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Affinion/Synergistics Results

* The tenure of insurance-buying depositors is significantly
greater than the average depositor

 There is a significant opportunity to upsize your relationship
with a buyer of insurance programs

 There are opportunities to expand the relationship with the
insurance buyer across every type of account

* Insurance can be a significant factor in maintaining your
relationship with depositors by reducing voluntary attrition

 The buyer of insurance has a strong expectation of cross-
selling, and a propensity to respond favorably to those offers

* The buyer of insurance indicates a likelihood to buy multiple
additional services, if presented with the opportunity to
consider
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Sponsors. ..

Affmon HSBC X»  VantisLife

Insurance Company

r] Lincoln @ Prudential

Financial Groupe

In Cooperation With

Bank
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Securities
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I Why Was The Survey Done. ..

* Explores the cultural, perceptual and quantifiable issues of
Financial Institution insurance

* Perspective creates perception, perception creates belief,
belief creates knowing and knowing creates experience

* 4th in a continuing series in USA
 Completed in India, Australia, South Africa and Middle East
* Uses cohort and gap analysis

* Probes life insurers, financial institutions, and MGAs
simultaneously; no other survey does this

* 90% say they will increase the scope and number of programs
in next 3 years
American
Bankers
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I Who Responded. ..

* Respondents
— 72 Fl;8of top 25...32%
— 45 Insurers; 8 of top 14...57%
— 32 MGAs
* Robust survey
— 52 Questions
— 494 Elements
* Senior management
— 65% of Fl President or SM of Agency

— 72% of Insurers

American
— 87% of MGA ‘N &,
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L |
. Who Responded . . .

Core Business: Financial Institutions

Credit Union

Commercial Bank with
branches in more than 15
states

Regional Bank (assets in
excess of $10 Billion)

Community Bank (assets up
to $10 Billion)

Other

0 20 40 60 a Ame8&in
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L
. Who Responded . . .

Multiple channel insurance
provider, including financial
institutions

Dedicated to sale of
insurance to client base of
the financial institution

Work exclusively with credit
unions

Work with both financial
institutions and credit unions
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L
. Who Responded . . .

Core Business: MGA

O MGA support to agents in field

B BGA support to agents in the
field

B MGA or BGA exclusive to
Financial Institution

B MGA or BGAworking with credit
35.3% unions and financial institutions

American
Bankers
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L
. Experience . . .

Less than 1 year

1-3 Years

4-6 Years

7-10 Years

More than 10 Years

Length of Time Selling Insurance Product

10 20 30 40 50 60
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B Financial Institutions
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== Methodology




Methodology . ..

Method Measure

Gap Analysis Scale of 1-5 (least to most)

Relative Ranking of Per Question (highest to
Attributes lowest)
N | s
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L]
. Fl Earnings From Insurance . . .

Insurance Revenue Percentage of

Non-Interest Fee Income

B Financial Institutions
B Insurers

T - 1
Less 1% 1-5% 6-10% 11-15% 16-20% Greater 20%
American
/&) Bankers
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W4 Life Insurance Sales Record Shattered —
2010. ..

2010
FI Life Sales Has

Surpassed The Annual Record
of $1.3 Billion Set In 2004;

Trending Is Positive
GOAL IS 10% OF AUM;

SGO BILLION American
&) Bankers
Association
American Bankers |
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4.5

3.5

2.5

15

Reasons Fls Distribute Insurance

—e— Financial Institution

\ ~ —s— |[nsurer
AN

Strengthen and
retain existing
customer
relations

aba.com| 1-800-BANKERS

Fee income One-stop
shopping for

financial

services

Building or
extending the
Institution's
Brand
(Widening
consumer
awareness,
etc)

Attract new
customers
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L
. Customer Perspective Fl & Insurer. ..

FI Importance Vs. Satisfaction

2 == F| Importance

=& | Satisfaction

FI Importance Vs. Insurer Importance
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L
. Importance Comparison

FI Importance Vs. Insurer Importance

=== ‘\
\ T
3.5
. - —— FI Importance

=8-= |nsurer Importance
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L |
. Fl Importance vs. Satisfaction

Fl Importance Vs. Satisfaction

4
3.5 T == | Importance

3 === | Satisfaction
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. Insurer Importance vs. Satisfaction

4.5
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Insurer Satisfactior
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L]
. Satisfaction Comparison

4.5

FI Satisfaction Vs. Insurer Satisfaction

3.5 1

=== | Satisfaction

=8== |nsurer Satisfaction
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L
. Additional Product Sales: Fl and Insurers

Likeliness of Purchasing Another Product

After Purchase of Insurance

Financial 47 .4% '
Institutions
B Makes themvery likely to purchase
additional products
O Makes them somew hat likely to purchase
additional products
66.7%
Insurers
40 60 80 1

00
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. Consumer Focus: Fls, MGAs and Insurers

Affinion & Synergistics Research
Insurance Drives Fee Income

Those That Bought; More Than 75% Expect A Cross-Sell Offer*

What impact does selling insurance have on
customer loyalty?

