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CONFIDENTIALITY

Our clients’ industries are extremely competitive, and the maintenance of confidentiality with respect to our clients’ plans and data is critical.
Oliver Wyman rigorously applies internal confidentiality practices to protect the confidentiality of all client information.

Similarly, our industry is very competitive. We view our approaches and insights as proprietary and therefore look to our clients to protect our
interests in our proposals, presentations, methodologies, and analytical techniques. Under no circumstances should this material be shared with any
third party without the prior written consent of Oliver Wyman.
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CURRENT ECONOMIC ENVIRONMENT

Interest rates have gone up significantly over the last two years, coupled with a volatile equity market

Historical Interest Rates and Equity Market!
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VA TRENDS - TOPICS FOR TODAY

We will examine VA trends in a few areas, sharing insights from the 2023 Oliver Wyman VA management survey

@ Sales/new business
Inforce management
Hedging/ALM

@ NAIC regulatory updates
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©
ANNUITY SALES

VA sales have suffered from recent equity volatility and RILA growth. RILA growth has slowed due to increased interest rates

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
(Q2x2)
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Total

258.6 233.0 216.6 233.3 214.7 226.3 233.5 233.9 223.6 207.1 238.7 2354 214.3 250.6 304.9 353.0 sales

Source: LIMRA
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SALES - SURVEY RESULTS

VA sales have fallen short of target for most participants while fixed annuity exceeded; majority of the participants believe RILA is still
the next growth area with more customized and innovative designs being the differentiators

Sales mix (% premiums)

Actual vs Actual < Target Actual = Target Actual > Target

Product type Actual? Target?! Target

Traditional VA 43% 45% -2% Traditional VA

Indexed VA (RILA) 19% 23% -4% RILA

Fixed index annuity 15% 16% -1% Fixed index annuity

Fixed annuity 23% 16% 7% Fixed annuity
1. Average of 15 valid responses

0 2 4 6 8 10 12 14 16

Where do you see the next growth area to be in equity-linked insurance products! # of respondents

RILA 62%

Custom crediting strategies 319 * Majority still believe that RILA is the next growth area
(
* About 1/3 respondents believe custom crediting strategies,

Custom indices 31% > custom indices or living benefits are the next big growth areas and

Living benefits 31% differentiators
* Other potential growth areas include fee-based product, inflation

FIA 23% protection and contingent deferred annuity

Distribution channel 8

Other 15%

1. As % of 13 respondents
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INFORCE MANAGEMENT - MAJOR LEVERS

Hedging & capital
management

Hedging and capital management
tools help manage risk

Buybacks

Successful buyback programs help
reduce risk exposure
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VA BUYBACKS

Carriers have launched VA buyback offers across a variety of guarantee types, with take rates typically around 10-20%

Sample VA guarantee buybacks

Company Scope Type

Hartford Lifetime GMWBs Lump sum

AXA Standalone roll-up GMDBs (2 offers) Lump sum for both offers
Dollar-for-dollar GMIBs (2 offers) Lump sum for both offers

VOYA Traditional GMIBs Enhanced annuitization
Traditional GMIBs Lump sum

AEGON/Transamerica Traditional GMIBs Lump sum or policy exchange
Traditional GMIBs Lump sum

Zurich Dollar-for-dollar GMIBs and roll-up GMDBs Lump sum

Ohio National GMIB Lump sum
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RECENT VA INFORCE TRANSACTIONS

2023 has been a slower VA transaction year relative to the last two years

Equitable ceded
S12BN VA block to

Prudential Financial
selling S31BN PALAC

Guardian ceded $7bn
VA to Talcott

Equitable ceded S10bn
group VA to Global

Venerable block to Fortitude Re Atlantic Resolution
0CT 2020 SEP 2021 AUG 2022 0CT 2022
o o ) ) ) o0 °® >
JAN 2021 NOV 2021 0CT 2022 MAY 2023

Talcott Resolution
acquired by Sixth Street
Partners, “S30BN VA
inforce

Dates are transaction announcement date
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John Hancock ceded
S22BN VA block to
Venerable

John Hancock ceded
S1.6BN New York VA to
Venerable

Prudential ceded
S10BN PDI VA to
Constellation



INFORCE MANAGEMENT ACTIONS - SURVEY RESULTS

Complementary RILA products and expanding hedging are the most popular actions participants have undertaken or are considering;
longevity reinsurance and non-Bermuda offshoring are the least popular options

Have you done, are considering, or not considering the following actions?

