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@ Overview — Canada Group Retirement Services Study 2021/22 - NMG

» NMG’s launched a national Group Retirement Services (‘GRS’) Study,
following the Quebec only study conducted in 2019
» The purpose of this report is to share with Insights Partners:

= Trends shaping the industry

=  Competitive positioning of insurers

= Key feedback from advisors

» Feedback received from 64 respondents across Canada, targeting

independent consultants and brokers focused on group retirement services

X
o]x Notable performers

Business Capability Index market leaders:
» Canada: Sun Life

» Ontario & Atlantic: Sun Life

» Quebec: Desjardins

» West: Industrial Alliance

Leading observations

While most group retirement* assets are held in DC plans, there is growing

demand for group RRSP and DPSP products

Key challenges for intermediaries in the group retirement industry include
employee engagement, remaining competitive amidst rising competition from

Fintech companies, and the automation of their internal processes

Two-in-three intermediaries would like to see insurers focus their technology
investments on the member experience and provide improved mobile apps and

financial planning tools to support the participant

The demand for decumulation products is expected to grow, and brokers often
have a more proactive approach which often includes retail decumulation

solutions

Over the next 12 months, Covid-19 is expected to lead to a short-term increase
in product reviews and an increase in group retirement employee and employer

contributions

Over 40% of intermediaries expect the use of a single insurer for group
retirement and group benefits to increase moving forward, with enhanced

overall member experience being the primary advantage

Dynamics observed internationally may play out as the Canadian DC market
continues to grow, which could attract an influx of non-insurer providers and

changes in the role of the advisor

Note: *Group retirement refers to group retirement savings and income products (covering both accumulation and decumulation phases) and excludes defined benefit pension and individual/retail retirement savings and

income products



DC plans attract the most group retirement assets, yet appetite is shifting

towards group RRSP and DPSP

In-force group retirement assets breakdown by product (Canada)

(% of assets, weighted by in-force assets per intermediary)

DC

RRSP

DPSP

TFSA

Other capital accumulation
products

Income/decumulation
products

2%

2%

1%

15%

42%

38%

Net change over
past 12 months

Note: The triangles represent net % of respondents who quoted an expected increase less % of respondents quoting a decrease (over the past 12 month): <=25%
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» Across Canada, 80% of

the group retirement
in-force assets are
allocated to DC and
RRSP products

The Canadian market
has seen a consistent
shift from DC plans to
group RRSP and DPSP
over the past year

Usage of group TFSA,
other capital
accumulation products,
and decumulation
solutions remain
minimal




Short-term industry outlook and challenges are primarily tied to the end-
customer, group retirement distribution and use of technology

Key challenges for the group retirement market (1 — 2 years) Top 3 challenges breakdown for intermediaries
(% of respondents)

End customer » End-customer related
challenges are the
primary pain points

Value-add cited by intermediaries,
Saving for retirement including engagement

Employee engagement e S

» Distribution is top of
mind, including the
challenge related to
incoming competition
from Fintech
companies and
consolidation amongst
intermediaries

End Customer 65%

Technology 48%
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Compensation disclosure €€ pressure NIIBettet; mobile apps » Technology as it relates

1 1 1 mber 1 to automating and

Product 44% IntermEdlary conso"ldatlon . kBl improving internal
processes are a primary

)
M55 Automation  E=n
Insurer D2C push ~ Online brokerage intermediaries to

Insurer-broker partnership SyStem upgrade Data privacy improve efficiency and

reduce delays when
Operational 40% servicing participants




The need for enhanced front-end technology resonates the most with
intermediaries, urging providers to invest in member tools and mobile apps

Short-term intermediary expectations from insurers regarding technology investments

Front-end experience 66%

Online education
Online features

Financial planning tools
Member experience

Advisor access to decumulation accounts Website

Mobile applications

Tech/product integration Communications

Member engagement
Upgrade platforms

Note: Figures in % represent proportion of citations

(% of citations)

Back-end process 34%

Fixing bugs AI

Opline administratjon
Online transactions

Automation

Security

Machine Learning Access to data
Better systems

» Most intermediaries

are calling for more
technology investment
from providers in the
front-end, focusing on
the member
experience

Areas most top of mind
to improve the front-
end experience are
centred on mobile
apps, financial planning
tools, and providing
more features and
resources online

Back-end investments
from insurers are most
appreciated to further
automation, improve
online processing,
system upgrades and
enabling greater access
to data




Anticipated growth of decumulation products is strong. Brokers are more open
to advise clients on product consolidation and transfer them to retail solutions

