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The (Re)Insurance Industry & Current
Challenges

The Reinsurance industry has been playing quite a crucial role in the insurance
value chain over the years. They provide insurers with the ability to increase their
underwriting capacity, along with access to expertise in innovation when it
comes to products, pricing, and claims for emerging risks.

In the current scenario, here is the break up of where the insurer’s main focus
lies, which needs a shift and one that can be achieved with Artificial Intelligence.

The top three elements forcing reinsurers to rethink their strategies are:

Advances in technology and
shift in business models
have led to insurance
companies changing their
way of operations, becoming
more comfortable with the
risk factors, which in turn
affects the demand for
reinsurance [in the property
and catastrophic loss
arenas].

Big data, analytics and
smart technology enabled
with real-time data, increase
in sources for data and
today’s customer willing to
share data for better
insights which in turn
translates to better service,
personalized & innovating
product offerings and
subsequently enhanced
customer experience.

Emerging risks such as cyber security, liability that comes
with driverless and autonomous vehicles, IoT devices,
drones and other sensors are causing market disruptions
globally. These innovations have brought about new
[re]insurance programs to help the agents adapt to the
evolving markets. [Re]insurers need to look at the talent
pool with the required skills to match the growth in needs,
technology and customer expectations.
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While these might seem daunting, [re]insurers do have an ace or two up their
sleeves. Looking at the growth in data and the advances in technology, including
Artificial Intelligence [AI] and Machine Learning [ML] capabilities, [re]insurers have
understood the value of emerging new opportunities and the need to learn to stay
on top of the game.

In 2019, within the 1st six months, the global economic losses due to man-made
disasters & natural catastrophes was at a whopping $44 billion, of which nearly
$25 billion was covered by the [re]insurers.

Which aspect of Insurance are insurers focussing on with AI implementation-

Customer
Experience

58%

43%

18%

Process
Optimisation

Product
Innovation
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Artificial Intelligence in The (Re)Insurance
Industry

If you have been following the journey of Artificial Intelligence (AI), you would
know John McCarthy [a scientist] coined the term way back in 1956. He defined
AI as “the science and engineering of making intelligent machines”. While the
meaning remains the same, how AI is used has evolved over the years. Today, AI
is not just a dream, but a reality, it is all about using the human intelligence in
machines and automated systems that is transforming the face of businesses,
insurance being one of them.

Artificial intelligence is the science of making machines do
things that would require intelligence if done by men ~
Marvin Minsky [Leader in AI research in the 1950s]

How Artificial Intelligence Will Impact the [Re]insurance Industry

01

02

03

Reducing information asymmetry
and bringing comprehensive and
dynamic observability in the
insurance transaction

01

Improving efficiencies and
insurance product innovation

02

Creating new “intrinsic” AI risks

03



Artificial Intelligence [AI] encompasses all intelligent systems and insurers who
have the ability to learn, adapt to changes and successfully implement them into
the business ecosystem. AI is about big data, analytics, cloud computing and of
course Machine Learning. AI is largely used by companies to study and profile risk
elements, which in turn will help with other functionalities- starting with
underwriting all the way to claims processing.

To get an idea of how valuable [re]insurance has become in today’s era, take a
look at the image below,
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Using algorithms, the systems process the data, analyzing them
along the way to provide insights and information that
[re]insurers can use across the customer journey. While it
continues to evolve, the risk profiling from the data extrapolation
is where the main focus of AI lies. While it reduces operational
costs, there are threats to the system, such as privacy. The right
balance between AI and other elements will help align it with the
market demands and social initiatives. Only time will tell how
successful that is.

Reinsurance 244

27

17

-87

-235

Economic profit by segment [average for 2011-15- USD millions]

Property &
Casualty

Brokers

Life & Health

Multi-line
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AI Application Areas:

[Re] insurance companies are still
learning the full depth of AI and
how it will transform their
business, but for now they are
working on digitization to improve
data and Lead Management
Systems (LMS), help them partner

with Insurtech firms to leverage their advanced analytic technologies and tools.
Today, if you did a survey among the various [re]insurance firms, you would find
AI is largely used in underwriting, risk selection, pricing, fraud detection, claims
and using Chatbots to interact with customers. There is more to this, which will
evolve with time and efforts.

In a report generated by McKinsey, they studied the [re]insurance business over a
period of five years (January 1, 2012 to June 30, 2017)- [re]insurers generated a
total return to shareholders of close to 20%, which was more than the rest of the
insurance industries (which stood at 13%). The one point to accept is that this
growth in [re]insurance space was driven largely by a series of catastrophic
events.

Implications And Applications Of AI Within
The (Re)Insurance Industry

Artificial Intelligence [AI] has become one of the most critical and essential tools
for insurance business, particularly [re]insurance. It has been helping the
[re]insurers adopt new technologies into the entire business of [re]insurance, and
driving the business ahead. AI has even changed the way people think and
perceive products or services in this digital era.

AI and ML have reduced the disconnect with data and information between both
[re]insurers and their customers. Insurance companies have also begun using
enhanced data analysis and predictive analysis - both of which help monitor and
assess the risk. Subsequently, AI also improves efficiency and innovation.

