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The Development of InsurTech in China (Whitepa—

per): executive summary

1. Overview

1.1 The background of InsurTech development

The development of Insurance Technology “InsurTech” is closely related tothe evolution of financial
technology “FinTech”. Originally, it was one of branches under the “FinTech™ umbrella that specifically
focuses on the insurance industry, but now it is recognised by public as'a distinguished term due to its
significant role in the economy. Firstly, along with the strength-of insurance market, the interest of
investing InsurTech startups has been growing rapidly. Secondly, the large multinational financial
institutions are moving their focuses back to the main traditional business after the financial crisis, where
new startups and technological innovations will play a‘dominant role to improve performance and to
compete in the future. Finally, as the recentreportof World Economic Forum mentioned, when facing an
extraordinary speed of technological’development and replacement and innovation in the financial
system, the insurance industry has the most challenge to adapt it. All of these facts make InsurTech very
important in the process of strategie planning and business development among the insurance companies,

technology firms and startups.

1.2 The definition’and goal of InsurTech

Generally speaking, the focus of InsurTech is more “technology” than “insurance.” It applies a
combination of the latest, emerging, and advanced technologies to the insurance industry, such as:
Blockchain Technology, Al, Big Data, Cloud Computing, IoT, etc. Broad applications include: insurance
product innovation, sales distribution, improving management and operation within insurance companies,

as well as through building new platform or developing new technologies to serve customers better.

The core concept of InsurTech is focused on using “technology and innovation” to improve, enhance, and
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expand the existing insurance business, rather than purely creating and providing insurance for new
technologies or innovations. The progress in new technology offers more granular ways or opportunities to
penetrate and improve the daily life of ordinary people, as well as serve the society better through.a

well-functioning insurance market.

The demand from customers promotes the development of InsurTech, and also change the behaviours of
customers. InsurTech makes customers better recognise, understand, emphasize,and manage risks in
order to reduce risks, improve their quality of life, and further improve the quality of service and achieve

the primary goal of the insurance market.

2. The eco-system (environment and development) of InsurTech in China
2.1 The potential of insurance market

The fast development of Chinese economy provides a strong support to the impressive progress of
insurance industry. The size of total asset in.the insurance market exceeded 15 trillion RMB in 2016,
achieved a compound growth rate 0of24% during the past ten years, as well as in a period with rapid but
stable growth of premium revenue. In fact, the growth of premiums in major insurance lines are higher
than the growth of Chinese’GDP during the same period, such as (written) premiums in life insurance,

P&C, emerging health insurance, accident insurance and so on.

No doubt; €hina has'not only become one of countries in the world with a large GDP, but also has a big
insuranceé market where the market size is approaching the US or Japan and the premium revenue ranks
among the top group in the world. However, being “big” is not equivalent to be “strong;” Chinese
insurance market still appears to have few problems, such as a low penetration of consumers, neither
density nor depth of insurance is high, and its impact to the economy is limited, etc. Comparing to other
financial markets (e.g. banking and securities industry), the share of insurance market is still very low.

This reflects the potential and the space for development of the insurance market in the near future.
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2.2 The value composition/component of insurance market
Understanding the value composition of insurance sector helps to better understand the potential

structural shocks and changes that is caused by and contributed by InsurTech.

In life insurance, not only are endowments and annuities popular in the market, but both‘health and
accident insurance are also becoming popular. In the non-life sector, moterinsurance still steadily
occupies 73% of the market share, together with property, liability, agriculture insurance that also have a
few certain and stable market allocation.

Insurance policyholders, the agents in sales distribution, shareholders, and government organisations are
all linked together in the value chain. Based on the written premiums, the equity of shareholders and the
allocated insurers’ capital accumulations, the value compesitions involve the cost of claims, the cost of
sales, operational cost, profit/loss allocation‘and tax, ete. From the perspective of life insurance
companies, the difference of reserve part.ismot latge, but other parts are different significantly depending
on the strategy and business plan of €achindividual company. In terms of non-life insurance companies,
both the costs of operation and distribution are similar, but other parts of cost are closely related to each
company s claim policy and produet structure. In fact, these structural differences may be the focus and

potential contributions of InsurTech.

2.3 Theeco—system of InsurTech

The InsurTech Eco—system mainly includes seven groups: traditional insurers, insurance intermediaries,
consumers, InsurTech startups, dominant firms in other industry, financial institutions (investment firms)
and insurance regulatory authorities. Different groups have their own special areas, but also interconnect

and interact with each other.

