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About Me
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Managing Analyst, Financial Services, CB Insights

@mlcwong | mwong@cbinsights.com

e Managing analyst at CB Insights, leading a team of research analysts
covering startup, venture capital, and corporate strategy activity and
trends in financial services

e Launched and writes CB Insights’ Insurance Tech newsletter, which
reaches 40K insurance executives and investors

e Featured in The New York Times, The Wall Street Journal, Bloomberg,
CNBC, and The Financial Times; appearances on Bloomberg TV and
Business News Network

e Magna cum laude graduate of Northwestern University
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Today, P&C insurance is a $617B market in the US

Property & casualty industry premium mix
Accident & Health

* 40% of premiums are
private passenger auto

* 14% of premiums are

homeowners

Commercial Lines Personal Lines

&S CBINSIGHTS  source: s&P Market Intelligence, Fitch, CB Insights analysis



The nature of the P&C insurance industry today
sets it up for massive change

Existing business is Gro;Nth opportunities
hypercompetitive demand new approaches

&S CBINSIGHTS



The P&C insurance industry is becoming
more competitive every single year

Number of property & casualty filers, 2008 - 2018

2842 Hga Only 71 carriers have net
2794 written premiums >$1B

2769
2743
2706

2666

2639

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
& CB| NS|GHTS Source: NAIC, A.M. Best


https://www.naic.org/documents/topic_insurance_industry_snapshots_2018_annual_property_casualty_analysis_report.pdf?18

Many auto insurance incumbents are already
losing market share to direct writers

Personal auto market share over time, legacy mutuals & Allstate vs. direct writers
50%

45%

40%

35%

30%
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

[ 1 CB| NSIGHTS Source: William Blair, S&P Market Intelligence. Legacy mutuals include American Family, Farmers, Liberty Mutual, Nationwide, and State Farm. 8



The S100B small commercial market is growing,
but insurers will need to adjust to digital natives

~5% of small
business insurance is

con?rrzglrlcial bought through digital
DWP ($B) channels today.
But more than 60% of
small businesses in
Large & the US will be owned
Middle market by millennials/Gen X

by 2020.

2003 2008 2013

&S CBINSIGHTS  source: AM. Best, Conning, Accenture, CB Insights analysis 9



Cyber insurance is a major growth opportunity,
but has been bumpy as insurers remain cautious

Cyber insurance total direct written premiums ($B), 2016 - 2018

$2.00
$1.86 A
8% YoY
81.35 A growth
37% YoY
growth
2016 2017 2018

EE CBINSIGHTS  source: S&P Market Intelligence, Fitch, CB Insights analysis 10



Global insurance tech investment reached S4.15B
in 2018

Insurance tech investment trend, 2012 - 2018

Dollars (SM) Deals
$4,500 300

$3,000 200
- . I !
1 - 0

2012 2013 2014 2015 2016 2017 2018

EE CBINSIGHTS  source: Willis Towers Watson - CB Insights Quarterly InsurTech Briefing, Q4 2018 117



P&C-focused startups are outpacing L&H startups
for investment deals

Insurance tech deal activity, P&C vs. L&H, 2012 - 2018

200
P&C

150 /

" r /
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2012 2013 2014 2015 2016 2017 2018

EE CBINSIGHTS  source: Willis Towers Watson - CB Insights Quarterly InsurTech Briefing, Q4 2018 12



There are two ways
to think about tech
innovation in the
P&C industry



Enablers

Software products and services built for
insurance providers

&S CBINSIGHTS
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Three key reasons why enabling technologies
are more powerful in P&C today

|5

O

Ability to use cloud and
mobile in new ways

&S CBINSIGHTS
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Insurers are adopting the use of mobile photo
estimating in the claims process at a rapid rate

Half of Allstate’s insured vehicles are now

The number of insurers using Snapsheet’s virtual
inspected through its QuickFoto claim mobile app

auto claims technology has doubled since 2016

70+
eeee0 T-Mobile & 9:40 AM
£ Back Step 1

60

settled at an A.“State Capture Damaged Area
Drive-In Claim Center

4. Wait a fow minutes. 5. Drive OUL. v o sttt e o

Capture at least three photos of the
damaged area.

o o e s 0 4

Chnem Comters wery yow, 1Ty 8 wosdber o

You're in good hands with Allstate (£2)

Take Photos

2016 2017 2018 2019
&2 CBINSIGHTS  Ssource: News mentions, Allstate, CB Insights analysis



Mobile telematics providers are building up vast
datasets and aiming to shift customer behavior

