO Strategy Programme Partner with start-ups and InsurTechs Powerful leadership
Create new business opportunities Create new market access and Reduce complexity and drive
Leverage underwriting and new business models business
innovation Co-create new businesses with clients ~ Pushtowin
Strong asset management

BASIS
Reliable results Client and business focus Leading brand
Attractive returns to shareholders Leading functional competencies Attractive place to work

Transparency Strong capital position

Driving change

Investor Day 2017 6



Framework and infrastructure i Munich Re (Group)

To achieve concrete results from innovation and Munich RE =
digitalisation, we systematically follow three steps

OUR AMBITION

Focus and execute Fully exploit value-
creation potential
from Adigital

A Develop Munich Re
portfolio through

A Scout technology business transformation
and trends and business extension

Explore and learn

Build the foundation

A Establish innovation

, A Drive idea generation A Consequently drive
infrastructure

A Experiment along key activities

A Create separate room variety of initiatives

for innovation
A Promote cultural change e

Investor Day 2017 7



Framework and infrastructure i Munich Re (Group)

We have invested in building a global foundation Munich RE =

for innovation across the Group

Invest in global

innovation footprint 2 A

|nveSt |n Princeton/New York

= |nternal incubator
people (i L
Global network of s

= Partnership with Plug & .

>300 FTE dedicated to Play Accelerator

= Venture Capital

innovation activities and ...

>200 FTE Wlth a data = Mundi Lab - startup accelerator
. Tel Aviv
science background « Innoscouts

= Partnership with The
Junction accelerator

Invest in data analytics <GS
and technology infrastructure -

Bi-modal IT, smart data analytics, data storage
( A dat a cobparktienonjth technology
analytics providers

Access via
@ Primary insurance
@ Reinsurance

Berlin Invest in
= Partnership with Axel Springer .
Plug & Play and Startup Bootcamp p rOJ ects

= ERGO Digital Lab
Munich

= Partnership with W1 Insuretech >l:| 160m InveSted

. acceleratior

* THE LAB Munich beyond FTE assignment
- THE LAB Beiing since 2015
London

= Partnership with
StartupBootCamp accelerator

= Munich Re Digital Partners

= First FinTech accelerator
worldwide with insurance focus

Invest in

acquisitions >

>060m invested in more than 10 corporate venture capital
(CVC) projects and start-ups with primary focus on
InsurTech, 10T and data specialists i further M&A activities
based on strategic fit and performance/scalability

Investor Day 2017 8



| Framework and infrastructure i Munich Re (Group)

We turn ideas into business potential based on Munich RE =
a managed process from idea generation to implementation

Encourage O
. g . ® ® ® ® o >42 innovation ideas assessed,
idea generation @ ¢

o
(]
AN

S

= based on >1,000 proposals =
- ®© o o Prop 4 ~200
: ® O >
% Testing and < B
P learning (from g discarded
‘ q > 2 2 O innovation projects and o)
SU_CC€SS an pilots (thereof ~130 ongoing) I5
failures) E ~90
8 projects
—
Market launch ° ® °® 20 o stopped
A& and scaling ® > implementations

Investor Day 2017 9



| Framework and infrastructure i Munich Re (Group)

We take an active role to continuously transform and extend MunichRE =

our business i Selected projects to be discussed today

0
A Business transformation

Develop & strengthen traditional core
A Enhance value proposition

A Extend insurability

A Alter the value chain

A Increase efficiency

Cyber insurance
Canadian multi-channel distribution

Mass customisation (India)

2
Business extension ‘.’J

Explore & discover

A Extend traditional core, develop new
business models

A Identify new business fields

Pure digital player
(nexible)

Digital Partners

Sensor-driven business models
o (loT)
ERGO Mobility
Solutions

Additionall y: Ongoing anal
e.g. Blockchain-driven business models

B
>

DISTANCE TO THE CORE

Investor Day 2017 10



Framework and infrastructure i Munich Re (Group)

We realise innovation synergies from our set-up as RI Munich RE =

and PI through our project on Interlocked Business Models

Munich RE =
Expertise

2

ik

Customer
access

ERGO

Technology
and data

V-

Key areas for innovation synergies

A Joint innovation activities and building of business models,
e.g. loT, digital platforms, and ecosystems

A Joint use of resources
A Product development competencies, e.g. cyber
A Innovation infrastructure, e.g. innovation scouting

A Technology know-how and infrastructure,
e.g. data analytics, artificial intelligence

A Leverage global presence of RI,
e.g. for ERGO Mobility Solutions in China

A Corporate venture capital (CVC) infrastructure and competencies

} Create a strategic advantage from primary insurance and reinsurance set-up

Investor Day 2017
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ERGO Digital Ventures

Mark Klein



Framework and infrastructure i ERGO Digital Ventures

We live in a time of technological change ERGO

Devices and sensors Data Computing power Artificial intelligence

It took Google

30 billion 90% of data 1,202 CPUs AneW WOr|d

connected devices was gathered and 176 GPUs to beat the chatbots, robots,
by 2020 in the last 2 years world champion at the game Go autonomous ca

