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Forward-looking statement disclaimer
Certain of the statements in this document about the company’s current and future plans, expectations and intentions, results, levels of activity, performance,
goals or achievements or any other future events or developments constitute forward-looking statements. The words “may”, “will”, “would”, “should”, “could”,
“expects”, “plans”, “intends”, “trends”, “indications”, “anticipates”, “believes”, “estimates”, “predicts”, “likely” or “potential” or the negative or other
variations of these words or other similar or comparable words or phrases, are intended to identify forward-looking statements. Forward-looking statements are
based on estimates and assumptions made by management based on management’s experience and perception of historical trends, current conditions and
expected future developments, as well as other factors that management believes are appropriate in the circumstances. Many factors could cause the
company’s actual results, performance or achievements or future events or developments to differ materially from those expressed or implied by the forwardlooking statements, including, without limitation, the following factors: the company’s ability to implement its strategy or operate its business as management
currently expects; its ability to accurately assess the risks associated with the insurance policies that the company writes; unfavourable capital market
developments or other factors which may affect the company’s investments and funding obligations under its pension plans; the cyclical nature of the P&C
insurance industry; management’s ability to accurately predict future claims frequency; government regulations; litigation and regulatory actions; periodic
negative publicity regarding the insurance industry; intense competition; the company’s reliance on brokers and third parties to sell its products; the
company’s ability to successfully pursue its acquisition strategy; its ability to execute its business strategy; the company’s participation in the Facility
Association (a mandatory pooling arrangement among all industry participants); terrorist attacks and ensuing events; the occurrence of catastrophic events;
the company’s ability to maintain its financial strength ratings; the company’s ability to alleviate risk through reinsurance; the company’s ability to successfully
manage credit risk (including credit risk related to the financial health of reinsurers); the company’s reliance on information technology and
telecommunications systems; the company’s dependence on key employees; general economic, financial and political conditions; the company’s dependence
on the results of operations of its subsidiaries; the volatility of the stock market and other factors affecting the company’s share price; and future sales of a
substantial number of its common shares. All of the forward-looking statements included in this document are qualified by these cautionary statements. These
factors are not intended to represent a complete list of the factors that could affect the company; however, these factors should be considered carefully, and
readers should not place undue reliance on forward-looking statements made herein. The company and management have no intention and undertake no
obligation to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise, except as required by law.
Important notes:
 All references to direct premiums written (“DPW”) in this document exclude industry pools, unless otherwise noted.
 All references to “excess capital” in this document include excess capital in the P&C insurance subsidiaries at 170% minimum capital test (“MCT”) plus liquid
assets in the holding company, unless otherwise noted.
 Catastrophe claims are any one claim, or group of claims, equal to or greater than $5.0 million, related to a single event.
 All underwriting results and related ratios exclude the MYA, except if noted otherwise.
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Agenda
8:30 - 8:35

•Introduction

Dennis Westfall

Objective one: Operating EPS growth of 10% per year over time
8:35 - 9:30

•Outlook

9:30 - 10:00

•Distribution

Charles Brindamour,
Carla Smith, Darren Godfrey,
Louis Gagnon
Louis Gagnon, Peter Weightman

10:00 - 10:15

•Capital management

Louis Marcotte

10:15 - 10:20

•Foreign opportunities

Charles Brindamour

10:20 - 10:50

•Q&A and break

All

Objective two: 500 bps ROE outperformance compared to industry
10:50 - 11:35

•Sustainability of our advantage

11:35 - 12:00

•Wrap-up and Q&A
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Charles Brindamour,
France St-Louis, Darren Godfrey
All

Canada’s leader in auto, home & business
insurance
Who we are
•
•
•
•
•
•

Distinct brands

Dominant P&C insurer in Canada
Over $4 billion in direct premiums written
#1 in Ontario, Québec, Alberta, Nova Scotia
Substantial size and scale advantage
11 successful acquisitions since 1988
$8.6 billion cash and invested assets

Scale advantage
2009 Direct premiums written1
($ billions)

Top five insurers
represent 36%
of the market

$4.2

$3.4

$2.2

Intact

Market
share

1 Industry data

11.0%

Industry outperformer

$2.1

10-year performance –
IFC vs. P&C Industry1

$1.9

Aviva
Canada

Co-operators
General

TD
Meloche

RSA

8.8%

5.8%

5.5%

4.9%

source: MSA Research excluding Lloyd’s, ICBC, SGI, SAF, MPI and Genworth

2 Combined ratio includes the market yield adjustment (MYA)
3 ROE is for Intact’s P&C insurance subsidiaries
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IFC
outperformance

