Can new business models enable life companies
to move beyond churn?

Ben Goss, CEO
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Can new business models enable life companiesto mo  ve
beyond churn?

Churn is an issue for life companies, for distributors and for clients
The need for long term planning and products remains undiminished
Changes in remuneration on their own are insufficient

Any future vision requires significantly enhanced productivity

Three key challenges for life companies

Summary and conclusions
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Churn is an issue for life companies, for distributors and for
clients
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New business per se is not bad. The need for long term
financial planning and products remains undiminished

The need for long term planning and products continues to grow:
Wealthier population
Ageing population
More complex financial lives
There are significant unfulfilled needs:
9 million working people not currently saving
3.7 million not saving enough (Source: ABI)

Only 45% save enough in pensions (Source: ABI)
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However the industry’s dominant business model does not
address these opportunities

It |S eaSIer for adVISerS to achIre Investment information for individuals
with assets above £40k or incomes
someone else’s existing clients than to above £50k

find real new ones

It is also easier to do this than develop
existing clients

This behaviour expected in very
mature markets (supermarkets and
mobile phones for example, however:

Total addressable market, is much

greater than this behaviour indicates

A new direction is needed...
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The ideal has to be a world in which...

“...real new business can be sold
easily and economically and
existing customer relationships

developed profitably”



To achieve this vision and move beyond churn life companies
need to address three fundamental challenges

Distributor productivity and compliance
Developing profitable, long term end client relationships

Reducing the cost of advice and sales in the mass market
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CHALLENGE 1: Distributor productivity and compliance
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The process of delivering advised sales is heavily manual and
fragmented and as a result, frequently unprofitable

Current

Planning : holdings
and needs Risk valuations

analysis Application profiling

Portal/Wrap
Quotes
[llustrations

KFDs Fact find
(Online/
Offline)

Fund
research Product
Research

5 — 10 hours of adviser time for each successful sale
Double this if only counting successful sales

Up to 67% of advice delivery time NOT client facing but in the office

Source: DT Benchmark Research. Private client businesses, November 2006

Powering profitable advice

© 2008 Distribution Technology Ltd




Straight through processes will deliver much more
productive distribution and greater industry capacity
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Over the last 5 years, the majority of advisers have now
adopted some aspects of this technology

Use of Asset Allocation, Risk Profiling or Modelling tools

M Yes M No

All IFAs (309)

All doing 25% or more
business in S&l (175)

100%

Source: NMG, April 2008
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Significant productivity improvements are already being seen.
The potential impact on industry capacity is far reaching

Source: DT IFA User Survey, May 2008
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It is clear that advisers are responding to the need for greater
compliance through the adoption of appropriate technology

nnnil

Source: DT IFA User Survey, May 2008
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CHALLENGE 2: Developing profitable, long term, end client
relationships
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The transition to long term client relationships is fundamental
to the industry’s long term success

Retaining and developing existing customers profitably is vital for all

parties

Current ongoing fee income much lower than initial
Customer servicing therefore needs to be done economically
A challenge in a traditionally face-to-face industry

Technology critical in lowering ‘cost to serve’
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Distributors are able to generate pure fee income, the majority
are using technology to develop ongoing client relationships

Source: DT IFA User Survey, May 2008
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Clearly healthy distributors are a good thing for life companies,
however there are more direct benefits too

Helps me understand how Consider the provider/

provider funds and products platform for more business
may meet my client's needs

Source: DT IFA User Survey, May 2008
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CHALLENGE 3: Reducing the cost of advice and sales in the
mass market
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The mass market is difficult because of the cost of advice
delivery. There Is a widening advice gap as a result

The adviser’s role as persuader encourages people to save more (ABI)
 45% in lower socio economic groups saved more
e 27% in higher socio economic groups

Given the focus of advisers on higher end business, the advice gap is

widening with households in the £25k - £50k income bracket
underserved
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At the same time the use of remote channels to research and
manage finances is growing rapidly

45% of consumers have used online financial price comparison sites
(Resolution Foundation)

174 percent increase Iin internet banking users to 17 million in 2006
since 2000 (APACYS)

21% of all online purchasers buying insurance online, placing insurance
purchase within the Top 10 goods and services purchased online
(National Statistics)
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There Is a significant opportunity to sell to millions of people at
low cost through remote channels

Brand and advertising, in the role of ‘persuader’
Intelligent technology to personalise and assist in the purchase process
Large scale call centre support

Suits life companies...and banks, consumer organisations, consumer
brands...
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Life companies are already beginning to address these
opportunities actively
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Advisers may feel threatened. There is a need to work with
your adviser community to solve the access issue

Source: DT IFA User Survey, May 2008
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In summary a new direction is required

Churn is an issue for life companies, for distributors and for clients

Three key challenges for life companies:
1. Distributor productivity and compliance
2. Developing profitable, long term end client relationships

3. Reducing the cost of advice and sales in the mass market

Get this right and...
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The industry has new models that are good for life companies,
good for distributors and good for clients
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Thank you

BenGoss@distribution-technolo
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