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Introduction

The life insurance industry across the globe made a strong recovery in 2021 after the COVID-19-induced slowdown. The growth was supported by the post-pandemic increased risk
awareness, favorable equity markets, and overall economic recovery from the pandemic lows. However, the industry continues to face structural challenges in the form of sustained low-
interest rate environment and cost pressures emanating from legacy technology, which continue to impact the bottom line of life insurers. This is further aggravated by a challenging
economic environment and geopolitical risks, which are expected to put downward pressures on the growth prospects in the near term. In light of these challenges, insurers are seeking to
improve operational efficiency by focusing on core markets and businesses. Further, there has been a considerable shift in customer preferences and, consequently, insurers are focusing
on more personalized customer experiences to drive better outcomes.

With these changing customer expectations and the accelerated need for digital transformation, there has also been an evolution in the way insurers engage with service providers.
Enterprises are increasingly engaging service providers for process improvements and access to tech-enabled solutions. Considering the changing market dynamics, service providers are
accordingly developing their capabilities and offerings for the L&A insurance industry.

In this research, we provide a comprehensive picture of the L&P insurance outsourcing market across various dimensions. The analysis is based on Everest Group’s annual
RFI process, interactions with leading L&P insurance business process service providers and buyers, and our ongoing coverage of the L&P insurance and services market.

./.\.
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Scope of this report

&)

Geography Industry Services Use cases
Global L&A insurance industry including life L&A insurance business Only publicly available information has
insurance and retirement/pensions process services been used to depict investment areas
solutions offered both to individual and targeted by insurers in this report

group customers
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Summary of key messages (page 1 of 2)

Key trends in the L&A insurance industry

The life insurance sector rebounded in both the US and European regions, driven by
the COVID-19-induced risk awareness and robust financial markets across the globe

However, the inability to contain expenses and suppressed investment gains continue
to impact insurers’ bottom line. An uncertain macro environment will further dent growth
prospects for insurers

Insurers are focusing on certain levers to improve growth prospects:

— Deliver more personalized offerings with better speed and greater convenience

— Optimize portfolios by strategic divestments/sell-offs

— Retain and attract talent amid a global talent war

L&A insurance BPS market adoption trends

With a change in buyer outlook toward outsourcing, the L&A insurance BPS market
experienced positive growth in 2021

From a geography standpoint, North America remains a key buyer market, with rising
adoption across multiple emerging segments such as group life, DB/DC retirement,
and PRT. The UK market is also showing positive signs of growth, with buyers
opening to engage for open blocks

In line with the growing need for digital transformative initiatives among carriers,

adoption of key digital levers has also been on an uptrend, particularly on the claims
processing part of the value chain
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Annuity and life insurance direct written premium for US L&A insurance
market
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Summary of key messages (page 2 of 2)

L&A insurance BPS deal characteristics Average ACV of active contracts

e Deal value has increased steadily over the last five years, driven by the increased need for ACV in US$ million

digitization and inclusion of value-added services in contracts K CACR
e The number of large deals has also increased in the market, with large buyers primarily
showing a greater appetite for large-scale transformation initiatives
e The platform model is the prominent model in L&A insurance BPS, with both major BPS
markets — the US and the UK — having significant platform play

e Inline with a developing buyer appetite for digital-led savings, demand for more innovative
and transparent pricing models is on the rise

Evolution of BPS relationships I Operational impact WMl Cost impact WMl Business impact = <5% ¥5-15% It>15%

e Insurers are evolving their third-party leverage into strategic partnerships, particularly Importance to | Service provider
. . . Key business objectives buyers’ performance’

Change in performance
(Avg. 2019-20 vs. 2021)

through greater use of digital levers — automation, Al, and analytics
. . . . . Process improvement ;
e In addition to cost reduction, enterprises are also expecting support at the operational
level, particularly for process improvements and to increase agility across different ) Improving agility/flexibility 8.8 ! 7.9 -
functions
|if‘| Access to better technology 8.3 ‘ 7.0 I ‘
e Service providers need to invest in their Al and analytics capabilities and proactively
. . . o . & - ‘ :
identify opportunities for their clients in these areas B*Cos“ed“d'o” 777777777777777777777777 83 77777777777777777 7 f‘ 7777777777777777777777 ‘-' 777777777777
'@ﬂ Better insights/analytics 8.2 6.3 -
oXe Gaining specific expertise
m lacked in-house 7.9 1 6.7 Aand
/2 Impacting top-line growth 7.4 7.3
1 Based on feedback collected from 60+ enterprise buyers during 2019-21 ,,,‘!','! ,,,,,, p ,,,,, gp ,,,,, g ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, I I ,,,,,,,,,,,,,,
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This study offers four distinct chapters providing a deep dive into key aspects of L&A
Insurance BPS market; below are four charts to illustrate the depth of the report

