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Stock Market Last 5 Years
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Unprecedented Uncertainty
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Unprecedented Uncertainty

National Debt by Country

Source: visualeconomics.com
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Unprecedented Uncertainty

Healthcare Unfunded
Reform Pensions

Demographic
Shift
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The Age Wave

The Aging U.S. Population

Number of individuals 93
age 65 or over (in millions)

~ar Al

Percentage of
Population 20.5 20.8 21.4 22.2

19.1
15.8 :
.12.7 l .

2007 2010 2020 2030 2040 2050 2060 2070

SN

97

22.7

2080

Source: U.S. Social Security Administration
2007 OASDI] Trustees Report (April 2007), Table VA2

Presentation for 2011 Annual M.U.D. Meeting] | January 24, 2011

Proprietary and Confidential | © General Re Life Corporation




Unprecedented Uncertainty

Inflation / Deficit
Deflation Spending

Financial Crisis /
Unemployment
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Unprecedented Uncertainty

Booster Shot

An analysis of the tax and spending compromise agreed on by the president and the Republicans
suggests that the package will be good for the economy in 2011

M Actual ™ Forecast if enacted’ Forecast without package
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The History of Reinsurance

1370 1688 1820
AFirst recorded AEdward Lloyd AFirst Automatic
reinsurance Coffee House Reinsurance
contract covered Established Treaties covering
Marine Voyage fire risks in _ .
from Genoa to Germany, pr_|mar|Iy
Harbor of Bruges written by Direct
writing companies
~1844 1846
AThe first life ACologne
reinsurance Reinsurance was
coverage offered the first
in England independent
reinsurance
company
Source: The Origin and Development of Reinsurance; Casualty Actuarial Society
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The Global Reinsurance Market

Top 10 Major Reinsurance Groups Worldwide
by 2009 Net Premium Written
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The Global Reinsurance Market

Top 10 Major Reinsurance Groups Worldwide
by 2009 Adjusted Shareholders Funds
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Gen Re Is Similar to Other Global Reinsurers

Worldwide Presence
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Gen Re Is Similar to Other Global Reinsurers

Network of Companies

‘A Life & Health Reinsurance

Brimary A Property & Casualty Reinsurance

London Market

Direct Companies

MGU

Reinsurance
Brokerage

Asset Management
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Gen Re Is Similar to Other Global Reinsurers

Premium Diversification by Products

Life
Health Casualty
46% 22%
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32%

Based on 2009 Net Premium Written
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Gen Re Is Similar to Other Global Reinsurers

Premium Diversification by Geography

North America
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41%
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$1,550
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Based on 2009 Life & Health Net Premium Written

Presentation for 2011 Annual M.U.D. Meeting] | January 24, 2011

Proprietary and Confidential | © General Re Life Corporation

18



A Comparison

Risk Assessment People Things

Risk Events Flu Season / Pandemic Hurricane Season
News Obituaries Weather Channel
Underwriting Focused & Disciplined @ Focused & Disciplined
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Flaspohler Survey - Factor Importance Ratings

Financial Value 7.9 8.1
Financial Security 8.0 8.0
Strong Client Orientation 7.7 7.7
Timely Service 7.5 7.4
Leading Expertise & Market Knowledge 7.0 7.1
Strong Claims Handling Ability 6.5 6.3
High Quality Risk Management Service 5.9 6.0
Effective Training Courses and Seminars 5.5 5.4
© 2000 - 2011 Flaspohier Research Group. Allighis eserved.
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Flaspohler Survey - Factor Importance Ratings

~cuope | United Sttes |
Financial Value 7.7 8.1
Financial Security 7.6 8.0
Strong Client Orientation 7.7 7.7
Timely Service 7.3 7.4
Medical / Underwriting Capabilities 7.0 7.2
Leading Expertise & Market Knowledge 7.3 7.1
Strong Claims Handling Ability 6.2 6.3
High Quality Risk Management Service 5.9 6.0
Effective Training Courses and Seminars N/A 5.4

©2000 - 2011 Flagpohler Ressarch Group, Allrghts resenved. -
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NMG Surveys - Reinsurance Buyer Values by
Global Market

Life Reinsurance Market @ Access to Reinsurance Lowest Price

Services
Europe (excluding UK) 72% 5%
Asia 42% 11%
40% 27%

United States

Source: NMG Presentation at 2010 Manulife Approach Seminar
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Flaspohler Survey - Reinsurance Buyer Values

When you buy reinsurance, whi ch
Most " important item?

United States

Relationship Pricing

| Financial Security 26% Services

" Pricing 18% Relationship

. Services 7% Financial Security 9% )
Other 2% Other 3%

Source: Flaspohler Report 2011; 2006
© 2009 - 2011 Flaspéhler Research Group. All rights reserved.
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Market Update SOA Life Reinsurance Survey
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GenRe.

(Re)lnsurers 2011 Issues (& Lessons
Learned From Recent Events)

Growth
Profitability

Risk Management
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Lessons We Can Learn

Life and Health (Re)lnsurers have repeated many

mistakes

In Good Times: )
A Too much trust
A Suspended suspicions
A Pressure for growth ’

V. .

A Wishful thinking
A Lax risk management
A Aggressive structures / pricing )
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Growth
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Growth (Or Lack There Of)

Life Insurance Sales -16%? +69%3
Reinsurance -9%p2 -5% to -10%*

Sour ce: WUS$. MduviddakLife Insurance Sales Summary Report by Annualized premiums as of Fourth Quarter 2009.
2009 SOA Munich Survey

Sour ce: W% MdvAldakLife Insurance Sales Summary Report by Annualized premiums as of Third Quarter 2010.
Gen Re Estimate

PR
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Growth Key Factors

449% of U.S. households have individual life
Insurance

On average replaces 3.5 years of income:
A 9/11 Compensation Fund compensated victims based on
16 times income

\

| J
N
58 million households believe they do not have
enough life insurance
J
>
Combination Products
A Life, Disability, Long Term Care
J

Source: LI MRA8ds 2010 Life lInsurance Ownership Study
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MetLlfe Steps Back From Long-Term Care Market

By ERIK HOLM And ANNE TERGESEN
MetLife Inc. said it will halt sales of long-term-care insurance, a type of coverage that repeatedly has flummoxed insurers

and forced some to pay significantly more in claims than they expected.
MetLife is among the bigger sellers of the coverage, with about 600,000 policyholders, or about 8%, among the eight
million who have long-term-care insurance in the U.S., according to the company and an industry trade association.