Traditional insurers are the important part of the eco—system, not only being the main suppliers of

insurance product and service in the market, but it is also currently one powerful force of participating or
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investing in InsurTech. Through developing applications, forming individual departments and
subsidiaries, investing starups, seeking collaborations, and other possible ways to be a part of the
InsurTech evolution. Insurance intermediaries are affect by InsurTech more significantly, so they have
already been preparing for the changes and emphasizing their advantages to bridge the interactions
between consumers and insurers, in order to strengthen their important roles and enhance customers’
trust. Insurance consumers are the demand side of the eco—system, the reforms in the supply side and the
development of InsurTech will provide consumers more affordable and relevant products and services,
offer open and transparent choices, and silently change the purchasing behaviours of consumers,
increase risk awareness, build close relation and efficient communication, and a proactive insurance
consumption will become a “new normal”. Meanwhile, although the'group of InsurTech startups is not a
main part of the traditional insurance eco—system, it has an‘indispensable role in the InsurTech
eco—system. Startups expand the scope of insurance serviees and play a role of “using technology to
promote service” in the life, property and health insurance sectors. This is done by changing the process
of information gathering, data analysis, in order to.make the services more accurate, safer, more efficient
and intuitive (e.g. the integration between health/medical services and the process of data collection from
driverless vehicles or wearable technologies). The group of dominant firms in other industries mainly
consist of companies in both upstream and downstream of insurance business chain. They are the main
representations in InsurTech, such as the integration between car manufacturers and technologies for
Internet of Vehicles (Telematics), their corporations with internet enterprises, medical companies and the
insurance industry. Financial institutions (investment firms such as venture capital, etc) are the
promoters of the InsurTech eco—system. They are not only the barometer of the InsurTech to indicate the
hotspot of investment opportunity within the field, but also the booster of InsurTech startups through
investing abundant capital, excellent management experience/expertise that assists InsurTech quickly
set sail and grow toward the right direction. The insurance regulatory authority is the “night watchman”
(goal keeper) of the InsurTech eco—system, and at the same time bear the responsibility of encouraging,

guiding and supervising the system, for the healthy development of InsurTech.
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3. The applications (applied technologies) in InsurTech

3.1 Block chain technology

Block chain technology completes the work by establishing six steps such as: generating electronic
information, encryption, confirming transaction, real-time broadcasting, adding block, and network
copying/replicating records. Through these steps, the message within the block ehain transmission and
storage has six characteristics: decentralization, openness, transparency, autonomy; data non—tampering
(non—modifiability), and anonymity. These features provide a reliable solution to'the situation in the past,
such as low information security, poor information continuity, high cost'ef collecting/gathering
information, high restriction in spreading/distributing channel;-and prominent problems from information
asymmetry. Decentralization decreases the dependence of insurance on the third—party intermediary, so
it benefits to have the reduction of cost and the development of mutual insurance. Openness reduces the
information asymmetry between supply and-démand sides, which is beneficial to overcome the
difficulties of pricing and analysis in the.past. Transparency, anonymity and data non—tampering make
insurance data/information more convenient, fast, accurate and continuous, providing security to solve
the privacy issues of policyholders. Finally autonomy, aside from human disturbance reduces the cost of

manpower, reduces potential disputes from contract implementations.

At present, the use of block chain is mainly to follow directions. The use of block chain technology can
quickly carry out identity verification and information calibration, and achieve separations between data
and enterprise; so that authorized third parties can arrange and analyse data individually; this is true
especially in the case of the insured person changes the existing insurance company, the significant
benefit and flexibility of data continuity is obvious. Furthermore, it can replace the traditional contracts
with intelligent ones, which is conducive to the fair execution of contracts, whether it is a relation of
policyholders—insurers, insurance intermediaries—insurers, or policyholders—insurers, all can eliminate
false information and malicious behaviours through implementing block chain technology when entering

into contracts and dealing with claims. Finally, it can effectively trace and record the information of the
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insured target, which will help to improve the product and assess the risk accurately.

Of course, some technical bottlenecks of (seemingly perfect) block chain technology still exist in‘the
practical applications, as mainly embodied in the energy dissipation, insufficient storage space,
inadequate processing efficiency, and there is a certain complex impact on the insuranee regulation in

the foreseeable future.