Current Intermediaries looking to
intermediary focus more on helping
decumulation members consolidate
practice products for drawdown

Existing group
retirement solutions

Decumulation
product outlook
(next 12 months)

Retail solutions

Note: The shading of the pie chart represents % of respondents

Intermediary current decumulation practice & future product outlook

Consultants

Y
o
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Brokers
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80% of brokers help
retirees consolidate
group retirement
products, while one-in-
three consultants cite
this as a focus for them.
The majority of
intermediaries do this
on an advised basis

Intermediaries are
optimistic about the
growth of
decumulation
solutions, where
brokers hold a stronger
outlook for retail
offerings




Positive short-term outlook with more product/provider reviews and increase in

group retirement contributions

Increase in
product reviews

Increase in
employee contributions

Increase in
employer contributions

Increase in
provider reviews

Increase in flexibility for
pension tax regimes

Note: Figures in % represent proportion of respondents

Anticipated Covid-19 impact in the next 12 months

“The crisis has led to more education and
encouraged people to save more.”

“Voluntary contributions have been down
in the last 12 months, so we expect this to
eventually bounce back.”

“Some employers are thinking of increasing
contributions to attract more talent.”

“There is a greater spotlight on the
retirement offer and importance of
wellbeing and the employee experience.”

“Increased flexibility in tax regimes to allow
individuals to access their funds earlier.”

» Robust demand for

product & provider
reviews are expected
as group retirement
offerings continues to
be enhanced while the
pent-up searches
during pandemic
resume

Over 40% of
Intermediaries are
optimistic on group
retirement
contributions,
anticipating an increase
driven by competition
for talent among
employers and growing
disposable income and
focus on saving among
employees

One-in-five
intermediaries expects
the flexibility of
pension tax regime will
be further increased




Enhanced client experience is the key driver for the shift to using a single

insurer for group retirement and benefits

Advantage vs. disadvantage of using the same insurer for group retirement services & group benefits

Better admin/

. Reduced cost or
employer service

added benefits

Financial
incentive

Improves the ease of admin
and improve servicing to the
plan sponsor by having a
single point of contact

Not best-in-class

Same carrier may not have
a best-in-class proposition

in both group retirement

Advantages
Member
Existing experience
relationship
Simplifies the relationship

management for sponsor simplifies the user
and broker experience for plan

Single members

sign-on

Ability to use the same
login and platform to
access both products

and group benefits

Lost leverage/
Negotiation power

Concentration of products with a
single carrier may decrease the
negotiation power of the
intermediary over the insurer

Disadvantage

Different cycle (group
retirement vs. group
benefits)

Clients have a different
review cycle/frequency for
group retirement and group
benefits

Inflexible/

Difficult switch

Using a single provider
increases stickiness and
makes it more difficult to
switch to another carrier

The outlook for group
retirement & group
benefits insurer
integration is optimistic
with over 40% of
intermediaries
expecting this trend to
grow especially among
consultants

Perceptions around
advantages outweigh
disadvantages,
particularly around
better member
experience, single sign-
on, and financial
incentives

Primary disadvantages
include not being able
to use the best-in-class
products for group
retirement and group
benefits and lost
negotiating power with
insurers by using a
single carrier




NMG’s Business Capability Index (BCl), an extensive metric that allows for

insurer benchmarking across key attributes

Relationship Propositions &
Management Pricing
L4
/
,I Business
Capability
Product Index Technology
1
I
\ /
\ /
\
s
\ ~ —-— - ,

Operational o
Initiatives
Management

The BCl is a single composite score (0-100) that
quantifies insurer effectiveness by aggregating and
scaling independent intermediary feedback across key
capability areas

The BCl, therefore, provides an assessment of which
insurers are delivering the best overall value
propositions to independent intermediaries and
consequently which insurers are likely to strengthen
their market position over the next 12 months

The elements that comprise the BCl are tailored to
the group retirement industry




Sun Life leads on NMG’s Business Capability Index in the Canadian group
retirement market, followed by Industrial Alliance and Desjardins

Business Capability Index

Canada .
Total market 2021: 67.4 » Sun Llfe leads the
Canadian group
100% : |
B Manulife ; retirement market
Sun Life :
standing apart for
product, brand
strength, and data
analytics & insight

B Canada Life

m Industrial Alliance . . .
75% » Industrial Alliance is

ranks 2" in Canada,
B ahead of Desjardins by
a small margin and
Desjardins leads in Western
Canada. Performance is
50% strongly positioned
with brokers, especially
for relationship
management and
operational capabilities