Makes Them Very Loyal

Insurance as the Primary Reason the Customer
Maintains the Fl Relationship

Yes
No

Do Not Know

Financial
Institution

Insurer

Financial Institution

25
70

Insurer

22 43
56 43
22 14

aba.com| 1-800-BANKERS

*Source: Affinion & Synergistics, June 2010
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. Likeliness to Purchase - Institutional View

An Annuity

Investment Services/Investment Account

Other Savings/Deposit Account

M Insurer
H Fl

CD/Savings Certificate

Credit Protection

ID Theft Protection

Rewards/Points Program

American
Bankers
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Additional Product Sales: Consumers
Response

Rewards/Points Program

Other Savings/Deposit Account

Investment Services/Investment
Account

Credit Protection

ID Theft Protection

An Annuity

American

B % Have Purchased B %Likely to Purchase
Bankers
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L
Customer Experience Testing

Financial Institutions Insurers

] Don't
Know

H We
Should

] Don't
Know

B We
Should

American
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L |
. Fl Technology . . .

Financial Institutions: Change in

Technology Budgets Over Next 3-5 Years

B Increase
O Decrease

Average Increase: 12.2%

American

Average Decrease 10.0%
Bankers
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_ Technology Budget Dedicated to Lead
. Management

Financial Institutions Insurers

M Less than 1%
(0]
59% B Less than 1%
75%

0 1-5%

001-5%
W 6-10%
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What Additional Sales are Worth to Fl; Increase Net
Interest Margin

« Strong Loyalty; for 91% purchasing
insurance*

* 66%; insurance is primary reason to
keep account*

+ Deposit account is very likely; stays 4.5
yrs.

Making
\Y[e](=Ne]
the Core:

Lead Management

+ $6 Billion Asset Bank; $2 Billion Retail
Deposits Increases

» $1.3B Core Deposits NIl of
* Proxy= Average Yield of 5 year CMT
Customer « Management goes out longer on yield $269 MM

Experience curve

by 1%

* 1%@in deposits= 3BPs@®in Nii
* $600,000/yr.; $2.7 MM in 4.5 yrs.

American
Bankers
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Technology Integration . ..

Technology Integration Front End Application Product Operational  Administrative Customer

Needs Marketing and Processing Efficiency Functions Service
Underwriting

Financial 76.5% 83.3% 83.3% 77.8% 83.3% 89.5%
Institution

Yes

No

44.4% 66.7% 66.7% 55.6% 88.9%

American
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L
. Elements in Optimal Relationships
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. Ongoing Training
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L
. Strategic Partnerships; Fl and Insurer . . .

Willingness to Provide the Following

45 \

4 \\

3:5 ——F

3 \‘ =—8— |nsurer
2.5 \

2 \

)™

1.5 1 1 1 1

Operational Support & Production Quartetly Meetings Underwriting
Technology Goals/Commitment Concessions

American
Bankers
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L
. Comparison to 2008; Fl and Insurer . . .

Willingness to Provide the Following

3.5 \
-— “< e |
3 =l |NSUrEr

2.5

1.5 1 1 1

Operational Support & Production Quartetly Meetings Underwriting
Technology Goals/Commitment Concessions
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L
. Calculating the ROI for Insurance.. ..

Leading Indicators Lagging Indicators

HEOS Customer Customer FI Growth
Fl and Rep Satisfaction - .
Experience Behavior Goals
PRODUCT/SERVICE » Customer Satisfaction ¢ Sales  Revenue Growth
Differentiation
« Customer Advocacy « Share of Wallet « Market Share
(Net Promoter Score)
PROCESS _  Repeat Purchases « Profitability
Productivity * Customer Experience
MetricSM
» Referral  Stakeholder Value
&,'4"«-&.-,
/

Source: Managing the Customer Experience,

Shaun Smith and Jow Wheeler, 2002 w a ggwr%cr:gn
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