"' i == CAMBRIDGE
\ | /4 Zendrive Il mMOBILE TELEMATICS
Driver miles (in billions) .
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== CB| NS|GHTS Source: Company blog posts, State Farm, Discovery Insure, CB Insights analysis 17
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&: CBINSIGHTS  source: cB Insights analysis

nile is entering the property claims industry,

ing down on time and cost

/{ Flyreel
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Three key reasons why enabling technologies
are more powerful in P&C today
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Ability to create and access
new data sources

&S CBINSIGHTS



Companies are pairing the growth of geospatial
data with advances in image classification

Nearmap provides enablers with vertical
coverage of >71% of the US population
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&: CBINSIGHTS  source: cB Insights analysis

In 2015, a deep neural network approach outperformed
humans in the ImageNet Challenge for the first time

ILSVRC top-5 error on ImageNet

30
22.5
15

7.5

2010 2011 2012 2013 2014 Human  ArXiv 2015
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450M safety inspections a year are completed
on SafetyCulture’s iAuditor app

Companies using iAuditor to conduct workplace e

inspections by year °
23 000 ...QQBELL?. infpnn::.;‘:f;multurem £ 100% -
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Three key reasons why enabling technologies
are more powerful in P&C today

7
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Ability to leverage
advancements in Al/ML

&S CBINSIGHTS
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Shift is aggregating claims data to build Al
models aimed at combating insurance fraud

Shift Technology insurance customers over time

7 0 PLATFORM
NEUTRAL
FORCE uses client
claim and policy
data in any format

NATIVE Al
ANALYSIS

to power investigations

Shift signs first

ALERTS &

] 75% HIT RATE

Insurance FORCE gives more ¥ ?OORILFICﬁTIOINS
accurate information with : Szﬂt Shreda -time

CUStomer fewer false positives than alerts or batche

any solution in the market
Y cases to fraud handlers

2015 2017 2018

== CB| NS|GHTS Source: Shift Technology, News mentions, CB Insights analysis 23

With contextual guidance

notifications for suspicious
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Challengers

Insurgents becoming insurance providers or
distributors themselves

24



Remember P2P insurance?

200

150

100

50

Wikipedia revision history:
P2P Lending vs. P2P insurance

P2P Lending
P2P Insurance
O A & NV DB M OB o AN\ B O
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&5 CBINSIGHTS  source: Wikipedia, Lemonade, CB Insights analysis

Lemonade homepage:
Then and now

December 2015

et

The world’s first Peer to
Peer insurance carrier

Today

Jemonade
Forget 'ything You
Know A t Insurance

Instant everything. Killer prices. Big heart.

25



The real change came from reinsurers and
carriers enabling digital MGA startups

Applying the MGA model to venture-backed Now, programs such as Munich Re Digital Partners
insurance startups used to be rare have helped venture-backed MGAs proliferate
®
P])esurance
Online Auto Insurance s Wl B e S
(1999)
Blink B covorormany DROVER getsafe £2Hippo
THE CLIMATE
CORPORATION Jetty @ NEZSL! nimbia i quver
(201 3) trov S&:Ce Cyn— se-sure a
Metromile 8 O tcker e gn
(2013)

&: CBINSIGHTS  source: cB Insights analysis, Munich Re 26



Challengers are attacking incumbents across
three vectors

‘ EE O
S 9%
o) °@ O O

Cloud and mobile Use of data/Al Customer acquisition

&S CBINSIGHTS
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Root's try-before-you-buy approach to mobile
telematics is growing fast

Root Insurance, direct written premiums (SM)
$88

$51

$33

$15
38

$3

Q417 Q118 Q218 Q318 Q418 Q119

&: CBINSIGHTS  source: Root, CB Insights analysis 28



Coalition is taking a dynamic approach to
underwriting cyber based on cybersecurity posture

c Dashboard My Policy Claims  Apps Q (9 (@ Andrew Metier ~

Good afternoon Andrew m

11 342 1,324 87th 93rd Your Broker

Notifications

TODAY

@ Compromised credentials discovered

Paul Smith { 1 min ago
g er ¥ 12 users have been compromised. Learn more
O New version ofWordPrgss available. ) Upgrade SoRware X p.smith@acmebroker.com . R
Upgrade to WordPress version 4.9 for the latest features and security updates. /& New security patch available for Magento
[ 1min ago
Policy Info ¥  Threat level “severe” for Magento. Update now
Apps
POLICY NUMBER umr
| | R 00000 ©) DDoS mitigation enabled
Domain Reputation @ 1Alert Congrats, we've improved your coverage. Learn more
t checked 4h agc > COVERAGE PERIOD
Jul 172017 - Jul 17 2018
0 Learn how to prevent funds transfer fraud .
L]

