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Introduction Posthuma Partners

» Established in 1997

» Dutch actuarial (boardroom) consultancy
and software company

» IFM™: a ‘need-to-have’ tool for control and
management of non-life portfolios: claims
reserves, pricing, validation of data and Risk
Based Capital compliance

» IFM™ is internationally recognized and
scientifically validated
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Real world problems & issues

» Actuarial staff, shortage or surplus
» Correct data, validation

» Improving portfolio profitability, insight in claims
reserves

» Pricing, scenarios
» Risk Based Capital compliance



Real world issues
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...and of course (issues continued)

> Reinsurance

» Claims levels — both in terms of cash out and
reserving — for the next few years under present policy

» Management information

: Pp



Pp

How to manage a portfolio for profit

— as an actuary

4

Integral Financial Modelling (IFM™)



Limitations of Chain Ladder or
other traditional methods

while there is no relation with (future) exposure and
it isn’t a stochastic model, either

» it can’t be used for pricing
» it can’t be properly used as a management tool

» there is no Risk Adjusted Loss or Risk Based
Capital targeting possible

) Pp



Idea behind IFM™ |

Using this software one individual can

» Manage the portfolio for profit

» Comply easily to all Risk Based Capital requirements
» Control data

» Tackle pricing issues and, finally

» Provide relevant management info




Idea behind IEM™ I} Pp

How:

With a stochastic model for future cash flow of the
payments due plus new premiums

Input:
» Loss triangles
» Exposure

Output:
A robust and precise model of your portfolio. Less effort,

more result



Theory in short | Pp

Modeling the incremental runoff triangles as a cross-section
table (including future), related to the exposure from the
past plus the exposure of new premiums

development fractions

exposure 1 1 1 ‘.11 |

Past

uncertainty
around future
ultimate 7 payment

loss

Future




Theory in short Il Pp

Efficient modeling by:

» (Rows) choose a settlement duration function (with
2 or more parameters)

» (Columns) choose a loss-ratio function (with 2 or
more parameters) — with a stochastic assumption

» Incremental cells (approximately) normal distributed
with an average and a variance depending on the

product of Exposure, Loss ratio and fraction of
settlement

That’s it!



Recognition Pp

Mathematics ‘under the hood’ are processed to user-
friendly software IFM™ (since 2001)

IFM™

» Internationally recognized: ASTIN, CAS CLRS, EAAC; also
AAC Bangkok November 2015

» Scientifically validated: Dutch universities of Leiden,
Nijmegen & Amsterdam

» Several actuarial papers:
. TR B E—
www.posthuma-partners.nl; in=f=and
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IFM™ track-record
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Output



Dashboard — IFM™ in practice
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IFM™ output | Development function - example




Pp

IFM™ output Il Ultimate loss ratio - example

|




™ output lll Reliability check - example
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IFM - Management Dashboard for non-life insurance - 2014 (example)

jox | ez | [o3 |  |os I

Premium Income Non-Life PM PM PM PM

Risk Adjusted Loss Provision (S 11) 12,257
Balance Sheet Loss Provision PM

12,289
PM

Difference

Development of loss ratios
-accident

-business property

-casco

-household

-MTPL

TOTAL

Trends in Risk-premium
-accident

-business property
-casco

-household

-MTPL

TOTAL

Volatility of reserves

claimsfrequency

-accident PM PM PM PM
-business property PM PM PM PM
-casco PM PM PM PM
-household PM PM PM PM
-MTPL PM PM PM PM
TOTAL PM PM PM PM

Remarks:

1) IFM produces a validated Solvency Il - outcome, difference is > 3%

2) Based on the Qi-figures, IFM predicted a breach of the underlying loss ratio / risk premium trend, already
Measures to be discussed

3) The process of reserving for household needs further investigation, volatility is more than 30%

IFM™ output IV — mgt. example



IFM™ output V- loss provision example p

(1) 15,011 326,502
2) (646) (26,960)
(3) 5,104 43,889
(4) = (1)+(2)*(3) 19,469 343,431
(5) 41,454 196,885
(6) = (5)-(4) (21,984) 146,546
OK Too low

341,514
(27,606

48,993
362,900

238,338
124,562



IFM™ output VI —risk premium,

(1)
(8) = (7)-(4)
9)

(10)

37,228
17,758
17,939
99.0
18.91

OK

not signalled
14,835
835

OK

19.7
406
914

499,398
155,967
123,072
126.7
166.12

Too low

2018

154,120
98.8

Attention

404
88.3
95.2

cashflow example

536,626
173,725
141,011
123.2
185.04

2018

168,955
97.3

39.5
86.2
95.1



Local partnership & Special offer Pp

Team Excellence Consultancy Company Limited

TeamExceLLenceConsulTING (T

Special offer (in coordination with Team Excellence)
» Free installation of software & reference manual
» Free coaching ‘on the job’ to have a quick start

» In-house workshop for THB 5,000

» Subscription fee/licenses: first year from
THB 300,000 to THB 900,000 to be in control of
your portfolio and data on a quarterly basis




Contact ?_

®
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For further information please contact:

Marc Dijkstra
tel.: +31 6 5195 2516
email: dijkstra@posthuma-partners.nl

or

TeAMEXCELLENCECONSULTING @

www.teamactuary.com tel. +662-655-0909
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