3.2 Atrtificial intelligence

Artificial intelligence (a.k.a Al) can be divided into computational intelligence, perceptual intelligence
and cognitive intelligence. Computational intelligence, as the-name implies, is to learn and accumulate
useful knowledge through a large amount of data, such as.the famous AlphaGo in the chess industry, and
computers that perceive the intelligent level can interact with the users, such as driverless cars. When
the computer reaches cognitive intelligence; it canicarry out the reasoning and prediction of human
beings, such as intelligent medical practitioners. All of this intelligence through the computer’s powerful
data processing ability and the way.of human—kind thinking imitation, learning, improve efficiency and

precision, reduce the work or issue of man—-made disturbance factors.

Al can currently solve the industry-level issues, which require a lot of manpower. These issues are also
subject to generating the problem of principal-agent or information asymmetry. In the process of
marketing.and distribution, the substitution of intelligent robots to insurance intermediaries can reduce
the cost of distributing channel, improve the professionalism of marketing team, reduce the surrender
rate (maintain a higher retention rate) of policyholders, and also enable consumers to actively think about
their own risks in the scene and manage their own risks proactively. In the process of broking,
underwriting and claiming, the paperless system with artificial intelligence as the core can reduce
repetitive manual work, decrease operating costs, accelerate the circulation of links, improve the
accuracy rate, and minimise insurance fraud. In the process of determining premium rates, the

combination of artificial intelligence and other technologies, can personalize the individual risks,
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improve the conformity and consistency of actuarial and actual risk level, and some of the non—insurable
or un—willing to be protected risks in the past can be transformed into insurable and protectable or

willing to be protected actual products, which expand the scope of the insurer’s service.

The progress in artificial intelligence is affecting every corner of the insurance market..However; Al
cannot completely replace the role of human, particularly in complex issues. It is'still necessary for
human with positive attitudes to deal or solve the communication issues with customers, and the
prominent personnel shortage of workers with expertise in both the insurance and computer science
become more and more obvious, these are the main directions of artificial intelligence to improve in the

space of InsurTech.

3.3 Internet of things (loT)

The Internet of Things is based on the internet and builds an automated system for implementing
identification and management of goods through sensing devices (via connected sensors). The IoT is now
more frequently and successfully applied‘in telematics (Internet of Vehicles) and wearable devices. The
telematics help to break the.traditional "insurance—go—with—cars" model. Changing to the innovative
"insurance—move—with—people; or-usage—based insurance (UBI)" of the way to determine the premium
rate, and making insurance pricing more precise, better risk management, can enable consumers to have
more choices;.and to'create motor insurance as a “fine—molecule” market, while information asymmetry
is controlled and the cost of claims is decreased gradually. The use of wearable devices in medical care
is another highlight of the loT. Through wearable devices to manage the health of the insured, achieve a
“win-win” situation between consumers and insurers, reducing both morbidity and mortality, decreasing
premium/claim payment, and strengthening the relationship between the main parties (customers and
insurers) in the insurance policy, virtually improve the mutual trust and brand loyalty between two
parties. In addition, smart home and other applications also have potential in the field of IoT, the
integration between intelligent home and home insurance products makes the intelligent era of managing

the family risks. With the assistance from the smart home and mobile devices, preparing and achieving
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risk preventions in advance, timely notifying the home owner and its insurance companies, forming an

automatic one—stop assistance and insurance service.

At present, both the hardware and software of 10T still require further developments. From one
perspective, the use of IoT may reduce premiums to a certain extent, but it is also beneficial-to the
insurance companies to carry out thorough reform. For example, by jumping out of the "charging
premium and repaying claims" extensive model, it can achieve a real risk management service
transformation. From the technical point of view, the popularity of smart-home is'still insufficient, the
level of intelligence is not high, the cooperation with the telecommunication operators still wait to be
strengthened, the law and regulation have not yet promulgated-and discussed maturely that are restricting

the development of ToT.

3.4 Cloud computing

Cloud computing is a new method of computing that is based on the internet to achieve real-time
operation and use of online resources, which is designed to help users efficiently access the shared
resource. To achieve this goal, ¢loud computing has been innovative in data storage, management,
programming, and so on to'meet the customers’ needs of mass—access and high—speed throughput. It has
some main features, such as: highly efficient and fast computing power, store and handle large data sets,
therefore it can be widely used in the pricing of insurance, and try to solve the problem of asymmetric

information in the insurance market.