} Changing behaviour is driving digital opportunities for primary insurance business

1 Source: HIS. Images: used under license from shutterstock.com Investor Day 2017 13



Framework and infrastructure i ERGO Digital Ventures

Our origin and mission: ERGO

Turn ERGO into the leading provider for digital solutions

ERGO e Fundamental optimisation of product portfolio
Strategy © Integrated offerings for hybrid customers
Programme - @ Solutions for pure online customers
succe;s‘ful @ strengthening internat. comm./indust. business
)) Net investment of ~(1bn (20167 2020) @ International B2B2C partnerships
[ U400m ] [ u400m ] [ 1200m ] @® international growth
—~———
Founding of ERGO Deutschland ERGO Digital Ventures ERGO International

Ensure successful A P&L responsible for >G1bn GWP
execution of ER 0 s online and direct sales in Germany?

Our mission
' f h ] digital transformation A Driver of growth initiatives

1 As at 31 December 2016 including ERGO Direkt. Investor Day 2017 14



Framework and infrastructure i ERGO Digital Ventures

Framework for digitalisation at ERGO

Improving
existing
business
models

Starting with
E

Online ¢
/-j Teleon
PN
s
Agentur Hybrid
customer \/

"
a’\ C.__/ L—/Er

E-Mai!

Enabling technology
and digital innovation

Disrupting
existing
business
models

Starting with
pure digital

nexible

ERGO

Establishing
new business
models

Starting with
automotive

A

Digital culture T a new way of working and global exchange

Investor Day 2017 15



Framework and infrastructure i ERGO Digital Ventures T Hybrid customer

| The online market for insurances is growing strongly ERGO

Insurances i Online share

[1 Information
M Sales ~73%

Significant potential
in online/offline link

50%

30%

~25%
Further growth potential
in online sales

14%

2005 2010 2015 2020

GfK, Bain "Global Digital Insurance Benchmarking Report 2015"

© Bildagentur PantherMedia/vantuz

Investor Day 2017 16



Framework and infrastructure i ERGO Digital Ventures T Hybrid customer

We aim at the modern customer and
adapt in sales, retention and service

360-degree customer view

A We aim to further harmonise products
(car, home, liability) and operations to
meetourc ust omer andl needs
expectations on all channels

A Usage of customer relationship 2
management started in October,

3

g

serving our first individualised Y

cross-channel campaigns [ |

Service
AWe aim to pr ovdading Ge

A More than 620,000 registered users,
annual growth rate 35%

ERGO

The new agency
A 50% of ER G O. dvebdrsffic induced
fromouragenci esd6 web si

A We strive to become the leading website
_ for tied agents in Germany

mfmpowering ERGO in online business
A We aim to make all main retail products

insurance customer self-service portal v e B
(measured in absolute number of logins) IStock com/Tiana6?

attractive and available for sales on all
channels( onl i ne, telepho

A Conversion rates increased in health
products by 22%

Investor Day 2017 17



Framework and infrastructure i ERGO Digital Ventures i ERGO Digital IT

We empower ERGO to deliver best-in-class
user experience by means of our new digital factory

ERGO Dpigital IT a s

Source: Shutterstock

~0140m (gross)

planned investment 20177 2020
in customer-facing IT solutions
for unrivaled costs per product

We live a new way of working

A Use greenfield approach where
possible

A Agile projects i developed
Multitool Life end-to-end in
only three months

part

BERLIN

ERGO Mobility Solutions

<>
Your car insurance
8ASIS COVERAGE MEBRT

119,07¢... 142,88¢ 154,79¢ .
a 5 a < a.

ERGO

odlob8 RGOO6 s

WARSAW . WARSAW
~ 5 O experts I‘_—L_—m ‘ ~ 2 5 O experts

Success case

A Increase volume i Increase overall sales
volume and number of policies concluded
in car business by establishing new sales
channel through OEMs

A Market penetration i Conclude
cooperation with OEMs and strengthen
market penetration for ERGO

A Sustained profitability i Aim to achieve
sustained profitability of the ERGO brand

Investor Day 2017 18



Framework and infrastructure i ERGO Digital Ventures i Innovation management

We focus and account for different maturities ERGO
of innovation topics by using a hype-cycle logic

Observe Explore Deploy
>
Expectations Connected cars S .
. International
Genomics @
3D scanning @ ® 3D printing kn OWIEdge
Drones @ @ Sharing economy .
exchange
Autonomqus Py
driving @ Telematics onm utu al
: business
Smart factory @ —— @ Al/bots Web
Mobile/ analytics
Blockchain @ loT for B2B apps o—©
distributed ledgers o Peer-to-peer Social CRM
@ insurance media. -
Al underwriters @ ® 3
V.Vearables ® Big data & analytics _.__.._.
Cyber security -
Video interacton Connected home
Innovation trigger Peak of inflated expectations  Trough of disillusionment Slope of enlightenment Plateau of productivity
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