Premium growth

1.7 pts

Combined ratio2

3.8 pts

Return on equity3

7.5 pts

We continue to outperform the industry
Last 10 years

H1-2010
Industry
Average
= 99.8%
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5.0%

240%
220%

4.5%
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= 8.5%
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= 6.8%

140%
120%

Top 201
01
0

20
09

12

H

20
08

20
07

20
06

20
04

20
05

20
03

20
02

20
01

20
00

100%
19
99

Direct premiums
written growth

260%

1. Industry data source: MSA Research excluding Lloyd’s and Genworth
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Growth traction is clearly underway
8.0%

Y oY D PW G rowth

6.0%
4.0%
2.0%
0.0%
-2.0%
-4.0%
-6.0%
2006

2007
Personal Lines

2008
Commercial Lines

2009

YTD 2010

Total IFC

• Historically, much of our top-line growth advantage was M&A driven
• However, we’ve proven we can profitably grow organically (when pricing is right)
− Since 2005, we have grown premiums by almost $600 million (15%) without
the benefit of an acquisition*
• Today we will outline why we believe we have opportunities to grow, both
organically and via acquisitions:
− Well-positioned for pricing improvements in the marketplace
− Strong capital position with discipline to put it to work effectively
* Assumes recent premium growth rate remains constant in the fourth quarter of 2010
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Objective one: Operating EPS growth of 10%
per year over time

Four distinct avenues for growth
Benefit from firming market conditions

Develop existing platforms

Personal lines
• Industry premiums remain inadequate in ON auto
• Home insurance premiums also on the rise

• Continue to expand support to
our broker partners
• Expand and grow belairdirect
and Grey Power

Commercial lines
• Evidence of price firming in the past year
• Opportunity to gain share in mid-market

• Transform BrokerLink by
leveraging scale

Consolidate Canadian P&C market

Expand beyond existing markets

Capital

Principles

• Approx. $1.0 billion of total acquisition capacity

Strategy

• Financial guideposts: long-term customer growth, IRR>20%
• Stepped approach with limited near-term capital outlay
• Build growth pipeline with meaningful impact in 5+ years

• Grow areas where IFC has a competitive advantage

Strategy

Opportunities

• Enter new market in auto insurance by leveraging strengths:
(1) pricing, (2) claims, (3) online expertise

• Global capital requirements becoming more stringent
• Industry underwriting results remain challenged
• Continued difficulties in global capital markets
8

Opportunities
• Emerging markets or unsophisticated targets in mature
markets

Outlook – Charles Brindamour
Ontario auto – Carla Smith
Personal property – Darren Godfrey
Commercial lines – Louis Gagnon

First distinct avenue for growth (0-2 years)
Benefit from firming market conditions
Personal lines
• Industry premiums remain inadequate in ON auto
• Home insurance premiums also on the rise
Commercial lines
• Evidence of price firming in the past year
• Opportunity to gain share in mid-market
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Outlook: industry pricing environment
firming up in Canada
Personal lines

Commercial lines

Capital markets

• Premiums in personal lines increasing due to cost inflation
Recent escalation in the costs of BI and AB claims should subside as a
result of the September ON auto reforms; however, we expect further
rate increases as industry premiums remain inadequate
Home insurance premiums continue to increase reflecting the impact
of more frequent and/or severe storms
• Pricing conditions remain soft; however, pricing has begun to firm up in
segments where we operate over the last 12 months. We expect conditions
will improve at a moderate pace over time
• Capital markets remain volatile, as economic data (particularly outside of
Canada) raise questions about the sustainability of global recovery
• Low investment yields could influence higher premiums across the industry
• Debt and equity capital markets are currently open allowing companies to
raise capital at reasonable rates
• Global capital requirements are becoming more stringent, whereas changes
in requirements for Canadian P&C are likely to remain neutral overall

Personal lines growth picking up speed
Organic growth potential in commercial lines as pricing hardens
and industry capacity shrinks
Strong capital base to participate in industry consolidation
11

Economic uncertainties will affect
industry profitability
• Slow global recovery with significant
•
•
•
•
•

downside risks
Continued volatility in financial,
currency and commodity markets
Financial systems still somewhat
vulnerable to downside shocks
Uncertainties will put pressure on
financial institutions’ capital
worldwide
Interest rates to remain low for the
next 24 to 36 months
A drop of 1% in investment income is
equivalent to a 2 to 3 point increase in
the combined ratio
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The Canadian P&C industry can no longer
count on high investment income
14%
12%
10%
P&C Industry
profitability