The industry—wide sharing of users’ insurance information can be achieved through cloud platforms, as
well as its storage and management through cloud computing technologies, thereby improving actuarial
pricing and reducing consumers’ adverse selection issues. Meanwhile, the combination of cloud
computing, artificial intelligence and big data makes it easier to identify potential customers of insurance
products. It not only reduces the cost of customer identification and verification, so that insurance

companies can plan and focus on the extra funds to invest, but it also provides other functions such as
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maximise its utility to improve the service quality, timely maintain the retention rate of customers,
identify potential cases of insurance fraud, but also enable customers to better manage their own
insurance portfolio based on their own risk characteristics. Cloud computing improves the real<time
interactivity and interaction of information, facilitates the construction of standardized workflow, and

accelerates the auditing of insurance and the speed of dealing with claims.

Despite many benefits of cloud computing technology, there are still somedlaws. Cloud computing,
especially the security of public cloud or hybrid cloud is still low. Without assuring the information
security, the use of cloud computing technology is meaningless and limited."At the same time, the
application of cloud computing is currently limited to the layer-of infrastructure services, and has not yet
reached the level of cloud management. Furthermore,the.pool of personnel with both cloud computing
technology and insurance knowledge is not sufficient and-the process of pricing is still not a market
unification, these situations bring problemsfor the.industry to use of cloud computing or create
cloud-based innovations. However, with.the advancement of state/national policies, the implementation
of government action and plan, the increased attention of academia, it is confident to believe that all of

these problems can be solved properly in the near future.

3.5 Big data

As the name implies; big data analytics is based on the research of massive, low—value density,
high—speed dynamiés, and diverse data that is associated data with scattered points, from a point to a
line, from a line to a surface to perform data mining, discover those hotspots or difficulties/problems that
have not yet been demonstrated or studied, and assist enterprises and government to make strategic

plans.

Big data and cloud computing complement each other. Big data relies on the high efficiency of cloud
computing, while cloud computing needs to use big data analytics to provide information from data, in

order to solve some common problems in the traditional insurance market, such as: providing a common
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solution to the high cost of identifying new customers, serious issues of product homogeneity, weak

product innovation, less precise pricing, issues of claim difficulty, etc.

Therefore, by using big data analytics, the insurer can classify the customers by type, accurately locate
the customers’ demands or requirements, and realize the differentiated pricing and product
differentiation. The system also accelerates the process of claim requests and reduces the error rate

through the study and accumulation of large quantities of data.

Compared with several other technologies above, the application of big data-analytics is more mature.
Once there is the close integration of big data, and block chaintechnology and cloud computing is more
advanced that is able to perform the full migration of information,then the application of big data in the
insurance industry can break the company’s barriers to achieve a good progress of the whole insurance

industry.

3.6 Telematics

Telematics is the concrete manifestation of the logistics network in the vehicle management, which forms
the information network through the vehicle condition, position, speed and route, to realize the automatic
management of the vehicle. Along with the development of technology and innovation, the network of
vehicles (telematies) has gradually formed three levels. Firstly, the level of basic operation through the
hardware equipment necessary to complete the relevant information gathering to achieve the interactions
between the. driver and the vehicle, and completes the participation of motor vehicle management.
Secondly, the level of middle interaction extends the corresponding service through related data to
achieve the interactions between the social life and the vehicle, providing relevant services including
road rescue, on—board entertainment, maintenance and so on. Lastly, the level of high circulation is to
analyse and research the enormous amount of network information to achieve useful conclusions, which
can assist the state/national policy, to suggest laws and regulations, and as a reference for the academia

and the industry, for planning or implementing some corresponding changes.
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The technology of telematics is fully equipped with both advantages and disadvantages of the loT, with
the promotion of the telematics, insurance companies, especially motor insurance and related P&C
insurance products, will have an dramatic change. Not only it can be based on the risk of driving
behaviour to price insurance products, but also through the consumer driving mileage to priee premium
will open up the market’s vision from the insured car to people and start to focus on the centre of

consumer. This will reduce the mismatch of resources, improve customers’ renewal/retention rate.

In order for telematics to truly serve the insurance industry, insurers must be forward-looking through
early collaboration, timely implementation, the reservation of necessary interface and so on to participate

in the evolution of insurance technology, while strengthening the study of personalized demand.

3.7 Diriverless car (autonomous vehicle)

Autonomous vehicle, or driverless car, is the breakthrough of artificial intelligence in the automotive
industry. It is an upgraded version of autematic driving. It is based on the vehicle sensor system to
perceive the environment, imitatingthe human driver to plan travel routes, and ultimately complete full
control of the vehicle to achievé the pre—defined goal of human driver. Currently, research on driverless

cars has been in full speed around the world, and some autonomous vehicles have been emerged.

