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[ IFRS 17 Building Blocks

» Estimates of future cash
flows

— Contract boundary
— Cash inflows / outflows

» Discount rates

» Risk adjustment for
non-financial risk

» Contractual service margin
(CSM)




-

IFRS 17 Building Blocks

_________________________________

Claims / other cash out-
flows

Discounting

=

Risk
adjustment

Premium / other cash in-flows

cash flows

recognition

[P ———

CSM

_________________________________

Expected future Time value Adjustment for
cash flows of money non-financial
risk
m © 2024 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization

of independent member firms affiliated with KPMG International Limited, a private English company limited by
guarantee. All rights reserved.

Expected future cash flows @ best
estimate assumptions

Could be net inflows or
outflows

Time value of expected cash
flows calculated at current
discount rates. Could be
positive or negative depending
on the cash flow pattern

CSM on initial recognition reflects
the expected profit for the group

Measure is adjusted for
Insurance Acquisition Cash
Flows

If contracts are onerous no
CSM is recognised (expected
loss recognised immediately)



New KPI's

« Profitability analysis - RA + CSM release as a % of
Insurance service result

RA released/CSM released compared to insurance service result in H1 20231

= C5M released/insurance service result = RA released/insurance service result

q:n:lc,Jr:nn_uu.,;g:-—:x_lgzon_gnmml—:::-g:-:p-ué

Insurers

1 The disgram is for illustrative purposes only and shows how 41 insurers could be compared in terms of the RA released to insurance revanus in the reporting pericd and the CSM released in the period
for insurance contrects services provided ve the insurance senvice result for the pericd.
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Insurers’ Half Year Reporting Under IFRS 17, KPMG, September 2023



https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2023/09/isg-real-time-ifrs-17-half-year-reporting-talkbook.pdf

New KPI's

« Sustainability — New CSM as % of CSM Release

Mew CSM recognised/CSM released im H1 202372
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Insurers
B Srowing & Shrinking

[ND'X] wTh CSM NnNx maypy -
D"TO09N D'j70Y  °
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New KPI's

« ‘Organic’ CSM movement

Example of ‘organic CSM movement’ of L&H insurers?

Organic moavement

——
[

Mew CSE Experience CS5M
recognised recognised
in profit or

loss

Closing C5M
varances
Opening CSM Accretion of
interest/ Changes in
expected actuarial
changes in methads and
variable fee” assumptions

1 Cartaln movements can be positive or negative. The chart Is provided for Nusirative pUrposes: only.
2 Oniy for VFA contracts.

guarantee. All rights reserved.

Insurers’ Half Year Reporting Under IFRS 17, KPMG, September 2023
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New KPI's

FY22 CSM Movement, Net of Reinsurance ($b)

b

f?

u o
+24 613 (2.3 9.3%
+E.0 - C5M Release Ratel
55.3 (5.1)

529

50.2

Dpening New Business Expected CSM Variances Exchange Closing C5M CSM Closing
CS5M C5M Return on Before Variances, Rates Before Release Release C5M
In-force Exchange Rates

and Release

IFRS 17 Update, AIA Group, June 2023

KPMG
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https://www.aia.com/en/investor-relations/overview

CSM : Investor’s Perspective

Comprehensive Equity ($b)

As at 31 Dec 2022
86.4

41.7 Net CSM

Shareholders’
Equity

IFRS 17

Leverage Ratio"
as at 31 Dec 2022



https://www.aia.com/en/investor-relations/overview

[ CSM : Investor’s Perspective ]
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CSM : Investor’s Perspective

MoobDy’s

INVESTORS SERVICE

However, we do not consider that the CSM has the same loss-absorbing capacity as shareholders'’ equity because:

The value of the CSM is uncertain. The CSM is an estimate based on a set of assumptions, often over a long-term horizon,
that can materially change.

The CSM is generally illiquid, i.e., cannot be accelerated to the income statement. The sale or transfer of an in-force portfolio could
allow for acceleration of income statement recognition of CSM related to that portfolio. However, the ultimate value that an
insurer may receive is highly uncertain, particularly in a stressed scenario.

The CSM is not fully fungible and is calculated based on cohorts of policies with similar profit expectations and term durations.
Changes in assumption relating to one cohort of policies cannot be offset against the CSM held in relation to another cohort. In
some cases, this may result in losses affecting shareholders' equity directly, even if an insurer has CSM on its balance sheet.