8%
6%

3-5 year
Government of
Canada bond yield

4%
2%
0%
1989

1992

1995

Source: Insurance Bureau of Canada

1998

2001

2004

2007

2010

Ontario auto:
Carla Smith

We think it’s a good package of reforms
Implementation

Context
•
•

Accident benefits and tort-related bodily
injury cost increases
Industry rate increases of 20% since
January 2008

• FSCO estimates claims cost reduction of
6% upon implementation and reduced
inflation going forward

• Accidents reported after Aug. 31, 2010
are subject to reforms

• Ontario drivers pay 5% of disposable
income for auto insurance compared to
3% in other provinces

• Coverage reforms will kick-in on policies
that will renew on or after Sept. 1, 2010

• We estimate that the combined ratio of

• Procedural reforms have impacted

the industry exceeds 110% and that
premiums remain inadequate

claims since Sept. 1, 2010

Risks
•

Political in nature as many customers will receive renewals with previously implemented
rate increases, but also on the new standard package with lower limits than before

•

In parallel with accident benefit cost decreases, tort-related bodily injury costs might
increase
14

Despite rate increases, industry loss ratios
have deteriorated
Ontario auto – industry level
Direct premiums written

Loss ratios

Jan-June
2010

Jan-June
2009

Change

Jan-June
2010

Jan-June
2009

Change

Auto Liability

$2,280

$2,209

3.2%

72.1%

69.8%

2.3 pts

Auto Accident Benefits

$1,926

$1,512

27.3%

147.4%

127.9%

19.5 pts

Auto Other

$1,099

$1,160

(5.3)%

58.9%

63.3%

(4.4) pts

Auto TOTAL

$5,305

$4,883

8.7%

94.3%

85.4%

8.9 pts

(in $ millions)

Industry data source: MSA Research excluding Lloyd’s and Genworth
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Early signs are aligned with our expectations
What we have seen

What we expected
• Acceleration in medical claims as the
effective date of the new reforms
approached

• Submissions tripled in the months leading up
to Sept. 1

• More than half of newly submitted claims
will fall within the new Minor Injury
Guideline

• Distribution is approaching the expected
range. However, caution should be applied to
these early numbers as injury classification
can change categories as a file develops

• A vast majority of customers would choose
the new standard product

• On average only 5-7% of customers are
selecting the optional coverages

What’s in the pipeline
• For Intact, a new predictive model leveraging neural networks for use in segmentation.
Already deployed at belairdirect and shortly to follow for our other business units

• Ongoing government reviews to ensure responsiveness to system erosion
• A new definition of ‘catastrophic impairment’ within 4 to 6 months
16

Abuse management will yield additional benefits
Information front

Process front

• We have been proactive, improving our own • Introduced new checks and balances to
internal fraud detection analysis. The size of
identify abuse more quickly
our database will contribute positively
• Continue to offer the services of our trusted
• Early participant in industry efforts focused
Rely Network partners where we are
on analyzing and addressing the issue
protected from abuse

Capacity front

Environment is aligned

• 40 staff have been added thus far to
accelerate our action plans

• The abuse issue is being increasingly
profiled in the media

• Bolstered our special handling and
investigative units

• Increasing customer and political
awareness and incentive to support
industry action plans

17

Ontario auto – moving forward

We’re on top
of abuse
management

We are well
positioned
to outperform

We believe we
are much
closer to rate
adequacy
than the
industry as a
whole
18

We’ve deployed a
new predictive
model that will
further improve
segmentation

Distinct brands

Scale
advantage

Industry
outperformance

Personal property:
Darren Godfrey

We’ve closed the gap, but work continues
IFC’s gap to the industry – Direct loss ratio (personal property)
1.0%
0.1%

0.0%
-1.0%
-2.0%
-3.0%

-2.4%

-2.5%

-2.6%

-4.0%
-5.0%
-5.1%

-6.0%

2006

2007

2008

2009

H1-2010

• Continuous improvement versus the industry since 2008
• We outperformed the industry during the first half of 2010
• 2 point improvement in gap versus the industry (H1-2010 versus H1-2009)
20

Our results have begun to reflect our actions
Home insurance action plan – results to date

• 12 point improvement
2010 actions
• Rate increases
− Year-to-date average 8.5% (5.2% earned)
− Unearned rate increase of 6.1% to impact 2011
• Insurance-to-value increases currently offsetting

