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Sometimes...
..deals are crystal clear and work out nicely!
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But...

..other competitors may think the same
..success is in the execution not the deal-doing
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Actuaries adding value in deals
peals in Asia

Deals in Asia:

What's
going on?

The deal

process

Why the
Interest-

Buyers and
Bargainers?
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What’s going on in the deal-making world? s
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Which market?

China A question from our Asia Financial Forum:

Hong Kong
India Assuming you had to make an acquisition,

Indonesia you had the available capital and could buy
Japan a company in the Top 5, which one market
Korea in Asia would you make the acquisition in?
Malaysia

Philippines

. Singapore

10. Taiwan

11. Thailand

12. Vietham

CoNoO~WONE
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Assuming you had to make an acquisition and you had the available
capital and could buy a company in the top 5, which one market in
Asia would you make the acquisition in?

= May-11
" Nov-11
= May-12
= May-13
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Actuaries adding value in deals

peals in Asia

Why the
Interest-

Buyers and
Bargainers? [
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Bancassurance is a growing part of a growing pie

Partnership Distribution Share of Market

2001 2011 2025 Estimates

Markets

Hong Kong

Indonesia

Malaysia
Philippines
Singapore
South Korea
Taiwan
Thailand

Vietnam

Market Share

Dominant Controlling share of market
Developed Meaningful share of market
Emerging Growing share of market

Frontier No/low share of market
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Why are sellers selling and Banks bargaining?

Drivers for insurers to Sell Drivers for banks to bargain
HQ capital Opportunity

issues aware — why can't
“Corporate ' we do that?
strategy” Ongoing fee-based
Regulator revenue

pressure Leverage customer
Focus base

Inability to grow /
turnaround /
leverage

Get a strategic
investor / partner
with expertise
Monetisation

towerswatson.com

Leverage fixed
expenses

Cash

Offload or get
expertise into
manufacturing
business

Play providers off
against each other
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Common valuation metrics for life insurers
-- the search for the simple “silver bullet”... ?

Valuation metric Supplementary

towerswatson.com ©2013 Towers Watson. Al ights reserved...

PRICE / EMBEDDED VALUE ?

Asia Insurance - Credit Suisse - P/EV vs ROEV
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PRICE EARNINGS RATIO ?

Asia insurance - Credit Suisse PER analysis - P/BV (x) vs ROE (%pa)
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Source: Credit Suisse report dated 2 0ct 2013 CARE REQUIRED IN INTERPRETATION AND USE
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P/EV — Europe and Asia ... time sensitive

T&D Holding — Share Price vs. EV per share

P/EV of European life insurers 5,000
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Asia Insurance — Price to embedded value
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Implied NB multiples for major Chinese Life Companies
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Asia Insurance — Implied value of 1yr new business
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But what about current deal prices?

POTENTIAL
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Don’t blindly follow....... open your eyes.....and think.....
/,-—-—-‘.\\ /---"-a\ /---"-a\ /--""\\
Economic RDR Expenses Negative

Assumptions Spread

" i

Tax Lapses Potential

P

8 for Fortune ?

~)

0
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Why do transactions fail?

Negative

Rank Top 10 Pitfalls in Achieving Synergies Impact
1 5.60

3 nable to implement change 5.34

4 Synergy non-existent or overestimated 5.22
Did not anticipate foreseeable events 5.14

6 @ management style@ 5.11

7 Acquirer paid too much 5.00

8 Acquired firm too unhealthy 4.58

9 Need to spin off or liquidate too much 4.05
10 Incompatible marketing systems 4.01

Note: Survey of Forbes 500 CFOs. Assessed on a scale of 1to 7, where 7 is high.
20
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Actuaries adding value in deals

towerswatson.com

peals in Asia

The deal
process
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The Deal Process

Before the deal

Strategy & Planning

Know what you
want & be ready

Objectives
Alternatives
Windshield Scan

Resourcing

towerswatson.com

During the deal
Due Diligence

Know what you are
getting for the $

Financial due
diligence

Distribution due
diligence

Operational due
diligence

Fit, culture,
alignment

Implementation

After the deal

Now the real
work starts!

Clear objectives
Project Management
Governance
Resource

People &
Relationships

Quick Wins — 100
day plan

©2013 Towers Watson. All rights reserved.. 22
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To realize the value expected in an acquisition, the best
financial/risk analysis, critical thinking and integration

planning must start early

Announcement

-90 days -60 -30
Negotiate deal: assess fit,
value, preliminary plan

Develop detailed

“Day #1" Plan
Develop detailed

“100 Day” Plan

Form
“teams”

towerswatson.com

ILLUSTRATIVE

Close

+60 +100

Work “100 Day” plan

©2013 Towers Watson. All ights reserved.. 23

How to win: Don’t just try to get the “right price” - it is really
about executing to ensure the price WAS right...

