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Our Missions

HArMONY

To promote and maintain the spirit of fair deal and harmony between and among insurance
buyers, intermediaries and insurers.

ERFRMENREIT - (B MAERRARA ~ R ARERAETHEEHR

Know-How

To prepare, promote and conduct educational seminars, forums, lectures and workshops for
the benefit of its members.

REREEBNEE  FLEBAMTERIN  IRAEZEMF -

CoONCERN

To communicate and to coordinate with government, associations, insurance companies or
any other persons in regard to all matters relating to insurance or insurance intermediaries
which may be considered to be for the benefit of members and the general public .

ERHEAMBUTEM - wBAEM  CEKE KRB LIEEE SENHEREE
HRBEERPN ARERNRBX

INTEGRITY

To enhance self-dignity of the insurance intermediaries through deeds of integrity.

BICPNMANBEE - BE - EH - #ENEHER -

INFORMATION

To collect and disseminate amongst the members, information in regard to all matters relating
to insurance or to the practice, duties and obligations of insurance intermediaries by means of
periodical newsletter and alike.

BBTE MY - WEMERRBEER  RERTTAEE  BEEMEBSEHE -
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My perspective about Banks doing Insurance
anywhere in the world (including Hong Kong)

In May 2005 there was extensive flooding in the City of New Orleans,
USA after the hurricane Katrina. Most of the residents suffered and were
faced with the damage of their homes and their properties such as cars,
houses, etc. Some of the residents were even found dead. Naturally
their property or their houses were found valueless during that period
of aftermath. The Government or some residents may even think of
abandoning the entire City.

There were two families in the same block in the City were facing the same adversity where their
bread-earner-father did not survive the hurricane. Both families, fortunately, had a LIFE Assurance in
place , ideally to protect the family.

Family ‘A" were happy that they had their own policy with their own Insurer and they obtained the
proceed of the Policy and were free to spend the money for the best interest of their family. However,
Family ‘B’ had a Policy which is a Mortgage Life Plan through their Bank. As such they were unable
to get a dime (or a dollar) from their Insurance Policy because the Policy proceed would go directly to
their Bank to pay off the mortgage. Family ‘B" were still in the same serious financial trouble although
their mortgage of their House had been fully paid off----bearing in mind their House could be not sold
or realized at all under such situation.

In Hong Kong | would wonder how many Mortgage Life Policies in the market are placed through
the Banks------ which can be very devastating (or double jeopardy ) for the policyholders in the event
of major or medium-size disaster in the community. The Banks are of course happy to have these
arrangements as the Policies are to protect their interest.

This is exactly the situation where a great majority of the insuring public around the world (not just
Hong Kong) may not be aware.

Do you think our Insurance Authority or the Government are aware of this ???

This is only one of the disadvantages. The Insurance so arranged through independent intermediaries
is to protect the family while that through the Bank is certainly to protect the Bank, themselves. There
are also few other conflict(s) which the Banks are not willing to share or disclose to their customers at
the time of purchasing such as choices of plans, stable grace period after expiry, independent expert
advice and so on.

20106 7822011 R E
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From the page 20 of the Consultation Paper (on Proposed Establishment of an Independent Insurance
Authority) released in July 2010, it was known to the Insurance Authority that there are 26.4% of the
total insurance intermediaries (18,000 out of the total of 68,000) are bank employees involving the
sales of the insurance products. It was further stated that more than 30% of insurance products sold
in Hong Kong are distributed through the Banks.

AS such the situation is not so ‘sweet’ in Hong Kong. In some countries it is understood that their
Insurance Authority or Regulators would not allow the Banks to sell insurance at their retail level or at
their branches. The reason is so obvious.

Further it is also their law to prohibit “Tied Selling” by the Banks and its agents. “Tied Selling” is
defined very clearly that when a person doing a transaction (e.g. mortgage application) with the Banks
or Financial Institution, is required to transact additional business (e.g. insurances) with the Banks or its
agents. The purpose is simple-----just to protect the members of the public.

There are also some restrictions under the law to own Insurance companies by the Banks.

Nonetheless in Hong Kong we have too little defensive tools to protect the insuring public and the
Government Authority are t00........................

We all know in our industry the Agents are representing the Insurers and the Brokers are representing
the Customers (ie the insuring public). BUT The Agents in the Banks are representing both the
Insurers and THEIR BANKS.

The worst is that the Bank staff would NOT properly disclose the fact that the insurances so
arranged would only protect their Bank’s interest, not the policyholders’.

