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P&C underwriting profitability remains pressured

P&C insurers recorded Underwriting Losses for the last 5 years
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The road to profitability begins with understanding inefficiencies in underwriting workflows

Source: 1. Global Data Analysis, Capgemini Research Institute for Financial Services analysis, 2024
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The underwriting challenge today

Administrative tasks take up a disproportionate amount of underwriters’ time

How underwriters spend their time

Administrative activities
(Data entry, record keeping, information
collection and internal admin meetings)

Core activities

(Risk assessment, premium calculation,
and book management)

Time spent by underwriters, %

Sales enablement activities
26% (Agent/broker collaboration
and sales activities)

The cost of inaction is significant

27% .

US property policies underprice climate risk exposure’

42%

Policyholders struggle with the number of underwriting questions

74%

Commercial customers expect greater pricing transparency?3

Ineffective time deployment constrains underwriter capacity
Source: 1. First Street ; 2. Advisen, Capgemini Research Institute for Financial Services analysis, 2024

Notes: 3. Survey of 180 risk managers, insurance buyers, and other risk management professionals with 157 risk managers having a portfolio of at least USD 100 millionin insured value


https://firststreet.org/research-library/property-prices-in-peril
https://www.advisenltd.com/property-risk-management-report/

Could Al change the game and how?

Al is essential, yet surrounded by misconceptions

L 54% cite insufficient data as their top constraint
Al is a technology Connecting

prob[em" Technology-first implementation without data foundation won't work The data dots

68% of insurers have only achieved point automation

. . . of business process

“Al is primarily about Unlocking
cost-cutting" Layering Al onto existing processes without redesigning workflows Actionable insights

will generate minimal efficiency gains

A47% ofinsurers identify a lack of talent as key constraint in their

“Al will replace underwriting transformation Evolving the

underwriters” underwriter role

Change management and augmentation are essential

There is no magic wand, Al in underwriting demands thoughtful execution

Source: Capgemini Research Institute for Financial Services analysis, 2024.
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What underwriting trailblazers do differently

Only a few insurers are underwriting trailblazers Trailblazers are considerably ahead in the underwriting transformation journey

Insurers’ underwriting maturity, % Insurers self-assessment, %

O Deploy risk mitigation at scale 100% 67%

Connecting

Trailbl P&Ci
Ml Trailblazer insurers The data dots O Integrate traditional and third party data 70%

12%

[ Mainstream P&C insurers

O Obtain underwriters’ adoption of innovative insights capabilities 96%

Unlocking
Actionable

S O Pioneer predictive and adaptable analytics 0
insights ! predictiv P v STk

Trailblazer features

O Aim to deploy underwriters as sales enabler 78%

= Data-driven automated underwriting

Evolving the . . kbench
= Embed third party with traditional data underwriter role Q Optimize underwriting workbenches 65%

= Advanced technology capabilities
= Strong internal collaboration

= High customer transparency Driving
business results

B Trailblazer P&C insurers B Mainstream P&C insurers

Source: Capgemini Research Institute for Financial Services analysis, 2024
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Trailblazers are realizing efficiency, accuracy,
and experience-related benefits

Insurers missing their transformation targets, %

Connecting Boosted underwriting speed
The data dots

Lowered underwriting expenses

Unlocking
Actionable
insights Tightened loss costs

Strengthened fraud detection

Evolving the
underwriter role

Increased new business flows

Driving
business results Enhanced retention

[ Trailblazer P&Cinsurers [} Mainstream P&C insurers

Source: Capgemini Research Institute for Financial Services analysis, 2024.
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Traditional and third-party data integration strengthen

decision-making and reduce fraud

Underwriters value third-party data
but insurers have limited capabilities...

Third-party data importance and capability maturity, %

. Importance 72%
General economic and

financial reporting data Passes
pability

Incomplete risk
assessment

49% Limited orici
Drone images data I 'ml eacizg'lg
11%
(o)
Connected devices 48% Inconsistent UW
and telematics data I 125 decisions
(o]

...leading to multiple challenges...

Impact of limited data availability as per insurers, %

7%

73%

70%

...S0, an API-driven ecosystem can unlock a rich

and seamless data flow

Develop a clear
data strategy and
governance
for data handling,
access, and usage

Reinvent
the data
Integrate model
existing and Il;gest
third-party data o :le evan::|
through a single, t Flr -party data
real-time cloud rom partners
hub through APIs

By integrating third-party with traditional data, insurers can overcome inaccuracy and inconsistency challenges

Source: Capgemini Research Institute for Financial Services analysis, 2024.

P&C underwriters

[ P&Cinsurers
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Earn underwriters’ buy-in for algorithmic insights through
collaborative change management

Al/ML can help drive business results, but underwriters are hesitant
to accept decisions systematically

Underwriters’ reasons for not accepting the
recommendation of support analytics tools, %

43%

High complexity and
limited understanding

Underwriters
systematically accept
recommendations of

decision-support
analytics tools

Concerns about data
quality and lack of trust

P&C underwriters

67%

59%

Underwriters will be at the core of tomorrow’s transformation

Engage early on

Engage underwriters early as
“data-engineers” to advise on
insights, tools, and
sustainability-related
requirements

Continuously assess progress

Track model adaptability,
underwriters buy-in and level of
cross-function collaboration, and

measure appeal for prospective talent

Redefine the operating model

Streamline digital underwriting
processes to augment human
judgments and enhance
cross-function collaboration

Enhance human-machine
collaboration

Build trust in Al / ML via tailored

training for algorithmic decisions,

and prioritize model auditability
and explicability

Achieving buy-in is critical, and laying the technological fFoundation will prove insurers’ commitment to this transformation

Source: Capgemini Research Institute for Financial Services analysis, 2024.
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Empowered underwriters drive collaboration and business impact

Al handles volume and pattern recognition while humans provide judgment, creativity, and relationship management

Connect
the data dots

Unlock / \

Actionable insights Enhance automation and insights Deepen complex risks understanding
through digital tools through human-augmented judgement

A
Evolve '

the underwriter role

Improve collaboration by deploying underwriters in sales enablement activities

Drive
business results

Source: Capgemini Research Institute for Financial Services analysis, 2024
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Reach out to the Capgemini Research Institute for Financial Services

Thought leadership that empowers financial services
executives to make insights-driven business decisions

The Capgemini Research Institute for Financial Services is the in-house
think tank focused on digital, innovation, and technology issues
impacting banks, wealth management firms, payments players and
insurers. The Institute annually publishes its signature Financial
Services World Reports series that draw on voice of the customer
surveys, CxO interviews, and partnerships with technology companies
as well as academia to uncover emerging trends and explore how Al,
cloud, data, and digitalization are driving transformative business
outcomes. Supported by time-series global datasets, our industry
experts offer actionable insights, trend analyses, and innovative
solutions to address the dynamic challenges of financial institutions in
a fast-changing global economy.

Don’t miss out. Subscribe to receive reports as they launch. Visit

Get The Future You Want | www.capgemini.com
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