Complementary products (RILA)

Scale back or discontinue GLB sales

Take business to Bermuda

Take business offshore (non-Bermuda)
Expand hedging/CDHS

Buybacks

Inforce block reinsurance

Flow reinsurance

Legal entity sale or acquisition

Longevity reinsurance

0% 20% 40% 60% 80% 100%

B Have done M Considering M Not considering No response
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HEDGING - PRE VS POST VM-21/LDTI

LDTI, along with VM-21, helps align VA valuation lenses and encourages more fair value-based hedging

Market sensitivity of liability valuation
Across different valuation frameworks
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NAIC reform)
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HEDGING - MACRO INDUSTRY TRENDS

We expect two dominant hedging strategies post-NAIC reform and LDTI; public vs. private ownership will drive the strategy undertaken

Public ownership Private ownership

* Primarily valuation lens is GAAP or IFRS, both of which will effectively be * Primary protection goal is US statutory:

fair value-based; decision needed whether to attempt to convert VA — Equity sensitivity: high
portfolio into a stable earnings stream, which would require fair value- — Interest sensitivity: low

based Delta and Rho hedging for all guarantees — Vega sensitivity: zero to minimal

* The revised VA statutory framework no longer penalizes fair value-based .

) i i Statutory-focused hedging; substantial open Rho risk due to differences in
hedging from a total asset requirement perspective

interest rate sensitivity between fair value and statutory valuation

* Vega hedging will depend on how companies use market-quoted implied .

o ) May orient towards tail protection-oriented ALM programs in lieu of first dollar
volatility to calculate fair value for the GAAP or IFRS reserve

protection

* VA liability has increasingly transferred from public ownership to private ownership as evidenced in the last two years
— Landmark transactions have defined new transaction possibilities, with sale of Talcott and Voya CBVA, spinoff and IPO of Brighthouse and Equitable

— Formation of specialized VA acquisition vehicles —i.e., Venerable Annuity — and increasing demand for VA as the fixed annuity credit trade becomes even more
crowded. Validated by the Venerable/Equitable transaction announced in October 2020

— Good supply of legacy VA portfolios that existing carriers are seeking to dispose, accelerated by GAAP and IFRS reforms

© Oliver Wyman 12



HEDGING - SURVEY RESULTS (1/2)

Vast majority of participants have a dynamic hedging program for traditional VA, with economic/risk neutral/modified risk neutral being
the most popular primary targets; macro hedging programs are mostly statutory focused

Primary hedge target — dynamic hedging program Primary hedge target — macro hedging program

Economic/risk neutral market-consistent I statutory capital / RBC [N
Economic/modified market-consistent |GGG Claims in a stress scenario [N
LDTI MRB reserve NG
No defined target || G
Pre-LDTI GAAP reserve |
IFRS reserve
Statutory reserve |
Statutory capital/RBC NN 0 1 2 3 4 5
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HEDGING - SURVEY RESULTS (2/2)

Only 2 participants indicated changes to hedging strategies due to LDTI; 32% have adjusted their hedging strategies due to rising interest

rates, more commonly by increasing their Rho coverage

Have you changed your hedging strategies (dynamic hedging or macro
hedging) given LDTI?

: 4

m Yes

= No
Changes made # Responses
* From 100% of GMWB to 70% of GMDB/GLB 1

* From dynamic full GAAP hedge to a partial GAAP hedge and a
macro hedge

© Oliver Wyman

Have you changed your hedging strategies (dynamic hedging or macro
hedging) due to rising interest rates?

m Yes
® No
Changes made # Responses
* Increased Rho coverage 4
* Reduced Rho coverage 1
» Adjusted hedge target to reflect potential loss for selling assets 1
and benefit of investing at higher yields
* Expanded hedge tolerances 1

14



ALM - OUTLOOK, RHO HEDGE OFFSET

GA asset management for VA is becoming increasingly important over time, comparing 5 years ago, today and 5 years from now. More
than half of those who hedge Rho do not consider GA assets offset in hedge target

How important is the management of your general account asset to variable annuity optimization and risk management?

Scale
1 2 3 4 5 Average
7 9
8
4
Today — —— — ! \
/ 4 4
2 !
> years from now ] 1 B

How is the duration/cashflow coverage from your fixed income assets accounted for in Rho hedging measurement??

m Accounted for in hedge target (i.e. hedge the net exposure)

m Not accounted for in hedge target

1. Percentage distribution excludes 3 participants who responded N/A (i.e. no Rho hedging)

© Oliver Wyman
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NAIC REGULATORY UPDATES (1/2)

Item Effective Date  Description
1 APF2020-12 1/1/2023 * Update to refine how future hedging strategies are reflected under VM-20/VM-21
F:tire hedgmg * Two key changes
strategies
8 — Require all future hedging strategies be modeled for VM-20/VM-21 regardless of qualification as Clearly Defined Hedging
Strategy (“CDHS”)
— E factor will be increased to 1.0 for new hedging strategies, unless it is for a newly introduced or newly acquired product or block
of business in which case the E factor can be as low as 0.3
2 APF2023-05 1/1/2024 * Revisions to hedge modeling language under VM-21 to address index credit hedging for RILA products
Index credit
hedei * Key changes
edgin
ging — Clarify that index credit hedges should be reflected in cash flow modeling with the VM-21 “adjusted” run as well as the “best
efforts” run
— Require an index credit hedge margin by reducing hedge payoffs by a margin multiple; the margin percentage should be based
on company experience subject to a 1.5% guardrail, and 20% minimum if there is no sufficient and credible company experience
3 NAICESG initiative 1/1/2025 the * Ongoing NAIC initiative since 2020 to replace the Academy Economic Scenario Generator (“ESG”) used for principle-based reserve
earliest (“PBR”) with Conning GEMS® ESG

