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EIOPAs upcoming Pricing Regulation — And what to do now
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*) Sources: KPMGs market insights and EIOPAs consultation paper on Supervisory statement on

differential pricing practices in non-life insurance lines of business (2022).
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EIOPAs upcoming Pricing Regulation — And what to do now

Upcoming Regulation will Limit the Degree of Freedomin
Pricing P&C Insurance inPrivate Lines*

EIOPA is planning to strengthen customer-protection by reducing the degree of freedom in
setting prices for P&C Insurance.

. . . . . . . Consultation on the
* The consultation paper published by EIOPA is likely to have medium to high impact statement on differ]
oY= i practices in non-lifg
on price-setting S
« Targeted are the private segments within P&C insurance — like private Motor, private
i ili i . Impact Assessment o'
Liability, private Property, etc E
Supervisory statemer
* There is also a discussion about LS enE e CONSULTATION PAPER

non-life insurance on Supervisory statement on differential pricing

practices in non-life insurance lines of business

« Banning the use of Churn-Models in Renewal (incl. price elasticity models)

nsurance lines of business

« Banning Life-Time-Value-Strategies

+ ltis likely that at least Insurers will have to create an Internal Control Framework
which assures that vulnerable groups of customers are not overly affected by Price
Walking, including at least

Examples of practices that are considered to lead to unfair treatment of consumers, and

«  Setting up a Governance-System which prevents ,unfair treatment” from therefore not compllant with Article 17(1) 100, indude the following:

,differential pricing“
3.8.1. Increasing the price of the insurance product at renewal stage based on the
customer’s low propensity to shop around (low probability of churn);

» Adjusting Product Development Processes and Pricing Methods in a way that
the Insurer is able to document compliance to the upcoming new regulation

3.8.2.Increasing the price of the insurance product at renewal stage based on the
customer’s low price elasticity (also known as “willingness to pay”);

* This regulation is ||ke|y to be set in force by EIOPA as interpretation of IDD which Given that there is already a legislative framework in place that covers the use of differential pricing
. . . . ractices, supervisory statement, following & risk based approach, focuses on explaini ic|

would make local supervisors obliged to follow the interpretation of EIOPA. T o o e e s 15 e apeeaton o e ey T,

namely concerning the IDD and POG Regulation requirements. In view of the use of Al systems to
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EIOPAs upcoming Pricing Regulation — And what to do now

Insurers should take first actions now

KPMG has developed an approach to efficiently deliver insurer-individual impact analysis. Within this analyses, we are
providing a list of concrete steps to do in order to prepare for the upcoming regulation — including price-changes and changes in
desired portfolio-mix in order to prepare. This analysis includes:

1) Share understanding about upcoming regulation with you

Run workshops to share details of upcoming regulation, incl.

» Two scenarios for concrete outcome of the future regulation (minimum vs. maximum)

» Detailed heatmap of areas where P&C insurers are typically affected (incl. LoB-specific view)
» Examples of reactions observed in the market (esp. regarding prices changed already)

Unsere Agenda heute
= Practices :

2) Assess exposure of your insurer to this regulatory change

—— Sy ey Providing first assessment of your insurers exposure to this regulatory change by performing LoB-specific
== = interviews and comparing to KPMG benchmark-template, including the categories

e » Business Modell — incl. finding most relevant LoBs (normally Motor), pricing-strategies, impact to sales costs, ...
e * Product Development — incl. methodical updates required, updates on product-price approval process, ...

* Governance — incl. additional governance requirements, additional tasks for Actuarial Function, ...

| 3) Deep Dives (if very important issues are identified)

Where we identified specific issues that are very important to your insurer, we are offering to provide deep dives
relevant for your individual insurer, e.g.

e g B I | » Optimizing prices currently used (new business and business-in-force-analysis for renewal)
= » Updating the product approval process
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