Before the deal During the deal After the deal
Strategy & Planning Due Diligence Implementation

Organization
Readiness

Driving
Growth

M“ i Corporate

Transactions

Managing
Costs

Due
Diligence

towerswatson.com

Integration
Planning

Business
Performance

Integration
Execution
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Actuaries adding value in deals

peals in Asia
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" The role of Y
actuaries —
Today and

Tomorrow
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Actuarial skill-sets

* Deep understanding of
the financials — inputs
and outcomes

* Logical and analytical
approaches to complex
questions

« Broad training across
insurance / investment /
pensions businesses

e Looking forward

« Control cycle approach

towerswatson.com
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Capability Assessment Report
Casbilty framewnrks sesk o provide pkct starements of what pecple need i be sbl o do in practise suzesshdly 35

Capatiliy practie inkn hunctions (major werk areas, which are sub-dhrded
I cormats the majer . Indicatars. of whial mght corshiuge successfod performance
of the slements are alss part of She Framesork.

The Actuarial Capsbility Framesork focuses on what actuaries who have fad consideratile experience should be sbie to do. This
Framework Is aspiational and provides 3 patwesy that can be followed by Inchvidhuaks to mach the higher levels of he profiession, &t
comers & range of actuarial practioes and can also Do used 5 & pathery for actuaries seking to move fram ane anea of practice o
ot

Capability Framework Functions and Definitions
The Actusrial Capsbillty Frameswork Fanctions: dencee major work amas within and across the profession, The Funchion definkions
below describe the scope of and clriy the dimy af the werk s farther sub-civided into

A Contribution to Business A Risk Management
Actusrisl contrbutions to business strtegy, This #oplication of & broad, proactive apprasch ta the
ecompusses understanding the comext and noad for dovelopment and mprovement of  dient's sk cuturs,
ressessment, fobiowed by the gmeration and assessment kg the stmng engagement of the Board and senkr
of Iaas, stmategy and modalling, through to the maragement, Systematc Implementation
axphnation, prometion and seling of the strategy to nd promerion of polldes, processes and support at 2
s implementation. s for the defined risk framevork.

‘ Leadership A Professional Gavernance
Demosstration of leadershp In diiving some or all of 3af, #doption of professionsl sppraches and practices
others, bushess or thinkeg at Actuarial Advice, while

maintaining cumency of gwn capatilfy and cniribuing to
e devaopment of the professicn.

A Actuarial Approsch tn Problem Sobdng A A Pricing
Employment of g tecvical af prodct manapement, development and
iraowlerige, sidls: 3nd judgmant to enable valued advics pricing which Incomiorstes and balances stakeholders
sl authoritative commet o e provided 1o stakenalders: e, commercial rasities, Ehe exsemal market, saks and

A Valuing Uncertain Fubisre Cush Flow A Advice and
Provision of ressoned, rolevank: and Jstfatie projected Proviion of documanted, demonsirated advice on
s foes., Application of professional judgment in maragement and deeiopment of irvestment portfolios,
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What can actuaries bring?

e The past » Today & the future
= Check liabilities = Capital
= Economic valuation of = Future earnings
in-force = Risk — discount rates, MCEV
* Actuarial risk = Price (not just value)
management « Products
assessment . -
L E::I,:I Margin sustainability
= Life insurance

Suitability to channel, segments
= Sales Projections
= Channel effectiveness
= Broad risk management assessment
= Synergy valuations
= QOperating effectiveness
= Life / general / health / pensions / wealth

Having the confidence to advise on taking risks
Being the best-placed to advise decision-makers

towerswatson.com ©2013 Towers Watson. Al ights reserved.
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And finally... We live in interesting and exciting times ...
Take a fresh look ... Be better informed...
...... GRASP THE OPPORTUNITY

K,IMAAAA AHA tk\l\\\\k

Mark Saunders, FIA, FIAI, FSA, FSAS, FSAT Alan Merten, FIAA

Managing Director, Hong Kong Director, Insurance Consulting, Asia Pacific
& Asia Pacific Risk Consulting Practice Leader

Towers Watson Towers Watson

Telephone: +852 2593 4535 Telephone: +65 6880 5684
E-mail: mark.saunders@towerswatson.com E-mail: alan.merten@towerswatson.com
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Disclaimer

This presentation has been prepared by Towers Watson for general
information purposes only and does not constitute professional
advice. It is incomplete without the accompanying oral
explanations. The information, opinions and illustrations contained
are derived from various sources and have not all necessarily been
independently verified by Towers Watson. The presentation is not
intended to guide or determine any specific individual situation and

persons should consult qualified professionals for appropriate
professional advice before taking any specific actions. Neither the
presenter, nor the presenter’s employer, shall have any
responsibility or liability to any person or entity with respect to
damages alleged to have been caused directly or indirectly by the
content of this presentation. If you require professional advice or
require any further information, please contact Mark Saunders or
your usual Towers Watson representative.
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