Commercial models in L&P insurance BPS contracts

| Service provider performance rating — 2021 vs. avg. 2019-20

Increase/decrease in prevalence  Decrease § Increase §

1 Outcome-based N 2019 WE 2021

0,
1t Output-based 28%

1t Hybrid
1t Input-based
'l Fixed fee

Closed vs active blocks servicing

L&P insurance BPS signing activity by active vs.

closed blocks

As a percentage of total active contracts, 2017-21 '
B Closed blocks M Active blocks !

4 2.} 64% 20‘

- ACV per active contract
. US$ million, 2017-21

Il Closed blocks M Active blocks
51

2017 2021

Il 2019-20 [ 2021

4.7%;
| i X% YoY change

o1 4% /5.9%

8.7

=1.4%:
79 4

1 1%:
i 2

7.8 1 : ‘
75 74 75

7.0

Relationship ~ Process/domain Technology Implementation/  Innovation & Proactiveness
management expertise capabilities transition next-generation
management solutions

Focus on customer experience amid rising consumer awareness for life insurance

Rising consumer awareness
Percentage of consumers more likely to buy life insurance
due to COVID-19

| Life insurance coverage in the US

f Percentage of insured US adults; 2011
' vs. 2021
i B Insured M Uninsured

P T e ) s
. | I}
0 el 1
) L
- ° a L N !E
fffff Millennials----1 ;------Gen X ------1

2011 LA 2021
B ' :»—Baby boomers--:
L 15%
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Research calendar
Insurance Business Process

Il Published [ Planned [l Current release

Reports title Release date

Al-powered Insurance Solutions: Content Extraction February 2021
State of the Market Life and Pensions (L&P) Insurance BPS 2021 May 2021
Property and Casualty (P&C) Insurance BPS — Service Provider Landscape with Services PEAK Matrix® Assessment 2021 June 2021
Property and Casualty (P&C) Insurance BPS Service Provider Compendium 2021 June 2021
Deconstructing Digital Transformation Strategies in Insurance July 2021
Life and Pensions (L&P) Insurance BPS/TPA — Service Provider Landscape with PEAK Matrix® Assessment 2022 December 2021
Life and Pensions (L&P) Insurance BPS / TPA Service Provider Compendium 2022 December 2021
Property and Casualty (P&C) Insurance BPS — Service Provider Landscape with Services PEAK Matrix® Assessment 2022 April 2022
Property and Casualty (P&C) Insurance BPS — Service Provider Compendium 2022 May 2022
Property and Casualty (P&C) Insurance State of the Market Report 2022: Emerging and Evolving Sourcing Strategies in a Post — COVID Era June 2022
Digital Platform & Augmentation Suite (DPAS) in Insurance BPS PEAK Matrix® Assessment with Provider Landscape 2022 September 2022
Life and Annuities (L&A) Insurance State of the Market Report 2022: A Pathway to Exploring Growth Opportunities Amid a Turbulent Macro Environment October 2022
The Evolution in L&A Insurer-TPA Partnerships November 2022
Accelerating Momentum for Pension Risk Transfers: How Should Insurers Extract the ROI? December 2022
The Resurgence of Closed Block TPA Services Demand, But History Not Completely Repeating ltself December 2022

Note: Click to see a list of all of our published Insurance Business Process reports
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Everest Group®

With you on the journey

Everest Group is a research firm focused on strategic IT, business services, engineering services, and sourcing. Our research
also covers the technologies that power those processes and functions and the related talent trends and strategies. Our clients
include leading global companies, service and technology providers, and investors. Clients use our services to guide their
journeys to maximize operational and financial performance, transform experiences, and realize high-impact business
outcomes. Details and in-depth content are available at www.everestgrp.com.
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This document is for informational purposes only, and it is being provided “as is” and “as available” without any warranty of any kind, including any warranties of completeness, adequacy, or fitness
for a particular purpose. Everest Group is not a legal or investment adviser; the contents of this document should not be construed as legal, tax, or investment advice. This document should not be
used as a substitute for consultation with professional advisors, and Everest Group disclaims liability for any actions or decisions not to act that are taken as a result of any material in this publication.
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