2023 nanann naorro®

Life Insurers and Financial Statement Adjustments: Proposed Methodology, Moody’s Investors Service, 21 November 2023
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CSM : Investor’s Perspective

HIGH RISK ASSETS / SHAREHOLDERS' EQUITY*

MoobDy’s

INVESTORS SERVICE (GOODWILL AND INTANGIBLE ASSETS) / SHAREHOLDERS' EQUITY*

RETURN ON CAPITAL

How we adjust the financial statements

Balance sheet

We reclassify 50% of the CSM in insurance contract liabilities of companies reporting under IFRS 17 to shareholders’ equity, net of taxes.

Income statement

Because we expect the CSM to amortize to earnings over the life of the relevant insurance contracts, we do not make any adjustment to
the income statement related to the CSM.

2023 nanann naorro®

Life Insurers and Financial Statement Adjustments: Proposed Methodology, Moody’s Investors Service, 21 November 2023
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[ Discount Rate
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Discount Rate

. IFRS17-DiscountRate |

Bottom up vs. Top down - Are they really equivalent?

Possible discount rate range
High
Bottom up Top down

L

Risk free term structure Portfolio Selection

(long duration Gowt. Bonds

(equities,investments
are usually available) Adsjmnt. for

Hliguidity

properties, credit rating)

(marketable vs. Term structure and duration

non-marketable) adjusments (regression, etc.)

Other adjusment
(LGD/PD estimates, ratings, etc)
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https://www.runi.ac.il/yedion/facultypublications/getfile.ashx?username=shuvs&fileType=3&publicationId=7274

Discount Rate

USD discount rates disclosed at 30 June 202323
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Lowes! disclosed rate - = = E|OPA Risk-free rate - USD
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Discount Rate

EUR discount rates disclosed at 30 June 2023123
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Discount Rate
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[ Discount Rate
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Bow Wave Effect
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[ Bow Wave Effect

- VFA 7Tina

Risk Neutral nnina v¥xann Jinnnn

N7 (real world) nurn axwn 2 7Tan
Risk Neutral

(2003 Ty) "|w' gnNwN" — NNAIT

ona DaNvNN/owWIpEn 72NN mTa Aty
CSM -7 nopr << NOTIY NXIYN 7721 ,'9X7

N'NTI NOTIYV NXIYN 720" a¥na <<
NINAN DIY7? NV7NINN NN'N]

20



[ Bow Wave Effect
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[ Bow Wave Effect
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[ Bow Wave Effect

« Alllanz

Coverage units: Generally, the Allianz Group has defined the account value for
the reflection of investment services and the sum at risk for insurance services
as the default approach to determine these coverage units. If multiple services
are provided in one contract, a weighting is applied, which is determined by the
respective operational entity based on the respective features of the contract.

An additional CSM release is considered to avoid a delayed profit
recognition by systematic real-world returns of direct participating

business measured with the VFA. This adjustment reflects the expected
real-world returns in relation to the risk-neutral returns applied in IFRS 17
measurement for a more appropriate allocation of the services provided in the
current period, i.e. the relating income in the P&L is based on real-world
assumptions. The adjustment is applied by the life/health entities in Germany,
France, Italy, and Switzerland. Expected real-world returns are updated once a
year based on a fundamental analysis of long-term expectations.

H1/2023 financial reports
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Bow Wave Effect

« Credit Agricole

Coverage units: For insurance contracts with direct participation features,

measured under the VFA, the methodology used to allocate the CSM to
profit or loss aims to reflect economically the asset management service
provided by the insurer during each period; thus, in addition to the risk-
neutral returns on assets projected in the actuarial models used to
measure these types of contracts, it also takes into account the

additional return corresponding to the actual performance of these
assets. For other contracts, measured under the general model, the coverage

units have been defined based on various indicators adapted to the type of
guarantee (such as the death benefit or outstanding principal)

H1/2023 financial reports
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[ Bow Wave Effect ]

J CNP Assurances

For Savings and Pensions contracts measured using the VFA model, in
order to ensure that coverage units are correctly allocated to each
financial year, the CSM released to profit in each period is adjusted
based on actual results for the period. The main purpose of this
adjustment is to provide a better understanding of the economic effects not

considered in the initial CSM measurement by taking into account all the
services rendered (asset management and performance). It is made for
each Savings/Pensions portfolio measured according to the VFA model
that is profitable at the balance sheet date, using a long-term approach
that takes into account a risk premium and the cost of options and
guarantees.

H1/2023 financial reports
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