•
•
•
•
•

claims cost trend
Segmentation
Management of water damage
Limit exposure to sewer backup
Customer education and incentives on loss control
and prevention
Claims review
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Well-positioned to benefit from firming
market conditions
2010 performance

• Very favourable weather in Q1 (not a reflection of future expectations)
− Reduction in cat and non-cat frequency
• Written units down 2.1% compared to 2009
− Favourable retention gap by segment
− For example, in B.C. (new segmentation strategy introduced) we are
losing three times as much of the worst segment as the best segment

Firming market conditions

• Cat activity in last five years well in excess of long-term average
− New baseline established
• Industry premiums still remain inadequate
− Cat loading not reflective of recent experience
• IFC is leading the market in rate increases
• Growth opportunities exist in 2011 and beyond, as the market
continues to firm
22

Commercial mid-market:
Louis Gagnon

Our loss ratio outperformance is back on track
Commercial P&C
10-year loss ratio performance
85%
80%
75%
70%
Canadian industry
10-year avg.
= 63.7%

65%
60%
55%
50%

10-year avg.
= 56.1%

45%
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Commercial lines strategy
Lever scale for superior pricing and risk selection
Canada’s largest commercial actuarial and loss inspection teams
Small business:

Mid-sized business:

• Team underwriting for industry

• Knowledgeable underwriters
• Full solutions for mainstream business
• Leverage loss inspection capabilities

leading service

• Click, call or fax
• Ease of doing business
Premium band

<$10,000
$10,000-$50,000
>$50,000

Relative
performance vs.
portfolio loss ratio*

-7 pts
+4 pts
+29 pts

* Negative gap is favourable.
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Intact premium
distribution

63.7%
26.7%
9.5%

Commercial lines strategy
Lever scale for superior pricing and risk selection
Canada’s largest commercial actuarial and loss inspection teams
Sophisticated and disciplined pricing:

Superior risk selection:

• Focus on target classes

• Risk Based Pricing, proprietary rating for
commercial risks

• Businesses with low to medium

• Most insurers do not have welldeveloped technical premiums

hazard exposures

• Industries with reasonable

• Shadow pricing on all quotes

profitability across insurance cycle

• Focus on target segments

• Underwriters get premium and authorized
deviation while quoting

• Small and mid-sized business
• Established firms
• Financially-stable companies

• Suggested Retail Price for expected
profitability and likelihood of closing
• Deploying at point of sale in broker
offices

• Emphasis on risk characteristics

• Similar approach for Renewal Price with
capping by premium size, segment and time
with Intact

• No blanket conclusions
• Disciplined execution and risk
transparency
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Pricing conditions remain soft

Despite the soft
environment, we
have observed that
pricing has begun
to firm up in the
past year in a
number of
segments where
we operate

Our focused approach in
Commercial P&C is paying off:
− Unit growth reached 1.9% in
Q3-2010

− Growth achieved in conjunction
with 3.8% higher rates

− Premium growth reached close
to 3%, excluding the impact of
our cancelled group accounts

We expect that conditions will improve at a moderate pace over time
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Strengthen commercial mid-market presence
Commercial mid-sized business:
• Target accounts with annual premiums between $10,000 and $50,000
• Increase GPW from $200 million to $400 million

Acceleration strategy

Strategic focus
− Pricing

− Acquire a large insurer and/or
broker

− Customize product

− Increase financing to large

− Select broker

commercial lines brokers

− Increase ease of doing business

− Selected appetite development

− Enhance sales culture
Progress in 2010:
• Submissions up 47% YTD
• New sales up 20% YTD

Objective:
• Double our market share in the
medium term
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Distribution
Intact Insurance – Louis Gagnon
BrokerLink – Peter Weightman

Second distinct avenue for growth (0-3 years)
Develop existing platforms
• Continue to expand support to
our broker partners
• Expand and grow belairdirect
and Grey Power
• Transform BrokerLink by
leveraging scale
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Strong organic growth potential through
multi-channel distribution
#1 Broker insurance company in Canada
• Network of more than 1,800 brokers in
Canada
• Brokers in Canada own the commercial
market and maintain large share of
personal lines
• Many customers prefer the personalized
service and choice offered by a broker or
agent
Growth opportunity: expand support to our broker partners

• #1 brand awareness in ON
and PQ
• Growing at 10%+ per year
• Operating in ON and PQ
1
World Insurance Report, Capgemini. 1 in 10
customers say they use the internet to buy
insurance, 1 in 3 wants to use it to buy
insurance within 3 years