The advent of driverless cars is expected to dramatically reduce motor vehicle accidents and will have a
tremendous.impact on auto insurance and related P&C insurance. Firstly, the reduction in accident rate
makes insurance premiums decrease substantially, which will change the profit model of the current
motor insurance. Secondly, driverless cars shift the main body of insurance policy to an increased
liability of the car manufacturers and dealers. Questions such as: how to divide the responsibility, how to
define the accident compensation standards, whether motor liability insurance should replace motor
vehicle insurance, will further promote the issues of premium segmentation and collection. All of these

issues need the insurers to carry out further research and production design. Besides, the global pioneer
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of driverless cars (i.e. Tesla) has already begun to enter into motor—insurance services through providing
a lifetime of responsibility (insured service) for its products to attract customers. Insurance companies

needs to think carefully on how they can compete with the car manufacturers.

3.8 UAV (Unmanned Aerial Vehicle)

UAV is the abbreviation of “unmanned aerial vehicle”, which refers to all kinds of aircraft that the driver
does not have to check in to operate it, usually using radio remote control equipmeént and own designed/
prepared program to manipulate the aircraft, including four components;the ground system, flight

system, task load and the use of security personnel.

The driverless characteristics of unmanned aerial vehicle.makes WAV a good tool to substitute for human
beings to carry out some dangerous, complex, and time=consuming works. In the field of insurance, it is
mainly manifested in the process of damage survey and valuation, the superiority of unmanned aerial
makes those inaccessible area, very broad area, dangerous and complex situation easier (safer) to
measure the damage and no longer meed the investigation personnel to investigate the actual place, not
only it can effectively guide.customers to carry out disaster prevention, to cope with sudden disaster,
timely reach to the disaster site; but also can protect the safety of investigators, reduce labour costs, as
well as through the UAV equipment and computer connections to provide more precise and more
comprehensive assessment of losses. The emergence of UAV also promotes the insurance products of
insuring unmanned-aerial vehicles, covering the risk of UAV as a property and possibly its related

liability risks.

At present, the UAV technology still faces some challenges. Because the lithium battery is limited by the
size of UAV, the current active life time is generally less than 30 minutes, and an advanced skill set is
still required to operate the UAV technology, which all of these issues are difficult to meet the ordinary
user’s universal/common needs. Meanwhile, how to protect the collision of UAV during its flight or solve

network attack or prevent the problem of dropping goods, still are the questions that the UAV technology
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must answer.

3.9 DNA genetic testing

As the name implies, genetic testing is to inspect human DNA, to detect genetic defects, to screen gene
disease, to timely strangle the risk of disease in the cradle. At present, the prevention of single—-DNA
based disease has been achieved a major breakthrough, the detection of gene loci defects also make
many man—made medical tragedies no longer a concern. Besides, with the.dévelopment of the methods of
gene detection, its cost has fallen dramatically, becoming the commercial technology that the ordinary

residents can use.

The rapid development of gene technology has brought a'great new space to the insurance market.
Genetic testing helps insurers prevent the disease in advanee and reduce the moral hazard caused by
information asymmetry, such as the insured-hiding the'disease or genetic history. This is crucial in
helping to make price differentiation and preduct innovation. Of course, genetic testing may also make
the insurance applicant’s adverse selection problem more serious, which increases the insurer’s refusal
to insure such situation. This requires both insurers and regulators to recognize the development of
genetic testing technologyyto update the life insurance underwriting model, to apply reasonable new
actuarial methods, toimplement new system to avoid risks to better service users. Furthermore, the
application of gene technology in the insurance pricing and health management is still to be discussed,
and there'is still insufficient scientific evidence due to lack of samples. In the legal perspective, such
tests may involve a violation of the user’s privacy, these may need to wait for the further development of
science, ethics and jurisprudence. Of course, insurance companies can collect and explore the relevant

data in advance, in order to prepare business strategies early to meet the opportunities and challenges of

the DNA—-based life insurance.

3.10 Wearable device

Wearable device is a portable equipment for exchanging information that support by software. It is
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another specific application of the IoT, such as glasses, hand bands/rings/belts/watches, clothing and so
on can all become wearable devices. Because wearable devices directly contact the human body, the

main application of wearable devices is in the sectors of medical and health as of now.