MetLife joins a parade of insurers that have exited the business rather than try
to fight for customers in the small market.

1 IL?L:“:',I}I?,I '7 ';l fy:ﬁouui bljbul.UillrliUillbjlrdl\rlicwl I,Uflt{‘{lflll? U I76 pl{llbﬁlc?f atllcl !,al,cf I{{?I 1y IlilﬁbiullcilibWUIUIl LEAPEULL TTIUDST TUWLET TapsStc
Al n any environment, |l t 0sS expensive
tremendous future risks associated wi
situation makes this an especially di

Inc., spun off a long-term-care company with more than 140,000 customers to an independent trust in 2008 to cap its
losses after plowing more than $1 billion into the unit that sold the policies.

Though Broker World magazine ranked MetLife fourth in U.S. sales of individual long-term-cae policies in 2009, the
coverage has never been a major part of its business. Its 600,000 customers with the policies are a fraction of its 90
million customers overall. It began the coverage in 1986.

Its $36 million in sales last year were dwarfed by perennial industry leaders John Hancock Financial, at $116 million, and
Genworth Financial Inc., at $108 million, according to Broker World. John Hancock recently said it would ask state
regulators for an average 40% increase for about 850,000 of its 1.1 million long-term-care policyholders. The insurer, a

unit of Manulife Financial Corp., also suspended sales of new long-term-care plans to employer-benefits programs.
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Lessons We Can Learn

Specific Lessons for Life (Re)Insurers from Recent Events

Long Term Care

L Pressure for Growth

Historically Lax Underwriting /
Risk Management / Policy Design

Historically Aggressive pricing
with regard to lapse and interest
rates
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Combination Products

Why Not Critical lllness?
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Global Market - 1983 17 Present
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Long Term Care vs. Critical lliness

Product Insures Behavior Insures Event

Pricing Incidence, Severity, & Incidence
Durational factors

Rate Management Protected Class No Known Issues

Regulatory Issues Too Numerous To No Special Issues
Count

Claims Management Highly Subjective Objective
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Profitability
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An unblased analysis
of the bigogest
QCONOmMIC Crisis since
the Great Depression
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Source: Inman News; November 2010
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Lessons We Can Learn

Specific Lessons for Life (Re)Insurers from Recent Events

Variable Annuity Guarantees

Lack of product risk diversification

Ignoring the extreme tail risk

Over reliance on models /
assumptions
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Over Reliance on Models / Assumptions?

Models are to banks as
lampposts are to drunks

They need them for support
not for illumination
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How To Avoid Model Mania

Do Extensive Sensitivity or Stress Testing

J

Maintain a Qualitative as well as a Quantitative
Framework to Measure and Manage Risk

“

“
leentify a Model 6s Vul nerjabi I i

Audit Data Quality and Completeness

ADondt be Seduced Sexy
| f someone canot explla\\vordltl
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Risk Management
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Elderly Mortality Assumptions:

Life Insurance vs Life Settlements

Mortality Ratios for Male, Issue Age 75, NS
(Basis = 100% of GRL elderly mortality)

5.0
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Court Gives Life to Death-Bet Insurance

By MARK MAREMONT And LESLIE SCISM

In a closely watched case, New York state's highest court ruled that it is legal for somebody to take out a life-
insurance policy and immediately sell it to a stranger.

The ruling is a blow to insurers and a victory for hedge funds that have bought billions of dollars of such
policies in recent years, part of a controversial practice in which thousands of people have taken out life
policies and quickly sold them to investors, who pay the premiums and collect when the insured dies.

The case, a focus of a page-one article in The Wall Street Journal in June, involves a dispute over $56 million
in life insurance taken out by the late Arthur Kramer, a Manhattan attorney who died in 2008. Just after taking
out the policies, Mr. Kramer sold the right to collect on them to hedge funds.

His widow, Alice, later sued, claiming the transactions were illegal under a state "insurable interest" law,
which says people can't procure life insurance on someone they aren't close to. Because the law was
violated, his widow argued, the Kramer estate should instead collect.

The litigation became a three-way fight. The investors argued they were entitled to the proceeds from
policies they paid for, while two of the insurers contended they shouldn't have to pay anything because the
policies were illegal from the start.

In a 5-2 decision, the New York Court of Appeals ruled that the state's laws allow a person to take out an
insurance policy with the intent of selling it to a stranger. The majority ruled that this didn't violate insurable-
interest laws, which are intended to ban transactions tantamount to wagers on a stranger's life.

The ruling is valid only in New York, but some legal experts predict its influence will be broader. Scores of

similar disputes over alleged "stranger-originated" life-insurance policies are being litigated across the
u.s.
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Lessons We Can Learn

Specific Lessons for Life Insurers from Recent Events

STOLI

Pressure for Growth

Lax Risk Management / Fraud

Aggressive Structures / Pricing
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