Eric K Chui

Mr. Chui graduated from the University of Hong Kong specialized in Civil Engineering in 1974 and has engaged in Insurance
since then and was awarded as one of the selected Outstanding Businessmen in WHO'S WHO by the International Business
Edition in Hong Kong in 1986.

His professional life is further augmented through his active participation in other community services in both Hong Kong &
Vancouver, Canada.
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“How to Compete in the Era of Widening
Channels of Distribution for Insurance”

In order to provide a more holistic service to its clients, banks are
extending its product range from the traditional deposit related products
to investment related and insurance related products. Insurance products
sold through banks are now commonly known as “Bancassurances”.
These insurance products are predominantly individually related such as
life insurance; insurances for the house; the motorcars; personal health
and personal accident insurance etc. According to the latest statistics
released by The Hong Kong Federation of Insurers as at 2009 there were 58,787 registered agents in
Hong Kong. It was not known how many of these worked in banks.

Banks enter into agency agreements with insurance companies according to rules laid down by the
Insurance Commissioner. In many circumstances banks also own the insurance companies they
entered into contracts with. Banks’ front line staffs have to qualify as insurance agents before they
are allowed to sell insurance products. In other words banks and some of its staff become part the
insurance intermediaries. They differ from insurance brokers, another form of insurance intermediary,
as they represent insurance companies, not the final buyers of the products. Although there are
banks setting up separate entities as insurance brokers to represent their clients in the purchase of
corporate insurances, this practice is not common. When bank sets up insurance broking operation it
usually does so through joint-venture with another insurance broker.

In this article | would examine briefly the implications of the “Bancassurances” to both the traditional
insurance agencies and brokers. What their strategies should be in facing competition from this
sector from my personal point of view.

Insurance products suitable for individuals are becoming more homogeneous. When these products
are sold through a great variety of distribution channels, there would be intense competition.
Seemingly it makes life more difficult for the traditional insurance agencies that only sell insurance
products for the insurance companies they represent. However greater competition creates greater
awareness of insurance needs, making the pie bigger. It forces the insurance agencies and insurance
companies to come up with better and cheaper products to the benefits of the consumers.

Banks are not only the ones that are selling insurance. Travel agencies, motorcar dealers are also
representing insurance companies in selling products such as travel insurance or motorcar insurance
suitable to the respective industry. The advantage these intermediaries has over the traditional
insurance intermediaries who are selling products through their own contacts, or referrals from their
existing clients just to name a few methodologies they are using, is that they have access to a larger
client base. If one could ignore the origin where these agencies come from, it only means that there
are now more insurance agencies employing more agents in town selling the similar products.

Many insurance agencies find themselves still able to compete with widening/increased distribution
channels. They retain their competitive edge over the banks, the travel agents and car dealers
through more personalized services such as policy delivery, claims handling that these corporations are

16 20104 7822011 R E

YEARBOOK 2010 & PROSPECT 2011



@ E]

not capable or not willing to do so. Others diversified their business to include corporate insurances;
to avoid direct competition with these institutions and by doing so would be able to maintain
the individual insurance portfolio because they have greater access to people working in these
corporations. After all, insurance is sold not bought, only if one has a chance to sell the product, one
will be able to close a business. If one’s client already has a good product with a reasonable price, the
chances for the client to move away to another insurance agency will be reduced.

As for insurance brokers who advise the clients on their risk exposures, arrange programs suitable for
the clients and then seek to find an insurance company willing to underwrite such risks at a reasonable
price, it seems that competition from any insurance agencies including banks is not that great as each
work on a different business module. However, if insurance brokers were not discharging their duties
as brokers should and continue to sell product, they will lose out to insurance agencies, as their clients
would not see the value of using insurance brokers.

Insurance brokers traditionally do not compete head on with insurance agencies, as they tend to
concentrate on corporate clients. They usually take on individual clients only because the individuals
work for the corporate clients. Some tried to pick up individual clients through workplace marketing,
no one knows how successful they were.

Intermediaries who could not find solution to the competition and are thinking about selling their
portfolio to banks, should ask themselves why the banks would be willing to buy their portfolio? If the
clients are not clients of the banks, banks could hardly be in touch with these clients and they do not
have the capabilities to service these clients. The value of the portfolio would be diminished. It might
be better to sell the portfolio to other insurance agencies.