The emergence of wearable devices may accelerate the differentiation of insurance products-and-the
trend to promote personalized development, through real-time monitoring human health, to assess
individual risks accurately, to realize the pricing differentiation, to realizethe individual needs from
mining the relevant personal data, to encourage people maintaining healthy living habits, as well as to
collaborate with medical institutions to offer a full-package service. Wearable devices can also reduce
the issues of information asymmetry in the same way as gene detection or genetic testing technology, and

reduce the moral-hazard problem of policyholders.

At present, there are also some drawbacks in the wearable devices, even though they have already been
widely used. The intelligence of wearable deyvices’is still to be improved, mainly embodied in the size
and quality of hardware and its battery. Furthermore, there are issues in the accuracy of recording data,
and the low diversity and high eost of these products. In addition, the software of wearable devices still
need more refinement andsthe datasecurity also has a certain degree of improvement. In fact, people who
are willing to buy wearable devices are often the individuals with a strong sense of health management,

therefore it requires insurers to further promote it to more general populations (to public).

3.11 Comment

Every technology in InsurTech is not independent or isolated; the innovation, application and
development of products and services are often inseparable from the blending and infiltration of many
technologies. For example, a combination of artificial intelligence and big data help to measure or
analyse the demand of customers precisely, but this level of precision cannot be existed and separated
from the assistance of high—speed and convenient cloud computing. Another example, the telematics is a

manifestation of the IoT, but it is also interacting with (or exchange) information through technologies of
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block chain, cloud computing, and big data. This is the main reason for the intersection and repetition in
the above introduction of many InsurTech technologies. Only if better understanding the coexistence of
these technologies, then it can better apply InsurTech to insurance, serve insurance consumption,-boost

insurance eco—system, reform insurance regulation.

4. The market development of InsurTech

4.1 The innovation channel

The innovation of InsurTech mainly takes place in the following four aspects: instirance product design,
marketing, enterprise operation and the process of information, which relates to the four channels:

insurance product, distribution, management and information; respectively.

4.2 The innovation of products

The use of InsurTech for product innovation covers, all'aspects of life and property insurance. It has
already appeared in the motor insurance, enterprisé/commercial (liability) insurance, health/travel
insurance, life insurance/home insurance; goods insurance/warranty, reinsurance and other lines of

insurance business.

Among them, the main innovation of automobile insurance is the technology of telematics. The new
connectivity of the mebile phone to telematics has achieved a breakthrough, overcoming the early
shortcomings of thevehicle device, so that the equipment goes with the people. It builds a good
foundation for offering “usage—based” insurance. In the innovation of enterprise/commercial insurance,
the employer only needs to provide the necessary information, while the corresponding platform will
quickly give the enterprise a quotation of commercial insurance product. help enterprises choose
appropriate insurance plans. In innovation of the health insurance, there is already a platform in this
field, the speed of product iteration is high, and the safeguard is strong, as well as carrying on the
continual tracking and the intervention with the users, helping to build the consumer’s personalized

choice. The leaders in innovations of life insurance and property insurance connect rental and insurance,

XLIX

-



using platform as a main structure to perform risk control and auditing, to help tenants and the
householders to match each other. More and more people pay attention to goods insurance/warranty, the
difficulty of insuring goods separately in the past is improved with the increase of personalized-demand
and diversified insurance design, also attractive to the innovators of insurance technology. Policyholders’
specific items can be insured individually through the platform, performing data match within the
platform or through the database to add data entry to complete the purchase of insurance, as well as
being able to start or terminate the contract at any time according to personal arrangements, truly
achieved the "flexible, on demand". The reinsurance team provides a personalized risk—shifting/
transaction strategy and methods of financial management, to create different ways of identifying and

managing the risks of institutional clients.

4.3 The marketing of insurance

The innovation of the marketing channel is an'inneyation of carriers. The insurance price comparison
website (or platform) provides the consumers with'more choices, more personalised options and more
intuitive experiences. It also becomes the bridge of communication between the supply side and the
demand side, which can improve the information transparency of the insurance market. The employee
benefits platform simplifies the’personnel management in the enterprise, and can assist the enterprise to
link the medical institutions (hospitals and care centres) directly. Insurance companies also actively use
other platforms tolook for potential customers, by joining the relevant insurance products with the
platforms 1o achieve 'more precise marketing. Furthermore, the marketing based on scene design and
optimization.isalso evolving, customers can proactively seek insurance products for risk transfer in these
marketing models, and they can also be easier to find suitable insurance product portfolio for their own
risk characteristics; The innovation of P2P insurance relies on the real-world relationship to encourages
friends and relatives to establish mutual insurance with a certain discounts, which is beneficial to

improve customer stickiness and expand the customer base.