YESTERDAY
i @ Multimedia Content Liability

ntial Monitor
Credential Monitol ® 10 Alerts

v
b

Business Interruptions and Extra Expenses

. Avoid becoming a victim of wire fraud. Learn more
= Breach Monitor © No activity Included Coverage
g tonitors f ¢
e v : G Network and Information Security Liability

0 New version of Apache available

Cyber Extortion Upgrade to 2.4.27 for latest security updates. Update now

e @

3 Threat Monitor  No activity i@! Digital Asset Restoration R
g G et scior e . © Anti-ransomware enabled

Regulatory Defense and Penalties

A

Good news, you qualify for a premium discount. Learn more

&= CBINSIGHTS  source: Coalition, CB Insights analysis



Hippo leverages a trove of data to pre-fill home
insurance information

Z3\Hippo

Data analyzed on the back-end:
We found your home!

Take a look and modify anything if needed. _ ° Tax and COUﬂty I’ECOI'dS
o o e  Aerial and satellite imagery
1994 9508 sq ft Concretetile - 1999 (from different points in

: - : time)

sreetemy o oo - Inspection reports

» Past claims reports
Listing information

CONTINUE

&: CBINSIGHTS  source: Hippo, CB Insights analysis 30



Next Insurance is striking partnerships across
different types of small businesses

Next Insurance now covering over
1000 classes of business

May 21,2019

Choose Your Profession

' L)
) oty @) f
Caterer Dog Walker Restaurant Retail Store
<] P P )
&9 s g
Engineer Architect Real Estate Property
Agent Manager

Other

&S CBINSIGHTS  source: Next Insurance, CB Insights analysis

/\ /

=

eCommerce

=

Accountant

ABOUT US COVERAGE WHO WE INSURE

Affiliates Pages

General Liability Insurance - Lula
General Liability Insurance - Fundera
General Liability Insurance - godaddy
Photographer Insurance for SnapKnot
Photographer Insurance for PhotographyTalk
Photographer Insurance for Kodakit
Photographer Insurance for Iris Works
Personal Trainer Insurance - NESTA
Personal Trainer Insurance - NASM
Personal Trainer Insurance - KIPS
Personal Trainer Insurance - AFPA

Personal Trainer Insurance - ISSA

SUPPORT

LOGIN

31



Why incumbents \
need to act faster



Insurgents are unbundling multi-line carriers

INSURIEY E@I éﬂlppo | Ladder Fabric ETHOS <) bestow
z thezebra vV Health 1.Q.

@Allstate i (@Al a8 |INSURANCE & MORE ~ CLAIMS » TOOLS & RESOURCES ~
SELECTA PRODUCT TO GET AQUOTE. nce? £all 1-800-54-STORM te-file a claim.
Retrieve a saved quote °
— — {insureon

”~
9 ! 02 / e Auto o Home /;/ - . — Ca ¥

Your Location Is Set For - :
I
Newyork, NY 10001 Edit location @

& clearcover

\

(- coverwallet

R o o T o Condo 9 Motorcycle
e Boat e ATWREC.Vehicle
Ve

emm,a&eM ©) oo nsunce <y wremnc :mj =
’ é o 'HuckleberraL

Fi
e naAn Agent sonalized-tnsurance Quote Today.

J tt A great rate is just a few W
e y - @ PIE INSURANCE
elect coverage type Your ZIP

Auto ~ Your ZIP Get a quote >

Retrieve a saved quote

EMBROKER

== CB| NS|G HTS US-based startups (not exhaustive), for illustrative purposes only 33



Direct writers now have their sights on small
commercial

PROGRESIWVE  nsurance  ciaim

COMMERCIAL
BUSINESS INSURANCE BUSINESS OWNERS POLICY GENERAL LIABILITY CONTRACTORS
’, .
We've Hit Reset on Small
Types of Coverage
o
From basic coverage to specialized protection, the Progressive Advantage® Business Program offers several types of BUSIHESS Insurance.

commercial insurance to allow you to get the right coverage for each stage of your business's development

THREE‘ WHY THREE ~ THEPOLICY OURSTORY  CLAIMS  FAQs Spack toon Vet

1-800-507-4495
BY BERKSHIRE RATHAVRY

General Liability Commercial Auto

Most small businesses need thi:
guards against things like

verage. It
ily injury, property

You probably need this coverage if you use your
ur business. This can inc

damage, completed operations and advertising leen job 3 king deliveries, or
injury that arise from your business. Sometimes transporting tools and e t. It provides
@ people refer to tf age as "business Quote PN r dar pro n for your '
insurance! business vehicles and trailers,
More info More info cl
r
Professional Liability Cyber Insurance ‘ L ﬂ