In my view, although there are widening channels of distribution for insurance products, various
insurance intermediaries have positioned themselves in different market segments. As long as the
intermediary has a defined market position, established its own strategies to find a competitive edge
for itself, it should be doing well even against a bigger, more financially strong competitor. Important
things are to continue to improve the services it provides be it to the principals it represents, the end
user it is selling the product to or the clients it represents; continue to improve its staff's product
knowledge; and conduct its business within the business ethics as required it should have nothing to
fear!

Lawrence Lee

Mr. Lawrence Lee is now working as a Management Consultant

He retired as CEO of Aon Hong Kong, one of the leading insurance broking companies in Hong Kong a few years ago after
serving the insurance industry for more than 30 years. His past services in the Insurance Industry include being: Insurance
Lecturer in the Hong Kong Polytechnic, now known as The Hong Kong Polytechnic University; President of Hong Kong
Insurance Institute; Member of Hong Kong Insurance Training Board; INED of a public listed Insurance Company.

Mr. Lee holds B. Sc and MBA degrees. He is an ACIl and also a FLMI.
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Claim services being a top priority:
Reflections from the Manila bus hostage incident

What do customers want when they purchase insurance? Peace of mind and protection in times of need. You
may be a veteran or an aspiring professional in the industry, and this may sound like a “no-brainer” question
to you. However, it takes more than mere knowledge - also a clear vision and deep dedication - to achieve
what is expected of you at those critical moments. Claim services are the yardstick with which customers
measure our performance. They are the cornerstone of our industry, and should always remain our top
priority.

With the Manila hostage inquest still in progress, emotionally charged reports featuring the survivors and the
victims’ family members have been showering the media in the recent days. They are a reminder to us all
that we are not selling products to faceless individuals, but serving a greater humanistic purpose. We play a
major role in providing the security, protection and comfort our customers need as human beings. Caring and
responsible insurance companies should have this philosophy at heart at all times. In this article, | would like
to share an insurance company’s great example in handling the Manila hostage crisis and its aftermath.

Adopting a no-nonsense approach, the insurance company strived to “be there” when their customers most
needed help. Firstly, they sent a Crisis Response Team to Manila at midnight of the day of the incident to
investigate the situation and coordinate emergency assistance by meeting with local government officials
and emergency medical professionals. Secondly, the Crisis Response Team also included two doctors,
who specialized in trauma and acute care. One of the severely injured victims was escorted back to Hong
Kong with an exclusive air ambulance with one doctor and two nurses on board. Due to the patient’s critical
condition, the plane flew just above sea level to avoid drastic air pressure fluctuations that would affect the
patient’s condition. Moreover, the company representatives also visited the survivors and family members of
the victims in person in Hong Kong. When it comes to customer care, insurance companies can never be “too”
detail-oriented — as they should always work harder for improvements in this aspect.

From an outside-in perspective, conscientious insurance companies should strive to make their claim
processes as prompt and efficient as they can by eliminating red tape in case management wherever
possible. In handling the Manila hostage incident, the company sped up the claims payment by simplifying
the process and required documents, such as documents proving loss of or damage to personal effects
and baggage, journey curtailment and hospital income. More impressively, despite the magnitude of the
aggregate claim amount, the insurance company reached their claim decision the day following the incident.
Again, they aimed at “being there” for their customers at the most difficult times.

In fact, starting from product development, good insurance companies should have their customers close
to their hearts. They should aim at providing more and excluding less. For instance, the insurance company
concerned has Chinese medicine coverage extended to overseas visits during the trip, and offers 24-hour
worldwide emergency assistance services, single-trip plan without age limits...

Claim services are an area for market differentiation. In order to lure customers, some general insurers’
premium rates are “racing to the bottom”. Without doubt, price is a big factor for purchase considerations, but
the customers who are hypersensitive to price will not become loyal to any company. Insurance companies
should aim at building lasting relationships with loyal customers by taking their claim services very seriously
— from ensuring process simplicity to enhancing responsiveness and efficiency to managing claims in a fair-
yet-sympathetic manner.

Whether you are an insurance intermediary or an insurance professional with a principal, claim services
should always be your priority. It is where you deliver on your promises of the peace of mind your customers
purchased.
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QBE has been in Asia for over a century and has a network of offices
across the region with a wealth of local knowledge and expertise.
QBE operates in all key insurance markets with offices in 49 countries
and has the strength and security that comes from being part of a
truly world wide organisation. \We pride ourselves on meeting new
challenges with fresh ideas. It means we can provide specialist
iInsurance solutions — innovatively tailored to suit your needs.

Please visit our website at www.qgbe.asia for more information.
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