Growth opportunity: geographic expansion potential

In 10 yrs,
25% of the
Canadian
population
will be
50 years+

• Operating in ON and AB
• Double-digit growth in
2009
• Web and call centres
Growth opportunity: expand market share

1/3 Canadians to buy insurance online1

• Leveraging explosive
growth of the internet

Targeting growing 50+ population
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Leveraging scale in distribution

• Proprietary brokers with
$400 million in direct
premiums written and
approximately 174,000
customers
• More than 45 offices in ON
and AB

Growth opportunity: leverage scale in sales, marketing and technology

Intact Insurance:
Louis Gagnon

By making it easier for brokers…
How Intact Insurance will contribute to EPS growth of 10% per year over time

• Expand and improve our personal lines

… to increase our profitability advantage
over the industry and continue to enhance
our pricing sophistication and
underwriting tools we have to…

technology platform
• Accelerate the deployment of our
technology solutions for brokers in
commercial lines
• Promote our turn-key hosting solution
for broker technology
• Retain and develop talent that will
fulfill brokers’ future needs

We outperformed the industry by 3.8%
Industry
Average
= 99.8%
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…by delivering customer-focused
products and services...
• Leverage the Intact Insurance brand

… to transfer customer
knowledge across distribution
channels…

to create a call-to-action response
• Deploy an Intact web solution that
involves the brokers
• Expand our product line to evolve
with brokers’ customer needs
• Improve our market penetration in
specific markets

• Offer the consumer a wider range of
products in the mid-market
segment
• Align our product offering to the
demographic and economic
changes in the Canadian market

... to build on our leading
position in the commercial
lines market to…
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… by leveraging our financials to support broker
growth and consolidation…
• Offer financial solutions to brokers in

…understanding that the

the form of loans and/or equity
participation for:

average age of broker principals
is 57, and that sources of
financing are limited, scale is
necessary for brokers to invest
in technology and advertising.
We are and we will…

− Acquisition of other brokerages
− Perpetuation plan
− Financial reorganization

Broker Financial Solutions (BFS) portfolio quick facts:
• $330 million in loans to brokers
• $145 million equity in brokerages
• We have closed ~220 broker transactions since 2008
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BrokerLink:
Peter Weightman

Overview
Mandate
Build a broker model that can successfully
compete with alternative channels

Financial Benchmarks
• Organic growth profile in excess of
•

Alberta:
• 23 offices in urban and
rural areas
• 325 employees
• 2009 DWP $211 million

direct writers
EBITDA (excluding CPC) > 20%

Business Model
• Build scale via organic growth and
•
•
•

acquisitions
Concentrate business to drive
operational efficiencies
Reinvest in brand and technology to
build awareness and enhance the
customer experience
Maintain choice of markets to
improve closing ratio and retention

Ontario:
• 25 offices in urban and
rural areas
• 281 employees
• 2009 DWP $187 million

2011 Priorities
• Enhance the customer experience
• Build the core business
• Engage the team
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Growth opportunities exist
Organic

A significant increase in web traffic*
− Total web traffic increased 515% (6,670

Advertising

visitors to 41,024)
− “Unique” – first time visitors to brokerlink.ca
increased by 357% (6,110 visitors to 27,952)
− Organic searches resulting in visit to web
increased by 1,267% (939 visitors to 12,832)

− Radio campaign in key markets in Alberta
and Ontario
~ Calgary pilot – Fall 2009
~ Calgary and Edmonton – Sept. 2010
~ Select Ontario markets – Sept. 2010
− Rebranding of BrokerLink completed by
the end of 2010 (with the exception of
building signage)

*Numbers represent the period of Sept. 21 – Oct. 31, 2009 compared to the same
period in 2010.

Acquisitions
Broker channel is highly-fragmented
• Over 2,600 brokerages in Ontario and over 650
•
•
Web
− Refreshed website with comparative auto
quote capabilities launched Sept. 2010
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brokerages in Alberta
Average age of principals is late 50s
Significant pressure from alternative channels

Capital Management – Louis Marcotte

Third distinct avenue for growth (0-5 years)

Consolidate Canadian P&C market
Capital
• Approx. $1.0 billion of total acquisition capacity

Strategy
• Grow areas where IFC has a competitive advantage

Opportunities
• Global capital requirements becoming more stringent
• Industry underwriting results remain challenged
• Continued difficulties in global capital markets

40

Our capital management framework
CONTEXT
500 bps ROE gap
10% NOIPS growth
Mature market

KEY =
Capital management

Prudence
Conservatism
Competitiveness

Excess capital

Maintain existing dividends

Increase dividends
Invest in growth initiatives

M&A

Buybacks

Principles
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Shareholder-friendly capital management
Quarterly dividend