4.4 The operation of company

The performance of a company s operation determines the competitiveness of the company and.its future
success. The establishment of enterprise management platform, the construction of insurance
management facilities and the application of technology are all the directions for innevation-of a
company s operation. The insurance management platform can manage the insurance products on—line,
help the employer to discover the risks conveniently in time, and be able to buy the related insurance
products quickly. The innovation of the insurance data analytics makes the modelling, the information
gathering and the business intelligence management more scientific, timely; and cost—saving. It helps the
company to identify and react to emerging risks more quickly-and aceurately. The construction of
insurance management facilities through linking all individual applications altogether into one integrated
operation system, which makes the insurance business more fluent, standardized, and facilitates the
decision—making process of an insurance company, reduces human intervention and provides

possibilities for ongoing optimization of service and management.

4.5 The information and.intelligence
The information and intelligenee of an insurance industry are characterized by educational training,
information disclosure and social supervision. It evolves some innovations in insurance education,

insurance resources and new (social) media platform.

The innovative insurance platform not only provides insurance information, including: insurance
products, easy ways of building online or face—to—face communications (or exchanges) with consumers,
and more opportunities of consulting consumers. Meanwhile, it provides consumers with high—quality
insurance education, and guides consumers to carry out insurance—related activities. The development of
new media platform (social media application) also provides high—quality carriers for the dissemination
of insurance information and the widespread publicity of insurance products. Whether blogs (such as

Weibo), instant messaging services (e.g. WeChat) or other platforms, insurance companies affect

LI

-



consumers’ culture of purchasing (traditional) insurance through innovative marketing strategy and
product design. By using the new media to attract potential consumers’ attention, can they then promote
their own products and brands. The role of the new media is far more than simply providing a platform,
but also through the professional voice of the media experts, to achieve two—way communications with

customers, which helps to create a good corporate image and achieve a positive feedback loop.

4.6 The market development
In recent years, the enthusiasm of InsurTech has been rising, which can'be shown both from the amount

of investment (capital inflow) and the number of new startups.

In terms of the amount of investment, there are more than 170 related investments in 2016 alone, with a
total investment of more than $1.69 billion. Among them;-the U. S. market has the biggest share, and a
half of them are concentrated in the area of healthuinsurance. Germany’s InsurTech investment is
relatively more mature, the InsurTech finaneing has entered in the medium—term stage. Other countries,
such as Britain and Singapore, have‘also.been widely developing InsurTech projects, and the amount of

related investments has grown rapidly.

From the perspective.of company number, there are 1,302 InsurTech startups in total actively operating
in 16 different areas, which are distributed in North America, China, Southeast Asia, Australia and other
countries or regions: These startups are mainly engaged in insurance price comparison (insurance
aggregator) technology, insurance company infrastructure and back—end support, motor insurance, health

travel insurance and other insurance business lines, as well as being attractive to investors.

5. The global supervision of InsurTech
This section focuses on discussing the current situations of InsurTech supervision and regulation in
China, Hong Kong SAR, Singapore, Britain, the United States and Germany. The regulatory authorities

encourage and standardize the development of FinTech/InsurTech through their expression of positive
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attitudes and supports, as well as provide necessary funding. They also update and refine some

regulations and policies to proactively adapt the developments and changes from the innovations of

FinTech/InsurTech.

All countries have expressed their supports for the development of FinTech/InsurTech, such as encouraging
innovation, promoting cooperation and strengthening communication with relevant organisations. The Chinese
government, based on the official report (Guidance, Policy Paper) from the office of Premier (Prime Minister) Li
Keqiang, indicates to “implement the strategic plan of ‘Internet + concept.”Hong Kong has established a
dedicated FinTech/InsurTech platform to strengthen the communications and.information exchanges between
regulators and industries. Singapore has set up the FinTech Office torprovide one—stop support for related matters.
The British government issued its White Paper on financial reform in 2011, titled “A new approach to financial
regulation: the blueprint for reform”, set up three new organisations to regulate financial institutions. The US
government issued a White Paper titled “A Framéwork for'FinTech” to encourage the coexistence of traditional
markets and emerging technologies, and to support the continuation of cross—sectoral collaboration among

government, technology companies and financial institutions. Finally, the government of Germany promotes

dialogue among government, financial industry and FinTech enterprises through launching the events of FinCamp.