) ti Protects against electronic threats, such as data
p sional sel or ad nst m breaches and cyber-attacks. Businesses that
claims of negligence like giving incorrect advice or or process sensitive data like credit card

0€

failing to deliver a servi also known as Errors information or client records should consider this A new kind of small business insurance.
and Omissions (E&O) erage
More info More info . -
E— E— Protect your whole business with one
comprehensive and simple 3-page
Business Owners Policy (BOP) Workers' Compensation

es. It helps pOIicy'

pay for things like medical costs and lost wages of
employees who become injured or il on the ob No gaps between policies, no costly brokers, no lingering doubts. Just

This protects you and your employs

- straightforward, jargon-free, easy-to-understand coverage.
Quote

Mare info More info

&2 CBINSIGHTS  source: cB Insights analysis 34



Big insurers are already preparing for an
autonomous future

Number of patents mentioning “autonomous vehicle”

WWWWW

& staterarm |

Z00X

0 50 100 150
&: CBINSIGHTS  source: cB Insights Patent Analytics

200

250
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How incumbents
should prioritize
threats and opportunities

@

N\



Understand that new entrants aren't limited to

insurtech startups anymore

"The success of the auto
companies getting into the
insurance business are probably
about as likely as the success of
the insurance companies getting
into the auto business.”

&S CBINSIGHTS  source: 2019 Berkshire Hathaway Annual Meeting

Auto companies are getting
into the insurance business

37



Focus on where control of your customers and

their data is changing

~°
Online payroll platform Gusto Digital mortgage software
works with 60,000 small provider Blend processed
businesses, up from 50 more than $230B in mortgage
in 2012. loan applications in 2018.

&S CBINSIGHTS  source: News mentions, CB Insights analysis

Credit Karma Auto provides a
one-stop shop for car info,
such as car insurance
estimates, to 1T0M+ users.

38



Don't just copy the startup playbook, incumbents
won't always find the same opportunity for growth

&S CBINSIGHTS

{‘
by CHASE ©)

Launched: 2018
Shut down: 2019

* 50% of Finn users were existing Chase

customers

 Unwilling to compete on annual % yield
 Undifferentiated on mobile banking features

39



Focus on prioritizing emerging tech trends

Commercial data

Drone inspections Geospatial analytics automation Virtual auto claims Conversational Al
Market strength Market size: Commercial drones Market size: Geospatial data Market size: Natural language Earnings calls: 75+ mentions Earnings calls: Mentions of
stats to reach $3.6B by 2024 analytics to reach $74B by 2021 processing to reach $16B by of “auto claims” since the “chatbot” up +363% YoY (1H18
VC funding: Five-year high of News: Mentions of “geospatial 2021 start of 2017 vs. TH17)
$568M in 2017 data” +45% YoY in 2017 Patents: 300+ NLP patents filed VC funding: $316M total funding
since 2016
Startups Kespry, DJI, Airware, Cape Analytics, BetterView, Groundspeed Analytics, Snapsheet, Metromile, Rasa Technologies, Spixii,
PrecisionHawk, EagleView Orbital Insight, Insurdata HyperScience, Captricity, Eigen Tractable Rightindem, Pypestream,
Technologies Automat, Ushur, Avaamo

Notable investors

i_-' olaman {'ﬁ
g @7 A Sachs ey ﬁ SVC
eneaie v ' QBE OAK N
o LSRR ’gﬂh Wk rrors HC/F X, [tac] USAA®

Partnerships

FAFARMERS  kespryZ=  MunichReE 2= < Betterview Am Emmdsne% L

e RIGHTINDEM
AVIVA sngpshee’r v

Others: Munich Re with Others: Nephila Capital, Security Others: QBE with HyperScience, Others: Tokio Marine with Others: Helvetia with Rasa,
PrecisionHawk First with Cape Analytics Hiscox with Eigen Technologies Metromile, Ageas with Hiscox with Hi Marley
Tractable

&E CBINSIGHTS 40



Focus on prioritizing emerging tech trends

Insurtech-as-a-service

Commercial data

Hyperlocal weather analytics  augmentation

Cyber risk analytics

Commercial auto telematics

Market strength
stats

Startups

News: 120 mentions of “on-
demand insurance” since 2016

Boost Insurance, REIN, Qover,
Slice, Sure

Market size: Small business
insurance to reach $100B+

Earnings call: Mentions of “bad
weather” +97% YoY (1H18 vs.
1H17)

Jupiter Intelligence, Climacell,
Understory Weather

Carpe Data, Datacubes, Planck
Re, Digital Fineprint

Market size: Cyber insurance
to reach $20B by 2025

CyberCube, Cyence
(Guidewire), Corax, Cyberwrite

Market size: Commercial fleet
telematics to reach $55B by 2021

Zendrive, Samara, Octo, Mobileye,
Nauto

Notable investors

- Liberty
Mutual
t; ASSURANT

DC
>C

true ventures

Canaan AQUILINE

ARBOR

\/ Symantec

NEA

ANDREESSEN
HOROWITZ

@ SoftBank

Partnerships

%Lihert}' Mutual
INSURANCE

Others: XL Catlin, Progressive, and
Legal & General, The Co-operators
with Slice, Chubb with Sure

=IN

AQBE Owrrr @) Allstate.