Capital returned to shareholders
6.3%

3.2%
$0.34

8.0%

0.35
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151.0
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400

133.7

$0.1625

0.15

501.2

$0.25

0.25
0.20

600

$0.32

$ Millions

0.30

Buybacks
Dividends

700

14.8%

0.40

0

2010

2005

• Five consecutive years of dividend increases (CAGR = 15.9%)
• Dividend per share has doubled since our IPO
• Over $1 billion returned to shareholders in the form of buybacks
• 70% of earnings since 2005 have been returned to shareholders
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2010 YTD

Our buyback principles

Buy back only when IFC is trading below its intrinsic value
Our execution and intensity is based on:
1. Assessment of alternative growth opportunities

2. Capital markets volatility

3. Book value per share dilution and earnings per share accretion
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These principles lead to non-linear
buyback patterns
NCIB Volume Analysis
80%

$49.00

70%

$48.00
$47.00

60%

$46.00
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40%
$44.00
30%
$43.00
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$40.00
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NCIB Period
IFC Trading Volume

IFC Closing Price (RHS)
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IFC Share Price ($)

IFC % of Total Trading
Volume

Excluding Blocks

Declining yields likely to continue to
constrain investment income
Annual Investment Data
Pre-Tax
380

6.0%

360

7.8 B

5.0%
340
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4.0%

$ Millions

7.4 B

300

7.3 B

3.0%
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260
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1.0%
220
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0.0%
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• De-risking of our portfolio impacted income and yield
• Higher yields on equities is shielding income
• Income should stabilize with our current asset mix
• Tax rate on interest income is approximately 30%
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Pre-tax income
Pre-tax yield
Average AUM, net

Healthy investment income maintained
with lower risk portfolio
2010

2008
Avg AUM

Avg AUM

Income

Income
Annualized

Fixed income

$4.3B
63%

Preferreds

$1.3B
19%

Commons,
net

$1.2B
17%
$6.9B

$5.2B
67%

$188M

$182M

$1.3B
17%
$133M

$157M

$1.1B
14%

$345M

$7.8B

$315M

• No change to the quality of our assets or quality of our investment team
• Portfolio designed to maximize interest and dividend income, after tax and
to optimize risk versus return
• Current mix is not expected to change significantly going forward
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Foreign Opportunities
Charles Brindamour

Fourth distinct avenue for growth (5+ years)

Expand beyond existing markets
Principles
• Financial guideposts: long-term customer growth, IRR>20%
• Stepped approach with limited near-term capital outlay
• Build growth pipeline with meaningful impact in 5+ years

Strategy
• Enter new market in auto insurance by leveraging strengths:
(1) pricing, (2) claims, (3) online expertise

Opportunities
• Emerging markets or unsophisticated targets in mature
markets
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Pursue automobile footprint abroad
Strategy
• Enter new market in automobile insurance by leveraging the following
expertise:
− Pricing and risk selection
− Claims management
− Online expertise
• Concentrate on markets/segments where:
− A clear edge exists in either pricing, claims management or technology
− Long-term growth potential exists
− There is predictability in regulatory and political environment

• Enter through acquisitions or partnerships

Key areas of opportunity
• Unsophisticated targets in mature markets
• Emerging markets with significant growth potential
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Growth Q&A
Break

•

Intact is partnering with Raising the Roof, a national charity dedicated
to finding long-term solutions to youth homelessness on:
 National Toque Campaign
 Youthworks initiative

•

65,000 Canadian youth are homeless

− That’s the same as the population of Saint John, New Brunswick

•

In Toronto alone, 10,000 youth are homeless in a year

•

The 60 toques purchased for this event support housing for five youth
for six weeks

Let’s put a cap on youth homelessness!
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Objective two: 500 bps ROE outperformance
compared to industry

Sustainability of our advantage
Claims – France St-Louis
Segmentation – Darren Godfrey
Talent management – Charles Brindamour

Consistent industry outperformance

Significant
scale
advantage

Sophisticated
pricing and
underwriting

In-house claims
expertise

Broker
relationships

2009 combined ratios

Multi-channel
distribution

Five-year average loss ratios
Industry

106%

104.8%

104%

Proven
acquisition
track record

75%

Cdn. P&C
industry average
=101.7%

71.3%

71.5%

Intact
72.5%

70%
65.1%
65%

102%

61.6%

60%
54.8%

55%

99.7%

100%

50%
45%

98%

40%

96%

35%

Top 10
(average)