From the funding perspective, both Hong Kong and Singapore encourage enterprises and individuals to
declare projeets through financial supports, to achieve FinTech/InsurTech innovations. Both China and
the United Kingdom encourage industry—wide innovation through the provision of tax benefits or
incentives. Germany and the European Union also encourage these startups by providing financial

support programs by granting loans.

The regulators also guide the industry to develop rapidly and healthily by continually improving its own
structure and policy, and by adapting to the market development. The Chinese government unifies the
process of administrative registration and approval of FinTech enterprises, and arranges discussions in

relation to some existing problems exposed to the industry. For example, Hong Kong has established a
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special task force, insurance regulators together with other government departments are exploring
possible ways to promote innovation in the insurance industry, stressing that it will support the neutrality
of science and technology, and will pay attention to investor protection. Singapore allows InsurTech
innovation enterprises under certain conditions that can skip from the approval of the monetary authority,
allowing them to introduce innovative products directly, encouraging more flexible and\rapid industry
innovation, and the establishment of the FinTech Innovation Group enables the regulation to adapt
quickly to the needs of reality. Furthermore, the British “regulatory sandbex'system” provides
experimental space for innovation and helps innovative activities through building incubators/
accelerators and centers for innovation to offer relevant suggestions andito make recommendations. In the
United States, the government continues to emphasize that FinTech/lnsurTech should be
consumer—oriented, ensure its safety, healthy, transparent and efficient, as well as encouraging the
development of industry—wide technical standards, pointing out that the government will assist the
industry to overcome potential technical biases, toximprove transparency, to identify potential risks that
may impact on the financial stability. However, the’German government considers that it is necessary to

seek a balancing point between implementing a tough regulation and offering incentives for innovation.

6. The suggestion for.the development of InsurTech in China

After summarising this comprehensive discussion about the development scope and status of InsurTech
in the world, we think and suggest that it is important to further promote the development of InsurTech in
China, so'that Chinese insurance and technology industries can capture the benefits and advantages (e.g.:
positive externalities or “spillover effects”) from the new trend of world InsurTech development, and can

aim to become the global leader in insurance technology.

Firstly, it is necessary to formulate relevant regulations and policies, to construct a moderately loose or flexible
environment for InsurTech development and innovation, to draw on the advanced practices from the developed
countries, set up special offices for strengthening the communication between different parties, provide funding,

grant loans and tax reductions/benefits, and refine the industry planning and guidance.
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Secondly, together with InsurTech eco—system, it is necessary to build a communication and
collaboration platform, to learn from the “regulatory sandbox system” and reserve laboratory space for
testing potential innovations. This can strengthen effective interactions between the industry and
regulators, determine the direction of future development jointly, and encourage the use of new
technology in the traditional insurance industry. While facilitating the relevant innovation with

enterprises, it should also improve the transparency of policy, capital and enterprise information.

Thirdly, it important to improve data management, reinforce information security, and protect network/

information security and privacy.

Fourthly, it is useful to organize demonstrations (or illustrations) of InsurTech applications, carry out the
pilot/experimental work in the cities and regions with solid foundation of technology infrastructure and
insurance market, form a group of outstanding illustrative projects, as well as accumulate related

experience.

Fifthly, it is helpful to build a system of training InsurTech talents, strengthen the integration between
research and production, encourage and support the establishment of courses related to insurance
technology in‘colleges and universities, and cultivate cross—specialty (or multi—discipline) talents, as
well as to provide funding to promote specific research, R&D and the establishment of professional

training institutions.

Finally, international exchanges and global collaborations should be emphasised. It is useful to learn and
value the policy, strategic planning and supervisory tools of other countries and regions. Furthermore,
enterprises should be encouraged to be "open—minded” to see the world more widely and participate

actively in the development of emerging technologies and industry standards.
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23andMe, Inc. 23andMe www.23andme.com

Schutzklick

www.schutzklick.de
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Sigfox www.sigfox.com/en
___________________________________________________ S o
STATISTICAL ANALYSIS SYSTEM T (SAS) WWW.Sas.com

R F B EEERIEBRAE ERRXT https://465408.kuaizhan.com/

www.bioeh.com

E(EEFRER www.insurethebox.com
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FEAE www.chinalife.com.cn
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FERFEFRE (SEH ) RBERAS KIEFREE www.cpic.com.cn
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