Others: Pacific Specialty with
Understory Weather

{CARPE DATA

CcCHUBB E:E CyberCube

Others: Zurich Insurance and
AGCS with Cyence

W7 Zendrive

FINANCIAL HOLDINGS, INC.

Others: Munich Re with Mobileye,
EMC Insurance with Octo

&E CBINSIGHTS

'Note: year-over-year (yoy) reflects Q1'18-Q2'18 vs. Q1°17-Q2'17
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INDUSTRY ADOPTION High

Low

TRANSITORY

- Corporate interest and adoption

- Uncertainty about size of
market opportunity

EXPERIMENTAL

- No widespread adoption beyond
pilots or early-stage companies

- Early adopter-driven tech & trends

NECESSARY
- Widespread industry and customer
adoption and investments

- Market and applications
are understood

THREATENING

- Large addressable market forecasts
- Notable investment activity

- Patchy/uncertain adoption

Low MARKET STRENGTH High

NEXTT
Framework



The NEXTT framework’s 2 dimensions

Industry Adoption (y axis)
Signals include:

@ momentum of startups
in the space
A P

ﬁ media attention

A customer adoption
d (partnerships, customer,

licensing deals)

&S CBINSIGHTS

Market Strength (x axis)

Signals include:

market sizing forecasts

quality and number of
investors and capital

investments in R&D

v

.

earnings transcript
commentary

competitive intensity

incumbent deal making
(MRA, strategic investments)
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INDUSTRY ADOPTION High

Low

TRANSITORY

Trends seeing adoption but where there
is uncertainty about market opportunity.

As Transitory trends become more
broadly understood, they may reveal
additional opportunities and markets
that spur resources being deployed
towards them.

EXPERIMENTAL

Conceptual or early stage trends with
few functional products and which have
not seen widespread adoption.

Media interest and proof-of-concepts are
spurred by the potential of trends.

NECESSARY

Trends which are seeing widespread
industry and customer implementation /
adoption and where market and
applications are understood.

For these trends, incumbents should
have a clear, articulated strategy and
initiatives.

THREATENING

Large addressable market forecasts and
notable investment activity.

The trend has been embraced by early
adopters and may be on the precipice of
gaining widespread industry or customer
adoption.

Low MARKET STRENGTH High

&E CBINSIGHTS

NEXTT Trends

We evaluate each of these trends using
the CB Insights NEXTT framework.

The NEXTT framework educates businesses about
emerging trends and guides their decisions in
accordance with their comfort with risk.

NEXTT uses data-driven signals to evaluate technology,
product, and business model trends from conception to
maturity to broad adoption.

The NEXTT framework’s 2 dimensions:

o INDUSTRY ADOPTION (y axis)
Signals include momentum of startups in the space,
media attention, customer adoption (partnerships,
customer, licensing deals).

o MARKET STRENGTH (x axis)
Signals include market sizing forecasts, quality and
number of investors and capital, investments in R&D,
earnings transcript commentary, competitive
intensity, incumbent deal making (M&A, strategic
investments).
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High

INDUSTRY ADOPTION

Low

EMERGING TRENDS IN P&C INSURANCE

TRANSITORY NECESSARY

Conversational  Virtual auto claims

Al o
. Smartphone UBI
Geospatial analytics
Drone inspections .

Insurtech-as-a-service Robotic process automation

o
®
Commercial data augmentation
o
Commercial data automation
Cyber risk analytics (]
o

Hyperlocal weather analytics Smart home sensors

Py o

Embedded home insurance
o
Workplace wearables
o

EXPERIMENTAL THREATENING
Low MARKET STRENGTH High

&E CBINSIGHTS

NEXTT framework

Underwriting & risk selection

Product design & distribution

Customer engagement

Claims management & prevention
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WHERE IS ALL THIS DATA FROM?

The CB Insights platform
has the underlying data
included in this report

CLICK HERE TO SIGN UP FOR FREE



https://app.cbinsights.com/signup?

