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IFR$17 Building Blocks

1. IFRS17 Building Blocks

3. Israel vs. World

¢ Transition Approaches
» Discount Rate

» Bow Wave

% Risk Adjustment

% OCI option
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IFR$17 Building Blocks

v O O U OO o U

» Estimates of future cash flows “
¢ Contract boundary

¢ Cash inflows / outflows

» Discountrates

» kRiSk adjustment for non-financial
IS

» Gontractual service margin (CSM)
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IFR$17 Building Blocks
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Discounting
adjustment

recognition

cash flows

Expected future
cash flows

Time value Adjustment for
of money non-financial
risk

Expected future cash flows - best estimate
assumptions
s Could be net inflows or outflows
+ Time value of expected cash flows calculated
at current discount rates
s 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)

English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization

m © 2024 KPMG LLP, an Ontario limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private



CSM.
NewKPI'S

© 2024 KPMG LLP, an Ontario 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. The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization



Profitability analysis - RA + GSM release
as a % of insurance service result

250% - RA released/CSM released compared to insurance service result in H1 20231
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1 The disgram is for llustrative purposes only and shows how 41 insurers could be compared in terms of the RA released to insurance revenue in the reporting pericd and the CSM released in the period
for insurance contracts services provided ve the insurance service result for the pencd.
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https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2023/09/isg-real-time-ifrs-17-half-year-reporting-talkbook.pdf

(2 CoM  NowkPls ]
‘Organic’ GSM movement

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

Organic mavement
J

Mew C3SM Experience  CSM Closing CSM
recognised varlancag Tecognised
Opening CSM Accretion of in profit or
interest/ loss Changes in
expected actuarial
changes in methads and
variable fee” assumptions

1 Certaln movements can be positive or negative. The chart Is provided for Nustrative purposes only.
2 Oriy for VFA contracts.
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Sustainability - New GSM as 7% of CSM Release

MNew CSM recognised/CSM released in H1 20232
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3.Israel vs. World
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3. Israel vs. World

Transition

Impact onequity as at1Jan2022 as
disclosed inthe FY23 accounts?
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3. Israel vs. World

Transition

Transition approaches by line of business'’

Life & Health  Mon-Life Composite Bancassurer  Reinswrer
u FHFI. -MHA L] |—_|||||'_||!||_
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3. Israel vs. World

P —
Discount Rate
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3. Israel vs. World

P
Discount Rate
. IFRS17-DiscountRate |

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

Possible discount rate range
High

Bottom up Top down

L___:_______________ B [ fl

_—‘-'-F-d-
_-'--
Yy __—

Risk free term structure H___,f-'"x Portfolio Selection
(long duration Gowvt. Bonds ‘__-f""- [equities,investments
are usually available) Adsjmnt. for B properties, credit rating)
Hliguidity
(imarketable vs. Low Term structure and duration

non-marketable) adjusments (regression, etc.)

Other adjusment

(LGD/PD estimates, ratings, etc)

2020 ,9'1V 2Iv.¥ ,'702N00IX." [II'NN UY'Y N0 — IFRS17
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3. Israel vs. World

P —
Discount Rate

Discountrate methodology

B Bottom-up B Top-down
m Mixed mHybrid
mApproach not specified

Insurers’ First Annual Reporting Under IFRS 17, KPMG April 2024
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3. Israel vs. World

P —
Discount Rate
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3. Israel vs. World

P —
Discount Rate
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3. Israel vs. World

P —
Discount Rate
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3. Israel vs. World

(s ol o Word
Bow Wave Effect
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3. Israel vs. World

P
Bow Wave Effect
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3. Israel vs. World

P
Bow Wave Effect
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3. Israel vs. World

P
Bow Wave Effect
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3. Israel vs. World

P
Bow Wave Effect

Allianz

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 IEFRS 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.
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3. Israel vs. World

A —
Risk Adjustment

~ Number of insurers by
disclosed confidence level'2
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Number of insurers
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m Heporting entity =L&H =MNon-Life
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3. Israel vs. World

A —
Risk Adjustment
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0CI option

KPMG

Percentage of insurers by region that apply the OCI option to IFIE

80%

69%

70%

60%

50%

% OF INSURERS

40%

30%

20%

10%

0%
Africa Europe ASPAC Americas
7 OCl option applied
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