Reinsurance

Reinsurers have outperformed the overall insurance industry in the past years-
yet valuations remain moderate

Total annual returns to shareholders, January 1, 2012 - June 30, 2017
[CAGR in percent]

20%

13%Primary Insurance



AI & the new business model

InsurTechs have been known to use AI, ML and other advanced technologies in
areas such as claims processing, with the focus on offering better customer
service and in the process accomplishing high levels of compliance. They have
also taken AI elements into data rich processes or those involving pricing like
underwriting or offering personalized products.

Another side to AI in [re]insurance is that it has impacted the lives of insurers with
reference to efficiency, boosting sales, tracking their performance and equipping
them for the future. Companies are now utilizing the features inbuilt into AI tech to
identify resources who are performing well, or who require training, and to identify
new opportunities for sales. While most of the routine tasks are automated, the
human element will continue to be present in the business of insurance.

We can therefore say (re)insurers are now able to offer better service to their
customers by understanding their needs better
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Transformation with Artificial Intelligence

Artificial Intelligence has sure come a long way. From Robotic Process Automation
[RPA] solutions that have streamlined how the insurance business handles
customers to automated systems [IOT, ML, and others] including web/mobile
applications to systems that monitor the customer’s lifestyle, driving patterns and
other habits, the entire insurance process is automated and seamless.

AI has the ability to reduce strain on humans, increase accuracy, reduce frauds
and inconsistencies, shows Machine Learning & Artificial Intelligence has definitely
changed the way insurance and [re]insurance companies are approaching the
market.

To understand the transformation in the [re]insurance sector with AI, here are the
key areas listed below,

01 Redefining basic [re]insurance
business

Traditionally, the insurers and the
insured were working with two
different sets of information. They
connected only when it was time
for some action to be taken-
renewal, maturity or claims. But
then with the adoption of new
technology and systems, real time
data has become available to all
parties involved. Infact, today, data
can be accessed from any device,
anywhere and at any time.

Insurers can thereby offer:
• Personalized customer

experience(CX) with better
underwriting abilities

• Automate claims analysis and
settlement

• Innovation through early
detection of risk and upcoming
trends

• Reduction in acquisition cost of
new business

• Business intelligence with real-
time based dashboards for data
driven & informed decision
making
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02 Transforming the risk element

Risk can be divided into 2- one is the operational risk while other is identifying
possible risks.

When RPA is used in collaboration with smart data extraction tools, the
reinsurance companies can deal with the high volume of repetitive tasks. This will
help manage the data that is gathered from various sources, some of which is
unstructured. Automation can reduce TAT - quote generation for reinsurance
contracts. Apart from this, RPA also helps in creating one single repository for the
documents submitted, easy tracking and faster claims processing as well. A
critical aspect of advanced analytics is the catastrophe risk modeling as it has a
direct implication on the risk selection and prevention

Moving on to the other kind of risk, identifying potential risk elements when it
comes to the entire process is a key task for the reinsurance firms.

For example, if there is a bug in the automated system, and it has generated a
report that is inaccurate, or if the terms offered to the customer are
unsatisfactory, then the risk transfers instances are quite high. The business of
reinsurance is one that involves a high level of risk, which translates to quite a
large sum of money, which is at stake.



The Neutrinos Advantage

In the near future, the company CEO or Chief Underwriting Officer will be able to
speak to the AI based Chatbot and ask questions like “Show me how to increase
our profits by 10% and optimize cost” and the machine will actually be able to give
a response to this within seconds. It is not a dream, or something out of a science
fiction novel. It is a reality, and these components do exist.

At Neutrinos, having been at the forefront of digital transformation and helping
customers redefine their businesses, we know the impact Artificial Intelligence
has on the business. While we do understand that the [re]insurance market is just
growing, it is clear that to make the entire underwriting process better, AI is going
to play a major role.

With technical expertise and vast experience to drive automation, optimization of
operations, and innovation - using a data driven approach, the Neutrinos low code
platform and technical services suite supports all AI ML capabilities, helping
organizations leverage new age technologies to transform customer experiences.
The Neutrinos low-code solution is less expensive, faster to market and easier to
deploy than you might think.

With our insightful and incisive approach to developing affordable business
solutions, we ensure that clients are able to leverage the disruptive edge of
technology while at the same time keeping an eye on their ROI.
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03 [Re]insurers & the need to integrate with AI

In this competitive market, it is essential to stay ahead of the game and the only
way up is by embracing these changes. Portfolio optimization by assessing the
real time data will help them shorten the decision making time and provide
customized services to the clients. Natural Language Processing [NLP], Internet of
Things [IoT] need to be incorporated into the platform to drive sales and profit.
[Re]insurers are also looking at Customer Analytics and Social Analytics, which
have not been explored much in the reinsurance sector .

As the reinsurance industry continues to evolve & grow, it is crucial to be aware
of these technological advances and the [re]insurers need to utilize the available
tools to not only process the data gathered, but also look to convert the arising
opportunities into business revenue, thereby generating customer success.

TALK TO US!

https://www.neutrinos.co/contact-us/
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Neutrinos is a Multi-experience Development company that offers a
platform to ideate, transform, and build complex enterprise
applications within days – or sometimes hours. Neutrinos is
headquartered in Singapore and has operations across South Africa,
South East Asia, India, and the USA.

comms@neutrinos.co

www.neutrinos.co

https://in.linkedin.com/company/neutrinosindsa
https://www.facebook.com/Neutrinos.co/
https://twitter.com/Neutrinos_co