255 » Desjardins is
0 positioned within top-3
across Canada,
particularly with
consultants, leading in
Quebec with a clear
differentiation in
0% relationship
\ 50 55 60 65 70 75 80 management and value
\ proposition

_----=-==% Market Penetration (%)

\_ ‘Market penetration’ denotes the % of

_ _ _ 'BClscore’ denotes the aggregate score
respondents an insurer does business with BCI Score (/100) <

across an array of performance attributes
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Sun Life leads as the top brand in group retirement, and is well differentiated
across many areas

Select BCl factors Top-3 ranked providers across key BCl attributes

H 1st 3rd

\/
Brand strength Canada Life > This table highlights
carriers who are
investing in select
Manulife capability factors. The
top ranked provider, by
intermediaries, had the
highest BCl score for
that factor

Manulife

Proposition
& Pricing

Price competitiveness

Industrial Alliance Desjardins

Listen & value intermediary feedback

Desjardins Industrial Alliance

Ease of doing business » Industrial Alliance is

seen as easiest to work
with and differentiated
Desjardins in their front-facing
technology

Industrial Alliance Desjardins

Account Executive capability Industrial Alliance

Relationship mgmt.

Account Executive responsiveness Desjardins Industrial Alliance » Desjardins is strong for

relationship
management
particularly in Quebec
with highly responsive
account executives and

Member experience Industrial Alliance Desjardins

Technology &
back-end service

Quality of mobile app Desjardins Industrial Alliance well positioned in
technology
Operational management Industrial Alliance Desjardins » Sun Life leads across

many areas, including
their data analytics and

Thought leadership Desjardins Manulife insights sharing

Initiatives

3
Q.

Data analytics & insight Manulife Industrial Alliance

11
Notes: Operational management includes 5 factors: accuracy of admin, system integration with clients, responsiveness, plan transition management, and plan implementation team



Industrial Alliance leads in their decumulation proposition for members, given
strong recognition for their co-pilot program with attractive pricing

Provider competitive positioning
(% best-in-class decumulation proposition)

45%
21%
Sun Life Manulife Canada Life Industrial Alliance Desjardins

Note: Figures in % represent the proportion of respondents that cited each provider for each best-in-class factor

Decumulation remains
an up-and-coming area
in Canada, where most
carriers have yet to
build out this
proposition

Industrial Alliance
stands apart for both
their decumulation
solutions and
proposition for
members due to their
competitive fees and
strong support
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In contrast to the Canadian DC market where insurers dominate the market,
non-insurer providers lead the market in the US and Australia

Global DC Pension Structure

» Inthe US, asset

Investment management Administration Distribution managlers, insurers and
pure play

recordkeepers are the

primary players in the
Engagement & advice market, providing
recordkeeping as well
as the investment
platform, a channel

[ Asset consultants } through which to
distribute their own

investment solutions
Canada Insurers Financial advisors

» Specialist

superannuation
Asset managers Employers L
ploy Administrators

dominate the

Asset consultants } [ Asset consultants } Australian market and
have a comprehensive

. . . . . . offering, including

us Financial advisors Financial advisors sourcing group life

insurance for members

» In both markets, this

change in structure and
J Financial advisors increased competition
has led to lower fees

. . and solutions that are
Australia Administrators Employees & Consumers better tailored to the

needs of employers

Super funds and members

Plan sponsorship/

Security selection Packaging Recordkeeping design/fiduciary

'S

{ Asset consultants
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About NMG Consulting

NMG Consulting is a leading global consultancy Hamish Worsley Karan Sabharwal
focused on the insurance, reinsurance,
retirement/wealth, asset management markets. We
/ g Partner Partner

bring a unique approach to integrating consulting,

insights and analytics.

» Hamish.Worsley@NMG-Group.com » Karan.Sabharwal@NMG-Group.com

NMG’s evidence-based consulting programs involve
interviews with industry leading experts, top clients
and intermediaries as a basis to analyse industry
trends, competitive positioning and capabilities.
NMG develops and manages several leading global
programs across key elements of the insurance and

investment industries: Life & Health Reinsurance,

Sherry Niu Karen Lau

P&C Reinsurance, and Asset Management.

Consultant

Established programs also exist in the underlying Senior Consultant

insurance and wealth markets in Canada: Canadian
Group Benefits, Canadian Group Retirement, and

» Sherry.Niu@NMG-Group.com » Karen.Lau@NMG-Group.com

Canadian Individual Life Insurance. Our insights are
rebuilt on an annual basis.
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Thank you

For more information,
visit www.nmg-consulting.com
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