30%

Auto

Source: MSA Research 2009
Data in both charts are for the year ended December 31, 2009
Industry results exclude Lloyd’s, ICBC, SAF, SGI, MPI, Genworth and Mutuals in Quebec
Includes market yield adjustment (MYA)
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Personal Property

Commercial P&C

Claims:
France St-Louis

Continued execution of our
home insurance action plan
Cost reductions of
Property Rely Network
•Solidifying our Network
•Focus on simplifying
processes for customer

4.2%*
Personal property
(2010 vs. 2009)
Appraisal process

Competitive bidding

•Scoping
•Appraisal
•Re-inspection

•Leveraging competitive
forces
•Focusing on Major
losses

Water damage

Internal expertise

Value Chain

•Categories of water
•Cleaning versus
replacing

•98% settled by internal
staff
•Task versus Claims
handling

•Flooring
•Increased estimating
software sophistication

* Note: Normalized cost reductions calculated on new claims received and closed in the same 12 month period and including StatCan inflation rates.
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7.1%*
Personal property
(2010 vs. 2008)

Current Supply Chain initiatives
• Personal property
− Strengthening Property Rely Network model and enhancing estimating software

• Supply chain
− Capitalizing on auto supply chain and assessing appropriate property supply chain
opportunities

• Legal costs
− Introducing common best practices and better alignment between Legal resources
and type of files
Salvage (Auto)
$9,500

Parts purchasing program

Legal fees (ALAE)

(adherence in number of members)

(as a % of 2006 Legal fees)

$1,000
$800

$9,000

$600
$400

$8,500

$200
$8,000

$0
2008

2009
Actual Cash Value

2010*
Net return

2010*: Includes 10 months of data; from Jan. 1 to Oct. 31.

400
350
300
250
200
150
100
50
0
Used Parts
2006

After market

2007

2008

2009

2010*: Includes all confirmed members for 2010.
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New Parts
2010*

2011 (est)

100%
95%
90%
85%
80%
75%
70%
65%
60%
2006

2007

2008

2009

2010*: Includes nine months of data; from Jan. 1 to Sept. 30.

2010*

Our strong catastrophe response
Despite recurring weather-related events:
•

Provide a superior customer experience

− Net Promoter Score of 71.4%*
− 1.3 million* calls answered in 20 seconds 93% of the time
− Top Insurer in the 2010 Canadian Auto Insurance
Customer Satisfaction Survey (source: J.D. Power and
Associates, August 2010)
− 2010 Best Canadian Insurance Company (source: World
Finance magazine, September 2010)

•

Continuously refine our integrated National catastrophe
plan

•
•
•
•
•

Extend regular claims service
Optimize internal regional resources capability
Continue promoting innovative approach in claims handling
Efficiently manage Rely Network’s capacity
Leverage expertise in data analytics

2010*: Includes nine months of data; from Jan. 1 to Oct. 31.
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Segmentation:
Darren Godfrey

Sustainable loss ratio advantage
Maximize profit pockets

• Focus on economic drivers: cost versus price
150%

Relativity

130%

110%

Minimize

Maximize
90%

70%

50%
1

3

5

7

9

11

13

Portfolio segment
60

15

17

19

Cost
Price

Executing the strategy
Exploit market inefficiencies

• Overlay market pricing on costing
• Automated within our point of sale and policy maintenance tools
• Attract market segments with the best margins:
− Favourable price adjustments
− Relaxing eligibility and underwriting rules
− Incentives at point of sale
• Mitigate the impact of the least attractive segments:
− Tighten pricing and underwriting conditions
− Cession to industry risk sharing pools
− Tougher access to offer / price
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Our sophistication advantage
Advanced segmentation techniques

• We have led the way:
− Use of financial stability
− Generalized linear models
• Continual development
− Generalized additive models, including neural
networks
− Optimization models
• Dedicated research team:
− Take advantage of our scale and volume of data
− Keep abreast of pricing developments across the world
− Assess new rating variables
− Improve pricing techniques
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Talent management:
Charles Brindamour

Our advantage begins with our people
• Experienced senior management team (SMT):
- Average of 14 years with IFC, 24 years industry experience
- Strong skill sets and varied job experiences facilitate lateral moves
- SMT bench strength is solid, with an average of more than five potential successors
- 75% of SMT positions could be filled simultaneously

• 80 identified senior leaders – succession candidates:
- On average, succession candidates are 10 years younger
than SMT members
- Candidates average two rotations at the VP level across
functional areas
• Key talent is central to our continued success:
- We manage talent as we do our underwriting and
investments
- We are proud of the depth and breadth present in-house