Initial field test was concluded last year and results were shared with regulators

Additional field test is expected

© Oliver Wyman
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NAIC REGULATORY UPDATES (2/2)

Item Effective Date Description
4 INT 23-01 Net Year-end * Updated interpretation of Statutory Accounting Principles regarding the treatment of negative IMR which was a non-admitted asset
Negative 2023 through on statutory balance sheet under existing statutory accounting guidance

(Disallowed) IMR 2025 * The update permits reporting entities to admit net negative (disallowed) IMR up to 10% of the reporting entity’s adjusted general

account capital and surplus, subject to certain adjustments and limitations

* This is the regulators’ interim solution to address the negative IMR issue facing life insurers caused by rising interest rates, while a
permanent solution is being developed

5 APF2023-08 1/1/2025 * Revisions to VM-20 and VM-30 (and VM-21 by reference) to clarify the allocation of negative IMR

::gatlve IMR in (expected) Non-admitted IMR will be excluded from VM-20 and VM-21
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USEFUL REFERENCES

Recent publications, newsletters and industry surveys by Oliver Wyman

SOA publications

Pr

SOCIETY OF
\l ACTUARIES.

RILA GLWB Designs and Market Risk Analysis

By Matt Heaphy, Nicholas Carbo, and David Elliott

"-
\l ACTUARIES.

SOCIETY OF

RILA and VA GMxB U.S. Statutory Reporting
Offsets: Implications to Pricing and In-force
Management

By Nicholas Carbo, Carson Cook, and David Elliott

VA Vantage newsletters
Distributed quarterly to a client list

Proq

SOCIETY OF
\l ACTUARIES.

Negative IMR Considerations in a Higher Interest
Rate Environment

By Charles Chacosky, Rey Malile and Yuan Tao

The Financial Reporter, June 2023
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Q2 2023

VA VANTAGE

Q1 2023 EARNINGS HIGHLIGHTS

* General trends

-]

-]

o

-]

The industry continued to experience strong RILA sales and lower traditicnal VA sales in 1023, primarily driven by
volatile equity markets and shifting consumer product preferences to fixed annuities in a higher rate environment
Three companies discussed their annuity lapse experience, which was generally in line with expectations
considering dynamic behavior under current interest rates

Several companies disclosed LDTI impacts with mixed future earnings expectations, but generally this was nota
focus of discussion, despite of this being the first quarter of LDTI adeption

Almost all companies discussed extensively their liguidity position and exposure to commercial real estate
investments given the recent banking crisis and macroeconomic conditions

Only about half the companies provided RBC ratio updates and most have not seen much change from year-end
2022

Market movements 10 2023!
S&P 500 10-year treasury
410931 & 348% ¥ 40bps
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»  Company highlights

o

Ameriprise maintained its focus on VA without guaranteed living benefits (GLB) and structured VA (a_k.a RILA),
which together account for 43% of total VA account value; total VA sales declined 13% from 1Q22 as a result of
vaolatile market environment and management actions to reduce the risk profile of the business; VA hedging

Industry surveys
Available to participants

@ OLIVER WYMAN

VARIABLE ANNUITY ACCOUNTING AND ASSET-
LIABILITY MANAGEMENT SURVEY - 2019

AUGUST 16, 2019

&R OLIVER WYMAN

SURVEY

OLIVER WYMAN VM-21
EMERGING PRACTICES

@ OliverWyman

VA MANAGEMENT SURVEY

Oliver Wyman report

June 2023

Abusiness of iarsh Witennan
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QUALIFICATIONS, ASSUMPTIONS, AND LIMITING CONDITIONS

This report is for the exclusive use of the Oliver Wyman client named herein. This report is not intended for general circulation or publication, nor is it
to be reproduced, quoted, or distributed for any purpose without the prior written permission of Oliver Wyman. There are no third-party beneficiaries
with respect to this report, and Oliver Wyman does not accept any liability to any third party.

Information furnished by others, upon which all or portions of this report are based, is believed to be reliable but has not been independently verified,
unless otherwise expressly indicated. Public information and industry and statistical data are from sources we deem to be reliable; however, we make
no representation as to the accuracy or completeness of such information. The findings contained in this report may contain predictions based on
current data and historical trends. Any such predictions are subject to inherent risks and uncertainties. Oliver Wyman accepts no responsibility for
actual results or future events.

The opinions expressed in this report are valid only for the purpose stated herein and as of the date of this report. No obligation is assumed to revise
this report to reflect changes, events, or conditions, which occur subsequent to the date hereof.

All decisions in connection with the implementation or use of advice or recommendations contained in this report are the sole responsibility of the
client. This report does not represent investment advice nor does it provide an opinion regarding the fairness of any transaction to any and all parties.
In addition, this report does not represent legal, medical, accounting, safety, or other specialized advice. For any such advice, Oliver Wyman
recommends seeking and obtaining advice from a qualified professional.
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