64

Conclusion

Disciplined pricing, underwriting, investment and capital
management have positioned us well for the future

•
•
•
•
•
•

Largest P&C insurance company with substantial scale advantage in the market
Strong financial position
Excellent long-term earnings power
Organic growth platforms easily expandable
M&A environment more conducive to consolidation
Well-positioned as industry pricing conditions continue to improve
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Q&A

Intact Financial Corporation
Investor Conference 2010
November 16, 2010

Appendix

Fundamentals unchanged by transition to IFRS
Combined impact of IFRS transition adjustments on equity:
$ millions

C-GAAP
30/09/2010

Employee
benefits plans

Pro forma IFRS
30/09/2010

AFS equities

Equity
Share capital
Contributed surplus
Retained earnings
AOCI
Total Equity

$ 1,000

-

-

$ 1,000

$ 93

-

-

$ 93

$ 1,865

$ (65)*

$ (308)*

$ 1,492

$ 59

-

$308*

$367

$ 3,017

$ (65)

$-

$ 2,952

* Preliminary estimates; reflect only the impact of the transition to IFRS as of Jan. 1, 2010 on the Company’s equity components.

• Employee future benefits plans: IFRS accounting policy choice to recognize to AOCI actuarial net
gains/losses was chosen as it is more transparent.
• Available for sale equity instruments: One time adjustment to reflect impairments which would
have been recorded had IFRS rules been applied during the 2008/2009 financial crisis.

69

Speaker biographies
Charles Brindamour President and Chief Executive Officer
• Mr. Brindamour was appointed President and CEO on January 1, 2008. Prior to this
•
•

appointment he was Chief Operating Officer, a role he held since January 2007. Mr.
Brindamour began his career at Intact in 1992 as an actuary.
Intact since: 1992
Industry experience: 18 years

Louis Gagnon President, Intact Insurance
• Mr. Gagnon was appointed to this role in December 2008, and was previously
•
•

responsible for the management and growth of our Québec division. After working
in banking and consulting, he began his insurance career in 1992 as a broker.
Intact since: 2007
Industry experience: 18 years
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Speaker biographies
Peter Weightman President, BrokerLink
• Mr. Weightman joined the Company more than 20 years ago and he has held a

•
•

number of leadership positions in both Canada and the U.S. He earned an MSc in
Business Education from Illinois State University and also completed the
Advanced Executive Program at Northwestern University’s Kellogg School of
Management in 2006.
Intact since: 1986
Industry experience: 24 years

Carla Smith Regional Vice President, belairdirect Ontario
• Ms. Smith has held a variety of underwriting and management roles in the
Vancouver and Toronto offices of Intact Insurance and belairdirect. She holds a
BBA from Simon Fraser University, an MBA from Queen's University and she is a
Chartered Insurance Professional.
• Intact since: 1999
• Industry experience: 13 years
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Speaker biographies
Darren Godfrey Deputy Senior Vice President, Personal Lines
• Mr. Godfrey was appointed to this role in October 2009. He is responsible for the
evolution of Intact’s personal lines strategies and for increasing its competitive
advantages, and has direct responsibility for personal lines actuarial. Prior to this
role, Mr. Godfrey was VP, Claims and VP, Actuary for our Western division.
• Intact since: 2001
• Industry experience: 18 years

France St-Louis Vice President, Claims Québec
• Mrs. St-Louis started at belairdirect in 1998 and was promoted to Vice President
Sales & Customer Service in 2001. In 2007 she became Vice President of Operational
Planning, responsible of the web transformation project at belairdirect. She was
appointed VP Claims Québec in 2009.
• Intact since: 1998
• Industry experience: 12 years
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Speaker biographies
Louis Marcotte Vice President, Finance and Treasurer
• Mr. Marcotte, CA, is responsible for all aspects of treasury, financial planning and
investor relations. Prior to his current role, he was responsible for financial
reporting, procurement and accounting. Mr. Marcotte’s international experience
includes companies in the industrial, media and financial sectors.
• Intact since: 2006
• Industry experience: 20 years
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Investor Relations contact information

Dennis Westfall
Director, Investor Relations
Tel:
(416) 341-1464 ext. 45122
Email: dennis.westfall@intact.net

Email: ir@intact.net
Tel:
(416) 941-5336 or 1-866-778-0774 (toll-free within North America)
Fax:
(416) 941-0006
www.intactfc.com/Investor Relations

74

